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Foreword

The 2024Budget Policy StatemerfBPS) the second to be prepared under the
Kenya Kwanza Administratigmeaffirms the priority policies and strategiesler
the BottomUp Economic Transformation AgendBETA) and prioritized in the
FourthMedium Term Plan of the Vision 2030.

Since comingo office in September 2022, the Government has implemented bold
policy responses to mitigate the negative global and persistent shocks that have
pushedheeconomy to its lowest vibratgvel andembarked on structural reforms

to stabilize Government finances and the economy. These simotkde global

supply chain disruptions due to ongoing conflicts in Eastern Europe aNitltie

East high interest rates limiting access to credit and exacerbating debt servicing
costs;significant lossesand damages due to frequent extreme weather events; and
elevatedcommodity prices suchs petroleum products on accountt increased
geopolitical fragmentation and global oil supply cuts.

Against this background, the Governmeontinues tamplementinterventions

and policies to reduce the cost of living and improving livelihoods, while at the
same time fostering a sustainable inclusive economic transformation through the
BottomUp Economic Transformation Agendahis is meant to reverse the
economic recession and ignite economic recovéhys Development Agenda
recognizes the importance of managing the cost of living througkuveitioning
markets to enhancéncreased production angroductivity, availability and
affordability of goods and servisefor all citizens.Indeed, market failures in
sectors that supported the economy are glafihg.interventions targdive core
priority areas namely) Agricultural Transformation and Inclusive Growth; ii)
Micro, Small and Medium Enterprise (MSME) Economy; iii) Housing and
Settlement; iv) Healthcare; and v) Digital Superhighway and Creative Industry.

The Agenda places special focus on increased employment, more equitable
distribution of income, social security while also expanding the tax revenue base,
and increas# foreign exchange earnings. To realize this, @@ernment has
targeted 9 value chaingith the largest impact on jobs creation and economic
recoveryas follows: (i) Leather; (ii) Cotton; (iii) Dairy; (iv) Edible Oils; (v) Tea;

(vi) Rice; (vii) Blue Economy; (viii) Natural Resources Including Minerals &
Forestry); and (ix) Building Materials

Despite the challenging environmethtere is notablsignificant success following

the various interventions rolled out during the past one year by the Government.
Specifically, economic vibrancy has startéle economy remained strong in the
first three quarters of 2023, growing by an average of 5.6 percent, a demonstration
of resilience.This growthwas well above estimatedglobal and 8b-Saharan
African regionaverageof 2.9 percent and 3.3 percergspectivelyThe economy

is projectedo expand by 5.5 percent in 2028d 2024rom 4.8 percent ir2022

This growth outlook will be supporteoly a broaebased private sector growth
continued robusperformanceof the services sectors, the rebound in agriculture,
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and the ongoing implementation mdlicy measures to boost economic activity in
thepriority sectorof theBETA.

Over the next four years, the Governmentwill scale up efforts orpolicy
interventionsand structural reforms under BET#0 as tonavigate the global
turbulence, accelerate economic recovery, and address overarching development
challenges namely creating jobs, eradicating poverty and mitigating climate
changeAs part of the processhe Government will accelerate investments in: (i)
humancapital development(ii) reformingmarketssome of which aren disarray

and nonrfunctional (iii) domesticresourcemobilization and application of those
resources to development projedis) reform andrestructureof institutions and

(v) digitization so as taoordinate all thether four areas.

The fiscal policy stance for the FY 2024/25 and the medium term budget aims to
support the BottortUp Economic Transformation Agenda (BETA) through a
growth friendly fiscal consolidation plan. The consolidation will be supported by
enhanced revenue mobiltkan and rationalization of nepriority expenditure
while protectingessential social andevelopmenbudget As part of the process,

the Government has embarked on the implementation of the National Tax Policy
and the MediunrTerm Revenue Strategy (MTR8)at will further strengthen tax
revenue mobilization efforts to over 20.0 percent of GDP over the medium term.
In addition, tax administration by the Kenya Revenue Authority will be
strengthened through scaling up use of technology to seal leakages, khipa

will involve enhancements of iTax and Integrated Customs Management System
(ICMS) and usage of Tax Invoice Management SysteffINES). Further, the
Government will scale up efforts on requiring the various Ministries, Departments
and Agencies (MDA) to not only mobilize more netax revenues but also transfer
resources to exchequer. Eventually, majority of the MDAs are expected to-be self
financing. These policy strategies are expected to expand the primary surplus in
the fiscal framework and stdilze the growth of public debt thereby boosting the
countryés debt sustainability position

Given the limited resoges,the hard sector ceilings provided for the FY 2024/25
and themediumtermbudgetwill form the basis othe detailed budgetilocations

for submission to Parliament by"38pril, 2024.In this regard, all Sector Working
Groups and MDAs are expected to prepare their budgets consistent with the hard
sector ceilings and adopt the value chain approach under the five cfosties

nine value chains as enumerated eatlefacilitate the finalization of the FY
2024/25and the mediurterm budget proposals.

NJUGUNANDUNGO6 U, CBS
CABINET SECRETARY

2024Budget Policy Statemel



Acknowledgement

The 2024Budget Policy Statement is prepared in compliance with the provisions

of the Public Finance Management Act, 2012. It outlinestitzegic priorities of

the Government, highlights tlceirrent state of the economy, provides mdigcal

outlook over the medium tertngether with a summary of Government spending

plans as a basis for the FY 2024/2%e publication of the 2024 BPS aints

i mprove the publicdéds understanding of Ken
debate on economic and development matters

The Government is keen on fostering prudent management of public resources in
order to support inclusive economic growth and developnhetitis respect, the
Governmenhas adopted a fAhard budget constrai:
fiscal frameworlfor FY 2023/24 Expenditure requirements arising within the year

will be financed by cutting back on other expenditures thereby maintaining the
expenditure ceilings and primary budget bakaas per the fiscal frameworkhis

policy has been operationalizéd the current financial yearnew expenditure
requirements which have arisen during the year have been accabechdxy an
across the board 10 percent budget cut. Additionadhyle preparing this budget,

all proposed Ministries, Departments and Ages (MDAs) budgets for FY
2024/25have been scrutinized carefully to ensure quality and alignment to the
Go v e r n Batom Up £conomic TransformatioAgenda as outlined in this

BPS and the Fourth &tlium Term Plan and other strategic interventions of
natioral interest

The wlicy measures outlined in the 20B#S are expected to prove economy

wide efficiencies, create an enabling environment that supports growth in
businesses and investment, reduce the cost of liaggvell as enhance the
wellbeing of all KenyansThe tight fiscal stance isexpected toreduce debt
vulnerabilities througmplementation of reforms to broaden the domestic tax base
and improve tax compliance. Expenditure rationalizationasifitinue tdocus on
enhanced efficiency of public investments, better targeting of subsidies and
transfers, addressing weakness in state corporations, and digital delivery of public
services. Social safety nets andiscal risk management frameworkill be
enhanced

The completion of this policy statement was as a result of collective effort by
various MDAs who provided valuable information. We are grateful for their
contributions. We are also grateful for the inputs we received while preparing this
document from the Macro Working Group; stakeholders and the general public
during theCountryWide Public Participation in OctobelNovember2023and the
Public Sector Hearingt;h December2023 A dedicated team in the National
Treasury spent substantial amount of time putting together this BPS. We are
particularly grateful to them for their tireless efforts andicition.

DR. CHRIS KIPTOO, CBS
PRINCIPAL SECRETARY /THE NATIONAL TREASURY
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Aboutthe Budget Policy Statement

The Budget Policy atement (BPS) is@overnmenpolicy document thates out
the broad strategic priorities andlipg goalsto guide theNational Government
and theCounty Governmentsn preparing their budgets for theubsequent
financial year and over the medium term.

In the documentadherence to the fiscal responsibility principles demonstrates
prudent and transparent management of public resources in line with the
Constitution and the Public Finance Management (PFM) Act, 2012.

Section 25 of the PFM Act, 2012, provides that the National Treasury shall prepare
and submit to the Cabinet the BPS for approval. Subsequently, the approved BPS
is submitted to the Parliament, by thé"18 February each year. Parliament shall,

not later than 14 days after the BPS is submitted, table and discuss a report
containing its recommendations and pass a resolution to adopt it with or without
amendments. The Cabinet Secretary, the National Treamod Economic
Planning shall take into account o&gions passed by Parliament in fizalg the

budget for the FY 2024/2&nd the medium term.

The Budget Policy Statemetntains

(a) an assessment of the current state of the ecorinalyding macroeconomic
forecastas well as the priorities of tli@overnmenturrent pillars of growth
and strategic directions

(b) the financial outlook with respect ®overnmentevenue, expenditures and
borrowing for the next financial year and over the medium term;

(c) the proposed expendituceilings for the National Governmentincluding
those ofParliament and the Judiciary and indicative tfarssto County
Governments

(d) the fiscal responsibility principles and financial objectives oventadium
termincluding limits on total annual dekdnd

(e) Statement of SpecifiEiscalRisks.

The peparation of the BPS is a consultative process that invekeking and
taking into accounthe currentGovernmenprioritiesand challenges in economic
management anithe views of:The Commission on Revenue Allocatio@punty
GovernmentsController of Budget; Parliamentary Service Commission; Judicial
Service Commissionylinistries, Departments and Agencigise public and any
other intersted persons or groups.

Viii
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l. SUSTAINING BOTTOM -UP ECONOMIC
TRANSFORMATION AGENDA FOR ECONOMIC
RECOVERY AND IMPROVED LIVELIHOODS

1.1 Overview

1. The 2024 Budget Policgtatemen{BPS) the second to be prepared under
the Kenya Kwanza Administration, reaffirms the priority policies and strategies
outlined inthe BottomUp Economic Transformation Agend8ETA) and as
prioritized in theFourthMedium Term Plan of the Vision 2038ince comingo
office in September 2022, the Government has implemented bold policy responses
to mitigate the negative global and persistent shocks that have phhskednomy

to its lowest vibrant level, and embarked on structural reforms to stabilize
Government finances and the economy. These shocks inglabal supply chain
disruptions due to ongoing conflicts in Eastern Europe andviidele East
tightening of monetary policy in the developed world leadinggh interest rates
thatlimit access to credit aneikacerbating debt servicing costs; significant losses
and damages due to frequent extreme weather eventsjematied commaodity
prices suchas petroleum products on account of increased geopolitical
fragmentation and global oil supply cuts.

2. Against this background, the Government continues to implepaity
reforms and programsiterventions to reduce the cost of living and imgrov
livelihoods The critical focus here is that of ensuring poverty reduction after a
series of negativehocks thats the underlying critical factoryhile at the same
time fostering a sustainable inclusive economic transformation through the
BottomUp Economic Transformation Agenda. This is meant to reverse the
economic recession and ignite economic recovery. Dieigelopment Agenda
recognizes the importance of managing the cost of living througHuvetioning
markets to enhance productivity, availability and affordability of goods and
services for all citizens. We have noted that market failures in sectors that
supported the economy are glarifige interventions targétve core priority areas
namely:i) Agricultural Transformation and Inclusive Growth; ii) Micro, Small and
Medium Enterprise (MSME) Economy; iii) Housing and Settlement; iv)
Healthcare; and v) Qital Superhighway and Creative Industry.

3. Despite the challenging environment, we have noted significant success
following the various interventions rolled out during the past one year by the
Government. Specifically, economic vibrancy has started. The economy in the first
three quarter®f 2023 remains strong @n average growth d§.6 percent a
demonstration of resilience. This growth well above estimated global and Sub
Saharan African region average of 2.9 percent and 3.3 percent respedGineely.
economy is projected to expand by 5.5 percent in 2023 and 2024 from 4.8 percent
in 2022. This growth outlook will be supported by a brbaded private sector
growth, continued robust performance of the services sectors, the rebound in
agriculture, and the ongoing implementation of policy measures to boost economic
activity in the priority sectoref the BETA.
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4. Other progress has been realised in the core pillars of the Bbjfpom
Economic Transformation Agendia order to support livelihood and businesses,

the Governmenthrough theFinancial Inclusion Fund, or th@lustlers Fund@has
providedaccess to affordable creditager20 million Kenyansand MSMEs at the

bottom of thepyramid and encouradesavings To ensure food security in the
country thereby reducing the cost of living, the Governmelted outfertilizer

and seeds subsidies to farmers across ¢b@toy; and granted duty waiver for
importation of key food products such as white maize, rice, yellow maize, soya
beans, soya bean meal, assorted protein concentrates, and feed additives in order
to bridge the food stocks deficit as well as lower andlgtalfood prices.

5. To promoteachievement of thaniversal hedh coveragethe Government

has eformed the National Health Insurance Fund to meet the urgent needs of
Kenyans at the bottom of the socioeconomic structure by actualizpgiese as

a social medical insurance facilitffhe Government is on track to facilitate
delivery of affordable houses and enalisv-cost housing mortgages. The
Housing Levy that was enacted in Finance Act, 2023 is providing dakaffund

that will derisk investors, and offer affordable finance to heomners, bringing
home ownership within the reach of the majority of urban population. To foster
digital transformation, the Government has closed the digital divide between urban
and rural areas by pravg last mile connectivity to 25,000 small towns within
proximity of fibre backbone, thereby positioning Kenya to expand the pool of its
global digital workforce without requiring physical mobility.

6. Over the next four years, the Government will scale up efforts on policy and
structural reforms under the BETA so as to navigate the global turbulence,
accelerate economic recovery, and address overarching development challenges
namely creating jobs, eradittng poverty and mitigating climate chandes. part

of the processthe Government will accelerate investments inh@inancapital
development; (ii)revive and sustain markets to play their pivotal fungtiar)

develop diverse methods falomestic resourcemobilization; (iv) reform and
restructure ofnstitutionsto provide policy leadership and policy implementation

and (v) dgitization so as to coordinate all the other four areas.

7.  Onhumancapitaldevelopment, iorderto achieve economic transformation,
two driving factors are important, that is, human capital development and
enhancement of savingdhe Government will ignite a sustained economic
transformation by raising capital accumulatidrhis isin addition to ongoing
investments in education, health, nutrition and labour markets to boost human
capital development

8. On revival and sustaining markets to play their pivotal functiorost
Kenyans overtime sunk into abject poverty mostly because markets in their
segments were interfered with amarkets werenot properly governed. This
disrupted market development, and importantly curtailed further investments in
those sectors. Examplasesubsectors like sugar, coffee, pyrethrum, cotton, even
tea and milk where markets were interfered with. The outcome of this is an
institutional failure problem that pushed policies td fand poverty because
widespread The interventions at the Bottom of the pyramid under this
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Administration, are therefore targeted to ensure markets work for the poor and also
markets should work for everybady

9. Onthedevelopment of diverse methods famgesticresourcanobilization

the Government is keen to raise domestic resources to support implementation of
various ongoing programmeEBhe National Treasury has embarkededesign the
taxationinstrumentdo make them morsupportve to economic activity without
distorting the market aneroding investment incentiveghis 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 pércent of GDPThis will be done through

the implementation of thélational Tax Policy and th®lediumTerm Revenue
Strategyfor the period FY 2024/252026/27 that willprovide a combination of

tax administration and policy measures to enhance revenue mobilization

10. The Government has also scaled up efforts on requiring the various
Ministries, Departments and Agencies (MDAS) to not only mobilize moretaron

revenues but also transfer resources to exchequer. Eventually, majority of the

MDAs are expected to be sdihancing.On the Tax Administration side, the

Aut horityés capacity will be scaled up to
enhancements of iTax and Integrated Customs Management System (iCMS); and

use of eTIMS (Tax Invoice Management System). Thesdiqy strategies will

expand the primary surplus in the fiscal framework and stabilize the growth of
public debt thereby boosting Indidertocountryo:
boost supply of public goods, the Governmeiit leverage orthe Public Private

Partneships (PPP) framework so as to tap into capaciprighte sector to deliver

projects that have strong economic, commercial and environmental benefits and

aligned to the BETA priorities.

11. On the eform andrestructureof institutions the Government has embarked

on a process to wean some of the parastatals from reliance on exciadber.
same time, some institutions have governance related .idsuéee with the
Privatisation ActEntitieshavebeenidentified and proposed to be included in the
2023 Privatisation Programme. These include eleven Government Owned
Enterprises and Government Linked Corporations

12. Lastly, the Government will leverage on digitizatiom coordinate all the
aboveinterventions . Specifically, the Government will digitize and automate all
critical Government processes throughout the country, with a view of bringing
greater convenience to citizensupport extension of National Fibr@ptic
Backbone infrastructure to ensure universal broadband availability and promote
investment in the digital superhighway and the creative econmise revenue
efficiently for Government services that gaad forelectronically, thugradicaing
leakage.

1.2 Core Pillars

1.2.1Agricultur al Transformation and Inclusive Growth

13. Agriculture remains a core pillar for the realization of the Bottdmn
Economic Transformation Agendabs aspirat:.
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means of livelihood to the majority of the Kenyan peopheorderto support
agricultural production the Governmentrolled out a countrywide farmer
registration and fertiliser subsidy programme that has made available 5.5 million
bags to farmers across Kenya. The Government has also progressively reduced the
cost of fertiliser from Ksh 6,500 to Ksh 2,500, increased enaireage under
production by an extra 200,000 acres and enhanced maize production by an
additional 18 million bags.

14. To achieve efficiency, transparency and accuracy in fertiliser distribution, the
Government enrolled farmers on a digital register, with accurate details of the
location and acreage of their agricultural landholding. The database enabled the
Government tamplement an &oucher system through which farmers received
their fertiliser consignments for planting and g@ssing of maize, tea, coffee,
rice, potatoes, cotton and edible oil crops.

15. Additionally, the Government has made adequate arrangements, including
investment in necessary infrastructure, to facilitate-pastest management and
prevent lossesSeventeertertified warehouses, jointly managed by the National
Cereals and Produce Board and private sector owners, widmbined capacity

of 365,000 metric tonnesr 4 million 90k i | o ghags,rhavé been prepared in
the maizegrowing areas-urther the Government has mainstreamatk priority

value chains into the budget includingose that have the highest potential to
impact on theeconomic vibrancy and reduce cost of food stulfiisreasing exports

(tea, dairy, leather), reducing food imports (rice, edible bllee economy

16. Over the medium term, th&overnment will align all policies under the
agriculture sector towards increasing food production, boosting smallholder
productivity and reducing the cost of fao@verall, the strategies under the
Agricultural Transformation and Inclusive Growth Pillar will be geared towards:
addressing the cost, quality and availability of inputs; reducing the cost of food and
cost of living in general; reducing the number of faeskecure Kenyans; raising
productivity of key food value chaingjcreasing access to affordable credit and
agricultural extension services; creating direct and indirect jobs, increasing average
daily income of farmers as well dsreign exchange earninggind revamping
underperforming and collapsed export crops while expanding emerging ones.

1.2.2Transforming the Micro, Small and Medium Enterprise (MSME)
Economy

17. The Micro, Small and Medium Enterprise (MSME) Economy provides
diverseenor mous opportuni tecomosic fransforma€ienny a 6 s
especially by providing income opportunities for economically excluded segments

of the population including youth, women, persons with disabilities angkaied

persons, who experience piisportionately high unemployment.

18. In order to suppoindividuals and MSMEs at the bottom of the pyrantine
Government established the Financial Inclusion Fund, or the Hustlers Fund in
November 2022s an intervention to correct market failure problems at the bottom
of the pyramid and to cushion the MSMEs against high cost of cBydihe end

of November2023, the Fund had disbursed Ksh 36.6 bilaomd realized Ksh 2
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billion in savings, beditting 21.3 million customerswvith 7.7 million repeat
borrowers whose overall repayment rate is at an impressive 73 per cent. The top
borrower of the fund has so far accessed a total Ksh 4.5 million in 816 transactions,
while the top voluntary saver is at K631,491.

19. Inthe intervening period, the Hustler Fund has also launched a group product,
which has attracted 50,000 active groups to the platfofrashich 20,000 have
received Kk 151 million. Going forward, he Fund will be enhanced with specific
financial products to provide additional enterprise and business facilities for
existing mama mboga and boda boda saccos.

20. Building on the progress mad& support MSMEsthe Governmentill
review and rationalise all business licencesstablish MSME Business
Development Centre in every ward, an industrial padach countynd business
incubation centre in every TVET institution.

1.2.3Housing and Settlement

21. As a core pillar in Bottosp Economic Transformation Agenda, the
Governmenis committed to ensuring that thenstitutional right to accessible and
adequate housing achieved For this reason, through the Affordable Housing
Programme, the Government targets to support provision of at least 250,000
affordable houses to Kenyamvery year thereby increase the percentage of
affordable housing supply from 2 percent to 50 percEmé Government is on
track to facilitate delivery of affordable houses and enable low cost housing
mortgages.

1.2.3.1Urban Housing

22. Theestimated shortfall of 200,000 urban housing units a year, has led to high
cost for very poor quality housing including slums. In order to bridge the housing
gap,the Government has launched several affordableimgysojects across the
country The construction of 46,792 units in various parts of the country is already
underway, while another 40,00@itsare ready to commence construction. A total

of 746,795 housing units are in the pipeline, undergoing various stages of delivery.

23. The Governmenis also implementingolicy and administrative reforms to
lower the cost of construction and improve access to affordable housing finance
while creating jobs and entrepreneurial opportunities to all Kenyattgs regard,

the Government is structuring affordable lelegmn housing finance schemes,
including a National Housing Fund and Cooperative Social Housing Schemes, that
will guarantee off take of houses from developers. As part of the prabess
Housing Levy that was enacted in Finarxct, 2023 is providing an off take fund

that will derisk investors, and offer affordable finance to hemmeners, bringing
home ownership within the reach of the majority of urban population.

24. The Affordable Housing Programmis also envisaged as a job creating
economic stimulus that will offset the cutback in public infrastructure spending.
The Rogramme is expred to create quality jobs fgouths, employing graduates
from TVETS, directly in construction sector and indire¢tisoughout every value
chain in the housing development ecosystalready, 50,000 Kenyans, who were
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previously unemployed, are now engagéeectly and indirectly in this enterprise,
and the numbers will significantly increase as the projects move into the next
phases.

25. Towards this end, the Government will continue to upgrade and support Jua
Kali capacity to produce high quality construction productions by linking it with
technical and vocational education institutions. More jobs will be created with the
formalisation ofthe Jua Kali clusters, providing products like doors, hinges and
windows. Architects, engineers, quantity surveyors, masons, electricians,
plumbers, transporters, steel and cement factory workers, and hardware merchants
will be partakers of this transfoative plan from the bottom up.

1.2.3.2Rural Housingand Settlement

26. To support rural housing and settlement, the Government will establish
Settlement Fund similar to the one that was used to acquire land from settle
farmers after independenciheland purchased by the scheme will be subject to
land use planning where beneficiaries will own transferable residential plots in
planned settlemend stop land fragmentation.

1.2.4Healthcare

27. The Constitution guarantees Kenyans the right to the highest standards of
health.For this reasonthe Kenya Kwanza Administratiordentified healthcare
delivery as one of the core pillars of tBettomUp Economic Transformation
Agendaln order to deliver Universal Health Coverage, the Governerabearked

on various interventiont: i) provide fully public financedrimary health care
system, an emergency care fund and a health insurance fund that will cover all
Kenyans ii) install digital health manageent information system, iii) set up a
Fund for improving health facilitiesy) set up arEmergency Medical Treatment
Fund iv) establishaNational Insurance Furtiat covers all Kenyans, anglavalil
medical staff who would deliver Universal Health Coverage.

28. Significant pogress has been made in the delivery of the universal health
care.Notably, the Government hagformed the National Health Insurance Fund

to meet the urgent needs of Kenyans at the bottom of the socioeconomic structure
by actualizing its purpose as ac®d medical insurance faiy. Health insurance
coverage in Kenya has generally been low at 26 percent, with those at the bottom
of the economic pyramid having the least coverage of less than 5 per cent. Many
Kenyans incur catastrophic expéndes from outof-pocket healthcare payments,

while many more do not seek care when they fall ill, because they simply cannot
afford. Over the last decade, several measures have been put in place to enhance
the capacity of the National Hospital Insurakaad to effectively deliver on its
mandate. While these reform initiatives have yielded significant progress, several
gaps remain. Recent analysis shows that, among others, the NHIF operates as a
passive, rather than a strategic purchaser, is plagued dfficiency and
governance challenges, and is potentially financially unsustainable.

29. To strengthen the legal basis for health financing, health service provision and
achievement of UHC, four new health laws have been enacted. These are: i) Social
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Health Insurance Act, 2023; ii) Primary Health Care Act, 2023; iii) Facility
Improvement Financing Act, 2023; and iv) Digital Health Act, 20B3ese laws

will usher in and guarantee a new era in the provision of healthcare, covering all
essential services from preventive, promotive, -curative, palliative and
rehabilitative services, guaranteeing every Kenyan access to comprehensive and
quality cae. The Social Health Insurance Aetill among other things, establish

the publicly financed Primary Health Fund,fully publicly financed chronic,
emergency and critical illness fund and the Social Health InsurancelRwrder

to enhance access to healthcare, @myernment will be implementing a per
household payment system, where a flat rate applies to everyone, regardless of their
income.

30. To increase the availability of human capital in public health sether
Government hasscaled up investment in healthcare workforoeder Afya
Nyumbani.Under the progran§,429 workers whose contracts had lapsade

been renewednd 4,129 interns enrolled across the countryAdditionally, the
Government hasatlaborated withall the County Governments to recrusnd
deploy100,000 community health promot€¢@&HP) throughout the countrin the

last one month, CHPs have attended to 1.2 million househidigswork of the
promoters will include basic preventive and promotive health, health education,
basic first aid for the treatment of minor injuries and ailments at the household
level and referral for facilijbased healthcarBach community health promoter is
allocated 100 homes within their neighbourhoods countrywide. Considegng th
pivotal role played by community health in the attainment of UHC, the tiemgy
financial sustainability of community health is contingent on enhanced domestic
resources for healtithe National Government is working closely with the County
Governments to strengthen the delivery of community health services through
payment of stipends f&HPs on a matching basis of 50:50.

31. To better deliveuniversal health coverage, tB®vernmenhasleveragedn

the digital health agenda starting from the community ldwethis regard, he
electronic community health information systemsC¢dIS), which is live and
being used by the promoters across the country, is a simple anthiersdly
mobile health application that will be used to collezttime accurate household
data, initiate planning for health service delivery and provide linkage to health
facilities. Along with the CHP k# the Government has provided 110,000
smartphones for use by the promoters and Community Health AssiStaistwill
provide gquality community health datéat isessential for the planning, resource
allocation and monitoring of progress towards Universal Health Coverage.

32. To further deliver universal health coveratigs Government has instituted a
paradigm shift to preventive and promotive health rather than cur@tieeshift

will further be strengthened by the promotive services provided by community
health promoters at the household units, and integration of preventive services at
the primary health care levels. These services will include screeniogrditions

such ashypertension, diabetes and eye conditions; offer the necessary health
education on water and satiiég, nutrition and provide community rehabilitation
services, among others. These services will be provided through multidisciplinary
teams that will be established at the level of the Primary Care networks.
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1.2.5Digital Superhighway and Creative Economy
1.2.5.1Digital Superhighway

33. The Government recogniz#sat digital economysithe emerging frontier of

opportunity, poductivity and competitiveneskr ordertoe nt r ench Kenyaods |
in digital economythe Government under the BETA committed ijopromote

invesiment in the digital superighway and the creative economy; slipport

extension of National Fibr©ptic Backbone infrastructure to ensureivarsal

broadband availabilityand iii) digitize and automate all criticabovernment

processes throughout the country, with a vadwringing geater convenience to

citizens.

34. The Governmenhas made progress to honor thesenmitments. Indeed,
whenthe Kenya Kwanza Administratiocame to office, only 320 Government
services were available online. Today, there &80d0services anavith a target

of onboardhg all services by the end of the year. This has increased efficiency in
service delivery, revenue collection and enhanced accountalildyking with

the private sectorthe Governmentaunched the local assembly of affordable
smartphones November 20230 Athi River. In particular, the Government has
prioritized digital registration in order to promote a reliable identification and
authentication system for all citizens and reduce fraud linked to identity theft. A
reliable and centralized identification system will also support better management
of social programmes, deéry of essential services and transparency and
accountability in Government operations. As part of the digitized registration
system, the Government has developed the following: i) Maisha Namba,; ii) Maisha
Card; iii) Digital ID; and iv) National Populath Master Register.

35. The Government is currently rolling out the last mile 100,300 of fibre

optic infrastructure throughout the country to impramternet connectivity in

health facilities, schools, Judiciary offices in far flung areas, and other public
institutions.The Government is also concurrently setting up 25,000 WiFi hotspots
targeting fresh produce markets, bus parks and other public spaces. Further, the
Government is working with Members of Parliament in theupebf 1450 ICT

Hubs equipped for digital innovatiom every ward in the country8 remote
working and other online enterprises to enable our youth to find opportunities

36. The Government has algwioritised the teaching and learning of digital
skills, including coding, from the primary school level to tertiary education, be it
technical and vocational education and training (TVET) institutions, or other
colleges and universities, including theceatly launched Open University of
Kenya to prepare children to lmempetitivein the economy of the future. The
curriculum for primary and secondary schools as well as tertiary learning
institutions, will continuously be reviewed tmake sure that Kenya's youth stay up
to speed in terms of global technological desThesenitiatives are expected to
spur ecommerce, the creative arts and the digital economy; the frontier of our
BottomUp Economic Transformation Agenda.

37. Over the medium, the Government wathntinue to:increase and fastack
broadband con-nectivitgcross the country by consttian of nationalfibre optic
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connectivity networkenhance @vernment service delivery through digitization
and automation of all government critical procese&sblish Africa Regional Hub

and promote the development of software for expogpjementhe Digital Master

Plan will adhere to environmental agreenseintwhich Kenya is a signatory; and
strengthen Konza Technopolis to bring together industry, academic institutions,
and other innovators to @nvest in emerging technologies to create kygiality

jobs that leverage artifial intelligence, robotics, and other technologies.

1.2.5.2Creative Economy

38. TheGovernment is committeid leveragaligital prowessn orderto enhance

the creative economyods posit cootnbut@s a si gni
to fashion and value addition to leather and crafts expoxtafds this end he

Government will continue protecting intellectual property rights as the foundation

of effective monetisation and mainstream the development of arts and culture
infrastructure. Further, the Government will extend incorporating the creative

economy intolie Brand Kenya and commercial diplomacy initiatives, establish a

vibrant film ecosystem and facilitate the monetisation of music to promote
entrepreneurship.

39. The creative industry will significantl:
fashion, leather products andaft industries among otherBhe Government will

mainstream the creative economy into Brand Kenya and our commercial

diplomacy, including appointing accomplished Kenyan artistes and creative sector
personalities as cultural ambassadors. Government will continue to partner with

others$ akehol ders such as Holl ywoodés I nvent.i
rapid growth of Kenyads film industry.
1.3Enablers

40. Attainment ofGovernmeni Bottomi Up Economic Transformation Agenda
will be underpinned by sound and innovative policy and structural retangested

at all socioeeconomic sectorshuilding efficient infrastructure, climatehange
mitigation mechanismsas well adoster strict compliance with the Constitution
and the rule of lawThis will create a strong and solid foundation for economic
transformation and industrialization as envisaged in the Kenya Vision &80
supported b\BETA. This will improvethe living conditions of all Kenyansnd
fight poverty that has engulfed majority of Kenyanke following enablers will

be prioritized to enhance the attainment of the Agenda:

1.3.1Infrastructure

41. Development of critical infrastructure is key to economic growth as well as

key enabler to the implementation of Bottdyp Economic Transformation

Agenda (BETA). The Government will continue to intensify nati@mal regional

connectivity through water, road, rail, port, energy and fdptc infrastructure in

order to achieve socioeconomiatn s f or mati on i n the country
competitiveness and facilitate crossborder trade and regional integration.
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Infrastructure lowers transactions costs and hence enhances profitability of private
investments.

1.3.1.1Water

42. In Kenya, more than 90 percent agricultural products are grown ife@in
farming systems and only 20 percent of land is deemed suitable fefedain
agriculture. The remaining land requires irrigation to ensure optimal production
due to inadequate rairifaTo enhance access to safe water for domadstigation

and industrial use, the Governmdrasmade significant progress by developing

the Water (Amendment) Bill, 2023 which seeks to promote private investment in
the water sector through the Pubfdvate Partnerships (PPPs) model. The
amendments seek to expand the role of National Government entities such as the
Water Works Development Agencies (WWDAs) and National Water Storage
Authority (the NWSA) to provide water services by allowing them to anter

bulk water purchase agreements under the PPP Act, 2021 which was previously
the preserve of county water service providers (WSPs). Additionally, the
Governmenalsoplans to construct 100 dams in the next five years and are likely
to use the PPP mode

1.3.1.2Roads

43. The Governmenwill continueto strengtherthe institutional framework for
road developmenh orderaccelerate the speed of completiomeiv andstalled
road constructioprojects to cater for the growing populatitmorder to minimize
waste of resourcsethe Government will ensure all projeeirecompleted within
two years and no new projeatill be launched before the ongoing ones are
complete

44. Over the medium term, the Governmenill prioritize upgrading and
maintaining rural access roattsopen up the rural areas to enable farmers to get
their produce to markets faster and cheaplye Government will alsomprove

road infrastructure in urban informal settlement and critical national and regional
trunk roads thahave the highest immediate economic impdad. streamline
transport accident investigations, the Governmemit establish the Kenya
Transport Accident Investigation Bureau (KTAIB) as part of institutional and legal
reforms proposed. The Bureau will utilize international best practices and will
pursue safety interventions in road, rail, pipeline and marine transport

1.3.1.3Electricity

45. Access to affordable and efficient energy is cruoiatheachievement athe
socioeconomic transformation as envisioned tie BottomUp Economic
TransformatiolAgendaa nd t he Ke ny.aMhike gevigrasian capaci®/ 0 3 0
and total electricity connections have increased considerably in the recent years,
electricity in the country remains expensiveamparison to other countries.

46. To reduce electricity prices, th@overnment has introduced a myriad of
interventions toprovide relief for electricity consumers while at the same time
ensure the longerm viability and sustainability of the energgctor This includes
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Renewable Energy Feed Tariffs (REFIT), investment in geothermal energy,

rural electrification andengagement ahdependent power producerskeeping

with the Renewable Energy Auction Polichhe Government haalsolifted the

moratorium on Power Purchase Agreements (PPAs) as a way of enhancing the
nationbébs energy security through opening
investments.

47. Building on these interventionge Government has set up a teanattvice

on how to bring down the cost of electricity to lower the cost of living by the end

of 2023.The Government will continue to support the useenfewable energy.

Kenya has abundant renewable energy sources such as wind, solar, and geothermal
power. By investing in these sources of energy, Kenya can reduce its dependence
on expensive fossil fuels and lower the cost of electricity.

48. In order to meet thgrowing demand foelectricity, the Governmenhas
successfully completed key transmission projects that connect most parts of the
courtry to the national grid. The tAi River Substation, 400kV Suswalsinya
Transmission Line, 500kV HVDC Ethiopia Kenya Transmission Line and
Converter Substation at Suswa, 132kV Olkardarok Transmission Line ,132kV
Mwingi T Kitui Transmission Line, Kitui Substation and 220/400ksinya i
Namanga Substatiohave beencompleted and commissionedmorg other
projects.

1.3.1.4Petroleum and E-mobility
Petroleum

49. Price volatility of petroleum products remainkey challenge for consumers
and economic stabilityn order to stabilize consumer pricagainsunpredictable
swings in global oil priceghe Government has developed a strateggvive and
commercialize the National Oil Corporation of Kenya (NOCK). Unttes
strategy, NOCK will benefifrom a partnership that restructures it into three
subsidiaries segmented around the petroleum products-cladure along the
following streamsNOC Upstreaniimited, focused on exploration and upstream
production activities and services; NOC Downstream Limited, focused on
marketing and distribution of petroleum products; and NOC Trading Limited,
specializing in holding strategic stocks of petroleum produatsiniport and
export

50. The Governmenhas alsapproved the acquisition of the Kenya Petroleum
Refineries Limited (KPRLpy the Kenya Pipeline Company Limited (KPC). This

is expected to enhance petroleum supply chain infrastructure and thereby result in
security of supply and cost efficiency through reduced demurrage costs and
enhanced penetrah of LPG usage in the countryhis will enhance efficiency

and also foster synergy in the petroleum value chain by optimizing the use of our
existing downstream petroleum infrastructure.

51. Further to cement the country as a leader in green energy, the Government
has developed thkiquefied Petrolem Gas (LPG) Growth Policy. Theokcy

seeks to steer our nation along an irreversible path towards securing the dignity of
all households through the use of safe and affordable LPG. The Policy provides a
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pathway for progressively weankuwgf the 0 percenpf Kenyan householdsom
usingdirty fuels as their primary cooking fudlhe Plicy proposes thatll housing
developments to have provisions for liquefied petroleum gas reticulation
infrastructure. This provision will be embedded as a prerequisite for approval of
any housing development projects, including those under the Affordable igousin
Programme. Thepolicy further seeks t@ncompass establishing commaser

LPG import terminals, distributing sudized LPG cylinders to lovincome
households, promoting LPG use in institutions, facilitated by partnerships with
finance institutions, LPG players, and the Ministries of Education and Health.
These measures aim to reduce consumer prices, improve pabldity sind
contribute to both public health and environmental sustainability.

E-Mobility

52. BETA identifies the adoption of electric mobility, omaobility, as a priority
intervention to achieve the wimin outcomes of reducing greenhouse gas
emissions, providing cheapeansporiand leveraging our large local and regional
motorcycle market to build an electaad battery electrigehicle industry.

53. Motorcycles comprise the fastest growing form of transport in many
countries. This habkad serious implications for climate change and air quality.
Africa now faces a tremendous carbon dioxéeissions challenge owing to its
huge twewheeler, internal combustion engine powered flageing fleets and
unsustainabléechnologiesare to blame for this hazarth Kenya, two and three
wheeler vehicles comprise the largest share of the national fleet, at 67 percent. This
puts Kenyan cities and urban areas ingda of turning into heavily polluted and
unhealthy places, placing millions of enterprising people at great risk.

54. For this reason, the Government has adogtetbbility is a highpriority
intervention to address the challenges of pollution, adverse health effects and fuel
costs that raises operational and health costs across the ®wass$sful transition

to emobility requiresintensive investment tceconfiguretransportation system
through electrification and the provision ddll necessary services and
infrastructureghroughout the ecosysteffio attract investmenthe Government

has developed a compelling paclagf incentivesfor serious investors in-e
mobility to stake their capital on opportunitiestinh e ¢ ogreen growih s
agenda

1.3.2Manufacturing Sector

55. Manufacturing sector in Kenya plays an important role in drigognomic

growth by promoting and supporting productivity, boosting employment and
enhancingcompetitivenessf the countryin exportsmarkets TheGov er nment 0 s
value chain approachis expected to revamp the sector, aedcourage
competitiveness and growth of local industrielse Government has implemented

the followinginitiatives across the value chains:
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1.3.2.1Agro-Processing

56. To promote growth of the agqmocessing sector, the Government will
continuesupporing value addition to agricultural produce across the value chain.
This will involve processing tea, coffee, meat, sugar, dairy, fruits and vegetables
locally in order to obtain morealue and creatadditional jobs and wealth for
Kenyans.

57. In Kenya, posharvest management has been a major challenge in the
agricultural sector with estimated loss of 20 percent to 50 percent of harvested
crops, fruits, vegetables and fresh horticultural produce, mainly due to poor storage
and handling practise In the view of addressing the posirvest losses and
enhance farmers income, the Governmentiegginthe construction athe initial

18 County Aggregation and Industrial Parks (CAIPs). The CAIPs are special zones
being setup by the Government with ¢haim of having the project implemented

in all 47 Countiesby FY 2025/26. This CAIPs will provide value addition centres
for agricultural products as well as storage facilities.

1.3.2.2Leather and Leather Products

58. Kenya remains a leading producer of hides and skins in Afficaleather
industry has the capacity to deliver 80,000 jobs and 100 billion ddllarsupport
the growth of theéeather industry in the country, the Government lild on the
ongoing interventions to facilitateocal processing o&ll hides and skinshat
include;seting up of leather cottage industriaadexpansion of existing tannerjes
completing the development of leather parks such alkehga Leather Industrial
Park (KLIP)andKenanie and suppoihg establishment of processing clusters in
Iss ol o, Wajir, Nar ok, Ewaso Ngodiro

1.3.2.3Building and Construction Materials

59. The Government will continue tsupportbuilding and constructionalue
chainspy: initiating the establishment of industrial park for construction materials;
enhancing local manufacturireg construction materials (clinker, cement, cabros,
prefabs) and electrical and electronics fittings, cables and prodarads;ing
fencingcertain components of the low cost housing project for MSMEs.

1.3.2.4Garments and Textiles

60. Garments and textilesector hashuge untappedpotential of employing

thousands of Kenyans and earning significant foreign exchange. However, the

sector is confronted byumerous challenges including high cost of labour and low
agricul tur al productivity that hampers th
export. Tounlock the potential of the secttine Government wilbuild on ongoing

measures includingattracting investment in manufacture of garments and
apparels,promoting modernization of textiles nid and cotton ginnerse and

promoting linkage of MSMEs (tailors) with schools, institutions to provide a

market for uniforms.
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1.3.2.5Dairy Products

61. Dairy and livestock susectorsareani nt egr al part to the Gov
to improve food security, create jobs and baogiorts.To supportvalue chains

under thedairy subsector the Governmentargets to doublenilk production in

the next five years to expand opportunities for farmers. The Government has
alreadyput in place a solid plan that witloost increase in productidrom 5.2

billion litres to 10 billion litres a year.

62. As part of the processhe Government will modernise Kenya Cooperative
Creameries plants and install milk coolers countrywide so that more milk can be
processetoosting milk quality and income of dairy farmersie Government will
alsoeliminate brokers fronagricultural value chain using tlweunty aggregation
andindustrial parksso that farmers can earn maximum returns from their.milk
Other interventions include: duty free importation of raw materials for manufacture
of animal feeds to lower the cgstoduction and make animal feeds affordable;
establishment afottage industrieat the Nasewa Industrial Padgpromote animal
feeds productiorsupply and installation of dairy mechanization andreaddition
equipment includindulk milk coolers; angromotion ofinvestment in theold
chains

1.3.2.6Edible and Crop Oils

63. Currently, Kenya's edible oil consumption is estimated to surpass 900,000
metric tonnes annually, with only 80,000 metric tonpesduced domestically.

This vast productiordeficit, amounting to 820,000 metrtonnes is primarily
bridged through importdranslating to an import bill ochround Ksh 120 billion
annually. To reverse this trend, the Government will continueiniplement
measures targeted at increasing the annual production of edible oils from 80,000
metric tonnes to 240,000 metric tonnes wit
dependence on imports atidis generatsaving ofalmost Ksh 100 billion spent
annually on importsTowards this end, th&overnmenwill continue toattract
investment @ supportedible oil cottage industriesprovision of CMFsand
processing machinery for small industriesi\d expand processing capacity of
existing industries.

64. As part of the process, the Government launchggensing machinesade
in-Kenyad ubbed AMama Pi manweingthe aadgsteoticookimgwia r d s
in August 2023 The machines are expected to provide employment to thousands
of citizens and reduce the cost of the commoditye initiative showcases the
Govemment's commitment to addresBe needs of the most economically
disadvantaged citizens and empowering them to improve the quality of life

1.3.2.7Teaand CoffeeSub-sectors

65. Teaand coffeesubsectos remaina key sector providingivelihoods to
millions of Kenyans and contributingjgnificantforeign exchange earning§o
revitalize thesubsectors the Government willbuild on the ongoing efforts
including: reforming the legal and policy framewsy promoe value addition
through provision of processing equipmemport market development and export
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promotion andestablishment of warehouse for vahardedieaand coffeen key
development markets

66. The Go v ereformsamthe 6offee sector are bearing fruit, with farmers
set to earn four times advance paytheir crop, from a low of Ksh 20 to K80,
following the allocation of Kis 4 billion from the Coffee Cherry Fund. Coffee
reforms regulations will give farmers' the necessary representation and weight at
the Nairobi Coffee Auction. These measures are expected to aid ongoing efforts,
including expanding production to new counties! aouble coffee output in the
next 4 years.

