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FOREWARD BY THE AUDITOR. GENERAL

I am pleased to present this Performance Audit Report on Management of Cash and

Domestic Debt by The National Treasury. My Office carried out the audit under the

mandate conferred on me by Section 36 of the Public Audit Act, 2015. The Act

mandates the Auditor - General to examine the economy, efficiency and effectiveness

with which public money has been expended pursuant to Article 229 (6) of the

Constitution of Kenya, 2010.

Performance, financial and compliance audits form the three-pillars of the audit

assurance framework that I have established to give focus to the varied and wide

scope of the audit work done by my Office. The framework is intended to provide a

high level of assurance to stakeholders that public resources are not only correctly

disbursed, recorded and accounted for, but their use results in positive impacts on the

lives and livelihoods of the citizens. The main goal of our performance audit is to

ensure effective use of public resources and promote service delivery to the citizens.

Our performance audits examine compliance with policies, obligations, laws,

regulations, standards and whether the resources are managed in a sustainable

manner. They also examine the economy, efficiency and effectiveness with which

public resources have been expended. I am hopeful that corrective action will be taken

in line with our recommendations in the report.

The report is submitted to Parliament in accordance with Article 229 (7) ol the

Constitution of Kenya, 2010 and Section 39 (1) of the Public Audit Act, 2015. I have

also submitted copies of the report to the Principal Secretary, The National Treasury

and the Chief of Staff and Head of the Public Service.

a

FCP

AUDITOR - GENERAL

, CBS
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20 September, 2024
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Bank Overdraft: A short-term borrowing by Government to cover temporary cash

shortfalls and repayable within 12 months.

Cash Management: Making the right amount of money available at the right time and

the right place to meet the government's obligations in the most cost-effective way

Domestic Debt: Part of public debt that is payable to creditors Wthin the country.

Fiscal Deficit: The difference between total revenue and total expenditure of the

Government. lt is computed by deducting Government expenditure net of lending from

the Government revenue.

Maturity: The date at which the final repayment of a debt instrument is due.

Medium Term: A period of not less than 3 (three)years but not more than 5 (five)

years.

Redemption: Repayment of a loan

Short Term: A period within '12 months

Treasury Bills: These are a secure, short-term investment, offering you returns after

a relatively short commitment of funds.

Treasury Bonds: These are a secure, medium- to long-term investment that typically

offer you interest payments every six months throughout the bond's maturity.

Treasury Single Account: A centralized bank account system where all National and

County Government deposits and payment transactions are processed.

Yield: The rate of return an investor can expect to earn if he/she holds a debt

instrument until maturity.
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lntroduction

1 . Article 229 (6) of the Constitution of Kenya, 2010 and Section 36 of the Public Audit

Act, 2015 mandates the Auditor-General to examine and report on the economy,

efficiency and effectiveness with which public money has been expended.

2. Cash management refers to ensuring the right amount of money is available at the

right time and the right place to meet the government's obligations in the most cos!

effective way, with the overall objective of ensuring effectiveness and efficiency in

government resource allocation. 1

3. Debt management, according to the INTOSAI Development lnitiative (lDl) Manual

2020, refers to the process of establishing and executing a strategy for managing

the government's debt in order to raise the required amount of funding at the lowest

possible cost over the medium to long run, consistent with a prudent degree of risk.

4. The overall objective of cash management is to ensure effectiveness and efficiency

in government resource allocation. On the other hand, the objective of debt

management is to ensure that the government meets its borrowing needs at the

lowest possible cost consistent with a rational degree of risk.

5. Cash management and debt management inter-relate because debt issuance

decisions are made in the context of the government's overall cash position.

Efficient and effective cash and debt management are extremely important for

governments during normal times, but become critical during financial crises. ln

normal times, good cash management practices can produce considerable savings

for governments through understanding and accurate management of liquid

financial assets when navigating through periods of insufficient cash.

6. Debt Management Strategy guides public debt management and arms at

minimizing borrowing costs and risk of public debt amidst continuous paradigm

changes in the domestic and global financial markets. Additionally, effective public

debt management strategy permits fiscal policy to operate efficiently while

minimizing financial portfolio risks relating to market movements and debt rollovers.

It is therefore, imperative that the debt management strategy and related policies

a

1 The NationalTrcasury and Economic Planning'3 Cash Management Framework, January 2O2O
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are designed to ensure investor confidence, minimize borrowing costs, enhance

market stability and ensure a stable cash management regime.

7. Cash management and debt management can however, be differentiated as

follows; Cash Management has a relatively short-term outlook whereas debt

management has a relatively medium{erm to long-term outlook. While the

objective of cash management is to meet government obligations in a timely and

cosleffective manner, the objective of debt management is to ensure that the

government meets its borrowing needs at lowest possible cost consistent with a

rational degree of risk.

8. Government cash managers rely heavily on availability of complete databases of

historical revenues and expenditures to enable better cash planning through the

use of trend analysis, often using interfaces with government financial

management information systems.

9. When the country is issuing debt securities in the domestic market through

auctions, the borrowing plan also includes the auction calendar. Efficient and

effective cash management supports development of a committed and transparent

borrowing plan, and contributes overall to reducing the cost of debt.

'10. Kenya's fiscal deficits (exclusive of grants) were projected to decrease from

Kshs.638.200 billion in FY 2018/2019 to Kshs.629.914 billion in FY 201912020then

to Kshs.614.078 billion inFY 202012021. However, in FY 202112022, the fiscal

deficit was projected to increase to Kshs.976. 106 billion, then decline to

Kshs.893.000 billion in FY 2022120232.|n contrast, the actual fiscal deficit amounts

as reported in the Budget Review and Outlook Paper for years 2018 to 2023 were

Kshs.732.035 billion, Kshs.83l.499 billion, Kshs.965.717 billion, Kshs.827.710

billion and Kshs.860.491 billion in FYs 201812019, 201912020. 202012021.

202112022 and 202212023 respectively.3 Therefore, the actual fiscal deficits has

been increasing in comparison to the pro.iected deficit.

1'l.ln bridging the fiscal balance, the Government borrowed both externally and

domestically whereby the net domestic financing amounted to Kshs.311.51'1

billion, Kshs.306,536 billion, Kshs.500.2 billion, Kshs.626.926 billion and

Kshs.521.5 billion for FYs 201712018, 2O18l2O'19, 201912020, 202012021,

2021 12022 and 202212023 respectively.

2 Budget Policy Statement FYs 201812019 to 202212023, page 13
3 Annual Debt management report 202112O22p9.7
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12.The IMF-World Bank debt sustainability analysis conducted in December 2022 in

collaboration with The National Treasury revealed that Kenya's present value of

public debt as at the end of Decembet 2022 was at 60% of GDP (5olo above the

threshold of 55% of GDP) out of which domestic debt was 33.2o/o ol GDP while

external debt was 26.8% of GDP.

13.As at the end of December 2022,|he total interest payments as a percentage of

GDP was at Kshs.807.895 billion (5.3%) comprising Kshs.594.489 billion (3.9%)

for domestic debt and Kshs.213.406 billion (1 .4%) for external debt. lnterest

payment for the domestic debt remained high, almost triple the level paid on

external debt, even though their respective stocks are the same. This difference

reflects the high-interest rates on domestic debt due to the unfavorable domestic

debt market, attracting minimal capital inflows.a

14. Cash Management function of The National Treasury is guided by The National

Treasury Cash Management Framework 2020, which is provided for under Section

29 (i) of the PFM Ac., 2012. The function involves various National Treasury

departments involved in Accounting Policy, Economic Affairs, Public Debt

Management and Budget Affairs among other key stakeholders.

15.The main objective of the audit was to assess measures put in place by The

National Treasury ONT) in ensuring effective cash and domestic debt

management.

'l6.The audit examined cash management operations and data of TNT, CBK and

OCoB for the five (5) years from FYs 2O18nUg b 202212023. However, the

assessment of cash planning and forecasting was only possible tor FYs 202112022

and 202212023 as the Cash Framework 2020 implementation had just

commenced. The audit focused on the operationalization of cash management

framework, reliability of government forecasts and plans in meeting government

obligations, utilization and management of govemment proceeds for both short

term and long-term domestic borrowing.

o

o

' 2023 Medium Term Debt Strategy pg. 12
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Extent of Achievements

17. ln the recent past, The National Treasury [NT) has put in place measures towards

enhancing the management of cash and public debt, which include the following;

i. The National Treasury established its first cash management framework in

January 2020.

ii. There has been increased provision of information through publication of public

debt information.

iii. Kenya's debt ceiling is now anchored as a percentage of gross domestic

product (GDP), from the previous nominal ceiling of Kshs.10 trillion.

iv. The formulation and preparation of the National Budget has been adhering to

budget guidelines and timelines, as provided for in the annual National Treasury

Circulars.

v. Automation of primary and secondary market process through the CBK

DhowCSD. This is a new Central Securities Depository (CSD) that offers a

streamlined and secure portal for investing in Government securities.

'18. However, despite the above efforts, audit findings indicate that cash and domestic

management operations are yet to function effectively, as detailed below: -

A. Policies, lnstitutional Arrangement and Capacity Put in Place by The National

Treasury in Ensuring Effective Functioning of Cash Management

i) Ongoing Operationalization of The National Treasury Cash

Management Framework 2020

'19. Review of conespondences and interviews with the Cash Management Unit

revealed that, The National Treasury established its first cash management

framework in January 2020. The framework is based on the Constitution of Kenya,

2010, the Public Finance Management Act, 20'12, the Public Finance Management

Regulations, 2015 and The National Treasury's Strategic Plan 201812019-

2022t2022.

20. Additionally, review of correspondences and interviews with the Cash

Management Unit revealed that the operationalization of the Cash Management

Framework 2020 was ongoing.
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ii) lnadequate Use of Modern Cash Management Tools and Techniques

in Enhancing Efficiency of Cash Management Function

21.The Treasury Management Unit has been undergoing capacity enhancement

through secondment of a technical resource person from the Central Bank of

Kenya on treasury management for an initial period of two (2) years that

commenced February 2023. The terms of reference of the technical resource

person include;

(a) Cash Flow: The development of cash flow forecasting tools to enhance the cash

flow module currently in place; preparation of annual aggregate cash plans to

guide in the monthly and weekly requirements for domestic borrowing;

preparation of variance analysis between the forecasts and actual cash flows;

and support for the cash management team in capacity building.

(b) IFMIS and Government Payment System: lnvolves providing advice and

documenting necessary changes in IFMIS system and CBK lnternet Banking

requirements to enable implementation of the Treasury Single Account (TSA).

22. As al the time of the audit, its only CBK lnternet Banking that had been

implemented. lmplementation of the remaining Terms of Reference was ongoing.

ln addition, cash planning and forecasting was being done using spreadsheets.

23. Even though there has been progress in building capacity, there is need to

continually build technical capacity of the existing officers to enhance the

understanding of cash management function and use of modern cash

management tools and techniques in enhancing effective cash management.

Although use of spreadsheets is an essential tool that is widely used for cash

planning and forecasting, the tool may not be entirely reliable since by using it for

forecasting entails manual collection and conversion of data, thereby increasing

the likelihood of human error. Considering the magnitude of the government budget

and the size of revenues and expenditures of all public entities, the accuracy of the

manual cash forecasts may be doubtful and unreliable. Cash managers may

require additional time to confirm the validity of the data prior to implementation of

cash plans. Consequently, there is need for application of modern analytical and

simulation techniques models for efficiency and effective cash management.

a
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B. Cash Planning and Forecasting of Government Priorities and Obligations

24. The National Treasury and Planning Framework for Cash Management January

2020, paragraph 2.1 provides that aggregate cash planning shall be consistent with

the macroeconomic framework, the annual budget and up to date projected

revenues, expenditure and debt outcomes. Effectiveness tn cash management

ensures that the national government meets its budgetary allocations in a timely

and cost-etfective manner.

Review of documents and interviews with the Cash Management Unit revealed the

following;

i) Preparation of Aggregate Cash Plans Consistent with Macroeconomic

Framework, Annual Budget, Revenue and Expenditure and Debt

Outcomes

25.The National Treasury had its first Aggregate Cash Planning in the FY 202112022.

lnterviews wlth Cash Management officers and a further detailed review of the FY

202112022 and FY 202212023 Annual Aggregate Cash Plans (AACPs), revealed

that the development of aggregate cash plans is based on original estimates and

monthly projections on revenues patterns, expenditures patterns of the MDAS,

public debt, cash balances and any arising deficit financing. This information is

further disaggregated on a monthly and sometimes on a weekly basis to determine

the cash requirements that will inform disbursements. lt is also noted that during

the financial year, even though short{erm borrowing is determined at the beginning

of the year, it is subsequently revised in the supplementary budgets, due to

changes in the financial market environment.

ii) Liquidity Constraints lmpeding Effective lmplementation of the Cash

Plans

26. Despite the progressive development of the AACPs and consistency with the

macro-economic framework and cash adjustments requirements made during the

year, The National Treasury has not been able to fully meet its budgetary

allocations in a timely and effective manner as the budget under absorption of total

amounts Kshs.151.637 billion, Kshs.256.429 billion and Kshs.377.362 billion in

FYs 202012021, 202112022 and 202212023 respectively were noted in the audit.

These was due to;
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a) lnadequate Exchequer Funds Resulting from Outstanding Exchequer

Requests

27. Exchequer Publications and Outstanding Exchequer Requests statements for FYs

202112022 to 202212023 review revealed that out of budget under absorption

amounts of Kshs.256.429 billion, Kshs.91.527 billion (35.69/0) was attributed to

outstanding Exchequer requests in FYs 202112022. Similarly, out of a budget

under-absorption of Kshs.377.362, Kshs.77.545 billion (20.55%) was attributed to

outstanding Exchequer requests in FY 202212023.

28. The outstanding Exchequer Requests were mainly attributed to the under-

achievement of revenue collection targets by Kshs.130.356 billion (4.5%) in FY

202012021, Kshs.277.093 billion (8.3%) inFY 202112022 and Kshs.375.36"1 billion

(10.4%\ in FY 202212023 from domestic and external sources.

29. The underperformance of revenue collection was due to;

i. Underperformance in Domestic Borrowing Revenues: Review of

Exchequer Publications revealed that revenues from domestic borrowings

underperformed by Kshs.84.5"l2 billion (9.7o/o) in FY 202012021, by

Kshs. 144.983 billion (8.3olo) in FY 202112022 and by Kshs.251.705 billion

(1 0.4o/o) in FY 202212023.

ii. Underperfornance in External and Grants Revenues: The outstanding

Exchequer release, especially for the development, was also attributed to the

underperformance of erternal loans and grants revenues by Kshs.45.263 billion

(10.7 o/o) in FY 2O2O|2O2'1, Kshs."181.578 billion (43.1%) in the FY 202112022

and Kshs.2s.'107 billion (4.9%) in the FY 202212023.

30. Review also revealed that in FY 202112022 development expenditures had the

largest proportion (45.72 percent) of outstanding Exchequer requests amounting

to Kshs.41.847 billion while in 202212023, recurrent expenditure had the largest

proportion (45.49 percent) of outstanding Exchequer requests of Kshs.35.275

billion closely followed by development expenditure amount of Kshs.25. 104 billion

in FY 202212023.

31 . |n light of the foregoing, low allocation of the development budget may have

affected the rate of development and sustainability of services in the country, while

the under-expenditure of the recurrent budget implies that citizens were not

provided with all requisite services that had been budgeted for.

tl
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b) Delays in Requesting for Funds from the Exchequer by Ministries,

Departments and Agencies

32. lnterviews with The National Treasury officials indicated that other than the

Outstanding Exchequer lssues, inadequate capacity to absorb the funds already

allocated and delays occasioned by Ministries Departments and Agencies in

requesting for funds from the Exchequer contributed to The National Treasury not

being able to fully meet the National Government's budgetary allocations in a timely

and effective manner, thus contributing to budget under-absorption.

C. Assessment of Utilization of Proceeds of Government Securities

i) lnadequate Utilization of Bonds Proceeds for Development

33. During the period under review, The National Treasury realized proceeds

amounting Kshs.2,974.696 billion from Treasury Bonds lssuance. Out of this,

Kshs.2,671 .254 billion was transferred to CFS account of which Kshs.558.870

billion was utilized to settle maturing domestic debt while the remaining balance of

Kshs.2,1 12.384 billion funded Exchequer releases to MDAS.

34. Utilization of these proceeds to fund repayment of maturing Treasury Bonds

contradicts the Fiscal Responsibilities Principle, Section 15(2Xc) of PFM Act, 2012

that provides that the national government's borrowings shall be used only for the

purpose of financing development expenditure and not for recurrent expenditure.

Additionally, inquiry with TNT on the reasons for not utilizing the bonds as per the

fiscal responsibility principles and prospectus indicated that debt obligation is a first

charge of the Consolidated Fund pursuant to Regulation 42(1)(a) of PFM

Regulations, 2015. Secondly, because of fungibility of money, the moneys were

used exchange-ably to fund priority Exchequer Requests instead of lying idle in the

Treasury Bonds Accounts. lt was also explained that provided that at the end of

the financial year the budget was fully funded, there should be no problem. As a

result, the audit could not verify what specific projects the Treasury Bonds

proceeds were expended on. Further, a number of lnfrastructure Bond

prospectuses indicates the purpose of Treasury Bonds to be general and not

specific to a particular infrastructure prolect making it difficult to confirm utilization

of the proceeds to specific projects. ln the long-run, non-adherence to fiscal

principles, which is an important pre-requisite for sound macro-economic

environment, may weaken investor confidence and development of markets for

government securities.
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ii) Allocation of Development Expenditure Below Public Finance Fiscal

Responsibility Principle 30 Percent Threshold

35. ln the period under review, it was revealed that development expenditure of

national government averaged 13.95% ofthe total national budget allocation in the

last three (3) financial years. The development expenditure is therefore 16.05%

below fiscal principal threshold of 30% of the total national budget allocation. For

instance, out of the total national government allocation, only 15.94o/o was allocated

for developmenl in FY 202012021, 14.30Yo in FY 202'112022, and 1'1.61o/o in FY

202212023. Since the 2023/2024 fiscal policy over the medium-term focuses on

supporting the government's Bottom-Up Economic Transformation Agenda

(BETA), implementation of this agenda is likely to face delays due to delayed

funding.

iii) Partial lmplementation of Treasury Single Account

36. lnterviews with the Cash Management Unit staff revealed that The National

Treasury was yet to fully operationalize a Treasury Single Account (TSA). The

Cabinet had approved implementation on 15 January , 2024. ln addition, The

National Treasury had made milestones such as automation of the Exchequer

process and taking stock of all government bank accounts. Steps to reduce idle

government cash balances had also commenced. The National Treasury also

adopted a hybrid model for TSA which shall allow entities to operate both at CBK

and Commercial banks. The implementation of the TSA is aimed at simplifying the

government's banking and providing visibility of cash resources and at the same

time enhancing transparency of the government's cash management.

iv) lnadequate Automation of Cash and Debt Management Operational

lnteractions

37. Correspondences and interviews with the Cash Management Unit revealed the

following;

a. Automation of Exchequer Yet to be Fully Rolled Out

38. For the IFMIS cash management module to be operational, it requires automation

of end-to-end exchequer release process for updating the actuals data in the cash

flow forecast template. The IFMIS cash management module relies upon the

completed end to end exchequer release process and approvals workflow from

both MDAs and Counties to update the actuals data in the cash flow forecast

template. Even though the need to automate arose from the recommendations of

a
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the Technical Assistance Report of 2019, the process incurred significant delay of

over two (2) years as both the legal and technical requirements of the various end

users had to be assessed and gaps addressed. At the time of the audit, the

automation of cash planning had been implemented while exchequer release

automation was at the piloting stage.

b. lnadequate Cash-Debt Management lntegration

39. IFMIS consists of several modules that support the different functional processes

associated with Government Fiscal Management. These include modules for

macroeconomic forecasting, budget preparation, budget execution (including cash

management, accounting and fiscal reporting), managing the size of the civil

service establishment and its payroll and pensions, debt management, tax

administration and auditing. The debt function through the debt management

module in IFMIS is yet to be inter-phased. This is because as at the time of audit,

the migration to the new CS-Meridian system was yet to be finalized. Coordination

and exchange of information between cash and debt functions is likely to be

impacted due to inability to access real-time cash and debt data and delayed

generation of out-turn analysis reports, which facilitates efficient decision making

on when and how much cash can be borrowed by the government in order to meet

its obligations.

