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Prefacc

Mr. Spcaket', on bchalf of the Members of the i-iaison Committee and pursuant to section25(7)
of the Public F'inance Management Act, it is my pleasure to present to this I{ouse the Commit-
tee's repot't on the Budget Policy Statement (BPS), 2016 and Medium Term Debt Management
Strategy 201 6

Mandatc of the Committee

Mr. Spcaher, during the sitting of the I-Iouse held on Tuesday, l6tl'February,20l6, you directed
that in the interim period when the lludget and Appropriations committee is not constituted and
since the consideration of the BI'}S,2016is time bound, that all functions, for the time being per-
l'ormed by the Iludget and Appropriations Committee would be taken over by the Liaison Com-
rnittee of the I-Iouse.

Mr. Speaker,according to the Standing Order 207(3) the Liaison Committee assumes the fol-
lowing functions:

i. Investigate, inquire into and rcport on all matters related to coordination, control and
monitoring of the national budget,

ii. Discuss and review the estirnates and make recornmendations to the l{ouse;
iii. Exarnine the br,rclget policy statement presented to the House;
iv. Examine bills related to the national budget, including appropliations biils;
v. Evaluate tax estimates, econornic and budgetary policies and programmerswith clirect

budget outlays and.
vi. Ilxamine the Division of Revenue Bill

Mr. Speal<cr, the I-iaiscln Comrnittee as currently constituted comprises of the folloq,ing I-Io-
norable Members:

l-Ion. (Dr.) Joyce l-aboso, M.P
I-Ion. Moses Cheboi, M.P.
I{or-r Mustafa ldd, MP
Ifon. Adan Mohamed Nooru, MP
Hon. Aden l(eynan, MP
Horr. Alex Mwiru, MP
Hon. Amina Abdalla, MP
Hon. Asrnan Kamarna, MP
I-Ion. Ilenjamin Langat, M}

10.I-Ion. David Were, MP
I1.Ilor-r. Dr. Racl-iel Nyamai, MP
12. Ilon. Irlorence I(a.iu.iu, MP
13. Ilon. Jar-nleck Kamau, MP
14. I-Ion. Janet Nar-rgabo Wanyzrrna, i\4P
15. IIon. Johnson Sakaja, MP
16. Hor-r. Maina Kamancla, Ml)
17. Hon. Moses Lcssonet, N4l)

18. ilon. NclungLr Gether-r.ji, MP
19. I Ion. Ni<;olzts Gumbo, MI)
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- (Dcputy Speaker /Chairperson)
- (Vice Chairperson)



20.Ifon. Njoroge Baiya, MP
21. I-Ion. Roselinda Soipan, MP
22.Hon. Sabina Chege, MP
23.Ifon. Sarnuel Chepkong'a, MP
24.17on. William Chepturno, MP

Mr. Speaker,
flre Medium Term Budget Policy Statement (BPS), 2016, and the Medium Tern-r Debt

Management Strategy *"i. subn-ritted to Parliament by National Treasury on 15tl'February,

20l6.Subsequently the BPS was comrlitted to each Departmental Comrnittee for deliberation

upon accot'ding to their respective mandates and make recommendatior-rs to the Liaison

Committee.

Mr. Speaker,
Irr lirre with sections,25(8) of tl-re PFM Act and PFM regulation 27(4), once the House approves

the report on 2016 Budget Policy Statement, the ceilings approved shall serve as a basis of ex-

pelditure ceilings for the coming linar-rcial year and the medium term. More importantly, PFM

regulatiols 27(5), spells out that once the House adopts the report, the ceiling for development

expenditure and personal emoluments of the natiorral government shall be bir-rding for the next

two years.

Acknowledgements

Mr. Speaker,
fhe Committee thanks the Ofhces of the Speaker and Clerk of the National Assernbly for the

support extended to the Comn-rittee in the execution of its mandate. 'fhe Committee takes this

opportunity to thank the Commission on I(evenue Allocation and the Cabinet Secretary in

charge of National 'freasury for their contribution during committee deliberations clarified or-l

some of the pertinent issues in the BPS 2016. The Chairperson of the Cornrnittee also takes this

opportunity to thank all Members of the Committee for their patience, unwavering sacrifice ar-rd

cornmitment to public service, which enabled the Corumittee complete this important task within

the stipulated time. Further, the Committee acknowledges the technical input of the stal'f fi'ont

Parliamentary Budget Ofhce which was invaluable ir-r the consideration of BPS, 2016.

