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I. INTRODUCTION

l. The FY 2021/22 Supplementary Lstimates 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 fuel stabilization related expenditure, provision

forTetief—food,storfattsTmsataries—as—wett—asgratuitics; Tegutarize—approved
additional expenditure granted under Article 223 of the Constitution and approved

re-allocations.

[I. PERFORMANCE OF THE FY 2021/22 BUDGET

2. The implementation of the FY 2021/22 Budget continues to face various

challenges. These include drought in most parts ot the country, fuel shortage and
rising fuel prices, eftects of the Russian-Ukraine war among others. 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 Ministerial Appropriations
in Aid (A-1-A) for the period July 2021 to March 2022 amounted to Ksh.1,520.9
billion compared to a target of Ksh.1,506.7 billion. The revenue performance was
above the target by Ksh.14.2 billion mainly due to above target performance of

ordinary revenue.

. The total cumulative expenditure and net lending for the period July 2021 to
March 2022 amounted to Ksh.2,069.1 billion, against a target of Ksh.2,089.8

billion. The expenditures were below the target by Ksh.20.7 billion. This was

largely on account of low absorption in development expenditures under the

National Government and below the target transters to County Governments.
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o Key Assumptions in the FY 2021/22 Supplementary Estimates No.2

& The following are the assumptions underpinning the FY 2021/22

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

(i)  The Supplementary Estimates have been prepared to take care of fuel
price stabilization, security related expenditure, drought related
expenditure, adjustments in development partners financed projects and
regularization of approved additional expenditures and reallocations;

(i1)  Total revenues have been revised from the original projection at 16.8
per cent to 17.3 per cent of GDP;

(iii)  Overall expenditure and net lending have been revised from the original
projection at 25.4 percent to 25.9 percent of GDP;

(iv)  Grants have been projected to be at 0.5 per cent of GDP;

(v) The overall fiscal deficit level inclusive of grants is projected at 8.1
per cent of GDP;

(vi) Net foreign financing has been projected at 2.8 per cent; and

(vii)  Net domestic financing has been projected at 5.3 per cent of GDP.

e OQOverall Expenditures

6. The Overall Ministerial cumulative expenditure in the FY 2021/22
Supplementary Estimates No. 2 has increased by 10.5 per cent from the original
approved budget estimates of which the Recurrent Expenditure increased by 13.9
per cent and the Development Expenditure has increased by 4.0 per cent as indicated

in Table 1.
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Table 1:FY 2021/22 Gross Expenditure Estimates {Amount in Ksh. Millien)

3 | Change
‘ [ Changeof | ofthe
‘ the Suppl. | Suppl. %
: Estimates |Estimates Change
NoZfrom (No2from % | fromthe
the the Change | Supplem
Original Original | Suppl. | fromthe | entary
Approved | Supplementary |Supplementary| Approved (Estimates| Original |Estimates
Expenditure Estimates Estimates | Estimates No.1 |Estimates No.2| Budget | Nod |Estimates| No.
1.0 Ministerial National Government Budget Estimates| 13420088 | 20817448 | 21456980 | 2036892 | 639533 105 KN
" Recurrent Budge! Estmates L30T TBEMY| 44828 6825 51883 138 37
2 Deselopment Budget Estimates 308378 ¢ 2828805 3420521 2083|2347 40 18
2.0 Consolidated Fund Services 132122040 13084840 13094910 177280 (1) 0.0
3.0 Total Gross Budget Est mates (32632088 33912287| 34551890 | 98596011 639603 921 i
7. The overall change in the National Government Ministerial Budget Estimates

(excluding Consolidated Fund Services and County allocations) from the original
approved Budget Estimates is an increase of Ksh. 203.7 billion which reflectsa 10.5
per cent change. This is slightly above the provisions of Article 223 of the
Constitution. The increase is mainly on account of provision for the fuel price
stabilization, drought related expenditure, security related expenditure, adjustment
in Appropriations in Aid(AIA) among others. However, the overall change of the
FY 2021/22 Supplementary Budget Estimates No. 2 from the approved
Supplementary Estimates No.1 is an increase of Ksh. 63.9 billion which reflects 3.1
per cent change. In this regard, we wish to request for a special approval of the FY

2021722 Supplementary Estimates No.2 adjustments. The details of the votes and

Programmes are as indicated in Annex I of this statement.
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IIl. ADHERENCE OF FISCAL PRINCIPLES AND FINANCIAL
OBJECTIVES

° Adherence to Fiscal Principles

8. The FY 2021/22 Supplementary Estimates No.2 has adhered to the fiscal
responsibility principles as set out in the Public Finance Management Act, 2012.

These include;

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 Estimates in the FY 2021/22 Supplementary Estimates No.2
is 32.4 per cent of the total Ministerial Budget Estimates while Recurrent Budget

Estimates is 67.6 per cent.

ii.  The National Government’s expenditure on the compensation of employees
(including benefits and allowances) for public officers shall not exceed 35
percentage of the National Government equitable share of revenue raised
nationally plus other revenues generated by the National Government

pursuant to Article 209(4) of the Constitution.

10. The Ministerial Expenditure for compensation of employees in the FY
2021/22 Supplementary Estimates No.2 is 28.8 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.

o
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iii. — Over the medium term, the National Government's borrowings shall be
used only for the purpose of financing development expenditure and not for

recurrent expenditure.

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

L)evelopmem projects. I his borrowing i1s undertaken in line with the NTediumnT T erm

Debt Strategy (MTDs) approved by Parliament.
iv.  Fiscal risks shall be managed prudently

12, To manage fiscal risks prudently as required. the Government regularly
reviews its macroeconomic torecasts and the impact of the projections and their
implications on the budget. A detailed Annex on the specific fiscal risks is usually
prepared as part of the Budget Policy Statement. Potential fiscal risks arising from
contingent liabilities, including from Public Private Partnership projects among
others are taken into account and a contingency provision made to cushion the

economy from unforeseeable shocks.

v. A reasonable degree of predictability with respect to the level of tax rates
and tax bases shall be maintained, taking into account any tax reforms that

may be made in the future.

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 simplifving tax laws.
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IV. COMPLIANCE WITH PAST POLICY RECOMMENDATIONS

14.  During the approval of the FY 2021/22 Supplementary Estimates No.l, the
National Assembly made the following resolutions which we have addressed as

provided in the subsequent paragraphs.

15. Resolution No.l1: That any funds withdrawn from the Contingency Fund
should be outlined on a separate schedule when the Supplementary Estimates are

being submitted for tabling in the National Assembly.

16. Action taken: The National Treasury has taken note of the above resolution
and will endeavor to submit a schedule of all funds withdrawn from the Contingency

Fund in the subsequent Supplementary Budgets.

17. Resolution No.2: That upon submission of the Supplementary Budget
Estimates to the House, any addendum to the revised estimates shall not be

permitted.

18. Action taken: The National Treasury will endeavor to avoid submission of

the addendums to the revised budget unless in unavoidable circumstances.
APPROVALS UNDER ARTICLE 223 OF THE CONSTITUTION

19. The National Treasury has approved expenditures amounting to Kshs. 29.0
billion under Article 223 of the Constitution. The details of expenditure approved

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

20. Following the adjustments of Budget Estimates 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
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are beyond the 10 per cent threshold in accordance with regulation 40(9) of the

Public Finance Management Regulations, 2015 (See attached annex 1),

/,l '
HON. (AMB). UKUR YATANI, EGH
CABINET SECRETARY/NATIONAL TREASURY AND PLANNING

Mayv 19, 2022
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