D. Assessment of Adherence to Legislation on the Sourcing and Usage of Bank

Overdraft Facility

i) Failure by The National Treasury to Fully Repay the Overdraft Loan

Facility at The End of Each Financial Year

40.The overdraft facility is a temporary source of cash to cater for priority payments

and emergencies used by The National Treasury when revenue streams such as

tax receipts and debt do not flow into government accounts at a pace that matches

expenditure cash demands. The facility is limited to five percent of the gross

recurrent revenue of the government's previous years' audited accounts.

41.Review of Overdraft Bank statements for the FYs 2018/2019 lo 202212023

revealed outstanding overdraft balances averaging Kshs.59.472 billion at the end

of each financial year.

42. During the audit, it was observed that Treasury Bills and bank overdrafts are short-

term borrowings to cover temporary cash shortfalls and are repayable within twelve
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months. The surplus Treasury Bills are used to settle the bank overdraft and

increase its limit while shortfalls increase the overdraft facility. The overdraft facility

for the period under review was observed not to have been settled at year-end due

to insufficient funds. As a result, the long outstanding overdraft balances lead to

increased interest as a cost of borrowing.

E. Other Findings

i) Discrepancies in Treasury Bills Monthly Bank Account Reconciliations

Statements

43. Review of Cashbook of Treasury Bills Account number 1000000977 for the five (5)

year period, revealed that The National Treasury did not prepare accurate monthly

bank reconciliations of Treasury Bills Account in FY 201712018. The discrepancies

were not investigated to appropriately update the cashbook for the subsequent

years. This resulted to unresolved long outstanding reconciling items in the bank

reconciliation statement.

44. The audit sought further clarification from the Debt Settlement office on the

discrepancies and established that only three transactions are posted in the

Treasury Bill Cashbook. These are Treasury Bill Proceeds, Receipts from the

Exchequer and the Call-Ups. However, the receipt from the overdraft account had

not been posted in the cashbook as at the time of the audit. Therefore, in the

absence of Treasury Bills Proceeds and Redemption Schedule for the period, the

audit could not confirm the actual movement of cash as explained by the

Management. As a result of the above discrepancies, there may be misstatement

of ledger accounts (e.9. Treasury Bills Proceeds ledger), fictitious payments and/or

misstatement of cashbook balances in the subsequent years.

ii) Non-Recording of Domestic Debt by the PDMO in the CS-DRMS

45. lnterviews with the Back Office Ag. Deputy Director at the time of the audit,

revealed that PDMO did not record domestic debt data in the CS-DRMS system.

lnstead, reliance is placed on the Central Bank of Kenya's system for recording,

managing and reporting of domestic debt. Non-recording of the domestic debt data

by the PDMO may result in inadequate monitoring, reconciling and management

of the domestic debt.
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Conclusion

46.The National Treasury established a Cash Management Framework, in January

2020, that guides on effective functioning of cash management. The

operationalization of the framework is ongoing as The National Treasury

established Cash Management Unit, appointed a technical resource person on

0'l February, 2023 to oversee Cash Flow and IFMIS and Government Payment

System and also appointed members to the Cash Management Committee and

Cash Management Technical Team on 13 June 2023 in response to the staff

turnover. Despite the progress in building capacity, there still remains a need to

enhance technical capacity of the existing officers in understanding cash

management functions and use of modern cash management tools and

techniques.

47. Even though The National Treasury's preparation of the Aggregate Annual Cash

Plans (AACPS) is consistent with the macro-economic framework, The National

Treasury [NT) has not been able to adequately meet its budgetary obligations in

a timely and cost-effective mannerdue to liquidity constraints arising from shortfalls

in external and domestic receipts.

48. There is inadequate visibilig of the government balances, cash inflows and cash

outflows due to incomplete operationalization of a Treasury Single Account (TSA)

and inadequate cash-debt management integration as per objectives of cash

management framework. Additionally, efficient coordination between cash and

debt functions continues to be negatively impacted due to inability to access real-

time cash and debt data, and lack of generation of reliable outturn reports which

facilitates efficient decision making on when and how much cash can be borrowed

by the government to meet its obligations.

49. The national government's development budget allocation averaged 13.95%.

Also, the proceeds from Treasury Bonds have not been adequately utilized for

development purposes. Therefore, The National Treasury has not adequately

adhered to the Fiscal Principles stated in Section 15(1)and 15(2)(a) and (c) ofthe

Public Finance Management Acl, 2012, that in managing the national

government's public finances, The National Treasury is required to enforce and

adhere to The Fiscal Responsibility principle of:
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Over the medium-term a minimum 30 percent of the national and county

governments budget shall be allocated to the development expenditure;

over the medium term the national government's borrowings shall be used

only for the purpose of financing development expenditure and not for

recurrent expenditure;

over the medium term the national government's borrowings shall be used

only for the purpose of financing development expenditure not for recurrent

expenditure.

a
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50. The National Treasury has not been able to prudently utilize the overdraft facility.

For instance, short{erm borrowing instruments such as Treasury Bills and Bank

Overdrafts are employed for purposes of cash management. ln addition, while all

short-term securities should be settled within a year, this does not apply to Bank

Overdrafts as these balances are rolled over to subsequent financial years. The

long outstanding overdraft balances attract high interest hence have negative

impact on the overall cash flow position due to increased cost of debt.

Recommendations

5'1. ln view of the findings and conclusions of the audit, the following are

recommendations for implementation by The National Treasury to ensure effective

cash management:

52. There is need for The National Treasury to continually build technical capacity of

the existing officers to enhance the understanding of cash management function

and use of modern cash management tools and techniques in enhancing effective

cash management.

53.To ensure effective government cash planning and forecasting and full

implementation of government priorities and obligations while reducing the risk of

cash shortage or restricting expenditures, the National Treasury should finalize on;

i. The operationalization of the Treasury Single Account to ensure

government's centralized control of cash resources that enables optimum

use of government balances;

ii. The integration of both cash planning functions and debt management

function through the public debt module in IFMIS and CS-Meridian to ensure

efficient execution of budget.
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54. To ensure that the government meets its budgetary allocations in a timely and cost-

effective manner, in the long term, The National Treasury should; emphasize

operationalization of fiscal performance measures recommended in Budget

Review Outlook Papet 202312024 of ensuring strong revenue performance paired

with careful expenditure controls while protecting social spending.

55. The National Treasury should adhere to and enforce the Fiscal Responsibility

Principles in Section 15(1) and 15(2) (a) and (c) of the Public Finance Management

AcL 2012, that requires that a minimum of 30 percent of the national and county

governments budgets are allocated to the development expenditure over the

medium-term and that over the medium term the national government's borrowings

are to be used only for the purpose of financing development expenditure and not

for recurrent expenditure.

56. To ensure prudent management of overdraft facility, The National Treasury should

strengthen revenue performance, cap expenditure and develop the market for

government securities by building robust financial market policy and regulatory

framework and diversifying financial products and services in order to ensure cash

inflows are adequate and timely in meeting government's shortterm obligations.

57.The National Treasury should establish adequate internal control systems that

ensure accurate preparation of monthly bank reconciliations of government

Treasury Bills account. Further, the management should ensure the accuracy and

completeness of records in the Cash Book for purposes of generating reliable

monthly and end year account balances. Any discrepancies or reconciling items

should be investigated immediately and appropriate action taken including

updating the relevant cash books.

58. The National Treasury through the Public Debt Management Office should ensure

maintenance of reliable debt data of domestic debt transactions to ensure they

are within the guidelines and risk parameters of the debt strategy in order to enable

an effective cash management system.
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1.0 BACKGROUND TO THE AUDIT

lntroduction

1 .1 Article 229 (6) of the Constitution of Kenya, 2010 and Section 36 of the Public

Audit Act, 2015 mandates the Auditorceneral to examine and report on the

economy, efficiency and effectiveness with which public money has been

expended.

1.2 Cash management refers to ensuring the right amount of moneys available at

the right time and the right place to meet government's obligations in the most

cost-effective way. Faced with increasing priorities, decreased revenues and

constraint access to financial markets, governments are continuously facing

challenges in executing their budget in a timely and cost-effective manner. A

comprehensive and robust cash management is key to ensuring that cash is

adequate and available in a timely manner in order to meet government's

obligationss.

1.3 Debt management, according to the INTOSAI Development lnitiative (lDl)

Manual 2020, refers to the process of establishing and executing a strategy for

managing the government's debt in order to raise the required amount of

funding at the lowest possible cost over the medium to long run, consistent with

a prudent degree of risk.

1.4 According to The National Treasury and Economic Planning's Cash

Management Framework (January 2020), the overall objective of government

cash management is to ensure effectiveness and efficiency in government

resource allocation i.e. having the right amount of money in the right place at

the right time to meet the government obligations in a timely manner and cost-

effective way.

1.5 At first glance, cash management and debt management seem distinct in their

goals and operations, and in fact, they have evolved independently over time

in numerous nations. These two (2) functions can be differentiated as follows;

1.6 Cash Management has a relatively shortterm outlook whereas debt

management has a relatively medium-term to long-term outlook. While the

objective of cash management is to meet government obligations in a timely

and cost-effective manner, the objective of debt management is to ensure that

,|

a

5 The National Treasury and Economic Planning's Cash Managemenl Framework, January 2O2O



the government meets its borrowing needs in lowest possible cost consistent

with a prudent degree of risk.

1.7 However, these two (2) functions inter-relate in the following manner,

'Efficient and effective cash and debt management are extremely important for

governments during normal times, but become critical during financial crises.

ln normal times, good cash management practices can produce considerable

savings for governments through accurate understanding and management of

liquid financial assets and navigating through periods of insufficient cash. For

instance, during periods of financial crisis, effective cash management can still

support vital social protection programmes in the vital sectors of the economy.6
'1.8 Debt Management Strategy guides public debt management and aims at

minimizing borrowing costs and risk of public debt amidst continuous paradigm

changes in the domestic and global tinancial markets. Similarly, effective public

debt management strategy permits fiscal policy to operate efficiently while

minimizing financial portfolio risks relating to market movements and debt

rollovers. lt is therefore imperative that the debt management strategy and

related policy are designed to ensure investor confldence, minimize borrowing

costs, enhance market stability and ensure a stable cash management regime.

1.9 Government cash managers rely heavily on the availability of complete

databases of historical revenues and expenditures to enable better cash

planning through the use of trend analysis, often using interfaces with

government financial management information systems (Khan and Pessoa,

2010) 7

1 . 10 When the government is issuing debt securities in the domestic market through

auctions, the borrowing plan should also include the auction calendar.

Moreover, efficient and effective cash management supports the development

of a more committed and transparent borrowing plan, and contributes overall to

reducing the cost of debt. The cash flow forecasts are normally a function of

6 John Gardner and Brian Olden. Cash Management and Debt Management: Two Sdes oftho Same
Co,h? Pg. 283-310

7 Abdul Khan and Mario Pessoa (2010). Conceptual Design: A Critical Element of a Government
Financial Management lnformation System Project. lnternational Monetary fund. Fiscal Affairs
Oepartment
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Government Accounting Services, although in some developing countries the

Debt Management Offices could assume that responsibility.

1.11 Because of the close linkage between central government cash flow forecasts

and Debt Managers, it is essential that regular and reliable information sharing

occur between these two functions. lt is important to stress that execution of

the annual borrowing plan requires consistent and close observation of market

conditions. ln moments of intense adversity, issuance plans may be adjusted

in such a way as to minimize the volatility of government bond market, thus

ensuring an adequate balance between costs and risks.

1.12 Kenya's fiscal deficit (exclusive of grants) were projected to decrease from

Kshs.638.200 billion in FY 20'1812019 to Kshs.629.9'14 billion in FY 201912020

then to Kshs.614.078 billion in FY 20201202'1. ln FY 202112022 however, the

fiscal deficit was projected to increase to Kshs.976.106 billion, then projected

to decrease to Kshs.893.000 billion in FY 2022120238.1n contrast, according to

the Budget Review and Outlook Paper for years 2018to2023, the actuals fiscal

deficit amounts were reported to be Kshs.732.035 billion, Kshs.831.499 billion,

Kshs.965.717 billion, Kshs.827.710 billion and Kshs.860.491 billion in FYs

201 812019, 201 I 12020, 202012021, 2021 12022 and 2Q2212023 respectively.

Therefore, the actual fiscal deficits have been increasing in comparison to the

projected deficit.

1.13 ln bridging the fiscal balance, the Government borrowed both externally and

domestically whereby the net domestic financing amounted to Kshs.31 1.51 1

billion, Kshs.306,536 billion, Kshs.500.2 billion, Kshs.626.926 billion and

Kshs.S2 1. 5 billion for F Y s 2017 1 18, 20181 19, 2O1912O, 2020121, 2021 122 and

2022123 respectively.

1.14 The IMF-World Bank debt sustainability analysis conducted in December 2022

in collaboration with the National Treasury revealed that Kenya's present value

of public debt as at the end of December 2022, was at 60% of GDP (5olo above

threshold of 55% of GDP) of which the domestic debt was 33.2% of GDP while

external debt was 26.8% of GDP.

1.15 As at the end of December 2022, the total interest payments as a percentage

of GDP were Kshs.807.895 billion (5.3%) comprising Kshs.594.489 billion

a
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(3.9%) for domestic debt and Kshs 2 13.406 billion ('1.4%) for external debt.

lnterest payment for the domestic debt remained high, almost triple the level

paid on external debt even though their respective stocks was the same. This

difference reflects the high-interest rates on domestic debt due to the

unfavorable domestic debt market which attracts minimal capital inflows.e

"l .16 Cash Management function of The National Treasury is guided by The National

Treasury Cash Management Framework 2020, which is provided for under

Section 29 (i) of the PFM Act 2012. The function is a team-function that involves

various National Treasury departments involved in Accounting Policy,

Economic Affairs, Public Debt Management and Budget Affaires among other

key stakeholders.

1.17

Motivation for the Audit

The Auditor-General authorized the audit after consideration of the following

factors;

(i) Achieving an ambitious development agenda, including all the sustainable

development goals, will require an equally ambitious, comprehensive,

holistic and transformative approach with respect to the means of

implementation, combining different means of implementation and

integrating the economic, social and environmental dimensions of

sustainable development. This should be underpinned by effective,

accountable and inclusive institutions, sound policies and good

governance at all levels. For instance;

(a) The 2015 Addis Ababa Action Agenda establishes a strong foundation

to support the implementation of the 2030 agenda for the sustainable

development through providing a new global framework for financing

sustainable development by aligning all financing flows and policies

with economic, social and environmental priorities. lt acknowledges

domestic public resources, debt and debt sustainability as action

areas in the agenda among others.

(b) The Bottom-Up Economic Transformational Agenda is anchored on 5

(five) pillars: Agriculture, MSME Economy, Housing and Settlement,

Healthcare, as well as Digital and Creative Economy. The priority
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(ii)

interventions proposed in the 2022-2027 plan are expected to

contribute towards 6 (six) broad objectives including lowering the cost

of living, eradicating hunger, managing unemployment, improving

fiscal performance, stabilizing foreign exchange and ensuring

inclusive economic grovrrth. Approximately Kshs.2.67 trillion is

required to fully implement the agenda as most projects are capital

intensive. ln cognizant of the prevailing constrained fiscal space,

rising global inflation, long-term impact of the Covid-19 pandemic and

the Russia-Ukraine conflict among other geopolitical dynamics,

prudent borrowing in financing the deficits and having the right amount

of money in the right place at the right time to meet these and other

government obligations in a timely manner and cosheffective way is

key.

(c) Further financing of the plan is based on a fiscal consolidation

commitment whereby the fiscal deficit must progressively decline from

the current 2022J2023 deficit of 6.2 percent of GDP to 3 percent of

GDP by FY 2026-2027: revenue projections must exceed average

performance for the last three years; and expenditure growth is

capped at 75olo of the revenue growth rate. This calls for Budget

neutrality which is a key principle for required policy interventions.10

The report of the Budget and Appropriations Committee on the 2022 MTDS

noted that the Government's financing is already dependent on domestic

financing which has been observed from previous deviations from existing

annual strategies in favor of domestic borrowing. The Committee noted that

while it is important for domestic market sustainability, if the same was not

coupled with adequate market reforms, it could exert pressure on the

domestic financial market leading to crowding out effect and increase

borrowing cost. The Committee observed that the domestic financial

market is at the core of deficit financing strategy proposed in the 2022

MTDS despite the domestic debt portfolio having a high interest rate and

refinancing risk.

10http://parliament.go.ke/sites/defauluiiles/20221 1/ASSESSMENT0/620OF%20THE%20COSTo/"20lMP
LICATIONS%2OOFO/O2OTHEO/O2OBQTT OMUP%2OECONOMIC%2OTRANSFORMATION%2OPLAN%
202022-2027.N|
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1 .18 Pursuant to regulations 16 of the Controller of Budgat regulation,2021 , the

Controller of Budget can compel The National Treasury and Central Bank of

Kenya (CBK) to give the CoB real-time a@ess to monitor cash movements into

and out of the accounb. The regulations give the CoB a clear view on cash

outflows from the Consolidated Fund, Equalization Fund, County Revenue

Fund and any other public accounts to ensure that accounting offcers do not

breach set eilings in the use of public funds.1'l

lihtbs://$,wvy.businr$dailvatica.cordbd/Gconomv/-budoct-conboll€r-secks-rcaFtime-access-to-
stato-accounB-3847526
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2.0 DESIGN OF THE AUDIT

Audit Objective

The main objective of the audit was to assess measures put in place by The

National Treasury (TNT) in ensuring effective cash and domestic debt

management. Specifically, the audit sought to;

(i) Assess the policies, institutional arrangement and capacity put in place

by The National Treasury in ensuring effective functioning of cash

management.

(ii) Assess whether cash planning and forecasting ensures government

priorities and obligations can be implemented without risk of cash

shortage or restricting expenditures.

(iii) Assess whether government securities (Treasury Bills and Bonds)

sourcing are through cash plans/forecasts and borrowing plans and

within prudent degree of risk and minimum costs.

(iv) Assess whether the utilization of proceeds of government securities are

for the intended purpose, according to Fiscal Responsibility Principles

Section 15 of PFM Act, 2012 and Section 26 of the PFM Regulations,

2015.

(v) Assess whether the sourcing and usage of the bank overdraft facility

undertaken is as prescribed by legislatlon and adheres to the principles

of economy.

2.2

Scope of the Audit

The audit examined cash management operations and data of TNT, CBK and

CoB for the five (5) years from FYs 20'18/2019 lo 202212023. However, the

assessment of cash planning and forecasting was only possible for FYs

202112022 and 202212023 as the Cash Framework 2020 implementation had

just commenced. The audit focused on the operationalization of cash

management framework, reliability of government forecasts and plans in

meeting government obligations, use and management of government

proceeds from both short term and long{erm domestic borrowing.
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Methods of Data Collection

2.3. The audit was conducted in accordance with Public Debt Auditing and

Performance Auditing Guidelines set by lnternational Organization of Supreme

Audit lnstitution (INTOSAI). The audit also used Public Debt Management

Manual (A Handbook for Supreme Audit lnstitutions) August 2020 and Office of

the Auditor General-Kenya (OAG-Kenya) Performance Audit Policies and

Procedures Manual as reference material.

2.4. The audit team used documentary review and interviews to gather data as

follows;

Document Review

2.5. To understand the Legal and lnstitutional Framework the audit team reviewed

the Constitution of Kenya, 2010; PFM Acl 2012: PFM (National Government)

Regulations 2015; The National Treasury Cash Management Framework 2020;

Debt and Borrowing Policy 2O2O: DEMPA Tool & Guide, and; UNCTAD

Principles as per Appendix l.

2.6. To understand the key processes and stakeholders involved in cash

management, the team reviewed the Budgeting & Debt Management

Proced ures Manual, National Treasury Strateg ic P lan 201 8 I 20 1 9 -202212023,

Organizational Structure, staff establishment among other documents.