Mr.. Spcakcr, it is now my plcasant duty and privilege, on behalf of the Liaison Committee, to

present to the National Assembly tl-re lteport of the Comrnittee on Budget Policy Statement

2016and Mediutn TermDebt S ,2016

Signecl: .

I'lon. (Dr.) .loycc I-aboso, M.l).
Chairpcrson, Liaison Comtnittce
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I. INTRODUCTION

Mr. Speaker,as honorable members areaware the BPS is underpinned by public Finance
Management Act,2012 and PFM regulations 2015. The committee was able to establish
that the statetnent largely adhered to the provisions of the law. However, the committee
observes that there were some provisiorrs of the law that were not adhered to. 1-r
particular, the lack of adherence to fiscal responsibility principles as set out in section 15
of PFM Act and section 26(1) of PFM regulation, Iror example; the BpS failed to factor
in compensation of employees fi'om state Owned Enterprises as required under pFM
Regulations 26(1) (a). Secondly, tirere was no information provided relating to the level
of budgetary expenditures by econornic and functional clasiifications (pFN4 I{egulatiops
2e (t) (a) (ii)).

2. Finally, Mr. Speaher,although the BPS provicles information on the sector workir-rg
grollps as required under section 25(2) of PFM Act an<l section 6(4) of the pFM
regulation, the committee found Iinrited information rcgarding the extent to which public
views were factored in the BlrS.

II. RBCENT BCONOMIC DEVELOI'MENTS AND I'OLICY OUTLOOK

a) Real Economic Growth
3) According to the BPS 2016, the economy is plojected to grow at 5.60A in 201 5,6.0yo in

2016 and 65% in the mediunr tertn. In terurs of Financial Years, the grou.th is estimated
to be 5.5Y" in 2014/15,5.8% in 2015116 and 6.lYo rn2016117. This growth is premisecl
on increased productior-r in agriculture on account of favoreible weather, completio, of
infrastructure proiects, recovery of thc Tourism seotor, enhanced privatc consumption,
investor confidence and deepening of.the regional integration.

4) The committee is concet'ned that dr-re to recent and external economy these growth
plojectior-rs the revenue projections uray be unrealistic. Mr. Speaker, this often leacls to
revising expenditure and increasing debt.

b) Inflation
5) The IIPS 2016 states that the a\/erage amrual inflatior-r was 6.8 peroent ip January 2016

compared to 61%o in January 2015 and therefore has been within the Government,i target
of plus or minus 5 percent. I-lowever, on a montl-r on month basis, the inflatior-r ir-r
Decetlber2015 and .Ianuary 2016 surpassecl the Government's target to stancl at B.Olo/o
and L78 o% respectively. The Governrner-rt projects inflation to rernain rvithin t6e target i.
2016 and the r-nediunt ternt. Nevel'theless, it is important to note that the 

"*p.,-,Jitu."pressures arld higl-r import bill arising from the forthcomirrg general electiol nay resglt to
higher inllation.In adclition, the ltreclicted lorver than nonnal rain in many parts of'the
country in 2016 may lead to adclitional inf'latior-rary prcsslrres.

6) To this cnd, Mt'. Speakcr, the Conrmittee notes that l'oocl and non-alcoholic beverages
category coutinues to be a nra.iot'cot'n1-lotrent of cor-rtribr,rtol' to ipflation, tl-ius to rcclitoc
ir-rilationpressurc tl-rere is neecl to regulatc thc incicienttrl costs o1'lbocl productio', to r",ake
fbod ri"rorc allordable espeoially in thc urban arouls.

i,.i-.ts,-ril ,-i.r,.,,.,ii - I) :. .'i.al;r,ii- wii i-ijw irriri(gr, ,.rirur ,)t-zrrullcrr- trrrti Lirc i-.rci-tL tviitnitgclllcllt Sttatcgv I
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c) Interest rates
7) Mr. Speaker, the Monetary Policy Stance by the Central Bank, as measured by the

Centrai Bank Rate has remained constant since July 2015. This can be explained by the

low levels of inflation which have been experienced over the same period. In contrast,

Mr. Speaker, the committee is concerned that despite the neal constant level of the

Central Bank Rate, the average lending rate has averaged 16.1 percent over the period

