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RE: THE PUBLIC FINANCE MANAG
MANAG REGULATIONS, 2021

The National Treasury has finalized preparing the Public Finance

Investment Management) Regulations, 2021 which are intended to

Y

are properly appraised before being included in the budget at both levels of Governments.

Theie Regulations prescribe a standardized approach in project cycle management that

includes: project identification and conceptual planning; pre-feasibility and feasibility

studies; r"l..iion and budgeting; implementation, monitoring, evaluation and reporting;

closure. sustainability and impact assessment. These proposed Regulations will also

enhance efficiency and effectiveness in public investment management process in both

the National and County Govemments and their Agencies in order to meet the country's

development agenda.

The PIM Regulations were approved by the Intergovernmental Budget and Economic

Council (IBEC) during the 14th ordinary session held on lOth February,2021 and further
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Towards this end, the National Treasury hereby transmits a copy of the proposed public
Finance Management (Public Investment Management) Regulations, 2O2l tothe National
Assembly and the Senate in order to facilitate the pre-publication scrutiny.

The National Treasury and Planning is therefore proposing to have a joint meeting with
the relevant Committees of both National Assembly and the Senate on a date and venue
to be determined by Parliament. The Hon. Members of the various Comrnittees will be
taken through the proposed Public Finance Management (Public Investment
Management) Regulations, 2021.

The purpose of this letter therefore, is to request you to facilitate a joint consultative
meeting of the National Assembly and the Senate in order to receive approval from
Parliament as provided for under Section 205 of the Public Finance Management Act,
2012.

Your prompt attention and action on this matter will be highly appreciated.

Yours &sr tg

JULIUS MUIA, PhD CBS
PRINCIPAL SECRETARY/NATIONAL TREASURY

ENCL.

Copy to: Mr. Justin Muturi, EGH
Speaker of the National Assembly
Parliament Building
NAIROBI

Mr. Kennedy Lusaka, EGH
Speaker ofthe Senate
Parliament Building
NAIROBI
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EXPTANATORY MEMORANDUM ON THE PUBLIC FINANCE (PUBUC
TNVESTMENT MANAGEMENT) MANAGEMENT REGUTATIONS , 2021.

l. The Purpose of Public lnvestment Monogement Regulotions,
2019

I . The purpose of these regulotions is to provide o fromework for

efficient ond effective public investment monogement thot

includes project identificotion ond plonning; pre-feosibility ond

feosibility; selection ond budgeting; implementotion,

monitoring, evoluotion ond reporting; closure, sustoinobility ond

impoct ossessment to ensure volue for money ond optimol use

of public resources.

2. ln porticulor, the regulotions ore intended to ochieve the

following objectives:

o. Provide o stondord opprooch in project cycle

monogement to focilitote the Notionol ond County

Governments ond their entities in the project identificotion

ond plonning; pre-feosibility ond feosibility; selection ond

budgeting; implementotion, monitoring, evoluotion ond

reporting; closure, sustoinobility ond impoct ossessment of

vioble projects thot meet development needs;

b. Estoblish ond mointoin o Public lnvestment Monogement

lnformotion System to inform decision moking on Public

lnvestments;
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c. Clorify roles ond responsibilities of vorious institutions in the

Public lnvestment Monogement processes; ond

d. Enhonce tronsporency, occountobility, prudent use of

public resources, ond public porticipotion.

3. The scope of these regulotions sholl opply to:

o. Notionol ond County Governments ond their entities,

including constitutionol commissions, independent offices,

ond stote orgons when plonning ond implementing Public

lnvestments.

b. Public lnvestment projects whether wholly or portiolly

funded through public finonces, irrespective of the source.

c. Projects considered for implementotion through Public

Privote Portnership orrongements, in so for os the

regulotions ore not in controdiction with the provisions of

the Public Privote Portnership Act,20l3.

d. Security projects or o closs of security projects under

clossified procurement os provided for under section 90 of

the Public Procurement ond Asset Disposol Act, 20.l5

except where expressly included, or if the Cobinet

Secretory so directs.

ll. The Legislotive Contexl:

4. Constitution under Article 225 on finonciol control provides for

the estoblishment ond functions of the Notionol Treosury to
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ensure both expenditure control ond tronsporency in oll

governments ond estoblish mechonism to ensure their

implementotion.