1.3.2.8Sugar Sub-sector

67. The Government is currently restructuring public sugar mills, expediting the
leasing of five companies for rehabilitation and expansion to boost industry
competitiveness before the COMESA sugar safeguards exjhee.objective
includes creating a competitive sector, raising farmer isoamd enhancirtheir
productivity. As part of the process, the Governmentvwesed Ksh 117 billion
non-performing debt for governmenivned sugar factories.

1.3.3Blue Economy

68. The Kenyabs | akes, c 0 aaeendowedavithdichmar i ne e
naturalresource thathave an immense econormicnd cul t ur al value to
inhabitants and the nation at largyedeed, the lne economy provides a massive

potential for economic growth, livelihoods and jobs, and ocean ecosystem health

However, hepotentialof the blue economy remain largely untapped in Kenya.

69. In order tosupport the blue economthe Governmenhas established 22
new fish landing siteand 2 fish markets 9 counties in the Nyanza and Coast
regions funded and organised beach management units into cooperagvesp

two aquaculture development and training centres in Sagana and Kiganjo;
developed twohatcheriesat Kabonyo and Shimonpiand is in the process of
completing Liwatoni fish processing plant and Shimasi foort modernized a
Fisheries Monitoring, Control and Surveillance Centre.

70. The Government has alsommissioned MV Uhuru Il, a wholly newdyuilt
merchant marinevessel thatdlemonstrates the rapid maturation of the national
shipbuilding industry especially the Kenya Shipyards and highlights its dynamic
capacity to undertake different important assignments and deliver various types of
vessels for diverse markets. Notabhe Kenya Shipyards is quickly emerging as

a leader in higiguality shipbuilding for our local and regional neddshis regard,

the Kenya Shipyards have beemntracted to repair and maintain ships for
GovernmentMinistries, Departmentsral Agenciesincluding the Kenya Coast
Guard Services, the Kenya Ports Authority, the Kenya Maritime Authority, the
Kenya Marine Fisheries Research Ins@tuKenya Fisheries Service, Kenya
Fishing Industries Corporatioand private operators in the Indian Ocean coast as
well as Lake Victoria. In addition, the Kenya ShipyareimainsK e nyadés str ategi
archor in the development of the blusbeomy by channelling technology as wel
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as local and foreign direct investment into a diverse industrial ecosystem with
distinct clusters assembled around shipbuilding.

1.3.4The Services Economy
1.3.4.1Financial Services

71. Safeguarding financial stability and expanding asca® affordable finance
remain key priorities under the Go v e r n nBsttotn & sUp Economic
Transformation Agenda (BETAJowards this end, the Governmaevitl continue

to take steps to improve prudential regulation and supervision, with a view to
addressing the increased sophistication of the financial s&ttisrwill promote
sustainability and resilience of the Kenyan financial sector along four pillars:
customer centricity; riskased credit pricing; ansparency; and ethical practices.

This will alsoenhance the financi al sector6s
financial services to all Kenyans ahelp millions of ordinary citizens overcome
pressing economic challenges and achieve prosperity.

72. To expand access to affordable financingtbviduals andViicro, Small and
Medium Enterprises (MSMEsgxcluded at the bottom of the pyramithe
Government will continue implementindpe Rnancial Inclusion Fund, or the
Hustler& Fund.The Government will alsoonvert the @dit Guarantee Scheme
into the Kenya Credit Guarantee Scheme Company (KCGSC)ensure
sustainabilityand develop a Credit Guarantee Policy whose objective is to provide
a clear framework for a sustainable modeld@dit guarantee scheme for MSMEs.

73. Topromoteagriculturalproductivityand transformation, the Government has
initiated anAgricultural Financing ad Inclusion Programme. The objectiveloé
Programme is to enhance access, efficiency and stability of agricultural rural
finance to facilitate transformation of the agricultural sector into an innovative,
commercially oriented and modern agriculture, livestock and fisheries sector as
envisaged intte Kenya Vision 2030n this regardthe Government established a
Rural Kenya Financial Inclusio Facility (RK-FINFA). This will pursue the
objective of increased rural financial inclusion and green investments by
agriculture value chain stakeholders, leading to equitable employment
opportunities, innovative and resilient production systems, andased incomes

for smallholders, poor and marginalized rural households, women and youth.

74. The banking sector remains stable and resilieitt) strong liquidity and
capital adequacy ratipalthough some risks are emergittelped by proactive
policies, credit to the private sector expanded at a broadly steady pace throughout
the pandemic and accelerated with the economic recovery, though it has moderated
recently with the tightening of financial conditions

75. To strengthen resilience of thienancial system the Governmentwill
continue to stress preservation of capital and liquldlitifers, and closely monitor
foreign exposuredn this regard, the Government will enharsceveillance while
encouraging banks to strengthen their governance frameworks and business
models, embark on mergers and acquisitions, and other capital strengthening
efforts. The Government will alsoontinuemonitoring of foreign exchandgeans,
deposits, and eand offbalance sheet expa®s in the banking system, with a
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view to, identifying any potential liquidity risks and strengthening resilience and
contingency policies should these risks materialize.

76. As part of the process, th€entral Bank of Kenya (CBK)s currently

reviewing the licensing fees for commercial banks. The licencing fees for
commercial banks was last reviewed in 1990. This was based on the number of

branches that adnk has. The banking sector has transformed significantly since

1990 with technology and innovations and moved towards branchless banking. For

this reason, the review will consider, among other things: the changing banking

sector land scape, increased suggami or surveillace costs, and international

best practiceT o further strengthen thresilience of the banking sectamd increase

commer ci al banks® ¢ apa,dheCBKwil cevievitheance | ar
minimum capital requirements for commercial banks. The current minimum

capital requirements of Ksh 1.0 billion for commercial banks has been in effect

since 2012. The banking sector bagntransformed since 2012, growing from an

asset base of Ksh 2.3 trillion to over Ksh
risk profile has also changed in the last 10 years with growing pssroe of

among others, cyber security risk, cross border risk and cliraktied risks.

77. In order to position Kenya as premier green financial hub, CBK will work
with banks to build capacity and climate related risk management in their day to
day operations. The initiative will attract global funds that are looking for
opportunities to financmitiatives that build climate resilience. As a strategy, CBK
will build on the progress that has been made in this areas which include issuance
the Guidance on Climateelated Risk Management on"l®cotber, 2021. The
Guidance was aimed at enabling baid integrate climateslated risks into their
governancestrategy risk management and disclosure frameworks. It was also
intended to enable banks leverage on business opportunities from efforts to
mitigate and adapt to climate change. These include the adoption of low emission
energy sources, development of new proslacid services, access to new markets,
housing, and resilient infrastructure.

78. In order todeepen the domestimancial marketsCBK in partnership with

the National Treasury has spearheaded market development initiatives aimed at
increasing liquidity, reducing market segmentation as well as establishing a stable
yield curve which extends to twenfiye years.Notably, the Central Bank
introduced DhowCSD, an upgraded Central Securities Depository infrastructure
that offers a simple, efficient, and secure portal by(B& to enable the public to
invest in Government of Kenya secwrgi The platform enables investors to
participate and trade in Government securities market (Treasury Bills and Bonds)
on their mobile phones and on wiebsed devices. The DhowCSD will transform
Kenyabds financi al mar k et s encylandexpgnkione n hanc e «
of digital access, market deepening for broader financial inclusion, and improved
monetary policy operation§he DhowCSD will also improve the functioning of

the interbank market by facilitating collateralized lending amongst commercial
banks and further reduce segmentation in the interbank mditketTreasury
Mobile Direct (TMD) is also available to retail investors as well as the Internet
Banking (IB) platform targeting institutional and corporate clients to access
services such as bidding and dissemination of auction results for Government
securties and view their portfolio positions.
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79. To deepen capital markets, the Government is undertaking a comprehensive
review of the legal and regulatory framework to address emerging issues in the
capital markets space. This includes, among others, aspects on collective
investment schemes, publicef§ and listings, alternative investment mechanisms,
and streamlining credit rating operationienya.

80. To further exploit Kenya's established lead in digital finarlee@overnment

will continue tomplementthe National Payment Strategy (202P25) and fast

track finalization of aNationalPolicy on Digital fhance.Notably, the National
Payments Systefmas undergone major changes and transformation, widktde
establishment of national payments infrastructure, automation and upgrades of
various payment systems. These efforts have resulted in increased efficiency for
largevalue, retail, and crodsorder payment services. Together with the
introduction of mobile financial services in 2007, these modernisation efforts
revolutionized the payments landscape in Kenya, and boosted financial inclusion

81. Building on the progress madehe Governmentwill undertake a
comprehensive review of the National Payments System legategudatory

framewor k. The amendment s ar e ai med at :

payments mandate and oversight to ensure that Kenya operated a safe, efficient and
effective national payments system; and ii) broadly, enhancing CBK payments
policy and supervisoryraimework in order to protect Kenyans from abuse by
entities that are operating without the required authorization amhsing.
Additionally, the review is intended to provide CBK with a comprehensive
consumer protection framework tailored &or the unique context of digital
payment s, gui de ayBekté ServioevPeovidefiom la marketf P
conduct point of view, and mitigate current and future consumer protection risks.

82. TheKenyaNational Payments System (NPS) does not operate in isolation; it
is linked to payment systems in other countries in the EAC and COMESA regions
through the East African Payment and Settlement System (EAPS) and the Regional
Electronic Payment and Settlem@&ystem (REPSS) for the EAC and COMESA.
CBK has worked closely with regional and continental counterparts in ensuring
that payment systems are supported by regional cooperation to facilitate trade at an
EAC, COMESA and pawfrican level. In orderto deepen coperation and
emergence of integrated and efficient regional payment system that can support the
c ont i madenand isvestments agenda, CBK will continue to participate in
various initiatives at the regional and continental level. This continued cooperation
with sister central banks and regional partners will be anchored on ongoing
initiatives such as implemeation of regional interoperability systems and
upgrading of the EAPS to run on a single shared technology platform

83. To further improve domestic and crot®rder payments, CBK has been
implementing a security programme, the SWIFT Customer Security Programme
(CSP), to asure that Kenya is meeting set global security standargsyments.

With an increasedigitisation of the payment infrastructure and the eyrewing

cyber threat, CBK will continue to build strong security systems in order to ensure
the safety, confidentiality and confidence in the NPS is maintained. This will also
protect payments infrasicture agairtscyberattacks and other threatSurther,
Kenya joined and accepted to hdbe ParAfrican Payment and Settlement
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System(PAPSS) PAPSS, which is a brainchild of African Expdmport Bank

(Afreximbank), is a centralized financial market infrastructure that allows a trader

in one country to instruct his or hiégmancial institution to pay another trader in a

different country using their local currency. The platform is projected to save the

continent billions that are incurred when traders have to convert and trade in

dollars. With 12 African central banks having already been incorporated into

PAPSS so far, and many more expected to join up, the system will be effective in

the continent by when the platform will b
of Heads of State and Government, late2(24.

1.3.4.2Tourism Sector

84. Tourism sector is a critical enableof the BottomUp Economic
Transformation Agenda in terms ohlockng employment opportunities and
generate foreign exchange which is important for enhancing the welfare of
Kenyans.For this reasonthe Governmenuill continue to implement initiatives
targeted at increasingurist visits in the country in order to increase the sector
contributionto GDPover the next 10 yearl part, theGovernmentill promote
investments in adventure, relaxation, sports, conferemtke medical tourism
among others aimed at growing tourist visit from the current 1.4 million to 200
million over the next 10 years that will increase foreign earnings to the coimtry.
this regard, he National Government in collaborationwith the County
Governments will map out potential tourism products and sites for development
and marketing to attract touristith focus on abottomup job-creation. The
Government will also engage sector stakeholders-@xaeiningthe tourism and
wildlife sector andedesign tourism ecosystem to improve flow to the country.

85. The Government successfully hostedAlfieca Climate SummifACS)at the

Kenyatta Convention Center and the first Wildlife Scientific Conference that

brought together wildlife researchers, scientists, awasienists, policy makers

and Gvernment officials across the world. Following the success of the
conference, the Government tourism marketing model will focus on a more

inclusive approach in order to maximize the economic potential and create
employment opportunities. This also provddan opportunityto divert from the

usual wildlife and traditional saf ar.i to
cultural heritage, pristine beaches, adventure tourism, and emerging markets such

as ecetourism.

1.3.4.3Aviation Sector

86. The Government will continue tentrenchK e n y po$it®n as regional
aviation hub by expanding, modernizing and managing the aviation .sectois
regard the Government will continue to expand and modemizstripsto connect
various parts of theountryandenhance Kenya connectivignd competitiveness
in the region.
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1.3.5Environment and Climate Change

87. The Government remains committed to the provision of a clean, secure and
sustainable environment and adequate drinking water sanitationfor all
Kenyans. Sustainable environment and water management is critical for the
realization of the BottoriiUp Economic Transformation Agenda and the Kenya
Vision 2030.For this reason, th&overnmenwill strengthenactions to halt and
reverse biodiversitjoss prevent deforestation, combat desertification and restore
degraded landscapas part of a broader progrararto fulfil the commitments to
reduce emissions by 32 percent by 2030. This is expected to achieve land
degradation neutrality, implement a global biodiversity framework and enhance
the integrity and efficacy of carbon markets.

88. Over 80 percent of Kenya's land area is arid and seidi with only 12
percent tree cover. This makes Kenya vulnerable to climate hazards such as
droughts, floods and landslides order to reverse this, theovernmentwill
continueto implemenits NationalTree GrowingProgrammaeas part of its plan to

grow 15 billion trees across the country by 2@8Qromote and support more
resilient livelihoods This will ensure that the country attains the Constitutional
mandate of at least 10 percent land area forest cdwevards this endthe
Government has launched the National Landscapes, Ecosystem Restoration
Strategythatis aligned with the UN Decade for Ecosystem Restoration and Land
Degradation Neutrality Targets under UNCCD, Global Biodiitg Framework

and NDC targetsThis progamme is expected to contribute to climate change
mitigation and adaptation, and employment creation for vulnerable groups and the
youth. In addition, the Government in collaboration v@tiunty Governments and
Development Partnensill continue to commitfunds towards th&lational Tree
Growing Programméhrough thd=inancing Locallyled climate Action (FLLoCA)
Program

89. Restoration and rehabilitation of wetlandsmains a keypriority of the
Government Towards this endthe Government has unveiled theéetlands
Restoration Strategy facilitate ecosystem restoration through lfaional Tree
Growing Programmecircular economyrad climate action. To initiaténe process,
Toniqo and Horri Ghudha wetlands were commissioned after being rehabilitated
by NEMA through fencing and tree planting to allow them to regenerate. The
wetlands offered a restoration model which will bplicated in the rehabilitation

of other wetlands across the country.

90. In order to sustainably manageaste, the Government morking on
developing a vibrant circular economy that will transform over 8 million metric
tonnes of waste Kenya generates annually into raw material for industrial
production.

1.3.6Education and Training

91. Educationand training isa key enabler of he Gover nmEmt 6s
Economic Transformation Agenda for inclusive growluar this reasonthe
Government has continuedheavily invest in education facilitatedevelopment

of the necessary skills and competencies to learners fropripnary to the terary
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level to enablethem effectively play their part by contributing to the natio
building effort, and partakef the dvidends of shared prosperity.

92. Theinvestment byGovernmenhas significantlyeduced the teachstudent
ratio, with 56,760 new teachersemployed while 8,200 primary school teachers
were retrained to equip them with capacity to effectively deliver learning and
teaching at the Junior School levéh subsequent years, the Government is
committed to recruit more tdurther bridge the teachestudent ratio gap.
Governmenhasalsoengaged 46,00@acher interngo equip Kenyan youth with
practcal skills and competencies.

93. Funding TVET and Universities in Kenya over the years, has continued to
experience challenges over time. TVET has grown exponentially in the number of
institutions and enrolment rate because it provides opportunities for youths to
acquire employment and teapreneurship skills. The rapid change in technology
and the dynamic thelabour market, require that TVET links with industries to
update skills and trainind.o address this, the Governmeidns to increase tutors

in the Technical and Vocational Ezhtion and Training (TVETS) by another 2,000

to facilitate the value of technical and vocational training in the provision of skills,
knowledge and competencies

94. To address the financing gaps which denied many young Kenyans the
opportunity to pursue tertiargducation,the Government has unveiled a new

funding model for higher education and technical and vocational training that
guarantees needy students free college studies. new model for financial

support is studertentred and deploys a rigorous, impartial means testing
instrument to establish their level of need, which then becomes the primary
consideration in allocating scholarships and loaAslditionally, to fully
democrati se Kenyabs education system and
affordable to all, the Government has chartered the Open University of Kenya
following requisite Cabinet angarliamentary approvals.

95. Information and technology (ICT) is a key factor in the developing world and

there is need to leverage technology at all levels of education by developing ICT
infrastructure for curriculum and improve digital literacy among teachers, parents,

and other steeholders. In this regard, KNEC in line with the global d®m=and

expectations of the 21Century has incorporated digital literacy by ensuring that

the assessments for teacher trainees are conducted electronically. This will

entrench digital literacy aomg the teachers and provide skills that the teachers can

impart to the learners in schookdditionally, digital literacy is one of the core

competencies that learners are expected to acquire under the CBCadkal is

target needed to ensure Kenyabds industrial

96. Further,he Government has prioritised the teaching and learning of digital
skills, including coding, from the primary school to tertiary education, including
TVET institutions. The recently launched Open University of Kenya will prepare
studentgo be competitive in the economy of the future. The curriculum for primary
and secondary schools as well as tertiary institutions, will continuously be
reviewed to make sure the students are in touch with global technological change.
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1.3.7Women Agenda

97. Genderequality, women empowerment especially representation in decision
makingand economic empowermeiaind breaking the silence one@der Based
Violence (GBV)remains key priorities of the Governmeifb protect women
against domestic violence, th@@rnmentaunched Protectiongainst Domestic
Violence Rules (PADV)Thisis a remarkable milestone in the collective efforts to
combat domestic violence. PADV rules are designed to provide a robust legal
framework that strengthens the support and protection mechanisms available to
survivors of domestic violence. These rulespbasize protection, intervention,

and holistic support, reflecting a mu#tectoral approach thatnvolves
collaboration between @&ernment agenciesid civil society organizations.

98. Over the medium term, ti@overnment wilkcontinueto providefinancial and

capacity building support for women through the Hustler Fund for wdeteno

operati ve soci e-goroarsds andtable danking titiativeseand y

protect them from predatory interest rates charged by unscrupulous money. lenders
Specifically, the Government will;i) prioritize Wo me n 6 s Economic
Empowerment, ending GBV and implementation of the Constitutional provisions

of Article 81(b) of not more #n two thirds of eithegender; ii) develop an

Affirmative Action Policy; iii) finalize the process of merginthe Affirmative

Action Funds into the proposed Biashara Bank

1.3.8Social Protection

99. Social Safety Nets Programs in Kenya play a pivotal role in reducing poverty,
improving social inclusiomnd enhareeconomic stability. By providing financial
and nonfinancial support taovulnerablepopulations, these programs contribute to
the wellbeing and resilience @lderly citizens.For this reason,ite Government

will continue to develop and expand its social safety nets, addressing coverage
gaps,improwve targeting, and building administrative capacity will be crucial to
achieving the goal of reducing poverty and promoting social inclusigrart the
Government will continue to enhance the capabilities of communities and officially
register Self Help Groups and Beneficiaries Welfare Committees (BWCSs),
granting them formal recognition and opportunities to connect with Micro Finance
Institutions (MFIs) and nostate entities

100. The National Council for Persons Living with Disabilities Fund has made
significant strides in promoting the welfare and inclusion of persons with
disabilities in KenyaHowever challenges such as resource constraints, ensuring
that funds are utilized effectivebnd raising public awareness about the rights of
individuals with disabilities continue to be areas of focus and improvemyehe
GovernmentIn order toeffectively support people with disabilities (PWDs), the
Government is developing progrardssigned to provide support persons with
disabilities and their caregiverSpecialfocuswill be placedon offering respite

care services and strengthen psychosocial support systems. The Government is also
developing the National Disability Policy that seeks to advance the inclusion and
participation of persons with disabilities.
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101. Street families is one of the impediments to saionomic developments of

a country as potential human capital is wastedhie streets. ThéNational
Government in collaboration with Countyoernments will createaell-planned
strategyon therehabilitation of street families to ensure dignified reintegration of
persons living in the streets smciety.

102. To ensureattainment of 100 percent NHIF coverage for senior citizéres
Government has enactélde Social Health Insurance Bill, which extend health
insurance to all Kenyans based on member contributions, with government
subsidized coverage for the poexpandhe cash transfer programmes for elderly
and vulnerable households to improve operational efficiency, prompt payment
accountability and coverage; invest in education and training for caregivers and
medical staff to fill the gap of skills in the provisiohspecialised care for older
people.

103.To enhancesavingsrate that have consistently been among the lowest
globally, and to correct the delayed transformation of our social security
architecture, fundamental reforms are underway in our savings and social security
space. In this regard, the Government has taken datidbeneasures to foster a
strong culture of saving among Kenyans and enable tthembilise resources for
investment and development of intergenerational capital, to eliminate old age
poverty and ensure comfort in retirement. Aesult of these initial interventions,
contributions to the National Social Security Fund have grown to Ksh 6.5 billion
morthly from the previous level dfsh 1.4 billion a month. The implication of this
growth in national savings is that it wil
to invest in development using domestic pension industry financing.

1.3.9Sports, Culture and Arts
1.3.91 Sportsand Arts

104. Sports, Culture and Artsectorsare critical for revenue generation by availing
the foreign exchange through a sports economy value chain, inclusivengaoat
employment creation. To realize these benefits, ie@Gimentontinues tdacilitate

the development of legal framework, economic institutions, and organisational
mechanisms to promote the effective and sustainable monetisation of all talent in
sports and creative economieBo foster talent development, the Government
developedthe Sports and Ciive Economy Master Plaror Talanta Hela. The
program is intendetb support and nurture the talents of Kenyan youth, providing
them with opportunities to turn their skills and abilities into viable sources of income.
The endpoint oTalanta Hela is ‘pesa mfukoni' armopetitive incomes that can sustain
livelihoods and reward talent, dedication, discipline and fotaknta Hela program

is a demonstration of the Governmentds comm
across all sporting disciplines atite expansive spectrum of the creative industry,
including music and dance, film and theatre, fashion and pageantry, digital content
creation as well as literary and fine arts.

105. Over the medium termhé Government will establish a National Academy by
expanding the resident acadeatythe Moi International Sports Centkasarani, to
incorporate modern training and accommodation facilities that meet international
standards.The Government willalso prioritize the completion and upgrading of
stalled/ oldsportsfacilities in optimal utility areas and high potential talent zones.
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Currently, the Government is upgrading the Moi International Sports Centre, Kasarani,
Nyayo National Stadium and the Kipoge Keino Stadium in Eldoret pyovide the
infrastructurefor international footbalin Kenya.

106. Kenya is poised to coost the Africa Cup of Nations (AFCON) in 2027, jointly
with Uganda and Tanzania. AFCON is the premier sporting event in Africa, with
significant socie economic benefits, well beyond the immense positive impact on
sports developmenitiosting the event requires significant infrastructural investment,
in stadia, roads, airports, hospitality, communications, security and related
infrastructure. AFCON 2027 is among national priorities, particularly with regard to
construction of a new Tahta Stadium and upgrading of the existing Kasarani, Nyayo
and Kipchoge Keino stadia and the attendant training grounds.

107.As a build up to AFCON'27 Kenya will also twst in September, 2024 the
African Nations Championship (CHAN), earmarked for Kakamega and Bungoma,
with Bukhungu Stadium and Masinde Muliro Stadium, Kanduyi undergoing
significant upgraded.he hosting of major international sporting events, including the
WRC Safari Rally, Magical Kenya Open and Kipchoge Keino Classic remain key
avenues for the global branding of Kenya and for Sports Tourism, generating
significant revenues and contributirggthe national ecamy.

108. To grow the sports and creative economy, the Talanta Hela flagship initiative
will continue to expand through grassroots youth talent identification, nurturing and
monetisation, and strengthening of institutions like the Kenya Academy of Sports, the
new Kenya Rallying School, the Kenya Film Commission and the Kenya National
Theatre. To effectively anchor this, the Sports Act and Sports Policy are undergoing
review, while enactment of the Creative Economy Policy, the Creative Industries Bill
and the StartUps Bill has been accelerated.

1.3.9.2 Culture

109. Culture serves as a critical repository of identity, knowledge, skills and practices,
including sustainable solutions to the pressing challenges of our time. Article 11, the
Constitution recognizes culture as the foundation of our nation and the cumulative
civilization of the Kenyan people and nation. Therefore, the Government will promote
all forms of national and cultural expression in various forms, including traditional
celebrations. The Government has approved the Culture Bill and is developing
Creative Economy Framework, National Kiswahili Council of Kenya Bill, the Kenya
Film Bill, the National Heritage and Museums Bill.

1.3.10Youth Empowerment and Development Agenda

110. Youth empowerment and developmestan integralpart ofthe Gover nment 6 s
Bottomup Economic Transformation Agenda and essential to the entire fdarhis

reason, th&overnment will continue providing education, employment, and engagement
opportunities that is aimed at empowering the youth to drive Kenya's-escmimmic
development and foster a generation of informed, responsible, and empowered citizens.
This comprebknsive approach is essential for building a more inclusive and prosperous
future for Kenya. Government interventions for the youth will be anchored orkKéhe/a

Young Peoplebs Agenda.

1.3.11 Governance

111.To strengthen the framework for governance as envisaged under Article 10
of Constitution on national values and principles of governance, the Government
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has approved the Public Relations and Communication Management Bill and the
Statute Law (Miscellaneous Amendments) Bill, 2023ther, the Government has
identified the significant improvement of productivity in key sectors an urgent
priority of national economic governance efforts. Such improvements require
immense investments and the resources from reveyamesatedThere is simply

no space for wastage and corruption because that would be the recipe for disastrous
failure. In line with this, the Cabibh@pproved the Public Audit (Amendment) Bill,
2023in November 2023which will enhance the Auditor General's independence
and transparency to ensure proper utilization of public resources through audits.

112. Corruption, wastage, inefficiency and negligence are serious thretts to
Transformation enda and unacceptable practices that have no pladéen
nation.To address these challengd®e Governmenwill continue to scalaip the
implementation of the provisions of tikenya2010 Constitution, strengthen the
rule of law, increase access to justice, and ensure respect for humarnAsgiast

of the procesgheGovernment will continue to strengthen various institutions that
are mandated to fight coption in the country, implement reforms on good
governance and enhance the capacity to recover corruptly acquired assets.
Additionally, enactment of thassets Declaration and Conflict of Interest Bulll
further tighterK e n yaatécesrruption policy framework, and eliminate space for
misbehaviou

113. The attainment of the Government's BETA agenda wilubaerpinned by
sound and innovative policy and structural reforms targeted at allsocai@mmic
sectors, building efficient infrastructure, climate change, mitigation mechanisms,
and fostering strict compliance with the Constitution and the rule of law.
Parliament is an enabler in the prosecution of the agenda by way of its legislation,
oversight and representation roles. Parliament will specifically facilitate the
achievement of this agenda by approving the budget estisabesitted by the
National Treasry, passing the necessary pieces of legislation to enable the
implementation of the agenda and oversight the implementation of the agenda to
ensure transparency and accountability.

1.3.11.Public Service Transformation

114 Kenya has one of t he wihtugé pbténsial tbiriven e st
sociceconomic transformation envisaged under the Boithm Economic
Transformation Agenda and the Kenya Vision 208@r this reason, the
Government will continudo transform public service sector to makemore
responsive to people neettsparticular, he Government willcontinue tdacilitate

Public Service Commissioro as to exhibit high levels of productivity, good
governance, diligence and excellent performance.

115.In order to improve human resourceanagement,he Government has
developed aJnified Human Resource (UHR) systenwhich will consolidate
Human Resource and Payroll data in the Public Service for access through a single
warehouse. Since July 2023, the UHR system is linked to Kenya Revenue
Authority i-Tax to facilitate filing of PAYE tax element associated with indigidu
employees and total monthly PAYE tax obligation from the State Departments.
The Governmenwill incorporate the other deductions to emadll remittances to
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be sent to respective entities including

contributions schemes by July 2024.

116.The Governmenintends to roll out the UHR system for the entire Public
Service by July 2024. The roll out of the UHR will be carried out in phases. Phase
1 entailed rolling out the system to all MDAs and Counties, implemented in
September 2023. Phase 2 involved the roll oualkdState Agencies that have
adopted the Unified Payroll Numbering (UPN) Sysdeincluding Teachers
Service Commission (TSC). The 349,000 teachers under TSC have been issued
with UPN. Phase 3 will entail issuing the UPN to all Comioissand Independent
Offices, State Corporations, Public Universities, and Agencies by July 2024.

117.Public Service Internship Program is a transformative program that is
currently in its third year with 16,500 young university graduates having
successfully completed a -I2onth internship @riod since its inception. The
Gover nment 0s tooobvard at leas H0f000iinterns every year to offer
an opportunity for university graduates. The internship programme has immense
value not only to the individual intern but also to the country. At the individual
level,the programme has afforded ihéerns opportunityto gain work experience

and enhance their employability chancesas$ providedhandson experience by
building upon skillsacquiredin the classroom while also instilling public service
etiquette, values and ethicghe programmehas also enabled tli@overnment to
establish a database of skills available to the public service for future human
resource needbsurther, he programméasalsohelped tgpromote inclusivity and
diversity as envisaged in the Constitution. The internship programme is therefore
a clear testimony of the Govewoutmaat 0s
enable them to contribute significantly to the semtonomic transformation of our
country.

1.3.11.5trengthening Leadership Accountability and DePersonalising
Politics

118.The Government has implemented various initiatives and strategies to
strengthenleadership and governance. These efforts are aimed at enhancing
transparency, accountability, and leadership effectiven8ggcifically, the
Government has been engaging public participation in deeimsaking processes.

This includes public consultations and other forums for citizens to engage and hold
the Government accountabkedditionally, efforts have been made to improve the
efficiency and professionalism of the civilrgee. This includes hiring, training,

and performance evaluation of civil servants.

1.3.11.3Strengthening Devolution

119. The Government remains committedetiasuring the success of devolution
Delays in disbursing allocations ounty Governmentiave had tremendous
negative effectsvertime This has been due to inadequate revenues flowing to the
exchequerTo reverse this trend, tl&overnmentor the first time in seven years,
disbursed 100 percent of equitable share to the 47 County Governments amounting
to Ksh 399.6 billion by 30 June2023. This included Ksh 370.0 billion equitable
share and the arrears of Ksh 29dn for the FY 2022/23
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120. Over the medium term, the Governmevitl continue disbursing funds to
counties in anore efficient and timely way; andigporing countiesto improve

their capacity to generate their own source reveragice overeliance on
transfers from the National Governme@bvernment willalsocomplete transfer

of all functions constitutionally earmarked to counties and develop a framework
for ensuring that statewned firms carrying out devolved or shared functions
adhere to the principles of governance and ensure that the principle of funding
follows-functions is adhered to with respect todsl/olved functions.

1.3.11.4Security

121.The security and safety of all citizens i
and most fundamental obligation, without which every other endeavour including

attaining the BottorUp Economic Transformation Agenda is not possible. For this

reason the Government continues to implement reforms targeted at improving the
operational capacities of our security forces to protect Kenyans against external and

internal threats.

122. As part of the processhe Government has increased funding to all security

agendees to improve their operations including addressingfeetre of terrorisrthat

is a continuing threathanditry, cattlerustling and armed lawlessness have besieged
anddevastatedommunities in the Rift Valley, NortkRastern and, occasionally, parts

of Eastern and the Coast regiods a strategy, th&overnment will endeavour to

achievea corrupt free law enforcement sector and restoring public confidence in the
countryos security ap plsocuttitate & cultuferokeopeBo v er n men
communication and information sharing among different stakeholders, with a special

focus on local communities, to aid in the ongoing campaign against violent extremism.

123. Cybersecurity threats are becoming a growing concern for Kenyan online
business especially with the rise of payment portals which have rendered them
vulnerable by cybercriminals. To mitigate these risks, the Government will continue
employing a robust sedty measure, educate business owners, and collaborate with
various actors both state and rgiate. The use of electronic payment systems and
inclusion is a critical infrastructure deliberated through a National Computer and
Cybercrimes Coordination Comttge (NCCCC).

124.The Governmentds commitment to peace init
within the Global Public Security Framework. The Government aim to deepen
cooperation in peace and security initiatives a$ aglaw enforcement progranio

ensure peace in the regiadhe Government launched security operatiordubbed

Operation Maliza Uhalifu North Rift to deal with security challenges caused by

pastoralist militia activity. This has significantly reduced insecurity across North Rift

region. However, itslony er m i mpact i's | ess cdpletain due
security challenges and the risk of overstretching Government security féces.

enhance boarder security, the Government will earmark more Ports of Entry (PoE) in

different parts of the country.

1.3.12 Foreign Policy and Regionalntegration

125. The Kenyareconomy is firmly interconnected with regional, continental and
global economic systems. Our security and stability is likewise integrated with
those of our neighbours. Kenya has a fundamental, essential, legitimate and clear
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interest in conducting robust diplomacy in the form of bilateral and multilateral
engagements.

126. Notably, br the past 12 monthshe Government hasontinued to fulfil

i nternational obligations through Kenyabs

This is underscored by the hidgvel summits Kenya has hosted and participated
in. Kenya successfully hosted the inaugu#hica Climate Summi{ACS 23) the

439 Ordinary Session othe Executive Council, the™SMidYear Coordination
meeting of the African Union and the Regional Economic Communities, and the
first-ever African edition of the Berlin Climate and Security Conference in Nairobi,
bringing ove 30 Heads of State and Governments to our country and over 30,000
delegates from different parts of the world.

127.Over the medium term, to entren§éhe n g sagbificance in world affairs, the
Governmentvill continue tgpromote friendly relations with our neighbours, play
a leading role in regional and pafrican affairs, collaborate with international
partners, and uphold commitment to the international community.

1.3.12.Economic and Commercial Diplomacy

1288 To wunl ock the pot ermialiardltrade felatighs,rnthea 6 s
Government will continue developing bilateral cooperation in trade and
investment, agriculture, forestry, capacity development in the public service and
transport and communications, among others. Other MOUs are on
telecommunications and ICT, oil and gas, mining and agol health
collaboration, capacity building of the Public Service and cooperation of our
respective diplomatic academies.

129. The Government haslso set up a highly experienced economic advisory
team to forge the right policies and create an enabling environment for foreign
investors to support Ke ny Ratof the cricalo mi ¢
pillars of the foreign policy and regional integration agenda will include:

I) deepening bilateral ties and work with otleeuntries at various multilateral
fora. Kenya is fully committed to a just and rulessed multilateral order that
works for the betterment of humanity;

i) ensuring that existing bilateral agreements and memorandums of
understanding (MOUSs) are constantly reviewed and updated for maximum
benefit;

iii) ensuring a mutually beneficial partnership that will seek more initiatives,
particularly for vocational training where young Kenyans can acquire critical
innovation skills in agriculture, science and technology, and health systems,
among others;

Iv) considering easing entry visa requirements for this category of visitors
including diplomats, legislators, and businesspeople, in order to capitalize on
these opportunities. This would necessitate a reciprocal agreement for us to
ease access to visas itenya; and

v) expandhg the market for our products and services by taking advantage of
our membership in regional organisations such as the East African
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Community, the Common Market for Eastern and Southern Africa
(COMESA), the African Continental Free Trade Area (AfCTA), and the
Intergovernmentahuthority on Development (IGAD).

1.3.12.2Anchor State

130. The Governmenwill continue tosstreng hen Kenyads profile
an anchortsite in regional, continental, and global affalsn d er | yi ng Keny a
and security diplomacy is the recognition of peace and stability as necessary pre
conditions for devel opment and prosperity.
its own stability and economic wellbeing are dependent ont#ilis/ of the sub

region, Africa and the rest of the worlb realize these benefits, tB@vernmentill

contirue to:

S r
S

a
0 F

i) promote the resolution of conflicts by peaceful mednsawi ng on Kenyabd
experiences in mediation, conflict resolution and peacekeeping

i) collaborate with otheAfrican countries to strengthen the conflict prevention,
management and resolution capacity of regional institutions, includingatste
African Community (RAC), Inter Governmental Authority o Development
(IGAD), Common Market for Eastern and Southern Africa (COME&A] the
African Union (AU with the aim of promoting sustainable peace and
development;

iii) support peace efforts by th&frican Union and theUnited Nationsthrough
contributing troops and providing leadership in peacekeeping missions within the
continent and globally; and

iv) create conflict analysis and prevention capacity nationally and in the region
through the foreign service academy.

1.3.12.%lobal citizenship

131. The Government recognizes the role played by international organizations in the
global arenaThese include the African Union, the East African Community and the
UN and its affiliatesFor this reason, as part of global cooperation, the Government
will deepen bonds with lorgtanding international and bilateral partner@ddress
various issues such as peace and security, trade, human rights and environmental
protection shaped by its foreign policy objectives, economic interests, and regional
dynamics. Spaal focus will be placed on causes that improve the welfare of Africans
worldwide.

1.3.12.4Diaspora

132. The Government recognizes the huge and untapped potential of Kenyans living
abroad which can c¢ont rdodicedoromit teanstorinationc ount r y 6
as envisaged in the Bottep Economic Transformation Agenda and the Kenya

Vision 20230. For this reason, the Government will implement the National Diaspora

Policy that seeks to engage the Kenyaamsporan a more constructive and productive

mannerto harness the diverse skills, knowledgepertise and resources of Kenyans

living abroad, and facilitating their integration into the national development agenda.

1.4Medium Term Revenue Strategy

133. Domestic resource mobilization is a major source of@ng financing for
sustainable development and has been a concern of many developing countries. To
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address this, a number of countries have embarked on the development of a

framework for guiding tax reforms to enhance domestic revenue mobilization.
Since 2016, over twerdfifve countries globally have formulatédedium Term
Revenue StrategfMTRS) and are at various stages of implementation geared
towards boosting tax revenues and improving efficiency of tax systems.

134.In Kenya, revenue as a percentage of GDP has been declining over the years
from 18.1 percent in FY 2013/14 to 14.3 percent in FY 2022/23 while expenditure

pressure has been risiregsulting inincreased borrowing to bridge the revenue gap.

In this respect, the Government with the support of development partners, in 2021,
embarked on the development of the MTRS to enhance domestic revenue

mobilization.

135.The MTRS is aligned to the National Tax Polie;md will guide tax
administration to improve efficiency in the administration of tax laws, close

loopholes for tax evasion, and enhance voluntary tax compliance. The MTRS is
expected to hasten the fiscal consolidation process thus reducing the fiscal deficit

to facilitate the achievement of the EAC target of 3.0 percent of GDP.

136.The additional resources raised from the MTRS will facilitate the
i mpl ementati on of t hue Ec@momice Transfoenmatiod s
Agenda geared towards economic taround and inclusive growth through the
Fourth Medium Term Plan (MTP 1IV) of the Visi®2030, as well as the Medium
Term Expenditure Framework (MTEF).

137.The objectives of the Mediufierm Revenue Strategy (MTRS) are ():
improve efficiency in revenue administratiqi) ensure equity and fairness in the
tax regime;(iii) enhance tagpayer compliance with tax obligation@y) expand
the tax basgy) create certainty in the tax regime to attract investment; ériyl
promote investment across various sectors by removing market distortions.

138. The implementation of MTRS is expected to among otlfgreaise revenue

to GDP ratio from 14.3 percent in FY 2022/23 to 20.0 percent by end of the FY
2026/27; (i) increase tax compliance rate from 70 percent in FY 2022/23 to 90

percent by FY 2026/27; and (iiincrease investment to GDP ratio from 19.3
percent in FY 2022/23 to 25.7 percent in FY 2026/27.

139.The MTRS will be implemented within a thrgear period beginning from
FY 2024/25 to FY 2026/27. Tax policy reforms will be implemented through the

Finance Acts and Regulations, beginning with the Finance Act, 2024 while revenue

administration reforms wilbegin from Januar024 as per the implementation
matrix annexed to theITRS.

140. The implementation of the Strategy will involve Ministries, Departments and
Agencies; the Legislature, Judiciary; County Governments; private seay@rel
and development partners

1.5National Tax Policy

141. TheNationalTax Policy that was approved by ParliamenbDecember 2023
sets out broad parameters on tax policy and other tax related miEtemlicy
providesbroad guidelines for governing tax administration and the tax system in
Kenya. More specificallythe policy provides a set of guidelines for taxation of
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income, goods and services and forms the basis for review of tax legislation,
development and administration.

142.The overall objective of #n policy is to guide the development of a
progressive tax systenthat enhances revenue mobilizatidsy the Tax
administrationpromotes investment and fosten flexible fiscal spacé&he aim is

to ensure that tax rates do not affect the demand of the product and the tax structure
do not distort markets and to ensure that taxes do not affect investment.

143.The principles to guide tax reforms inclug@ economic efficiency thetax
system shall minimize discrimination in favour of, or against, any economic choice
to mitigate distortions and expand the productive capacity of the ecor{omy
equity and fairnessthe tax system shall be designed to treat equally all taxpayers
placed in similar circumstances (horizontal equity), and treat differently those
placed under different circumstances (vertical equityi) simplicity - tax laws

and administrativ@rocesses shall be clear so that it is easy to comply and difficult
to evade (iv) administrative efficiency the cost of compliance by taxpayers and
the administration cost to the Revenue Authority, shall be kept at a minimum level
(v) flexibility -whi | e the tax system shall provi de
be dynamic and responsive to changing circumstances in the ecofamy
revenue adequadpe tax system will be designed to mobilize adequate tax
revenues to meet the needs of public edpgens (vii) transparency and
accountability- the tax system shall enhance disclosure of information on revenues
collected and tax expenditureand iii) consultative - there will be wide
consulation of key players in developing and implementing changes to the tax
system to ensure it adheres to the guiding principles and theetenstitutional
requirements
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. RECENT ECONOMIC DEVELOPMENTS AND
MEDIUM -TERM OUTLOOK

2.1 Overview

144.The global economy is experiencing challenges arising from global supply
chain disruptions due tbeightened geopolitical tensions, weakening demand
particularly in China and Eurozonelevated global interest rates on account of
inflationary pressures limiting access to credit and exacerbating debt servicing
costs and significant losses and damages due to frequent extreme weather events
increasing fiscal pressures. As such, globaMinas projected to slow down to 3.0
percent in 2023 and 2.9 percem®2024from 3.5 percent in 202&hich is below

the historical (20002019) average of 3.8 percefitable 2.1).

145. Additionally, most currencies in emerging market and frontier economies
weakened against the U.S. Dollar, mainly due to the tightening of U.S. monetary
policy. Inflation inadvanceegconomies has continued to ease, reflecting effects of
monetary policy tightening and lower energy prices. Nevertheless, core
inflationary pressures remained elevated.

Table 2.1 Global Economic Performance

Growth (%)
Actual Projected
Economy 2021 2022 2023 2024
World 6.3 35 3.0 29
Advanced Economies 5.4 2.6 1.5 1.4
Of which: USA 5.9 2.1 2.1 1.5
Euro Area 5.3 3.3 0.7 1.2
Emerging and Developing Economies 6.8 4.1 4.0 4.0
Of which: China 8.4 3.0 5.0 4.2
India 9.1 7.2 6.3 6.3
Sub-Saharan Africa 4.7 4.0 3.3 4.0
Of which: South Africa 4.7 1.9 0.9 1.8
Nigeria 3.6 3.3 29 3.1
Kenya* 7.6 4.8 5.5 5.5

Source:IMF World Economic Outlook, Octob@2023. *National Treasury Projection

146. Advanced economies are projected to record a slower growth of 1.5 percent
in 2023 and 1.4 percent in 2024 from 2.6 percent in 202iRly driven by lower
growth in the Euro Arearlhe slowdownin growth in the advanced economies is

as a result ofggressive monetary policy tightening that has contributed to a
significant deterioration of global financial conditions.