January,20i5 to January 2016. The high lending rates imply that the banking industry

has not been able to respond to monetary policy signals. Indeed, interest rate spread

between the average lending ar-rd deposit rates remained constant at 9.2 percent since

20t4.

d) Itrxchange rate and foreign reserves
g) In zols, the exchangelate depreciatecl against major international currencies but has

since stabilize. I{owever, the committee observes a real risk of the shilling declining

further due to high imports and non perlbrming export sector. i{on. Members, it is

important to nots that, an improvcd perforrnance of the Kenya's exports and a fuli

...or".y of the tourism sector ale likely to result in sustainable levels of loreign

exchange reserves that will boost the country's corrfidence in tackling exchange t'ate

shocks.

e) l'>ublic Debt

9) Mr. Speaker,the medium public debt is projected to stand at44.60/o of GDl']rn2016lll-
45.g% of GDP in 2017ll8 and decrease to 45.4o/o of GDP in 2018/19. Consistent witli
debt to GDP ratio, the primary budget balance is expected to slow down liorn 5 percent

of GDp i1 2015116 to 1.5 percent in 2018/19. It's worth mentiorting that public debt has

been on a rising trend, as a proportion of GDP, public debt has risen from 43.loh in

20I0lll to 44.9Yo in20l4l15.

10)Mr. Spcaker, fiscal Itisks associated with weatl-rer related risks, underperfbrmance of
' 
,..r.n,,. collection couplecl with weak cash management systems at county level will lead

to continuecl expansior-rary fiscal polioy. This will inclease financing needs of the

government whicli will drive up dotnestic debt serving costs.

11)Mr. Speaker, given that nearly 60 perccnt of Kcnya's extcrnal dcbt is dollar denourinatecl,

further clepreciation of the shilling against the dollar, may increase the external debt

service burclen. This may be likely sincc thc current of the shilling has becn fl'onr

accumulation o1'cxternal clebt and this is unsustainable since the debt r,vill be paid in the

near tutltre.

l2)ltealizatiop ol contingent liabilities associatcd with explicit lcncling or intplicit gltarantees

to statc- orvnecl entelprises and cournty govcrnr-nents would leacl to itlcrcascd clebt stocks

ancl servicit.ig costs.

Liais,p Courrlittcc I{cp9rt o1 thc l}urlgct l'olie) Stltcnrcrtt unrl tltc l)clrt N'lltttituclltclit Stt'lttcgt' 1



IIL FISCAL POLICY OUTLOOK AND TI{E 2016117 AND MEDIUM TERM FISCAL
FRAMBWORK

13)Mr. Speal<er, according to BPS 2016, the Medium Term lriscal Policy aims at supporting
rapid and inclusive econotlic growth, ensuring sustainable debt position and at the same
time supporting the devolved system of Government for effective delivery services. Mr.
Speaker, this shall be attained thlough increasing reverlue over the medium tenn from
the estimated 20 .6 percent of GDP in 20 I 5116 to 2 I . I percent of GDP in 2018/ 19. On the
other hand, the government targets to contain grorvth of expenditure over the medium
term; tlre total expenditure is set to decline frorn 28.3 percent of GDp in 201(>lll to26.0
percent of GDP in20l8ll9. This rvill ultimately reduce the overall deficit, inclusive of
grants, fi'om 6.8 percent of GDP in 2016117 to 4.1 percent of GDI, in 2018/19. The
decline in the overall fiscal balance over the rnedium term will allow for total public debt
to gradually decline fiom 44.6 percent of GDP in 2015116 to about 45.4 percent of GDp
in 2018/19.

a) Revenue Projection

l4) Mr. Speaher, For tl-re FY 20 16l17 , the government's target revenue collection amounting
to I(shs. 1.5 trillion (20.6 percent of GDP) frorn Kshs. 1.36 trillion (21.1 percent of GDp)
in 2015/16. The ordinary revenue is projected to be Ksh I .3 8 trillion ( 19 percent ol' GDp)
in 2016/17 compared to Kshs.1.25 trillion (19.5 percenr of GDP) in 2015/16. fhe
Appropriations-in-Aid are projected at Kshs. 116.2 billion (1.6 percent of GDp)
cornpared to Kshs. 103.2 billion (1.6 percent of GDP) in 2015116. However, Mr.
Speaker, ar-r analysis of the revenlle collectior-r as a proportion of GDP indicates a
contraction. l-he lalgest revenue heads; income tax and VAT, ale projected to contract in
2016117, import duty ar-rd other revenue are set to remain unchanged while excise duty is
expected to grow fron 2.2 peroent of GDP, in 2015116, to 2.5 percent of GDp in
20t6t11.

