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REPUBLIC OF KENYA

THE NATIONAL TREASURY AND PLANNING

STATEMENT ON THE FINANCIAL YEAR 2018119 SUPPLEMENTARY

ESTIMATES NO. I

1. Article 114(3) of the Constitution of Kenya contains provisions dealing with taxes;

the imposition of charges on a public Fund or the variation or repeal of any of those

charges; and the appropriation, receipts, custody, investment or issue of public money.

2. Article 115 provides within fourteen days after receipt of a Bill the President shall

assent to the Bill or refer the Bilt back to Parliament, noting any reservations that the

President has concerning the Bill. fhe President referred back the Finance Bill for the

FY 2018/19 to Parliament for consideration.

3. ln accordance to Section 40 (5) of the Public Finance lVlanagement Act, 2012 any

of the recommendation made by the relevant Committee of National Assembly or

adopted by the National Assembly on Revenue matters shall ensure that the total

amount of Revenue raised is consistent with the approved fiscal framework; takes into

account the principles of equity, cerlainty and ease of collection; consider tne impact of

the proposed changes on the composition of tax revenue with reference to the direct and
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indirect taxes; and consider the impact on development, investment, employment and

economic growth.

4. Pursuant to the provisions of the Constitution and the PFIVIA, 2012, the Cabinet

Secretary has received the amendments of the Finance Bill from Parliament amending

some tax measures which financial implication on the budget estimates, As a result we

have prepared Supplementary Estimates No, I of the FY 2018/19 rationalizing the

expenditures to the extent of the revenue shortfall due to the amendments in the Finance

Bill 2018 approved bY Parliament.

5 This has resulted to adjustment of the original budget approved by the National

Assernbly. The total cunlrlative changes under Supplementary Estimates No. I amount

to a reduction of Ksh 55.1 billion or 1.8 per cent of the original budget as shown.

Table 1:Summary of Gros Changes to the FY 2018i 19 Budget Estimates

FY 2018/19 Expenditure

Tota I Ex pe nditure

0f which 1.1 National Government

1 1 1 Consolidated Fund Servtces

Printed

Estimates (A)

Revised

Estimates(B)

Gros

Change C=B .

A

Pe rce ntage

Cha nge

(D)=ctR

3,026,769,8 2,971,577,2 (55,092.6) -1.81c

2,712,769.8 2,666,718.6 (46,051.2) 1,701,

00%962,562 1 962,562 1

(11,724.2)1.1.2 Recurrent Expenditure_ MDAs 1,072,982 0 1,06'1,257 8 1 1o/o

E lAl-J. I /01. 1.3 Derelopment Expenditure_MDAs 677,225.6 642,898.6 (34,327.0)

1.2 County Government 314,000.0 304,958.6 (9,041.4) .2.9t0

Adheren r:a ofFisca I Principles and Financial Objectives

6, We have adhered to the fiscal responsibility principles. The Government

recognizes that the fiscal stance it takes today will have implications into the future.

Therefore, and in line with the Constitution and the Public Finance lVanagement (PFIVI)
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Act of 2012, the principle of sharing the burdens and benefits of the use of resources

and public borrowing between the present and future generations implies that we have to

make prudent policy decisions today so that we do not impose an unwarranted debt

burden on future generations.

7. Over the medium term, a minimum of 30 percent of the National Budget

shall be allocated to development expenditure, ln line with this requirement, the

National Government's development budget allocation in the FY 2018/19 Supplementary

Estimates No.1 is 38 percent of the total ministerial budgets while recurrent budget

allocation is 62 percent.

B. The National Government's expenditure on the compensation of employees

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

percentage of the National Government equitable share of revenue raised

nationally. On wages and benefits, the share remains high. Going forward the

Government will come up with measures of realizing the 35 percent threshold provided

for in Section 26O (a) of the PFIV Regulations,2015.

9. Over the medium term, the National Government's borrowings sha// be

used only for the purpose of financing development expenditure and not for

recurrent expenditure. All Government's borrowing is being channeled towards funding

of development expenditures.