147.Growth in the emerging market and developing economies is projexted
decline relatively modestly, from 4.1 percent in 2022 to 4.0 percent in both 2023
and 2024 although with notable shifts across regions. In-Sabharan Africa,
growth is projected to decline to 3.3 percent in 2628 4.0 percent in 2022
reflecting worsening climate change relasbdcksjnflationary and exchange rate
pressuresand domestic supply issues, including, notably, in the electricity sector
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Growth in the region is expected to rebound to 4.0 percent in 2024, picking up in
i cads countr

four fifths of thesublBa h ar an
nonresource intensive countries

Afr

2.2Domestic Economic Developments

es,

148. Despite the challeging environment, the Kenyan economy is demonstrating
resilience withgrowth performance well above the global and SSA average. In the
first three quartersf 2023, the economic growth average@l percent (5.5 percent

Q1, 55 percent Q2 and 5.9 percent)QBhis growth was primarily underpinned

by a rebound in the agricultural activitiesich grew by an average of 7.0 percent

in the first three quarters of 2023 compared to a contractirBgfercent during

the same period in 2022l economic sectors recorded positive growdtesin

the first three quarters of 2023, though the magnitudes varied across activities

(Table 2.2).
Table 2.2 Sectoral GDP Performance
Annual Growth Rates Quartely Growth Rates
Sectors
2021 2022 2022 Q12022 Q2(2022 Q32023 Q12023 Q22023 Q3
1. Primary Industry 0.5 (1.0) (0.4) (1.5) (1.5) 59 8.0 6.4
1.1. Agriculture, Forestry and Fishing (0.4) (1.6) (1.7) (2.4) (1.3) 6.1 8.2 6.7
1.2 Mining and Quarrying 18.0 9.3 23.8 16.6 4.3) 33 52 1.1
2. Secondary Sector (Industry) 6.8 35 44 42 3.0 24 1.7 29
2.1. Manufacturing 73 2.7 3.8 3.6 1.8 2.0 14 2.6
2.2. Electricity and Water supply 5.6 4.9 32 5.6 6.0 25 0.8 1.9
2.3. Construction 6.7 4.1 6.0 4.5 35 3.1 2.6 3.8
3. Tertiary sector (Services) 9.6 6.7 8.5 7.7 5.7 5.9 5.9 6.9
3.1. Wholesale and Retail trade 8.0 38 49 4.1 3.6 5.7 4.2 4.8
3.2. Accomodation and Restaurant 52.6 26.2 40.1 44.0 16.9 21.5 12.2 26.0
3.3. Transport and Storage 7.4 5.6 7.7 7.2 5.1 6.2 3.0 2.8
3.4. Information and Communication 6.1 9.9 9.0 11.2 11.8 9.0 6.4 7.3
3.5. Fmancial and Insurance 11.5 12.8 17.0 16.1 9.6 5.8 13.5 14.7
3.6. Public Administration 6.0 4.5 6.2 3.8 34 6.6 3.8 42
3.7. Others 10.8 52 6.7 5.5 4.7 4.8 49 6.3
ofwhlch:.Professmnal, Admin & 71 04 131 10.9 9.0 73 55 05
Support Services
Real Estate 6.7 4.5 6.0 5.0 4.0 52 5.8 6.2
Education 22.8 4.8 4.6 44 39 3.0 4.0 4.7
Health 8.9 4.5 5.7 4.4 3.7 5.4 5.0 5.1
Taxes less subsidies 11.9 7.0 9.5 6.1 7.3 5.3 4.0 2.8
Real GDP 7.6 4.8 6.2 52 43 55 55 5.9

Source of Data: Kenya National Bureau of Statistics

149. Agriculture: In the first three quartersof 2023, the agriculture sector
rebounded strongly following improved weather conditions and the impact of
fertilizer and seedubsidiesprovided to farmers by the Government. The sector
grew by 61 percent in the first quarte8.2 percent in the second quarterd 6.7
percent in the third quarteThe strong performance was reflected in enhanced
production, especially of food crops that led to significant increase in exports of
tea, coffee, vegetables and fruits. However, production of cut flowers and
sugarcane declined during the period.
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150. Services The services sector continued to sustain strong growth momentum
in the firstthree quartersf 2023growing byan average of 6.2 percent (p&cent

in the first quarter5.9 percent in the second quardéed 6.9 percent in the third
quarter) The robustperformancewas reflected in the notable growth of
information and communication (driven by increases in wireless internet and fiber
to-home subscriptions), wholesale and retail trade, accommodation and food
services (driven by recovery in toun}, financial and insurandglue to strong
private sector credit growtincreased yield on investment and increased return on
deposits by commercial bankand real estate (supported by sustained expansion
of the construction industry).

151. Industry: In the firstthree quartersf 2023 the industrial sectaremained
positive andecordedgrowths of2.4 percent in the first quartet.7 percent in the
second quarteand 2.9 percent in the third quarmympared to growths of 4.4
percent 4.2 percentand 3.0 percentrespectively in similar quarters in 2022.
Growth in the sector was supported by increased activities in the construction
sector mainly reflected in the increased consumption of cement and imports of
bitumen, iron, and steeActivities in the manufacturing sector, which accounts for
nearly half of the industrial sector output, was hampered by a decline in the
manufacture of both food (particularly sugar production) andfaod products
while electricity subsector slowed down due & notable decreage electricity
generation from all sources, except geothermal.

Inflation outcomes

152. Inflation hadremained above the Government target range of 5+2.5 percent
from June 2022 to June 2023. In order to anchor inflation expectations, the
Monetary Policy Committee (MPC) gradually raised the policy rate (Central Bank
Rate (CBR)) from 7.50 percent in May 202210.50 percent in June 2023 and
further to 12.50 percent in December 2023. The tightening of the monetary policy
was to address the pressures on the exchange rate and mitigatececdmrdfects
including from global pricesThis ensuredhat inflationary expectations remain
anchored, while setting inflation on a firm downward path towards the 5.0 percent
mid-point of the target rangeThis policy action was complemented by
Governmeninterventions and favourable weather conditions that increased food
supply.Consequentlyinflation eased graduallio 66 percentin Decembe2023

from a peak of 9.6 percent in October 2@2#lhas beemwithin the target range

for thefirst half of FY 2023/24(Figure 2.1) However, inflationhas remained
sticky in the upper bound of R3deetcGover nmer
relatively higher energy prices.

153. Food inflation remained theloominantdriver of overall inflation irDecember
2023.However, itdeclined to 77 percent inDecembe2023 from a peak of 18
percent in Octobe2022supportedby general decline in international food prices,
government interventions through zero rating of select food commodities, and
improved weather conditiortisatenhanced production of fagtowing food items,

thus moderatingheir prices.Nonetheless, sugar prices remained elevated driven
by domestic and global factors.

154. Fuel inflationdeclined to 13.7 percemt December 2028om 15.5 percent
in November2023 driven by a downward adjustment in pump prices by the
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Energy and Petroleum Regulatory Authority (EPRAQwever, tiel inflationhas
remained elevatedeflecting the impact of higher international oil prices,
depreciation in the shiling exchange rate agrddual withdraw of the fuel
subsidize from September 2022 and the upward adjustment of electricity tariff
from April 2023. In addition, the upward adjustment of VAT on petroleum product
in July 2023 from 8.0 percent to 16.0 percent to eliminate tax credits from the sector
exacted upward pressures on prices. However, prices of cooking gas continued to
decline and moderated inflation reflecting the impact of the-riog of VAT on
liquefied petroleum gas (LPG).

155.Core (nonfood nonfuel) inflation remained stable at 8.percent in
December2023, from a peak of 4.4 percent in March 2023. The decline is
attributed to the tight monetary policy and muted demand pressures

Figure 2.1: Inflation Rate, Percent
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Monetary and CrediDevelopments

156. Broad money supply, M3, grew . 1percent in the year fdovember2023
compared ta growth of5.3 percent in the year tNovember2022(Table 2.3).

The primary source of the increase in M&san improvement in thBlet Foreign

Assets (NFA)f the banking system and resili@limesticcredit. The increase in
NFAmainly reflected the i mprovement in

157.Net Domestic Assst(NDA) registered a growth of I0percent in the year
to November2023, compared to a growth of.6 percent over a similar period in
2022. The growth in NDA was mainly supporteddsyincrease in domestic credit
particularlyresilient private sector credit and net lending to governni&miwth

of domestic credit extended by the banking system to therGmeat declined to
a growth of #.4 percent in the year tdovember2023 compared to a growth of
15.2percent in the year tdovember2022
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Table 2.3 Money and Credt Developments (12 Months tdNovember2023,

Ksh billion)
Change Percent Change
2021 2022 2023 2021-2022 | 2022-2023 | 2021-2022 | 2022-2023
November | November | November | November | November | November | November
COMPONENTS OF M3
1. Money supply, M1 (1.1+1.2+1.3) 1.822.0 1,902.0 2,012.5 80.0 110.5 44 58
1.1 currency outside banks (MO0) 238.6 252.2 272.7 13.6 20.5 5.7 8.1
1.2 Demand deposits 1,496.6 1,560.6 1,632.7 64.0 72.1 43 4.6
1.3 Other deposits at CBK 86.8 89.2 107.1 24 17.9 2.7 20.1
2. Money supply, M2 (1+2.1) 34353 3,537.3 3,906.3 102.0 369.0 3.0 10.4
2.1 Time and savings deposits 1,613.3 1,635.3 1,893.8 22.01 258.5 1.364 158
Money supply, M3 (2+3.1) 4,234.0 4,460.2 5,402.6 226.2 942.4 53 211
3.1 Foreign currency deposits 798.7 9229 1,496.3 124.2 573.4 15.6 62.1
SOURCES OF M3
1. Net foreign assets (1.1+1.2) 581.4 276.0 771.8 (305.3) 495.8 (52.5) 179.6
1.1 Central Bank 7104 531.7 4971 (178.7) (34.5) (25.2) (6.5)
1.2 Banking Institutions (129.0) (255.7) 274.6 (126.6) 530.3 (98.2) 207.4
2. Net domestic assets (2.1+2.2) 3,652.7 4,184.2 4,630.8 531.5 446.6 14.6 10.7
2.1 Domestic credit (2.1.1+2.1.2+2.1.3)|  4,797.6 5,425.2 6,180.8 627.6 761.6 13.1 14.0
2.1.1 Government (net) 1.684.4 1,940.4 2.220.7 256.0 280.4 15.2 14.4
2.1.2 Other public sector 84.9 79.3 111.6 (5.5) 323 (6.5) 40.7
2.1.3 Private sector 3,028.3 3,405.5 3,854.5 377.2 448.9 12.5 13.2
2.2 Other assets net (1,145.0) (1.241.1) (1,556.0) (96.1) (315.0) (8.4) (25.4)

Source oData: Central Bank of Kenya

158. Growth in private sector credit from the banking system remaiestent

partly reflecting improving business conditions and demand for working capital.
Credit advanced to the private sedoew by B.2percent in the year tdovember

2023 compared to a growth d2.h percent in the year tdovember2022(Figure

2.2). Strong credit growth was observed finance and insurance, agriculture,
transport and communicatioasd manufacturingGrowth in private sector credit

is expected to remain relatively stable, supported by, among other factors, resilient
economic activity, and the implementation of the Credit Guarantee Scheme for the

vulnerable MSMEs

Figure 2.2 Private Sector Credit
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Interest Rates Developments

159. Shortterm interest rates increased December2023, partly reflecting the
tight monetary policy stance and liquiditpnditions in the money markethe
interbank rate increased tt.T percent irDecembef023 compared t6.4percent

in DecembeR022 while the 9day Treasury Bills rate increased 8.8 percent
compared t®.3 percent over the same peri@tgure 2.3).The introduction of the
interest rate corridoaround the CBRset at CBR+ 250 basis points by the MPC
in August2023 has alignedhe interbank weighted average ratethe Central
Bank Rate and thereby impiiag the transmission of the monetary policy.

Figure 2.3 Short Term Interest Rates, Percent
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160. Commercial banks average lending and deposit rates increased in the year to
October2023 in tandem with the tightening of the monetary policy stance. The
average lending rate increased #2lpercent inOctober2023 from 12.4 percent

in October2022 while the average deposit rate increasélipercent from7.0

percent over the same period. Consequently, the average interest rate spread
declined to 5l percent inOctober2023 from 54 percent inOctober2022.

External Sector Developments

161. The current account deficit improved to USD985 million (4.2 percent of
GDP) inNovember2023 compared to USB,012.3million (5.4 percent of GDP)

in November2022. The current account balance was supported by an improvement
in thetrade balancaccount andesilient remittanceglable 2.4).

162. In the year tdNovember2023, exports contracted bydzercent mainly due

to a decline in horticultural exports particularly cut flowers despite an improvement
in receipts from teachemicalsand manufactured exporiBhe increase in receipts
from tea exports reflects higher prices attributed to lower global supply due to
drought amid resilient demand from traditional marketsle the increase in
manufactured exports receipts reflects strong regional demand.

163.0n the other hand, imports declined hi.4lpercent in the 12 months to
November 2023, mainly reflecting lower imports of infrastructure related
equipment, manufactured goods, oil, and chemicals. Oil prices remain elevated on
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account increased geopolitical fragmentation and global oil supply cuts by major
oil exporters particularly Saudi Arabia and Rusgia.a resultthe trade account
balancemproved byUSD 2,015.0million to a deficit of USDL0,002.2million in
November2023

Table 2.4 Balance of Payments (USD Million)

Actuals as a
Year to November 2023 | Percent of GDP
Percent
Nov-21 | Nov-22 Nov-23 Change Change | Nov-22 | Nov-23
Overall Balance (1,005.0) | 1,802.8 | 1,321.4 (481.3) (26.7) 1.6 13
A) Current Account (5,637.6) | (6,012.3) | (4,196.5) | 1,815.9 30.2 (5.4) (4.2)
Merchandise Account (a-b) (10.669.5)((12,017.2) | (10,002.2) | 2,015.0 16.8 (10.8) | (10.1)
a) Goods: exports 6,699.7 7.472.9 7,258.5 (214.4) 2.9) 6.7 7.3
b) Goods: imports 17,369.2 | 19.490.1 | 17.260.7 | (2,229.4) (11.4) 17.5 17.4
Net Services (c-d) 876.9 1.290.4 768.2 (5222 (40.5) 1.2 0.8
c) Services: credit 4,792.2 6.466.9 5,641.8 (825.0) (12.8) 5.8 5.7
d) Services: debit 39154 | 5.176.5 4,873.7 (302.8) (5.8) 4.7 4.9
Net Primary Income (e-f) (1.823.9) | (1,742.6) | (1.988.7) | (246.1) I (14.1) (1.6) (2.0)
e) Primary income: credit 62.0 40.6 103.4 62.7 154.3 0.0 0.1
f) Primary income: debit 1,885.9 1,783.2 2,092.0 308.8 17.3 1.6 2.1
Net Secondary Income 5,979.0 6.457.0 7,026.2 569.2 88 5.8 7.1
g) Secondary income: credit 6.116.5 6.519.5 7.150.5 631.0 9.7 59 7.2
h) Secondary income: debit 137.5 62.5 1243 61.8 98.9 0.1 0.1
B) Capital Account 196.8 144.5 133.7 (10.8) (7.4) 0.1 0.1
C) Financial Account (5.828.8) | (4,329.1) | (3.030.6) | 1,298.6 30.0 3.9 | 3.1

Source of Data: Central Bank of Kenya

164. Net receipts on the services account declined by B&ED2million to USD
768.2million in November2023 compared to a similar period in 2022. This was
mainly onaccount of a decline in receipts from transport despite an increase in
receipts from tourism as international travel continues to improve. Net Secondary
income remained resilient owing to an increase in remittances which amounted to
USD 4,I74.6 million in the 12 months ttNovember2023, and were 8.percent
higher compared to a similar period in 2022.

165.The capital accounbalancedeclinedby USD 10.8 million to register a
surplus of USD 23.7 million in November2023 compared to a surplus of USD
144 .5million in the same period in 2022. Net financial inflows slowed down but
remained vibrant at USB3,030.6 million in November2023 compared to USD
4,329.1million in November2022. The net financial inflows were mainly in the
form of other investments, financial derivatives, and direct investments. Portfolio
investments registerednet outflow during the peod.

166. The overall balance of payments position slowed down to a surplus of USD
1,321.4million (1.3 percent of GDP) ilNovember2023 from a surplus of USD
1,802.8million (1.6 percent oflGDP) in November2022

Foreign Exchange Reserves

167.The banking systembébs foreign exchange
14,211.1million in November2023, an improvement from US2,084.7million
in November2022. The official foreign exchange reserves held by the Central
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Bank stood at USD 397.6 million compared to USD 969.5million over the
same periodFigure 2.4). Commercial banks holdings improved to USB18.5
million in November2023 from USD4,115.2million in November2022.

168. The official reserves held by the Central Banklopvember2023 represented
4.0 months of import cover as compared to 18 months of import cover in
November2022. It, however, fulfilled the requirement to maintain it at a minimum
of 4.0 months of imports cover to provide adequate buffer againsttshwmrt
shocks in the foreign exchange market.

Figure 2.4 Foreign Exchange Reserves (USD Million)
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Source of Data: Central Bank of Kenya

Exchange Rate Developments

169.Kenya like several other countries is experiencing foreign exchange
challenges due to the rise of US interest rai@dDecember2023, the Kenya
Shilling weakened by23 percent against the US DollaK).2 percent against the
Sterling Pound an@9.2percent against the Euro, compared to a similar period in
2022.

170. The Kenya Shillingagainst the US Dollaexchanged at an average of Ksh
154.1in DecembeR023 compared to an average of KsB.92n DecembeR022.
Against the Euro, the Kenya shilling weakened to exchange at K8I0 6
December2023 compared to Ksh30.0 in December2022 while against the
Sterling Pound the Kenyan Shilling also weakened to exchange afl%&s0
compared to Ksh 848, over the same perig@Figure 2.5. The Kenyan Shilling
was supported by increased remittances, adequate foreign exchseges and
strong exports receipts.

171.The Government has taken measures to stabilize the foreign exchange market
which includeresuscitating the intdvank forex market anthe Governmento-
Government petroleum supply arrangement. This arrangasetinly intended

to address the US Dollar (USD) liquidity challenges and exchange rate volatility
caused by the global dollar shortage and spot market reactions that was driving
volatility and a false depreciation that was a scarcity value as well astmarke
distortion.
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Figure 2.5 Kenya Shillings Exchange Rate
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Capital Markets Developmeist

172. Activity in the capital markets slowed downrecembe2023 compared to
December2022 as advanced economies tightened their monetary policy amid
inflationary pressuresThe NSE 20 Share Index declined t®QB points in
December2023 compared to @76 points in December2022 while Marlet
capitalization declined to Ks1432 billion from Ksh 1,986 billion over the same

period(Figure 2.6).

Figure 2.6 Performance of the Nairobi Securities Exchange
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2.3Fiscal Performance

173.Budget execution during the firfive months of FY 2023/24 progressed
relatively well with revenues recording a growth of2i3ercenin November 2023
compared to a growth o016 percent ilNovember2022. Total revenue recorded
a shortfall of Kst98.7billion with ordinary revenue missing tidovember 2023
target by Ksh 98.2 billion anlllinisterial Appropriation in Aid (AiA)recording a
shortfall of Ksh 05 billion. Revenue performance is anticipated to improver
the course of the fiscal yeamainly supported by themproved revenue
admnistration by the Kenya Revenue Authority.

174. Similarly, overallexpendituresvere below target by KsB35.7 billion in
November 2023on account of below target disbursements towaresurrent
expenditures by Ksh66.7billion, development expenditure by KshalDbillion,
and County Governments by K&R.8 billion. The below target performance in
expenditures is largely explained by the shortfalls in revenue perforr(ibaicie
2.5a).

Table 2.5a: Fiscal Performance as at 30 November,2023(Ksh billion)

Nov-22 Nov-23
Ksh. Billion % af GDP

Prel. Act. |Target Prl. Act. Deviation |Target Prl. Act.

A. Total Revenue including External Grants 897.1 1.116.7 1.016.4 (100.3)| 6.9 6.3
Total Revenues (1+2) 803.8 1,110.2 1.,011.5 (98.7) 6.9 6.3
1. Ordinary Revenue 786.5 977.1 878.9 (98.7) 6.1 54
Import duty 549 68.8 36.2 (126 04 03
Excise duty 108.9 133.1 116.1 (7.1 08 0.7
Income tax 3425 457.0 3804 (76.6)| 2.8 24
VAT 2221 263.9 266.1 22 1.6 16
Other Revenue 581 343 60.1 58 0.3 0.4

2. Ministerial Appropriation in Aid 107.3 133.2 132.7 05 08 0.8
o/w RDL 16.8 14.2 13.7 04 01 0.1

3. External Grants 33 6.5 4.9 (1. 00 0.0
B. Total Expenditure and Net Lending 1,093.8 1,496.4 1.160.8 [ (335.7) 93 7.2
1. Recurrent Expenditure 8228 1.087.5 920.8 (le6.7)| 6.7 5.7

2 Development 149.0 2386 1324 (106.1) 1.5 0.8

3 County Allocation 1221 170.4 107.5 (62.8)| 1.1 0.7

4 Contigency Fund - - - - - -

C. Balance Exclusive of Grants (200.0) (386.2) (149. 2}' 236.9 (2.4) (0.9),
D.Grants 33 6.5 4.9 (1.6)) 0.0 0.0
E. Balance inclusive of Grants (Cash basis) (196.7) (379.7"}' (144.4) 2353 (2.4) (0.9),
Discrepancy 23.0 - (11.6) (11.6)] - (0.1)

F. Total Financing 219.7 379.7 132.7 (247.0)| 24 0.8
1. Net Foreign Financing 39.0 0.9 (23.4) (243 00 (0.1)
2. Net Domestic Financing 180.7 378.8 156.2 (2227 23 1.0
Nominal GDP (Fiscal Year) 14,002.5] 16,131.5 16,131.5 - 100.0  100.0

Source of Data: National Treasury
Revenue Performance

175. Revenue collection tblovember2023 recorded slightly highergrowth of
13.2 percent compared to a growth ©0.6 percent inNovember2022. This
revenue performance ipartly explained by rising cost of living which has
negatively affeted the business environmets at endNovember2023, the
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cumulative total revenue inclusive of Ministerial Appropriation in Aidi{A) was
Ksh 1,011.5billion against a target of Ksh,110.2billion recording a shortfall of

Ksh 98.7billion.

176. Ordinary revenue for the period to November 2028 Ksh878.9billion
against a target of Ksbi77.1billion translating into a shortfall of Ks8.2billion
despite recording a growth of 11.7 percekit broad tax categories of ordinary
revenuesafe for Value Added Tax (VAT) fell short of the respective targets during
the review periodncome taxecorded a shortfall of Ksh 76.6 billioBxcise taxes

of Ksh 17.1 billion andmport dutyof Ksh 12.6 billion.Value Added Tax (VAT)
and other revenue weabove targetoy Ksh 2.2 billion and Ksh2.0billion.

177.Ministerial A-i-A inclusive of the Railway Development Leenounted to
Ksh132.7billion in November 2022against a target of KstB83.2billion recording
ashortfallof Ksh0.5 billion.

Expenditure Performance

178. Total expenditure and net lendimgthe period to November 2028nounted
to Ksh 1,160.8billion against a target of Ksh,496.4billion, translating to a
shortfall in expenditure of KsB35.6billion. This was largely on account of below
target disbursement towardsecurrent expenditure by Ksh166.7 billion,
development expenditure §sh 106.1 billionard below target disbursement to
County Governments of Ksh 62.8 billighable 2.5).

179. The below targetacurrent expendituras at November 2023 was on account

of below target payments on domestic interest (Ksh 51.8 billion), operations and
maintenance (Ksh 83.7 bdh), pensions (17.0 billiongxternal interest (Ksh 6.2
billion) and below target contributions to civil service pension fund of Ksh 7.3
billion. Development expenditures were below target by Ksh 1B#litn on
account of below target disbursement towards domestically financed programmes
by Ksh 91.1 billion and foreign finaned programmes by Kst3.1 billion.
Disbursement to County Governments was below target byeR &hbillion.

180. Fiscal operations of the Government by endlofember2023 resulted in an
overall deficit including grants of Ksh44.4billion against a projected deficit of
Ksh 379.7billion. This deficit was financed through net domestic borrowing of
Ksh 156.2billion and net foreigmepaymenbf Ksh 23.4billion.

2.4Fiscal Policy

181. The mediuraterm fiscal policyapproach seeks to support thev@rnment's
BottomUp Economic Transformation Agentlaough continue@nplemenétion

of a growthresponsivdiscal consolidation plan that slows the yearly increase in

the public debt and puts in place an efficient liability management strategy without
affectingthe provision of services to the publin.addition, the Government will

put in place measures to broaden the revenue base and rationalize expenditures in
order to reduce the fiscal deficitSonsequently, revenwmllectionsare expected

to riseto 20.2percent of GDRn FY 202Z7/28from 19.0percentof GDP in the FY
2023/24 while otal expenditures angrojected tareduce to 23.7 percent of GDP

from 24.2 percent of GDP over the same perighlementation of the reforms on
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revenue and expendituis expected taesult in reduction in the fiscal deficit
including grants froniKsh 785.0billion (4.9 percent of GDPin the FY 2023/24 to
Ksh 771.0billion (3.1 percent of GDP) in the FY 2028 (Table 2.5b).

Table 2.5: Fiscal Framework (Ksh billion)

FY 2021/22 FY 2022/23 FY 2023/24|FY 2024/25|FY 2025;"26' FY 2026!27|FY 2027:28]
Revised

Actual Estimates |Prel. Act. PROJECTIONS
TOTAL REVENUE 2,199.8 24786 23605 3.070.6 34350 358331 4,376.5 4,978.4
Ordinary reverme 1.917.9 21454 2.0411 26246 29481 3.2942 37759 43058
Ministerial Appropriation in Aid 2819 3332 3194 4459 486.9 538.9 600.8 672.6
TOTAL EXPENDITURE AND NET LENDING 3,027.8 3.366.6] 3.221.0 39029 4,188.2 4,553.0 5,170.0 58231
Recurrent 2,1353 23677 23118 2,760.1 28593 3.026.5 34037 3.799.9
Development 5401 560.5 4937 7178 8718 1.068.7 1,209.3 1.427.9
County Transfer 352.4 4363 4158 4239 446.1 4529 552.0 3903
Contigency Fund - 20 - 12 5.0 5.0 5.0 5.0
BALANCE EXCLUDING GRANTS (828.0)| (887.9)] (860.5)| (832.3) (753.2) (719.9) (793.5)| (844.8)|
Grants 31.0 41.7 231 474 493 532 68.6 73.8
BALANCE INCLUSIVE OF GRANTS (797.0)| (846.2)] (837.4) (785.0)) (703.9) (666.7) (724.9)| (771.0))
Adfustment to cash basis 11.9 - 37.0 - - - - -
BALANCE INCLUSIVE OF GRANTS(cash basis| (785.1)| (846.2)] (800.4) (785.0), (703.9) (666.7) (724.9)| (771.0))
Discrepancy (37.3) - (30.1) - - - - 0.0
TOTAL FINANCING 747.8 846.2 770.3 785.0 703.9 666.7 724.9 7710
Net Foreign Financing 1425 362.7 310.8 3622 326.1 103.7 2308 2175
Net Domestic Financing 605.3 483.6 459.5 4217 3717 563.0 494.1 353.5
Nominal GDP (Fiscal year) 12,698.0 | 14,521.6] 14.274.4] 16.131.5] 18,0152 | 20,002.3( 22,180.5] 24,594.5

As a share of GDP

TOTAL REVENUE 173 171 16.5 19.0 191 19.2 19.7 202
Ordinary revenue 15.1 14.8 14.3 16.3 16.4 16.5 17.0 17.5
Ministerial Appropriation in Aid 22 23 22 28 27 27 27 27
TOTAL EXPENDITURE AND NET LENDING 2338 232 226 242 232 2238 233 237
Recurrent 16.8 16.3 16.2 171 15.9 151 153 15.5
Development 43 39 38 44 49 5.3 545 5.8
County Transfer 28 30 29 26 25 23 25 24
Contigency Fund - 0.0 - 0.0 0.0 0.0 0.0 0.0
BALANCE EXCLUDING GRANTS (6.5) (6.1) (6.0) (5.2) 4.2) (3.6) (3.6) (3.4)
Grants 02 0.3 0.2 0.3 0.3 0.3 0.3 0.3
BALANCE INCLUSIVE OF GRANTS (6.3) (5.8) (5.9) .9) (3.9) (3.3) (3.3) (3.1)
Adpustment to cash basis 0.1 - 0.3 - - - - -
BALANCE INCLUSIVE OF GRANTS(cash basis (5.2) 5.8) (5.6) 4.9) (3.9) (3.3) (3.3) (3.1)
Discrepancy (0.3)] - (0.2), - - - - (0.0))
TOTAL FINANCING 59 5.8 54 49 39 33 33 31
Net Foreign Financing 1.1 25 22 22 1.8 0.5 1.0 0.9
Net Domestic Financing 438 33 32 26 21 238 22 23
Nominal GDP (Fiscal year) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source of Data: National Treasury
DomesticRevenue Mobilization

182. The Government will implement a mix of tax administrative and tax policy
measuresn order toboost revenue collection efforts by the Kenya Revenue
Authority (KRA) to overKsh 4.0 trillionin the medium ternthereby supporting
economic activityIn particular, he Governmenwill focus on domestic resource
mobilization efforts that include:

i) Implementation of the Finance Act 2023 that targets to boost revenue
collection. This will lead to a tax effort of 16% of GDP in FY 2023/24;
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i) Implementation of the National Tax Policy to improve the tax system's
administrative effectiveness, offer uniformity and clarity in tax laws, and
control tax expenditures;

iii) Implementation of the Mediusierm Revenue Strategy (MTRS) for the
period FY 2024/25 2026/27 to further strengthen tax raue mobilization
efforts to 20.00 of GDP over the medium term;

iv) Focus on nottax measures that MDAs can raise through the services they
offer to the public e.g. Ministry of Land, Immigration and citizen services
among others; and

v) Strengthening of Tax Administration by KRA through scaling up use of
technology to seal leakages; enhancements of iTax and Integrated Customs
Management System (iICMS); and use -GflBIS (Tax Invoice Management
System).

Expenditure Reforms

183. TheGovernment will sustain efforts to improve efficiency in public spending
and ensure value for money by: eliminating non priority expendituresi)
rationalizing tax expendituresi) scaling up the use of Public Private Partnerships
financing for commercially viale projectsiv) digitizing of asset reporting through
operationalization of IFMIS asset module by all MDAsdiv) rolling out of an

end - to - end eGovernmentProcuremeni{e-GP) System to the National and
County Governments in the FY 2028/Ahere all public procurement and assets
disposal transactions are undertaken online and are fully compliant with the Public
Procurement and Asset Disposal A£2015 and its attendant Regulations 2020.
The developed -6&P system will be interfaced with the Integrated Financial
Management Information System (IFMIS) to process payments of contracted
suppliers. Currently, the Government is piloting the ne@@Resysem in twelve

(12) MDAs. Once the system is implementeds gxpected tpromote savings of
about 1015 percent of the total Government procurement expenditure, value for
money, efficiency, transparency, audit trail and enhance good governance in our
public procurement.

184.In order to increase efficiency and effectiveness of the public spending, the
Government will continue to implement Public Investment Management
Regulations thatim to streamline initiation, execution and delivery of public
investment projects. Ministries shall be required to finalize ongoing projects before
commencing new projects in order to reduce
projects. Additionally, all M approved projects shall be required to factor
environmental and climate related riskdunting carbon emission and disaster risk
management as part of project appraisal. Going forward, the National Government
will commence rolling out the PIM Regulations to County Governmé&nisher,

the Government will roll out the Public Investment Management Information
System (PIMIS) to all the Ministries, Departments and Agencies (MDAS). The
System is aimed at improving the management of development projects in the
country. All State Depéments, SAGAs and SOEs shall be required to list all the
projects
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185. To sustain and strengthen the pension refotihesGovernmenill monitor

and completely separate and delink the governance of the Public Service
Superannuation Scheme from that of the -pontributory scheme.The
Governmentwill alsorevamp the public service pension administration through
digitization and reengineering of the pension management system, expected to be
completed by December 2024. Digitization will streamline processes, improve
accuracy, and facilitategimely pensions payments. This also enable better
monitoring and management of pensretated maers while reengineering will
complement the digitization by availing an eiodend Enterprise Resource
Planning (ERP) solution that takes advantage of the modern IT technologies.

186. In order to address the challenges faced by Government Owned Enterprises
(GOEs), commonly known as Commercial State Corporations, the Government
has embarked on the process of privatising and restructuring of these entities.
Following the enactment of th#rivatisation Act2023, the Governmemtill fast

track the privatisation of GOEs and Government Linked Corporations (GLCs). As
part of the process, the Government has identified and proposed eleven (11) entities
to be included in the 2023/2024 PrivatisatProgram, in line with the prions

of the Privatisation Act, 2023. Therivatisation is geared towards the
Government s efforts for fiscal consoli dat
through: Raising additional revenue; Reduction in the demand for Government
resources; Improvement of regulatory framework in the econgmynbundling
regulatory and commercial functions among some entities; and Improvement of
efficiency in the economy by encouraging more participation of the private sector
hence makéhe economy more responsive to market forces; among others.

Deficit Financing Policy

187. Consistent with the objective of minimizing costs and risks of public debt, the
Government will mobilize resourcesainly from multilateral and bilateral
Development Partners (DPs). Commercial borrowing sources will be utilized as
last resort to fund the fiscal deficit and repay maturing external debts. Net domestic
financing requirements will be met through the issuance of Treasury bonds in the
domestic meket.

188.More emphasis will beon maximiang concessional loans while non
concessional and commercial external borrowing will be limited to economic
enabler projects that cannot secure concessional financing and are inhirleewit
BottomUp Transformatiomgenda of the Government.

189.1In light of increased cost of financing, tli@overnmentwill continue to
monitor the global financial market conditions before accessing the international
capital market for any liability management operatidiee Governmenwill also
explore other alternative sources of financing including clinfated financing
options, Debt for Nature Swaps, Samurai and Panda bdeplsnding on the
prevailing markeand macroeconomimnditions

190.The domestic debt market remains one of central funding source to the
Government as it contributes to half of the totduiredfinancing needshus
mitigating against external currency risks. The Government will continue to
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implement reforms that are aimed at deepening, improving efficiency and
diversifying the investor base within the domestic market.

191. Commitment to fiscal consolidationith a view toredudng fiscal deficits
remains important to Government in restraining debt accumulation and thus
progressively reduce the debt service over the metium amidst global shocks

on Kenyads econdemyprogpects. i t s medi um

2.5Economic Outlook

192. The economys projected to remain strorand resilient in 2023, 2024 and
over the medium terraupported by the continued robust growth of the services
sectors, the rebound in agriculture, and the ongoing implementation of measures to
boost economic activity in priority sectors by the Government. As dheh,
economyis expected to remain strong and expand by 5.5 percbnthir2023and
2024(5.5 percent in FY 2023/24 and FY 2024/25)Table 26 and Annex Table

1).

193. From the supply side this growth will be driven by strong recovery ithe
agriculturesector supported by trenticipated adequate rainfall in most parts of
the countryand adecline in global commodity prices that lniéduce the cost of
production. Additionally,Government intervention measures aimed at lowering
the cost oproductionsuch as the ongoing féizer and seed subsidy programd
provision of adequate afforlde working capital to farmers will support growth of
the sector.

194.The industry sector will be driven mainly by increased activities in
manufacturing and construction subsectors. Manufacturing subsector will be
supported byimproved availability of rawmaterials following the recovery in
agriculture production and a decline in global commodity prices which will support
food processingConstruction subsectwiill be driven by sistained investment in

the Affordable Housing programme, PPP infrastructure projects and the ongoing
work on building and maintaining public infrastructuigectricity and water
supply subsector is expected to remain vibrant due tanheipatedincrease in
demandas the industrial and residential consumption grows.

195. Services sector will be supported by resilient activiieccommodation and
restaurantfinancial and insurance, information and communication, wholesale and

retail trade and transport and storage, among othsrsommodation and

restaurant subsector will be supported by the continued incrdaseinr i st sdé arri v
as international travels recovers following the global economic slowdown and
Government 6s effort to revamp the sector,
conference, cultural festivals and proting wildlife safaris. Transport and Storage

subsector will be supportday improvement of critical national and regional trunk

roads that have the highest economic impaad aloption of electric vehicles

which signals new era of mobilityActivities in information and communication

subsector will be supported by laying of additional National Fiber Optic network

which will enable the Country to achieve the required national bandwidth to

expedite the deployment and developmenuddilrtelecommunicationesvices.
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196. On the demand sidegrowth will be driven by an improvement in aggregate
demand. Aggregate demand will be supported by household private consumption
and robust private sector investments coupled with Government investments as the
public sector consolidates. This growth veilso be supported by improvement in

the external account supported by strong export growth and resilient remittances

197. Consumptiorwill mainly be driven by strong Private consumption whigh
expected to increase to 7§8rcentof GDP in 2024 from 78.percentof GDP in

2023. The easing of inflationary pressures will result in strong household
disposable income, which will in turn support household consumption.
Government consumption is projected to decline in 2023 and 2024 in line with the
fiscal consolidation program.

198. Aggregate investment is projected to remain stable dtgE9cent of GDP in

2023 and 1% percent of GDP in 202mainly supported by the private sector

Investment will benefit from focus on publmrivatepartnership (PPP) projects

and improvements in the Foreign Exchange market conditiddditionally,

private investmentwill be supported by stable macroeconomic conditions coupled

with the ongoing fiscal consolidation which will provide the needed confidence for

investors. Interventions by the Governme through the Hustlers
strengthen MSMEs thereby correcting market failures for the vast majority of

Kenya's at the bottom of the pyramid. This will strengthen the private sector led

growth opportunities.

199. Growth over the medium term will also deven by sustained Government
investments in the Affordable Housing programme, PPP infrastructure projects and
the ongoing work on building and maintaining publidrastructure. The
development spending thebudget willbe above 5.percent of GDP so as not to
impact on growth momentum. The spending sugoviestments in key projects
under the BottortUp Economic Transformation Agenda (BETA}articularly,
investmend in the nine priority value chains (Leather, Cotton, Dairy, Edible Oils,
Tea, Rice, Blue economy, Natural Resources (including Minerals and Forestry),
and Building Materials).

200. The current account deficit is projected to improvd.tbpercent of GDP in
2023 and4.0 percent of GDP in 2022bmpared to 3. percent of GDP in 2022.

The expected narrowing dlfie current account deficit is driven by a decline in
imports amid lower oil prices, exchange rate adjustment, and further rationalization
of capital spendingAdditionally, the arrent account balance will be supported by
continued strong remittance inflows

20lLKenyabds exports of goods and services i
supported by receipts from tourism, and an increase in receipts from tea and
manufactured exports. The strengthening of the dollar against the Shilling is also

expected to supposexport receiptsThe expected recovery of k
partners and the implementation of Africa Continental Free Trade Area (AfCFTA)

will enhance demand for exports of Kenyan manufactured prodiadsgionally,

the implementation of crops and livedta@lue chains, specifically, exports of tea,

coffee, vegetables and fresh horticultural produce, among others will support

growth in export receipts.

47| 2024Budget Policy Statemel



202.In the Balance of Payments Statement, external financing needs will be met
mainly by equity inflows and foreign direct investment given the conducive
business climate that Government has created particularly the fiscal policy
predictability.

Monetary Policy Management

203. The monetary policy stance is aimed at achieving price stability and providing
adequate credit to support economic activityith agriculture recovering, the
contribution from food prices to headline inflation is expected to decline but
pressures from fuel prices are expected to remain in the near term. Overall, inflation
is expected to largely remain within the target barst@f5 percent in the medium
term This will be supported by muted demand pressures consistent with prudent
monetary policy and eaginof domestic and global food prices coupled with
Government measuresltwer cost of production through subsidizing farm inputs
and support sufficient supply of staple food itelm®ugh zero rated imports.

204. In order to ensure that inflationary expectatianswell anchored and in line

with maintaining external sustainabilitthe Governmenwill continue toadjust

the monetary paty stance decisively as needaed mitigate the seconmund

effects, including fromnternational oil price shock€xchange rate adjustments,

and riks from any other future shockl addition to inflation objectiveghe

Central Bank of Kenya (CBKyvill ensure that the monetary policy stance and

central bank policy operations areitually consstent at all times with policy, in

orderto support confidence in raepeconomic stability, meetinGo ver nment 0 s
financing needs, mai nt ai ning Kenyaods e xt
adequacy of foreign exchange reserves.

205. The Governmenwill alsosupport a flexible exchange rate system to act as
external shock absorber. To address the challenges of pricing and liquidity, CBK
issued the Kenya FX code in March 2023. The code is aligned to best practices
adopted in leadingurisdictionsand incorporates relevant elements of the Global
FX Code. The leading principles include practices on Execution, Governance, and
Risk Management and Compliance which foster a robust, fair, open, liquid and
appropriately transparent market. This was complaed by conated efforts to
reactivate the interbank FX market. Two foreign exchange-dgeler brokers are
already active in the interbank FX market, supporting price discovery.

206. Over the medium tern€GBK will continueimplemening reforms outlined in

the White Paper on Modernization of the Monet&glicy Framework and
OperationsThe reformsaim atenhaning the effectiveness of monetary policy and
support anchoring of inflation expectatiahsough inflation targetingn order to
enhance monetary policy transmissi@@BK adopted a new monetary policy
implementation framework and launched the Centralized Securities Depository
System (CSD) in 2023.

207.The new framework, adopted in August 2023, which is based on inflation
targeting introduced an interest rate corridor around the Central Bank Rate (CBR)
set at CBR+250 basis points. Consequently, monetary policy operations are aimed
at ensuring the interbank rate, the operating target, closely tracks the CBR within
the corridor. To faher improve the operation of the interest rate corridor
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framework, access to the Discount Window was improved as the applicable interest
rate was reduced from the 600 basis points above CBR to 400 basis points above
CBR. The Centralized Securities Depository System, the DhowCSD, which went
live on 3F' July, 2023, is a versatile market infrastructure that will improve
monetary policy transmission and implementation and enhance operational
efficiency in the domestic debt market, further promoting capital growth, market
deepening, expansion of digital ass for Ioader financial inclusion, and
positioning Kenya as the preferred financial hub in the region.

208. Additionally, the CBK will continue improving monetary policy formulation
and implementation in Kenya byefining macroeconomic modelling and
forecasting frameworks, fitreningof monetary policy operations around the CBR
and improving the communication of monetary policy decisions to make them
more effective.