15)Mr. Speaker, furthermore a review o1' approved buclgets against actual revenue
performances in previous yeal's indicates systematic overestimations of revenLle. Already,
tlre first half pelformance for 20l5l16 shorvs that Revenue has underperformed by 11.52
peroent. The underperforrnance has a negative ir-npact or-r cxpenditure performance. The
revenlle targets shoulcl therefore be reviewed lbr a realistic projection to be given.

b) Expenditure Pro.iection

16)Mr. Speaher, the total expenclitr-rre and net lcnding is projected at l(shs. 2.0-5 trillion or
28.3 percent of GI)P, conrpaled to I(shs.2 trillion (31 percent oIGDP) in 2015/16. The
contraction it-r expenditure as a proportion o1' GI)I'} is r,r,itnessecl in both recunlent and
developntent expenditures. 'l'he total recurrent cxltencliture is pro.icctecl at Kshs. l.i9
trillion (15.1 percent of Gl)P) compared to Kshs. 1.09 trillion (15.7 pcr.cent ol'GI)p) i1
2015116 rvhile total dcvelopnror.rt ancl net lcnding is pro.icctecl at Kshs. 706.3 billion (l1.1
percetrt o1'GI)P) comparccl to Kshs.1,901.8 billion (9.2 pcrccnt of Gl)l)) in20l5116.

t,lalsolt Cottrnttttce lleport on thc tlLrdgct t'olicy Statcrtrcnt aucl thc ])cbL N4anaqemcnt Stratcqr, 3



17)Mr. Speaker, ministerial recurrent is set to Leduce, while the allocation for Consolidated

Fund Services (CFS) expenditures is set to increase fi'om 3.5 percent of GDP in2015116

to 3.8 percent of GDP in 2016111. OnDevelopment expenditure, Mr. Speaker, both

domestically financed and foreign financed development are projected to contract, while

the equalization fund is set to be maintained at 0.1 percent of GDP, over the medium

term.

l8)Mr. Speaher, the emphasis to contain growth of expenditures, by the govetnment, is

laudable since this is the first time in recent years that expenditures are contracting.

I-Iowever, there is no clear indication of whether there is a shill of resources from

lecument to development expenditures since both are set to reduce in 2016117. indeed,

the reduction of development expenditure over the medium implies the need for
Government to find alternative sources of finance to rneet the ever increasing

development needs.

.:. Dcficit Financing
l9)Mr. Speaker, fiscal deficit including grants is set to reduce fi:orr-r Kshs. 569.2 billion (8.8

percent of GDP) in2Ol5l16 to Kshs. 495.5 billion (6.8 percent of GDP) in 2016/17. This

reduction will be sustained gradually over the medir-rm term to Ksh 312.1 billion (4.1

percent of GDP) in 2018/19. Tlie defrcit in 2016111 will be ftinded by net external

financing amounting to I(sh 310.7 billion (4.3 percent of GDP) and domestically

amounting to Ksh 184.8 billion (2.5 percent of GDP).

20)Mr. Spcaher, the gradual decline in fiscal deficit over the medium term, will see external

financing reduce frorn 4.3 percent of GDP in, 2016111, down lo 2.5 percent of GDP in

2018119. I-ikewise, domestic financing will recluce from 2.5 percent of GDP in 2016111

to 1 .6 percent of GDP in 2018/19.

21)Mr. Speahcr, the cor.nrnittee is concerned on the realism ol deficit envisioned in the

BPS. Arnid contractir-rg revenlles, achievir-rg the fiscal deficit target set under the

convergence criteria within EAC will proof very difficult. 'flie clevelopment needs will
continue to put pressurc on the Government expenditr-trc, which may additional I'tnancing

via bolrowing.

IV. MI'DIT]M TIT]TM DB]}]' MANAGEMENI' STITATEGY

a) Introduction

27)Mr. Speakcr, tl"re 2016 N4edium 'ferrn Debt Managetneut Strategy (Ml'DS) was

subn-riltecl to Parliar-nent on 15th lrebrLnry,20l6.'l-his is in pr:rsttant to sectiot-t 33 (1) o1'

ti-re Public Irinance N4anagernent Act, 2012 r,vhich reclttit'es the Cabinet Secretary.