10, Fiscalrisks shall be managed prudently'.fo manage fiscal risks prudently as

required, the Government has improved its macroeconomic forecasts and regularly

reviews the impact of macroeconomic projections and their implications on the budget, A

cletailed Annex on the specific fiscal risks was prepared as part of the Budget Policy

Statement, The Government also takes into account the fiscal risks arising from
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contingent liabilities, impact of the Public Private Partnership and Financial Sector

Stability,

11. A reasonable degree of predictability with respecf to the level of tax ratel

and tax bases shall be maintained, taking into account any tax reforms that may

be made in the future.

12, On the principle of maintaining a reasonable degree of predictability with respecl

to the level of tax rates and tax bases, the Government has simplified and modernized

the VAT legislation, Excise Act and consolidated all the appeals in the tax legislation,

into one legislation, Further, an overhaul of the lncome Tax Act has been completed and

will be sent to Parliament for approval in FY 2018/19.The Government has continued td

ensure this fiscal responsibility principle is adhered to at all time,

13, We have nrade adjustments, to the programmes and votes as a result of the

amendments to the Finarrce Bill 2018, Some of the adjustments exceed ten percent, we

are in this regard, requesting for special approval of the expenditure adjustments. (See

the attached annex).

IIENRY K. ROT

CABINET SECR EASU RY

17TH SEPTEMBER,
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I. INTRODUCTION

1. Implementation of the Financial Year 2017l18 budget has been faced with a

number of challenges arising from the effects of a severe drought; insecurity, the

prolonged electioneering period including a repeat of the Presidential Elections;

implernentation of Collective Bargaining Agreements (CBAs); as well as shortfalls

in revenue projections.

Z. Article ZZ3 (l) (a) & (b) of the Constitution of Kenya provides room for the

National Government to spend monies that have not been appropriated by

parliament if the amount appropriated under the Appropriation Act is insufficient

or a need has arisen for expenditure for a purpose for which no amount has been

appropriated; or if the money has been withdrawn from the Contingencies Fund'

3. pursuant to the provisions of the Constitution and the Public Finance

Management Act, 2012 (PFMA, 2012), the National Treasury has prepared a

supplementary budget. The Financial Year 2017ll8 Supplementary Estimates No.2

seeks to address shorlfalls in salaries, security related expenditures, provision of

ma\ze and fertitizer subsidy, inigation, support to manufacturing, provision of

critical infrastructure, and scaling down of expenditures to achieve the targeted

overall fiscal deficit level of 7.2 percent of GDP'

Key Assumptions and fiscal impact of additional expenditures in IrY

20 1 7/1 8 S upplementary Estimates No. 2

a

4. The following are the assumptions underpinning the FY 2017ll8

Supplementary Estimates No.2 and the frscal irnpacts of additional expenditures;

(i) -fhe Sr-rpplernentary Estirnates have been prepared to take care of

underperfonrance in revenue projeotions, drought rnitigation,
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(ii)

(iii)

(iu)

(v)

(ri)

(vii)

prolonged electioneering and implementation of Collective

Bargaining Agreements (cBAs) among other challenges;

Total revenues are projected at 19' I per cent of GDP;

Overall expenditure and net lending is projected at 26.9 per cent of

GDP;

Grants are pro.iected at 0'5 per cent of GDP;

The overall fiscal deficit level has been maintaine d at 7.2 per cent of

GDP;

Net external financing is projected at 4.2 per cent of GDP; and

Net domestic financing is projected at 3 per cent of GDP.

5. The total overall gross change for the National Government (Ministerial

Budget) under the Financial Year 2ol7l18 Supplementary Estimates No' 2 amount

to a reduction of KSh.17.6 billion or 1.1 per cent fi'orn the Approved Budget

(Supplementary E,stirnates No' 1) as shown in 'I'able 1;

Table 1: Suntttt of Gross (ha in rY 2017/18 Ksh.Millions

iXPENOITURtS

Total itures

0lnhirh; 1.0 Ministerial National Govetnlnertt

-.: ;.:CLrli': 3-rl;:: \l: 1 S:':f ;:

:. I l,:! | I c:r ^ re - : 4.. i !: ?:. 1,rl r' :i: :r i.i 
I

2.0 (onsolidated fund Servites ((F5)