2.7. To gain information on cash management, the team reviewed the Framework

for Cash Management, Annual Cash Plans, Budget Policy Statements (BPS),

Aggregate Cash Plan inputs, Revenue Plans, Expenditure Plans, Debt

Medium-Term Expenditure Framework (MTEF), Treasury Bonds Prospectus,

Domestic Debt Portfolio, Medium Term Debt Management Strategies, Budget

Estimates and Annual Borrowing Programs for the Fnfs 20'18/2019 to

2022t2023.

2.8. To gain understanding on emerging issues, development & concerns in cash

management, the team reviewed The National Treasury forecasts, cash plans,

borrowing programs, Controller of Budget lmplementation Reports, Annual

Debt Management Performance Reports and Office of the Auditor-General

Audit Reports.

lnterviews

2.9. To understand the key processes, various domestic debt instruments, planning

for borrowing, implementation, utilization, reporting and emerging issues,
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2.11

2.12

development & concerns in cash management, the team interviewed officers in

the Directorate of Public Debt Management and specifically Middle Office

Department as per Appendix ll.

To understand the role played by Controller of Budget in cash management,

the audit team interviewed officers in key positions from the Office of the

Controller of Budget.

To understand the procedures, processes and controls put in place by the

Accountant General in cash management, the audit team interviewed the

Senior Deputy Accountant General at TNT.

The team also interviewed senior officers from the Central Bank of Kenya who

directly deal with cash management, to understand the role played by CBK in

cash management. This is as per Appendix ll.

Assessment Criteria

The main assessment criteria were drawn from The Constitution of Kenya,

2010, PFM Act,2012, PFM (National Government) Regulations, 2015, Central

Bank of Kenya Act, Debt and Borrowing Policy,2020, Agency Agreement

between The National Treasury and The Central Bank of Kenya, DeMPA

Assessment f ool 202'1, Resource Mobilization Department (Front Office)

Procedural Manual, Middle Office Procedural Manual and the Approved

Framework for Cash Management as per Appendix l.
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3.0 DESCRIPTION OF THE AUDIT AREA

Cash Management lnstitutional Framework

3.1 Cash management describes the process by which the Government projects

and manages day to day cash inflows and outflows.

3.2 An efficient Government accounting system and robust procedures for

monitoring, controlling Government spending, and forecasting revenues are

essential for effective Government cash management. Typically, it is the

Ministry of Finance that has the primary responsibility of developing and

maintaining these systems.

3.3 To establish a solid framework for Government financial management,

budgetary analysis, and responsible cash management, Government agencies

must regularly forecast their revenue and expenditure flows. ln terms of

budgetary analysis, this information may be required on a monthly basis oreven

more frequently period.

The Functions of the National Treasury and Economic Planning

3.4 The National Treasury derives its mandate from Article 225 (1) of the

Constitution of Kenya,2010, which states that an Act of Parliament shall

provide for the establishment, functions and responsibilities of the National

Treasury. lt will undertake the following functions:

(i) Formulate, implement and monitor macro-economic policies involving

expenditure and revenue;

(ii) Manage the level and composition of national public debt, national

guarantees and other financial obligations of National Government;

(iii) Mobilize domestic and external resources for financing National and

County Government budgetary requirements.

(iv) To prepare the National Budget, executeiimplement and control approved

budgetary resources to MDAs and other Government agencies/entities.

3.5 The National Treasury & Economic Planning has established a Cash

Management Framework that governs the Cash Management function of the

instatution. This Framework is mandated under Section 29 (i) of the Public

Finance Management Act, 20'|'2, which requires the establishment of a

comprehensive framework to oversee cash transactions of the National

Government.
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3.6 The National Treasury Cash Management Framework involves Departments

and Entities responsible for the National Treasury Cash Management function.

To effectively combine the efforts of these Departments and Entities in ensuring

prudent cash management, National Treasury Cash Management Unit has

been created. The Unit serves as a platform for the collaboration and

harmonization of the various skills and expertise of these key Departments and

Entities. This collaboration plays a crucial role in guiding the decision-making

bodies responsible for cash management.

3.7 According to the National Treasury's Cash management framework, the Cash

Management Committee (CMC) and the Cash Management Technical Team

(CMTT) constitute the Cash Management Advisory Commiftee (CMAC). The

CMC serves as the primary decision-making body and provides strategic

guidance for cash management, while the CMTT handles the day-to-day cash

management activities and assists the CMC in carrying out its functions.

Further, the Framework establishes a Cash Management Unit that facilitates

the operations of the Cash Management Advisory Committee.

3.8 To foster collaboration within the Cash Management function of The National

Treasury, the Cash Management Unit will assume the responsibility of providing

secretariat support to the Cash Management Advisory Committee. The

Secretariat will serve as a centralized hub where the primary stakeholders in

cash management can convene to share their data and information.

3.9 The National Treasury several key departments and entities involved in Cash

Management include:

(i) The Accounting Services Department (ASD)

(ii) Resource Mobilization Department (RMD)

(iii) Debt Policy, Strategy, and Risk Management (DPS&RM)

(iv) Debt Recording and Settlement (DR&S)

(v) Budget Department (BD) in collaboration with the Macro and Fiscal Affairs

Department (MFAD)

(vi) lntergovernmental Fiscal Relations (IGFR)

(vii) lntegrated Financial Management lnformation System (lFMlS)

(viii) Government lnvestment and Portfolio Enterprises (GIPE)

(ix) Public lnvestment and Portfolio Management (PIPM)

(x) Pensions Department (PD)

o
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3.10

Coordination Structure of Cash Management

Departmental and Cash Management Advisory Committee relationship in the

execution of The National Treasury cash management function is as shown in

Figure 1. The CBK is a key institution in cash management and normally may

be consulted from time to time on the cash management function.

Figure 1:The Cash Management Coordination Structure

Source: The National Treasury Cash Management Framework, 2020.

Key:

CMC: Cash Management Committee GIPE: Government lnvestment and Public Enterprise

CMU: Cash Management Unit CMTT: Cash Management Technical Team

ASOA: Accounting Services and Quality Assurance BDr Budget Department

PIPM: Public lnvestment and Portfolio Management

IGFRD: lnter€overnmental Fascal Relalions Department

IFMIS: lntegrated Financial Managemenl lnformation System

PDMO: Public Debt Management Offrce

DPSRM: Debt Policy, Strategy and Risk Management

DRSM: Debt Recording and Settlement

RMD. Resourc€ Mobilization Departrnent

BFEA: Budget Fiscal Economic Affairs

MFAD: Maqo and Fiscal Affairs Deparlment
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Roles and Res po n sib ilities

3.'l 1 The cash management function is spread across The National Treasury

Departments responsible for accounting policy, economic affairs, public debt

management and budget. The specific roles and responsibilities under cash

management are shown below;

(i) The Cash Management Unit

3.12 To enhance Government Cash Management Function, The National Treasury

Cash Management Unit (TCMU) which is domiciled under the Accounting

Services and Quality Assurance Directorate provides the secretariat support to

the primary National Treasury Directorates engaged in cash management. The

head at the helm of the cash management unit holds responsibility for

overseeing its operations and the unit performs the following functions;

(a) Overall coordination of cash management in The National Treasury,

preparation of Aggregate Cash Plan and guidance on monthly allocations

amongst other functions.

(b) Providing information on cash performance for management of the budget

and liquidity.

(c) Cash forecasting and cash flow revisions.

(ii) Budget Fiscal and Economic Affair

3.13 The Department is headed by the Director General, Budget Fiscal and

Economic Affairs (BFEA) or Designated Officer and provides information on;

(a) Revenue collection and projections.

(b) Macro data to guide aggregate projections.

(c) Approved budget by category.

(d) Review of MDA cash plans.

(e) County funding

(0 Establish and maintain the list of service delivery MDAs as part of the budget

process.

3.14 ln relation to Domestic Debt, the Department is mandated to carry out the

following functions;

(a) Formulate, implement and monitor macro-economic, fiscal and financial

policies and regulations.

(b) Coordinate the preparation of the macro-fiscal framework to guide

preparation and implementation of the budget.

o

a
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3.15

3.16

3.17

(c) Coordination of preparation and presentation to Parliament of Medium-Term

Expenditure Framework (MTEF) and Annual Estimates of expenditure.

(d) Development of broad priorities for allocation of public expenditure and

implementing Ministerial Ceiling System.

(e) Enforcing proper management control, monitoring and evaluation for

efficient utilization of budgetary resource to realize value for money.

(f) Setting up systems for the budget process e.g. Government Financial

System (GFS) classification MTEF Budget.

(g) Ensuring that allocation of resources is consistent with Government policy

priorities.

(iii) The Accounting Services and Quality Assurance

The Department is charged with the following roles;

(a) Review of aggregate cash plans.

(b) Provide information on Exchequer management and reporting.

(c) Funding of government overdraft.

(d) Management of cash buffer.

(e) Provide relevant platform on IFMIS for cash management.

(rv) Public lnvestment and Portfolio Management

Public lnvestment and Portfolio Management (PIPM) provide information on;

(a) Monitoring of Major Public lnvestments (PIPM- PIM) and ensure the status

is updated for guidance on projects for Exchequer releases.

(b) Projections and actual receipts from parastatals on a monthly basis.

(c) Pension prolections and actual payments.

(v) Pub|c Debt Management Office

The functions of Public Debt Management Office (PDMO) are enlisted under

Section 63 of the PFM Acl, 2012 and Regulation 194 of the PFM (National

Government) Regulations, [Rev. 2020] and include but not limited to;

(a) Carrying out the government's debt management policy of minimizing its

financing cost over the long{erm taking account of risk.

(b) Maintaining a reliable debt data base for all loans taken by the National

Government, County Governments and their entities including other loans

guaranteed by the national government.

(c) Preparing and updating the annual mediumterm debt management

strategy including debt sustainability analysis.
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3.'18

3.19

3.20

(d) Preparing and implementing the national government borrowing plan

including servicing of outstanding debts.

(e) Acting as the principal in the issuance of Government debt securities on

behalf of The National Treasury (TNT).

(f) To monitor and evaluate all borrowing and debt-related transactions to

ensure that they are within the guidelines and risk parameters of the debt

management strategy.

(g) Transacting in derivative financial instruments in accordance with best

international practices benchmarked to the debt management offices of

other governments that are internationally respected for their practices.

Public Debt Management office is organized into three (3) Technical inter-

dependent Departments namely; -

(a) The Resource Mobilization Department (Front Office),

(b) Debt Policy, Strategy and Risk Management Department Middle Office),

and

(c) Debt Recording and Settlement Department (Back Office).

(i) The Resource Mobilization Department

It is also referred to as Front Office and is mandated to carry out the following

functions:

(a) Undertake domestic and foreign borrowing including raising of grants in

accordance with relevant laws.

(b) Prepare and implement the National Government Borrowing Plan and in

consultation with the fiscal agent prepare the annual domestic debt issuance

calendar.

(c) Act as the principal in the issuance of Government debt securities on behalf

of The National Treasury through the lmplementation of govemment

securities auction calendar.

(ii) Debt Policy. Strategy and Risk Management Department

Also known as the Middle Office, it normally undertakes the following functions:

(i) Carrying out the government's debt management policy of minimizing its

financing cost over the long-term taking account of risk through

preparation, implementation and review of the Medium-Term Debt

Strategy.

a
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3.21

3.22

(ii) Monitor and evaluate all borrowing and debt-related transactions to ensure

that they are within the guidelines and risk parameters of the debt

management strategy.

(iii) Transact in derivative flnancial instruments in accordance with best

international practices benchmarked to the debt management offices of

other governments that are internationally respected for their practices.

(iv) Prepare statutory debt related reports for the Cabinet Secretary.

(v) Undertake periodic public debt sustainability analysis, portfolio risks and

costs analysis.

(vi) Review public debt management policy and guidelines.

(vii) Advise and coordinate domestic debt market for government debt

securities.

(iii) Debt Recording and Settlement Department

Also referred to as Back Office, it is mandated to carry out the following

functions:

(a) Maintaining a reliable debt data base for all loans taken by the National

Government, County Governments and their entities including other loans

guaranteed by the National Government.

(b) Process and settle debt service and disbursement of loans and grants.

(c) Prepare, reconcile and maintain financial statements on debt and grants

related transactions and submit to the Accounting Officer responsible for

finance.

(d) Maintain Public Debt Registry.

(e) Maintain a comprehensive and reliable debt database for public debt and

grants.

(iv) The Budget Frscal and Economrc Affarrs Directorate

ln relation to Domestic Debt, the Budget Fiscal and Affairs Directorate is

mandated to carry out the following functions

(a) Formulate, implement and monitor macro-economic, fiscal and financial

policies and regulations.

(b) Coordinate the preparation of the macro-fiscal framework to guide

preparation and implementation of the budget.

a

a

a

a

a

a

a

a

a

o

a

16

o



a

o

a

a

a

o

a

a

a

a

3.23

3.24

3.25

(c) Coordination of the preparation and presentation to Parliament of Medium-

Term Expenditure Framework (MTEF) and Annual Estimates of

expenditure.

(d) Development of broad priorities for allocation of public expenditure and

implementing Ministerial Ceiling System.

(e) Enforcing proper management control, monitoring and evaluation for

efficient utilization of budgetary resource to realize value for money.

(f) Setting up systems for the budget process e.g. Government Financial

System (GFS) classification MTEF Budget.

(g) Ensuring that allocation of resources is consistent with Government policy

priorities.

Functrons of the Kenya Revenue Authority

According to Act of Parliament, Chapter 469, Kenya Revenue Authority (KRA)

is charged with collecting revenue on behalf of the Government of Kenya. The

specific functions are:

i. To assess, collect and account for all revenues in accordance with the

written laws and the specified provisions of the written laws;

ii. To advise on matters relating to the administration of, and collection of

revenue under the written laws or the specified provisions of the written

laws and;

iii. To perform such other functions in relation to revenue as the Minister may

direct.

Kenya Revenue Authority collaborates with the Macro and Fiscal Affairs

Department in preparation of the revenue plan. The KR/A provides MFAD with

the annual and monthly revenue projection as an input to the development of

an inflow schedule that is prepared annually every 15rh July.

Functions of the Office of the Controller of Budget

The functions of the Office of the Controller of Budget (OCoB) are as follows;
(i) Approve Exchequer request.

(ii) Monitorbudgetimplementation.

(iii) Report on the budget implementation and advice government on the

prudent use of the resources.

(iv) Ensure that the spending is within the approved ceilings.

(v) Review planning documents for budgets and advice accordingly.

o
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3.26

3.27

(i)

3.28

(vi) Approve grants/credits for external or internal debt.12

Functrons of the Central Bank of Kenya

The functions of the Central Bank of Kenya (CBK) as per the Agency

Agreement between The National Treasury (TNT) and Central Bank of Kenya

are as follows;

(i) lmplement the borrowing program approved by TNT.

(ii) On receiving the domestic borrowing requirement from TNT, the CBK will

prepare a borrowing program for approval by the TNT.

(iii) The CBK shall undertake auctions of domestic Government securities in

accordance with the estimated government borrowing requirement.

(iv) On behalf of TNT, the CBK shall announce the results of auction to the

media. The CBK shall prepare prospectus of Government domestic

securities issues and their listing on the Nairobi Securities Exchange

(NSE)

(v) The CBK shall prepare auction rules and guidelines in liaison with TNT

(vi) The CBK will implement market development strategies for Government

securities.

Process Description for Cash Management

According to the Cash Management framework, cash planning involves;

Aggregate Cash Planning

To ensure effective coordination and planning in Cash Management, Ministries,

Departments, and Agencies (MDAs) prepare and submit their annual cash

plans to TNT by the end of March, aligned with the Budget circular. MDAs must

ensure that their cash plans are consistent with their procurement plans. The

Annual Aggregate Cash Plan is completed by May 31st each year. lf necessary,

MDAs are required to revise their cash plans in line with the Appropriated

Budget by Parliament and cash availability recommended by the Cash

Management Committee (CMC). These revisions are submitted to TNT within

5 working days after the budget receives presidential assent. The final Annual

Aggregate Cash Plan is prepared and approved by the Permanent Secretary

of The National Treasury by July 30th each year.
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3.29

(ii)

3.30

3.31

3.32

(rri)

3.33

The cash plan should align with the macroeconomic framework, the annual

budget approved by Parliament, any subsequent supplementary budgets, and

the most up{o-date projections of revenue, expenditure, and debt outcomes.

The aggregate cash plan should provide monthly projections of revenue,

expenditure, public debt, cash balances, and any arising deficit financing.

These projections can be further broken down on a weekly basis if necessary.

Annual Borrowing Plan

An annual borrowing program, consisting of both eliternal and domestic debt,

is prepared by June 'lsth each year upon receipt of the interim aggregate cash

plan. This program includes projected debt service and new borrowing for the

fiscal year. lt is presented in a format that provides a weekly breakdown of

domestic and external debt maturities, repayments, interest, and new debt

issuance. The annual borrowing program is reviewed in accordance with the

approved aggregate cash plan.

The schedule for in-year and in-month debt payments is based on achieving

net domestic financing over the course of the financial year. ln collaboration

with the Central Bank of Kenya (CBK), an lssuance Calendar is prepared,

considering both rolled-over debts, MDA cash requirements, and the market

behavior. Net proceeds schedules are submitted to the Cash Management Unit.

The borrowing program includes a breakdown of debt obligations (interest,

maturities) by week for each month, along with plans for honoring them and an

issuance plan. The program provides projected means of shortfall financing.

CBK overdraft flnancing movements are monitored for shortfall financing, and

the Cash Management Unit, in collaboration with CBK, conducts weekly

sensitivity analysis. The borrowing program is reviewed on a monthly basis and

adjusted accordingly, especially in response to any proposed supplementary

budgets. The Public Debt Management Office (PDMO) prepares a revised

borrowing program aligned with the proposed supplementary budget, with

corresponding advice given to CBK. The borrowing program is updated with

monthly actuals realized.

Revenue Plan

The Macro and Fiscal Affairs Department provide an inflow schedule with

annual and monthly revenue projections by July 15h. This schedule aligns with

the approved flscal framework and incorporate the monthly projections of the

a
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3.34

3.35

(tv)

3.36

3.37

KRA. lt is presented in a format that factors in projected revenue shortfalls or

surpluses against the original budget. The revenue projections in the inflow

schedule are reviewed and aligned with subsequent revised budgets.

Every month, the Exchequer team updates the actual tax and non{ax revenue

data. The Macro and Fiscal Affairs Department (MFAD) reviews and analyzes

the actual versus projected data, presenting the findings to the Cash

Management Technical Team (CMTT) and the Cash Management Committee

(CMC). Based on these findings, revisions to the Monthly Aggregate Cash Plan

and projections are advised. The MFAD provide projected tax and non-tax

revenue data on a monthly basis by the 1oth of each month.

The Macro and Fiscal Affairs Department establishes an agreement with the

Kenya Revenue Authority (KRA) to develop a framework for rolling one-week

revenue projections. MFAD receives these rolling projections to inform

decision-making by the Cash Management Technical Team (CMTT).

Expenditure Plan

The categorization of outflows follows the guidance provided by The National

Treasury (TNT) circulars, which may be issued periodically. The cash plan(s)

acknowledges this expenditure categorization. To improve cash planning and

ensure smoother budget execution for the provision of services and public

investments, expenditures are currently classified as follows:

(i) Category 1: expenditures encompass statutory obligations, including debt

payments, salaries, pensions, and the county equitable share.

(ii) Category 2: expenditures consist of significant social, economic,

accountability, governance, and security programs, including core services

and investments.

(iii) Category 3: expenditures cover all other governmen!financed expenses in

Kenya that do not fall under category 1 or 2.

(iv) Category 4: expenditures pertain to externally funded projects categorized

as revenue in the budget, with funds transferred via the exchequer.