National 'frezisury to sLrbmii to Parliamcnt a stateruertt otr or bclbre 15tl'lreirrltary in cach

year setting oLrt tl-rc National Clovernrrent's clcbt tlanagetlcnt strzrtegy ovcr the nrccliltu-t

terrn. It should ltrovide information on the total stock o('clebt as at the datc oi'sr-rbntission;

thc sgtrfccs oi'ioarrs nrrrLiu lo i.irc iitrlirtiial (rt,\,ci'iiiilUiit; ti-,C i).iiLiic oigl-lLll'llt;1.''u: .i"ll'l L-.1

the National (iovernntcnt; thc principal risks itssociatctl w'itli thcsc lotrtts ttncl gttal'alrtccs;

I i.rierrrr (',r,rrnrilr,,,'llr'r'rorl orr ilr,. Ilrrtllrtl l)rrlicr Stlt(etttettt .ttttl tltc [)cltt \lattagcttlctlt Stt'lttcqr -1



l.

the assut-uptiorls r-rnderlying the debt mzlnagement strategy anci an anzrlysis of thesustainability of the amount ol debt, both actual and potentiai

23)Mr' Speaker, Section 50(2) of the PFM Act 2012, gives parliament the authority to setthe limit or ceiiing of National Government borrowing. In z}l4,parliament approved an
increase ir-r the ceiling for external debt fi'om uSD 14 Billion (Kshs. 1.2 Trillion) to uSD28 Billion (tt!, 2.5 frillion). As of encl of Decernber 201i, the external public debtstock was USD 15.79 Billion (Kshs. 1.615 Triilion)1, therefore the gap between the
approved debt ceiling and the cument uptake of external debt stands at Kshs. gg5 Billion.

b) Linking BPS 2016 and MTDS 2016

24)One of the requiretnents in the PFM Act is that the Medium Term Strategy should be
aligned to the broad strategic pliorities and policy goals set out in the Budget policy
Statetnent' The MTDS must be anchored on sound and realistic macroeconomic
assumptions taking into account historical and pro.iected performance of the country. Inthis regard, the debt strategy must be iinked to the medium term macroeconornic
objectives of the country so as to ensure stability of tl-re economy as u,hole. The 2016
BPS and 2016 MTDS highlight the objectives as econornic growth rates of 5.g% in Fy
2015/16,6.1 o/o irtFY 2016117 and.6.3 % ir-r FY 2Ol1/18. l'he international reserves are
projected at 4.8. months of import cover in FY 2Ol5/16, 5.1 in Fy 2016/17 and,5.3 in Fy
2017118' Inflation rate is expected to remain rvithin tl-re target ol'5 percentt Z.5.Ipdeed.
there are solre inconsistencies in the projections o1'bothlhe primary balance ald the
overall fiscal balance given in the two documents. The pro.iections ip the 2016 MTDS are
higher thar-r those giver-r ir-r the BpS 2016.

25)The following are son.re key areas linl<ing thc BpS ancl the MTDS: _

a) Primary Deficit

26)The prirlary deficit has bcen a key driver ol' thc 8.8 % of GDp buildup o1. public clebt inIrY 2014115 and FY 2015116. 'fhe primar;, deficit is pro.jected at 5. 1%o ofGDp for Fy
2015/16 compzrred to 5.5 Yo in IIY 2ol4/15 ancl expected to decli,e to 3.9o/o in Fy
20L6l17 and 3 '0% in FY 2017118. T'he cleclir-re is on accolu-rt of mobilization of additional
l'evenue atrd commitments to contain current sper-rding. 1'he primary dehcit is as a resultof Government expcnditures beirtg in exccss of thc revenlle collectiorrs ancl therefore as
the Bl']S sets ceilings on the expenclitures of various programmes, it is important to shorv
other than interest payment and principal repayment. the capital pro.iects being financed
tl-rrough additional borrou,ing. T'his ra,ill cnsure that accur.nulation olneu,debt cloes not go
towards the finarlcing of reclrrrent expenditures but rather torvards the financing Ilf
developrncnt proJects that contribute to accurnulation of real capital stock l.or the.u.Intry
and accelererte econornic growth.