Governntent

6. The overall char-rge in the National Government Ministerial Budget

(exclr,rcling consoliclatecl Fur-rcl Services ar-rd county allocations) from the original

approved budget is an incrcase of Ksh.20.9 billion which rellects a 1 .3 per cent

% CHANGEGROSS CHANGTrY 2017/18

Iront

5upplententary

tstintates No,1

(c-h/b)

Iront

0riginal

Estinrates

(c'ila)

Iront

0riginal

Estimates

(c'a)

Iront

Supplenrentary

Estinrates No.1

(c-lt)

Supplententary

Estintates No.2

(c)

Supplententary

[stintates No. 1

(b)

0riginal

Estintates

(a)

(4,64)

z

E7D

l-1.-i;

l.si 1,95

io.6

1i,C5 i

( 14,000)

0,9e9"l

(I.62rl
l2 r1 i

, tn ell,

zl,o I I

34,624

(14,000)

20,!91

c,:'71.'

itrl ;- i i'

ll,ori

2,669,211

288,000

1,654, li6

.ir!7irr:.

1t5,851

r02,000

1,9 15,385

1,6 I 1,185

.,,,.^.

699,22i

li,6I,??
1,671,998

t02,000

6r7 99S

699,225
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change. This is within the provisions of Afticle 223 of the Constitution. The details

of the votes and Prograrlmes are as indicated in Annex I of this statement.

II. ADHERENCE OF FISCAL PRINCIPLES AND FINANCIAL
OBJECTIVES

Adlterence of Fiscal Principlesa

7. The FY 2017/18 Supplementary Estimates No.2 has adhered to the

principles of fiscal responsibility. These include;

over tlte medium term, a minimum of 30 percent of the National Budget

sltall be allocated to Development Expenditure.

B. In line with this requirement, the National Government's Ministerial

Developrnent Budget in the FY 20 ),1118 Supplernentary Estirnates No.2 is 34.9 per

cent of the total Ministerial Budget while Recuuent Budget allocation is 65.1 per

cent

Tlte National Government's expenditure on the compensation of
employees (including benefits and allowances) for public officers shall not

exceed 35 percentage of the National Government ecluitable share of
reven ue raised nati o nally.

9. The Ministerial Expenditure for cornpensation of ernployees in the Fy
2017/18 Supplementary Estirnates No. 2 is 33.9 per cent of the National

Governments equitable share of revenues which is within the 35 percent tl-rreshold

required in the PFM regulations. The Government is also implementing policies

and measures to ensure that the public wage bill is sustainable.

t.
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Over the medium term, the National Government's borrowings sltall be

used onty for the purpose of financing developntent expenditure and not

for recurrent expendtture.

10. All Government's borrowing is being channeled towards funding of

Development Expenditures. In addition, expenditure measures have been

uncieftaken to bring down the overall fiscal deficit to 7 .2 per cent of GDP.

iv. Fiscal risks shall be managed prudently

1 1. To manage fiscal risks prudently as required, the Government has improved

its macroeconomic forecasts and regularly reviews the impact of macroeconomic

projections and their implications on the budget. A detailed Annex on the specific

fiscal risks is usually prepared as part of the Budget Policy statement. The

Government also takes into account the fiscal risks arising from contingent

liabilities, impact of the public Private Parlnership and Financial Sector Stability.

Further, we have maintained a Contingency Fund for unforeseen and unavoidable

expenditures.

v. A reasonahle clegree of predictahility with respect to the level of tax rates

ancl fax bases shall be maintainecl, taking into account uny tax reforms

that maY be macle in the future.

lZ. The Governrnent has sirnplified and modernized the VAT and Tax Appeals

Tribunal legislations. A new excise tax act is fully operational and the incorne tax

law is under review. These reforrns are intended to lock in predictability and

enhance compliance with the tax system.

sl



III. COMPLIANCB WITH I'AST POLICY RECOMMENDATIONS

13. During the approval of the FY 2017/18 Supplementary Estimates No. l, the

Ad-Hoc Committee on the FY 2017/18 Supplementary Estimates No.1 made

recorrmendations which we have addressed as follows;

a) Restricting the supplementary buctget to unforeseen and unavoidable

expenditures to avoid extensive budget adjustment in the course of the

yeor;