5. These provisions of the Constitution ore further expounded in

section 12 (1)(e) of the Public Finonce Monogement Act, 2012.

The Act gives powers to the Cobinet Secretory responsible for

motters reloting to finonce to design ond prescribe on efficient

finonciol monogement system for the notionol ond county

governments to ensure tronsporent finonciol monogement ond

stondord finonciol reporting os contemploted by Article 226 of

the constitution, provided thot the Notionol Treosury sholl

prescribe regulotions thot ensure operotions of o system respect

ond promote the distinctiveness of the notionol ond county

levels of government.

6. lt is in this context thot the "Public Finonce Monogement (Public

lnyesfmenf Management) Regulofions, 2021" ore mode to
estoblish the Regulotions under PFM Act 2012 thot provide

mechonism ond monogement structure of the Regulotions

which is cleorly linked to notionol economic development

ogendo.

7. The regulotory ond institutionol fromework thot will be involved

in the Public lnvestment Monogement Regulotory process ore

the following:

a
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A. Porlioment/County Assembly

o. Provide oversight over the budgeting process ond
oppropriote budget estimotes of revenue ond
expenditure os provided for by the Public Finonce
Monogement Act, 2012:

b. Ensure oppropriotion for public investments ore only for
Pipeline Projects.

B. The Cobinet/Counly Executive Committee sholl:

o. Provide strotegic leodership ond interventlons in public
investment processes;

b. lssue policies required for proper, efficient ond effective
public investment processes; ond

c. Provide necessory opprovols, where required.

C. The Nolionol Treosury

The Notionol Treosury sholl hove the following moin
responsibilities, omong others, for both Notionol ond County
Governments ond their entities:

o. Reviewing the Public lnvesiment Monogement regulotions
with the opprovol of the Cobinet ond communicote ony
chonges to Accounting Officers in Notionol ond County
Governments ond their entities;

b. Reviewing the Public lnvestment Monogement schedules of
these regulotions onnexed hereto ond communicote ony
chonges to Accounting Officers in Notionol ond County
Governments ond their entities;

c. Overseeing implementotion ond ensure complionce with
these Public lnvestment Monogement Regulotions;
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d. Formuloting, developing ond overseeing of public investment
monogement policies;

e. Designing, deveroping ond mointoining on efficient, effective
ond relioble public lnvestment Monogement lnformotion
System to be used by Notionol ond county Governments
ond their entities;

f. Building ond strengthening the copocity of Notionor ond
county Governments ond their entities on the use of public
lnvestment Monogement processes ond systems;

g. Estoblishing o public lnvestment Monogement Deportment,
which sholl be the focol point for public investment
monogement.

D. The Counly Treosury sholl:

The county Treosury sholl hove the following responsibilities:

o) Estoblish o Public lnvestment Monogement Unit of the
county Treosury, which sholl be the focol point for public
investment monogement for the county Government;

b) Review Project concept Notes for medium, lorge ond
mego projects, ond recommending whether or not pre-
feosibility ond feosibility studies should be undertoken;

c) Reviewing feosibility studies ond recommending the
projects for inclusion in the project pipeline;

d) Shore project onolyticol reports with the Notionol Treosury
during the lntergovernmentor Budget ond Economic
Council for coordinotion;

e) Build ond strengthen the copocity of county Government
ond its entities on the use of public lnvestment
Monogement processes ond systems.

5



E. The Deporlment responsible for Plonning sholl:

o) Convene public porticipotion ond stokeholder
consultotion forums in order to identify strotegic notionol
ond sectorol priorities to be included in notionol
development plons;

b) Coordinote development of notionol ond sectorol
development plons;

c) issue guidelines to guide the development of Notionol
Development Plon, County lntegroted Development Plons,

Sectorol ond Strotegic Plons;

d) Corry out independent mid-term ond end term evoluotions
for medium, lorge ond mego projects on o somple bosis in

line with schedule 6 of these regulotions;

e) Undertoke independent ex-post evoluotion of projects on
somple bosis in occordonce to schedule 6 of these
regulotions;

F. The Cobinet Secrelories or County Executive Committee
Members sholl:

o) Provide strotegic leodership ond interventions during
implementotion of public investments;

b) Provide policies required for proper, efficient ond effective
implementotion of public investments;

c) Provide necessory opprovols, where required.