Table 26: Macroeconomic Indicators and Projections

2020 2021 2022 2023 2024 2025 2026 2027

Act Prel. Act | Prel. Act Proj. BPS 2024 |BPS 2024 | BPS 2024 | BPS 2024

annual percentage change, unless otherwise indicated
National Account and Prices

Real GDP -0.3 7.6 4.8 5.5 5.5 5.5 5.5 5.6
Primary Sector 4.7 0.5 -1.0 6.6 4.2 4.4 4.1 3.9

of which: Agricuture 4.6 -0.4 -1.6 6.9 42 4.4 4.0 39
Industry 3.2 6.8 3.5 2.5 33 3.4 3.3 3.8
Services -1.8 9.6 6.7 6.2 6.1 6.2 6.6 6.6
GDP deflator 4.9 4.3 6.0 7.2 6.2 58 5.8 4.6
CPI Index (eop) 5.6 5.7 2.1 6.3 5.0 5.0 5.0 5.0
CPI Index (avg) 53 6.1 7.6 7.7 5.0 5.0 5.0 5.0
Terms of trade (-deterioration) -5.3 -2.2 0.7 -6.3 1.3 2.5 2.8 3.9

Money and Credit (end of period)

Net domestic assets 15.9 15.2 14.9 11.7 9.8 9.2 8.6 8.9
Net domestic credit to the Government 26.7 18.9 10.6 7.7 8.4 8.7 7.9 6.7
Credit to the rest of the economy 10.1 12.2 13.2 14.2 14.4 13.6 12.8 14.0
Broad Money, M3 (percent change) 6.9 10.5 13.2 12.3 11.3 11.0 10.9 11.3
Reserve money (percent change) 10.5 4.0 3.2 12.2 11.2 10.8 10.8 11.1

in percentage of GDP, unless otherwise indicated
Investment and Saving

Consumption 88.3 88.7 90.1 88.6 88.8 86.3 86.1 85.1
Central Government 12.5 12.1 123 10.5 9.9 9.2 9.0 9.2
Private 75.4 74.6 75.6 78.1 78.9 77.1 77.1 76.0

Gross Fixed Capital Investment 19.7 20.4 19.2 19.4 19.5 19.9 19.9 199

Central Government 5.5 4.5 38 3.6 4.1 4.6 49 5.1
Private 142 15.9 154 15.8 15.4 15.3 15.0 148
Gross National Saving 14.9 15.6 14.1 14.9 15.5 15.8 15.9 159
Central Government -3.3 -4.4 -4.1 -4.1 -3.7 -23 -1.5 -1.3
Private 18.1 20.0 18.2 19.0 19.3 18.1 17.4 172
Exports value, goods and services 9.7 10.8 122 13.1 12.8 12.8 12.5 12.7
Imports value, goods and services 17.7 19.9 215 21.4 214 20.1 19.4 18.9
Current external balance, including official transfers -4.8 -4.8 -5.1 -4.4 -4.0 -4.1 -4.0 -4.0
Gross reserves in months of next yr's imports 4.6 4.7 4.4 3.6 4.2 4.0 4.0 3.9
Gross reserves in months of this yr's imports 5.6 5.2 3.9 4.0 4.3 4.3 4.3 4.3

fiscal year, in percentage of GDP, unless otherwise indicated
Central Government Budget

Total revenue 16.5 16.0 173 16.5 19.0 19.1 19.2 19.7
Total expenditure and net lending 24.4 24.6 23.8 22.6 242 232 228 233
Overall Fiscal balance excl. grants -7.9 -8.6 -6.5 -6.0 -5.2 -4.2 -3.6 -3.6
Overall Fiscal balance, incl. grants -7.7 -8.3 -6.3 -5.9 -4.9 -39 -33 -33
Overall Fiscal balance, incl. grants, cash basis -7.6 -8.3 -6.2 -5.6 -4.9 -39 -33 -33
Primary budget balance -3.4 -3.9 -1.6 -0.8 0.7 1.7 1.8 1.5

Public debt

Nominal central government debt (eop), gross 68.4 68.0 71.4 68.0 64.8 61.7 589 56.3
Nominal debt (eop). net of deposits 63.4 64.7 68.0 65.0 62.1 593 56.7 54.3
Domestic (gross) 32.8 34.1 33.9 32.6 313 31.0 30.2 295
Domestic (net) 27.9 30.8 30.5 20.6 28.6 28.6 28.0 275
External 355 339 375 355 336 30.7 28.8 26.8

Memorandum Items:
Nominal GDP (in Ksh Billion) 10,715 12,028 | 13,368 | 15,180 17,083 18,948 21,057 23,304
Nominal GDP (in USS$ Million) 100,658 | 109,697 | 113,421 | 101,978 114,510 | 126,574 142,044 | 155,474

Source of Data: The National Treasury
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2.6 Risks to the Economic Outlook

209.There are downside risks emanating from domestic as well as external
sources. On th@omestidront, risks relate to unpredictable weather conditions due
to the impact of climate change which could adversely affect agricultural
production and resulin domestic inflationary pressures and food insecurity.
Additionally, tight fiscal space due to the impaétthe multiple shocks that have
affected the global and the domestic economy might lead to tight liquidity
conditions for financing the budget.

210. On the external fronyncertainties in the global economictimok stemming

from the escalatingeopoliticalfragmentationgould result in higher commaodity

prices which poses a risk to domesticinflation outcomesleadng to further

tightening of financial conditiong\dditionally, weaker global demand due to the

slowdownint he gl obal economic recovery could act
foreign direct investments and remittances. Continued strengthening of US dollar

against other global currenciessarg from aggressive monetary policy tightening

present significant risks to financial flows and puts pressures on the exchange rate

with implication to growth and inflation.

211.The upside risk to the domestic economy relateatidy easing of global
financing conditionsand lower international fuel and food prices, which would
strend hen Kenyads easter¢hannpejecteth redowand in @csnomick
activities that would result in higher Government revenues providing fiscal space
that would support fiscal consolidation.

212.The Kenyan Government continues to monitor the domestic and external
environment and wiltakeappropriate policy measures to safeguard the economy
against the adverse effects of the risks if they were to materializ
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lll. BUDGET FOR FY 2024/25 AND THE MEDIUM
TERM

3.1Fiscal Framework for FY 2024/25 and Medium TermBudget

213.The FY 2024/25 andthe medidme r m budget 1 s based on tF
policy priorities and macroeconomic policy framework set out in Chapter | and

Chapter Il. To support the BottomUp Economic Transformation Agenda, the

Government will continue with thgrowth friendly fiscal consolidation plan by

containing expenditures and enhancing mobilization of revenues in order to slow

down growth in public debt without compromising service delivery.

Revenue Projections

214.In the FY 2024/25, revenue collection including Appropriaiioid

(A.lLA) is projected to increase to Ksh 3310billion (19.1 percent of GDPup

from the projected Ksh 3,070.6 billion (19@rcent of GDP) in the FY 2023/24
(Annex Table 2 and 3) Revenueperformancewill be underpinned by the en
going reforms in tax policy and revenue administration measures geared towards
expanding the tax basand improving tax compliancérdinary revenues will
amount to Ksh 248.1 billion (16.4 percent of GDP) in FY 2@/25 from the
projected Ksh 2,624 Billion (16.3 percent of GDP) in FY 2023/24.

Expenditure Projections

215. Government expenditure as a share of GDP for FY 2024/25 is projected to
decline to 3.2 percent from the projection of42 percent of GDP in the FY
2023/24. In nominal terms, the overall expenditure and net lending is projected at
Ksh 4,18.2 billion compared to a projection of Ksh9®2.9billion in the FY
2023/24 budget. The FY 2024/25 expenditures comprise of recurrent of Ksh
2,859.3billion (15.9 percent ofGDP) and development of Ksh 87 h#lion (4.9
percent of GDP).

Deficit Financing

216.Reflecting the projected expenditures and revenues, the fiscal deficit
(including grants), is projected at K303.9billion (3.9 percent of GDP) in FY
2024/25 compared to the projectdidcal deficit of Ksh 785.0billion (4.9 percent

of GDP) in FY 202/24.

217.The fiscal deficit in FY 202/25, will be financed by net external financing of
Ksh 3261 billion (1.8 percent of GDP), and net domestic borrowing of BgiA.7
billion (2.1 percent of GDPR)

3.2FY 2024/25and Medium-Term Budget Priorities

218.The FY 2024/25 and the Medium Term Framework will focus on the
implementation of th&ottom-up Economic Transformation Agenda (BETA) as
prioritized in the Medium Term Plan (MTP) IV. The Agenda is geared towards
economic turnaround and inclusive growth, and aims to increase investments in the
five core pillars envisaged to have the largest imfmatite economy as well as on
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household welfare. These include: Agricultural Transformation and Inclusive
Growth; Micro, Small and Medium Enterprise (MSME); Housing and Settlement;
Healthcare; and Digital Superhighway and Creative Industry. Implementation of
these priority programmesnas at bringing down the cost of living; eradicating
hunger; creating jobs; and provide the greater majority of our citizens with much
needed social security while expanding the tax revenue base and improving foreign
exchange balance.

219.To achieve the pillars, the Government will implement strategic interventions
under the following key enablergifrastructure; Manufacturing; Blue Economy;
Services EconomyEnvironmentand Climate Change; Education and Training;
Women Agenda; Social Protection; Sports, Culture and Arts; Youth Empowerment
and Development Agenda; Governance; and Foreign Policy and Regional
Integration

3.3 Budgetary Allocations for the FY 2024/25 and the Medium-
Term

220.The total budget for FY 2024/25 is projectedkah 4,1437 billion. The
allocationsto the three arms of government including sharable revenut to
County Governments is summarizedliable 3.1

Table 3.1: Summary BudgetAllocations for the FY2024/251 2026/27 (Ksh
Million

Financial Years
. . Approved BPS Projection
S/NO. |Details
2023/24 2024/25 2025/26 2026/27
1.0 National Government 24644744 2,511.463.6 2.733,098.4 29946859
Executive 2.400,067.0 2438939.0 2.662 8489 29185044
Parliament 40.742.0 41,623 4 431683 447777
Judiciary 22.784.0 23,6903 27,081.1 31.403.8
2.0 Consolidated Fund Services 1,131.650.1 12411517 1279212 4 13510345
3.0 County Government 3854246 391.117.1 415,591.0 515,051.0
Total....cvvararnrnnnnn Kshs. 3,981.540.0 4.143,732.3 4,427,0901.8 4.860,771.4
% Share in the Total Allocation
1.0 National Government 61.9 60.6 61.7 61.6
Executive 60.3 58.9 60.1 60.0
Parliament 1.0 1.0 1.0 0.9
Judiciary 0.6 0.6 0.6 0.6
20 Consolidated Fund Services 284 30.0 289 278
3.0 County Government 9.7 9.4 9.4 10.6
Notes**
* Consolidated Fund Services(CFS)is composed of domestic interest, foreign interest, Net lending and
pensiond salaries for State Officers
**County Government allocation is composed of sharable allocation

Source of Data: The National Treasury
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221.The resource allocation for the priority programmes will be developed
through a value chain approach under five clusters namely: Finance and Production
Economy; Infrastructure; Land and Natural Resources; Social Sectors; and
Governance and Public Administration. The nine (9) identified key value chain
areas for implementation include: Leather; Cotton; Dairy; Edible Oils; Tea; Rice;
Blue Economy; Natural &ources (including Minerals and Forestry); and Building
Materials. This process ensures there is no break in the cycle in the resource
allocations for a value chain. The process also ensures adequate resources are
allocated to any entity along the valugam and helps to eliminate duplication of
roles and budgeting of resources. Spending in these critical needs are aimed at
achieving quality outputs and outcomes with optimum utilization of resources. The
momentum and large impact they will create wilseaeconomic vibrancy and tax
revenues.

222. Further, the MDAs will be encouraged to adopt efficiency in allocation of
resources through cost budgeting and reviewing the portfolio of externally funded
projects. The MDAsare also encouraged to restructure anehlign with the
Government priority programmes. Realization of these objectives will be achieved
within the budget ceilings provided in this 8PThe following criteria will serve

as a guide for allocating resources:

I) Linkage of programmes with the value chains of the BottéprEconomic
Transformation Agenda priorities;

i) Linkage of the programme with the priorities of MediJierm Plan 1V of the
Vision 2030;

iii) Linkage of programmes that support mitigation and adaptation of climate
change;

iv) Completion of ongoing projects, viable stalled projects and payment of
verified pending bills;
v) Degree to which a programme addresses job creation and poverty reduction;

vi) Degree to which a programme addresses the core mandate of the MDAS,
Expected outputs and outcomes from a programme

vii) Cost effectiveness, efficiency and sustainability of the programme; and
viii) Requirements for furtherance and implementation of the Constitution.

223. The baseline estimates reflect the current ministerial spending levels in sector
programmes. In the recurrent expenditure categorydismmetionary expenditures

take first charge. These include payment of public debts and interest therein,
salaries andgnsions.

224. Development expenditures have been allocated on the basis of the flagship
projects inVision 203Q the Bottom- Up Economic Transformation Agendad

the MTP IV priorities. The following criteria was used in apportioning capital
budget:
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a. Onrgoing projectsiemphasis was given to completion ofg@oing capital
projects and in particular infrastructure projects with high impact on
poverty reduction, equity and employment creation;

b. Counterpart fundsipriority was also given to adequate allocations for
donor counterpart funds which is the portion that @@/ernmentmust
finance in support of the projects financed by development partners;

c. Post COVID-19 Recovery: Consideration was further given to
interventions supporting PoSOVID-19 recovery; and

d. Strategic policy interventionsfurther priority was given to policy
interventions covering the entire nation, regional integration, social equity
and environmental conservation.

3.4 Details of Sector Priorities

225. Table 32 provides the projectdobseline ceilings for thEY2024/25 and the
mediumterm, classified by sectoiAnnex Table 4 provides a summary of
expenditures bprogrammesor the FY2024/25 202627 period The BPS Sector
ceilings wereenhanced on account of additional programmes, completion of
ongoing projects and additional expenditures tied-ieAArevenue collection.
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Table 32: Summary of Budget Allocations for the FY2024/25 2026/27 (Ksh
Million)

Suppl Suppl
Estimates Estimates| % Share in Total Ministerial
Code |Sector No.l 2024 BPS Ceiling No.l Expenditure

2023/24 2024/25 | 202526 |2026/27 | 2023/24| 2024/25 | 2025/26 |2026/27

AGRICULTURE, RURAL & URBAN DEVELOPMENT
010 |[ARUD) Sub Total | 98,0891 | 878080 | 958113 | 97.2286| 403 350 351 325

Rec_Gross 325067 29,8199 313207 329310 197 180 178 1.66

Dev Gross 65,5823 57,988.1 644906 64,2976 8.37 6.79 6.65 6.39

F

020 |ENERGY, INFRASTRUCTURE AND ICT Sub Total | 4947153 | 50506680 | 5462610 | 5556846 2035 2013 1999| 1856

Rec_Gross 1453060 | 1453060 | 1562450 | 1580466 8.82 8.7 8.86 195

Dev Gross 3494093 36036200 3900160 3976380 446l 4220 4025 3951

GENERAL ECONOMIC AND COMMERCIAL AFFAIRS
030 |[GECA) Sub Total | 724430 567152 | 669815 | 62,360.8 198 116 145 108

Rec_Gross 395755 323052 35,1019 40,2970 240 195 199 203

Dev Gross 32,8675 244100 31,8796 220638 420 286 3.29 219

F

040 |HEALTH Sub Total | 1388459 | 1475998 | 155507.7| 160,080.8 571 5.88 5.69 535

Rec_Gross 86,1912 873251 91,9302 95,3035 535 527 521 479

Dev Gross 50,6546 60,2747 635775 64,7773 647 7.06 656 644

050 |EDUCATION Sub Total | 6896116 | 666468.1| 7241250 | 7828472 12837| 2654 2649 2614

Rec_Gross B55657.5 | 6380440 | 6BSEIS0| TASMT2| 3079 3649 3687 3748

Dev_Gross 339541 24241 385000 37,6000 434 33 397 34

060 | GOVERNANCE, JUSTICE, LAW AND ORDER (GJLO) |Sub_Total | 240,358 | 2509192 | 2729565 308239.0 9.89 9.99 999 1029

Rec_Gross 2051634 | 2327727 2488021 2803428| 1366 14.04 1410 14.10

Dev_Gross 151725 18,1466 241544 178%.2 194 113 49 on

PUBLIC ADMINISTRATION AND INTERNATIONAL
070 |RELATIONS (PAIR) Sub Total | 299,326.2 | 3516969 | 3905717 5236144 1231 1400 1429 1748

Rec_Gross 1828238 2049635| 2194310 3307789 1Ll 1237 1244]  lopd

Dev_Gross 1165023 | 1467334 | 1711407| 1928355 | 1487 17.18 1766 1916

080 |NATIONALSECURITY Sub Total | 199,286.5 | 2444216 250053.0 | 2617921 8.20 9.73 9.15 B.74

Rec_Gross 1960325 2055856 [ 2097140] 21645310 1190 1240 1189 10.89

Dev_Gross 32540 38,8360 40,3390 453300 042 455 416 450

090 |SOCIAL PROTECTION, CULTURE AND RECREATION | Sub Total | 728535 722018 732307 | 751195 3.00 187 168 151

Rec Gross 478222 46,8585 47,5593 46,1484 290 283 270 242

Dev Gross 250313 253433 196714 269711 320 297 265 268

ENVIRONMENT PROTECTION, WATER AND
(100 [NATURAL RESOURCES Sub Total | 1255167 | 1279650 | 157,600.0 | 167,719.0 5.16 5.10 5.77 5.60

Rec_Gross 347249 345490 38,3060 40,6720 1 208 217 205

Dev_Gross 90,1917 934160 1192040 | 1270470[ 1159 10.94 1231 1262

GRAND TOTAL Sub Total | 24310234 | 25114636 | 27330984 | 29946860 | 1000 1000 1000 ] 1000

Rec Gross | 16478037) 16575295) 17640352 [ 19882205( 6778 66.00 fe54| 6639

Dev Gross 7832197 | 8539341 9690632 | 10064655 | 3222 3400 3546 3361

Source of DataNational Treasury

Agriculture Rural and Urban Development Sector

226. The Agriculture Rural and Urban Development Sector is a major player in the
delivery of nationabdevelopmentgenda as envisaged in Kenya Vision 2030, the
Kenya Kwanza PlanBottom-Up Economic Transformation Agenda (262@27),
Agricultural Sector Transformation and Growth Strategy (ASTGS) and the
Sustainable Development Goals (SDGs) and among other natiomal an
international policies and obligations.
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227.During the 2020/22022/23 MediurriTerm Expenditure Framework
(MTEF) period, the Sector registered and issued 1,233,706 title deeds countrywide;
settled 24,112 landless households; -geferenced 144,951 land parcels;
developed a nationdnd value index in 25 counties, graduated 2,632 veterinary
and animal production technicians from livestock industry training institutions;
trained 2,293 actors in dairy, beef and apiculture value chains; produced 3.4 million
straws of semen and 85.7 millicsoses of assted vaccines for livestock;
constructed a model feedlot in Baringo County; provided crop insurance cover to
1,004,651 farmers across 41 counties; supported 1,368,935 beneficiaries with
fertilizers, seeds, chemicals, agricultural lime and storage bag&2antB9 litres

of pesticides and 4,000 personal protective equipment; formalized and issued 6,023
letters of allotments in urban areas; facilitated compulsory land acquisition for 60
infrastructural development public projects; supported 19,395 grougedstal

areas with a grant of Ksh5 billion for alternative livelihoods; trained 875 fishing
crew to support deep sea fishing, completed 7 éisHihg sites, and disbursed Ksh
251 million under the Coffee Cherry Advance Revolving Fund.

228. During the MTEF period 2024/252026/27, the sector plans to: register and
issue 1,270,00@tle deeds countrywide; settle 47,000 landless households; geo
reference 1,770,000 land parcels; produce and distribute 135 million doses of
assorted livestock vaccines, 10.5 million doses of semen and 45,000 improved
embryos; distribute 640 milk coolers twounties; complete Kenya Leather
Industrial Park at Kenanie; train and recruit 1,000 fishing crew annually; construct
77 fish landing sites; develop 3 fishipgrts; develop a fish processing plant in
Kalokol; undertake fish stock assessments; support 6,400 smallholder fish farmers
in aquaculture farming and 300 fisher folks interest groups with fish production
technological packages; support 4,166,282 fasmwith 1,583,835 MT of
subsidized fertilizers and 9,102 MT of agricultural lime through tveweher

input subsidy system; create an enabling environment through development of 3
policies and compliance to various quality standards and regulationgjga®85

MT of assorted oil crop seed3)00 MT of Cotton seeds to farmed$;.4 MT of

basic seed of cotton and 93.6 million of assorted clean crop planting materials;
41,500 MT of seed maize, 13,700 MT of seed potato and 900 MT of rice seed,
issue 22,425 allotment letters; facilitate compulsory land acquisition for 70
infrastructiral development projects; and address 4,500 land disputes through
Alternative Dispute Resolution.

229.To implementheabove interventions, the sect@sha resource allocation of
Ksh 87.8 billion, Ksh 95.8 billion, and Ksh97.2 billion for the FY 2024/25,
2025/26 and FY 2026/27 respectively

The Energy, Infrastructure, and ICT (Ell)

230. The Energy, Infrastructure, and ICT (EIll) Sector emerges as a pivotal force,
strategically propelling and expediting sceconomic progress within the
country. Functioning both as a driver and an enabler to the other Sectors of the
economy, EIl steadfagtl advances sustainable, efficient, and effective
infrastructure aligned to the Bottep Economic Transformation Agenda
(BETA), the Fourth MediunTerm Plan (MTP IV) 2022027 of Kenya Vision
2030, regional infrastructure commitments, Africa Agenda 2063Sarsthinable
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Development Goals (SDGs). The Sector comprises of ninesextbrs namely;
Road, Transport, Shipping and Maritime, Housing and Urban Development, Public
Works, Information Communication Technology and Digital Economy,
Broadcasting and TelecommunicationsgEyy, and Petroleum.

231.During the period FY2020/22022/23, the Sector realized the following
achievementsRoads: Constructed 3,805 Km of new roads and 73gBsd
repaired 240 km of roadand maintained and rehabilitated 122,736 ldesigned
4,923 Km of roads and trained 14,603 plant operators, contractors and technicians.
Constructed Nairobi to Naivasha Standard Gauge Railway (SGR) and Naivasha
Inland Container Depot; Revitalized 69 km of KisuButere, 65 Km Leseru
Kitale and 78Km @gil-Nyahururu rail branch lines; Rehabilitated Railway
Training School in Kisumu; Rehabilitated Kisumu Port; Rehabilitated Moi and
Isiolo Airports; Constructed and operationalization of East African Community
Regional Centre for Aviation Medicine; Constted the first three berths at Lamu
Port; Completed relocation of Kipevu Oil Terminal; Completed development of
the Second Container Terminal at the Port of Mombasa; rehabilitated 4
aerodromes; and completed construction of a new airstrip at Mander&ettose
Trained 7,709 seafarers, 1,516 offered sea;tfacilitated recruitment & 416 on
foreign ships; Constructed 1,787 housing units across the country and 10,261
housing units are ongoing at an average of 56% completion level under various
housing programs; Completed construction of Mtangawanda Jetty and Lamu
Terminal Jetty Access and New Mokowe Jetty was implemented to 98% level of
completion; Completed construction of 33 footbridges spread across the country;
Deployed 640KM of fibre from Eldorégb Nadapal, and 2,501 KM to 290 sub
county sites; Connected and maintained 660 Government buildings with
broadband Network; Connected 46 hospitals and 46 markets to Pubkg Wi
Operationalized the Office of the Data Protection Commissioner in four ggion
Nairobi, Mombasa, Kisumu and Nakuru; Completed Konza National Data Centre
with 72 clients orboarded; Fully orboarded 5084 Government services to E
citizen portal; Gathered and disseminated news and information in both print and
electronic media; Devepmd twentyone (21) media standards which include
modules for accreditation guidelines; Increased the installed capacity from
2840MW as of June 2020 to 3312MW as of June 2023; Constructeldns 3
transmission line, 4 new high voltage substations, 1,268 0f medium voltage
distribution lines and 30 distribution substations; Connected 1,681,404 new
customers to electricity Reviewed the Seltkichar Field Development Plan
(FDP); Acquired Geoscientific Data in Block L16 covering 1,600KM2 and in
Block L17 covering 600KM2;

232.During the FY 2024/25 and the Medium Term period, the sector will
implement the following programmes to achieve key strategic interventions as
highlighted; Construct 2,794¥m of new roads; Rehabilitate 560m of roads;
Maintain 137,544m of existing roads and bridges; Construct 84 new bridges; and
Train 16,230 Plant operators, contractors and technicians. Complete construction
of Rirutai Lenanai Ngong Railway Line; Fast track completion of construction

of phase | of Nairobi Railway @i (NRC) ; Completeconstruction of the new
MGR Link from Mombasa SGR TerminudMombasa MGR Station; Complete
construction of the Railway Bridge across Makupa Causeway; Aquire ferry vessel
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for Lake Victoria; Complete construction of Kisumu Airport Control Tower;
Complete rehabilitation of terminal building and apron at Ukunda Airport;
Automate and upgrade 9 Motor Vehicle inspection centres; and Establish 5 new
inspection centres. Develop Biland Regulations; Develop and implement the
Maritime Spatial Plan; Complete development of survival training centre for
upscalirg of Bandari Maritime Academy)evelop Maritime Rescue Coordination
Centre in Kisumu and Search and Rescue Centres in BugiasiMHomabay and
Siaya; and Train 21,500 seafarers and facilitate recruitment of 12,000 seafarers
under the Vijana Baharia Programme; Developm@anstructl51,081 affordable

and 40,992 social housing units; Construct 5,000 hostel units in higher learning
institutions; Implement Second Kenya Informal Settlement Improvement Project
(KISIP 1) in 33 Counties; Implement Second Kenya Urban Support Programme
(KUSP 11) in 79 Municipalities in 45 Counties; and Construct 434 markets; Design,
document and supese 330 new Government buildings and 495 for rehabilitation
and maintenance; Construct 197 footbridges; Construct 9 jetties and 1,150 meters
of seawall; Complete construction of 5 County Government Headquarters; Inspect
and audit 8,500 buildings and struesi for safety; Test 60 buildings for structural
integrity; and Register 29,500 contractors and accredit 156,000 skilled construction
workers and site supervisors; Install 6,700 Kms of Fiber Cable; Provide internet
connectivity to 42,697 public institutisninstall 15,000 public Wi hotspots for

the Digital Superhighway; Modernize Kenya News Agency and Government
Advertising Agency; Establish 12 KBC Studio Mashinani; Connect 1,350,000
additional customers to electricity including 9,514 public instigjcand install
110,000 stan@lone solar home systems to enhance electricity access (both On
Grid and Off Grid); Acquire Ge&cientific data in 4,350 KAto establish oil and

gas potential in the petroleum blocks; Complete evaluation of gas potential in
Block 9 in Anza Basin in Marsabit and Isiolo Counties; Provide 227 public learning
institution with Clean Cooking Gas (CCG); DistributeK§ LPG cylinders to
210,000 lowincome households;

233.To implement these programmes, the Sector has been allocated Ksfis. 505
billion, Kshs. 54&3 billion andKshs. 5557 hllion in FY2024/25, FY 2025/26 and
FY2026/27 respectively.

General Economicand Commercial Affairs Sector

234.The General Economic and Commercial Affairs (GECA) Sector comprises
eight subsectors namely: ASALs and Regional Development; Cooperatives; Trade;
Industry; Micro, Small and Medium Enterprises Development; Investment
Promotion; Tourism; and East African Comanity Affairs. The sector contributes

to the BottomUp Economic Transformation Agenda (BETA) priorities through
promotion of job and wealth creation; industrial development, promotion of
investments and trade, tourism development, regional developmenpecative
development and widening regional economic integration while observing the need
for environmental conservation and climate change mitigation.

235. During the MTEF period 2020/212022/23 the sector implemented twenty
programmes and forty sub programmes which resulted to remarkable achievements
that include: Increase in the value of wholesaleratall trade by 12.1% from Ksh
727.6 billion in 2020 to Kshs. 815.9 billion in 2022; Increase in the value of
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Kenyads exports by 35.6% from Ksh 643.7 b
2022; manufacturing sector output increased from Ksh 2.376 million t@ Kb

million in 2022; Growth in ational SACCO savings from K€46 billion in 2020

to Ksh 1,047 billion in 2022; Registered a total of 720,821 Micro and Small
Enterprises (MSES) in the data system and 195,498 MSE Associations and groups
in collaboration with other government agencies; Constructed and refurbished 20
Constituency Development Centresass the country; Completed main works and
equipping of the Nyandarua Cold Storage facility:l@rarded 22 million Kenyans
within the Hustler platform with a repeat customer base of 7.5 millio
Modernization of NKCC has resulted in the increase of processing capacity of milk
from 300,00ditresto 800,000itres per day in the last 5 years.

236. During the MTEF period 2024/252026/27 the sector will play a key role in
delivery of t he -ugaoormmia ansfarntason Ayenda for m
attainment of higher and sustained economic growth. As a driver, the Sector will
undertake targeted invesénts in manufacturing, agmrocessing industry,
growth and promotion of MSMES. As an enabler, the sector will create a conducive
environment for business, mobilize resources for investments and industrial
development, promote exports, promote sustaintdlesm, deepen the EAC
integration, implement special programmes for accelerated development of the
ASALs and promote equitable regional seemnomic basibased development.

237.The sector will also implement other earmarked priority programmes such as:
Modernization of processing/ storage facilities and enhancement of value addition;
Promotion, aggregation and value addition for smallholder tea growers; National
feed subsidy; Eablishment of aggregatiomentresand export warehouses;
Sensitization of Kenyads exporters on €
opportunities for dairy value chain, edible oils, garments/textile, leather and leather
products, rice and tea value chains; Proomoof Linkage of small enterprises to
large enterprises; Enhancement of Infrastructure for MSMEs; Establishment of
County Aggregation and Industrial Parks (CAIPs), Modernization of RIVATEX
machinery; promotion of consumption of locally manufactured gsedsces;
Attraction of Investments both local and foreign into SEZs; Development of Athi
River Textile Hub, Railway siding and Industrial Sheds; Establishment of a
Convention center at Mombasa Beach Hotel; and Hosting of 5 international
sporting events.

238. To implement the above interventions, the sector has a resouicaiatoof
Ksh 56.7 billion, Ksh 67.0 billion and Ksb2.4 billion in the FY2024/25,
FY2025/26 and FY2026/27spectively. This comprises K&2.3 billion, Ksh
35.1 billion and Ksh0.3 billion forrecurrent expenditure and K&4.4 billion,
Ksh 31.9 billion and Ksl22.1 billion for development expenditure for the same
period.

Health Sector

239. The Health Sector is an important contributor to the national economic growth

through ensuring that all Kenyans are productive and live a healthyThie.
Constitution underscores t he whieithg ht to he
Vision 203Q the MTP IV as well as théBottomUp Economic Transformation
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Agendarecognize provision of equitable, accessible and affordable health care of
the highest attainable standards to all Kenyans

240. Significant achievements were realized during the2B20/21 to F2022/23
period:Reduction ofPrevalencef HIV from 4.3% in 2020 to 3% in 2022; new
HIV infections from 32,027 to 2254; and AIDS related mortality from 19,486 to
18,473. Kenya made strident efforts to combat BEBegsitive tuberculosis
(DSTB), Multi-Drug Resistant Tuberculosis (MRTB) and malaria by developing
new TB drugs, optimization of the existing ones, productib844,927 units of
bleach (TBCide) and developing, piloting and adugpt new malaria vaccine

241. The Sectorestablished a diagnostic and reporting centre at KNH in the FY
2020/21, constructed and operationalized an Oxygen plant with a capacity to
produce 1,500 litres of oxygen per minute at Mwai Kibaki Hospital and
development and equiping tl@&handaria Cancer and Chronic Diseases Centre
(CCCDC) at Moi Teaching and Referral Hospital (MTRH).

242.In FY 2022/23 over 6,000 primary health workers were trained on early
cancer diagnosis throughearning platforms on the MOH Virtual Academy and
another 6,500 primary health workers on cervical and breast cancer screening and
treatment ofprecancerougesions across the 47 counties. 257 community health
promoters in 10 counties were trained in cancer screening. Through support from
partners 150 thermal ablation devices were distributed in 22 caunties

243.In the FY 2021/22 and 2022/23, 270 healthcare workers were trained on
trauma and injury management. For the FY 2022/2023, 200 Community Health
Pr omot er anddth€rlddminenjty members such as boda boda riders were
trained on prevention of injuries and basic first aid in Nairobi and Nakuru counties.

244.During the period under review(NH performedspecialized surgeries that
include thirtytwo (32) major liver resections, increased kidney transplants from
fifteen (15) FY 2021/22 to nineteen (19) in the FY 2022/23. A total of 30,451,
33,523 and 37,307 specializedrgeriesvere conducted in FY 2020/21, 2021/22

and 2022/23 respectively. These specialized surgeries include maxillofacial,
obstetrics and gynaecology, paediatrics surgery, cardiothoracic surgery,
neurosurgery, plastic surgery, general surgeryl Birgery, orthopaedic surgery,
ophthalmology. In addition, a total of 16,106 specialized renal services were
provided in the FY 2022/23 that included Continuous Renal Replacement Therapy
(CRRT), Tissue Typing, Venesection, Haemodialysis, Peritoneal wiatijalysis
Catheter procedures and Renal Biopsy. The hospital established heart surgery,
cancer treatment, diagnostics and imaging, laboratory medicine, tissue and organ
transplantation, gastroenterology, diabetes and endocrinology centres

245.In FY 20222023 MTRH Laboratory performed 1,426,746 tests against
1,119,596 in FY2020/21; 27.43% Improvement over the last 3 years. The
Laboratory was the first to hit over 1 million in East & Central Africa. This was
made possible through the construction of a modern labordtarther, fifteen

(15) Corneal Transplantaere conducted in FY 2022/2023 against 7 in FY
2020/2021; 118.28% Improvement over the last 3 ydarsaddition, MTRH
performed the first Cochlear Transplant Surgery in June 2023, being the first public
Hospital to undertake specialized Surgery in East and Central Africa.
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246. KUTRRH commissionedhe Integrated Molecular Imaging Center (IMIC)
and IMIC Hospitality Centre on ¥60ctober, 2021The center started operations

on 10" January 2022 and since then, the facility has been able to perform 1,169
successful FD@ET/CT scans in the year 2021/22 and 3685 in the year 2022/23
and 592 PSMAs in the year 2022/23total of 395 Brachytherapy sessions were
carried out in the year 2021/22 and 851 in the year 2022(28nhance capacity

for cancer detection, treatment and care, $betor established an Integrated
Molecular Imaging Center (IMIC) and IMIC Hospitality Centre at KUTRRH and
established.

247.In FY 2021/22 KEMRI supported the Ministry of Health in undertaking the
public Health Initiatives such as National schbaked deworming programme,
Malaria Survey in school children, National Trachoma impact assessment survey,
capacity building forschool health and nutrition and capacity building and
technical support for NTDs control and elimination by providing technical support
and field ogrationalization.

248.During the period under review the Ministry put several measures and
interventionsin place to prevent and contain AMR. Key policy documents were
developed including the National Action Plan for containment and prevention of
antimicrobial resistance (2021), National antimicrobial stewardship guidelines for
health care settings in Kenya021) and the Patient and healthcare worker and
quality of care policy (2022).

249. Over the period in review 10 counties have established PCNs translating to
21% as per the target of 47 counties during the financial year in review. The
country has established 30 primary health care networks spread across ten counties
since 2020, with thdulk having been established in 2022/23. To strengthen
community reporting, the Sector developadescommunity health information
system for roll out to all the counties in 2022/23. It also collaborated with the
county governments to set up seven (7ingriy care networks in seven counties,
namely Makueni, Kisumu, Garissa, Mombasa, Nakuru, Kakamega and Marsabit

250. All essential HPT lists were reviewed to increase the scope and depth of
coverage by increasing the number of products available and the level of care
decentralized to improveaccessedto UHC. The National Medicines and
Therapeutics Committee was operationalized to enhance rational use of Medicines
in the Country. Subsequently, 47 counties also formed and operationalized their
County MTCs

251.0ne Million indigent households identified were covered unties

governmensocial health insuranscheme nested NHIF.2 54, 368 or phans a
vul nerable children (0OVC) household were
Subsi dy Pr oMumienof hatherSwhp registered through the Linda

mama program were 3,580,916 and 2,532,794 successful deliveries were reported
overtheperodl 8, 800 househol ds were covered unde
with Severe Disability (OPSD) program ann!

252. Electronic patient health records system for diabetes and hypertension was
rolled out in 98 health facilities during the periddhree (3) regional cancer centres
were established in Garissa, Mombasa, and Nakurucoudtesaa | t h car e f aci |
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with | aboratory capacity to detect an
increased from 12 (ThdpPopoftti@nlof)labdratories with( 2 0
capacity to conduct molecular testing of Higék HPV increasedrom 9.1% to

10.6% in the periadProportion of national and county reference laboratories able

to conduct molecular testing for emerging anémeerging diseases stood at 31%

d re
22/ 2

253. Proportion of Women of reproductive age receiving Family Planning
commodities also increased from 43% in 2020/21 to 74% in 202R(28ber of
facilities based neonatal deaths was 9.5 in 2020, 9.4 2021 and 10.1 imn2022
2021/22, a total of 2.2 million copies of Mother Child Health Handbook (MOH
216) were printed and distributed to all 47 counfsportion of fully immunized
children was 84%, 88%nd 84.7% in 2020/21, 2021/22 akd22/23 respectively
Orthopaedic Trauma Registers (MOH 274) was developédamin A
Supplementation coverage was 82.1% in 2020, 86.3% in 2021, and 83.7 in 2022
due to Malezi Bora

254.121 hospitals across all the 47 counties facilities benefitted from the Managed
Equipment Services with Uninterrupted services due to an uptime of more than
95%.

255. Number of students enrolled at KMTCs increased from 17,241 in 2020/21,
21,700 in 2021/22 to 25,889 in 20XEMRI conducted 2.45 million specialized
laboratory test and produced 1,147,490 diagnostic kits over the pleHBGDA
inspected for compliance to standards in service delivery a total of 13,996 facilities
while 17 level 5 hospitals assessed for emergency care preparedness

256.13 Medical oxygen was installed gix (6) national referral hospitals, (11)
county referral facilities, and 83 swounty referral hospitals (L4s), with
KUTRRH, MTRH and KNH having 20,00Ditre capacity.5 Pressure Swing
Adsorption (PSA) plants were installetlO facilities received liquid oxygen tanks
and20,620 oxygen cylinders were delivered to facilities

257.Electronic Community Health Information System (eCHIS) piloted in
2021/2022 in Islo and Kisumu and expanded kKakamega, Siaya, Vihiga,
Migori, Nakuru, and Nyeri in 2022/2028urther,Operationalization of existing
Community Health Units increased from 81 per cent in 2021/2021 to 86% in
2022/2023

258. In the FY 2022/23 the Ministry of Health undertook a health facilities census
of equipment at all health facilities in Kenya, both public and private. The census
revealed a large gap in equipment with some facilities lacking up to 70% of key
equipment forthe level of the hospital. The Ministry has prioritised National
Equipment Support Programme to Counties which seeks to ensure each facility has
the minimum equipment for that level of hospital.

259. The key Sector programme priorities for the FY 2@R5 7 FY 20%6/27
include National Referral an®pecializedServices Curative and Reproductive
Maternal Neonatal Child & Adolescent Health (RMNCAH) Serviclgalth
Innovations and Research General Administration and Support Services
Preventive & promotive health serviceslealth resource development &
innovationandHealth policy standards & regulations
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260. To implement these programmes, the Sector has been alldstietid7.5
billion, Ksh 155.5 billionandKsh 160.1 billion in the FY 2024/25, 2025/26 and
2026/27 respectively.

Education Sector

261. Education Sector is comprised of four ssédrtors namely; Basic Education,
Technical VocationaEducationand Training, Higher Education and Research,
and Teachers Service Commission. The Sector is a critical player in promoting
political, social, and economic development through education and training to
create a knowledgkased economy.

262. The Sector realized a number of achievements during the 262022123
MTEF period. These include&nrolmentin Public Primary Schools grew from
8,592,810 in FY 2020/21 to 8,849,268 in FY 2021/22 before declining to 8,123,952
in FY 2022/23, due to transition of grade 6 learners to junior school in grade 7.
Enrolment of learners with special needs increased 12266 in FY 2020/21 to
146,313 in FY 2022/23. Alearnerdsn public primary schools were supported by
the government through capitation undes free primary education programme.
During the MTEF periodenrolmentin Public Secondary Schools increased from
3,289,885 to 3,690,376, representing a 12.17% growth.

263.Overall enrolment in Public TVET institutions depicted a positive trend
having increased from 250,783380,638 (51.81%hange) .At the same time, the
number of trainees enrolled in TVET SNE institutions increased from 3,301 to
4,487

264. The combinedenrolmentin public and private universitiemcreased by
11.72%from 571,510 in FY 2020/21 to 638,479 in FY 2022/23. €heolment
corresponded to a rise in demand for university student loans with the number of
undergraduate students receiviogns increasing fror@29,727 in FY 2020/21,
244,552 in FY 2021/22 befodeclining to 228,458 FY 2022/23.

265. The Sector increased its skilled workforce in public schools by recruiting

5,000 teachers in FY 2020/21 and FY 2021/22 and 13,000 teachers in FY 2022/23.

In the FY 2020/21, 8,000 teacher interns were recruited, while 4,000 were recruited
and finally a tothof 22,000 interns were recruited in the FY 2022/P3e sector

also promoted 42,564 teachers to various cadres to effectively implement the
curriculum. In addition to reduction of staffing gap$48,819teachers were
retooled on CBC reform3.o improve grvice delivery, 145,300 teacher files were

digitized in the period under review.

are accessible onlin@he sector recruited 1,918 and 1,300 TVET trainers in FY
2020/21 and FY 2022/23 respectively.

266. The MTEF 2024/252026/27 coincides with a period when the sector is
undergoing majoreformsin line with thePresidential Working Party on Education
Reform Report. These reforms aim to promote quality and inclusive education,
training and research for sustainable development and ensureesonm@mic
development.

267.Under Basic Education, the Sector targets to enroll 10,058,422 learners in
pre-primary schools; enroll 21,773,321 students in public Primary School and
10,523,218 in JunidBecondaryschools; enroll 465,867 SNE learners in Primary
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Schools; enroll 10,430,181 students in public Secondary Schools; construct 3,320
classrooms and 1,110 Laboratories in public Secondary Schools; Construction of
4,500 classrooms in Junior Secondary Schools; 8,992 learners provided with Elimu
scholarships16,000,000 vulnerable students to benefit from the School Feeding
Programme enroll 61,409 SNE learners in Secondary Schools and 5,272 SNE
learners in Junior Secondary Schools; 155 curriculum designs developed for Grade
10 to 12 and 48,000 institutions assed for quality and standards.

268.Under TVET, the sector intends to enroll 441,200 trainees in National
Polytechnics; enroll 637,350 trainees in TVCs; 13,620 students to be enrolled in
Special Needs TVCs; 7,500 TVET trainers accredited; 195 CBET curriculum
developed/reviewed; 9,000 TVET traineesruited and 77 workshops equipped in
the existing TVCs.

269.Under Universities,the sector targets to enroll 1,982,583 students in
universities; award loans to 2,413,042 students in Universities and TVET through
HELB and support 570 Research projects.

270.The Teachers Service Commission plans to recruit 8,000 teachers and 6,000
intern teachers for Primary Schools; promote 12,000 Primary School teachers;
recruit 58,00@eachersand 54,000 intern teachers for Secondary Schools; promote
5,760 Secondary School teachers; train 270,000 teachers on Competency Based
Curriculum and digitize 90,000 employee Records.

271.To implement these programmese t8ector has been allocated K&86.5
billion, Ksh 724.1 billion, and Ksh 782.9 billion FY 2024/25, FY 2025/26 and
FY 2026/27 resgctively. This comprises of Ksh 638.0 billion, K&885.6 billion,
and Ksh 745.2 billion fa recurrent expenditure and Ksh 28.4 billion, Ksh 38.5
billion, and Ksh37.6 billion for development expenditures for the same period.

Governance, Justice, Lavand Order Sector

272.Governance, Justice, Law and Order (GJLO) Sector consists of sixteen sub
sectors namely: State Department for Internal Security and National
Administration, National Police Service, State Department for Immigration and
Citizen Services, State Department for Correctional Services, State Law office,
The Judiciary, Ethics and ArGorruption Commission (EACC), Office of the
Director of Public Prosecutions (ODPP), Offafehe Registrar of Political Parties
(ORPP), Witness Protection Agency (WPA), Kenya NatioGommission on
Human Rights (KNCHR), Independent Electoral and Boundaries Commission
(IEBC), Judicial Service Commission (JSC), National Police Service Commission
(NPSC), National Gender and Equality Commission (NGEC), and Independent
Policing OversighAuthority (IPOA).

273.During the MTEF review period, 2020/22022/23, the Sector recorded

achievements in various programs and activities notablyb@nding of 5,127

government services on theciizen platform; Enhanced public safety through

coordination of national policeervices and modernization of assorted security

equi pment ; | mproved police and prison off
additional housing units, counselling services, enhanced mobility for police and
administrative officers, and fully operationakize3 counsellingcentresand

regional offices; Clearance of 6,944 independent candidates for election;
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Upgrading of Integrated Political Parties Management Systems for verifying
political parties membership list; Conducted elections for 1874 electoral positions
(General Elections); Rehabilitated 3,625 persons with substance use disorders at
Miritini rehabilitation centre; registered 65 NGOs; Conducted psychosocial
assessments to 421 witnesses and related
officers on human rights and fundamental freedoms; 92.4% Successful Conviction
rate of all prosecuted cases; conclu®d49 cases filed against the Attorney
General; and inspected 1,639 police premises. Further, in the bid to reduce the level
of corruption, 369 cases of corruption crimes were investigatecewithenalue of

loss of Ksh14.94 billion was averted and Ksi8.14 billion corruptly acquired
assets traced and recovered.