To facilitate the structured allocation of funds, TNT provides quarterly monthly

cash allocations broken down by MDAs, County, and category for the remaining

months of the fiscal year. These allocations are based on the cash

requirements of MDAs, adjusted to fit within the available cash from revenue

and debt assuance.
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3.38

Debt lssuance and Maturities Updates

The Debt Department regularly updates projections for debt issuance and

maturities within the same month. These updates are based on the

recommendations of the Cash Management Technical Team (CMTT) and the

Cash Management Committee (CMC) meetings. The validation process for

these monthly issuance and maturities projections are then followed.

Tax and Non-Tax Revenue

The in-year revenue forecasts are supplied by Macro and Fiscal Affairs

Department (MFAD) after every supplementary budget. This consist of tax and

non-tax revenue forecasts. MFAD works in collaboration with Kenya Revenue

Authority (KRA) in coming up with the in-year tax revenue forecasts.

Monitoring the Daily Exchequer Position and Monthly Reporting

The Exchequer unit closely monitors the transactions and activities associated

with the Consolidated Fund Accounts and promptly provide relevant real-time

information to the cash management unit. The Cash Plans are regulady

updated with the actual weekly and monthly exchequer outturn.

County Transfers

The lnter-Governmental Fiscal Relations Department (IGFRD) submit the

annual proposed County Transfers Cash Plan to The Cash Management Unit

(TCMU) by 1Sth June. This comprises information for each County as follows,

(i) Monthly allocation of County Government Equitable Share of Revenue

raised Nationally;

(ii) Monthly Conditional Allocations from National Government Revenue;

(iii) Monthly Conditional Allocations from Loans and Grants from Development

Partners and;

(iv) Any other planned monthly transfer to the County Government.

Once County Allocation of Revenue Bill is approved, the IGFRD shares the

harmonized cash plan with the TCMU within 15 days of approval and

subsequent revisions.

Quarterly Cash Allocations

The National Treasury provides projections of quarterly cash available and

aggregate approved County and MDAs monthly projections in order to provide

the consolidated monthly cash requirements for National and County
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Governments. The cash management process can be summarized as shown

in the Figure 2,

Figure 2: Cash Management Process
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National Government Budget and Deficit Financing

The National Government expenditure has increased steadily over the 5 (five)

year period. Similarly, the revenue collected has also increased. However, this

revenue is not able to meet the expenditure thus leading to fiscal deficit. This

has necessitated increased borrowing over the years to finance this deficit,

through domestic and external borrowing. External borrowing includes

concessional loans, semi concessional loans and commercial loans, while

domestic borrowing includes Treasury Bonds, Treasury Bills and CBK

overdrafts. This is as shown in the Table 1 :

Table 1: National Govornment Deficit Financing Sources (Kshs. "Million")

Source: OAG Analysis of 2022/2023 National Govemment Financial Slatement

3.45

Budget Trend Analysis

The gross estimated Government expenditure has increased over the last five

years from Kshs.2,91 1,690,013,343 in the year 2O18nUg to

Kshs.3,832,087,729,957 in the year 202112022 representing an increase in

estimated expenditure of Kshs.725,681,912,265 or approximately 25% over the

five-year period. Similarly, the actual gross expenditure has increased over the

last five years from Kshs.2,911,690,013,343 in the year 2018/2019 up to

Kshs.3,473,135,105,212 in the year 202112022 representing an increase of

Kshs.561,445,091,869 or approximately '19% over the period. Table 2
below/overleaf depicts this trend:

a

201A12019 2,680,000 1,592,057 708,920 414,520 281,100

201912020 2,800,000 2.100.000 607,800 324,300 283,500

2020t2021 2.790.000 1.890.000 840,600 347,000 493./O0

202112022

2022t2023
3,030,000

3,300,000

2,100,000

2,400,000

929,700

862,500

271,200

280,700

658,500

s81,700

a
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201812019 3,106,405,817,692 2,91 1,690,013,343 '194,715,804,349 6%

2019t2020 3,162,976,512,141 2,908,327,356,465 254,649,155,676 8'/o

2020t2021 3,379,902,93'l ,417 3,21 1 ,490,363,999 168,412,567,419 5o/o

2021t2022 3,832.087 .729,957 3.473.135.105.212 358,952,624,7 45 9o/o

202212023 4,068,763,31 '1.037 3,614,183,369,857 454,579,941 ,'180 110k

Table 2: Budget Trend Analysis for FYs 2018/2019 - 202212023

Source: OAG National Govemment Financial Staternent Summary Audit Repon for
FYr20212022

3.46 The above analysis indicates that the under-expenditure ofthe budget has been

averaging at 7.0% of the gross estimated expenditure in the last five (5) years.

The under-expenditure of the budget implies that some development programs

and delivery of services are not implemented as planned. lt may also imply that

the estimated expenditure may not be comprehensively backed by correct or

accurate data, resulting to overstatements. The under-expenditure is also

attributed to under-collection of revenue below the set targets leading to delays

in Exchequer releases.
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4.0 FINDINGS OF THE AUDIT

4.1 ln the recent past, The National Treasury (TNT) has put in place measures

towards enhancing the management of cash and public debt, which include the

following;

(i) The National Treasury established its first cash management framework in

January 2020. The framework is based on the Constitution of Kenya, 2010,

the Public Finance Management Acl, 2012, the Public Finance

Management Regulations, 2015 and The National Treasury Strategic Plan

201812019-202212022. lt also draws from best practices and aims to

enhance cash management within The National Treasury by providing

guidelines for effective budget execution.

(ii) There has been increased provision of information through publication of

public debt information. For instance, monthly debt bulletins, annual public

debt management reports and budget books can be accessed from TNT's

website;

(iii) ln the interest of sustainable management of debt, the Public Debt and

Privatization Committee on 21 June, 2023 approved the Public Finance

Management (Amendment) Bill,2021 that sought to have Kenya's debt

ceiling anchored as a percentage of gross domestic product (GDP), away

from the previous nominal ceiling of Kshs.lOkillion and;

(iv) The formulation and preparation of the National Budget has been adhering

to budget guidelines and timelines, as provided for in annual The National

Treasury circulars.

(v) Automation of primary and secondary market process through the CBK

DhowCSD. This is a new Central Securities Depository (CSD) that offers a

streamlined portal for investing in Government securities. This digital

platform breathes new life into the financial landscape of Kenya, reducing

transaction costs and risks while promoting financial stability and inclusion.

4.2 However, despite the above efforts, audit findings indicate that cash

management operations are yet to function effectively, as detailed below: -

a
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4.3

4.4

4.5

4.6

Policies, lnstitutional Arrangement and Capacity Put in Place by The National

Treasury in Ensuring Effective Functioning of Cash Management

i) Ongoing Operationalization of The National Treasury Cash

Management Framework 2020

Section 29, Subsection 'l (a) of the PFM Acl, 2012 requires The National

Treasury to establish a framework within which the national government shall

manage its cash transactions. Further, Sections 83 and 86 of the PFM

Regulations 2015, requires The National Treasury to establish sound cash

management systems, procedures and process and cash management

advisory committee to ensure efficient and effective banking and cash

management practices.

Review of correspondences and interviews with the Cash Management Unit

revealed that, The National Treasury established its first cash management

framework in January 2020. The framework is based on the Constitution of

Kenya, 2010, the Public Finance Management Act, 2012, the Public Finance

Management Regulations, 2015 and The National Treasury's Strategic Plan

201812019-202212022. ll also draws from best practices and aims to enhance

cash management within The National Treasury by providing guidelines for

effective budget execution.

Review of correspondences and interviews with the Cash management officers

revealed that operationalization of the Cash Management Framework 2020

was incomplete but ongoing.

ii) lnadequate Use of Modern Cash Management Tools and Techniques

in Enhancing Efficiency of Cash Management Function

According to the letter: Ref:AG.3/199 Vol.9/ (54) dated 01 February 2023, The

Treasury Cash Management Unit in place has been undergoing capacity

enhancement through secondment of a technical resource person on treasury

management from the Central Bank Kenya for period of 2 (two) year starting

February 2023. The terms of reference of the technical resource person

include;

(i) Cash Flow: Development of cash flow forecasting tools to enhance the

cash flow module currently in place, preparation of annual aggregate

cash plans to guide in the monthly and weekly requirements for the

purpose of domestic borrowing; preparation of variance analysis

to
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between the forecasts and actual cash flows, and support for the cash

management team in capacity building.

(ii) IFMIS and Government Payment System: lnvolves providing advice and

document necessary changes in IFMIS system and CBK lnternet

Banking requirements to enable implementation of the Treasury Single

Account (TSA).

As at the time of the audit, it's only the CBK lnternet Banking that had been

implemented. lmplementation of the remaining Terms of Reference was

ongoing. ln addition, cash planning and forecasting was being done using

spreadsheets.

Even though there has been progress in building capacity, there is need to

continually build technical capacity of the existing officers to enhance the

understanding of cash management function and use of modern cash

management tools and techniques in enhancing effective cash management.

Despite spreadsheets being an essential tool for most organizations during

cash planning forecasting, the tool may not be efficient as using spreadsheets

for forecasting entails manually collecting and converting data, which increases

the likelihood of human error. As a consequence, the accuracy of the cash

forecasts may be doubtful and unreliable. Additionally, cash managers may

require additional time to conflrm the validity of the data prior to implementing

the cash plans.13

Further, due to the size, granularity and frequencies of these data, it may

require application of modern analytical and simulation techniques models to

be applied on the historical TSA data, timely incorporation of possible changes

in govemment policy, regulations and contingencies which may affect the

collection of revenues and use of public resources to produce reliable and

accurate forecasts for decision making on when and how much cash can be

borrowed by the government in meeting its obligations basing on overall

availability of cash.

Cash Planning and Forecasting of Government Priorities and Obligations

The National Treasury and Planning Framework for Cash Management

January 2020, paragraph 2.1 provides that aggregate cash planning shall be

4.7

4.8

4.9

B,

4.10

a

13 https:/ rt/ww.xlreporting.com/blog/efiective{ool-cashflow-forecasting
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4.11

4.12

4.13

4.',t4

consistent with the macroeconomic framework, the annual budget and most up

to date projected revenues, expenditure and debt outcomes. Effectiveness in

cash management ensures that the national government meets its budgetary

allocations in a timely and cost-effective manner.

Review of documents and interviews with the Cash Management Unit revealed

the following;

i) Preparation of Aggregate Cash Plans Consistent with Macroeconomic

Framework, Annual Budget, Revenue and Expenditure and Debt

Outcomes

The National Treasury had its flrst Aggregate Cash Planning in the FY

202112022. Aggregate Cash Plan (ACP) is largely to inform expected monthly

Exchequer cashflows which in turn promotes harmonization of the short{erm

borrowing plan for the fiscal year.

lnterviews with the Cash Management officers and review of the FY 202112022

and FY 202212023 Annual Aggregate Cash Plans (AACPs) revealed that

development of the Aggregate Cash Plans is prepared based on original

estimates and monthly projection on revenues patterns, expenditures patterns

of the MDAs, public debt, cash balances and any arising deficit financing. This

information is further disaggregated on a monthly and sometimes on a weekly

basis to determine the cash requirements that will inform disbursements. lt is

also noted that during the financial year even though short{erm borrowing is

determined at the beginning of the year, subsequently revised in the

supplementary budgets, due to changes in the financial market environment.

ii) Liquidity Constraints lmpeding Effective lmplementation of the Cash

Plans

Despite the AACPs being developed consistent with the macro-economic

framework and cash adjustments requirements made during the year, The

National Treasury has not been able to fully meet its budgetary allocations in a

timely and effective manner as budget under-absorption of amounting to

Kshs.151.637 billion, Kshs.256.429 billaon and Kshs.377.362 billion in FYs

2O2O12O21,202112022 and 202212023 respectively was observed as indicated

in Table 3.
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4.17

Table 3: Summa of Exc uer Publications FYs 2O2O|2O21 to 20222023

Source: Summary of Exchequer Publications for FYs 20202021 to 2022.2023

The under absorption was attributed to the following reasons,

a) lnadequate Exchequer Funding Resulting from Outstanding

Exchequer Requests

Exchequer Publications and Outstanding Exchequer Request statements for

FYs 202112022 lo 202212023 revealed that, out of budget under-absorption

amounts of Kshs.256.429 billion, Kshs.g1.527 billion (35.69%) was attributed

to outstanding exchequer request in FYs 202112Q22. Similarly, out of

Kshs.377.362, Kshs.77.545 billion (20.55%) was attributed to outstanding

Exchequer Request in FY 202212023 as shown in Table 3.

The outstanding Exchequer Requests was majorly attributed to inadequate

funds which was also attributed to the under achievement of revenue collection

targets by Kshs.'130.356 billion (4.5o/o)inFY 2O2O12O21, by Kshs.277.093 billion

(8.3%) in FY 202112022 and by Kshs.375.361 billion (10.4Vo) in FY 202212023

from domestic and external sources. This is shown in Table 4.

Total
Receiots

2.83o.128.O2E.716 2.S47.129.858.866 2,816,773,197 ,717 962020t
202'l

Total
Exchequer
lssues

2.AU 128.O28.716 2 947 129 858 866 2.7S5.,rS2,897,039 95

151.637

Total
Rsceipls

3,193,004,859,042 3,334.E14.452,571 3,057,721,853,257 922021t
2022

Total
ExdEq[rer
lssues

3,1S3.004,8sS,042 3,33,a,814.452,571 3.078,385.605,013 92

zfi.429 81.527

Total
Receiots

3.5,!r.602.089.867 3,620.152.378.93S 3.24 ,751 .327 ,711 90

3,242,790.391 ,178 90

377.62 77,515202
2023

Total
Exchequ€r
lssues

3.5,{4.602,089.886 3,620.152,378,939

a
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Table 4: Performanco of Rovenue Against Set Targets FYs 202112022 and 202212023

Source: Summary of Exchequer Publications for FYs 2020/2021 to 2022n023

4.18 The underperformance of revenue collection was due to;

i. Underperformance in Domestic Borrowing Revenues

Review of Exchequer Publications revealed that revenues from domestic

borrowings underperformed by Kshs.84.512 billion (9.7%) inFY 2Q2012021,

by Kshs. 144.983 billion (8.3%) inFY 202112022 and by Kshs. 251.705 billion

(1o.4%) in FY 2022t2o23.

ii. Underperfornance in Extemal and Grants Revenues

The outstanding exchequer release, especially for the development, was also

attributed to the underperformance of external loans and grants revenues by

Kshs.45.263 billion (10.7 %) in FY 202012021, by Kshs.'181.578 billion

(43.1Vo) in the FY 202112022 and Kshs.25.107 billion (4.9%) in the FY

2022t2023.

4.19 Review also revealed that in FY 202112022 development expenditures had the

largest proportion (45.72 percent) of outstanding exchequer requests

amounting to Kshs.41,847 billion while in 202212023 recurrent expenditure had

the largest proportion (45.49 percent) of outstanding exchequer requests of

Kshs.35.275 billion closely followed by development expenditure amount of

Kshs.2s.104 billion in FY 202212023. This is shown in Table 5;
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Table 5: Outstanding Exchequer Roqussts for FYs 202112022 and 2o2u2023

Source: Summary of Outstanding Excheguet Reguest for FYs 20212022 to 2022/2023

As seen in the Table 5, the low allocation of the development budget affected

the rate of development and sustainability of services in the country while the

under-expenditure of the recurrent budget implies that citizens were not

provided with all requisite services which had been budgeted for. lt may also

imply that budgeting for expenditure may not be taking into consideration

revenue collection or cashflows as informed by prior years actual collections

and trends in cashflows.

b) Delays in Requesting for Funds from the Exchequer by Ministries,

Departments and Agencies

Even though outstanding Exchequer Request accounted for part of the budget

under-absorption, the budget under absorption was also attributed to the

Ministries Departments and Agencies inadequate capacity to request for funds

and absorb them efficiently. lnterviews with The National Treasury indicated

that other than the Outstanding Exchequer lssues, delays occasioned by

Ministries Departments and Agencies in requesting for funds from the

Exchequer and not being able to timely absorb funds contributed to the National

Treasury not being able to fully meet the National Govemment's budgetary

allocations in a timely and effective manner, thus contributing the budget under-

absorption.

Assessment of Utilization of Proceeds of Government Securities

i) lnadequate Utilization of Bonds Proceeds for Development

Sec 15 (2) (c) of PFM Act, 2012 provides that in managing national government

public finances, The National Treasury shall enforce fiscal responsibilities

principles of ensuring that national government borrowings over the medium-

31

4.20

4.21

C.

4.22

Recunent 14,061,222,5',t2 r 5.36 35,275,290,478 45.49

Development 41,847,729,297 45.72 25,104,049,779 32.37

16.23Pensions 6,018,269,231 6.58 12,582,699,1 15

June Allocations/

5.91SAGAs Development
29,600,000,000 32.34 4,583,383,310

Totals 91,s27,221,040 100 77,515,122,882.51 100
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term, shall be used only for the purpose of financing development expenditure

and not for recurrent expenditure and that short{erm borrowings should only

be restricted to management of cashflows.

The National Treasury realized proceeds amounting Kshs.2,974.696 billion

from Treasury Bonds lssuance during the period under review. Out of this

amount, Kshs.2,671.254 billion was transferred to Consolidated Fund Services

(CFS) account of which Kshs.558.870 billion was utilized to settle maturing

domestic debt and the remaining balance of Kshs.2,112.384 billion funded

Exchequer releases to MDAS. The detailed analysis of utilization treasury

bonds proceed are as shown in Appendices Vll (a+) and summarized in Table

6.

Table 6: Assessment of Utilization of tho Trrasury Bond Procegds

Sourc)g: Review Analysis of Treasury Bonds Payment Vouchers and Treasury Boncl Bank Statement
FYs 2U 8r2U I to 2022,t2023

4.24 As observed from the Table 6 above, utilization of proceeds for funding

repayment of maturing Treasury Bonds contradicts the fiscal responsibilities

principles stated in the PFM Acl, 2012 Section 15(2)(c). Additionally, inquiry

with the National Treasury on the reasons for not utilizing the bonds as per the

fiscal responsibility principles and prospectus indicated; that debt obligation is

a first charge to the Consolidated Fund pursuant to Regulation 42(1)(a) ot

Public Finance Management Regulation. Secondly, because of fungibility of
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2018t2019 44,74't ,'t33,06I 444,767,000,000 Exchequer Releases PVs N01-27

508,561,665,892 To enable release
exchequer releases to
MDA

PVs No 1-2 and

PVs Nos 5-28

201912020 578,102,477,641

50,308.498.1't l To enable settle
domestic debt matudly
on 2d SEP 20'19 and
domestic debt maturity
on 23d SEP 2019

PVs 003 and 0()4

2020t2021 790,577,923,686 790,577,923,686 Transfers to CFS as
exchequer releases

All (PVso1-33)

202112022 857040491451 877.038.714.',t79 Exchequer Releases PVs 01-41

2022t2023 304234285014 333,251,077 ,021 Exchequer Releases PVs 1-21

Total3 2,97r,696,310,860 2,67't,253,801,867
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money, the moneys were used exchangeable to fund priority Exchequer

Requests instead of lying idly in the Treasury Bonds Accounts and provided

that at the end of the financial year the budget was fully funded, then there

should be no problem. As a result, the audit could not verify what specific

projects the Treasury Bonds proceed were expended on.

Further, review of a number of lnfrastructure Bond prospectuses indicates the

purpose of these bonds to be very general and not specific to a particular

infrastructure project, thereby unable to confirm the utilization of the treasury

bonds proceeds. ln the long-run, the non-adherence to fiscal principles, which

is an important pre-requisite for sound macro-economic environment, may

weaken investor confidence and development of markets for government

securities.

ii) Allocation of Development Expenditure Below Public Finance Fiscal

Responsibility Principle 30 Percent Threshold

ln managing the national government's public finances according to Section

'1 5('1 ) and (2)(a), Public Finance Management Act,2012,The National Treasury

(TNT) is required to enforce the fiscal responsibly principle of: 'over the

medium-term a minimum 30 percent of the national and county governments

budget shall be allocated to the development expenditure among other

principles". Empirically, development expenditure especially in infrastructure

can have a multiplier effect which in turn boosts the country's revenue income.