G. An Accounting Otficer shqll:

An Accounting Officer sholl hove the following responsibilities
omong others;
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o) Approve ond fqcilitote resources necessory for effective
implementotion of projects.

b) Be occountoble for successful implementotion of projects
bosed on key performonce indicotors.

c) Build ond strengthen the copocity of their respective
entities on the use of Public lnvestment Monogement
processes, tools ond techniques.

d) ln order to promote informotion shoring ond coordinotion
in public investment projects in occordonce with the lnter-
governmentol Relotions Act 2012:

i). Porticipote in Sector Working Groups in both
Notionol ond County levels;

ii). Submit o stotus report to the lntergovernmentol
Budget ond Economic Council for coordinotion on
oll ongoing ond pipelined projects;

iii). Constitute joint committees in occordonce with
Section 23 of the lntergovernmentol Relotions Act,
2012.

e) Estoblish o Project Committee comprising oppropriote
Officers os detoiled in these Regulotions.

f) Receive recommendotions from the Project Committee
ond moke oppropriote decision.

The Project Committees sholl:

i. Review project concept notes ond moke
recommendotions to the Accounting Officer for
decision moking within twenty-one doys;

ii. Review project pre-feosibility ond feosibility
studies ond moke recommendotions to
Accounting Officer for decision moking;

H
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iii. ldentify the potentiol project risks ond mitigoting
meosures not covered in the Project Concept
Note, pre-feosibility or feosibility studies;

iv. Prioritize projects bosed on the Notionol
Government Ministries Deportments ond Agencies
or County Government Ministries Deportments ond
Agencies Strotegic Plon, Medium Term Plon, ond
notionol ond county development plons;

v. Recommend ihe mode of project finoncing;
vi. Provide guidonce on ony chonges in the project

design;

lll. Policy Bockground

8. The policy foundotion for estoblishing Public lnvestment

Monogement regulotions, is the notion's economic

development ond employment creotion well recognized in

Kenyo's economic blueprint, the Vision 2030, the economic

tronsformotive ogendo of the Jubilee Government espoused in

3'o Medium Term Plon of Vision 2030 ond the 'Big Four' ogendo

which feeds into the four brood oreos nomely:

i. increosing monufocturing shore of Gross Domestic Product

from 9.2 percent to l5 percent through promoting

businesses ond enterprises;

ii. ensuring food security in the country;

iii. building one (1 ) million housing units; ond

iv. ensuring 100% heolth coveroge over the next five yeors.
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9. Public lnvestment Monogement regulotions will enhonce

efficiency ond effectiveness in the plonning ond

implementotion of public investment projects being initioted

under the 'Big Four' ogendo ond their enoblers.

lV. J uslificotion

.l0. 
Over the recent post, the Government hos been increosing

public investments of both levels of Governments. Specificolly,

in the lost five Finonciol Yeors period, the Government

cumulotively ollocoted over Kshs. 4.2 Trillion development

budget to finonce public investments projects ocross the

country.

Develo ent ollocollons lor lhe Posl Flve Flnonclol Yeors

I l. While these initiotives hove recorded significont socio-

economic impoct, they hove olso foced chollenges including:

(i) foilure to ensure oggregote public investment spending

plonned is within reolistic resource ceilings ond individuol

public projects ore completed within plonned budget

ond schedule;

9

l. NolionolGovernment
FinonciolYeors 201s/16 2016/17 2017 /18 2018/19 2019/20 Totol

Budqel Kshs (Billion) 718.47 817.29 556.35 625.72 652.35 3,370.r 8

2. County Governmenl

Budqet Kshs {Billion} 158.62 r58.36 t39.lB 185.76 187.98 829.9

Grond Tolols 877,O9 975.65 695.53 8l r.51 840.33 4.200.08



(ii) public projects being obondoned for vorious reosons

hence deloying the intended benefits to the citizens ond

residents of this greot notion of both levels of

Governments;

(iii) foilure for public copitol investment

procured economicolly, implemented

eff ectively;

projects being

efficiently ond

(iv) foilure to provide finonciol resources to operote the

public investments os plonned to ensure the delivery of

the intended services to the public;

(v) foilure to corry-out rigorous project opproisols or evoluote

public investments to verify thot they represent efficient

ond effective solutions to identifled problems;

(vi) governonce chollenges in the monogement of public

investments leoding to sub-optimol use of the public

TESOUTCES;

(vii) lock of o monogement informotion system for recording

ond trocking progress for these public investment

projects; ond

(viii)lock of o comprehensive opprooch to public investment

monogement processes including project identificotion,

plonning, opproisol, selection, budgeting,

l0



implementotion, monitoring ond evoluotion, reporting,

project closure, sustoinobility ond ex-post evoluotion.