274.In the 2024/25 to 2026/27 MTEF period and line with the vision for a secure,
just, cohesive, democratic, accountable and a transparent environment for a
globally competitive and prosperous Kenya, the sector endeavours to: Facilitate
effective compliance wh the Constitution to maintain peaceful coexistence,
security, law and order as well as enhance administration of and access to justice;
Strengthen the administrative, legal and policy coordination; Enhance and promote
digitization of information gatherg) processing, recording and sharing for
effective service delivery; Increase use of geographical information systems in
crime surveillance and mapping; Promote -@otiruption, ethics and integrity,
national values and cohesion, as well as professionahsiimpartiality in service
delivery; and Enhance compliance with the principles of equality and inclusion for
state and nostate actors and strengthen regional & international cooperation and
collaboration.

275. The sector has beernadated Ksh 250.9 billion, Ksh 273Hillion and Ksh
308.2 billion in FY 2024/25, FY 2025/26 and FY 2026/27 respectively. This
comprises Ksl232.8billion, Ksh 248.&illion and Ksh280.3billion for recurrent
expendture and Ksh 18.Ivillion, Ksh 24.2 billion and Ksh27.9 billion for
development expenditure for FY 2024/25, FY 2025/26 and FY 2026/27
respectively.

Public Administration and International Relations

276.Public Administration and International Relations sector is comprised of
twenty-three SubSectors. They include: Executive Office of the President; Office
of the Deputy President; Office of the Prime Cabinet Secretary; State Department
for Parliamentary Hairs; State Department for Performance and Delivery
Management; State Department for Cabinet Affairs; State House; State
Department for Devolution; State Department for Foreign Affairs; State
Department for Diaspora Affairs; The National Treasury; Sspartment for
Economic Planning; State Department for Public Service; Parliamentary Service
Commission; National Assembly; Parliamentary Joint Services; Senate;
Commission on Revenue Allocation; Public Service Commission; Salaries and
Remuneration Commigm; Office of the Auditor General; Office of the Controller

of Budget; and Commission on Administrative Justice.

277.During the implementation of the FY 2020/21 to FY 2022/23 budgets the 23
sub sectors realized various achievements of the targeted outputs and outcomes.
This includes facilitated the executive to fulfil the Constitutional mandate,
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facilitated retired Presidents, Vice Presidents and designated State Officers in
accessing statutory benefits, Coordinated the implementation of key Government
strategic priorities and interventions, coordinated Intergovernmental Budget and
Economic Counti (IBEC) meetings, fostered international relations and
cooperation, promoted sound public financial management and accountability,
strengthened coordination between policy formulation policy, planning and
budgeting, ensured efficiency of the Public Sesyic strengthened
intergovernmental relations and financial matters, promoted citizen centric public
service and promoted accountability and transparency in public financial
management.

278.During the 2024/22026/27 Medium Term Budget Framework the sector
will ensure the proposed programmes and projects are in line with the priorities of
the Kenya Vision 2030, the Fourth Medium Term Plan and the Government
priorities relatedBottomUp Economic Transformation Agenda (BETA). The
sector plans to implement the prioritized activities within 43 programs and 126
subprograms despite a decrease in resource allocation for the FY 2024/25. In
addition, the Sector will continue to enhance effickeand effectiveness in service
delivery and promote comprehensive public financial management, intensify
resource mobilization and strengthen monitoring and evaluation.

279.To implement these programmes, the Sector has been allocate26K3h
billion, Ksh 390.6billion and Ksh523.6billion in the FY2024/25, FY2025/26 and
FY2026/27 respectively.

National Security

280. The Sector plays critical role is kay creating aconducive environment for
sociceconomic andpolitical development.lt is therefore a critical actor and
enabler in the realization of Kenya Vision 2030, and the Betipni.conomic
Transformation Agenda (BETA).The Sector will continue to address
contemporary and emerging threats to national securitytitrminepeace and
development. These include terrorism, radicalization, human and drug trafficking,
money laundering, cybarime and other socieconomic and political challenges.

281.In order to implement the prioritized programmes and minimize the above
mentioned threats, th8ectorhas been allocateldsh 244.4 billion, Ksh 250.1
billion and Ksh 261.8 billion in FY 2024/25 FY 2025/26 and FY 2026/27
respectively.

Social Protection, Cultureand Recreation

282.The Social Protection, Culture and Recreation Sector is comprised of six (6)
subsectors namely: Sports; Culture, the Arts and Heritage; Youth Affairs and
Creative Economy; Labour and Skills Development; Social Protection and Senior
Citizen Affairs, Gendr andAffirmative Action. The Sector visualizes on a global
competitive, healthy workforce, Sports, culture and recreation industry, an
endurable impartial and informed society. The strategic roles played by the sector
i n the count r y Gacialtecoromis developmant agenda inzludd:
creating an efficient, motivated and healthy human resource base for an enhanced
national competitive, economic growth and Development, productive healthy
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workforce, fundamentals rights, and adequate income from, work, representation
and social security, social protection, community empowerment, promotion of
volunteerism, safety, care and service for children, persons with disabilities, older
persons and o#r vulnerable group, rescue, rehabilitation;soeialization &
reintegration of street families, advancement of diverse cultures, to monetize sports
and the Arts through the Talanta Hela Initiative, and enhance cohesiveness and
Kenyans regional and inteational competitiveness.

283.The sector major achievements during the Medium Term Expenditure
Framework (MTEF) period FY 2020/22022/23 include; the Sector garnered 134
medals in 32 Internation&lportsCompetitions hosted in the country, seven stadia
constructed/upgraded to completion and ssttBey Talanta Plaza in Upper hill,
Nairobi which serves as the Ministryods hea
608 Sports Organizations were registel@8l439 persons were reached through
Anti-Doping education and 3,127 IntelligeAoased tests on athletes conducted.

In addition, 6,015 athletes, 1,360 coaches, referees and umpires were offered
training in different sports disciplines. The Sector established a virtual Library
through instillation of the library information managemesystem (LIMS);
established and operationalized National Heroes council; established a CI3VID
testing and research centre at the institute of primate research (IPR), rehabilitated
the see wall of Fort Jesus, natured and trained youth, in theatre, drdus@naerts

and poetry; and refurbished the Kenya National Archive and Documentation
services.

284.In addition, there were 19,900 youth provided with employment
opportunities; 61,391 youth trained in life skills, 29,415 in core business skills,
27,162 in job specific skills and 159,210 in entrepreneurship skKills.
Operationalized 88 Youth Empowerment €@es and constructed 25 new Centres;
identified and nurtured 11,40@uthtalents; 2,715 youth were engaged in green
jobs and 390,335 youth in the Presidentods
youth were sensitized on social vices, harmful culturaltfmes and contemporary
issues, 165,050 youth in peace, volunteerism and national cohesion, 35 youth
Saccos operationalized, 1,847 youth trained on online jobs and 32,430 youth on
AGPO and Affirmative Action Funds. The Sector finalized the National Pohicy
Labour Migration to provide a framework for promotion of inclusive and
sustainable development of the country through safe, orderly and productive
Labour Migration; Developed Bilateral Labour Agreements on recruitment and
employment of Kenyan Migrant wkers with Key The Sector disbursed cash to
756,485 older persons; 38,118 households with persons with severe disabilities
(PWsD); and 278,188 Orphans and Vulnerable Children (OVCs); Empowered
167,797 Community Sellelp Groups through mobilization, regetion, and
capacity building, linked 139,822 groups to MFIs for financial support Registered
and issued 120,929 PWDs with disability cards; Granted tax exemption certificates
to 5,533 PWDs; Supported 10,291 PWDs with assistive devices against a target of
12,000; Provided scholarships to 7,550 learners. Rescued 10,149 street persons,
against a target of 8,500; Supported 66,900 Orphans and Vulnerable children
(OVCs) with Presidential Secondary School education scholarship in the review
period. The National ®&emment Affirmative Action FundNGAAF) supported
vulnerable groups through disbursement of grants to groups of social development
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through value additional initiative, disbursement of loans through Uwezo funds to
groups of youths, women and PWDs.

285. In the Medium Term period, the sector will prioritise the implementation of
the following key strategic interventiondReview the existing labour laws to align
them with emerging issues in the labour employment sector, upgrade and expand
the existing indstrial and training centres, strengthen the linkages between
training institution and industry. Social Development and Children services,
National safetyprogramshat supports Social Economic growth and development
(NGAAF, WEF) and Sports, Arts and Sdciaevelopment Fund (SASDF) to
promote and develop Sports, Arts and social development including Universal
Health. Moreover, other Sector priority programmes for implementation during the
medium term include the following among others: Promotion of Harmsnio
Industrial Relations, Provision of Skilled Manpower for the Industry, Improvement
of youth employability, Conservation of Heritage and facilities, Youth
Empowerment Services, Youth Development Services, General Administration,
Planning and Support Seces, Talent development in the areas of sports, music
and arts, Development of sports infrastructure to international standards and
Establishment and operationalization of Governamantshelters for victims of
human trafficking.

286.To implement these programmes, the Sebis been allocated KstR.2
billion, Ksh 73.2billion andKsh 75.1billion for financial years 2024/25, 2025/26
and 2026/2, respectively

Environment Protection, Water and Natural Resources Sector

287.The sector contributes directly and 1in
through revenue generation, wealth creation and job creation. The sector plays a

critical role in securingstewardingand sustaining the environment and natural

capital of the Country. The sector has a great potential in contributing to
transforming Kenya into a newly industrialized middieome country by the year

2030 as envisioned in the Vision 2030 and the sucee$spear Medium Term

Plans (MTPs). According to the Economic Syrveport 2023, the contribution of

the sector to the Gross Domestic Product (GDP) was 3.6 percent for the year 2022.

288.During the FY 2020/21 2022/ 23 period the Sectords
include; domestication of ten (10) Multilateral Environmental Agreements
(MEASs); training of small scale gold miners on mercury free gold mining;
monitoring pollution and effluent dischging facilities and conducting inspections

on plastic ban. Meteorological Services were modernized thus providing reliable
weather and climat@formation The sector realized improved national forest and

tree cover by 8.83% and 12.13% respectively, ptete@.8 million Ha of closed
canopy forests and rehabilitated 16,589 Ha of degraded forests. In an effort to
increase access to water and sanitation, the sector increased access to improved
water services from 65.5 % 2020/21 to 68% in 2022/23, improshigewerage
services from 27.7 % in 2020/21 to 32% and increased national sanitation coverage
from 78% to 81.5%. In addition, 1,117,492 people were connected to water and
sanitation services in low urban income areas/informal settlements and rural
margindized/ASAL areas. On water harvesting and storage, Karimenu dam, Yamo
dam and three (3) peace dams namely Kases in West Pokot, Forolle in Marsabit
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and Nakudetum in Turkana weitrackectbemp!| et ed.
construction of Thwake dam (89, andSiyoi-Muruny Dam (77.5%). In addition,

156 small dams and pans were constructed, 258 schools and 45 health facilities
were connected to clean and reliable water in various counties. The sector further
enhanced flood control through constructing 34.13dnkétres of dykes / flood
control structures, completed the designs for the Igembe Dam and produced Design
Review Reports for the Badasa and UmRams. The sector completed
construction of Thiba Dam; completed 97% of Galana 1020@0r nreosled farm;

put 5,000 acres under production and increased the capacity of water stored for
irrigation by 29.9 million cubic meters. The sector continued to sustainably reduce
wildlife poaching; increased human Wildlife Conflicts response rate to 10@%o of
reported cases; constructed 124.0 km; rehabilitated 120.5Km and maintained
4,725km of fences.

289. During FY 2024/25 and the medium term key outputs for the Sector include:
completion of Thwakdtare, Thambo Dam, Kanjogu Dam; complete 70 water and
sewerage projects across the county; connect 120 public learning institution and
140 health centres with clean and safe water; rehabilitate 200 rural water schemes
targeting approximately 1,500,000 peopleden Horn of Africa Groundwater
project; improve access to water services for approximately 2.02 million in urban
water supply and sanitation servicespdaexpand water and sanitation
infrastructure in 28 towns across the country. The Sector will decentralize online
cadastre system; generate 16ilon in revenue; rehabilitate 10 mines; and train
7,500 Artisanal and Sma8cale Miners on appropriate technologies. The Sector
will reduce and compensate cases of human wildlife conflicts; maintain access
roads and airstrips in Conservancies and parks; mmgaié plastic ban in protected
areas across the country; rehabilitate Research & Training FacilitieRat W
Naivasha; and construct four Research and Training Centres. To foster
environment protection and mitigate climate change impactSeeor plans
domesticate four (4) Multilaral Environmental Agreementgestore and
rehabilitate 36 wetlands; establish 12 model waste demonstration centres-country
wide; and establish 10 Material Recovery Facilities (MRF) and collection points
for plastic recycling countrywide. To enharfoeest,cover the sector will produce
104,000 Kgs of seeds to support in the Tresntphg programme; distribute
102,000 Kgs of seeds; produce 566 Million tree seedlings; refurbish and establish
149 tree nurseries; rehabilitate 25,950 Ha of degraded forests; protect 2.6 Million
Ha of existing forest canopy; establish 4,140 Ha of foresttptions; plant 17,575

Ha of commercial farm forests; and rehabilitate 606 Ha of Bamboo forests.

290.To achieve theseutputs,t he Sect or 6s t dle8abiliom!| | ocat i o
Ksh 1576 billion and Ksh167.7 billion for theFY 2024/25, 2025/26nd2026/27
respectively.

3.5 Public Participation/Sector Hearings and Involvement of
Stakeholders

291. Public participation and involvement of stakeholders in the medti&um
budget process is a Constitutional requirement. In fulfilment of this requirement,
while preparing the 2024 Budget Policy Statement (BPS), the resolutions adopted
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by Parliament on the previous Budget Policy Statements were taken into account.
Annex 3 explains how the resolutions by Parliament on the 2022 BPS and 2023
BPS have been taken into account in the 2024 BPS and the reasons thereof.

292. ThePFM Act, 2012equires that the input of the publicta&en into account
before the bdget proposals afemed up. In this regardthe Sectors conducted a
CountryWide Public Participation froB0" October to & November 2023 in 46
Counties with the exception of Mandera County which could not be accessed due
to flooding. Theissuesraised by the Citizens were used by the Sectors while
prioritizing programmes and projects to be funded. The reports from the Gountry
Wide Public Participation are anneken each Sector Report. Further, Public
Hearings for the FY 2024/25 Budget were held betwedhah@l 15' December

2023 at the Kenya School of Monetary Studiéstual platforms were made
available on WebEx as well as livsdreaming on Face Booto ensure that
stakeholders who could not attend the Public Hearings physically had access to the
Hearings Annex Table 5provides a summary of the comments received and the
actions taken and or response gideming the Public Hearings

293. Further the draft 2028PS was uploaded onto the National Treasury website
on 19" January, 202 inviting the public and stakeholders to share comments. As
required by the Public Finance Management Act (PFM) Act, 2012, the document
was further shared with the various stakeholders including:

i) Institutions listed in the PFM Act, 2012 which include: the Commission on
Revenue Allocation; County Governments; Controller of Budget;
Parliamentary Service Commission and the Judicial Service Commission;

i) Institutions that constitute the Macro Working Group which include: t
National TreasuryState Department éiconomicPlanning; Central Bank of
Kenya; Kenya Revenue Authoritysenya National Bureau of Statistics;
Kenya Institute of Public Policy Regeh and Analysisand Commission on
Revenue Allocation;

iii) Cabinet Secretaries and Principal Secretaries of all Government Ministries
and the Office of the Attorney General; and

iv) Office of the Council of Economic Advisors at the Executive office of the
President.

294. The comments were considered in finalizing this document. A summary of
the comments received from the various stakeholders and the public and the actions
taken are summarized Annex Table 6.
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V. COUNTY FINANCIAL MANAGEMENT AND
DIVISION OF REVENUE

4.1 County Government® Compl i ance with Fiscal
Principles

295. Management of county finances shall baacordance with the Constitution,
Pubic Finance Management (PFMEt, 2012 and the Public Finance Management
(County Government) Regulations, 20Table 4.1below provides a summary of
total expenditures and total revenlgscounties folFY 2020/21 to 2022/23.

Table 4.1 Summary of County Revenues and Expenditureom FY 2020/21
to 2022/23

FY 2020/21 FY 2021/22 FY 2022/23
Ksh Billions Approved  [Actual Approved [Actual Approved |Actual
Budget Budget Budget Budget Budget Budget
Total Revenue 4755 436.6 5292 436.5 4919 466
Total Expenditures 5017 398 5357 401 5152 4289
Total Development 186.9 116.1 193.5 985 160.5 98
Total Recurrent 3149 2819 3422 3023 3546 3309
Wages 176 190.1 195.1
Other recurrent 1059 1124 1358
% of Development in Total Budget 37% 29% 36% 25% 31% 23%
% of Recurrent in Total Budget 63% 71% 64% 75% 69% 77%
% of wages in Total Reverme 40% 44% 42%

Source of Data: Controller of Budget
4.1.1Allocation to Development Expenditure over the MediumTerm

296.As indicated inTable 4.1, the toth County Gover nment s o appr o
development expenditures over the meditemm account for 37% in FY 2020/21,

36%in FY 2021/22 and 31% in FY 2022/23 translating to an average of 35 % of

the total budget. The approved budget of eight counties, namely Bomet, Meru,

Nandi, Wajir, Kiambu, Laikipia, Nairobi and Tharaka Nithi did not conform with

the requirement of Section 1(2) (b) of the PFMAct, 2012 in FY 2022/23Kigure

4.1).
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Figure 4.1: FY 2022/23 Budgeted Development Expenditure as a Percentage
of Total County Expenditure
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4.1.2Actual Development Expenditure over the Medium Term

297.The total actual development expenditure for the FY 2020/21, FY 2021/22,
andFY 2022/23 accounted for 29%, 25% and 23% of the total actual budget for
the same period as indicatedTiable 4.1 This translates to an average allocation

of 26% of actual total expenditures to development expenditures. For the FY
2022/23, only seven counties met this requirement as far as the actual expenditure
as a percentage of total budget is concerned. Theséie® are: Marsabit (35.4%),
Baringo (31.2%), Uasin Gishu (31.0%), Mandera (30.8%), Kwale (30.4), Kilifi
(30.0%), and West Pokot (30.0%). @ther hand, Busia (16.8%), Machakos
(16.8%), Nairobi City (13.9%), Kiambu (10.2%) and Kisii (5.7) spent the lowest
budgets oractualdevelopment in the reporting period as showRigure 4.2

Figure 4.2 FY 2022/23 Actual DevelopmenExpenditures as a Percentage of
Total Expenditure
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298. Whereas most counties allocate the required 30% of their budgets towards

development, the actual development expenditure is less overeitiem term.
This implies thaCounty Government8development agenda is compromised with

higher allocations going towards recurrent expenditure. There is need for the
relevant institutions, including the Controller of Budget to put measures in place

to enhance compliance with the PFM law psoam on development expenditure
and ensure the actual expenditures are aligudspirit of the PFMAct, 2012.

4.1.3Compliance with the Requirement on Expenditure on Wages and
Benefits

299.Over the mediuni term, expenditure on wages and benefit for the FY

2020/21, FY2021/22, and FY 2022/23 accounted for 40%, 44% and 42% of the
total revenue, respectively as showmable 4.1 The report by the Controller of

Budget

on review

of County Governmentos bu

shows the total expenditure on wages reported by County Governments amounted

to Ksh 195.1 billion. During the same period, the total revenudaiaito the
County Governments was Ksh 466 billion. This meamad tin average County

Governments spent 41.8 percent of their total revenue on wages and benefits which

is higher than the threshold of 35 percent provided by the PFM Act, @011
Counties(Tana River, Turkana, Kwale, Mandera, Samburu, Isiolo, Kilifi, Nakuru,

Migori, Lamu and West Pokot) were able to maintain their expenditures to wages

and salaries below the 35 percent threshokly 2022/23as shown irFigure 4.3

Figure4.3 FY 2022/ 23 County
and Benefits as a Percentage of Total Actual Revenue
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4.2 Enhancement ofCounty Governmentd  O-faurceRevenue

300. The report by COB ofounty Governments Budget Implementation Review
Reportfor the FY 2022/2®rovideshe Own Source Revenue (OSR) for the County
Governments as indicated in thable 4.2
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Table 4.2: Total OSR Collection for the FY 2022/23 (Including Ai-A)

FY 2022/23 Actual FY 2022/23 AlA Other OSR FY Total FY 2022/23
OSR Collection (Ksh) |{Ksh) 2022/23 OSR Collection
(Including A-i-A)

County ! Kshs .
Baringo 313,351,637 - - 313,351,637
Bomet 242,395,023 - - 242,395,023
Bungoma 379,716,358 797,606,548 - 1,177,322,906
Busia 201,772,364 142,150,611 - 343,922,975
Elgeyo Marakwet 217,350,490 - - 217,350,490
Embu 383,178,337 295,460,000 - 678,638,337
Garissa 81,361,298 61,130,000 . 142,491,298
Homa Bay 491,496,550 - - 491,496,550
Isiclo 151,805,623 894,555 - 152,700,178
Kajiado 875,281,130 - . 875,281,130
Kakamega 1,309,679,900 - - 1,309,679,900
Kericho 501,354,545 - - 501,354,545
Kiambu 2,424,634,382 1,162,647.728 - 3,587,282,110
Kilifi 661,686,660 - - 661,686,660
Kirinyaga 399,321,046 187,339,593 - 586,660,639
Kisii 413,988,597 563,229,532 - 977,218,129
Kisumu 731,449,033 422,015,272 - 1,153,464,305
Kitui 454,354,467 - . 464,354,467
Kwale 392,952,872 - - 392,952,872
Laikipia 504,274,788 475,888,673 - 980,163,461
Lamu 156,907,612 - - 156,907,612
Machakos 1,429,791,260 - - 1,429,791,260
hla ke ni 418,752,940 472,843,046 - £91,595,986
Mandera 122,528,934 - - 122,528,934
Marsabit 58,565,723 74,980,000 - 133,545,723
Meru 418,801,954 317,884,152 14,300,484 750,986,590
Migori 406,364,909 - - 406,364,909
Mombasa 3,998,628,848 - - 3,998,628,848
Murang'a 534,416,925 123,750,039 - 658,166,964
Mairobi City 10,237,263, 780 241,552,546 - 10,478,816,326
Makuru 1,611,062, 682 1,519,361,041 - 3,130,423,723
Mandi 200,737,628 - - 200,737,628
Marok 3,061,007, 640 - - 3,061,007,640
Myamira 113,484,901 171,113,720 . 284,598,621
Myandarua 505,913,306 - - 505,913,306
Myeri 610,656,883 469,530,000 - 1,080,186,883
Samburu 226,516,961 - 429,707,684 656,224,645
Siaya 402,229,607 105,812,055 - 508,041,662
Taita Taveta 265,254,255 161,118,235 - 426,372,490
Tana River 59,173,171 - - 59,173,171
Tharaka Mithi 164,200,787 122,536,863 - 286,737,650
Trans Mzoia 267,760,051 209,520,518 574,892,612 1,052,173,181
Turkana 177,717,811 - - 177,717,811
Uasin Gishu 936,606,563 45,440,000 - 982,046,563
Vihiga 108,347,382 133,002,807 . 241,350,189
Wajir 46,746,101 - - 46,746,101
West Pokot 128,185,210 - - 128,195,210

37,B09,038,924 B, 276,B07,534 1,018,900,7B0 47,104,747, 238

Source of Data: Controller of Budget

301. Analysis of OSRperformancein the FY 2022/23 shows that County
Governments were able to raise a total of Ksh 47.1 billion from Own Source
Revenue (OSR) against an annual target of Ksh 66.1 billion representing an outturn
of 71.3 percent.

302. In FY 2022/23 six counties were able to meet their revenue targets namely
Kisii (150%), Garissa (142%), Nyeri (135%), Lamu (120), Kitui (111%) and
Kirinyaga (107) On the other handorty-one (41) County Governments did not
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meet their OSR revenue targets in FY 2022F18e countiescollected less than
50% of their OSR targets whicha#fee r i cho (49%), Wajir (47),
Mandera (42%), and Nyamira (36%) as showRigure 4.4

Figure 4.4 FY 2022/23 Actual Revenue Collected by the County Governments
as a percentage of Annual Revenue Target
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303.In order to support the County Governments to enhance their Own Source
Revenue, the National Treasury is in the process of implementingattenal
Policy to Support Enhancement of County Governments 8wnce Revenue
Some of the activities underway include enactment of the National Rating Bill, the
County Revenue Raising Process Bill and the development of a model Tariffs and
Pricing Policy by use by th@ounty Governments

304. The National Rating Bilvas passed by the National Assembly and forwarded
to the Senate on $Dctober2023 for consideration. The Bill provides for among
others, standards in the way rating and valuation is conducted in the country; how
to deal with properties crogsitting in more than one County Government;
procedure for claiming and payment of Conttiba in Lieu of Rates (CILOR);

and timely updating of valuation rolls by the County Governments. More
importantly, the Bill will repeal the outdated Valuation for Rating Actp Q&6

and Rating Act, Cap 267 and align the property rating legal regime with the
devolved system of governance.

305. The County Governments (Revenue Raising Process), Bill 2023 provides for
a process by which the County Governments introduce revenue raising measures
in conformity with Article 209 (5) of the Constitution. The Bill, which is currently
before Senate has gothrough the First Reading.

306. The National Treasury notes that a number of County Governments are
having challenges in setting realistic revenue targets. To address this, the National
Treasury in collaboration with other stakeholders are planning to roll out a training
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on Tax Analysis and Revenue Forecasting in the FY 2024/25. The team is currently
working on the training module on revenue forecasting.

307. In addition, the National Treasury is planning to build the capacity of County
Governments to generate statistics that conform to the Government Finance
Statistics 2014 Manual beginning in FY 2023/24. This will strengthen the County
Gover nme ntidysnaking iscluding reglisiid revenue forecasting.

4.3 Prudent Management of Fiscal Risks

4.3.1 Pending Bills

308. According to Section 94 (1) (a) of the PFM Act, 2012, failure to make any
payments as and when due by a State Organ or a Public Entity may be an indicator
of a serious material breach or a persistent material breach of its operational and
financial commitnents. In this context, Article 225 of the Constitution read
together with Section 96 of the PFM Act gives the Cabinet Secretary responsible
for Finance powers to stop transfer of funds to the concerned State Organ. Over
the years, County Governments haweumulated pending billsAs at 3@
September2023 Counties reported accumulated pending bills amounting to Ksh
163.62 billion, compared td<sh 164.76billion reported as a30" Jung 2023, a
decrease of 1.1dillion. This amount is as reported by County Governments to the
Office of the Controller of Budget.

309. The Office of the Auditor General (OAG) conducted a special Audit of
pending bills for County Governments as af' 3dine, 2020 for the FY 2018/19

and 2019/20 which were conducted from May 2021 to December 2021. As per the
report, a total of Ksh 156.18 billion pending bills presented for audit to OAG, bills
amounting to Ksh 48.18illion were reported as payable while Ksh 108.05 billion
lacked sufficient documentation to support services rendered or work done and
therefore were not recommended for payment.

310. A report by the Controller of Budget (CoB) indicates that as78fApril,
2023, Counties had settled Ksh 23.96 billion (49.78% of the eligible pending bills)
leaving an outstanding balance of Ksh 24.05 billion (49.95% of the eligible
pending bills).

311.In relation to the ineligible pending bills, the Intergovernmental Budget and
Economic Council (IBEC) through a resolution d¢f Sune, 2023 instructed all
County Governments to finalize verification of ineligible pending bills. Once
verified, County Governments should prioritize paymenthelse arrears. As at
17" April, 2023 a total of Ksh 1.8 billion of the ineligible pending bills had been
paid by the County Governments, leaving a balance of Ksh 106.2 illadsie

4.3).
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Table 4.3 Payment of 30" June, 2020 Audited Pending Bills by County
Governments as at I April , 2023

County Name Eligible Pending Bills Amount Paid so far | Balance Ineligible Pending Bj Amount Paid so far | Balance Total Outstanding

Baringo 404,682,061 71302755 133379306 37700448 37709448 291,088,754
Bomet 375271293 540,142,991 35134302 177803957 177803.997 212938299
Bungoma 180,568 664 M10168771 33351787 102,669,258 102,669.258 136,221,045
Busiz 133400434 516476629 218985805 160,041,266 160,041,266 375027071
ElgevoMarakwet 97230631 02,848 774 4401857 1167517 - 11657517 46039374
Embu 376,985,673 289,643,685 §7339.9%0 260,720,398 119543842 140,776,736 228,116,746
Garissa 1173876312 622,602,867 351,173 643 4428629228 4428629228 4579502873
Homa Bay 179984 286039857 139140107 400219060 400.219.060 635,355,187
Isiolo 963,609,136 362,336,466 40132710 208912359 208512359 610,243,169
Kaado 1,385,961,092 420863832 969,067,260 1,627,807 464 - 1627807 464 2596874714
Kakamega 1,198.949.826 1015333470 183594356 15146426 5,807,390 241435036 425033352
Kericho 1,259,577,667 544,182.280 715393387 268911420 - 268511420 984,306,807
Kizmbu 3.365.130484 143373054 3NLTT40 881170421 56,081,899 825,088,322 404684395
Kiif 010,835,144 464842712 145592432 581,780,731 581,780,751 11773183
Kirinyaga 983,032.372 331,7313% 431294577 494715011 494719011 546,013,988
Kist 15870591 466,730,339 191995438 316,389,488 516,385,488 §08,384926
Kisumu 1,064,082,741 §28429312 135653209 §17392,020 - §17.392.020 105345249
Kini 1,068,323 966 625807850 41516116 1,652,024,306 27,765,948 1624254358 2066,770,674
Kwale 30,395,083 18421465 11973618 192934629 - 2929346292 2541319910
Ladkipia 857616477 425879073 431737404 1,187.938.976 137228 268 1,050,710.708 1482448112
Lamu 166032981 163862932 2190049 126554441 99,236,363 17298076 19488125
Machakos 182,303,353 114322807 105182708 319,755,308 519,755,308 1244938236
Makuen 300407810 280416851 19590919 11521955 18803577 |- 246501622 |- 226510,703
Mandera 193,606,061 195,606,061 - NLBLI NLBLIN ALBLIN
Marsabit 4775791 219826370 207893421 361,882,902 361,882,902 769782313
Menu 1643314731 148,716,035 133,798,656 152140550 - 252142550 407541.246
Migori 606,362,615 582,350.982 BI1163 191428031 490,545,104 300,882,947 324054580
Mombasa 3629365578 1008757144 1,400,368 434 113639125 - 173,639,725 1674208159
Murang'a 391,589,896 350,386,662 1203234 1,683.941.778 §.291.983 1.675.649.793 1676853007
Natrobi City 10,609.365.860 915251711 0034118139 73142481171 15142481171 §4.776.399310
Nakuru 304.205,508 422956,105 §1.228,803 309435,361 309,433,361 350,664 364
Nandi 995,961,373 738865932 161095413 414863941 424863541 683,939,304
Narok 911820629 237684009 674,136,620 983,780,638 983,780,638 1657917258
Nyanra 178105607 175,658 14 2407483 67438,141 67438141 69,843,624
Nyandarua 1104357249 44771239 669,780,010 49200218 §49.220.218 1,515,002.228
Nyeri 471332318 471332318 - 20,507,256 - 20507236 20507236
Samburu 100097274 93476412 4620862 638,141,800 485194368 1524743 157,368,254
Siaya 19440577 39440577 |- 0 69,732,233 69,732,235 69,732,235
Tata Taveta 713,199,641 649,923,111 63276530 192834187 192854197 236,130,727
Tana River 394,862,913 81718273 3121464 1,663,178,325 1663178323 1975323167
Tharaka -Nithi 615,348,506 408436.947 109115% 144289602 244289602 433201161
Trans Nzoiz 619,607,036 548360330 7046326 372,066,151 372,066,151 442312677
Turkana 4120183 316914391 153.205,783 585037816 585,037816 740 243,609
Uzsin Gishu 49481541 433381511 41233730 140,036,169 125,575,113 14481054 351478
Viliga 1,278,738,001 §4.275.732 308438269 410172154 410,172,154 718,630,463
Wair 325,020,136 310275,033 18,743,101 433354264 - 4333524264 4354261365
West Pokot 673,361,710 607434712 65,926,998 153836.325 16316318 137320207 20347205
Total 48.131,700,143 [ 23.960,043307 |  24,045,656,836 108,052,705970 1,835,034.179 106217,671,791 | 130,263,328,627

Source of Data: Office of the Auditor General and Controller of Budget
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4.3.1.1Status of Pending Bills

312. County Governments owe money to the various pension funds (LAPTRUST,
LAPFUND and CountyensiorFFund) which have accunmatkd over the years. As

at 3F' August, 2023, the status of pension pending bills submitted by the different
pension schemes to the Retiremeen&fits Authority (RBA) was Ksi3.4 billion.

A breakdown of the outstanding pension pending bills is shown ihahle 4.4

Table 4.40utstanding Pension pending bills owed by County Governments

Accrued Interest Total Debt Accrued
S/No.|Name of the Scheme Principal Debt (Ksh) (Ksh) Interest (Ksh)
Local Authorities Provident Fund
34717 g 178 34 207 024
1 (LAPFUND) 2.471.216.00% 34.753.086,080 37.224.302,085
Local Authorities Pension Trust
2 7.999.904 407 24231311725 32.231.216,132
(LAPTRUST)
3 County Pension Fund (CPF DC) 2.005,928.055.55 1.941.522 988 18 3.947 451.043.73
Total 12,477,048,467.55 60,925,920,793.18 73,402,969,260.73

Source: Retirement Benefits Authority

313. Some County Governments are not reflecting these pension liabilities in their
pending bills stock hence posing a great risk that these liabilities may not be
prioritized for payment. There is need for the County Governments to take stock
of all the pensioriabilities and ensure proper recording in the stock of County
pending bills. In addition, Counties should prioritize the settling of these liabilities
to ensure County staff do not retire without a pension.

4.3.1.2Status of Debt owed to Kenya Power & LightingCompany (KPLC)
by County Governments

314. The outstanding pending bills owed to Kenya Power & Lighting Company
(KPLC) by County Governments as at™8eptember, 2023nsounts to Ksh
3,492,122,613.47 with Nairobi County Government having the largest outstanding
bill amounting to Ksh 2,171,944,3%8. The amounts have been accumulating
over the years. Consequently, the National Treasury has issued a Circular to
County Governments reminding them to settle debts owed to KPLC and ensure
that these pending bsllare included in their budgets and repayinpdans in line

with the Public Finance Management Act, 2012 and in order to avoid disrupting
operations and other financial obligations of the Company.

4.3.2 County Governments Capacity Rilding on Public Finance
Management

315. The Public Finance Management Act (PFMA), 2012 mandates the National
Treasury to develop and oversee the implementation of a comprehensive county
financing ystems that ensures financial controls for efficient and effective
utilization of public resources. The National Treasury is further required to
strengthen county public finance management institutional capacities to
implement, manage and support govermagevelopment and service delivery.
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316. There have been significant changes in key firdmeanagement leadership
positions in the county governments occasioned by change in the county
administration. In this regard, the National Treasury is planning for a capacity
building programme to the new Chief Executive Committee Members and Chief
Officers responsible for Finance, Heads of accounting, finance/budget,
procurement, economic planning, revenue, and internal audit; and County
Assembly Chair budget /Finance Members at the County GovernmeRBNN
matters.

4.4 Division of Revenue for FY 2024/25

4.4.1Performance of Shareable Revenue

317.Ordinaryrevenuecollected over the years has been below target except for
FY 2021/22 when the target was surpassed as indicakgdure 4.5

Figure 4.5: Estimates of Ordinary Revenue vs. Actual Revenue (Kghllion)

Estimates of Ordinary Revenue Vs Actual

2.57 2.59
B XY
- 1.88 1.86 178 :
1o 157 156
137

Actual | Ordinary Actual Ordinary Actual |Ordinary Actual @ Ordinary Actual Ordinary Actual Ordinary Projected
Revenue Rev Revenue Rev Revenue Rev Revenue Rev Revenue Rev Revenue Rev Revenue
Estimates Estimates Estimates Estimates Estimates Estimates
(DORA) (DORA) (DORA) (DORA) (DORA) (DORA)

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24

Source of Data: National Treasury

4.4.2Division of Revenuefor FY 2024/25

4.4.2.1Application of Article 203 (1) of the Constitution in Division of
Revenue

318. Article 218(2) of the Constitution requires division of eaue between the

two levels of @vernment and across County Governments to take into account the
criteria set out in Article 203(1) of the Constitution. The criteria include factors
such as: national interest, public debt and other national obligations and needs of
the disadvantaged grps and areas, among others.

319. As indicated inTable 45, it should be noted that after taking into account all
the mandatory expenditures under Article 203(1) of the Constitution, the balance
left for shaing between the two levels of Government is K&3.2billion. After
allocating Ks102 billion to County Governmentsr FY 2024/25, of which Ksh
391.1 billion is the pyposed equitable share and Ki€hl billion is the allocation

from National Government share of revenue, the National Governsiefttwith
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only Ksh 3430 billion to finance functions such as education, health, defence,
roads and energy, among others. This may occasion additional borrowing which
may distort the fiscal fimework already set out in the 20Bdidget Policy
Statement.Table 45 provides an assessment of the extent to which the
requirements of Article 203 (1) of the Constitution have been incorporated in
estimating the division of revenue between the national and county levels of
Government in th&Y 2024/25.

Table 45: Summary of considerations under Article 203 (1) of the
Constitution

ITEM DESCRIPTION (Ksh Millions) FY 2024/25
Ordinary Revenue (Excluding AlA) 2,948,124
National Interest [Article 203 (1)(a)] 106,830
Public debt (Art. 203 [1][b]) 1,352,610
Other National obligations (Article. 203 [1][b]) 719,092
Emergencies [Art. 203 (1)(k)] 5,000
Equalization Fund [Art. 203 (1) (g) and (h)] 11,400
Of which:a) Allocation in FY 2024/25 7,867
b) Arrears 3,533
Balance to be Shared by the 2 Levels of Government 753,192
County Government allocation from revenue raised nationalll 410,177
Of which: a) Equitable Share of Revenue 391,117
b) Additional allocations 19,060
Balance left for the National Government 343,015

Source of Data: National Treasury

320.Based on ordinary revenue projection of Ksh 2,948.1 billion in FY 2024/25,
it is proposed that Ksh 2,549.1 billion be allocated to National Government, Ksh
391.1 billionto County Governments as equitable revenue share and Ksh 7.87
billion to the Equalization Fund. The National Treasury proposes to further allocate
Ksh 3.53 billion to the Equalization Fund in FY 2024/25 as partial payment to
arrears for Equalization Fundable 4.6shows the computation of the equitab
share to County Governments the FY 2019/20 to FY 2024/25.
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Table 4.6: County Governmentso®é Equitable
Budget Item FY 2019/20 |FY 2020/21 [FY 2021/22 |FY 2022/23|FY 2023/24 |FY 2024/25
1. Baseline (i e. allacation in the previous FY) 314,000 | 316,500 | 316,500 | 370,000 | 370,000 | 385425
Less -
Adjustment for RMLF - - - - - 10933
2. Adjusted Equitable share Base 314,000 | 316,500 [ 316,500 | 370,000 | 370,000 | 374492
Add:-
a. Revenue Share (RMLF, Level-5 Hospital
Grant, Compensation for foregone user fees and
Rehabilitation of Village Polytechnics - 17400 - -
b. Adjustments for revenue growth 2500 36.100 15,000 16,623
¢. Transfer of Library Services - - - - 425 -
Computed Equitable Revenue Share Allocation| 316,500 | 316,500 [ 370,000 | 370,000 | 385425| 391117
Source of Data: National Treasury
321.The all ocation to County Governments?©o

billion in FY 2024/25 is informed by the following prevailing circumstances:

)

The implementation of the fiscal consolidation plan by the Government which

is aimed at reducing the fiscal deficit inclusive of grants from 5.6 percent of
GDP in FY 2022/23 td.9 percent of GDP in FY 2023/24, and further to 3.9
percent of the GDP in FY 2024/25. In this regard, there is need for continuous
rationalization of expenditures by eliminating roore expenditures while
improving efficiency in development projects implertaion so as to contain
expenditure growth, stabilize debt and reduce delsterabilities;

The National Government continues to solely bear shortfalls in revenue in

any given financial year. However, County Governments continue to receive
their full allocation despite the budget cuts affecting the National Government

entities.

Increased expenditures for National Government for purposes of debt

servicing coupled with a weakening shilling against the dollar;

Low ordinary revenue collections attributed to the ongoing geopolitical

shocks. This includes the Russ&iaraine war and the US FedeRle s er ve 0 s
interest rate hike which has negatively affected the dollar and the international

debt marketand
V)

The proposed equitable share of Ksh 391.1 billion in the FY 2024/25 is

equivalent to 24.86 perceat the actual revenues raised nationalich is
in compliance with the Article 203(2) of the Constitution.

4.4.2.2Application of Article 203 (2) of the Constitution in Division of

Revenue.

322. Article 203 (2) the Constitution requires that the equitable sikreation to
counties should not be less than fifteen (15) per cent of the last audited revenue
raised nationally, as approved by the NatioAssembly. The above proposed
equitable hare for FY 2024/25 of Ksh 391.1 billion is equivalent to 24.86 per cent
of the actual revenues raised nationally of K&Gv 3 hilion for FY 2019/20, as per
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the records of the National Treasury. However, the last audited revenue raised
nationally, as approved by the National Assembly is Ksh 1,673 bithiptying an
overstatement of Ksh0O billion. This discrepancy has since then been raised with
the Office of AuditorGeneral and the Office of the Audit@eneral has since
responded to the National Treasury modifying the auditechtmgefor the FY
2019/20, to Ksh,578,035,418,993. On revenue resulting from AMISON Grant of
Ksh. 4.6 billion, the AuditolGenerahas determined that it is within the purview
of the National Treasury to determine the sharable and-sharable
revenue/receipts with regard to the UN/AMISOM receipts in accordance with
legislation. The modifiation to Ksh1,578,035,418,993 and the determimaton

the AMISON Grant of Ksi.6 billion has since been communicated to Parliament
for a resolution of the House.

323. However, applying the last audited revenue raised nationally, as approved by
the National Assembly of Ksh 1,673 billion, the allocation of Ksh 391.1 billion as
equitable share translates to 23.38 percEhis also within the constitutional
threshold of Article 203 (2).

4.4.2.30ther Policy Considerations in Division of Revenudor FY 2024/25

324.The Government under the Extended Fund Facility (EFF)/Extended Credit

Fci | ity (ECF) program supported by t he
implementing a fiscal consolidation targeting to reduce the fiscal deficit9to 3.

percent of GDPin FY 2024/25 This is designed to slow dowpublic debt
accumulation.

325.To achieve this aggressive fiscal consolidation, amid increase in debt
servicing costs as a result of exchange rate fluctuations and increased interest rates,
the National Treasury has proposed huge expenditure rationalisation FYthe
2024/25 andbver the medium term. In order to be within this commitment, the
National Treasury, has so far managed to reduce the fiscal defdtgercent of

GDPin FY 202223 and tagets to reduce it further to 4g&rcent of GDP in FY
2023/24through expenditure ratiafization and mobilization of additional non

tax revenues from Ministries, Departments and Agencie

4.4.2.4Additional Allocations to County Governments in FY 2024/25

326. Article 202 (2) of the Constitution provides that County Governments may
be given additional allocations from the National Governments Share of revenue
either conditionally or unconditionallyyhile Article 190 of the Constitution also
provides that Parliament shall by legislation ensureGbanty Governments have
adequate support to enable them to perform their functions.

327. Further, Section 4 of the County Governments Additional Allocations Act

(CGAAA), 2022 requires that additional allocations shall be funds agreed upon by

the National Assembly and the Senate during the consideration of the Budget

Policy Statement and shat o mpr i s e of County Gover nme
all ocations financed from either the Nati
proceeds of loans or grants from Development Partners. Pursuant to Section 5 of

the CGAAA 2022, funds for additional allocations toutity Governments shall
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be included in the budget estimates of the National Government and shall be
submitted to Parliament for approval.

