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I. INTRODUCTION

1. The FY 2022123 Supplementary Estimates No.2 has been prepared pursuant

to Article 223 of the Constitution and Section 44 of the Public Finance Management

Act,2012 (PFMA ,2012). The FY 2022123 Supplementary Estimates No.2 seeks to

address:

i) Additional funding for emerging priorities as well as emergencies;

ii) Approved reallocations; and

iii) Rationalization of the Budget to align to the revised fiscal framework.

2. Included in this revision are drought related interventions, shortfall for the

Junior Secondary school capitation, security operation related interventions, salary

adjustments and changes in development partners funded projects.

II. FISCAL PERFORMANCE JULY 2022 - APRIL 2023

3. The FY 2022123 Budget was prepared under tight fiscal framework arising

from subdued growth. The slowdown in economic activities has been occasioned by

shocks in the form of lingering Covid-I9 effects, climate change (drought) global

supply chain problems and the ongoing Russia - Ukraine conflict. In this regard, it

requires the Government Prioritization to undertake cost cutting measures and

prioritization to ensure smooth implementation of priority government programmes

for the remainder of the financial year.

a The Revenues

4. The cumulative revenue collection including AIA for the period July 2022 to

April 2023 amounted to Ksh.1,894.6 billion(13.0 o of GDP) against a target of

Ksh.2,019.4 billion( I 3.9 o/o of GDP) resulting in a shortfall of Ksh. 124.8 billion.
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The shortfall was on account under collection of ordinary revenues by Ksh.144.9

billion and an over perforrnance of Ministerial AIA by Ksh. 20.1 billion.

The Expendituresa

5. The total expenditure and net lending for the period under review

amounted to IGh.2,302.1 billion(15.9o/o of GDP) against a target of

Ksh.2,635.9 billion(l&.2o/o of GDP) resulting to under expenditure of Ksh.

333.9 billion(2 .30/o of GDP).

. The Fiscal Deficit

6. The Overall fiscal deficit including grants for the period under review

amount to Ksh. 362.3 billion(2.5o/o of GDP) this was financed through Net

foreign financing of Ksh.98.1billion and Net Domestic Financing of Ksh.264.2

billion.

IIII. KEY ASSUMPTIONS IN THE FY 2022123 SUPPLEMENTARY

ESTIMATES NO.2

7. The following are the assumptions underpinning the FY 2022123

Supplementary Estimates No.2 :

(i)

(ii)

(iii)

(iv)

Total revenues are projected to decline from the original of 17.4 per

cent of GDP to 17.l per cent of GDP;

Overall expenditure and net lending has been revised from the original

projection at 23.3 percent to 23.2 per cent of GDP;

Grants are projected at 0.2per cent of GDP;

The overall fiscal deficit level inclusive of grants is projected at 5.8

percent;
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Net foreign financing is projected at 2.5 per cent of GDP ; and

Net domestic financing is projected at 3.3 per cent of GDP.

IV. FY 2022123 SUPPLEMENTARY ESTIMATES NO.2

Overall Expenditures

(v)

(ui)

a

8. The overall Ministerial Expenditure in the FY 2022123 Supplementary

Estimates No. 2 has decreased by 1.6 per cent from the original approved Ministerial

Budget Estimates. The Recurrent Expenditure increased by 7.3 per cent while the

Development Expenditure has decreased by 19.2 per cent. This is within the 10 per

cent allowable threshold for variation of a Supplementary Budget from the original

Budget as appropriated by Parliament in accordance with the requirement of the

Public Finance Management Act, (PFMA) 2012.

Table 1: Overall Change in the FY 2022/23 Budget Estimates Amount in

Ksh. Million
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9. The overall change inthe National Government Ministerial Budget (excluding

Consolidated Fund Services and County allocations) from the original approved

Ministerial Budget is a decrease of Ksh. 33.5 billion which reflects a 1.6 per cent

decrease. The decrease is largely on account of austerity measures to contain

expenditures to remain within sustainable fiscal path that will also signal fiscal

consolidation in the future. This is within the provisions of Article 223 of the

Constitution.

v ADHERENCE OF FISCAL PRINCIPLES AND FINANCIAL
OBJECTIVES

a Adherence to Fiscul Principles

10. The FY 2022123 Supplementary Estimates No. II adheres to the fiscal

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

These include:

Over the medium lerm, a minimum of thirty percent of the National Budget

shall be allocated to Development Expenditure.