During the period under review, it was revealed that development expenditure

of national government averaged 13.95% of the total national budget allocation

in the last three (3) financial years. The development expenditure is therefore

16.05% below fiscal principal threshold of 30% of the total national budget

allocation. For instance, out of the total national government allocation of

Kshs.2,564.527 billion, Kshs.408.838 billion (15.94olo) was allocated for

development in FY 20201202'1, out of the total national government allocation

of Kshs.2,964.814 billion, Kshs.424.187 billion (14.30%) was allocated for

development in FY 2O2112022, and out of the total national government

allocation Kshs.3,220.552 billion, Kshs.373.998 billion (11.61yo) was allocated

for developmenl in FY 202212023. Since the 202312024 fiscal policy over the

medium-term focuses on supporting the government's Bottom-Up Economic

a
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Transformation Agenda (BETA), implementation of this agenda is likely to face

delays due to inadequate funding.

iii) Partially implemented Treasury Single Account

Section 28 (2) of the PFM Act, 2012 provides that The National Treasury ONT)
shall establish a Treasury Single Account (TSA) into which all revenues

received by National Government entities shall be deposited and from which all

payments of money to or on behalf of National Government entities shall be

made. Section 2 of the PFM Act, 2012 defines a Treasury Single Account

(TSA), in relation to the National Government, to mean a centralized bank

account system where all deposits and payment transactions are processed for

State Departments, Commissions and lndependent Offices, and any National

Government entity which draws directly from the Consolidated Fund and in

relation to the County Government. ln a county set up, it means a centralized

bank account system established in each county where all deposits and

payment transactions are processed for county departments and any other

county entity which draws directly from the County Revenue Fund.

lnterviews with the Cash Management Unit staff revealed that The National

Treasury was yet to fully operationalize a Treasury Single Account (TSA). The

Cabinet had approved implementation on 15 January, 2Q24. ln addition, The

National Treasury had made milestones such as automation of the Exchequer

process and taking stock of all government bank accounts. Steps to reduce idle

government cash balances had also been initiated. The National Treasury also

adopted a hybrid model for TSA which shall allow entities to operate both at

CBK and Commercial banks. The implementation of the Treasury Single

Account is aimed at simplifying the government's banking and providing

visibility of cash resources and at the same time enhancing transparency of the

government's cash management.

A government's banking arrangements play a pivotal role in effectively

overseeing and regulating its financial assets. They are indispensable in

guaranteeing that both tax and non-tax revenues are gathered and

disbursements are executed accurately and promptly, and that government

funds are efficiently administered to minimize borrowing expenses or maximize

earnings on any excess cash. Thus, the implementation of a TSA system

serves to centralize government's cashflows, affords The National Treasury
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comprehensive supervision over all government cash transactions, and leads

to enhancements in budget management and monitoring.

iv) lnadequate Automation of Cash and Debt Management Operational

lnteractions

ln accordance with Cash Management Principles in Regulation 83 of the PFM

(National Government) Regulations, 2015 and the Cash Management

Framework, 2020, The National Treasury is mandated to ensure efiicient

execution of the budget through effective aggregate control over government

cash resources by ensuring timely: information sharing between TNT; revenue

collecting agencies and spending MDAS, and integration of debt and cash

management among others. Correspondences and interview with the Cash

Management Unit revealed the following;

a) Automation of Exchequer Yet to be Rolled Out

For the IFMIS cash management module to be operational, it requires

automation of end-to-end exchequer release process for updating the actuals

data in the cash flow forecast template is required. IFMIS cash management

module relies upon the completed end to end Exchequer release process for

updating the actuals data in the cash flow forecast template. Even though the

need arose from the recommendations of the Technical Assistance Report

(2019), the process incurred significant delay of over two (2) years as both the

legal and technical requirements of the various end users had to be assessed

and gaps addressed. As at the time of audit, the automation of cash planning

had been implemented while exchequer release automation was at the piloting

stage.

b) lnadequate Cash-Debt Management lntegration
IFMIS consists of a number of modules which support the different functional

processes associated with Government Fiscal Management. These include

modules for macroeconomic forecasting, budget preparation, budget execution

(including cash management, accounting and fiscal reporting), managing the

size of the civil service establishment and its payroll and pensions, debt

management, tax administration and auditing. Debt function through the debt

management module in IFMIS had not been inter-phased at the time of the

audit as migration to the new CS-Meridian system was not yet finalized.

Coordination and exchange of information between cash and debt functions is

a
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likely to be impacted due to inability to access to real time cash and debt data

in a timely manner and delayed generation of out-turn analysis reports, which

facilitate efficient decision making on when and how much cash can be

borrowed by the government in meeting its obligations.

D. Assessment of Adherence to Legislation on the Sourcing and Usage of Bank

Overdraft Facility

i) Failure by The National Treasury to Fully Repay the Overdraft Loan

Facility at the End of Each Financial Year

4.34 Section 83 (3) of PFM (National Government) Regulations, 2015 states that the

National Government overdraft at the Central Bank of Kenya shall be retired by

the end of the financial year. The overdraft facility is a temporary source of cash

to cater for priority payments and emergencies used by Treasury when revenue

streams such as tax receipts and debt do not flow into government accounts at

a pace that matches expenditure cash demands. The facility is limited to five

per cent of the gross recurrent revenue of the government's previous years'

audited accounts.

4.35 Review of Overdraft Bank statements for the FYs 2018/2019 to 20222023

revealed outstanding overdraft balances averaging Kshs 59.473 billion at the

end of each financial year as shown in Table 7.

Table 7:Closing Balancss of Overdraft Facility for FY 20'1812019 to 2022t2O23

Source: OAG Analysis of Overdraft Bank Statements for the FYs 2017D018 to

2022/2023

Treasury Bills and the bank overdraft are short{erm borrowings to cover

temporary cash shortfalls and are repayable within twelve months. The surplus

Treasury Bills are used to settle the bank overdraft and increase its limit while
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201At2019 'l ,509,057.905.396 68,495,153,880 57 ,327 ,703,413 2.493.536.827

201912020 1 ,618,797 ,777 ,894 7 5,454,895,270 47,149,778,516 3,244,911,268

2020t202'l I ,601 ,016,386,868 80,939,888,895 59,279,439,340 2,204,659,996

202112022 I ,940,971,132.408 80,050,819,343 58,502,251,034 2,063,728,517

2022t2023 2,059,28',t .671 .520 97,048,556,620 76,456,927,038 5,160,905.847
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shortfalls increase the overdraft facility. The overdraft facility for the period

under review was observed to have not been settled at year end due to

insufficient funds. As a result, the long outstanding overdraft balances lead to

increased interest as cost of borrowing.

Other Findings

i) Discrepancies in Treasury Bills Monthly Bank Account

Reconciliations Statements

Regulation 90(1) of the PFM (National Government) Regulations 20'15, states

that Accounting Officers shall ensure bank accounts reconciliations are

completed for each bank account held by that Accounting Officer, every month

and submit a bank reconciliation statement not later than the 10th of the

subsequent month to The National Treasury with a copy to the Auditor-General.

Regulation 90(2) requires similar reconciliations to be carried out when

responsibility for any bank account or cheque book is handed over from one

officer to another and on the occasion of any surprise inspection or survey.

Regulation 90(3) states that accounting officers shall ensure any discrepancies

noted during bank reconciliation exercise are investigated immediately and

appropriate action taken including updating the relevant cash books.

Review of Cashbook of Treasury Bills Account number 1000000977 for the

FY2O17l2O18 revealed that, The National Treasury did not prepare accurate

monthly bank reconciliations of Treasury Bills Account and the discrepancies

were not investigated for update of the cashbook hence the unresolved long

outstanding reconciling items in the bank reconciliation statement for the FY as

shown in Table 8 overleaf.
a

a
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July 881 ,837,987,615 722,966,311,792 -108,922,645,946

August 972,386,794,537 749,146,411 ,79',| -217,560,295,946

September 972,449,000,273 800.894,601.824 -124,430,281 ,786

October 1,01 1 ,506.450.273 854,1 16,'199,520 -'l 17,096,134,090

November 1 .134 .27 1 ,O47 ,981 939,999,994,897 -246,253,986,42',1

December 1 ,207,754,909,546 989,326.185,041 -178.134.607.842

January 1 ,262,506,009,546 1,052,078,301.918 -163,303,590,965

February 1 ,238,006.009.546 1,054.073,884,'158 -109,748,876,436

March 1 ,299,551,188.626 'l ,054,073,884,158 -240,429,288,336

April 't,203,0'17.059,546 '1,019,084,934.158 -89,429.17 5.222

May 1,342,785,047 ,184 1 ,054,425,126,986 -184.165,098.162

June 1 ,200,727 ,350,273 1 ,0't9,084,934,158 -102,980,953,561

Table 8r T-Bills Cashbook FY2017/2018

Source: OAG Analysis of Treasury Bills Accounl Cashbook

4.40

The audit sought further clarification from the Debt Settlement office on the

discrepancies and established that only three transactions are posted in the

T-Bill Cash book. These includes: Treasury Bill Proceeds, Receipts from the

Exchequer and the Call-Ups. However, the receipt from the overdraft account

has not been posted in the cashbook as at the time of the audit. Therefore, in

the absence of Treasury Bills Proceeds and Redemption Schedule for the

period, the audit could not confirm the actual movement of cash as explained

by the Management. As a result of the above discrepancies, there may be

misstatement of ledger accounts (e.9. Treasury Bills Proceeds ledger) and

fictitious payments. This may also lead to misstatement of cashbook balances

of subsequent years.

ii) Non-Recording of Domestic Debt by the PDMO in the CS-DRMS

Section 63 (b) of the PFM Act, 2012, provides for the functions of the PDMO

which include the maintaining of a reliable debt data base for all loans taken by

the National and County Government and their entities including other loans

guaranteed by the National Government. Regulation 194 (h) of PFM

Regulations, 2015, obligates the Public Debt Management Office to keep

timely, comprehensive and accurate records of outstanding Government debt,

guarantees and lending in an appropriate database. Further, the agency

agreement between The National Treasury and the Central Bank of Kenya
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442

under paragraph 4.8 provides that The National Treasury is responsible for

maintarning domestic debt data rn the debt database, the Commonwealth Debt

Recording and Seftlement System (CS-DRMS).

lnterviews with the Back Office Ag Depug Director as at the time of the audrt

revealed that PDMO does not record domestrc debt data in the CS-DRMS

system instead, reliance is placed on the Central Bank of Kenya's system for

recordrng, managing and reporting of domeshc debt. Non-recordrng of the

domestic debt data by the PDMO may result to inadequate monitorrng,

reconohng and management of the domestic debt.

The Nahonal Treasury's responses to the audrt findrngs and audrtors' remarks

are as shown in Appendix: Vlll

a
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5.1

s.0 coNcLUstoN

5.2

The National Treasury established Cash Management Framework, in January

2020, that guides on effective functioning of cash management. The

operationalization of the framework is ongoing as The National Treasury

established Cash Management Unit, appointed a technical resource person on

01 February, 2023 to oversee Cash Flow and IFMIS and Government Payment

System and also appointed members to the Cash Management Committee and

Cash Management Technical Team on 13 June, 2023 in response to the staff

turnover. ln spite of the progress, there is need to continually build technical

capacity of the existing officers to enhance the understanding of cash

management functions and use modern cash management tools and

techniques.

The National Treasury's preparation of the AACPS has been consistent with

the macro-economic framework. However, The National Treasury [NT) has

not been able to adequately meet its budgetary obligations in a timely and cost-

effective manner due to liquidity constraints arising from shortfalls in external

and domestic receipts.

There is inadequate visibilig of the government balances, cash inflows and

cash outflows due to lack of Treasury Single Account (TSA) and inadequate

cash-debt management integration as per objectives of cash management

framework. Additionally, efficient coordination between cash and debt functions

continues to be negatively impacted due to delayed access to real time cash

and debt data, and generation of unreliable outturn reports which facilitates

efficient decision making on when and how much cash can be borrowed by the

government in meeting its obligations.

The national government development budget allocation averaged by '13.05%.

Further, the proceeds for the treasury bonds have not been adequately used

for development purposes. Therefore, The National Treasury has not

adequately adhered to the Fiscal Principles stated in Section '15(1) and 15(2)(a)

and (c) of the Public Finance Management Acl, 2012, that in managing the

national government's public finances, The National Treasury is required to

enforce and adhere to The Fiscal Responsibility principle of:

5.3

5.4
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5.5

i. Over the medium{erm a minimum 30 percent of the national and county

governments budget shall be allocated to the development expenditure

and over the medium term;

ii. The national government's borrowings shall be used only for the

purpose of financing development expenditure and not for recurrent

expenditure and over the medium term;

iii. The national government's borrowings shall be used only for the

purpose of financing development expenditure and not for recurrent

expenditure. Since the 202312024, fiscal policy over the medium-term

focuses on supporting the government's Bottom-Up Economic

Transformation Agenda (BETA). lmplementation of this agenda is likely

to face delays due to inadequate funding. ln the long-run, the non-

adherence to fiscal principles which is an important pre-requisite for

sound macro-economic environment may weaken investor confidence

and development of markets for government securities.

The National Treasury has not been able to appropriately utilize the overdraft

facility. Short{erm borrowing instruments i.e. Treasury Bills and Bank

Overdrafts are employed for the purpose of cash management. While all short-

term securities should be settled within a year, this does not apply to Bank

Overdrafts as these balances are rolled over to subsequent financial years. The

long outstanding overdraft balances attract high interest hence have negative

impact on the overall cash flow position due to increased cost of debt.

a
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6.1

6.0 RECOMMENOATIONS

6.2

ln view of the findings and conclusions of the audit, the following are

recommendations for implementation by The National Treasury to ensure

effective cash management:

There is need for The National Treasury to continually build technical capacity

of the existing officers to enhance the understanding of cash management

function and use of modern cash management tools and techniques in

enhancing effective cash management. Considering the size, granularity and

frequencies of aggregate budget figures ; conversion of data from budget to

cash-base, generation of monthly, weekly and daily cash flow forecasts data,

while planning for cash these may require, application of modern analytical and

simulation techniques models to be applied on the historical TSA data; timely

incorporation of possible changes in government policy and regulations and

contingencies' that affects collection of revenues and use of public resources

to produce reliable and accurate forecasts for decision making on when and

how much cash can be borrowed by the government in meeting its obligations.

To ensure government cash planning and forecasting that ensures government

priorities and obligations are implemented without risk of cash shortage or

restricting expenditures and optimization of government balances;

(i) The National Treasury should finalize the operationalization of the

Treasury Single Account to ensure government's centralized control of

cash resources that enables optimum use of government balances.

(ii) The National Treasury should finalize the integration of both cash

planning functions and debt management function through the public

debt module in IFMIS and Cs-Meridian to ensure efficient execution of

budget through; adequate coordination of cash and debt functions and,

real time access of government cash flows pattern and other financial

market information crucial for decision making.

To ensure that the government meets its budgetary allocations in a timely and

cos$effective manner, in the long term, The National Treasury should;

emphasize operationalization of fiscal performance measures recommended

in the Budget Review Outlook Paper 202312024 of ensuring strong revenue

performance paired with careful expenditure controls while protecting social

6.3

6.4

p

a

I

a

a

a

o

o

a

o

a

42

a



a

a

a

a

a

a

a

a

o

a

a

spending .These measures include; implementation of The Medium-Term

Revenue Strategy that guides on tax reforms, improve the tax system, and

boost revenue over the medium term and ;optimization of Own Source Revenue

collection; adherence to fiscal responsibility principles; and clearance of

pending bills in the County Governments. Additionally, given the current

realities, the government should focus on reprioritization and cost-cutting

measures to ensure smooth implementation of priority programs for the

remainder of the financial year. These will contribute to prudent management

of the overdraft facility, achievement fiscal consolidation target of reducing

deficit budget financing that promises sustainable debts management.

6.5 The National Treasury should adhere to and enforce the Fiscal Responsibility

Principles in Section 15(1) and 15(2) (a) and (c) of the Public Finance

Management Act,2012, that requires that a minimum of 30 percent of the

national and county governments budgets are allocated to the development

expenditure over the medium-term and that over the medium term the national

government's borrowings are to be used only for the purpose of financing

development expenditure and not for recurrent expenditure.

6.6 To ensure prudent management of overdraft facility, The National Treasury

should strengthen revenue performance, cap expenditure and develop the

market for government securities. This is to ensure cash inflows are adequate

and timely in meeting government short term obligations (including redemption

and interest payment for the maturing government securities). This will also

minimize use of the overdraft facility and accumulation of unpaid balances.

6.7 The National Treasury should establish adequate internal control systems that

shall ensure accurate preparation of monthly bank reconciliations of

government Treasury Bill account. Further, the management should ensure the

accuracy and completeness of records in the Cash Book for purposes of

generating reliable monthly and end year account balances. Any discrepancies

or reconciling items should be investigated immediately and appropriate action

taken including updating the relevant cash books.

6.8 The National Treasury through the Public Debt Management Office should

ensure maintenance of reliable debt data of domestic debt transactions to

ensure they are within the guidelines and risk parameters of the debt strategy

in order to enable an effective cash management system.
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7.O APPENDICES

Appendix l: List of Documents Reviewed

a

a

Constitution of Kenya, 2010 Composition of Debt

Principles and Framework of Public Finance

Mandate of the National Treasury.

Mandate of OAG.

2 Public Finance Managemenl Acl

2012

Establishment of Registrar of Nstional Securities.

Establishment and maintenance of a register of the National

Govemment Securities.

Power of the Cabin€t Secretary to appoint and enter into agreements

with advisers, agents and undeMriters for the purpose ofraising loans

and issuing, managing or redeeming National Govemment Securities.

Power ofthe National Govemment to issue seorrities.

Establishment of PDMO and its objeclives.

Functions of POMO

Role of the Cabinet Secretary in Debt Managoment and reports to be

prepared by the PDMO.

3 Public Finance

(National

Regulations, 2015

Management

Govemmenl)

lmplementation of Medium-Term Debt Strategy

Ways the national govemmenl bono,vs funds.

Funclions of PDMO

Criteria of lssuing govemment securities

Establishment and purpose ol Sinking Fund.

4 Central Bank of Kenya Acl, 2015 Func;tion of Central Bank as a Fiscal Agent of Public Entities

5 Debt and Bonowing Policy, 2020 Objec{ive of POMO: Oomestic Debl Market Oevelopment

6 The National Treasury Cash

Managemenl Framework,2020

Objective of Cash Management, Cash Management Organizational

strudure, Roles and Functions of various ofnces and processes

involved.

7 Agency Agreement between the

National Treasury and Central

Bank of Kenya

Roles and responsibililies of th€ Principal and the Agent

8 OeMPA Assessment Tool. 2021 Public Debt Management Best Praclice

9 RMD Procedural Manual Role of Resource Mobilization Office in Domestic Bonowing

t0 Debt Management Quality

Systems Procedures

Role of Middle Office in Domestic Bonor.ring

a
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Appendix ll: List of Key Personnel lnterviewed
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1 Public Debt Management Office-

Oebt Policy, Strategy and Risk

Management (Middle Office)

Key Process in Domestic Borrowing

Various Domestic Debt lnstruments

Planning for Bonowing

lmplementation, Utilization and Repo(ing Domeslic

Eonowing

Emerging lssues, Development & Concerns in Oomestic

Borrowing,

2 Controller of Budget Role of Controller of Budget in Domestic Borrowing

3 Senior Oeputy Accountanl General Process & Controls put in place in receiving proceeds from

domestic bonowing.

Documents used in receipt of proceeds.

Types of securities used in domestic borrowing in Kenya.

How and who delermines lhe Overdrafl.

4 Central Bank of Kenya (Financial

Market Department)

The role of CBK in Oom€stic Borrowing.