328.In the 2024 Budget Policy Statement, the National Treasury proposes to
allocateKsh 54.7 billion as additional allocations (conditional and unconditional)

to County GovernmentOut of this,Ksh 19.06 billion will be financed from the

Nati onal Gover nment 0s 66hilkon rom@rbceedeol e nue, a
loans and grants frorDevelopment PartnersThese additional allocations to

counties are as follows:

i) Proceeds from Court fines amounting to Ksh 7.4 millibme unconditional
additional allocation to beneficiary counties emanating from contraverftion o
county legislation is projected to lesh 7.4million. Whereas Court fines
from the National Government are remitted to thesotidated fud, court
fines from County legislation ought to be riged to theCounty Revenue
Fund Collection of fees, fines, and penalties is to be streamlined across the
47 Counties so that collection of the same is undertakéimebjudiciary and
the funds transferred to the National Treasury in line with the law. These
funds will be transferred from the exchequer to the respective County
Revenud~und(CRF)Account;

i) 20% share of mineral royaltiesmounting to Ksh 1.055 billioTheNational
Treasury proposes @locateKsh 1.055 billion to thirtytwo (32) counties in
FY 2024/25 being the total sum of mineral royalties accruedhe FY
2021/22as submitted by the State Department for Minidditionally, to
facilitate transferof 10% share of mineralayaltiesdue to communitieghe
State Department for Mining, as the implementing agency has developed
draft regulations that have already gone through public participatiua.
will be disbursed to the communities once the regulations have been finalized;

iii) Construction County Headquarters amounting to K&t million: To
support the construction of county, headquantéces for five (5)County
Governmentglsiolo, Lamu, Tana River, Tharaka Nithi and Nyandarua), the
State Department for Public Works, Ministry of Lands, Public Works,
Housing and Urban Devgbment has been implementing construction of five
(5) county headquarter3hese five (5) counties did not inherit adequate
facilities that could accommodate the new administration abtiset of
devolution and their construction are at different levels of conguietn the
FY 2024/25, Ksh45million has been proposed for transfefit@ counties;

iv) County Aggregation and Industrial Parks (CAIP) amounting to K&h 4.
billion: In order to continueoperationalizingt he Nat i onal Governr
programme on County Aggregation and Industrial Parks (CAIP) Project
under the BETA framework, the National Treasury proposes to toomally
allocateKsh 4.5 billion to CAIPin the FY 2024/25

v) Road Maintenance Fuel Le\iRMFL) amount to Ksh 10.5 billionThe
summit esoltion of Februar2023 stipulated the need to develop a reform
agenda for the road sector so that REIFL allocation to theCounty
Governmentss considered in the FY 2024/25 through stmectured process.
In this regard, a consensus has since been reache#shat0.522 billion

83 I 2024Budget Policy Statemet



being allocation for maintenance of county roads from RMé€&lallocated as
a canditional allocatiorto County Governments

vi) Conditional Allocation for the Community HealtRromoters (CHPS)
Programme of Ksh 2.5 billionDuring the 18 National and County
Governments Coordinating Summit, the implementation of the CHPs
programme was extended from the current three years to five years under the
BETA model of economic revival to accelerate the achievement of universal
health coverage thrgh support to the County Governmenits.this endthe
National Treasury proposes to allocKth 2.5 billion as a conditional grant
to all the fortyseven County GovernmentsCounty ®vernmentsare
expected to provide an equal amount of counterpart funding from their
equitable share to matchtheNat nal Government déds contri bl

vii) Transferred Funébn of Museums amounting to K&0. 2 million: The
Intergovernmental Relations Technical Committee vide Gazette Notice No.
13982 dated 1 November 2022 delineated and transferred the Museum
function to County Governments. During the unbundling of the function the
Nati onal Government was carried to have
hi storical monuments of t(d) atationswhaeh | mpor t
included:- Meru-Njuri-Njeke Museums, Narok Museum, Garissa Museum,
Wajir Museun, Longaingalani Museum, Kisumu Museum, Kitale Museum
and Isiolo Museum, were identified to be transferred to the respective County
Governments. By principle of resources follow functidghe,determined cost
of the function amounting to Ksh. 30.2 millioshall be transferred to the
respectiveCounty Governmenisas additional unconditional allocations, in
FY 2024/25;and

viii) Conditional allocations financed from proceeds of Loans and grants by
Development Partners amounting to Ksh 35.7 billiéntotal of Ksh35. 7
billion hasbeen proposed for transfer to County Government®mditional
additional allocations financed from proceeds of loans and grants from
Development Partners in ti€ 202425, to support a total of fourteen (14)
donorfunded projects as outka inTable 4.7
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Table 4.7: Additional Allocations to County Governments for FY 2024/25

$/No [Additional Allocation

| Amount (Ksh)

a) Additional (Conditional & Unconditional) Allocations from the National Government’s Share of revenue for
Financial Year 2024/2025

Unconditional allocation financed from court fees and fines emanating from contravention of County

1 Legidation 7431745
2 |Unconditional allocation financed from the 20% Share of Mineral Royalties (due for the FY 2021/22 1,055,205,814
3 |Conditional allocation for the Construction of County Headquarters 445.000,000
4 |Conditional allocation for County Aggregated Industrial Parks (CAIP) Programme 4,500,000,000
3 |Conditional allocation for Road Maintenance Levy Fund (RMLE) 10,522.211 853
6 |Conditional allocation for Community Health Promoters (CHPs) 2,500,000,000
7 |Conditional allocation for the Transferred Museum Function 30,184 835
Total Allocation from GoK 19,060,034,247

b) Additional Conditional Allocations Financed from proceeds of loans and grants from Development Partners for|

Financial Year 2024/2025

1 |IDA (World Bank) Credit - National Agricultural Vale Chain Development Project (NAVCDP) 5,000,000,000
1 |IDA (World Bank) Credit - Food Systems Resilience Project (FSRP) 2,250,000,000
3 |IDA (World Bank) Credit - Water & Sanitation Development Project 5,700,000,000
4 |DANIDA Grant - Primary Health Care in Devolved Context Programme 487,500,000
5 |IDA (World Bank) Credit - Second Kenya Devolution Support Program (KDSP IT) 1,762,500,000
6 IDA (World Bank) Credit - Financing Locally - Led Climate Action (FLLoCA) Program — County 3712000000
Climate Resilience Investment (CCRI) Grants
; KW (German Financial Cooperation) Credit - Co-Financing Locally- Led Climate Action (FLLoCA) 1200.000.000
Program — County Climate Resilience Investment (CCRI) Grant T
g KfW (German Financial Cooperation) Credit - Drought Resilience Programme in Northern Kenya 791,969,410
(DRPNK) Project s
8 |IDA (World Bank) Credit - Emergency Locust Response Project (ELRP) 1,900,000,000
10 |TFAD - Kenya Livestock Commercialization Project (Kel.CoP) 378,730,000
11 |IFAD - Aquaculture Business Development Project (ABDP) 245,879,120
12 |IDA (World Bank) Credit — Kenya Urban Support Project (KUSP) — Urban Institutional Grant (UIG) | 1,575.000,000
13 |IDA (World Bank) Credit - Kenya Informal Settlement Improvement Project (KISIP IT) 10,600,000,000
14 |UNFPA Grant - 10th Country Kenya Programme 65,190,000
Total Allocation from DPs 35,658,768,330
Grand Total (both from GoK & DPs) 54,718,802,777

Source of Data: National Treasury

4.4.2.5Disaggregation ofTotal Proposed Transfersto the Counties

329.Taking in to consideration the above proposed additional allocations to
County Governmentsn FY 2024/25, the expected total transfersGounty
Governments iKsh 4458 billion. Table 4.8 shows disaggregation of total
proposed transfers to the Counties in FY 2024/25 and expected transfers in

previous financial year. From the table, there is clear demonstration that there has

been consistemgrowth of total transfers todtinty Governmentsver the financial
years.
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Table 4.8 Disaggregation of County Governit

Type/Level of Allocation FY 2019/20{FY 2020/21|FY 2021/22|FY 2022/23|FY 2023/24|FY 2024/25
A|County Equitable Share 316,500 | 316,500 370,000 370,000 385425] 301,117
B|Additional conditional allocations, of which 45,505
1) Gok Funded 6,505 19,060
b) Allocations from proceeds of loans and grants 39.090 30.204 312334 31,362 33192 35,658
C|Total County Allocations (A+B) 362,005 | 353,200 400871 ( 407,036 424,933 445835

Source of Data: National Treasury

4.4 .2 6Allocation of Sharable revenue between the two levels @ddovernment
and the additional allocations to counties from the Natioal
Government share of Revenue

330. It should & noted that, and pursuant to Article 202 (2) of the Constitution,
the National Government has over the years out of its own share of revenue
provided for additional allocations tGounty Governments. These allocations,
which have been mostly conditional are meant to accelerate achievement of policy
priorities of both levels of Government, some of which have international
obligations. In so doing, this tends to reduce on the NatBaaérnments entitled
share of revenue from revenues raised nationdidble 4.9 shows additional
allocations toCounty Governmentérom the National Governments share of
revenue raised nationally.

Table 49: Division of Revenue Raised Nationally for FY2020/211 2024/25 (Ksh
Million)

Type/Level of Allocation FY 2020/21|FY 2021/22 [FY 2022/23 |FY 2023/24 |FY 2024/25
a) National Government Share 1,533,700 1,398,799 1,764,516| 2,177.867| 2,549,140
Of Which
1) Additional Allocations to counties
i) Leasing af Medical Equipment 6,205 7,205 5,200 3,862 -
it) County Aggregated Industrial Parks 4,500
iii) Road Maintenance Levy Fund 10,522
ivl Court fines and fees 7.4
v) 20% Share of Mineral Rayalties 1,055
Vi) S:fppfemea:rrfor construction gf County 300 332 163 454 445
Headguarters
vii) Community Health Promoters (CHPs) 2500
viii) Tranferred Museums Function 30
i) Equilization Fund Arrears 3,533
b) 0.5% Equalization Fund 6,500 6,825 7.068 8,369 7.867
¢) County Equitable share 316,500 370,000 370,000 385,425 391,117
Total Shareable revenue 1,856,700 1,775,587] 2,141,585 2,571,159] 2,048,124

Source of Data: The Nationareasury

4.5 Horizontal Allocation of Revenues

331.Horizontal allocation of equitable share of revenue among the County
Governments for FY 2023/24 is based on the Third Basrsnulg which was
considered and appved by Parliament in Septemi#020. The third basis takes
into account the follwing parameters: Population (18%ealth Index (1%);
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Agriculture Index (100); Urban Index (%0); Poverty Index (1%); Land Area
Index (8%0); Roads Index (8 percent); and Basic Share Inde%)2Uhe County
Governments equitable share of revenue for FY 2024/25 are as shdwahlén

4.10

Table 4:10County Governments Equitable shares for FY 2024/25

FY 20X3/I4

FY 02428

0.5 (Allocation Ratio®) (Equitable Share®**_0.5 Total Equitable

County 'I:ut::l Equitable i i ;'Lllur:::tfun Ratio) *I[:f'unnl:lln*** Share*®*

Share Allocation Egquitable] Allocation Egquitable Share

ratio Share ratio

Colummn A Column B| Column C Column I¥ Column E Column F = C+E
Baringo 6.647 771,186 1.61 2.547.825,000 1.8 4. 202,674,960 6. 730,499 960
Bomet 6977924 070 1.74 2.753_ 550,000 1.86 4.330.220.756 7083 770,756
Bungoma 11,111,983.608 2.81 4. 4465, 825,000 2.93 6,832,162, 461 11.278,987.461
Busia 2935 1.9 3,006, 750,000 1.97 4. 580,808,705 7.5 58.705
Elgerwo MMaralowst 188 1.22 1,930, 650,000 1.26 2,942 735 244 4. 873 385244
Embu 744 1.56 2,152 200,000 1.4 3.269.531.176 5.421.731.176
Garizsa 101 2.22 3.513.150,000 2.08 4,854 254 856 8.367.404 856
Homa baxy 8,128,387.250 2.13 3,370,725 ,000 2.09 4.876.870.879 8,247 505 870
Iziclo 4,880,041, 205 1.34 2,120,.550,000 1.22 2,848,109.825 4,868,650,825
Flajiado 8.300.213.576 2.03 3.212.475,000 2.24 5.,215.219.332 5.427.6594 332
Elalcamerga 12,912 646 262 3.29 3,206,425 000 3.39 7.8909. 311.766 13.105.736.766
Flericho 6,703,129 925 1.7 2,690 250,000 1.77 4,113 428,765 6.803. 678,765
Fiambu 12,227 552 448 2.98 4. 715 850,000 351 7695 917 252 12 415,767,252
Ellifi 12,105 200 458 3.3 5,222 250,000 3.03 7059 512,633 12, 281.762.633
Elirinwyvaga 5420217528 1.34 2,120, 550,000 1.45 3,382,345 819 5,502,895 810
Flisii 5,258,588,608 2.46 3.882,550,000 2.36 5,500,082,.543 §,353,032,543
Fisumu 8.361. 797,770 2.16 3. 418,200,000 2.18 3.067. 465,357 8.485.665.357
Flitud 10,825 486,936 2.75 4. 415 175,000 2.82 6.375.030.956 10,990, 205,956
Elwale 8.584.103 693 2.46 3,892 950,000 2.06 4.808.696,708 8.701.645. 708
Lailcipia 5.358,246,532 1.32 2,088,500,000 1.44 3,351.265,089 5,440,165,085
Lamu 3.237.350., 707 0.82 1. 297,650,000 0.85 1.988.302.778 3.,285.952.778
Milachaloos 9.547 2095 300 2.45 3.877.125,000 2.5 5,812.243.198 9 680 368,198
Mlalcpeni 8.455 460,962 2.34 3.703,050,000 2.09 4.871.489.327 8.574.5309.327
Mlandera 11,633,191 646 3.23 5.111. 475,000 2.87 6,685,128, 044 11. 796,603,044
Mlarsabit T.560.398 412 2.14 3.386.350,000 1.84 4.278.428.854 7,664 978 854
Mleru 0,802 625,172 2.54 4,019 550,000 2.59 6,020,232 825 10,0359 782 825
Misori 8,341, 445,108 2.14 3.386,.350,000 2.18 3,075,0438.151 8.465,588,.151
Mhiombasa 7.861.525.820 2.2 3.528.975,000 1.91 4,441 107,262 7.970.082.262
Mivrans"a TAT3 786,703 1.9 3,149 175,000 1.9 4,432 970,897 7.582.145 897
Mairobi 20,072,059.115 5.03 7.959 975 000 5.33 12 415 569,797 20,375,544 797
MNatoero 13,5635 424 683 3.51 5.238.075,000 5.68 8.564. 705,320 13,802, 780,320
Mandi 7.305.2594 033 1.69 2,674 425 000 2,04 4. 746, 900,540 540
Marolk 9. 196, 276 800 2.54 4,019, 550,000 2.28 3.306.437.910 7910
MNwvamira 5,334,158, 486 1.52 2,405, 400,000 1.29 3,002,183.803 LB05
MNywandarsa 5.905.976.056 1.54 2.437.050,000 1.53 3.555.845.547 547
Irreri 6.485.331.051 1.71 2.706.075,000 1.66 3.873.850.891 351
Samburs 5,504 312 480 1.46 2.310. 450,000 1.45 3,366,145 277 277
Siava T.265.019 462 1.83 2,885 875,000 1.92 4 476 465,755
Taita taveta 5,040 427 430 1.54 2.120.550,000 1.29 2.993.039.127 5.115.589.127
Tana Fiver 6. 700,702, 542 1.85 2,927,625 000 1.7 3,959 871,740 6. 887 406 740
Tharalca MNithi 4,378,234 821 1.24 1,962 300,000 1.06 2,476, 468,407 4. 438,768,407
Trans MNzoda T. 4959 522 440 1.82 2.880.150,000 2.03 4. 735,425 264 T.615. 575 264
Turleana 13,143 045 033 33 3.2609 725 000 3.47 8,071.521.411 13,341,245 411
Uaszin Gishu 8.426,072,635 2 3,.165,000,000 2.32 5,352,896,650 8.557.886.650
Wihiga 5,267,026, 885 1.47 2,326,275 000 1.29 3,014 437 256 5,340, 712,256
Wajir 5.853,656,422 2.7 4, 272,750,000 2.46 3,720.742,852 5,053,402 852
West Polot 6. 573 866,403 1.58 2.500.350,000 1.79 4. 175,583,239 6,675,835 239
Total 385,424 ,616,067 100 158,250,0:00,0:0:0 100 1321.866,788,147 391.116,788,147

Source of dataThe National Treasury
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4.6 Intergovernmental Fiscal Transfers

332. National Government Ministries Departments and Agencies (MDAs) are
responsible for development of frameworks for the management of conditional
additional allocations made to beneficiary County Governments. These
frameworksoutline the total allocation to each conditional additional allocation
and the specific amount apportioned to each participating county governments; the
conditions to be met by participating County Governments; and the responsibilities
of both MDAs, and bneficiary County Governments. TAecounting Officers in

the respectivdMDAs are responsible for submission of these fraorks to the
National Treasury fanclusion in the County Governments Additional Allocations

Bill (CGAAB), 2024.

4.7 Equalization Fund

4.7.1Challenges FacingDisbursement of Equalization Fund

333. The Equalisation Fund is established under Article 204 (1) of the Constitution
with an allocation of a half percent (0.5%) of all revenue collected by the National
Government each year on the basis of most recently audited accounts of revenue
approved byhe National Assembly.

334. Article 204 (2) of the Constitution provides that the National Government
shall use the Equalization Fund only to provide basic services including water,
roads, health facilities, and electricity to marginalized areas to the extent necessary
to bring the gality of those services in those areas to the level generally enjoyed
by the rest of the nation, so far as possible.

335.The Second Marginalization Policy was published in 2018. The policy
identified a total of 1,424 marginalized areas spread across 366 wards, 111
constituencies in 34 counties as eligible for Equalization Fund. To guide the
management and implementationtod Equalization Fund, the PFM (Equalization
Fund Administration) Regulations, 2021 were developed. The regulations provide
for establishment of three county committees; County Technical Committee, Sub
County Technical Committee, and the Project Identificaand Implementation
Committee.

336. Two Petitions, Petition number 003 of 2023 and Petition 4 of 2023 dated 31st
May, 2023 were filed in the High Court of Kenya at Garissa. The Court cases
guestioned the criteria of identifying and sharing revenue among the marginalized
areas and creation fafke wards as beneficiaries. In the Petitions, the Court ordered
that pending the hearing and determination of the applications.

i) An order restraining the respondents from implementing the Commission on
Revenue Allocation Second Marginalisation Policy and Criteria 2022/2023
for sharing revenue amongst marginalised areas;

i) Conservatory orders issued restraining the Controller of Budget from
authorising the withdrawal of Equalisation funds; and
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iii) Conservatory orders issued restraining the National Treasury from disbursing
the Equalisation funds.

337. The Court Order on the followij Petitions was lifted on #8November, 2023
hence commencement of implementation of the Second Marginalisation Policy in
the 34 beneficiary counties. Implementation will be hampered in 15 counties that
have not complied with the requirement to establish the three committees
anticipatel in Regulations 14, 16, and 18 of the PFM (Equalization Fund
Administratian) Regulations, 2021. TheauRd has already written to the counties
requesting them to fastck the creation of the camittee to allow them access and
utilize the funds allocated to them.

4.7.2Equalization Fund Allocation for FY 2024/25

338.The National Treasury proposes to allocéteh 7,867 millionto the
Equalisation Fundeing 05% of the actual renues raised nationally of Ksh
1,573.4 Hdlion for FY 2019/20, as per the records of the National Treasury and
Ksh 3,533 million towards payments arisiingm Equalisation Fund arrears.

4.8 Emerging Issues and Policy Interventions

4.8.1 Integrated County Revenue Management SysteifiCRMS)

339.In order to suppor€County Governmentgenhance their own source revenue
through automation, it is recommended that all the County Governments adopt an
Integrated County Revenue Management System. In view of the above, there is an
ongoing process to recommend a uniform integrated county reveaoagement
system that will enhance OSR administration and management at the County level
for improved service delivery. This will ensure uniformity in the collection,
recording, and reporting of own source revenwsoss the 47 County
Governments. Further, it will enable County Governments to generate reliable data
for revenue forecasting and revenue enhancement.

4.8.2 Challenges inCounty Government®Public Finance Management

340.During the last two cycles of devolution, independent and oversight
institutions such athe Office of the Auditor General, the Office of the Controller

of Budget as well as the National Treasury among others have reported gaps in the
control and management of public resources in county governnfemiilti-
Agency Taskforce established in FX022/23 identified challenges faced by
County Governments in the management of public finances.

341.These challenges include weak linkage between planning and budget
formulation, inability of county governments to adhere to the Public Procurement

Act resulting in high outstanding pending bills, low development budget
absorption, undeperformance in owrsource revenue, failure to use the prescribed

financial systems (such as IFMIS, IPPD among others);adbverence to fiscal
responsibility principles, pilferage of public resources tluenanual systems,

inadequate understanding of the Office of the Qohtl e r of Budget 0s
approval of county requisitions, high wage bill, weaknesses in human resource
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management, weak oversight by County Assembly and a weakened internal audit
function among others.

342.The solutions proposed in the report by the Taskforce to address these
challenges include; review of the existing policy, legal and regulatory environment
to guide planning; strengthening county structures and institutions; adhering to
existing provisionsof existing policies, legislations, regulations and guidelines
guiding economic planning, public finance management and expenditure control;
and continuous capacity building @bunty Governmerdtaff among others.

4.8.3 Intergovernmental Agreements in respect of the Additional
Conditional Allocations

343.Section 9 of the CGAAA, 2022 for FY 2021/22 vide Kenya Gazette
Supplement No74 of 29" April made consequential amendments to the PFMA,
2012 to provide for among others, the insertion of Sections 191A to 191E on
intergovernmental agreements. These sections require that the National Treasury
shall enter into an intergovernmental agreemenh wiite respective County
Governments for the transfer of the respective conditional allocations made to the
County Governmentpursuant to the Act; that such agreements shall set out any
conditions that may be attached to the cthodal allocations; and that the
requisition of funds from the County Revenue Fund (CRF) for the purposes of a
conditional grant shall be supported by the intergovernmental agreement approved
under Section 191A.

344.The Principal Secretary, National Treasury constituted an-agiency task
force to develop a model Intergovernmental Conditional Allocations Transfer
Agreement (ICATA). The task force has since finalized the development of the
model ICATA and subjected o nationwide publiconsultations. Further, on 40
November 2023, the National Treasury submitted the draft ICATA to the office of
the Attorney General for legal opinion, which was provided dh D8cember,
2023 and has since been incorporated iraireementOn 8" January, 2024 the
National Treasury forwarded the final Model ICATA to the Council of Governors
for onward transmission to the county governments for processing in line with
Section 191A191E of the PFMAct, 2012.

345.The National Treasury has made a request to Parliament ttraestthe
approval of CGAAB, 2023 in order to facilitate the processes leading to timely
disbursements and requisition of the funds for additional conditional allocations
made taCounty Governments FY 2023/24.

346.In the FY 2024/25, Parliament is also called upon to expeditiously approve
the DORB 2024, CARB 2024 and CGAAB 2024 alongside 2024 BPS. This will
assist in eliminating delays in the processing of ICATAs and hence the
disbursements and requisition of the darfor additional conditional allocations
made toCounty Governmentis FY 2024/25.
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ANNEX 1: ADHERENCE TO FISCAL RESPONSIBILITY

PRINCIPLES

1. In line with the Constitution, the Public Finance Management (PFM) Act,
2012, the PFM (National Government) Regulations, 2015 and in keeping with

prudent and transparent management of public resources, the Government has
adhered to the fiscal responsilyilprinciples as set out in the statute as follows

(Table 1)
Table 1: Performance of Fiscal Responsibility Indicators
P00 FYMOMA3 | P | VMM | RN | RmEM | V8 | FY 200800
Revised  Prel
Actul  [Budget  Actual | Budget SuppII |[BROP'23 BPS'4 (BROP23) BPS'24 BROP23 BPS'24 |BROP23| BPS'24 BROP'23 BRSM
Ksh, Billions

1.0 Tota Expenditwre & Net Lendng W[ B6T| 3N 3| B[ ABT| 41| 4| 453| SIS M| 56| B[ 60| 640
1.1 Tota Maisteial Netionel Govt Expenses 1961) 2091 M| | 42| 26| 250 29| 28| M| 3| 37| sM| 4] 46
Totd Recurent o ol vl wsl oam| o | see| ame| sws| | sme| ;| 4m| 4
CFS (iterest & Pensions) m| w6 w0 W6 L6 19| 14| 13| LB 8| 1B 1406| 146] 1567 1367
Mnisteria Recurrent 1409 LS08| La| ST\ 16| 16n| LeS| A807| UET| 27| 27| 2| 3w 268] 268
o Wages & Slais S| 55| sm|ooes| e ar| e | | %[ %7 Lo| 10| Lieo| L6
Wages as s National Government Revenes ] Dm0 B B M| D4n| 96| LTH Ba%| L0l B3| B3| Bos| 2504
Developueat 59 3 I Y 1) N B 0 U1 4 R 0 O R 1 1 I
Development os ' Ministerial NG expenditures |~ 20.2%| 229%| 25.2%| 340%| 308%| 369%| 35gh| 369%| 382u| 38du| 317e| 3ngu| 3824|3737
Contingencies 1 ] I 5 j 5 § 5 j 5 § 5 j
1.2 Couty Allocation W 46| 46| w0 o4 W 4| m| w| W@ s | W] 6 64
Bquteble share o 1) I 53 N N 3 G 51 1 531 N N
Condiional Grants 0 O U Y A 1 N 4 N N N 1 1 N O 4 IO
10 Total Revemes DW| 24m( 26| 2%6| 07| 48| 45| 3W6| 3| 49| 4| 49| 49| 69| 56
3.0 Totel Nationa] Governent Revenves (el ATA) 1859 20%9| 1961| 2600| 2685) 3001| 30| 3A0| 47| 3sed| %6 44| 44| spl| o
4. National Govermment Domestic Borrowing (nef) 5 484 40 37| 4B M| B[ s | S| 4| M) S 9| 49
Source: The National Treasury
a) A minimum of 30 percent of the nationalGovernmentt s budget all ocat

to the development expenditure over the medium term.

2. Consistent with the requirements of the law, the Natigdavernmerd s
allocation to developmergxpendituredas beersetabovethe 30 percent of its
Ministerial expenditures. The allocation to development expenditures is projected
to increase toR6 percent in the FY 20225 and remain above the recommended
threshold over the medium term as showmable 1andFigure 1.
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Figure 1: Development Expenditures as a Percent of Total National
Government Budget

== Development = % Minsterial NG expenditures . C 21 liNE

45 0% 45.0%

40.0% 38.2% 37.7% 58.2% 37.7% 40.0%
35.6%
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25.0% 25.0%
20.0% 20.0%
15.0% 15.0%
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0.0% - — - - — - 0.0%

FY 2021/22 FY2022/23  FY2023/24  FY2024/325 FY 2025/26 FY2026/27  FY2027/28 FY 2028/29

Source: National Treasury

b) The NationalGovernmentdt s expendi ture on wages and ©b
employees not to exceed 35 percent of the natior@bvernment equitable
share of the revenue.

3. The law requires that the Nation&overnmeri s expenditure on
compensation of employees (including benefits and allowances) shall not exceed

35 percent of the Nation& o v e r n eqpitabledshare of the revenue raised

nationally plus other revenues generated by the Natoaérnmenpursuant to

Article 209 (4) of the Constitution. In conformity to this regulation, the National
Governmenshare of wages and benefits to revenues28a@percent in the FY

2022/23, and is projectedo decline t023.2 percent in the FY 20&24, and to

further decline t®1.7percent by FY 20226 (Figure 2).

Figure 2: Wages as a Percentage of Nation@lovernment Revenues

. g es as % National Government Revenues/1 = = = Ceiling
40.0% 40.0%
SO0 35.0%
29.8% 29.2%

30.0% 30.0%
25.0% Vs o
25.0% 23.2% 2% o 53 23.0%  25.0%
20.0% 20.0%
15.09 15.0%
10.0% 10.0%
5.09 5.0%
0.0% 0.0%

FY 2021722 FY2022/23 FY2023/24 FY2024/25 FY2025/26 FY2026/27 FY2027/28B FY2028/29

Ed

Ed

1Wages: For teachers and civil servants including the police. The figure includes the funds
allocated for the pension contributory scheme
Source: National Treasury
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c) Over the medium term, the NationalGovernmentd s bor r owi ngs shall
used only for the purpose of financing development expenditure and not
for recurrent expenditure.

4. TheGovernments committed and continues to adhere to the principle as per
the PFM Actsectionl5(2) (c) which requires that natiorabvernment borrowed
resources be used only for purposes of financing development and not for recurrent
expenditure. In the FY 2@23 a total of Ksh493.7 billion was spent on
development expenditur€his amount is projected to increase to K&f.8billion

in FY 2023/24, Ksh 877.&illion in FY 2024/25and Ksh 1427.9billion over the
medium term.

d) Public debt and obligations shall be maintained at a sustainable level as
approved by Parliament for National Government

5. The public debt andbligationsremain at sustainable levels though with high

risk of debt distress due to global shocks that has led to a slowdown of economic

growth (MF Country Report No. 23/268uly 2023. Under external Debt

Sustainability Analysis (DSA), the Present Value of the external debt to GDP ratio

remain sustainable through 2026. However, the Present Value of external debt to

exports and debt service to export ratiosachthe sustainability thresholds even

in the medium term due to subduedwth in exports. These ratios are expected to

i mprove with economic growth recovery boos
expected to improve external public debt sustainability ratios.

6. The debt service to revenue rati®idR4is worsened by the maturity of USD
2.0 billioninternationalsovereign bond in June 20ZAaple 2).

Table 2: Kenyabds External Debt Sustainability
Indicators Thresholds | 2022 | 2023 | 2024 | 2025 | 2026 | 2027

PV of debt to-GDP 40 278 | 295 |305 | 294 28.0 | 271

ratio

PV of debtto-exports 180 228.3 | 220.4 | 210.8 | 195.6 | 181.7 | 170.3

ratio

PPG Debt servicéo- 15 212 | 220 |311 |217 22.0 |19.7

exports ratio

PPG Debserviceto- 18 148 |16.6 |249 | 18.2 19.2 | 17.6

revenue ratio

Source IMF Country Report No. 23/268uly 2023

7. Overall, the Present Value (PV) of debt to GDP ratio is projected to remain
above the 55 percent sustainability threshold imibdiumterm but will gradually
improve by 2027Table 3). The improvement in debt levels is anchored to fiscal
consolidationthrough broadening the tax revenue base and minimizing overall
expenditures tied to implementation of the fiscal reforms under the IMF Extended
Credit Facility program.

Table 3: Kenya's Public Debt Sustainability Analysis

. 2022 | 2023 [ 2024 | 2025 | 2026 | 2027
Indicators Benchmark ——
Projections
Py of deblto-GDP 55 631 | 644 | 619 | 602 | 583 | 56.6

Source: IMF Country Report N@3/266July 2023
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8. As the economy recover from global shocks and fiscal consolidation
conti nue s, indicatorspree&pgctedoanptove. However, Kenya debt
sustainability is vulnerable to exogenous shocks e.g., export and exchange rate.

e) Fiscal risks shall be managed prudently

9. Kenyaods risk remains high due to vol at]i
tighter external financing conditions, elevated inflation and continued drdtgght.
Governmentestablished Fiscal Risk Committegvhich will continue playinga

key role inidentification quantification and management of fiscal risks going
forward. In addition, theésovernmentthrough the recently established pending
bills verification committee will minimize accumulation of arrears to suppliers;
and withcontinuel fiscal consolidation programmeebt vulnerabilitieswill be
reducel and ensure a stronger debt sustainability position going fonildrel.
Governmentwill also continue reviewingits macroeconomic forests and
regularly to ascertainthe impact ofthe macroeconomic projections and their
implications on the budget. 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 cushi@ dconomy from
unforeseeable shocks.

f) 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

10. On the principle of maintaining a reasonable degree of predictability with
respect to the level of tax rates and tax bases, the Ntieasury will implement
theNational Tax Policy that will guide tax reforms and ensure certairtxation

and the Medium Term Revenue Strategy (MTRS) which contains reversirey

tax policy and administrative reforms to be undertaken over the medinm
Further, the Government continues to carry out tax reforms through modernization
and simplificgion of tax laws in order to lock in predictability and enhance
conmpliance within the tax system.
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ANNEX 2: STATEMENT OF SPECIFIC FISCAL RISKS
Introduction

1. The economy is expected to remain strong and expand by 5.5 perbettt in
2023 and 2024 The growth outlook will be supported by brohdsed private
sector gowth, resilient services sector, ahe rebound in agriculture. The growth
outlook will be reinforced by implementation of policies and reforms under the
priority sectors of the Bottora Up Economic Transformation Agenda geared
towards economic turnaround and inclusive growttere are, however, downside
risks to the macroeconomoutlook envisaged in this 20BPS emanating from
domestic as well as external shocks.

2. For prudent management of risks, the PFM Act, 2012 requires the preparation

of a AStatement of Fiscal Risks. Thus, thi
risks that the Kenyan economy is exposed to that may affect the achievement of

the macroeconoritargets and objectives detailed in this BPS. The fiscal risks

arise from assumptions that undeelifiscal projections, the dynamics of public

debt, and operations of state corporations, contingent liabilities, financial sector
vulnerabilities and natural risks. Emergence of these risks could make it difficult

for the Governmento actualize and sustain macroeconomic policies detailed in

this BPS. Thus, this section also details the measures th&abhernments

implementing to mitigate such risks.

Risk in Changes in Macroeconomic Assumptions

3. Macroeconomic variables play a key role in the formulation of the buadget

they form a baseline in revenue projecti
spending prioritiesThe macroeconomic assumptions underlying the FY 2024/25

budget entail an estimated growth of 5.5 percehbi 2023and 2024 Inflation

is projected to gradually easmvards theGovernmentarget rang®f 5.0 percent

in FY 202425 and remain within the target range over the medium term. The

External sector is expected to remain relatively stable despite the projected global
economic slowdown, geopolitical fragmentation and uncertainties andtodga!

financial conditions. The unexpected chanigegbemacroeconomic projections in

this BPS may pose risks tioe projectedevenue and expenditure.

4. Table 1summarizes the likely impact of changes in the2BPS outcomes
on the fiscal projections.
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Table 1. Fiscal Sensitivity to Key Macroeconomic Variables, FY 2@225 1
2027/28 (Ksh billion)

Revenue Expenditures Budget Balance

2024/25|2025/26| 2026/27 | 2027/28 | 2024/25(2025/26(2026/27\2027/28)| 2024/25 | 2025/26 | 2026/27 | 2027/28
Reduction in real GDP (%) by
1.0% point 123 | -135 | -149 | -166 | 63 | 69 | 7T | 17| 60 | 66 | <12 | -80
Increase in inflation rate (%)
by 1.0% Point 125 | 139 | 155 | 173 | 69 | 76 | 85 | 85 | 56 6.2 e
Depreciation in exchange rate
(Ksh/US$) by 10% 203 | 241 | 279 | 323 | 38 | 43 | 48 | 48 | 175 | 198 | 231 | 269
Increase in value of imported
goods (US$) by 10% 140 | -49 | -53 | -58 | 00 | 00 | 00 | 00 | 140 | 49 | -53 | -58
Al shocks Combined 359 | 165 | 197 | 231 | 40 | 45 | 51 | 51 | 319 | 120 | 146 | 174

Source ofData: National Treasury

5. The reduction of the projected real GDP in 2024 by one percem 6o
percent to 4 percent) has the adverse impact of reducing revenue collection by
Ksh 123 billion in FY 2024/25 Due to the reduced revenuespenditures would
decline by Ksh & billion resulting to arincrease in fiscal deficity Ksh 60 billion

in the same period his shock would persist over the medium term with the decline
in revenues more than the decline in expenditures leading to a highprdfesnted
fiscal deficit.

6. A shock of a one percent increase in the projected inflation rat&Yor
2024/25, from 5.0 percent td6.0 percent, would result in an increase in revenues
and expenditures by Ksh25b billion and Ksh & billion, respectively in FY
2024/25. The higher revenues compared to expenditures would result to an
improvement of the fiscal deficit by K€h6 billion in FY 2024/25. The impact of

the shock would persist over the medium term thereby improving the fiscal deficit
by Ksh7.9billion by FY 2027/28.

7. A 10 percent depreciation of the Kenya shilling to the dallauld have a
higher impact on the revenues as compared to the expendituragv&haes and
expendituresvould increasdy Ksh 2.3 billion and Ksh3.8 billion respectively

in FY 2024/25 thereby reducing the projected fiscal deficit by Kish5 billion.

The effect of this shock would persist over the medium term with the increase in
revenues offsetting the increase in expenditures leading to a lower than projected
fiscal deficit. Fiscal deficit would reduce bgn estimated Ksh&29 billion by FY
2027/28.

8. A shock of 10 percent increase in the value of imported goodse FY
2024/25would increase revenue collection by KshQbillion in the same period.
However, the shock would have a negative effect on revenue collection over the
medium term due to change in consumer behavidte shock would not
significantly affect expenditures

9. Overall, if all the four shocks were to hit the economy concurremtlye FY
2024/25 revenues would increase by K85.9 billion as he movements in
inflation and exchange rate would offset the peked bya slowdown inreal GDP
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growth The adverse impact of the shocks to expenditures would be significantly
lower compared to the increase in reventheseby eliminating the fiscal rishn
the budgefrom macroeconomic shocks.

Assessment of Past Forecast Accuracy of Underlying Assumptions and
Budgetary Aggregates

10. Overall,the actual real GDP growth and revenue projections have been within
their respective set targets for the past three yearsmiitimal deviations as
shown inFigure 1. However, expenditures have been performing below the target
leading to a lower than targeted fiscal deficit.

Figure 1: Deviations in Macroeconomic and Fiscal Aggregates

6.5% 2.0%

6.0%

5.5%
5.0% 7.0%
4.5% 6.0%
4.0%
e ACEL

Real &P

Inflation rate

3.5%
3.0% pros

——Proi. 5 ——Prai.
259 2.0%

2.0% 2.0%
2019/20 2020/21 2021/22 2022/23 2019/20 2020/21 2021/22 2022/23

2,600 3,600

3,400

3,200
3,000
2,800

——Prai. 2,600 ——Prai.

Total reverue (Ksh Billion)
N
=)
2
Total expenditre (Ksh Billiory)

1,600 2,400
2019/20 2020/21 2021/22 2022/23 2019/20 2020/21 2021/22 2022/23

2019/20 2020/21 2021/22 2022/23 = | Bal — 115.0

= -500

= Development -04.3 (D
= 6500

é R rent -71.5 —

: — ACE. -193 _

% -700 Total Expendit
——pra.

= Grants -26.5 (D
I -800

= Ain -4z.0 (D
200

Ord ry Revenue -24.2 -

-1,000 Total R -¢5.1 (D

1,100 -200.0 -150.0 -100.0 -50.0 0.0 50.0 1000 1500
Average Deviations (FY 2019/20 to FY 2022/23)

Source: National Treasury

11. Over the period 20820-202/23, the average deviation between the assumed
and provisional actual real GDP growth rates w@a8 percentage point with a
standard deviation of 8 percentage point. With respect to inflation assumptions,
the standard deviation was a¥ Qercentage point over the four years, with the
largest deviation being recorded in FY 2021/22 atpkrcent mainly due to the

unanticipated inflationary pressures resulting frmmionged drought anekternal
pressuregTable 2).

12. The actual performance of fiscal aggregates against their targets was mainly
below target. Total revenue between FY 2@0 and FY 202/23 fell short of its
targetby an average of Ksh 68 billion. This shortfall was from both ordinary
revenues by Ksh 24 billion and MinisteriatlAA of Ksh 44 billion The average
deviation of total expenditure and net lending between FY9/20land FY
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2022/23 was an underspending of KsB3lbillion. This shortfall was mainly due

to lower absorption in development expenditures by Kshililon and recurrent
expenditures by Ksh 72 billioThe lower recurrent spending is in line with the
fiscal consolidation programme by the Government that targets to curtall
unproductive expenditures.

13. The lowerthanprojected spending on development expenditure poses a risk
to theprojected economic growth arfidcal program. In order to prevent this risk
from materializing and improve efficiency of public investments, the National
Treasury froze initiation of new capital projects until the completion of the ongoing
ones. The Public Investment Management Unitevisure that all capital projects

are planned, appraised, and evaluated before funds are finally committed in the
budget.

Table 2: Deviations in Macroeconomic and Fiscal Aggregates

2019/20 2020/21 2021/22 2022/23* 202324 | Average | Standard
Proj. Act Dev.  |Proj. Act Dev. |Proj. Actual  Dev. [Proj. Prel Actual Dev. Proj |Deviations | Deviations
L Key Macroeconomic Assumptions
Real GDP 4.0% 23%  -16%| 36% @ 37% 01% | 59% 6.2% 03% | 52% 52% 00% | 55% -0.3% 0.8%
Inflation Rate (avg) 5.1% 52%  01% | 51%  57%  06% | 56% 6.9% 13% | 78% 17% 0.1% | 63% 0.5% 0.7%
Exchange rate (Ksh/US$), avg 104.2 108.0 1138 1334
Export growth -03% 17% 10.6% 8.0%
Import growth -5.6% 4.9% 16.4% 3.9%
IL. Fiscal Aggregates (in Ksh billion
Total Revenue 1865 1737 - 128 1838 1804 - 34 2192 2,200 8 2479 2361 - 18| 30711 68 77
Ordinary Reveme 1615 1573 - 42 1579 1562 - 17 18352 1918 66 2145 2041 - 104 2625 4 46
AiA 249 164 - 8 259 41 - 18 340 82 - 59 333 319 - 14 446 |- 4 61
Grants 35 20 - 15 73 31 - 41 63 31 - 32 42 23 - 19 47 |- 27 31
Total Expenditure 2818 2565 - 151 2887 2769 - 118 3,286 3008 - 258 3367 3221 - 146 3903 |- 193 219
Recurrent 1777 1645 - 132 1820 1813 - 6| 2227 2135 - 92| 2368 2312 - 56| 2760 7 93
Development 678 595 - 84 668 557 - 111 658 540 - 117 561 494 - 67 718 |- 95 105
Domestic 450 397 - 33 418 390 - 28 411 378 - 3 337 34 7 438 |- 27 39
External 228 198 - 31 251 167 - 84 239 62 - 78 194 138 - 56 250 |- 62 68
Net Lending 1 1 0 - - - - - - 16 - 4 19(- 1 0
Equalization Fund - - - - - - 7 - -1 14 - - i 11]- 5 4
County Allocation 362 325 - 37 399 399 0 401 352 - 49 436 46 - 21 4241- 27 335
Balance - 918 - 797 121|- 976 - 929 471- 1031 - 785 246 (- 846 - 800 46 (- 785 115 161
Financing 918 71 - 117 976 950 - 26 1,031 748 - 283 846 770 - 76 785 |- 128 180
Net Foreign Financing 34 340 16 418 33 - %4 343 143 - 201 363 3 - 52 362 |- 83 128
Net Domestic Financing 594 450 - 144 559 617 68 688 605 - 8 484 460 - 24 423 |- 46 103
Memo Items:
Nominal GDP (Ksh billion) 10,197 10526 330 | 11169 11256 88| 12844 12698 - 146 | 14336 14274 - 61| 16,132 52 214

Source: National Treasury

14. The Kenyan economglowed down to a growth of 5.2 percent in FY 2022/23
from a growth of 6.2 percent in FY 2021/22 mainly due to three noajustraints
affecting the economy during the period. These includgssia and Ukraine
conflict that disrupted global trade leading to increased fuel, fertiliser and food
prices; the lingering effects of the COWI® pandemic; and a severe drought
witnessed in the region and most parts of the country

15. The economy is projected to recover tb percent in FY 2023/24ith a 95
percent confidence level ranging betw@enpercent an@.9percent at @ percent
standard deviation. The economy is projectegttov by 5.5 percent iRY 2024/25

at a growth range of arourdl percent and.9 percent using the same standard
deviation at 95 percent confidence interfiagure 2).