14. Article 223 of the Constitution of Kenya allows the Cabinet

SecretaryA'{ational Treasury to spend upto l0percent of the sum appropriated by

Parliament for the Financial Year if the amount appropriated under the

Appropriation Act is insufficient or a need has arisen for expenditure for a purpose

for which no amount has been appropriated. It also allows the Cabinet Secretary to

spend from the Contingency Fund. Section 20 -21 of the PFMA, 2012 specifies

that withdrawal from the fund should only cater for unforeseen and unavoidable

expenditures.

15. The additional expenditures in the FY 2017118 Supplernentary Estirnates

No.2 are directed towards security, food security, salary shortfalls as a result of
Collective Bargaining Agreements (CBAs), and repeat Presidential Elections

among others. These expenditures were unforeseen and unavoidable, and have

approved within the provisions of the Constitution of Kenya, 2Ol0 ancj the PFMA,

2012.
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b) An upelatecl Jiscat proiection be proviclecl inclicating expected revenue

perJbrmance under prevailing circuntstances with clectr strategies on ltow

the huclget will be financed;

16. Due to the challenges highlighted, we have revised the total revenue forecast

from 19.6 per cent of GDP in the original Approved Estimates to 19'1 per cent in

the FY 2ll7ll8 Supplementary Estimates No.2' In order to ensure that the

Govetnment Programmes are adequately financed, we have agreed on revenue

enhancing initiatives with KRA which include;

i). E,nhancing scanning to detect concealment; this will raise scanning rate

from 34 per cent to 70 per cent by June 2018;

ii). Roll out of Integrated customs Management system (lcMS) which will

address among other things under valuation through an Automated

Valuation SYstem;

iii). Regional Electronic Cargo Tracking System (RECTS) to enhance ability to

tackle transit diversion;

iv). Data driven compliance through iTax;

v). Real estate initiative to recruit additional landlords;

vi). Debt programme to increase debt collection;

vii). Enhance dispute resolution; and

viii). Support intelligence, investigations and enforcement among others'

17. To support these revenue enhancing initiatives, we have allocated Ksh'4'3

Irillion to KILA in the FY 20 17118 Supplernentary E,sti,-rates No' 2' The target is to

raise Ksh .73.7 billion Il'om January to June 2018 to recoup rcvenue shortl'alls

dr-rrir-rg the Ilrst hall'of the financial year arrd raisc aclditional potential revenLlcs'
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c) Tltat expenditure adjustntent sltould not be done using a blanket formula
across board but sltoulcl be based on clear onalysis, taking into account

policy direction of budget;

18. We have irnplemented expenditure rationalization both in the Recurrent and

Development Budget. Expenditure rationalization has been applied based on

absorption levels (actual expenditures and commitments) as well as specific areas

dictated by change in policy. It is irnporlant to note that these adjustments are

meant to realize the targeted fiscal deficit level of 1.2 per cent of GDp.

el) Expenditure adjustments should not be clone at itemized level but should

be guided by programmes;

19. The Budget is appropriated at programme level as required by the PFMA,

2012. Consequently, the adjustments in the FY 2017/I8 Supplernentary Estirnates

No.2 are also at programme level.

e) National Treasury to set aside funds for the recruitntent of additional

teaclters;

20. The National Treasury has allocated Ksh.500 million in rhe FY 20lll18
Supplementary E,stimates No. 2 for recruitment of additional teachers for the

remainder of the financial year to ensure the achievement of 100% transition

policy. Additional resources will be provided in FY 20l8l19 Budget for additional

recruitment of teachers.