Process of acquiring Oomestic Debt Securities
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Appendix lll: Statement of Actual Revenues & Net Exchequer lssues tor FYs 202012021 lo 202212023 (Budget Under Absorption)

mmt
m21

Opodng Balsnce 01.07.2020
(tlots 1) ,t6.02E.91S.425.7S ,rE.028.91SJ25.79
Tax Revenu€

1.547.632.123.908.0S 1.449./t66.801.1 39.,i9 1./r87.5'19.775.689.25 '101.23%

Noi-Tar Ro\remr6
88.134.7 t8.178.01 109.3m.218.750.85 80.753.855.737.00 73.47%

Clomestic Bonowing (Noto 2)
786.6,t8.1,45.090.00 875.089.568.008.00 7S0.577.923,6E6.10 so.34%

Exlgmel Loen6 and GEnt6
373.196.5,1O.843.m 122.113.*9.274.45 377.1,r9.967-786.70 89.2894

Olh€r Oomeslic Fin.ncing
36.816.500.886.00 22.811 .142263.21 32.712.f 55..,..1.79 1,r3.5,4%

Total Rdtnlra
2.830.42E.028.7'16.lr0 2.9i17.129.E68.886.00 2.816.773.197.748.83 gs.s8%

ts9uEs

Total RgoJnent Exchequer
lssuss (MDA5) 1.062.992.246.942.00 1.065.512.267.3,r9.00 1.067.686.519.1 3,4.1 5 9E.36%
Total CFS ExdEquer issuos

1.028.06/i.061.221.0O 1 .070. 1 76.6m.500.00 975.808.544.768.85 s t.'t 8%
Tot l d€r,rslop.nert ErdEquet
lssu6s 358.768.080.S01 .00 408.838.222.335.00 372.,r85.625.697.90 91.11%

Ttle Nalional Goremmeri Ds/eloprlenl Allocatio.r
It.94% oflhe Total Natlonal Govemment Budoet

2,564,62r,1 19,16,4.q,

CountyTotal lssue8 to
Go\r€mfient3 342.602.739.642.m 3A2.602.739.682.00 379.512.183./t37.60 99.19%
To(ll Erchaquor laruaa

2.E3lr.42E.O2E.7il6.OO 2.947.r4.t66.866.(x' 2.796.492.607.03E.5{) 9/r.85* Budoel UMer absorDtion Kshs. 151.637 Bllllon

RECEIPTS
Origln.l Edlmdr.

(K!hr.l
RwLed Erdmd..

llOh..)
Acturl Rocllpt3

(Xrh.,l
Op€olng Balance 01.07.2021
Nole I ) 21.2m.3tn.708.13
Tax Revenue

1.707.,r32.569.865.77 '1.78,i.391.587.,11 5.S7 '1 .839.,r73. I 62.33,t.,O 103.09%
Non-Tar Rgvomre

68.191.603.99,r.11 67.118.160.282.00 78.437.652.838.92 116.87%

87I.038.7,a 1.180.00 85.81%
Domsstic Bo.ro*ing 0l,oto 2)

1.008.,r28.584,928.72 1.022.022.208.979.n
Exbmal Loar6 and Gi-allts

379.659.517.890.95 421.18S.913.530.81 239.611.979.668.50 56.8S%
Otltor Dom€8tic Financing

29.292_5€,2.362.15 40.0s2.5E2.342.45 23.160.317.235.05 57.77*

3.t33.m4.869.042.00 3.334.t1/a.atz5rl.m 3.0t .72t.85:t.256.87 91.89'l

8n1l
NZ2

Tolrl Rrv.nL
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tssuEs
RecoJrent ExdEquer lssuos (

MDA) 1. 1 06.555.31 3./a26.00 1.231.156.266.090.00 1.205.90s.373.883.20 97.95%
Toral CFS Eldrequ€r issu6

1.327 .220.0a4.220.00 1.3O9.,168.45,r.1 90.0O 1,101,070.40.{,012.05 90.96%
Total developrnent ExdEquer
lssuel 389.220.a77.396.00 121.187.732.291.6 3,i1.005.827.118.15 80.3096

Tha Natiooal Gorremment Dgr€lopmenl Allocalion
l4.3ot6 of the Total National Go\€nrmer{ Eudoel.

2.9G4.Eta.aszrfl-m
TOTAL ISSUES .EOUITABLE
SI.IARE 370.000.000.000.00 370.000.000.000.00 3/r0.,r00.000.000.00 92.00%

Tot.l ExchaGuar laluea 3.193.004.859.042.00 3.$,r.614,452.671.q, 3,078.386.606.013.41' 92.319( Budget Under Absomdon Kshs. 256.429 Billion

RECEIPTS
Odglml E.dm.t .

aKrlr.,l
Rdllld Etdm.ba

lK.h.,l
Acturl Rocalpt!

al(.h..l
Openlng Balance 01.07.2022

(Note I ) 21.280.300.708.13
Tax Rgvenue

2.071.923.63:1.574.00 2.079.837.901.885.71 1.961.S7a.892.386.s5 s4.3396
Non-Ta-x Revenuo

63.660.578.983.00 65.56't .396.552.30 81.998.439.278.80 125.O7
Domqslic Borrorving (Nolo 2)

'1.040.,458. 
1 81.200.00 948.106.911.312.05 636.,i02.157.518.65 73.15%

Extemal Loans and Granls
3,a0.331 ,516.110.00 513.418.169.188.90 408.31 1 .1 2,r.1 34.@ 95.r 1%

Olhor Dom6tic Financing
13.228.000.m0.00 13.228.(rco.000.00 16.1 0,r.714.394.50 121.75fi

Totrl Revanue
3.5r4.602m9.867.00 3.6m,152.37E.938.96 3.2a,a.791.327.710.50 E9.8ll*

tssuEs
Recunent Exchequer lssrros (

MDA) 1.178.39S.125.393.00 1.26E.E1 2.,430.657.00 1.221.56E.076.570.,r5 96.28%
Tolal CFS Exchequsr issues

1.571.810.752.102.00 1 .5r/.7,r1 .706.081 .00 1.313.589.963.728.50 83.26%
Total develoFnent Exchequer
lssue6 121.392.212.371.@ 373.9S8.2,a2-001 .0o 308.032.344.879.20 82.38%

NalioMl Gorremment Developmenl Allocation 11.61% of
the Total National Gorremmenl BudoGt.

3.2:21r.552.37E.930.q'
TOTAL ISSUES
EOUITABLE SIIARE 370.0m.000,000.00 399.6m.0m.000.00 399.600.000.000.m 100.00%

Nnn
023

Tdl Exclrcuor ltru6 3.5a,a.cozoE9.E8c.00 3.&m.t52.37E.930.q' 3.2t2.790.39,t.,t7E.t6 E9.sJta Budo€i Uide,-absorDtion t('hc 37t.382 Blllon
Source: The NationalTreasury Statements of Actual Revenues & Net Excheguer /ssues as at 30 June,2021, as at 30June 2022 and as at 30 June 2023
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Appendix lV: MDAs Under-absorption by Vote heads from FYs 202012021 to 202212023

o o o o a

Katra K.h! K.h.. *
A..t3() Jun Ar21

cFs 053 S{bsc,ipdois to lntemstional Orladzrtions 500,000.00 500,000.00 0.096

D1093 Stale O€p.rhent tor sHpd.E alld Msrilime 5.0m,m0.00 5.0@.000.00 0.0%

02091 Teacfi ers S€Mca CommiEsion 600,000,000.00 200,000,000.00 0.0%

v2111 N.lidlal G.nder ard Equality CdnmhCon 5.0m,000.00 2,874,000.00 0.096

uoaBocslod :lDA-Ulban Dol,eloFnorn G.ant (UDG) 51.031.875.20 51,031,875.20 0.0%

o1023 S18te Ooperttl.nt for Conoclional Sarvicas 78,a,1 00,000.00 257,579,E42t.00 55,348,693.15 215%
D1271 Ethlcs snd Antl4orruptlon Commi$lon /10,800,000.00 ,r0,800,000.00 14,167,795.00 31.7%

011E5 Stste Oopartnont for Sodsl Proledion 2.186,1 30,000.00 1.917,900,0(x).00 836,91,t,69,r.00 ,a3.696

Offce ot tho DtuEdo. ot Publc Pro.ooJtions r 29,000,0(x).00o1291 ,rs,000.000.00 22,926,593.00 46.8%

Dt0t I ExaoJtirra O{tica of PlaaHenl 4,961,171,015.00 7.527,900.095.00 ,4.277.069.239.S5 56.8%

cFS 052 Salari6, Allowsnces & Mbcallaneou8 ,i.167,/i08,77E.00 ,r.187.,r08.778.00 2.620,158,303.45 62.9%

R1011 The ExooJtivo Ofice oltho Presirenl 21,724,255,323.O0 23,566,586,1 64.00 15.99,r,701.690.20 87.9%

A.,3OJun 2OZl

Subscriptons to h{ematlonal Organbatlons 500.000.00 500,000.00cFS 053 0.0%

o2111 Nafional G.rd6r and Equ.lity Cornmblion I 0,'t 31 ,000.00 0.0%

R1092 $ale O€prrtnent foa Trsnspoal 751,2m,336.00 1.691.515.862.00 323.697,789.05 19.1%

Puuic SoMco Cornmbrlon 1 S,300,000.00 't I,300,0m.00 6,,r88,758.90om71 3iI.6%

o1092 Stale Ooparfnont ot Tr8nlport 1,196,300,000.00 s84,800,000.00 ,r08,,496,20,4.00 11.59r

01185 state o.parfiErn br slodal P.dectioo 2.651 ,038.E23.00 2.87,(,738,E23.00 't .277 .'112.152.10 4.1
Sfab Depafii€r( br Labour 2,560,716,,r82.m E66,6m,21 3.00Dl18,r ,€,r,rI8,668.60 il2X

Dl066 Slale Ogpaftn€rn fu( Esdy Lo.rnino & Brsic Educ8lion I 1 .426.600.000.00 13,866,322,991.00 7,33/i.163,293./i5 52.996

Ethics ar6 Antl{omrptlon Commigllon 67,,t93,11S.00 67,,r93,110.00 36,715,13/1.7501271 514%
Dmgl T6adlors Sorvke Comnri$irr 6,15, t 00,m0.00 as5,100,m0.00 271,720,718.N 55.596

D1071 Tho t{atirEl T.easu.y 48,5,a7.971,736.00 63,r06.920.457.(x) 35.61,r.,roa.678.75 56.,r%

StBte Dspadnonl for lntomation Co.nmunicatiorE .rd Te.finology & lnno\ration 1,707.66.2.268.OO 3.5rI.660.000.00 2,122.03,r.481.95 53.3%D1122

1,8S5,0@,000.00 2,153,923,723.00 1,313,989,297.15D12A1 Th6 Judldary 61.0%

D106,r Slalq D€partnqitl fur vocadoial ard T6dlnkal Trlining 2,2{4,,436,m0.00 1,908,,r57,3:15.00 1,198.,r35.999.S0 62.8%

D1252 S18te Law Offc. and Dop.rtnenl ot Jl6tce rE'r,30r,535.00 r37,80't,535.00 88,/(}9.3/r0.30 u.2x
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t}2o,21 tlrliDel Lrrd Cdnmislhn 38,8S6.780.00 3E,896,786.00 25,172,O91.9 05.s9(
D1oS4 Sate Dcparfii.nt for Fh,3kE & Urb.n Ocvsloprn6nl I 2.S99.600.000.00 13,069,940,000.00 8.805,1E5,917.30 67 1%

D't 175 Slate Departner( for lidustrislization 3,272,900,000.00 2,787,900,000.00 't,9r3,r36,491.05 68.6%

A..t 30 Jun m23
cFs 053 SrrbsaripdorE to lntematjonal Orgaiiz.tioru 5m.000.00 0.096

D't026 Stats Dop€r&Eflt tu lntsmal Securig & NatiorEl Administration o.o%
01068 Slste Departrnent br Port Traini.E and Skills D6v6lopmen[ 33,000,000.00 0.0%
D1083 Strte Oep.tuner br Public l-batth and Prcbssional Staldadr 2,337,250,000.00 0.0.6
D1093 State Oepafilont tu( shhping and Maritime. ,rEg,O00,oo0.00 900,000.00 0.0*
011n Stale Deprffn6nt for lnEsfnenl Promolion 1.238,12t,0a,r.00 o0%
om2i Nsdonal Land Commi8don s0,300,000.00 0.0%

o2111 t{ato.al Gander a,td Equality Co,nmb8ion 10,13 t,m0.00 10,13r,000.00 0.096

01211 Srde Departllont br Youth 1,732,790,0m.00 983,370,119.00 1r7,380.119.00 11.9
Dl0s2 Strte Dep.tuner( ol Trrnrport 1,350,000,000.00 2,861,602,165.00 576,682,E35.00 21.7%
D1032 Stste Dep.rtrlonl fo. Dovoldion 297.000,0@.00 227 ,377,778.N 56,000.000.@ 21.6fyr

o't 192 S-tsie Dep.ftn6nf tur Mldm 1 31 ,08/i,05E.00 41.312.S00.r0 31.596

01202 St.te DcA.ftnont to Toudrm 352,210,000.00 3/t,010,m0.00 12,@9,866.20 37.1%
01021 Stato Dapartrnsnt ror lmmlgration and Citizen S€Nices 106.663.915.00 11,210,24.@ 38.6%

Dl132 State DegarttEnt br Sportr I 33,000,000.00 20,875,000.00 8.250,(rco.00 3S.5%
R1ffXl Stete Depa.filenl tu Puuic Heall'| and ProftssiorEl Standards 1,697,t 15,60a.00 77 5,532,270.@ 15.7%

ol(rl MinbLy o, Oebnce 3.,46E,000.m0.00 3.365,350.E74.00 1 ,717 ,49 ,1',t0.20 51.9%

Dl18,t State Departnern for Lebour 572.500.000.00 /422,500,000.00 220.877 .537.10 52.3%

D2111 Arrditor Gonorsl 380,610.000.00 19,610,000.00 10.506,720.00 53.6%

Dl zxi $ar6 Dspsrment b. lrlldltlb 886.810.000.00 1 E6,8'r 0,000.00 'r 00.5E6,926.00 53.8%

01122 Stgte Oepatulenl br lniormaton Commudcations and Tedmology & lnnovatlon 3.S89,@0,000.00 1,169,629,763.00 631,016,612.,|s 5/t.0%

Dl t85 State Elepartnent br Sodal Proteclion 2.808.500.000.00 2,555,685,203.00 1.rt (5,089,2S5.25 54.5%

Rlotr State Dopa.tnrern br O.rpoia Afialrs 6s8,000,000.m 373,41 ,521 .O5 56.E%

01213 Stste Deprrhonl hr Puulc S€rvica 802,910,000.00 202,612,1$.00 115,025,000.00 56 896

D1291 Omco ol tllg Dllgdor ot Publlc Poseqrtions ,i5,000,000.00 12,135,,t29.00 7,135,420.00 58.8%

Dl 173 Stato Departmsri tor Cooperali\€6 ,(22,500,000.00 20,E22,500.000.00 12.752,610,962./i0 61.2%

Dt lxl2 Slate DepsrtrBd br Forgrty 617.,r39.205.00 379,(x,2,938.35 8'1.,i%

01171 Slale Departrtenl br Trad6 1.,a86,600,000.00 't.265,050.000.00 794,411,0(x).00 62.8%

aao o o a a a o a
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Source: The National Treasury Statements of Actual Revenues & /Vef Excheguer /ssues as at 30 June, 2021, as at 30June 2022 and as at 30 June 2023

o t

Dl't 08 Minbtry o, Erwi.oflmeri and ForEstry 3,369.300.000.00 2,627,300.000.00 1,653,997.497.00 63.0%
D1035 State Oopadmefil b. Oovoloprner for UE ASAL 9.360.103.7@.U) 14.ur28.093.700.00 9,263,702.5{4.55 u.2%
D1023 Slale Oopsrtn€.{ br CorEclional SoNiceB r.095,,r00,000.00 ,(}5,'171,870.m 2E2,693,053.20 65.0%
01123 Stai€ Departnent br B6adcastim & Tgloconmunicslions 81 7,000,000.00 266,,r,16,5.r5.@ 1E1,556,7,10.00 68.1%
o1261 Judkiary Fund 1.900,0@,000.00 1,900,000,000.00 1,310,000,(rco.00
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Appendix V: Outstanding Exchequer Requests tor FY 2021 12022

t 011 Erao.rtive O6ca ofthe Pr6irGnl 2.*0,210,171 _fi
m7.175.601.15 2.86r.tt6.012.35

1021 Stat6 Departnat b. lnterir and Cilizen
S€wice6

2.612.204.t55.60
5? 1.125.718 .10 3.185.693.903.70

1023 Stata Deparlmont ior Coreciional S€rvices

1032 Slab Depa.tn6nt br Oovolution

1035 Sff Oeparunont br Devdoprnrnt ol the
ASAL

10.t1 Minisby of Dafon!6 1 ,755.038,502.30
1.755.03€.502.30

'to52 l,linilfy of Fo.Erln Arfai.s 74,03:1.55,4. 15
7,1033.SL15

106.{ state Deparnnad br vocetjdlal and
Tcchnical Treinino

30,0,301.944.m
t00.10t.0a8.00

1065 Stats Departmgr br Uni'reGity Educaton

1066 Statg Departnont fur Eaiy Loaming & Basic
Educatbo

175,455,31,1.55
501,984,(m 00 767130.t1a.55

r 068 Sl,als Deparfnont br Post Training aM Skill3
Dov€lopment

't 069 Strte Depadn6nl br lmdem€otation of
Curiculum Rebamr

1071 The Nati)nal Trralury L8O0.234.027.,t0
23.125.60,1.,r08.05 24.925.4..0.435.45

1072 Strto OeFanrnent br Plenning
2.900.000.000.00 zgm.m0.0m.00

r08, Minilty ol Health
6.0.11-378.780.,13 3.0,11 .Sr&?m.as

't09r Stds Oepadrnonl b{ lnfrdln clure
2.190.(x)0.0(m.m 2.1s0.mo.000.00

't092 Slate Dep6nrn6nt for Transport 1.000,ofl),000.00
7.125.9.t5.00 1.007-125-9a5.m

1093 Stata Oepafinont fo( Shipdm and Maritim€

109.t StaE DepaftrEnt fo( Housing & Urbdr
Oel/eloprnent 3.317 EAS 033 00 1.tr7.86t.0$.m

10s5 Stat! Departrnont br Public Work3

1t08 llnilfy of EnvroonEnt and Fo.laty
200 000 (x)o oo 200.000.000.m

11m ttniafy d Water E Senitalion rnd hhaton

1112 tliniltry of Land! and Physicll Planning
243, 3,609.05 2,lll.0,(}.6Oe .05

1122 Slalr Depadn€ot 
'or 

lnfoanalirn
Commur*rirr Todnobgy & lnnovatirr

'| ,1 I 5.99S. m
n0,48,31175 Tfi.554,3t0.76

1123

1132

Statg Departnonl br groadca3ting A
Tel€communicatona
Stato Depertnont for Sport3

aoaa a o a o o a o a
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1131 SEta Oeperfilgot b( Culhnr and HedtaCe

tr52 llioirty ol Enorly

1t62 Stab Dapadnaot br Uvertocl
15'l .922.219.OO #1,022.2t9-O0

l't8€ Stato Oapa noot lb( Fisrr€*s, Aqu&ulfu{e
& tha Stue Econo.ny 47,000,000.ma7.m0.000.00

1't69 StatG Dapaltnoot lbr Crop D€vebprn€ni &
ACrhultlr.l Relaarch

,lzt.5O2,{05.00
300,€82,,105.e0 aaa,t t490t.70

1173 Stab Dcpeftient br Coops'atit Gs

1171 Slato Dopartn€r{ lbr T6da and Entarprire
Dev€loorn€nt

1175 Str.ts Dapatnaot br lndulfiafizatixr

1't 84 Stata 0opanm6nt lor Labour

1185 Stab DGpartrn€nt tor Social Prot clbn
Penlion! & S€nior Citizens Afiaila l57,2:t3,r2t.70

165,162,081.40
692,071,04,4.30

1194 Miniluy ot Mining and Patroleum

'1202 SLtc Dopartmenl br Tourism

1203 Stata Drpenmont ior Wldlils

1212 Stata D6partm6nt br Gsnd.r

1213 StaG Depadn€nt br Puuic Servhz r r 8,58,4.596.00
19.'175.87,t-15 t37.730.470.t5

1211 Stat6 C|.panment b. You$r Afhirs

1221 Statg Cbpalun€nt br East African Co.nmunity

1222 Stata D.pafinont br RegirEi and Nor$ern
Coriror Dovelop.n€.rl

1252 Stab Lar Offic. 3nd D€perungnl ol Justce

t 2a! Th. Jdilary

t2tl Etrts a.ld An${onudrm Co.nmBsbn

1241 Natirral lntdlDeme &rvice

t2a'l Oflba o, SrG DirEatd ol Public PrGeqrbos

13tl Oitce o, SlC Re0ilfrar oa Polilbel Parti€s

1321 l,\'ilrEaa Proiaaibn Aodrcl

20tl Xanya Natiral Co.nmblidi oi Human
Riohb
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m21 t{alihel L.nd Cdrrr**liro