16. There is a 95 percent chance that the forecasted total revenue ®0K3!38
billion in FY 2023/24 will be within the actual revenue range of K216.8billion
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and Ksh 2868.7 billion and a 50 percent possibility between K&h03.1billion
and Ksh 2982.4billion with a standard deviation of Kst¥ billion. The Projected
revenue 08,445.6billion for FY 2024/25 will fall at an actual range of Ksh&1,9.8
billion and Ksh3,271.5billion at 95 percent confidence interval.

17. The forecasted expenditure of Ksi®@}.9billion in FY 2023/24 has a 95
percent chance to range between Ks303.4billion and Ksh 306.3billion with
a219.0billion standard deviations. The expenditure is projected to increase further
in FY 2024/25 to Ksh4,198.8billion and to range between Kégt597.4billion and

Ksh 3800.3 billion at 95 percent confidence interval. The fiscal deficit will
therefore fall between Ksh,129.2 billion and Ksh500.4 billion in FY 2023/24

and between Kshl,018.3billion and Ksh389.6 billion in FY 2024/25 at a 95
percent confidence interval.

Figure 2: Confidence Intervals

Total revenue(exc Grants) . ;
3 445800 Total expenditure and Net lending 4500
20 § -
- c
= 2
2100 2 =
5 o
200 ¢ E
2 £
o < 3
2
2500
" . T - ‘ 1200
FY FY FY FY FY FY
2019720 2020021 2021722 2022123 2023724  2024/25* 2000
FY 201920 FY 202021 FY 2021722 FY 2022723 FY 202324* FY 2024/25*
Budget Balance 1300 Real GDP Growth 8.0%
1200 0% €
1100 5| 6.2% N
Q 6.0% 2
= [
1000 5 50% &
900 T
g 4.0%
800 o .
600 z : : : : 20%
FY FY 202021 FY 2021722 FY 2022123 FY FY
; T . . T 500 2019/20* 202324 2024/25*
FY FY FY FY FY FY
" " . " 95% Confidence 90% confidence m85% confidence
2019720 2020/21  2021/22* 2022023 2023/24*  2024/25 m70% confidence 50% confidence — Actual GDP

Source of Data: National Treasury

SPECIFIC FISCAL RISKS

18. This section covers specific fiscal risk that Kenya faces and elevates the
importance of effective risk management. The specific fiscal risks include:

a) Fiscal Risks Associated with Public Debt;

b) Fiscal Risks Arising from Accumulation dfational Governmeidt ending
Bills;

c) Crystallization of Contingent Liabilities;

d) FiscalRisks Related to Devolution;

e) Climate Change Related Fiscal Risks to the Econamng

f) Other fiscal risks.
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a) Fiscal Risk Associated with Public Debt

19. Kenya debt sustainability is vulnerable to exogenous shocks e.g, export
revenue patterns and exchange rate. To reduce debt vulnerabilities, the
Government has committed to reliance of concessional borrowing to finance
capital investments. Additionally, &esidy and strong inflow of remittances and a
favourable outlook for exports will play a major role in supporting external debt
sustainability.

20. Performance of the economy and public revenues has a direct impiéet on
debt sustainability. A slowdown in the growth of the economy worsendetbie
sustainability indicatordViarket pressures due to the monetary tightening in the
USA and Europe have led reduced access to the international capital market. This
may hinder the Government from mobiliziresources to finance the budget.

21. High inflation rates stimulated high interest rates environment both
international and domestinarkets making borrowing costly. This may hinder the
Government in performing liability management operation on its debt portfolio and
also increase the debt service costs on the existing portfolio. The Government will
continue to monitor the market cotidns before performing any liability
management operations.

22. Limited access coupled with illiquid international capital market and domestic

mar ket may hinder the Governmentos plan to
there is need for adequate prioritizations and rationalization in the budget should

resources ndte available. In addition, the @oing implementation of reforms in

the domestic debt market are expected to support Government against the
downsi deds risks emanating from external
though costlier funding source.

23. The risk of depreciation of Kenya shilling against major currencies may
increase in the cost of debt service as over 50 per cent of the total debt portfolio is
from foreign currenciedHigh interest rates have implication on the fiscal policy

as a larger proportion of revenue may be used to service debt. There is also
increased refinancing risk as most investors of new debt are increasingly preferring
shortterm maturities due to unceirtéy in the movement of interest rates.

24. Materialization of fiscal risks and contingent liabilities arising from state
owned enterprises debts remain a key risk to the budget. Continuous monitoring of
these exposures is critical to avert any risks before they materialize.

b) Fiscal Risks Arising from Accumulation of National Government
Pending Bills

25. The PublicFinance Management Act, 2012, Section 74{4gtates that an
Accounting Officer engages in improper conduct in relation to a national
government entity if the officer fails, without reasonable excuse to pay eligible and
approved bills promptly in circumstances where funds are provided for in the
budget. According to Section 94 (1) failure to make any payment as and when due
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by a State organ or public entity is an indicator of a serious material breach or
persistent material breach of the measures established under the Act.

26. Despite numerous Circulars and Directives by the National Treasury requiring
Ministries, Departments and Agencies (MDAS), State Corporations to prioritize
payment of pending bills and the requirement that pending bills should form the
first charge of the ldget, the level of compliance has been very low.

27. The total outstandiniational Governmemntending bills as at $0June, 2023
amounted to Ksh 567.Dillion comprising of Ksh 443.8illion for State
Corporations an&emiAutonomous Government Agencies, and Ksh 128li@an
in respect of Ministries, Departments and Agencies as sholabie 3 and 4.

28. The National Treasury has devised a strategy to avoid the persistent problem
of pending bills. The strategy involves verification of the current stock of arrears
and identifying their underlying causes. This will help the Government to bring the
issue of ending bill to finality by identifying system changes necessary to avoid
accumulation of arrears. Towards this end, the National Treasury with the approval
of the Cabinet has established a Pending Bills Verification Committee to carry out
a thorough analys of the stock of National Government pending bills.

29. The Committee will identify causes of pending bills and make
recommendations on policy, legal framework and procedures it considers
appropriate to curtail escalation of and avoidance of pending bills. The Committee
will also identify the causes of the pendirilistand make recommendations to the
National Treasury on the necessary actions to be taken for satisfactory disposal or
settlement of the identified pending bill.

30. In addition to the above, there are other special areas pending bills which
include:

a) Pensions ArrearsThe Retirement Benefits Regulations require pension
contributions be remitted to a custodian or guaranteed fund within ten days
of every calendar month. According to the Retirement Benefits Authority,
as at 3 June, 2023, the outstanding public sector schemes contributions
amounted to Ksh 40.8 billion excluding penalties and interest charged for
late remittances.

b) Legalliabilities: The legal arrears are handled by a taskforce in the Office
of the Attorney General and Department of Justice. As at June, 2020, the
total legal bills amounted to Kstb0.95billion. It is notable that legal bills
are very fluid and some have since been paid while others have arisen from
court and arbitral awards.

c) Tax RefundsThe Kenya Revenue Authority had reportedrefund claims
amounting to Ksi.6.34billion as at 3% October, 2023 comprising of Ksh
2.75 billion income tax anksh 13.58 billion in respect of VAT.
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Table 3: Status of Pending Billsfor National Government MDAs as at 3@

June, 2023
Latest Pending Bills as at 30th June 2023
Submission Prior Years Bills incurred in the |Total Quistanding
Pending bills 2s( Amount Paid in | Ineligible | Outstanding  |FY2022:23 Pending Bills a3
- at30thdune  [the FY202223 |Bills Bills a8 at 30th at 30th June 2023
Vote Ministryl State Department! Agency m June 203
A B ¢ D E=BLD F G=E+F
Kshs| Kshs| Kshs| Kshs| Kshs| Kshs]
10| The Presidency - Nairahi Metropalitan Service (NMS) HOB2023 [ 14814 008078) 3 180,111 189 11633896 09 - 1633066 909
1011|The Presidency - HQ HOB2023 [ 121896393 220971363 007 982572 863,007 522) 1,861,080 0%
1012 0ffce of the Deputy President 1082023 36,825 588 36,825 588
1013|Office of the Prime Cabinet Secrelary 14082023
1014) State Department for Parliamentary Afairs 14082023
1015) State: Department for Performance and Delivery Management 14082023
1016]State: Department for Cabinet Afairs 1082023
1017|Stale House: 10803 - - - - -
1026| State: Department for Intemal Security & National Administation M0T2003 | 3909623,109) 2960565 216 49057 893 T4 55T| 212353450
1023 State Department for Conectional Services BO0T3| 55203519 552039 519 104 300902) 15064042
1024) State: Department for Immigration and Ciizen Services 14071203 - - 1313208464 1,313,208 464
1025| National Police Service BOT003( 181697030 1.816.970,3% 4071907 382) 6088967772
1032|State Department for Devolution BOT003 | 1232054859 - 1,232 854 859 15,300007| 1,248 47088
1036| State Department for the ASALS and Regional Development JOT[ 31M097T) 40705 3,112,689 809 5004 205 013| 6666005722
1041| Ministy of Defence 072003 | 1,755,046, 240) 1,755,046 240 - OTRT0TRT| 98T 0T8N
1053|Stale: Department for Foreign Affars HOB2023 | 701,161.9% 70116199 1,.366,179.906| 2,067 341,01
1054) State: Department for iaspora Afairs 1107202 92184 582 92184 582
1064) State: Department for Vocational and Technical Training 14012003 - - - -
1065| State: Department for Higher Education and Research BOTNR[ 40163357 40 163,357 H8933,328) 159,096 685
1066| State: Department for Basic Education BOTB| 402023 42009923 676280 436005512
1071|The National Treasury 0708|285 362813 2856 352 873 1853552 157|  6,709,305,030
1072|State Department for Ecanomic Planning 08.08.2023 3513983 3513983 1,676,000 5,180,983
1082| State Department for Medical Services 03.08.2023 [ 5009170468 5,000,170 468 951751099) 5,960,921 368
1083) State: Department for Public Heatth and Professional Standards AR 0343121 262343712
1091)State: Department for Roads 09.08.2023 - - - -
1092, tate Department for Transpor 12012003 [ 6,147 42,276 6,147 242 276 102.018,029)  6,249.260,305
1093| State Department for Shipping and Martime: Afiairs 07072023 4000200 4000200 1,776,980 10,777,180
1095| State Department for Public Works 082003 | 803,809 557 803809 557 U4RBAT0) 1048 4340
1094 State Department for Housing & Urban Development 60712003 [ 1,366,954 769 1,356,954 769 1457 911,203 2824865972
109 State Department for Water & Sanitaion 09.08.2023 71468127 7468127 107,160581) 224628708
104) State: Department for Imigation 14.08.2003
1332) State: Department for Foresty 09.08.2023 - - - -
1331) State Department for Environment & Climate Change 0082003 122145115 12145115 0139 13,156,506
12| 3tete Department for Lands and Physical Planning (8082003 [ 567 400 014 567490 014 78.1516)  745,661530
1122) State: Department for Information Communication Technology & Digtal § 26.07.2023 | 189528.4% 189,528 49 45152 74 034,681,286
123) State Department for Broadcasfing & Telecommunications BOTA02 | 1,309,264 1,305,296 429 1,305,296 429
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Latest

Pending Bills as at 30th June 2023

Submission Prior Years Bills incurred in the | Total Qutstanding

Pending bills as| Amount Paid in | Ineligible Outstanding  |FY2022-23 Pending Bills as

- at30th June  [the FY2022123 |Bills Bills as at 30th at 30th June 2023

Vote Ministry/ State Department/ Agency 0 June 2023
A B c D E=B-C-D F G=E+F

Ksh| Kshs| Kshs| Ksh| Kshs| Kshs|

1132|State Department for Sports 02082023 | 1,142,662,980 - 1,142,662 980 18,160,794 1,160,823 774
1134|State Department for Culture and Heritage 2407 2023 48,005,414 12.132,042 35,923,372 10,664,942 46,588,314
1152|State Department for Energy 25.07.2023 - - - 949 489 949,489
1162|State Department for Livestock Development 2407 2023 189,631,207 157 424 438 32,206,769 212,210 571 244 417 34
1169|State Department for Crop Development 24072023 | 12,568,340,395 12 568,340,395 3,505,719,806|  16,074,060,200
1166/ State Department for the Blue Economy and Fisheries 31.07.2023 109,199,310 109,199,310 47 541,11 156,740 41
1173|State Department for Cooperatives 2507.2023 - - 11.401,098 11,401,008
1174|State Department for Trade (8.08 2023 38.452,189 38.452,189 14,341 415 52,193,604
1175|State Department for Industry (1.08.2023 25,104,402 25,104,402 57,11 921 82,826,329
1176|State Department for Micro, Small and Medium Enterprisess Developmdq 11.08.2023 -
1177|State Department for Investment Promotion 17.07.2023 - - - -
1184|State Department for Labour and Skills Development 207.2023 2461934 2461934 81,792,765 106,412,099
1185|State Department for Social Protection and Senior Citizens Affairs 01.08.2023 82,045,719 82,045,719 11,344 625 93,390,344
1192|State Department for Mining 20.071. 023 46,393 688 - 46,393,688 50,781 478 106,175,166
1193|State Department for Pefroleum 20.07.2023 209,835,911 37,076,514 172,759,397 608,000 173,367,397
1202|State Department for Tourism 26.07.2023 17,848,628 17,848,628 53,168,575 71,017,203
1203|State Department for Wildlife 7.07.203 | 2715987161 2,715 987 161 2,715,987 161
1213|State Department for Public Service - NYS 28042022 | 14,578,189 581 - 14 578,189,581 14 578,189,581
1213|State Department for Public Service - HQ 1072023 1478128901)  1,319,549,680 158,579,220 407 807,072 566,386,202
1212|State Department for Gender and Afirmative Action 207.2023 5032816 5032.816 21,947 908 26,980,724
1135|State Department for Youth Affairs and the Arts 31.07.203 66,186,271 - 66,186,271 26,091,836 92,278,107
1221|State Department for East African Community 2407 2023 16,472,880 916,980 15,555,900 51,054,183 66,610,083
1252|State Law Office and Department of Justice 2007.2022 52,782,046 52,782,046 52,782,046
1261| The Judiciary 31.07.203 223,235 174 223,235 174 335,389 675 558,624 849
1271|Ethics and Anti-Cormuption Commission (EACC) 17.07.2023 35,061,073 35,061,073 124,008 114 159,059,187
1281|National Intelligence: Service (NIS) 10.07.2023 - - - -
1291|Office of the Director of Public Prosecutions 407.2023 0T TH 01779 147,063,154 178,080 949
1311|Office of the Registrar of Political Parties 14.07. 2023 37,246,007 37,246,007 1,461,649 38,707 676
1321|Winess Protection Agency 207.2023 - 2416383 2416383
2011|Kenya National Commission on Human Rights 18.07.2023 12,888,513 12,888,513 28,103,404 40,991 917
2021|National Land Commission (1.08.2023 531,496,362 531,496,362 216,090,046 747,586,408
2031|Independent Electoral and Boundaries Commission 03.08.2023 | 1,804 595670 1,804,595 670 3,618,165,970 5422761 640
2041|Parliamentary Service Commission 14.08. 2023 152,814 517 - 152,814 517 240 414 048 393,228 565
2042|National Assembly 2007 2023 290,665,301 277,197 198 13.468,103 17,163,826 30,631,929
2043|Parliamentary Joint Services (3.08.2023 540,153,628 540,153,628 876,315,563 1416469191
2044|Senate 14.08. 2023 - - - -
2051|Judicial Service Commission 17.07.2023 18,781,934 18,781,934 3594 274 22,376,209
2061|Commission of Revenue Allocation 07.07.2023 2,767,933 - 2,767 933 6,561,772 9,329,705
2071|Public Service Commission 11.07.203 60607 562 58,733,174 1,874 388 34,009,400 34,009,400
2081|Salaries and Remuneration Commission 07.07.2023 744 160 744 160 2,303,651 3,047,811
2091|Teachers Service Commission 01.08.2023 - - 2.578,127 886 2 578,127 886
2101|National Palice Service Commission 11.08.2023 527 260 527 260 - - -
2111]Auditor General 24071 083 107,574,901 107,574,901 28,118,784 135,693 685
2121|Controller of Budget 2407 2023 - - 2,969,000 2,969,000
2131|Commission of Administrative Justice 2407 2023 5533492 448 700 5,084 792 6,694 879 11,779,671
2141|National Gender and Equality Commission 24.07.2023 - - -
2151|Independent Policing Oversight Authority (8.08.2023 448179 - 448 179 448 179
GRAND TOTAL 85,283,269,047| 10,001,580,619 2,401,648 | 75,279,286,780 48,626,145,880 | 123,905,432,661

Source: The National Treabyi
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Table 4: Pending bills forthe Month of June 2023

Payables

Principal Amount

Penalties Interest

Total Amount

Projects - Confractors

154,480,154,766 .27

4,582,518,255.92

159,042.671,022.19

Projects - Consultancy

3,042,108,482 50

11,867.878.07

3,053,976,360.57

Projects - Land Compensation 42 545 609,736.06 0 42 545 609,736.06
Projects - Retention/Contract Manies 1,410,743, 809.82 0 1.410,743,809 .82
Consumables & General Supplies 31,072,554 614 26 0 31,072,554 614 26
Cther Contracted Services 43,144 759 407 .21 0 43,144 759 407.21
Utility-Water 312,123,389.39 0 312 123,389 39
Utility-Electricity 1,577,003,357 06| 0 1,577,003,357 .06
Pension Arrears - Employer Contribution 41,920,894 023 67| 134,294 244 92 42 055,188,268 59
Staff Loan Deductions 1,781,223,776.99 0 1.781,223,776.99
Sacco Deductions 2.358.663,356.36 145,432,051 2.504 095 407 .36
Persaonnel Emolument Arrears 8.924 842 092 .35 0 8.924 842 092.35
Dividends 781,220,517.30 0 781,220 517 30
Surpluses 226,733,866 0 226,733,866.00
Cash Call 100,000,000 0 100,000,000 00
Directors' Fees 4 372,327 10 0 4 372,327 10
Fees 792,633,312 0 792,633,312 .22
NHIF 33,291,184 .07 0 33,291 184 07
NSSF 165,588,031 05 15,875,809 181.463,840.05
HELE Deductions 1,014,674 .59 0 1,014 674 59
Levies 1,551,553 567 18 0 1,551,553,567 .18
Land Rates 197,936,088.55 41,864,299 239 800 387 55
Lease/Rental 55,969 384 05 0 55,969,384 05
Taxes: Value Added Tax 8.832 395 646.25 1,898,141 8.834 293 787 .25
Taxes: PAYE 20,001,311 748 04 157,096,149 20,158,407 897 .04
Taxes: Corporation Income Tax 673,742 417.00 0 673,742 417 .00
Taxes: Customs 61,292 143.25| 0 G1.292,143.25
Taxes: Excise 10.668,111.585.00 0 10,668,111,585.00
Taxes: Withholding Tax 1,493,504,162 .12, 681,882 1,494 186,044 12
Licenses 408,987 662 64 0 408,987 662 64
Pension Actuarial Deficit 4.171,996,241 579,612,000 4 751,608,241 00,
Court Awards 87481 243 88 0 87,481,243 88
Litigation Costs 499 640,427 39 0 499 640 427 39
Principal Payments - Gok On-Lent 15,067 192 727 920,400,699.79 15,987.593,426 .94
Principal Payments - GoK Direct Loan 1,414,022 629 .46 0 1,414,022 629 48
Interest Payments - GoK Direct Loans 13.954 407 279 0 13,854 407 279.00
Principal Payments — Commercial Loans 7,487 52807979 1,004,464 705 8,581,992 784 78
Interest Payments - Commercial Loans 6,376,024 19919 3.093,683,385.35 9 469 707 584 54
Bank Overdraft 5,112,898 649 .85 0 5,112,898 ,649 85
Letter of Credit 280,650,284 0 280,650,284 00

Total

433,072,180,889.06

10,759,687,500.04

443,831,868,389.10

Source: National Treasury
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c) Crystallization of Contingent Liabilities

31. Contingent liabilities are potential liabilities that may occur depending on the
outcome of uncertain future event. They are not reflected in the BPS financial
position butmust be given adequate disclosure. However, a contingent liability is
only recorded in the financial statements if the contingency is probable and the
amount of the liability can reasonably be estimated. Contingent liability can be
explicit or implicit. Explicit contingent liabilities are specifi€éGovernment
obligations established by law or @ntract authorized by law. Theo@ernment is
legally mandated to settle such an obligation when it becomes due. On the other
hand, implicit contingent liabilities represent a moral obiayabr expected burden

for the Gvernment not in the legakense bubased on public expectations and
political intervention.

32. Contingent liabilities are frequently not recorded directly in the budget and
thus are not subjected to budgetary oversight. These could lead to poor
quantification of Contingent Liabilities and the possibility of large unplanned
expenditures if the guartee crystallizes. There is need therefore to monitor these
contingent liabilities to avoid fiscal difficulties in the budget year in the event they
happen.

I.  GovernmentOwned Enterprises GOES)

33. Under the State Corporations Act, Government Owned Entities, formally
known as state corporations, have legal capacity to contract debts and other
liabilities to finance their requirements. Approvals to procure such loamsver,

must be obtained from the Parent/line Ministry with concurrence from the National
Treasury as per the requirement of the State Corporations Act. Government loans
to GOEs are either direct or ¢ent. Direct Loans refers to the loans that the
Govenment loans to GOEs from the Exchequer resources whilee@nLoans

refer to those loans that the Government borrows on behalf of GOEs.

34. While Government at times has stake in GOEs and GLCs, its contractual
obligations may be limited. However, due to strategic nature of those entities in
view of the national interest and the overall impact of their failure to the economy,
the Government malge morally obliged to bail out these entities in case they are
in financial distress. This may pose serious fiscal risk and challenge to budget
implementation.

Governance

35. The Government has continued to strengthen GOEs corporate governance
through Mwongozo guidelines and subsequent trainings on the same, to improve
governance. Further, the Government recommended establishment and
operationalization of audit committees andkrmanagement frameworks for
Government entities including the GOEs. The Public Finance Management Act
and the Public Audit Act are geared towards enhancing effective financial
management and oversight for efficient delivery of strategic objectives by
Government entities. In addition, the Capital Market Authority issued Regulations
under the Capital Market Act (Cap 485) on code of governance requirements to be
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observed by all companies listed at the Nairobi Securities Exchange (NSE)
including listed state corporations. These have enhanced accountability,
transparency and full disclosure of companies listed at the NSE part of which
include the listed GOEs and Gk.

Privatization

36. Government Owned Enterprises face a number of challenges including: i)
Inadequate capital for investments and working capital due to dwindling
Government Resources to invest in those entities; ii) Limited expertise in
Government on business and Commer@alerations; iii) use of outdated
technology due to lack of capital for investments; iv) Dual mandate of regulatory
and commercial functions in some entities; and v) Government crowding out the
private sector in production of good and services hence lackmpetitiveness
leading to inefficiencies; among others.

37. In order to address the challenges faced by Government Owned Enterprises,
the Government has embarked on the process of privatising and restructuring of
these entities. Following the enactment of the Privatisation Act 2023, the
Government is desirous tostarack the privatisation of Governme@twned
Enterprises (GOEs) and Government Linked Corporations (GLCs). As part of the
process, the Government has identified and proposed eleven (11) entities to be
included in the 2023/2024 Privatisation Programina ith the provisions of the
Privatisation Act 2023. This privatisatio
efforts for fiscal consolidation and spurring economic development through:
Raising additional revenue; Reduction in the demand for Governmenircesp
Improvement of regulatory framework in the economy by unbundling regulatory
and commercial functions among some entities; and Improvement of efficiency in
the economy by encouraging more participation of the private sector hence make
the economy merresponsive to market forces and competition; among others.

Fiscal Risk Analysis of Government Owned Entities (GOEs)/State Corporations

38. GOEs can be a major source of fiscal risk to public finances if they
underperformed financially. In FY 2021/2022, fiscal risk analysis was performed
on a sample of eighteen GOEs whose report identified and disclosed the fiscal risk
exposure to the Government.

39. In the eighteen major GOEs, detailed financial evaluations and the assessment
highlighted a number of fiscal risks that could materialize. These stem primarily
from liquidity challenges resulting from unfavorable revenue and economic
performance. They algeflected a high liquidity risk demonstrated by their quick
ratios. Current ratios being less than one, implying their inability to service short
term obligations as and when they fall due. Subsequently, fourteen (14) GOEs were
found to have accumulatedzeable arrears/pending bills. These GOEs were
chosen, given their size and strategic importance to the economy and society, thus
holding high implicit risk to Government in that many of them are too strategic to
fail.

40. In 2023/2024 FY, the National Treasury is undertaking financial evaluation
for fifty (50) GOEs, using their 2022/2023 FY audited financial statements and
report the put come to the fiscal risks Committee by end of June 2024. Further, the
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National Treasury has customized the IMF Health Check tool in the Government
Investments Management Information Sys{&tMIS) that is being applied in the
process of undertaking the financial analysis.

41. Debt stricken GOEs, constitute a potential source of fiscal Risk. However, the
Government is cautious in issuance of guarantees and other support measures to
state corporations upon such requests. However, as the principal owner of all the
GOEs, the Govement is naturally the underwriter of the risks that they face.

42. The National Treasury has guaranteed a number of GOEs and GLCs. As at

30" June 2023, only three entities had their loans guaranteed by the Government

amounting to approximately Ksh 170.229 billion, amongst which are the Kenya
Airways | oans which were as a result of n
over by the Government.

43. Total undischarged GoK Loans to GOEs stood at Ksh 961.683 billion by the
end of theFY 2022/23 compared with Ksh 916.762 billion reporteBYn202122.

The commercial loans borrowed by some of the Government Owned Entities on
the strength of their balance sheets amounted to Ksh 105.523 billibilY in
2022P3.

44. Pending Bills among the state corporations remain high, with records showing

Ksh 443.596 billion as at 8Qune, 2023. Some of the major pending bills include;

Unpaid contractor so f 863 Hllom undisshangdad a | pr oj
tax obligations amounting to Ksh 41.890 billion and unremitted employer pension
contributions at Ksh 42.055 billion

ii.  Public Private Partnerships (PPP) Projects

45. As one of the strategic and sustainable approaches towards managing the
current pressed fiscal space in meeting the planned development and investment
targets of the government, Public Private Partnerships is key in realizing fiscal
affordability and sustaability for public infrastructure funding. This is by
enabling government access to a more diversified less risky fundidgglafice

sheet financing, providing Government with flexibility to-akocate its own
revenues to the urgently needed infradite development projects. The
Government has dedicated its efforts in supporting projects with greater economic
impact like on lowcost housing, provision of water, improving agricultural
production, promoting decent healthcare services, ports, roatgyesectors and

the development of Special Economic Zones (SEZs) as per the BETA priorities.

46. Currently, the PPP Directorate has a pipeline total of 31 projects at various

stages of the PPP project cycle, with most of them being at procurement stage.

With these PPP pipeline projects, the Government envisages mobiliglgoK

bi 1l ion within the next FY 2024/ 2025. Wi t h
most of the infrastructural developments through the PPP framework, it plans to

work with the private sector to develop projects in priority sectors which include

Water, Transpdr Ports, Housing, Industrial parks, Renewable energy,

Agriculture, ICT, Aviation, Hospitals, amongst others.

47. The summary of the targeted sector projects is here below:
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a) The Water seor - rolling out of water and irrigation projects ftre next
financial years has started with a number currently under the project
development stages. Most of the projects in water and irrigation are being
prepared as Privately Initiated Proposals (RIPs)

b) Energy sector there are two projects und@Ps to support electricity
transmission lines currently under project development phase (i) Africa 50
covering 16%m-400KV along Losuk Lessos; Kisumii Musaga 72 KM
-220KV. The Projects estimated to cost USD.313.25 millioKsh 44
billion); (ii) Adani Energy Solutions Ltd planning to do 197KIMI00KV
along Gilgil i Thika7 Malai Konza; 101KM220KV along Rongai
Keringut Chemosit; 90KM1 132KV along Menengaii Olkalau 1
Rumuruti; 400/220KV sub stations at Lessos and Rongai; and 132/33KV
thuri dibuoro substatiarEstimated cost D 907million (Ksh 127billion);
and

c) Roads and Transport secfioMobilization of private sector resources to
develop and expand key trunk networks in the country, such as the
MombasaNairobi Express way, which is at advanced stages of
preparations, having been granted 1st stage approva¢ iBRP Committee
recently and therefore ready to progress to project development phase.
Estimatedcost is USD 3.6 billionThere is also JKIA Terminals 1E and 2E
which are at Feasibility Study phase, with the project implementation
targeted to commence in FY 2024/2026e Roads and Transport projects
are intended to alleviate congestion, improve safety and enhance
connectivity to boost trade and investment.

48. There are potential fiscal risks associated withRthblic Private Partnerships
projects including possible breaching of contract obligations, unfunded additional
obligations and those stemming from movements in inflation and exchange rate
To mitigate these risks, tl&overnment will reduce impleméation bureaucracy,
strengthenPPP institutions, improve governance, promote the framework for
balancing risks with affordability and value for money while guaranteeing rapid
service delivery through cutting down execution timelines and promoting local
contents for greater national ual capture in PPPS.

49. As part of derisking public investments in respect to capital mobilization for
infrastructure development, the Government will continue to provide Government
Support Measures (GSMs) to private investors in PPP projects in the form of
Letters of Support (OSs), Partial Risk Guarantees and Indemnity Agreements. To
date, a total of fifteen projects have been issued with GSMs.

d) Fiscal Risks Related to Devolution

50. County Treasuries are required under Section 107 of the PFM, Act 2012 to
manage their public finances in accordance with the principles of fiscal
responsibility. Among the fiscal responsibility principles set out in Section 107 (2)
is the requirement fohe County Treasury to manage its fiscal risks prudently. A
number of fiscal risks that require prudence in its management by tetyCo
Governments are as follows
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i) County Governments borrowing through overdrafts from commercial banks
and other loan facilities (using different namestfa financial securities)
without guarantee from the National Treasury

i) Pending Bills for Statutory deductions more especially pensions posing a
huge challenge to the social security of the pensioners who may retire
without a pension

iii) Delays in enactment of crucial laws for tBeunty Governmentéoth at
the county level anthe National Government level);

iv) Overreliance of th€ounty Governments equitable share which exposes
the counties to fiscal shocks occasioned by delays or failure by the National
Treasury to raise the projected revenues

v) Below potential OSR which results to unfunded budgets resulting to
accumulation of pending bitl&nd

vi) Accumuldion of pending bills over time.

e) Climate Change Related Fiscal Risks to the Economy

51. Kenya is currently experiencing the effects of climate change, and this is seen
predominantly in increasing temperatures and increased rainfall variability among
other impacts including sea level rise. Averageperaturesn Kenya have
increased by just over 1 degree Celsius since the 1950s. The National Environment
Management Authority of Kenya (NEMAnotes that the average number of hot
days and nights per year have increased by about 15.6 percent and 31 percent
respectively between 1960 and 2003. Kenya has also experienced incagda#d
variability with an increase in both extreme rainfall evemisyughts and a
shortening of seasons coupled by an overall decrease in annual rainfall amounts
over most parts of the countriPrecipitation patterns vary across Kenya, with
highland areas receiving heavy rains, while low plateaus and arid areas remain
relatively dry Since the 1960s, rainfall variability has increased, exacerbating the
contrast between the highland wetter regions in the west and lowland dryer areas
to the east. Observed extreme rainfall events have become more common and
intense, with more prolongedneds of drought in arid areas since 2000 (NEMA,
2015).

52. The main climatgelated natural disasters that adversely affect the population
include droughts, and floods. Major droughts now recur roughly evéryears
compared to a-year cycle observed in the pasigure 3shows the recent increase

in these events. These events lead to increased food insecurity, water scarcity,
reduced economic output, loss of life, loss of biodiversity, resehased conflicts
especially among pastoral communities, and increased damiaf@structure. A

recent severe drought was experienced in ZZRg&ollowing 5 consecutive failed

1 National Environment ManagemeAuthority (2015). KenyaSecond National Communication
to the United National Framework Convention on Climate Change. URL:
https://unfccc.int/sites/default/files/resource/Kennc2.pdf
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rainy seasons), comes after severe flooding in 2W@&MD 2022; 2023). Recent
trends have shown an uptick in these events, and climate change is expected to
further increase the frequency and intensity of these events.

Figure 3 Annual Frequency of Natural Disasters in Kenya, 1982022
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Source: IMF Climate change dashboard, EMT!, CRED / UCLouvain, Brussels, Belgium.

53. Climate impacts are spread variably across the country, with geographical
features in Kenya resulting in diverse climates across the country. In general,
coastal areas are warmer than the milder temperatures in inland and highland areas.
Precipitation is Hiected by altitude, as well as by teleconnections with sea surface
temperatures that increasingly are warming, tropical cyclones and advection from
the Congo basin. As such the western highland regions experience higher
precipitation, while eastern lelying regions receive lower rainfall amounts on
average annually. Therefore, a thorough examination of the evidence and impact
of climate change across various regions will be important in determining the
impact of specific fiscal risks and appropriate naitign and adaptation measures.

Long Term Climate Change Fiscal Risks

54. Rising temperatures associated with climate change will have increasing long
term impacts for both the economy and sustainability of public finances, increasing
fiscal risks. The impact of higher temperatures on economic growth is assessed
based on empirad analysis of past temperature changes on growth, and the
consequent impact of slower economic growth on fiscal projections to assess
building fiscal pressures. The assessment of the impacts of climate change is
undertaken through to the end of the cgntgiven the slow onset nature of climate
change impacts on the economy and public finances, which builds slowly over time
to result in significant, compounding impacts.

55. The analysis demonstrates the impact of four different scenarios of
increasingly severe climate change impacts, against a baseline which reflects the
continuation of the current economic and fiscal path in the absence of climate
change.Table 5 describes the scenarios and expected increases in temperature
globally and for Kenya.

[ The International Disaster Database {EMT), available at: https://www.emdat.be
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Table 5 Climate Change Scenarios Kenya

Scenario

Description

Temperature
Degrees Celsius

Change

202132050 20212100

Paris: This scenariq aims to limit the glob
SSP12.6 temperature rise to below Z above pre 1.0 1.0
) industrial levels by the end of tieentury.
In this scenario, emissions follow curre
trends, peaking and stabilizing by the enc
.| the century. It assumes that countries
Moderate: L . : e
SSP24 5 ma_ln_taln thelr_ current cllrr_]r?lte mltlgatlc 1.2 1.6
policies but will not takeadditional actions
to meet their Paris Agreeme
commitments.
Countries reduce their current clime
High: mitigation efforts, resulting in limite 14 29
SSP37.0 energy efficiency enhancements g ' '
continued reliance on fossil fuels.
This scenario follows the emissions path
Hot: the high scenario. However, it adopts
SSP37.0, | 90th percentile of temperature increa 19 59
og" among all climate models for the SSP.B ' '
percentile | emissions, rather than the avera
temperature projection.

56. The impact of climate change reduces GDP growth through lower productivity
growth, through several transmission channels, with more severe climate impacts
associated with larger reductions in GDP. Key transmission mechanisms include:

1) Higher depreciation of the public and private capital stock. Higher and more
volatile temperatures and changing precipitation will degrade roads, power
transmission lines, machinery and equipment and floods and landslides can
damage or destroy assets,dlivhich degrade the capital stock.

i) More frequent and severe climate induced natural disasters. Kenya
experiences floods, droughts and landslides. Increases in the frequency and
severity of these events would be expected to lead to more adverse economic
outcomes.

i) Reduced hours worked and effort. Hotter days can reduce productivity,
through decreases in the number of days or hours employees are able to
work effectively and may also result in worsening health outcomes
(including through increased spread of diseassels as malaria, cholera and
typhoid).

Other longetterm effects on economic structure and productivity. For
example, in a relatively worse climate scenario, certain sectors such as high
valueadded agriculture (reduction in yields) or tourism may be affected.
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57. The assumptions underlying the analysigalsour productivity growth at 3
percent, inflation 4.9 percent, effective interest rate for public debt at 7.2 percent
and assuming the debt to GDP ratio is maintained at around 55 percent of GDP in
line with the debt anchor.

Macroeconomiclmpacts o Climate Change

58. Apart from the Paris scenario which sees a marginal improvement in the level
of GDP and growth (increasing the level of GDP by 0.5 percentage points by 2100,
under each of the other climate change scenarios there is a compounding decrease
in annual GDP gneth and the level of GDP. Although reductions in growth rates

are small in any given year, this compounds significantly. Under the hot scenario,
GDP would be 4.2 percentage points lower than the baseline by the end of the
century(Figure 4). This is in line with estimates impacts for other similar countries

in the region.

Figure 4. Macroeconomic Effects of Climate Change 2013099
Deviations from the baseline (levels) Deviations from the baseline (growth
percent rate), percentage points
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Effects of Climate Change an Fiscal Projections

59. Based on an assumption of unchanged expenditure against baseline, and
declining revenue in line with the lowdevels of GDP, the primary deficit
increases under each scenario except Paris, leading to an increase in net borrowing
and the debt to GDP rat{&igure 5). The resulting deterioration would require a

level of fiscal consolidation (either expenditure cuts or revenue increases) to ensure
finances remain on a sustainable path. Given the need for increased spending on
infrastructure and human capital to promgtewth, this could prove challenging.
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Figure 5 Effects of Climate Change on Fiscal Projections (2013099)
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60. Under the hot scenario, the primary balance in 2073 increases-@rdm
percent of GDP under the baseline-102 percent of GDP in 2100. Under the
baseline and Paris scenarios the debt to GDP ratio declines in line with the target
of 55 percent of GDP in net present value terms, which would also be consistent
with national debt anchor. However, the compounding effect of higher fiscal
deficits over arextended period of time would see the debt to GDP ratio breach
the current target under the hot and high scenarios, and under the hot scenario
would rise by 22 percentage points against baseline, reaching 76 percent by the end
of the century, similar tche current leve(Table 6).

Table 6: Fiscal Impacts of Climate Change

Primary balance (% of GDP) 2024 2050 2075 2099
Baseline 1.2 -1.1 -0.7 -0.4
Paris -1.1 -0.6 -0.4
Moderate -1.1 -0.7 -0.4
High -1.2 -0.9 -0.8
Hot -1.3 -1.1 -1.2

Debt-to-GDP ratio (%) 2024 2050 2075 2099
Baseline 73.3 52.8 53.2 54.1
Paris 52.4 51.7 51.6
Moderate 52.8 53.3 54.4
High 53.8 57.3 63.8
Hot 55.0 62.7 76.0

61. The baseline scenario requires a modest fiscal consolidation of around 0.1
percentage points of GDP over the projection period to ensure a stabilization of the
debt to GDP ratio. Climate chang®uld raise this burden to 0.7 percent of GDP

(Table 7).
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Table 7 Recalibration Requirements b Stabilize he Debt b GDP Ratio

Debt Stabilizing Primary Balance 2024 2030 075 2099

PB |PB* [PBGsyp PR [PB* PBGap [PB |PB* [PBGap PB [PB* |PBGyp
Basclne L 28 40 Ly L0l A 08 00 04 4 0l
Paris LI AL 0 08 00 04 03 00
Moderate LU0 08 00 04 4 0l
High L2100 sy 07 0y 0§ 44 03
Hot 15 IS O 1] S | ] N | R O] I 1 I (¥

Alln percent of GDP. PB = primary balance. PB* = debt-stabilsing primary balance.
PB Gap = fiscal consolidation needed to stabilise the debt-GDP ratio. Negative vahe indicates fiscal space available before debt starts rising

Specific Fiscal Risks from Climate Change

62. Specific fiscal risks arise from the exposure of the government budget to
natural hazards and climate change risks. A specific risk relates to a situation that
may or may not occur but if it did could negatively impact assets, liabilities and
government spnding and revenues. Unlike the slow onset risks described above,
the impact of specific fiscal risks could be significant in the-worh. There are

two key types of fiscal risks of concern:

i) Direct physical risks, for example landslides causing damage to key public
infrastructure. These risks can be acute because of extreme weather events,
or chronic because of gradual changes to the environment that could result
in an increase in the numbarseverity of natural hazards.

i) Transition risks that may arise when transitioning to a carbon neutral
economy which could affect the value gbvernment assets, and the
potential need for support to adjust operations to climate neutral production,
outside of current transition plans.

63. The vulnerability to specific fiscal risks increases when the capacity to absorb
risks is low. Financially weak PCs and, more generally, thinly capitalized sectors
such as agriculture and mining do not have the financial capacity or access to
finance to aborb the financial consequences of natural hazards and climate change
risks, and the cost is more likely to fall on the Government.

64. A complete understanding of specific fiscal risks and assessment of their
relevance to fiscal policy and the budget requires a comprehensive assessment of
climate change risks across the general government sector and for all public
corporations.

Key Economic Sectorsn Kenya Sensitive b Climate Change

(a) Agriculture As the backbone of Kenya's economy, the agriculture sector,
highly reliant on predictable weather patterns, faces severe threats from erratic
rainfall and extreme&veather events. This not only affects crop yields but also
has a cascading effect on food security and rural livelihoods.
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(b) Energy Kenya's energy sector, particularly hydroelectric power, is vulnerable
to changing rainfall patterns. This variability can lead to power shortages and
increased reliance on costly fossil fuels. Rising temperatures reduces the
efficiency of geothermal posv plants and transmission lines.

(c) Labor productivity Climate change can reduce labor productivity across all
sectors, with increased heat significantly affecting outdoor work. This may
particularly impact lowskilled workers and sectors like agriculture, forestry,
and fisheries in arid and seianid regiors.

(d) Road transportRoad transport handles 93 percent of all freight and passenger
traffic. However, poor road conditions in some regions, where livelihoods
depend on livestock and trading, isolate these areas from the rest of the country
during the rainy season. Higher teematures and more extreme rainfall can
lead to flooding of both regional and urban roads, as well as accelerated
degradation from potholes.

(e) Tourism and Wildlife Tourism, closely linked to Kenya's wildlife and natural
landscapes including coastal ecosystems, is sensitive to climate change. Shifts
in weather patterns can alter wildlife habitats and migration patterns, reducing
tourism appeal.

() Water ResourcedVater scarcity and the degradation of water quality due to
changing climatic conditions pose challenges to both human consumption and
agricultural use. This has implications for health, food production, and energy
generation.

(g) Health & EducationExtreme weather events including higher temperatures
and flooding can damage infrastructure a
education services, droughts can reduce food availability and student
attendance, and flooding can increase the risk obtnéssion of waterborne
diseases such as cholera and typhoid.

Mitigation and Adaptation Measures

65. The Government is working to reduce emissions, build resilience and meet
NDC targets under the Paris agreement. The Government has also laid frameworks
for mainstreaming climate change in government decision making through the
development of the-gear NationaClimate Change Action Plan (NCCAP) aligned

to the MediumTerm Plan (MTP) cycle. Further, most government entities have
established Climate Change Units (CCUs) as provided for under the Climate
Change Act, 2016. These Units are expected to support mamsgtgeactions of
climate change.

66. Other examples of measures being undertaken by the government include:

i) Prioritisation of low emissions power generation (particularly geothermal
and hydroelectrig

i) Planting 15 billion trees by 2032, which will reduce net emissions and help
protect infrastruture against natural disasters;
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iii) Ongoing efforts on tagging climate agdd expenditure in the budget;
Iv) A target of 25 percent of newogernment buildings being green;

v) Reducing vulnerabilities of road infrastructure to floodingrotigh
improved drainage design;

vi) Reducing the vulnerability of road infrastructure to potholing and
accelerated degradation through flooding and high temperatures through
trialling the use of concrete rather than bitumenastng, albeit at a higher
cost; and

vii) Reducing the vulnerabilities of rail infrastructure through improved design.
f) Other Fiscal Risks

i. Natural Disasters and Manmade Hazards

67. Crises and disasters remain a major concern for various economies across the
globe including Kenya. The Government will continueta hanci ng t he coun
disaster risk management and financing framework by fast tracking the enactment
of the Disaster Risk Management Bill (No. 24 of 2023). This will ensure that there
will be an overarching framework that guides disaster risk managéenmethe
country. In addition, the Government will fast track the finalization of the disaster
risk financing framework under the Public Finance Management Act, 2012 in order
to enhance efficient and effective resource mobilization for disaster risk
managenent in country as well as development of Disaster Risk Financing
Strategy 20232027 and mainstreaming disaster expenditure reporting into the
Government financial reporting framework.

ii. Money Laundering

68. In order to fight money laundering, tovernment will continue to promote
financial integrity and compliance with international standards, particularly the
Financial Action Taskforce (FATF) Recommendations on Anti Money Laundering
and Combating the Financing of Terrorism (AML/CFT). This itivi@ will be
achieved through implementation of the AML/CTF National Risk Assessment
Report 2021 recommendations; the National AML/CFT Strategy, hed?f
Eastern and Sothern Africa Afidloney Laundering Group (ESAAMLG) Mutual
Evaluation Report (MER) 2022.