8l



fl Expencliture acliustments should be clone in consultation witlt MDAs to

ensure provision for key proiects are not affected;

21. The National Treasury has consulted and involved MDAs during the

preparation o1' the FY 2017118 Supplementary Estimates No'2' Further

consultations also took place in cabinet. consequently, the cabinet has considered

and approved the FY 2}l7lt8 Supplementary Estimates No'2 including the

austerity measures and additional expenditures'

g) owin54 trt economic clownturn ancl low revenue performance, county

Governments to consicler appropriate austerity measures to realiZe more

res o urces for d evel oP ment ;

22. As a result of the low performance in revenues and as part' of austerity

measures, we are proposing to ratronalize the County Allocation by Ksh'14

billion. In this regard, the National Treasury has proposed amendments to the

Division of Revenue Act and the county Allocation of Revenue Act to reflect the

proposedrationalizationoftheCountyallocation'

IV. PEIT.FORMANCE OF FY 2017II8 BUDGET

23. The irnplementation of IrY 2017118 Budget started on a slow pace due to the

challenges mentioned earlier. IIowever, the performance of the budget has picked

up. As at 31't March,2018, the National Treasury had issued exchequer amounting

to Ksh.1,134.5 billion. This comprise of Ksh.656'2 billion for Ministerial

Itecurrent, and Ksh.194.1 billion lor Developrnent (inclucling donor revenue)' The

cxchecluer relcasecl for the clonsolidated Fund Services is Ksh'2f14'2 billion'

24. 'l-hc total actual gross cxpencliture inclucling collmitments is at Ksh'865'7

birion of. which Ksh.570.4 biuion lr.ecurre,t Iluclgct, while I(sh.295.4 billion is

el



for Development Expenditure for the Development Budget. A detailed report on

the perforlnance of each MDA is as indicated in Annex II of this staternent.

V. APPROVALS UNDER ARTICLE 223 OF THE CONSTITUTION

25. The National Treasury has approved expenditures amounting to Ksh.132.8

billion under Article 223 which comprise donor funded projects amounting to

Ksh.91.8 billion. The donor funded projects have however been rationalized,

including approvals under Article 223 to accommodate the targeted fiscal deficit

level of 1.2 per cent of GDP. The details of expenditure approved under Article
223 are as indicated in Annex III of this statement.