203t lndap6odonl Eloctrsl and Boundarie6
Cornn*glbn

20ar Pedbmont ry S€rybe Co.nmi8si, 725,432,475.75
72533L475-15

m12 Nalbnd A3!€mbly 1,303,€7.272.85
t.3.3-,tr7 2t2-45

20a3 Perlranlontary Jdnt Sorvi>6 25,,1I 5.000.00
6a 814 286 95 0a.2an-2ra-gs

m51 Judiial SeNae Cdnnnlsbn

m61 The Commisih m R.Yonua Alocalir.r

m71 Puuic S€rv*r Cornmir.rion 129,955,235.,()
129.956.235.,.o

2081 Sahdea end Remunerativr co.nmilsioo

2091 Taedr€la S€rvi:e Coanmilsbo 1,16e,828,98,{.30
i . t a9-a2a-98l..3{!

2101 Natirnel Polico S€rvb6 CornmErlrl

2111 Auditor G6n6ral

2121 Oftc€ ol he Controll€r of Budget

2131 Tho Co.nmilrion o.r Adminiltative Justce

2141 National Gondor and Equaldy Commissirn

2',t51 lndapendeol PolicirE Overrhht Authority

Sub To0lr 11,0812/2,512.t0
11.'I7.7,3.2,6.8' s5.t08-95t.t08.83

3.0t8.239.230.t5
Juna Allocalion3

29.300.0m.mo.m
Tot l 1a,612481L00

41.8,4r.729.293.83 91.sifl.22t.039.7t
TrD8ury Bood3 rrd€rnplims

Tllalury Bdl! r€d€mplbns

PuUk Oobl Fo.€qn payirEots due (JurE)

Lola T.8ord! p.oc*d! rc6€.ve account

Publlc Dcba Sub - Tot 13

Publlc D.U (P'r 1997)

G6nd TotrL
9t.527.22t.039.7t

aa a a a a a a a a a
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Appendix Vl: Outstanding Exchequer Requests for FY 202212023

1011 Exerlive Ofica of the PrE it€nl 1.779.6'13.6,10.40 1 ,110.613.6,t0,40 r40,000,m0.00 1,10,000,ff)O.m t.t19.8t3.5a0.a0
'1o12 Offra ol the D€puty Pr€sideni

1013 Ofic6 ol the Pnm€ CaUrEl
S€cretary

1021
State Dopanmont for lnterior and
Cilizen S.rviceg

1023 Stata D6parti€nt fo. ConDdiooel
Servbea

13{ 926 't25 40
209,8/al ,580.45

't 3,4,026,125.40 75,015,455.05 75,015,455.05

ro21 StaL Dopartneot br lmmoraton
a.ld Citiz€n sewb6a

1025 Natonal Pdic6 S6NIE 878,270.443.80 878,279,4/(l.60
878.27e.443.60

1026
Stal€ DopafirEr{ b( lntemal
Seo.rrity & National Adminbtralbn r.247,706,689.95 r ,2a7,7rr€,589.05 r Jal.roG,689.e6

1032 State Dopartn€nt br OeYoluton

1035 Stato Departltont lbr
DeYoloFnent ol tha ASAL 888,872,250.00 888,672,250.00 ,1,640,070,6a5.00 4,0,a0,979,665.00

5.538.851.915.00

1(x1 i niltry ot Deienca 7,666.999,297.48 7,585,ee9,297./30 1 .617 .775.921.75 1 ,417 .77 5,924 _75 9.zU.n52X2.4
1052 Min6t y o{ Foreion Afhirs

1053 State Dopartn€nt ,or Foroign
NfdirB 822,803.55.a.35 82jI.893.554.3582j1,803,ss,r.35

l ott Sl,ate Depaltneot br Ohspora
Afiairs

1(84 Sl,ab D6partrn€rl br Vocatrooal
and Tt.finaal Trehino 1,399,797,,145.m I,399,7e7,4/45.00 t.399.717.{5.00

1065 Stata Dopefin flt for t niverlit
Educalirn 81,83,t,182.05 61,811,482.65 6l,$,r,a82.65

't066 Stab Oogadrn€ot b. Eady
Lerming a Bash Educatbn 1,123,722.A6a.W I,/r8.722,t5t.@ 1.243.700.mO.m 1.2,13,700,fi)o.m

2,667.r122.868.00

r0a8 Stita Oopert r€ilt fo. Posl
Tdniltg and SxIr 06/ebp.n6nt

1060
Stab Oapanrnorn ba
lmplernanlatbn of CunkdtJm
Rebrrn3

1071 Tha t{atirlal TreaEury 8,998.353.390.@ r,991,153,399.m 417.312,5m.00 10,907,070,234.85 I I .,414,982,73,1.85 20.att_136-t33-t5
1072 Stat6 D€parhgnt tor Phnning
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1081 Mnbry of He.lth 639,255,922.00 6i]l,25s,922.90 2,303.530,050.85 2.393.530.059.85
3.032.185.982.75

1m3 Statg Dopadnent br PuUh
ll€alth and PmaBJdd Stendanls 02'r.583,39.m 92r,58:!,It(00 2,3:}7,250.000.m 2.337,250,(x)O.m t35t,&8,33{oo

10gl State oepanmenl br
lnfi'astrudure

1U)2 Stato DeAartnern to. TraNpo.t r8,8,a0, t87.m I l,6r|0,167.00 1 ,281 ,500,0,00.m 1.28'1.5O,0.0m.00 t.300.140.167.m

1093 Stat€ D€padrnenl lor Shiprino and
Madlim€

I094 Slalo Oepa.tneil for Housino a
Urban O6velopment 2.1,88.,470.05 221,84\17O_O5 221,8,'4170.05

1005 Slats Oepadrn€.rt b. Put ic Wo.ks

't 1(x State oepanment for lfiigalion 4,567.800.00 4,567,800.00 300.000,000.00 300.000,000.00
30,1,687,800.00

1104 llirtrty ol Enviroffnent arld
Focsty 390.500,(m.00 300.500,000.00 3r0,6txr,000.00

1109
Miniatry ot Watd & Sanitation 6nd
lnEalioi

1112 rnilry d [and! and PiysiS
Planning

1122
Stab D€partn€nt br lniormalbn
Co.nmuniEtirr T6dnology a {n 2a1 321 m 4m,281,321.00 ,o0,2t1,321 .00

1123 Stata Department br Broadcastng
I Tel€communixtions 8,t,35.r,8,t0.00 8,r,354,840.00 SaJs/rrto.00

1132 State Departiont br Spo.b r2.825,000.@ 12,825,m0.00 2,250,(x)O.m 2,250,mO.00
14,876,000.00

113,r
State Deparbnont br Culirlr end
Heritage

'1152 MinE y ol Energy 206.266,1,19.1t 206,266,l/r9,1 I
203.285.149.1t

1142 state Dcpartnont for Liv6toak

1168 Sbta DepaftEnl for FBh6rb!,
Aquacultur€ & th6 Blue Economy

5,795,831.m 5,795,83,t.00
5,795,831.00

1169
Stab Deperfnoot tu C.op
Oevoloprnen e Aldlrn ral
ReaarEh

282.231,538.15 282.23r.538.r5 2t2,2!t,$8.r 5

1173 Stata Oapanm€nt tor
Cooparalrves

1171 Stab Dopartn€nl br Trad.

oaaa o o a a o a a
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1175 Stab Oepartrnenl lbr
latdust ializalioal 72,374,241.N 7 2,l7 a,2t1.SO f2,37a2a1-liJ

1174
Sbta Oeparlrnenl to. lAaro, Small

E Medium Enterpaire3
O6v6looflEnl

1177 Stata Depanment b. lnvestrnent
Pomolion 40,000,000.00 40,000,000.00 1,238,083,333.00 1,238,083,333.00

1,278,083,333.00

1184 Sl,ate Departrnent frcr Laborr 48,,(88,,t10.00 48,4t18.416.m ,48,,168,a16.00

1185 Stale Deparh€nt ior Socjal r,r65,659,934.00 t.t65.659.936.00 200,000,0m.m 2m,000,000.00
r,36s,659,93€.OO

1192 Sl,ate Deparfnent for Mining

t1s4 MiniBUy of Mining and Petrdeum

1202 Stete tlaparunenl br Toudsn

1203 St.b Depanment lor Wildlife 70,500,000.00 70,500.000.00
70,500,000.00

1212 Sta!6 O€partrEnt ior Gonder 185,6(x,501.35 185,004.581.35
I 85,60,1,581 .S6

1213 Stiate Oeparlrne.l to. Puuic
S€o*:e 2.374.137 125 65 2376,A ,a25.65 01,5,t0.750 0O 61,5,10.750.0O 2139,978,175.65

1214 Stat6 Oeparlrnent br Youth

1221
Slata D€panment for East African
Cornmunily

1222
Stata Deparfnent ,o( Rogixlal
ar{ tlorlhem Conido.
Oovelooanert

550.OOO.(x)O.m 550.000.000.00 i50,000,000.00

1252 Sl,rta Law Office and Depadment
of Justi:e 13a,656.187.15 138.856.167.15

t38,6s8,137.16

126r Tho Judbary 307,206.820 m 30r,206,820.00 295,0m.mo.m 295,fi)o.0(x).00 m2r06,820.00

1271 Et ca and Anij{oaruplion
Co.nmbsbo r06,038,22€.m r06,038,216,00

r06,038,21t.00

1241 Nelional lnt€llagence Service 1 ,6,i3, 160,,198.00 ,1,543,150,as8.00
I,G,r3,160,408.00

1291 Olfico ol the Urector ol Pub{ic
PrcGacdirxrs 117 ,X7? ,897 .75 1at 3n ,497 ,75

ra7,!77,607.75

1311 Oftce oa tle Regiltaar ot t olilical
P.db.

132'l Wh€$ Protectjon Agancy
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13112 Strte Deparment lor Fo.€slry 200,000,000.00 200,000.000.00 200,m0,000.00

m11 Kenye Natimal Co.nmissirr o.r
Hurnan Rights

2021 l{ational Lend Commi3sion

203t lndepend€nt El€clo.al and
Bomclades Co.nmi8irn 991,690,004.20 90r,699,50a,20

991,699,GOa.20

zxl Parliamentary Servi;e
Cornmission

2012 National Assembiy 903 623 884 60 903,623,88,r.30
t03,62s,884.80

2043 Perlhmentary Joinl Servrces 103,625.070.80 103,625,070.80
103,625,070.00

2051 Judrral Servae Co.nmirsbn

2061
The Commissbn oat Revenue
Allocatiofl

2071 Public Serva€ Commi$ilrl 34.80.{, I 48 35 3rr,80,r, t,r835
3.4,8O4,148,35

2081
Salari6 and RernurErelim

Co.nmigsirr

2091 T€ach€rs SeaYic€ Commissbn 't30,893,558 20 1s0,893,55a.20
130,893,558.20

2101
National Police S€rvic€

Commlssion

2111 Arrdrtoa Gerle(al

2121 Ofice of the Cmtroller ol Budget

2131 Th€ Commission on Adminaslratve

2111 Netir.lal G€.{er aM Equality
Coanmbsbn

2151
l.ld€p€r$€ot Pollir{ Oversight

Aurlority

Sub Totals 35,275,290,678.a4 35,275,200,678.,ra 4,X}r,383,309.85 25,10,1,049.779.m 29,687.,(}3.08t.05 u.*2-723.767 .a9

i 2.5a2.699. t 16.0t
Countirs Abcatirog
Ooar€slic D€bi

Grand Totala
n i/6.122,t82.U

aa o a a a a a a a a
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Appendix Vll (a): Utilization of Treasury Bonds Proceeds FY 201812019

Source: Review Analysis of Treasury Bonds Payment Vouchers and Treasury Bond Bank Stdtement

27 Excfiequer release4_03.2019 500,000,000 Confirmed
582.000,000 Confirmed 29 Exchequer release27.6.2019

39.500.000.000 ConRrmed 28 Exchequer release20.6.2019
Confirmed 27 Exchequer release'15.05.2019 58.000,000.000

26 Excheouer release2s.o4.2019 2.245.000.000 Confirmed
25 Exchequer release17.O4.20',19 58.000.000.000 Confirmed

2.300.000.000 Contirmed 24 Exchequer release1.04.2019
Conlirmed 23 Exchequer release28.03.2019 14.200.000,000
Confirmed 21 Exchequer release1 .03.2019 6,000,000,000

Excheouer release27 .O2.2019 48.000.000.000 Confirmed 19

13.O2.2019 23.000.000.000 Confirmed '18 Exchequer release

7.500.000.000 Conrirmed 17 Exchequer release30.01.20't 9

Confirmed 16 Exchequer release29.01.2019 30,000.000.000
Excheouer release22.O',t.2019 1.730.000.000 Confirmed 15

Excheauer release31.12.201a 1.000.000.000 Confirmed 14

31.12.2015 5.000.000.000 Confirmed 13 Exchequer release
25.000.000.000 Conlirmed 't2 Exchequer release19.12.2018

Confirmed 10 Exchequer release13.12.20'18 1,270,000,000
'tl Exchequer release7 .12.20',t8 3.900.000.000 Confirmed
I Excheouer release6.12.2014 3.600.000.000 Confirmed

28.11 .2018 16.000.000.000 Conrirmed I Exchequer release
22.1',t.2018 1 1.500.000.000 Conlirmed 7 Exchequer release

Confirmed 5 Exchequer release14.1 1.2018 1,340,000,000
6 Exchequer release9.11.2018 21.200.000.000 Confirmed

25.10.2018 7.400.000.000 Confirmed 4 Exchequer release
27.09.2018 28.000.000.000 Confirmed 3 Exchequer release
1.08.2018 10.000.000.000 Confirmed Exchequer release
30.08.2018 18.000.000.000 Confirmed 2 Exchequer release
Total 444.767.000.000

o
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Appendi Vll (b): Utilization of Treasury Bonds Proceeds Fy 2O19|2O2O

a

a

a

a

a

o

a

o

a

a

o

26-08-19
'10,15't,107,513.00

Traced ln Bank Stalement PV OO1 To enable release
exchequer realise to
MDA

l6-08-19
49,763,I 16,330.00

Traced ln Bank Statement PV OO2 To enable release
exchequer realise to
MDA

't4-08-19
28,000,000,000.00

Traced ln Bank Stalement PV No 005 Exchequer releases

30-08-19 7,633,550,121 .00 Traced ln Bank Statement PV OO3 To enable settle
domestic debt maturity
on 2ND SEP 2019

18-09-19 42.674.947.990.00 Traced ln Bank Statement Pv 004 To enable settle
domestic debt maturity
on 23 SEP 2019

27-09-'t 9
s,839,600,000.00

Traced ln Bank Stalement PV 06 Exchequer releases

09-1 0-'t 9
9,500,000.000.00

Traced ln Bank Statement pv 007 Exchequer releases

29-10-19
15,000.000.000.00

Traced ln Bank Statement PV OO8 Exchequer releases

07-10-19
'16.000.000.000.00

Traced ln Bank Statement pv 009 Exchequer releases

13-11-19
37 ,275,798,824.15

Traced ln Bank Statement pv 010 Exchequer releases

19-12-19
36,375,200.000.00

Traced ln Bank Statement PV 01I Exchequer releases

07-01-20
28,443,'185,470.00

Traced ln Bank Statement PV OI2 Exchequer releases

28-01-20
18.128,288.623.50

Traced ln Bank Statement PV 013 Exchequer releases

3-02-2020
48.610.842.450.70

Traced ln Bank Statement PV 014 Exchequer releases

03-02-20
3,330,969,650.00

Traced ln Bank Statement PV 016 Exchequer releases

27-02-2020
25,000,000.000.00

Traced ln Bank Statement PV 015 Exchequer releases

04-01-20
23,358,370,644.00

Traced ln Bank Statement PV 017 Exchequer releases

14-04-20
25,000,000.000.00

Traced ln Bank Statement PV 018 Exchequer releases

16t0412020
10,000,000,000.00

Traced ln Bank Statement PV 019 Exchequer releases

21tO1n020
3,862,578,019.40

Traced ln Bank Statement PV 20 Exchequer releases

3U0412020
33,000.000.000.00

Traced ln Bank Statement PV 033 Exchequer releases

13t05t2020
2,805,552,475.00

Traced ln Bank Statement PV 022 Exchequer releases

151O5n020
19,000.000.000.00

Traced ln Bank Slatement PV 23 Exchequer releases
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Source: Review Analysis of Treasury Bonds Payment Vouchers and Treasury Bond Bank Statement

a

a

2210512020
't ,728.707 ,943.00

Traced ln Bank Statement PV 024 Exchequer releases

29-May-2O
6.500.000.000.00

Traced ln Bank Statement PV 25 Exchequer releases

Exchequer releases06-05-20
2.453.568.495.00

Traced ln Bank Statement PV 026

23106f2020
40.000.000.000.00

Traced ln Bank Statement PV 28 Exchequer releases

Exchequer releases25106no20
9.434.779,454.00

Traced ln Bank Statement PV 27

Total
558.870.164.002.75
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Appendix Vll (c): Utilization of Treasury Bonds Proceeds FY 202012021

Source: Review Analysis of Traasury Bonds Payment Vouchors and Treasury Bond Bank Statement

o

a

a

o

a

a

a

a

o

o

o

5-08-19 3t,500,000,000.00 Confirmed 001 Exchequer Releases

10.08.2020 49,092,648,100.00 Confirmed 002 Excheouer Releases

24.08.2020 41 ,079,479,588.30 Confirmed 003 Exchequer Releases

15.09.2020 78,389,387,346.30 Confirmed 004 Exchequer Releases

9.10.2021 20,000.000,000.00 Confirmed 007 Exchequer Releases

15.'tO.2020 44 .762.801 .421 .85 Confirmed 006 Exchequer Releases

30.10.2020 12,000,000.000.00 Confirmed 005 Exchequer Releases

6.11.2020 20,000.000.000.00 Confirmed 008 Exchequer Releases

20.11 .2020 38.421.239.060.00 Confirmed 009 Exchequer Releases

24.',t'.|.2020 25.310.127.694.90 Confirmed 0'l 0 Exchequer Releases

3.12.2020 'r 2,253,900.750.00 Confirmed 011 Exchequer Releases

18.12.2020 10.427.882.835.00 Confirmed o't2 Exchequer Releases

3't.12.2020 2.527.800.085.00 Conllrmed 0't 3 Exchequer Releases

o8.01 .2021 32.788.239.593.75 Confirmed 014 Exchequer Releases
't5.01.202',1 14.195.516.064.00 Conftrmed 015 Exchequer Releases