I l. The National Government's Ministerial Development Budget is maintained

within the threshold of 30Yo over the Medium Term.

ll. The National Government's expenditure on the compensotion of employees

(including benefits and ollowances) for public officers shall not exceed 35

percentage of the Notional Government equitable shore of revenue raised

nationol plus other revenues generated by the Nationol Government

pursuont to Article 209(4) of the Constitution.

t.
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12. The Ministerial Expenditure for compensation of employees in the FY

2022123 Supplementary Estimates No. II is 25.5 per cent of the National

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

Government which is within the 35 percent threshold required in the PFM

regulations.

lll. Over the medium term, the National Government's borrowings shall be

used onlyfor the purpose ofJinoncing development expenditure and notfor

re current expendit ure.

13. The Government's medium to long term borrowing is aimed at financing

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

Debt Management Strategy (MTDs) approved by Parliament.

iv. Fiscul risks shall be managed prudently

14. 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 usually

prepared as part of the Budget Policy Statement. Potential fiscal risks arising from

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.

v. A reasonable degree of predictability with respect to the level of tax rates

ond tux buses shall be maintoined, taking inlo occount any tax reforms thot

may be made in the future.

15. 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
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out tax reforms through modernizing and simplifuing tax laws as well as tax reforms

to improve the ta< revenue base.

VI. COMPLIANCE WITH PAST POLICY RECOMMENDATIONS

16. During the approval of the FY 2022123 Original Budget, the National

Assembly made the following resolutions which have been addressed as indicated

in the following paragraphs:

17. Resolution 1: That a Multi-Agency team, comprising the Budget and

Appropriations Committee, the National Treasury, the Controller of Budget, Office

of the Auditor General and the Attorney General be established to undertake

legislative review of Article 223 for clarity and to enhance fiscal prudence with

regard to expenditure under the said Article and report to the National Assembly by

3fth June ,2023

18. Action taken: The National Treasury is in the process of setting up a Multi-

agency Taskforce. The Taskforce will have short-term and medium-term tasks as

follows:

i) In the short-term the Taskforce shall review the interpretation and

application of Article 223 of the Constitution and the legislative

framework for areas of improvement. The Taskforce may benchmark with

comparable jurisdictions on how similar additional expenditures as

contemplated in Article 223 are treated. The end product shall be a report

to the National Assembly with recommendations to be implemented to

enhance fiscal prudence on interpretation and application of Article 223 of

the Constitution; and
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ii) In the medium-term the Taskforce shall work closely with the National

Assembly to implement the recommendations adopted by the National

Assembly. This may include drafting of necessary legislation or

amendment of existing ones and conducting public participation before

submitting the proposed legislation to the Cabinet and National Assembly

for approval and enactment, respectively.

19. Resolution 2: That, during the processing of the Budget Policy Statement for

FY 2023124, the National Treasury prioritizes allocation of resources to the

Equalization Fund, including affears up to date:

20. Action taken: In the FY 2023124Budget, Ksh 10.9 billion has been allocated

towards the EqualizationFund. The National Government will endeavor to prioritize

arrears accruing to the Fund during the implementation of the Budget and over the

medium term.

21. Resolution 3: That, the National Treasury coordinates the development of a

framework for streamlining implementation of donor-funded projects including

grants to ensure optimal and timely absorption of committed development resources

and report to National Assembly by 1st July 2023 in line with the Accra Accord.

22. Action taken: In compliance with this resolution, the National Treasury will

coordinate the development of a framework for streamlining the implementation of

donor-funded projects including the existing financing frameworks and develop a

portfolio review and assessment report to fast-track implementation of all externally

VII. APPROVALS UNDER ARTICLE 223 OF THE CONSTITUTION

23. The National Treasury has approved expenditures amounting to Ksh.16.3

billion Under Article 223 of the Constitution. This comprise Ksh.5.1 billion under
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1.3 billion under Development Budgel Out of this amount

disbursed. The details of expenditure approved under

in Annex I of this statement.

Edjustrnents the National Treasury has made to the votes and

have exceeded the l0 percent threshold. The

this regard, requesting for special approval ofthe expenditure

are beyond the l0 percent threshold in accordance with

Public Finance Management Regulations, 2015 (See attached
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