C AL URY
HENRY K.
CABINBT

April 9,2018

ATITARY/T
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TOTAT

2!2.5
.s

200.0

469.5

L45.3

281,5
41.8

300.0
300.0

390.0

100.0
290.0

900.0
300.0

600.0

1,533.9

102.9

700.0
300.0

431.0

1,500.0

212.5
32.5

of Office 200.0
Shortfall in O&M

427.7 41.8

State for lnterior
146.3

of Office 281.5
ODerations 41.8

of Chan*amwe Police Station

correctlonal Seruices
300.0

State tor 300.0
of Pflson Constables

for Devolution

Oevolution

390.0
state for Planninr & Statlstics 100.0

Grand Falls Dam Pending Blll 290.0
Lower Ewaso South Dam Pen Bills

900.0
of 300.0
funds

600.0
Rdlief Food SuoDlies

300.0
of Affairs 102.9

of Office Exoenses 700.0
o&M shortfall 300.0

State Visits abroad

for Baslc Education

Land Com Densation (Ruaraka HiPh School & orive{nn

State for Vocatlonal & Technlcal

.0

2,433,2

2,453.2

5,285.0

5,285.0

6,750.1

4,318.0.0
908.2

s00.0
700.0

106.1
__ 54.0

163.8

5,738.6

500.0
15.0

1,740.0

3,483.6

4,700.0

200.0

420.0
40.0

50.0

for U Educatlon

Enhancement of Salaries and Allowances

The National Treasu

enhanclns Programme for KRA

PFM Reform Droiect

Recapitalization of Consolidated Bank

Loan to uchu mi Suoermarkets Limited

Purchase of motor Vehicles

to international orEanizations

for Rural outreach of Fin ancial lnnovations & Tech

Eills

of CT Scanner EquiPment (Advance

Sector SuPPort Proiect

1091 State D€Partm€nt of lnfrastructu.e

of roads in Central Province
Parks

Road to HQ

Kericho Junction lnterchanee

Turn Off I

for the Roads Sub-Sector

ali ndi OesiBn

Lake tr"e te4 Elcl
Nakuru "Loruk-Marich Pass

Mombasa Nothern BYJass Oesitn--

M rua Desigl

Moyale

Kitale-Endebes-Suam Road

Eldoret Town EYPass Rqad

Nairobi Outerint Ro"d

Marsabit - Turbi Project

State DePartment of TransPort

O&M Contract for SGR Phase I

Standard 6auge Railway- Pendint bills

54.0

106.1

515.0
s00.0

t!0

908.2

500.0

163.8

740.0

3,483.5

700.0
200.0

420.0

40.0

50.0

50.0

100.0

60.0

60,0

50.0

50.0

100.0

60.0

60.0

50.0

50.0

20.0

250.0

1q0
20.0

, ?qq.g
250.0

20q.q

250.0

250.0

400.0

55,082.0

5,000.0

35,400.0

2,500.0
400.0

s5,082.0

s,000.0

35,400.0



!!o_!llElgjtryqirobi SGR Project 14,682.0 14.582.0

rtment for & UrbanState
2,400.0 2,400.0

Nairobi
2,400.0 2,400.0

for Publlc Works 229.5 229.s
Eitk

229.5 229.5

State Deoarlment for Envlronment 84.0 84.0
Hostlnt of3rd United Nations Environment Assembly 84.0 84.0

for Water Servlces
11,150.1 11,160.1

Nairobl
333.0 333.0
600-0 600.0

and
Water Cllmate Resiliance

Resiliance

300.0 300.0Ruiru ll Dam Water
3,902.8 3,902.8Mavoko

800.0 800.0
s0.0 50.0

& sanitation

ke& water &
Towns Sustainable Water

Karimenu ll Dam
1,000.0

300.0

3.500.0
and Sanitiation Phase llVictoria

300.0
135.0 136.0
98.3 98.3
18.0 18.0

Lake

Wash Access

M Waste water
and Climate Resiliance

96.0

26.0

96.0

18,894.9
for Ene

Evacuation Line

State

2.800.0
_ 18,E94.9

2,800.0
Thika Llne

2.650.72,650.7

805.0 805.0

Solar Access

E

off for Underserved

NOF
140.0
465.4

140.0

465.4Access to E

Eastern 2,829.O 2.829.0
1,195.3 1,195.3

285.8 285.8
7.553.7 7,553.7

170.0 170.0
273.2 273.2

350.0350.O

350.0 350.0

r,o27.3

Account for NOFBT

for Flsherles and Elue

50MW

State

ect

o&M

for
Fertlllzer

loitoktok

10.2

10.2

System Activation of the Emergency Response fund under retional Pastoral Livelihoods

-REA

of Com

37.0

70.3

53.0

53.0

for Llvestock
for Livestock

Livestock Value Chain

of Fall Worm
Value

Pastoral Livelihoods ance

Resilience Project

Plant in Garisa

Access

Power Plant in

of ICT

ol

for
of Office

of GAA AIA
Council of

37.0

920.0

70.3

439.3 439.3

439.3419.3

2,773.5

s3.0

2,720.5

100.5 100.s
300.0 300,0

1,410.01,410.0

370.5 370.5

539.5539.s

37.6 47.8

10.2

37.6

525.0 525.0

525.0525.0

15.0
15.0

15.0

37.6

State Degartment for Sports Development
lnternational Events

Department for Cu Iture and Arts
of Office Expenses

State lor
SASRA Office lelocari9LEI!!ro!l!E ! Refurbishment

State Department for pqblic Seruice and youth
Empowerment Programme: purchase of Comuter guses

Department for EAC lntegration
shortfall in O&M (Foreitn,Rent & Oomestic)
Exemption from Rec Austerity

The Judiciary

500.0

500.0
s90.0

500.0

77.6

24.0

47.6

L7.5
24.0

47.6

170.0

170.0
170.0

170.0

NY5

350.0 200.0 550.0



350.0
Petitlons

s00.0
servlce 500.0

350.0
200.0

500.0

30.0
Polltlcal 30.0

30.0
30.0

For Elections

100.0

35.5
of 35.5

100.0
100.0

35.5

in O&M

7.6
Pu servlcc 7.6

of Cuts-

of Publlcof the
for OOPP

7.6

7.6

6,0 6.0

6.0 5.0
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