69. In order to addressing the strategic deficiencies identified Mutual Evaluation
Report, 2022, various legislations relating to AML/CFT issues have been amended
throughthe AntrMoney Laundering and Combating of Terrorism Financing Laws
(Amendment) Act, 2023. These amendments necessitated the alignment and re
issuance of various Regulations. These included the Proceeds of Crime and Anti
Money Laundering Regulations, 2023; the d&eds of Crime and Anlioney
Laundering (Criminal Assets Recovery Fundegulations, 2023; and the
Prevention of Terrorism (Implementation of the United Nations Security Council
Resolutions on Suppression of Terrorism) Regulations, 2023. In this rEgand

has filed a request with the ESAAMLG for Technical Compliance (T€atiag
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as a result of these amendmernts.addition, Kenya has completed the post

evaluation observation period and the FObservation Period Report (POPR) will

be deliberated by the FATF Plenary in February 2024 in respect to the progress

made towards strengthening Kenyads AML/ CF"

70. To address the recommendations in the Mutual Evaluation Report, the Central
Bank of Kenya has taken several actions including: conducting -atand
AML/CFT onsite inspections, revising Bank Supervision Operations Manual to
include AML/CFT riskbased supeisions, and undertaking institutional and
sectoral risk assessments.
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ANNEX 3: MEMORANDUM ON HOW RESOLUTIONS BY PARLIAMENT ON PREVIOUS BUDGET
POLICY STATEMENTS HAVE BEEN INCORPORATED

Introduction

1. Section 25(8)of the Public Finance Management (PFM)Act, 2012 prescribes that the Cabinet Secretary for The National Treasury
shall take into account resolutions passed by Parliament in finalizing the budget for a given financial yearoi&leNsaembly approved
the 2022 Budget Policy Statemeand the 2023 Budget Policy Statemen®4" February, 2022nd 18" March, 2023 respectively.

2. Section 38(1) (iii)of thePFM Act, 2012requires the Cabinet Secretary to prepare a memorandum explaining how the resolutions adopted
on the BPS have been taken into accounthikiregard, the following Section provides a brief to Parlianoenthe extent to which the
resolutions of the House on the 2022 Bif 2023 BP&ave been taken into account and the reasons thereof.

No. | Resolution | Action taken

A. Policy Resolutions on the 2022 BPS

1.| 1 The National Treasury ought to prepare the Budget P( The 2023 Budget Policy Statemdrds been prepared in line with t
Statement in line with the debt ceiling. debt ceiling of Ksh 10.0 trillionPublic and publicly guaranteed debt
f The NationalTreasuryought to amend the debt ceiling | nominal terms as at end December, 2022 was Ksh 9,145.6
enable themimplementthe budget as proposed, rational compared to the statutory public debt limit of Ksh 10,000 billion ag
expenditure or implement revenue enhancing measures.| the PFM (NationaGovernment(Amended 2022) Regulations, 2015

The reforms on the revenue and expenditure side outlined in the
BPS, are expected to result in the reduction of the fiscal deficit incly
grants from Ksh 839.billion (5.7 percent of GDP) in the FY 2022/
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No.

Resolution

Action taken

to Ksh 7201 billion (4.4 percent of GDP) in the FY 2023/24 and furt
to Ksh 826.1 billion (3.6 percent of GDP) in the FY 2026/Zfis
reduction will result in reduction in the growth of public debt ther
boosting the countryds debt s

.| The National Treasury expedites the finalization of the prop

Medium Term Revenue Strategy (MTRS) and submits it tg
National Assembly by 30April, 2022.

The National Treasury has already developed an action plan to gui
development of the MTRS and issued a Circular dhBGgust, 2022
inviting proposals from Government MDAs and the County
Governmentdor the development of the MTRS. The draft MTRS
be developed by end February 2023 and will be circulated to MDA
their inputs, as part of public participation, before the Strateg
finalized.

The National Treasury should prepare and subnsiiatus repor
of the Credit Guarantee Scheme to the National Assembly.
report should contain details on the amount released an
number of beneficiaries.

The National Treasury prepared and submitted to Parliament an &
performance report on the performance of the Credit Guarantee S
on 30" September, 2022. In summary, from December 2020%d30e
2022, CGS disbursed a cumulative value of approximately Ksk
billion to 2,490 MSMEs, across 46 Counties and 11 sectors of eco
as reported by the banks through the Central Bank of Kenya. A
three sizes of enterprises (micro, small, andiomajl have benefitte
from CGS facilities issued wheremall enterprises received 1,50
medium enterprises received 381 while micro enterprises receive(
The enterprises owned by women, youth and persons with disal
(PwDs) received 20% of the total number of guaranteed facilitieg
had been disbsed. Women beneficiaries were 327, youth beneficig
were 164, while PwDs were 9. The beneficiaries of the CGS s
support a minimum of 13,901 jobs.
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No.

Resolution

Action taken

The National Treasury, Kenya Revenue Authority (KR
Commission on Revenue Allocation (CRA) and the Counc
Governors should fagtack the development of an integrat
County Revenue Management system for a unified rev
collection system for all eamties. The CRA should fast track t
development of model tariffs and pricing policy to guide cour
to develop their own.

The National Treasury, KRA, CRA and the Council of Governors
fast track the development and implementation of the integ@uadty
Governmentgevenue management system to ensure thaCthenty
Governmentsuse a uniform system that seals revenue leakages
provides value for money invested in it.

For effective and smooth implementation and management ¢
school feeding programme, it should be fully transferred
domiciled in the National Council for Nomadic Education
Kenya (NACONEK).

The NationalTreasury has transferred allocation for School Fee
Programme to the National Council for Nomadic Education in Ke
(NACONEK) as resolved by the National Assembly.

B. Policy Resolutions on the 202BPS

6.

The National Assemblyto amendment to the Public Finan
Management Act, 2012 and attendant regulations to exten
timelines for consideration of the BPS by Parliament from 14
to 28 days

The National Treasury will complyith the effectedamendments

TheNational Treasury should ensure that Ministries, Departm
and Agencies (MDASs) have aligned their budgets, projects
key performance indicators to the proposed value chain app
under the BottortUp Economic Transformation Agenda (BET
within the gproved ceilings.

The budgets of MDAs have been prioritized and matched with
BETA Value Chain priorities. The FY 2023/24 Budget Estimg
include specifics about the BETA priorities and performance indicg

Thedeficit financing strategy and public debt nfig undertaker
in accordance with the resolutions of the National Assembly b
on the Report of the Public Debt and Privatization Committe
the 2023 Medium Term Debt Management Strategy

The National Treasury will continue monitoring implementation
MTDS, alternativeborrowing strategies and the fiscal deficit appro
by parliament
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No.

Resolution

Action taken

The National Treasury should provide a list of all projects tg
completed in FY 2023/24 for all MDAs reconcilable with t
development budget; with a view to consolidating thinly spt
allocations to high impact priority projects to ensure completi

The National Treasunhasensured that MDAs prioritized projects f
completion by consolidating thinly spread allocations to high im
priority projects. The details of the projects to be completed in th
2023/24 and will be submitted alongside the FY 2023/24 Bud
Estimates

10

Beforesubmission of the 2023/24 annual estimates, the Nat
Treasury reviews donor funded projects including the exis
financing framework and develops a strategy to-tiastk their
implementation and review the terms of the facilities.

The National Treasunyill assess dondunded programs and projec
including existing financing frameworks, and create a portfolio re
and assessment report to expedite externally funded p
implementation

11

The National Treagry spearheads a review of th&tate
Corporations and Serfiutonomous Government Agenci
(SAGAs) with a view of rationalization to remove overla
duplication and redundancies.

The National Treasury has formed a High Level Fiscal Risk Comn
to assess and report fiscal risks from State Corporations and S4
with a yearlong study planned.

12

Prior to the submission of the 2023/24 Annual Estimatbe
National Treasury in collaboration NG CDdhould develom
framework for implementingNational Government initiatives
the constituency levebefore the submission of the 2023/2
Annual Estimates.

The Government has allocated resources for infrastructure develo
for schools. In addition, the Ministry will be engaging M0BF to
support some of the infrastructure needs.

13

Prior to April 2023, the National Government reviews taxat
levied in the aviation industry and addresses the heavy taxati
purchase bspare parts in the aviatiogector. This should b
submitted to the National Asséiy during consideration of th
Finance Bill, 2023.

The National Treasury received proposals from the aviation indust
taxation on purchase of spare paveyeconsideredn the Finance Bill,
2023.

14

From the onset dfY 2023/24, the National Treasury through
Public Sector Accounting Standards Board should
preparations for migration from the cash basis accounting sy

The National Treasury has done the following in readiness for ag
accounting: i) revised the Standard Chart of Accounts; ii) prepare
published policy guidelines on identification, measurement

presentation of assets and liabilities; iii) updatee register of ban

121

2024Budget Policy Statemel



No.

Resolution

Action taken

to an accrual system in line with Sections 81 and 164 of the F
Finance Management Act, 2012.

accounts; and iv) prepared a Cabinet Memorandum on transiti
accrual accounting for Cabinet approval.

15

TheNational Assembly proposes amendment to the P#liate
Partnership Act to require regular submission of project list
the National Treasury which are under consideration for fun
through the Public Private Partnership (PPP) framework bg
the end of the FY 2023/24.

Section 88 (3) of the PPP Act already provides for regular reporti
Parliament by the Cabinet Secretary, National Treasury and Ecol
Planning. The National Treasury will continue to adhere to
provisions of the Act.

16

The National Treasury, in collaboration with stakeholders
establish a collaboration framework between@oeinty and the
National Government for the implementation of shared pq
proposals by September 30, 2023.

The National Treasury formed an In#&gency Taskforce in 2021 t
operationalize Constitutional Articles 187 and 189, resulting in a
legislative proposal. Public participation took place between Mar€h
and 2%, 2023

17

The National Treasury and the State Department for ASALs
Regional Development undertakesiew Regional Developmel
Aut horitieséo ma rad matioead developonar
agenda, and revitalization options by"3ecember, 2023.

The National Treasury will collaborate with the State Departmen
ASALs and Regional Development to review the mandates,
implications, and contributions of Regiorlakvelopment Authorities
This will inform recommendations for the revitalization of the Reqgic
Development Authorities.

18

By June 2023, the National Treasury develops a framewor
governing conditional grants to the County Governments to el
that they meet their intended objectives. This should includg
role, criteria and counterpart contribution by the countieasare

the initiatives take off.

In order to manage the distribution of conditional grants to Co
Governments, MDAs have presented frameworks to the Nat
Treasury that specify terms, responsibilities, criteria for allocation
requirements for counterpart contributions
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Annex Table 1: Macroeconomic Indicators

20023 03U N4 202506 067 202728
Prel. Act Bl.ld‘w Appr. Proj. |BROP 2023 BPS 2024 BROP 2023 BPS 2024 (BROP 2023 BPS 2024 HROP | BES
Estimates  Suppl. 03 4
antival percentage change, uniless otherwise indicated
National Account and Prices
Real GDP 32 33 33 55 59 33 0.1 35 6.2 33 6.3 36
GDP deflator 6.6 76 6.7 6.7 56 55 54 37 54 37 56 36
CPIIndex (eop) 70 6.6 57 57 50 50 50 50 50 50 50 50
(Pl Index (avg) 11 12 6.3 63 50 50 50 50 50 50 50 50
Terms of trade (-deterioration) 29 34 23 25 14 19 13 27 19 34 31 37
Money and Credit (end of period)
Net domestic assets 113 125 136 135 92 101 113 9.6 103 89 9.7 83
Net domestic credit to the Goverment 130 | 109 93 84 92 69 94 97 69 11 63 81
Credit to the rest of the economy 122 140 136 142 120 143 170 143 150 127 154 129
Broad Money, M3 (percent change) 134 133 130 130 117 117 110 110 109 109 109 109
Reserve money (percent change) -39 132 129 129 116 116 109 109 108 108 108 108
in percentage of GDP, unless otherwise indicated
Investment and Saving
[nvestment 193 163 192 195 211 197 224 199 233 199 237 198
Central Government 33 41 41 39 47 43 52 49 51 49 5.1 53
Other 159 122 151 156 164 154 172 150 182 150 18.6 145
Gross National Saving 148 87 153 153 155 157 170 159 176 159 181 158
Central Government 18 08 03 0.1 13 13 24 24 27 25 30 30
Other 166 79 155 154 142 142 14.6 133 149 133 151 128
Central Government Budget
Total reveme 165 183 189 190 189 191 192 192 197 19.7 202 202
Total expenditure and net lending 226 230 17 242 236 232 231 23 233 233 235 87
Overall Fiscal balance excl. grants 6.0 47 5.8 5.2 47 42 40 3.6 -3.6 36 -33 34
Overall Fiscal balance, incl. grants, cash basis 56 44 53 49 44 -39 37 33 33 33 -30 31
Statistical discrepancy 0.2 00 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0
Overall Fiscal balance, incl. grants, cash basis- adj. descrepancy | -5.6 44 5.5 49 44 -39 37 33 -33 33 -30 31
Primary budget balance 0.8 03 02 0.7 09 17 12 18 13 13 14 13
Net domestic borrowing 32 36 29 26 28 21 28 28 20 12 18 23
External Sector
Exports value, goods and services 127 | 121 127 130 141 128 132 11 123 126 116 127
Tmports value, goods and services 26 | 206 26 214 33 207 23 19.7 203 19.1 193 188
Current external balance, including official transfers 44 -7 44 40 -56 41 54 40 -56 40 -56 40
Gross reserves in months of next yr's imports i8 55 i8 54 58 55 57 35 57 55 59 56
Gross reserves in months of this vr's imports i8 i8 i8 58 59 59 59 59 60 6.0 6.1 6.1
Public debt
Nominal central government debt (eop), gross 714 | 620 687 680 65.8 648 629 617 60.0 389 571 363
Nominal debt (eop). net of deposits 63.0 387 63.7 630 63.1 621 603 593 579 56.7 52 43
Domestic (gross) 339 323 329 326 321 313 317 310 30.6 302 294 295
Domestic (net) 3035 290 299 206 294 286 203 286 2835 280 273 215
External 373 297 358 355 17 336 312 307 294 2838 277 268
Memorandum Items:
Nominal GDP (in sh Billion) 4274] 16290 16132 16132 | 18015 18015 20002 20002| 22180 22180 | 24395 2439
Nominal GDP (in USS Million) 107,035 | 122,057 108280 108251 | 128428 120552| 140381 134271 154278 148796 | 170410 163,567

Source: National Treasury
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Annex Table 2: Government Fiscal Operations, Ksh Billion

2022123 202324 2024125 202526 2026/27 202728
Budget Appr. .
Prel. Act . Proj. BROP 2023 BPS2024 |BROP 2023 BPS2024 |BROP2023 BPS2024 |BROP2023 | BPS 2024
Estimates ~ Suppl.I
TOTAL REVENUE 23605 | 3,070.6 3407.8 34350 38355 38331 4376.5 49784 49784
Ordinary Revenue 20411 26246 29189 20481 3.2044 32042 4305.8 43058
Income Tax 941.6 1198.5 1,500.1 1.500.1 1.979.0 1.979.0
Import duty (nef) 130.1 229.0 229.0 290.8 290.8
Excise duty 264.5 460.0 460.0 5215 591.2
Value Added Tax 5504 9262 926.2 1,061.3 1.220.0
Investment income 413 381 381 423 46.9
Other 1132 1410 1408 1581 177.8
Ministerial Appropriation in Aid 3194 5411 538.9 600.8 672.6
Railway Development Levy 399 61.5 61.5 67.1 75.6
Afican Union & Int't Subscription Fund 62 92 9.2 10.2 114
Road Maintenance Levy Transfer to Counties 0.0 0.0 0.0 0.0 0.0
Recurrent 2135 260.0 7. 286.8 286.8 3183 3533
Export Promotion Levy (AIA) 0.0 2.0 0.0 22 0.0 0.0 27
PDL - Recurrent 205 542 233 233 249 249 26.2 275
Development/NMS 339 464 649 64.9 70.1 70.1 78.5 88.0
PDL - Development 55 27 5.8 58 6.2 6.2 6.6 71
Housing Development Levy 69.8 69.8 80.2 80.2 938 106.9
EXPENDITURE AND NET LENDING 32210 42573 4,188.2 4,627.2 4,553.0 5,170.0 5,786.0
Recurrent expenditure 23116 3,020.0 3.026.5 34037 3,7999
Interest payments 6873 9794 10258 1,050.6 1,089.0
Domestic interest 5331 7399 786.3 8240 8545
Foreign Interest 1542 239.5 239.5 226.6 2345
Pensions & Other CFS 1204 199.3 199.3 2503 2878
Pensions 117.1 . 1942 1942 2444 281.0
Other CFS 33 4. 51 5.1 59 6.8
Contribution te Civil Service Pension Fund 296 28.5 344 344 437 49.2
Net Issues/Net Expenditure 12341 1.360.0 1.486.0 1.446.0 7 1.981.6
O/W: Wages & Salaries 539.6 589.5 7034 7034 983.8
Free Secondary education 67.6 719 110.1 110.1 116.7 123.7
Free Primary Education 145 149 234 234 248 263
Junior Secondary School - Capitation 310
[EBC 199 46 43 69 69 6.9 6.9 17 77
Defense and NIS 1722 1833 190.8 170.0 170.0 1700 170.0 1839 1839
Others 388.6 4224 4809 3904 366.6 436.1 365.1 606.9 606.9
Ministerial Recurrent AIA 2402 264.6 296.2 290.0 2795 3209 3209 3923 3923
Development and Net lending 493.7 7778 717.8 9573 8778 1,129.3 1,068.7 13908 14279
Domestically financed (Gross) 3438 4722 437.7 536.2 6644 664.4 8223 2
O/W Domestically Financed (Net)/NMS 2645 3223 288.0 3303 4464 4464 5446
Ministerial Development ATA 7 838 83.7 1235 154.8 154.8 163.7
Foreign financed 137.6 280.6 2503 390.0 4317 3711 354.0
Net lending 123 172 18.9 19.7 19.7 197 . 0.0
Equalization Fund 0.0 19 10.9 114 13.6 13.6 42 144 .
‘County Tranfers 4158 129.7 4239 4440 4729 4529 52.0 590.3 590.3
Equitable Share 399.6 3854 3854 406.7 4356 415.6 515.1 5151 5534 5534
Conditional Allocation 162 443 385 373 373 373 7.0 370 37.0 7.0
Contingency Fund 0.0 28 12 5.0 5.0 5.0 50 50 50 5.0
Fiscal Balance (commitment basis excl. grants) -860.5 -761.1 -934.0 -832.3 -849.5 -753.2 -791.6 -719.9 -795.5 -793.5 -807.6 -844.8
Grants 231 422 474 474 493 49.3 53.2 532 68.6 68.6 73.8 738
Fiscal Balance (inci. grants) 8374 | 7189 8866 7850 8002 7039 | 7384 6667 | 7269 7249 7338 | -T710
Adjustment to Cash Basis 37.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fiscal Balance (incL grants) Cash Basis -800.4 -718.9 -886.6 -785.0 -800.2 -703.9 -738.4 -666.7 -726.9 -724.9 -733.8 -771.0
Statistical discrepancy -30.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL FINANCING 7703 7189 886.6 785.0 800.2 703.9 7384 666.7 726.9 7249 733.8 771.0
Net Foreign Financing 3108 1315 412.1 362.2 296.5 326.1 176.0 103.7 276.1 2308 2929 2175
Disbuserments 548.2 607.1 978.7 995.2 6262 6700 602.8 5422 663.7 6262 7172 7544
Commercial Financing 1022 270.0 175.1 1751 1510 151.0 166.1 166.1 182.7 182.7 200.0 200.0
O/W Export Credit 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Sovereign Bond & Other Commercial Financing 1022 270 1751 175.1 151 151.0 166.1 166.1 182.7 1827 200.0 200.0
Total Project loans (AIA + Revenue) 1362 2716 2634 236.1 3776 3085 4154 3548 481.0 435 5172 5544
ofw: Project loans (ATA) 742 149.1 1487 1347 263.0 2030 2893 2335 307.6 2919 3308 364.8
Project Loans Revenue 62.0 1225 114.8 1015 1146 105.5 126.1 1213 1734 1517 186.4 189.6
Use of IMF SDR Allocation 428 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Programme Loans 266.9 634 5402 383.9 97.6 2105 213 21.3 0.0 0.0 0.0 0.0
Debt repayment - Principal -2374 -473.6 -566.7 -633.0 -329.7 -343.9 -426.8 -438.5 -387.7 -395.5 -424.3 -536.9
Net Domestic Financing 459.5 5874 4745 4227 503.7 3717 5624 563.0 4509 4941 440.9 5§53.5
Memo items
Gross Debt (Stock) 10.189.5 | 10.1304 12.589.4 123451 133163 13.070.0 14.050.1 13.841.0
External Debt 5.357 5.065.6 6.242.0 6.149.5 6.518.1 6.380.3 6.811.0 6.597.7
Domestic Debt (gross) .832 5.064.7 6,347.4 6.195.6 6,7983 6,689.7 72392 72432
Domestic Debt (net) 43475 45224 5.862.8 57110 6.313.7 6.205.1 6.754.6 6.758.6
Financing gap -67.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nominal GDP 142744 | 162903 161315 16,131.5 18,015.2 18,0152 | 20,002.3 20,0023 | 22,1805 22,180.5 24,594.5 24,5945

Source: The National Treasury
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Annex Table 3:GovernmentFiscal Operations, Percent of GDP

2022123 202324 2024125 2025/26 2026/27 202728
Prlac | DS AN b | eopoms BPS2024 |BROP2023 BPS2024 |BROP2023 BPS2024 | BROP20Z3| BPS2024
Estimates ~ Suppl. [
TOTAL REVENUE 165 | 183 18.9 19.0 18.9 191 | 192 19.2 19.7 19.7 202 20.2
Ordinary Revenue 143 | 158 16.0 16.3 16.2 164 | 165 16.5 170 17.0 17.5 175
Income Tax 66 | 74 74 T4 74 74 | 3 75 78 78 8.0 8.0
Import duty (net) 09 | 11 11 L1 1.1 11 1 L1 12 12 2 12
Excise duty 19 | 22 22 22 22 22 | 23 23 24 24 24 24
Value Added Tax 39 | 43 44 44 45 45 | 46 46 48 48 5.0 5.0
Investment income 03 | 02 0.2 02 02 02 | 02 02 02 02 02 02
Other 08 | 07 0.7 10 08 0 | 07 0.7 0.7 0.7 0.7 0.7
Ministerial Appropriation in Aid 12 | 25 2.9 28 2.7 L ) 27 27 27 27 27
EXPENDITURE AND NET LENDING 26 | 230 4.7 242 23.6 1321 | w1 228 233 233 235 23.7
Recurrent expenditure 162 | 156 173 171 15.8 159 | 151 151 152 153 155 155
Interest payments 48 | 48 5.7 55 54 36 | 49 5.1 46 47 44 44
Domestic interest 37 1 39 40 40 40 42 | 37 39 36 37 35 35
Foreign Interest 1 | 09 1.7 15 14 14 | 12 12 1.0 1.0 1.0 1.0
Pensions & Other CFS 08 | 1.0 1.0 1.0 1.0 1w | 10 1.0 11 11 12 12
Pensions 08 | 1.0 1.0 1.0 1.0 1w | 10 1.0 11 11 11 L1
Other CF§ 00 | 00 0.0 0.0 0.0 00 | 00 00 0.0 0.0 0.0 0.0
Contribution to Civil Service Pension Fund 02 | 02 02 02 02 02 | 02 02 02 02 2 02
Net Issues/Net Expenditure 86 | 80 84 83 7.7 75| 74 72 1.7 7.7 8.1 81
O/W: Wages & Salaries 38 | 36 3.7 37 36 36 | 33 35 41 41 40 40
Free Secondary education 05 | 04 0.4 04 06 06 | 06 06 0.5 0.5 0.5 05
Free Primary Education 01 | 01 0.1 0.1 0.1 0.1 01 0.1 0.1 0.1 0.1 0.1
Tunior Secondary School - Capitation | 0.0 0.0 0.0 00 | 00 02 0.0 0.0 0.0 0.0
[EBC 01 | 00 0.0 0.0 0.0 00 | 00 00 0.0 0.0 0.0 0.0
KRA 02 | 02 0.2 02 02 02 | 02 02 02 02 2 02
Defense and NIS 12| 11 12 12 09 09 | 08 08 0.8 08 0.7 07
Others 27 | 26 29 30 22 20 | 22 18 19 19 25 25
Ministerial Recurrent AIA 17 | 16 20 18 1.6 16 | 16 16 16 1.6 16 16
Ministerial Recurrent AIA - NMS 00 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Development and Net lending 35 48 4.7 44 53 49 | 56 53 5.6 55 5.7 58
Domestically financed (Gross) 24 | 29 28 27 30 29 | 33 33 32 32 33 33
O/W Domestically Financed (Net)/NMS 19 | 20 19 18 19 8 | 22 22 21 21 22 22
Ministerial Development AIA 05 | 05 0.5 05 0.7 07 | 08 08 0.7 0.7 0.7 07
Foreign financed 10| 1.7 1.7 L6 22 8 | 22 19 23 21 23 24
Net lending oL | 01 0.1 0.1 0.1 0.1 01 0.1 0.0 0.0 0.0 0.0
Equalization Fund 00 | 00 0.1 0.1 0.1 0.1 01 0.1 0.1 0.1 0.1 0.1
County Tranfers 29 | 26 2.6 26 25 5 | 24 23 25 25 24 24
Equitable Share 28 | 24 24 24 23 22 22 21 23 23 23 23
Conditional Allocation or | 03 02 0.2 02 0.3 02 0.2 02 02 02 02
Contingency Fund 00 | 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fiscal Balance (commitment basis excl. grants) 60 | 47 5.8 5.2 4.7 41 | 40 -3.6 -3.6 -3.6 -3.3 -34
Grants 02 | 03 0.3 03 03 03 | 03 03 0.3 03 0.3 03
Fiscal Balance (incl. grants) 59 44 55 4.9 44 39 | 37 -33 33 -33 -3.0 -3l
Adjustment to Cash Basis 03 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Fiscal Balance (incl. grants) Cash Basis 56| 44 55 -49 -44 39 | 37 233 233 233 =30 230
Statistical discrepancy 02 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
TOTAL FINANCING 54 | 44 55 49 44 9 | 37 33 33 33 30 31
Net Foreign Financing 2 | 08 2.6 12 1.6 8 | 09 0.5 12 1.0 12 0.9
Disbuserments KX - ¥ 6.1 6.2 35 R B X 27 30 28 29 31
‘Commercial Financing 07| L7 11 11 0.8 08 | 08 08 0.8 08 0.8 08
O/W Export Credit 00 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Sovereign Bond & Other Commercial Financing 07 | 17 11 L1 0.8 08 | 08 08 08 0.8 08 08
Total Project loans (ALA + Revenue) JAUN L7 16 L5 21 7 | 21 18 22 20 21 23
ofw: Project loans (AIA) 05 | 09 0.9 08 15 11 |14 12 14 13 13 L5
Project Loans Revenue 04 | 08 0.7 0.6 0.6 06 | 06 06 0.8 0.7 0.8 08
Project Loans SGR _Phase_ AIA 00 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Project Loans SGR _ Phase 2A_AIA 00 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Use of MF SDR. Allocation 03 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Programme Loans 19 | 04 3.3 36 0.5 12 | ol 0.1 0.0 0.0 0.0 0.0
Debt repayment - Principal A7 19 3.5 -39 -1.8 A | -2 -1.7 -1.8 -1.7 -2
Net Domestic Financing 32 | 36 29 26 28 1 18 28 20 12 18 23
Memo items | |
Gross Debt (Stock) 714 | 622 68.7 68.0 65.8 648 | 629 617 60.0 589 36.3
Extemal Debt 35 | 3l 358 355 337 REX N ) ) 30.7 204 288
Domestic Debt (gross) 39 | 31 329 326 321 33| T 310 306 302
Domestic Debt (net) 305 | 278 299 29.6 294 86 | 293 28.6 285 28.0
Financing gap 05 | 00 0.0 0.0 0.0 00 | 00 0.0 0.0 0.0 0.0 0.0
Nominal GDP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: The National Treasury
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Annex Table 4: Summary of Expenditure byProgrammes(Ksh Million)

Approved Estimates

2023/24 2024/25 2025/26 2026/27
Sector
Code [Sector/Vote/Programme Current Capital Total Current Capital Total Current Capital Total Current Capital Total
010 |AGRICULTURE, RURAL & URBAN DEVELOPMENT 32,506.7 65,582.3 98,089.1 29,820.2 57,989.1 87,809.3 31,320.8 64,490.6 958114 32,930.6 64,297.6 97,228.2
1112 State Department for Lands and Physical
Planning 3,890.0 5,400.0 9,290.0 4,113.1 5,093.5 9,206.6 4,227.5 7,415.0 11,642.5 43517 7,968.0 12,319.7
0101000 Land Policy and Planning 2,677.0 39775 6,654.5 2,808.0 42275 7,035.5 2,861.7 5,775.0 8,636.7 29414 6,318.0 9,259.4
0121000 Land Information Management - 13645 1,3645 53.0 866.0 919.0 54.0 1,640.0 1,694.0 54.0 1,650.0 1,704.0
0122000 General Administration, Planning and
Support Services 1,213.0 58.0 1,271.0 1,252.1 - 1,252.1 13118 - 1,311.8 1,356.3 - 1,356.3
1162 State Department for Livestock Development 5,678.2 9,306.0 14,984.2 45285 11,037.5 15,566.0 4,7634 | 12,807.0 17,5704 4,976.8 11,105.0 16,081.8
0112000 Livestock Resources Management and
Development 5,678.2 9,306.0 14,984.2 45285 11,0375 15,566.0 47634 12,807.0 17,5704 4976.8 11,105.0 16,081.8
1166 State Department for the Blue Economy and
Fisheries 2,821.1 8,985.6 11,806.8 3,074.3 10,5029 13,577.2 3.286.1 10,378.0 13,664.1 3,509.1 8,159.0 11,668.1
0111000 Fisheries Development and Management 2,556.5 6,664.9 9,221.5 2,737.8 8436.9 11,1747 2,940.1 8,306.0 11,2461 3,153.0 4,085.5 7,238.5
0117000 General Administration, Planning and
Support Services 2526 252.6 2939 2939 300.9 3009 3085 308.5
0118000 Development and Coordination of the Blue
Economy 120 23207 23327 42,6 2,066.0 2,108.6 45.1 2,072.0 21171 47.6 4,073.5 41211
1169 State Department for Crop Development 18,627.5 41,784.7 60,412.2 16,435.9 31,2074 47,6433 17,325.8 33,7336 51,0594 18,2234 36,890.6 55114.0
0107000 General Administration Planning and
Support Services 5,445.2 1,533.0 6,978.2 71403 2,546.0 9,686.3 7,589.0 1,700.0 9,289.0 8,023.6 1,795.0 9,818.6
0108000 Crop Development and Management 7,804.9 38,847.7 46,652.6 3,705.5 27,554.4 31,259.9 3,748.7 31,708.6 35,457.3 3,797.5 35,095.6 38,893.1
0109000 Agribusiness and Information Management 146.1 1,145.0 1,291.1 156.9 780.0 936.9 159.0 - 159.0 163.1 163.1
0120000 Agricultural Research & Development 52313 259.0 5,490.3 5,433.2 327.0 5,760.2 5,820.1 325.0 6,154.1 6,239.2 - 6,239.2
2021 National Land Commission 1,489.9 106.0 1,595.9 1,668.4 147.8 1,816.2 1,718.0 157.0 1,875.0 1,869.6 175.0 2,044.6
0116000 Land Administration and Management 1,489.9 106.0 1,595.9 1,668.4 147.8 1,816.2 1,718.0 157.0 1,875.0 1,869.6 175.0 2,044.6
020 |ENERGY, INFRASTRUCTURE AND ICT 178,736.9 349,409.3 528,146.2 145,306.0 360,362.0 505,668.0 156,245.0 | 390,015.0 546,260.0 158,047.0 397,638.0 555,685.0
1091 State Department for Roads 82,845.1 149,844.0 232,689.1 72,197.0 148,257.0 220,454.0 80,716.0 | 160,848.0 241,564.0 81,800.0 175,553.0 257,353.0
0202000 Road Transport 82,845.1 149,844.0 232,689.1 72,197.0 148,257.0 220,454.0 80,716.0 | 160,848.0 241,564.0 81,800.0 175,553.0 257,353.0
1092 State Department for Transport 14,355.8 43,803.1 58,159.0 16,540.0 44,806.0 61,346.0 17,351.0 53,197.0 70,548.0 18,209.0 50,447.0 68,656.0
0201000 General Administration, Planning and
Support Services 1,711.8 1,074.0 2,785.8 1,147.0 2,402.0 3,549.0 1,205.0 3,838.0 5,043.0 1,199.0 889.0 2,088.0
0203000 Rail Transport - 39,060.5 39,060.5 500.0 37,389.0 37,889.0 500.0 37,291.0 37,791.0 660.0 40,137.0 40,797.0
0204000 Marine Transport 612.7 1,385.0 1997.7 601.0 3,000.0 3,601.0 626.0 10,175.0 10,801.0 626.0 7,000.0 7,626.0
0205000 Air Transport 9,161.6 5125 9,674.1 11,471.0 935.0 12,406.0 12,186.0 1,225.0 13,4110 12,890.0 1,751.0 14,641.0
0216000 Road Safety 2,669.7 1,771.1 4,640.9 2,821.0 1,080.0 3,901.0 2,834.0 668.0 3,502.0 2,834.0 670.0 3,504.0
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Annex Table 4: Summary of Expenditure by ProgrammegKshMi | | i on) éCont d

Approved Estimates

2023/24 2024/25 2025/26 2026/27
Sector
Code [Sector/Vote/Programme Current Capital Total Current Capital Total Current Capital Total Current Capital Total
020 |ENERGY, INFRASTRUCTURE AND ICT 178,736.9 349,409.3 528,146.2 145,306.0 360,362.0 505,668.0 156,245.0 | 390,015.0 546,260.0 158,047.0 397,638.0 555,685.0
1093 State Department for Shipping and Maritime
Affairs 2,5139 750.0 3,263.9 2,665.0 1,570.0 4,235.0 2,673.0 1,238.0 3,911.0 2,701.0 1,191.0 3,892.0
0220000 Shipping and Maritime Affairs 2,5139 750.0 3,263.9 2,665.0 1,570.0 4,235.0 2,673.0 1,238.0 3,911.0 2,701.0 1,191.0 3,892.0
1094 State Department for Housing & Urban
Development 1,367.7 79,193.9 80,561.6 1,364.0 80,170.0 81,534.0 1,351.0 82,731.0 84,082.0 1,365.0 79,867.0 81,232.0
0102000 Housing Development and Human
Settlement 8834 74,069.0 74,9524 855.0 70,340.0 71,195.0 8340 68,949.0 69,783.0 848.0 74,4720 75,3200
0105000 Urban and Metropolitan Development 154.7 51249 5279.6 188.0 9,830.0 10,018.0 193.0 13,782.0 13,975.0 195.0 5,395.0 5,590.0
0106000 General Administration Planning and
Support Services 3295 - 3295 321.0 321.0 3240 3240 3220 3220
1095 State Department for Public Works 3482.1 §14.0 4,296.1 3,394.0 1,527.0 4,921.0 3,372.0 1,805.0 5177.0 3,425.0 2,084.0 5,509.0
0103000 Government Buildings 5823 533.8 11161 595.0 673.0 1,268.0 612.0 646.0 1,258.0 628.0 285.0 913.0
0104000 Coastline Infrastructure and Pedestrian
Access 918 152.2 2441 96.0 660.0 756.0 99.0 949.0 1,048.0 101.0 1,585.0 1,686.0
0106000 General Administration Planning and
Support Services 3674 6.0 3734 355.0 14.0 369.0 3710 15.0 386.0 3720 15.0 387.0
0218000 Regulation and Development of the
Construction Industry 24406 1220 2562.6 2,348.0 180.0 2,528.0 2,290.0 195.0 2/485.0 2,324.0 199.0 2,523.0
1122 State Department for Information
Communication Technology & Digital Economy 39033 16,491.0 20,3943 3,958.0 25,885.0 29,843.0 3,811.0 23,337.0 27,148.0 3,863.0 23,588.0 27,451.0
0207000 General Administration Planning and
Support Services 3043 - 3043 355.0 355.0 295.0 295.0 295.0 295.0
0210000 ICT Infrastructure Development 821.5 15,561.0 16,382.5 848.0 15,972.0 16,820.0 814.0 8,865.0 9,679.0 839.0 8,847.0 9,686.0
0217000 E-Government Services 2,7715 930.0 3,707.5 2,755.0 9,913.0 12,668.0 2,702.0 14,472.0 17,174.0 2,729.0 14,741.0 17,470.0
1123 State Department for Broadcasting &
Telecommunications 6,628.8 526.0 7,154.8 6,296.0 795.0 7,091.0 6,196.0 950.0 7,146.0 6,214.0 1,105.0 7,319.0
0207000 General Administration Planning and
Support Services 265.1 - 265.1 3420 3420 283.0 283.0 2940 294.0
0208000 Information And Communication Services 6,115.7 385.5 6,501.2 5,676.0 545.0 6,221.0 5,635.0 675.0 6,310.0 5,642.0 730.0 6,372.0
0209000 Mass Media Skills Development 248.0 140.5 3885 278.0 250.0 528.0 278.0 275.0 553.0 278.0 375.0 653.0
0221000 Film Development Services Programme
1152 State Department for Energy 9,143.1 55,4943 64,6374 11,566.0 53,316.0 64,882.0 12,157.0 61,649.0 73,806.0 12,769.0 59,419.0 72,188.0
0211000 General Administration Planning and
Support Services 383.0 175.0 558.0 409.0 150.0 559.0 418.0 200.0 618.0 440.0 200.0 640.0
0212000 Power Generation 2,695.8 10,677.0 13,372.8 2,615.0 13,110.0 15,725.0 2/455.0 14,749.0 17,204.0 2,503.0 14,929.0 17,432.0
0213000 Power Transmission and Distribution 5,991.0 41,759.3 47,750.3 8,451.0 39,501.0 47,952.0 9,183.0 45,985.0 55,168.0 9,745.0 43,3500 53,095.0
0214000 Alternative Energy Technologies 734 2,883.0 2,956.4 91.0 555.0 646.0 1010 715.0 816.0 81.0 940.0 1,021.0
1193 State Department for Petroleum 54,497.0 2,493.0 56,990.0 27,326.0 4,036.0 31,362.0 28,618.0 4,260.0 32,878.0 27,701.0 4,384.0 32,085.0
0215000 Exploration and Distribution of Qil and Gas 54,497.0 2,493.0 56,990.0 27,326.0 4,036.0 31,362.0 28,618.0 4,260.0 32,878.0 27,701.0 4,384.0 32,085.0
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Annex Table 4: Summary of Expenditure by Programmes (Ksh Mlion)é Co n't d

Approved Estimates
2023/24 2024/25 2025/26 2026/27
Sector
Code |Sector/Vote/Programme Current Capital Total Current Capital Total Current Capital Total Current Capital Total
030 |GENERAL ECONOMIC AND COMMERCIAL AFFAIRS 39,5755 32,867.5 72,443.0 32,305.2 24,410.0 56,715.2 35,1019 | 31,880.1 66,982.0 40,297.0 22,063.8 62,360.8
1036 State Department for the ASALs and Regional
Development 14,9216 9,138.0 24,059.6 9,488.0 5,507.7 14,995.7 9,691.0 6,755.5 16,446.5 10,999.8 8,615.4 19,615.2
0733000 Accelerated ASAL Development 11,650.7 4426.4 16,077.1 6,467.4 1,750.1 8,217.5 6,515.9 1,647.4 8,163.3 6,607.9 1,062.4 7,670.3
0743000 General Administration, Planning and
Support Services 502.9 - 502.9 402.8 - 402.8 405.1 - 405.1 4332 - 4332
1013000 Integrated Regional Development 2,768.0 47116 7479.6 2,617.8 3,757.6 6,375.5 2,770.0 5,108.1 7,878.1 3,958.8 7,552.9 11,5117
1173 State Department for Cooperatives 1,788.9 4,514.0 6,302.9 1,856.8 503.8 2,360.5 1,913.6 139.6 2,053.3 1,962.2 84.1 2,046.2
0304000 Cooperative Development and Management 1,788.9 4514.0 6,302.9 1,856.8 503.8 2,360.5 1,913.6 139.6 2,053.3 1,962.2 84.1 2,046.2
1174 State Department for Trade 3,260.8 50.0 3,310.8 3,450.4 50.0 3,500.4 3,693.0 74.8 3,767.7 3,930.8 77.8 4,008.6
Programme 2: Regional Economic Integration Initiatives
0309000 Domestic Trade and Enterprise Development 1,431.2 50.0 1,481.2 2,004.9 50.0 2,054.9 2,189.3 748 2,264.0 2,382.9 77.8 2,460.6
0310000 Fair Trade Practices And Compliance of
Standards 96.5 96.5 79.5 79.5 82.2 82.2 83.7 83.7
0311000 International Trade Development and
Promotion 1,053.7 1,053.7 900.5 900.5 940.1 940.1 972.2 9722
0312000 General Administration, Planning and
Support Services 6793 - 679.3 465.5 - 465.5 4814 - 4814 492.0 - 492.0
1175 State Department for Industry 2,987.6 6,730.7 9,718.3 2,776.9 6,904.2 9,681.1 2,808.0 | 10,9143 13,722.3 2,879.6 5,406.0 8,285.6
0301000 General Administration Planning and
Support Services 5314 5314 471.0 471.0 507.0 507.0 522.0 522.0
0302000 Industrial Training & Industrial Development 1,304.0 4912.0 6,215.9 1,1229 4919.0 6,041.9 1,161.0 5,739.0 6,900.0 1,189.6 3467.0 4,656.6
0303000 Standards and Business Incubation 1,1523 1,818.8 29710 1,183.0 1,985.2 3,168.2 1,140.0 5175.3 6,315.3 1,168.0 1,939.0 3,107.0
1176 State Department for Micro Small and
Medium Enterprises Development 18716 6,650.6 8,522.2 2,464.8 6,196.8 8,661.7 2,567.1 7,295.0 9,862.0 2,620.6 4,007.6 6,628.1
0316000 Promotion and Development of MSMEs 4965 1,183.6 1,680.2 517.2 114.3 631.6 5328 2825 8153 540.7 300.0 840.7
0317000 Product and Market Development for
MSMEs 497.5 80.0 577.5 7314 882.5 1,613.9 7478 982.5 1,730.3 748.5 1,878.0 2,626.5
0318000 Digitization and Financial Inclusion for
MSMEs 47838 5,387.0 5,865.8 7034 5,200.0 5,903.4 754.7 6,030.0 6,784.7 791.2 1,829.6 2,620.7
0319000 General Administration, Planning and
Support Services 3987 398.7 5129 5129 5317 5317 540.2 5402
1177 State Department for Investments Promotion 1,562.2 5.642.0 7,204.2 1,357.8 4,605.4 5963.2 14277 6,049.9 7477.6 14747 33240 4,798.7
0322000 Investment Development and Promotion 1,562.2 5,642.0 7,204.2 1,357.8 46054 5,963.2 14277 6,049.9 7477.6 14747 3,324.0 4,798.7
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