12. The Memorondum therefore proposes o fromework to guide

Public lnvestment Monogement processes in form of the Public

lnvestment Monogement Regulotions in order to provide o
comprehensive opprooch to project identificotion, plonning,

opproisol, selection, budgeting, implementotion, monitoring

ond evoluotion, reporting, project closure, sustoinobility ond ex-

post evoluotion.

13. The principol objective of the Public lnvestment

Monogement Regulotions is to provide o fromework for

screening public f unded projects before being funded to
ensure quolity, effectiveness ond efficiency of projects

implemented using. public resources. This will enhonce public

investments through effective ond efficient implementotion of

quolity projects, with the highest rotes of returns on investments.

14. The implementotion of the Public lnvestment Monogement

Regulotions will ochieve the following outcomes:

i. provide stondords, methodologies ond tools to be

followed in project opproisol, monitoring, evoluotion

ond closure;

ii. enhonce tronsporency, occountobility, prudent use of

public resources ond public porticipotion in the



determinqtion ond monltoring of development budget

exec ution;

iii. estoblish ond mointoin o Public lnvestment

Monogement lnformotion System which will be o
repository of oll project informotion during plonning,

budgeting, execution, monitoring ond evoluotion,

reporting ond project closure ond sustoinobility; ond

iv. Clorify roles ond responsibilities of vorious institutions in

the public investment monogement processes for both

levels of Governments.

.l5. 
lt is under this conviction thot the proposed Public lnvestment

Monogement Regulotions will leod to effectiveness ond

efficiency in implementotion of quolity public investment

projects.

V. Public Consultotions ond Porlicipotion.l6. 
ln occordonce with the Constitution of Kenyo ond PFM lows,

extensive consultotions were done while preporing Public

lnvestment Monogement Regulotions with key stokeholders ond

their input token into occount before finolizotion of these

Regulotions. Some of the key stokeholders consulted ore,

occounting officers of the Ministries, Deportments ond

Agencies, the Counties, the Councll of Governors, the IBEC, the

Cobinet ond the public in generol. Their inputs ond comments

t2
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were received, recorded, onolyzed ond incorporoted in

finolizing the Public lnvestment Monogement Regulotions, 2021 .

17 . On public porticipotion, it is importont to oppreciote different

stokeholders hod different views especiolly on the mode of

implementotion of the Public lnvestment Monogement

Regulotions.

Vl. Guidonce,l8. 
The Notionol Treosury ond Plonning will sensitize stokeholders

including Porlioment, occounting officers of Notionol ond

County Governments ond the generol public, on Public

lnvestment Monogement Regulotions ond processes, the

monitoring ond evoluotion mechonism ond the need to ensure

regulor reporting to the Porlioment.

Vll. Performonce Moniloring ond Evoluotion of the Public
lnvestment Monogement.l9. The Notionol Treosury ond Plonning sholl monitor the

implementotion of the Public lnvestment Monogement

regulotions ond propose necessory reviews where necessory. ln

oddition, respective occounting officers will corry out regulor

monitoring ond evoluotion of implementotion of Public

lnvestment Monogement Regulotions.

l3
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Vlll. Policy Recommendotions
20. The Government policy intention os opproved by Cobinet is

to complete oll on-going projects ond ony new project will

require written opprovol of the Cobinet Secretory / Notionol

Treosury & Plonning or the Principol Secretory / Notionol Treosury

before the new project con be included in the budget of the

Notionol Government to be submitted to the Notionol Assembly.

Ix. Budgelory I mplicotions
2l . The promulgotion of the Public lnvestment Monogement

Regulotions will occosion minimol expenditure to
operotionolize the PIM Regulotions ond which con be

occommodoted within the sector ceilings of the Notionol

Treosury ond Plonning.

X. Notionol Treosury Conloct Person.
22. The contoct person of the Notionol Treosury is the Cobinet

Secretory, Hon. (Amb) Ukur Yotoni, EGH or the principol

Secretory, Dr. Julius Muio, CBS

) Ukur Yotoni, EGH
THE NA PIANN

Hon.

Dote
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