22.01.2021 41 .528.224.058.60 Confirmed 016 Exchequer Releases

26.o',t.2021 30.000.000.000.00 Confirmed 017 Exchequer Releases

28.01.2021 19.087 .824.127 .80 Confirmed 018 Exchequer Releases

02.o2.202',1 L',t3',t.252.793.40 Conflrmed 020 Exchequer Releases

05.o2.2021 13.202.890.076.25 Confirmed 0't 9 Exchequer Releases

12.02.2021 28.723.220.659.35 Confirmed 02'l Exchequer Releases

18.02.2021 't 3.871.652.569.80 Confirmed 023 Exchequer Releases

23.02.2021 10.500.000.000.00 Confirmed o24 Exchequer Releases

4.O3.2021 508.949.907.05 Confirmed 025 Exchequer Releases

18.03.2021 48,668,'148,300.00 Confirmed 026 Exchequer Releases

12.04.2021 30,000,000.000.00 Confirmed o27 Exchequer Releases

16.O4.2021 46,273,120,7 46.90 Confirmed 028 Exchequer Releases

22.O4.2021 5,338,749,443.60 Conlirmed 029 Exchequer Releases

12.O5.202'l 20,000.000.000.00 Conf rmed 030 Exchequer Releases

25.05.202'.1 10,000,000.000.00 Confirmed 031 Exchequer Releases

26.05.202',1 10.974,594.303.80 Confirmed 032 Exchequer Releases

24.06.202',1 20,o20.27 4.160.00 Confirmed 033 Exchequer Releases

Total 790,577.923.685.65
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Appendax Vll (d): Utilization of Treasury Bonds Proceeds FY 202112022

Confirmed 001 Exchequer release12.07.202',1 37 ,764,278,453.45

22.07.2021 25,286,613,486.40 Confirmed oo2 Exchequer release

Conflrmed 003 Exchequer release23.07.2021 4,803,590,891 .40

11.08.2021 11,12?,713,112.00 Conllrmed 004 Exchequer 16lease

16.08.2021 15.035.407.020.70 Confirmed 005 Exchequer release

Exchequer release19.08.2021 25,350,956,582.70 Confirmed 006

20.o8.2021 12.051,3't 9,912.30 Conlirmed 007 Exchequer release

Confirmed 008 Exchequer release25.O8.2021 19,810,743,440.40

15.09.2021 48,804,209,505.60 Confirmed 009 Exchequer release

21.09.202',1 30,000,000,000.00 Confirmed 010 Exchequer release

Exchequer release22.09.202',1 10,000,000,000.00 Confirmed 01 'l

5.10.2021 30,000,000,000.00 Confirmed 012 Exchequer release

Conlirmed 013 Exchequer release'ts.10.202'l 36,5't 0,625,504.95

29.'t0.2021 7,289,030,169.00 Confirmed 0'14 Exchequer release

05.11.2021 16.514.511,517.25 Confirmed 015 Exchequer release

't1.11.2021 30,109,909,718.95 Conlirmed 017 Exchequer release

Exchequer release'17 .11.2021 9,523,493,800.00 Conli.med 016

19.11 .2021 33,03s,743,097.50 Confirmed 018 Exchequer release

03.12.2021 3,1 12,483,750.00 Confirmed 0'19 Exchequer release

Confirmed 020 Exchequer release08.12.2021 23 ,662,622,182.00

07 .01 .2022 15,769,234,062.50 Confirmed 022 Exchequer release

13.01.2022 9,828,576,026.40 Confirmed 023 Exchequer release

20.01 .2022 27 .897 .652.676.15 Confirmed 024 Exchequer release

10.o2.2022 't4,841,634,483.75 Confirmed 025 Exchequer release

17 .02.2022 21.733.779,434.65 Confirmed 026 Exchequer release

21 .02.2022 50,000,000,000.00 Confirmed 027 Exchequer release

25.02.2022 18,000,000,000.00 Conlirmed 028 Exchequer release

4.O32022 Conltrmed 030 Exchequer release6,147 ,230,120.50

11.03.2022 24 ,02',t ,483 ,480 .25 Confimed 029 Exchequer release

17.03.2022 13,480,835,'156.00 Confirmed 031 Exchequer release

25.03.2022 5,447 ,125,187.25 Confirmed 032 Exchequer release

L0/..2022 24,381 ,839,939.75 Conlirmed 033 Exchequer release

14.O4.2022 '12,383,967,585.00 Confirmed 035 Exchequer release

27.04.2022 Confirmed Exchequer release18,544,582,628.25 034

a
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'18.05.2022 20,000,000,000.00 Confirmed 036 Exchequer release

20.o5.2022 9,687,106,424.50 Confirmed 037 Exchequer release

03.06.2022 48,484,378,360.35 Confirmed 038 Exchequer release

13.062022 34,'163,949,767.00 Confirmed 039 Exchequer release

16.06.2022 39,359.975.954.70 Confirmed 040 Exchequer release

29.06.2022 19,998,249,728.90 Conlirmed 041 Exchequer release

30.12.202',1 't2.777 .857 .988.50 Confirmed 02'l Exchequer release

Total 877,038,741,',t79.00

Source: Review Analysis of Treasury Bonds Payment Vouchers and Treasury Bond Bank Stalement
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Appendix Vll (e): Utilization of Treasury Bonds Proceeds FY 202212023

Source: Revbw Analysis of Treasury Bonds Payment Vouchers and Trcasury Bond Bank Statementa

a

2',t.o7 .2022 6.'166,817,235.25 002 Confirmed Exchequer release

9.439.612.073.80 001 Confirmed Exchequer release27 .O7 .2022

21,000,000,000.00 003 Confirmed Exchequer release22.Oa2022

004 Confirmed Exchequer release29.08.2022 18,226,932,732.45

19.09.2022 10,000,000,000.00 005 Confirmed Exchequer release

23.09.2022 15.393,246.3E2.00 006 Confirmed Exchequer release

26.O9.2022 15.435,633,216.15 007 Confirmed Exchequer releas€

't3.10.2022 15.442.650,972.05 008 Confirmed Exchequer release

27 j02022 13,602,823,431 .85 009 Contirmed Exchequer release

14.11.2022 28,600,000,000.00 010 Confirmed Exchequer release

16.11.2022 46.485.064.098.20 0't l Confirmed Exchequer release

29.1',t .2022 18,000,000,000.00 012 Confirmed Exchequer release

30.11 .2022 1 ,092,504,092.80 013 Confirmed Exchequer release

014 Confirmed Exchequer release'1s.o122022 24,U0,778,017 .00

01s Confirmed Exchequer release30.12.2022 8,093,250,000.00

03.o1.2023 2,636,336,769.80 016 Confirmed Exchequer release

18.0',t.2023 31,000,000,000.00 0'17 Confirmed Exchequer release

23.O',t.2023 1,216,187 ,783.70 019 Confirmed Exchequer release

25.01 .2023 1 8.062.44 8.2 09. 3 5 018 Confirmed Exchequer release

15.O2.2023 16,751,394,569.90 020 Confirmed Exchequer release

31.01.2023 12,265,397 ,437 .10 021 Confirmed Exchequer release

Total 333,251,077,021.10
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General In general approach lo this audit, there is a
mix-up between cash management and
domestic bonowing. The two aspects in
Kenyan context are management differently
though the two units work closely together to
ensure debt obligations are settled in good
time. Cash Management entails the
management of the entire government
inflows and oumows, and it is not limited to
domestic borrowing. The inflows may be
from Tax revenues, non-tax revenues, Donor
and Grants, External borrowing or Domestic
borrowing. Cash Management also involves
management of the outflows in form of
disbursements to all Ministries, state
departmenls and Agencies under the broad
categories of recurrent budget, development
budget, Consolidated Fund Services (CFS)
as well disbursement to County
governments.

The audit focused on a
problem/ function
rather than an entity:
Domeslic Debt and
Cash Management are
interrelated/two side of
the same coin

The
revised
Effective
and Domestic

Manaqement
Coordination
Kindly refer to
Chapter 1 of our
report. ln the
near future the
audit of Budget
Formulation and
Later on Cash
Management will
be considered to
assess the
progress of
operationalizing
the Cash
Management
Framework.

Debt

Topic
to

Gash

Pat. 1.7-
't.'t4

ln the introduction part in page 7 to 9 is
majorly on debt management while the
content of the report as well as the
conclusions are on cash management. We
are therefore of the opinion that the audit of
cash be conduc{ed independently from the
audit of domestic borrowing for the reports to
have meaningful findings that improve the
performance of each area.

This is not true: Chapter
1 : lntroduction provides
introduction and
linkages between Cash
Management and Debt
Management

Chapter 1:

Background
provided a clear
linkage between
the two functions
of Cash
Management
and Debt
Management.
The team have
included
definitions from
Cash
Management
Function

Par.'1.16 The Motivation of the audit described in Par
1.16 could be expounded further to tie it to
the scope of the audit in this case, cash
management or domestic borrowing, The
motivation stated, as is , requires a wider
scope of the audit which may include audit of

As part of Performance
Audit Methodology
Process (lnternal
Process). Both

Qualitative and
Quantitative aspects

The Motivation
on Citizen Digital
can be deleted
as it speaks
more of
utilization of the

66



a

a

a

a

a

a

a

a

o

a

a

Sovereign
lnfrastructure
Bond. However,
in future this
topic could be
independently
pursued.

the budgeting process as well as audit of the
entire public debt. This motivation may not
be achieved if the audit is limited to cash
management.

were considered in
qualifying the audit
topic. Even though
qualifying a topic is

majorly subjective
Professional judgment,

logic and other
empirical evidence
formed the basis of
choosing the topic.

Page 20-
23

ln roles and responsibilities in page 20-23,
there is a mix up of roles. lt is important to
clariry that the Cash Management Unit in (i)
is part of the Accounting Services and
Quality Assurance in (iii) in page 2o.Budget
Fiscal and Economic Affairs in (ii) in page 20
performs the same roles and functions as the
Budget Fiscal and Economic Affairs
Directorate in (iv) in page 23.The
harmonization of the roles will give a clear
picture of where the cash management is

anchored as well as where the domestic debt
function is domiciled.

It is duly acknowledged
that the Cash
Management Unit falls
under the Accounting
Services and Quality
Assurance.
Nevertheless, there is

no confusion regarding
roles as they have been
clearly delineated in the
cash management
framework.

The roles and
responsibilities
remain as is

since they were
picked from the
table in the Cash
Management
Framework.

Pat 4.1 (t-
iv)

The measures indicated in Par 4.1 i to iv

relates to public debt while the observations
and findings mentioned in 4,2 relates to cash
management. We are of the opinion that the
audit of cash management should be
conducted independently from the audit of
domestic.

There is a disconnect between the two
aspects making it difficult to respond. We
would appreciate a meeting with the team of
auditors to put a cross on the role of cash
management and lhe function of domestic
borrowing with the aim of improving the
lindings and lhe eventual report.

This is true:
Positives on Cash
Management have
been added. However,
the audit upholds that
the two functions are
interrelated as earlier
indicated.

Positive on Cash
Management
have been
added that
focused on
Development of
2020, Cash
Management
Framework.

a
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Paragraph
4.18

Treasury Single Account yet to be
Operationalized.

It's true that The National Treasury was yet
to fully operationalize a TSA since the
Cabinet had just approved its
implementation on 15th January 2024.
However, there are several preliminaries
that are required to be met before the TSA is
fully implemented. This includes Exchequer
automaton among others (see attached
Road map).

This is true. Remains
unchanged

Par 4.3
and 4.4

The subtitle Operationalization of The
National Treasury Cash Management
Framework 2020 is complete but ongoing. ls
left hanging. However, as a general
response to the underlying issue, we would
wish to mention that the Treasury
Management Framework is Ongoing.

This is true The title has
been revised to
Treasury
Management
Framework is

Ongoing

Par. 4.5 to
4.7

ln regard to technical capacity, The National
Treasury continues to build technical
capacity on the Cash Management Unit and
did receive a Cash Management Technical
Advisor from Central Bank of Kenya last
year. The unit has also received additional
technical officers to assist in cash plan

analysis that includes cashflow projections
and trend analysis.

That's accurate.
Nevertheless, as at the
time of audit, interviews
with the cash
management officers
revealed that there was
still a requirement for
further capacity
building.

Remains
unchanged

Par 4.8 to
4.10

Par 4.8 is left hanging. However, in terms of
preparation of Aggregate Cash Planning,
The National Treasury had its first Aggregate
Cash Planning in FY 202112022. The
Aggregate Cash Plan is largely to inform
expected monlhly exchequer cash inflows
and outflows as well as study trend analysis
in revenue collection. Kindly note that short-
term bonowing is determined at the
beginning of the year and revised
accordingly in subsequent supplementary
budgets, it's not tied up to seasonal cash
shortages that may be experienced in the
course of the financial year. We wish to
mention that the overall budget in year
performance is partly used to inform

The paragraph is clear.
and the aspect of
revisions of the figures
in supplementary
budget has been
captured.
As earlier indicated the
audit was problem
based. Therefore, a
wholistic picture is

reported; the reasons
provided have been
captured adequately.
The team is of the
opinion that Audit of
Budget to be carried out

The Paragraph
provides finding
if preparation of
the Aggregate
Cash Plan is in
line with
Macroeconomic
Framework,
Annual Budget,
Revenue and

Expenditure and
Debt Outcomes.
The revisions
aspect is now
captured.
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in order to get to the
root of the under
absorplion including
reasons why MDAS are
not absorbing the
allocated budget.

preparation of supplementary budgets,
Development of the initial aggregate cash
plans is prepared based on original
estimates. However, it's worth noting that
then cash plans are revised accordingly after
the supplementary budgets.
ii) Liquidity Constraints lmpeding Effective
lmplementation of the cash Plans. Noted that
the budget balances occasioned by various
factors some of which are beyond the control
of cash management, The Budget under
absorption is 'partly attributed to failure by
MDAS to absorb the funds. The budget
balances are therefore advisable to report
the pending Exchequer requests instead of
budget balances since some ofthe MDAs did
not request for the funding after obtaining
budget allocation

The linding can
be done away
for now. But this
will be assessed
in detail during
Audits of
Budget.

Par 4.20 The Cash Management function is charged
with the implementation of the overall
govemmenl budget as appropriated by the
parliament. The overall exchequer tigures
are as per the fiscal framework categorized
as the recurrent, consolidated fund service,
development and county government

allocation. The 30Yo threshold on
development may not be applicable to
exchequer issues. ln addition, CFS and
County government allocations are neither
development nor recurrent but carries with
them components of both. The 30% is

applicable to individual MDAs and lndividual
Counties.

The Figures are based
on allocation of budgets
(Revised) and not
aclual releases.
However, the
comments to exclude
county allocation and
CFS is accepted.

The findings on
Automation of
Exchequer
Release and
Cash and Debt
lntegration
separately
aligned.

Pat 4.2O We concur with paragraph i) That the
Exchequer release automation is not fully
rolled our but its final stage of piloting.
Paragraph ii) there is a mis alignment of the
systems integrations since the automation of
Exchequer process is independent of the
systems used by debt department. Debt
recording and settlement is not within the
workflow of exchequer process. Public debt
is a vote and its therefore funded from

The audit concurs.
The findings on
Automation of
Exchequer Release
and Cash and Debt
lntegration now
separated. However,
it ls worth noting that
the Cash Management
Principles in Regulation

a
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exchequer just like any other voted entity.
The National Treasury Cash Management
and Exchequer operations unit is willing to
take you through the Exchequer Automation
work flow in order to appreciate its use and
functions.

83 ofthe PFM (National
Government)
Regulations, 2015 and
the Cash Management
Framework 2020, the
National Treasury is
mandated to ensure
efficient execution of
the budget through
effective aggregate
control over
government cash
resources by ensuring
timely: information
sharing between The
National Treasury;
revenue collecting
agencies and spending
MDAS, and integration
of debt and cash
management among
others

4.2'14.32 c. To Assess whether sourcing and usage
of Bank Overdraft Facility Undertaken is
as by Legislation and Adheres to the
Principles of Economy

(i) Failure by the National Treasury to
Fully Repay the Overdraft Loan Facility at
the End of Each Financial Year

It is true that Section 83(3) of PFM (Nationat
Government) Regulations 2015 states that
the National Government overdraft at the
Central Bank of Kenya shall be retired by the
end of the financial year. lt is also true that
the facility is limited to five per cent of the
gross ordinary revenue of the government's
previous years audited accounts.

However, it is worth noting that the overdraft
facility is a temporary facility to cater for
shortfalls when a given domestic borrowins

Patagtaph 4.21i
Section 83 (3) of PFM
(National Government)
Regulations, 2015
states that the National
Government overdraft
at the Central Bank of
Kenya shall be retired
by the end of the
financial year. The
overdraft facility is a
temporary source of
cash to cater for
priority payments and
emergencies used by
Treasury when
revenue streams such
as tax receipts and
debt do not flow into
government accounts
at a pace that matches

Retained the
finding bul
amended
Pa?graph 4.21
to read as above
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expenditure cash
demands. The facility
is limited to five per

cent of the gross

recurrent revenue of
the government's
previous years' audited
accounts.

auction fails to generate enough proceeds lo
offset T/Bill or T/Bonds interest or
redemptions of a given week. The overdrafr
is not utilized for payments of salaries and

other priority recurrent expenditures as
indicated in the report. This statement should
therefore be dropped from the report since it

is nol factual. The overdraft is purely used for
management of market shocks in
government securities.

Retained the
flnding but
amended
Paragraph to
read as above

Paragraph 1.23i
During the audit, it was
observed that Treasury
Bills and the bank
overdrafr are short-term
borrowings to cover
temporary cash
shortfalls and are
repayable within twelve
months. The surplus
Treasury Bills are used
to settle the bank
overdraft and increase
its limit while shortfalls
increase the overdraft
facility. The overdraft
facility for the period

under review was
observed to have not
been settled at year
end due to insufticient
funds. As a result, the
long oulstanding
overdraft balances lead
to increased interest as
cost of borrowing.

Retained the
audit conclusion
but amended
Paragraph to
read as above

and5.4
5.6

The conclusion on Paragraph 5.4 on page
45 is not entirely factual since the National
Treasury does make use of the overdrafl
within the allowable 5% of the last audited
ordinary revenue. Again, outstanding bank
overdrafr is not secured by treasury bills as

Paragraph 5.4: The
National Treasury has
not been able to utilize
overdrafr facility
accordingly. Short-term
borrowing instruments

a
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6.5

indicated. ln addition, it's important to clarify
that the overdraft is composed of specific
items of T/Bill shortfalls and it's not a static
figure.

The figure fluctuates every week whereby
the old items in the overdraft are paid up and
fresh items onboarded. lt is lherefore not
factual to conclude that overdraft is
converted into long-term debt. This should
therefore be dropped from the report since it
is not factual. (See attached overdraft
movement schedule -Appendix lll).

We, however, concur with the audit finding
that the National Treasury was not able lo
retire the overdraft at the close of the
Financial Years due to insufficient revenue to
meet lhe obligation. The National Treasury
had made attempts to retire the overdraft in
July 2023 by paying 31 billion in the FY
202312024 but due to the market shocks
beyond their control, the space created in the
overdrafr was immediately utilized by the
fresh shortfalls. (See attached overdraft
movement schedule -Appendix lll).

i.e. Treasury Bills and
Bank Overdrafts are
employed for the
purpose of cash
management. While all
Short-term securities
should be settled within
a year, this does not
apply to Bank
Overdrafts as these
balances are rolled
over to subsequent
financial years. The
long outstanding
overdraft balances
attract high interest
hence have negative
impact on the overall
cash flow position due
to increased cost of
debt.

Paragraph 6.5: To
ensure prudent
management of
overdraft facility, The
National Treasury
should strengthen
revenue performance,
cap expenditure and
develop market for
government securities,
to ensure cash inflows
are adequate and
timely in meeting
government short term
obligations (including
redemption and interest
payment for the

Retained the
audit
recommendation
but amended
Paragraph 6.5 to
read as above

NOTED:
attached
Overd raft
Movement
Schedule:

The
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maturing government
securities). This will
minimize use of the
overdraft facility and
accumulation of unpaid
balances.

AppendixJll
demonstrates
the overdraft
movemenl for
period outside
the audit scope
hence schedule
cannot be relied
on. ln any case,
the National
Treasury closed
the day 31d July
2023 with an
overdraft
balance of over
Kshs.60B even
after receipts of
exchequer of
rchs.31B-

a

73



"a.r ta

o

a

a

a

a

a

a

a

a

a

74

o



617

CONTACTS
3rd Floor, AnniversaryTowert UniversityWay, Nairobi

Phor.i +254 020 3214000 o Ern il: info@oagkenya.go.ke a U.b3it.: httpsr/www.oagkenya.go.ke/

f Ofi(a of th. Auditor.Gcnrol (!nya ln orgkrnyr X (DOAG-K.ny.

a