b) Debt Strategy

27)1'he 2016 MTDS scl'Lttit-tizcs lbr-rr alteruative clcbt managcmcr-rt stratcgies ancl errrives at a
strategy that cotlrll|isc of thc {bllor,ving: 60"/o cxternztl borrowipg *a +fl % cJo,rcstic

'QEBRFebruary20l6Edition:Anexchangerateof Ksh/USD=102.311as0f endDecember20l5

-)

i.,r.rrsnrr uonrmittec i(cport orr thc Ilucrgct Irolicy Statcnrc nt ancl thc I)ebt iVlanagcntcnt Stiirtcgy



borrowing to finance the National Government budget' The external borrowing will

comprise 2 4oh concessional loans, 24oh semi-concessional loans and 12o/o commercial

loans. The domestic borrowing will be tilted more towards issuing Treasury Bonds which

are longer tenn.
2g)Mr. Speaker, there is a significant shift in 2016 debt strategy as it is pro-external

'borrowing 
compared to the strategy selected in the 2015 MTDS, which was more

inclined to domestic borrowin g at 5io/o while external borrowing was 45oh. Mr. Speaker,

the comn-rittee notes that this shift in debt strategy exposes the economy to refinancing

risks as a result of the following: - Kenya's upgrade to a lowet' middle income country

which makes it harder for her to access concessional loans while the increase in United

States interest rates; slowdown in China's economy; collapse in oil and other commodity

prices are all likely to affect the international filancial market'

29)Mr. Speaher, a review of the previous debt strategies in various issues of the MTDS

show that there have been variations between tl-re strategy chosen in the MTDS and the

actual filalcing strategy irnplernentecl i1 the lludget. The only exceptiol is in IrY
2}lll12 where thet'e was no deviation'

c) Debt SustainabilitY

3g)public debt is projecred to grow fron 44.9oh ir-r FY 2014115 to 46.5oh of GDP in IrY

ZOI5lt6 and clecrease to44.6 % of GDP inFY 2016l17 but incleaseto 45.9o of GDP in

21l1ll8. Mr. Speaker, i1 the worst oase scenario, one of the indicators of debt

sustainability is Debt-service as a percentage of Revenue standing il 29o against a

tlrreshold of 3)o/o, as of 2015. This is particularly worrying as it may indicate that

Government has to rollover clebt if there is no significant iurprovement in revenlle

collection.
31)Mr. Speaker, the latest debt sustainability analysis (DSA) t'eport for Kenya notes Kenya's

clebt is sustainable. The DSA cornpares debt burden indicators to indicative thresholds

over 20 -year projection period. I-Iowever, the report cautions that sustainability could

deteriorate if a significantly lower than anticipatecl growth n-raterializes. In particular, tl-ris

coulcl be triggerJa Uy a rlpeated ancl more severe drouglrt; a protracted slowdown in

growth lor rnajor troding partners, ir-r particular the Euro area; continued decline in

fonir,oclity p.ices; red,.rcJd^remittance ancl Fl)l inflows; and an increase in global food

and luel Prices.

cl) Iimcrging Conccrns
32)Mr. Spcaker, the corilmittcc notcs thc following conccrns:

The llpS 2016 and i\4'fDS 2016 overlook the irnportarrce of listir-rg the projccts

both on-goir-rg alcl carmarkecl proiects by sector to be implemcntccl usirtg pro-

jectecl clclt resources in the meclium term. Further, thc M'I'DS shourlcl inclucle a dc-

tailecl clebt servicilg i;rlbrrnation that cctntitriscs which pt'ojects the cor:tltry is pay-

i,g l.or a,cl thc statLrs o1'their implcmentation ancl. Icasible zrltcrnativcs lbr financ-

in[ nugc illr.astructure projects to reclutce cletnand lbr dcbt. Doirlg this u'ill in-

creerse transpzircncy ancl iccountability, ensure that thc accltrnulation of tllore pltb-

Irc clcbt is cicprancl-cilivcn utiti ttttL ittrguli' lt)l i'CULirlCitt c:'1lct'clittti'es.

r . .- /....-.--:ii... l).,,.,.,.r ,.,. rlr,' Ilrr,l,,,.r I),rlir',. \T:llr'nrr'nl ltrttl tltc [)cht \'lirrlagClllcllt Stllltaq\' ()
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One of the underlying assumptions to debt sustainability is an exchange rate de-
preciation of 5oh in 2016 and the medium term. A large portion of external bor-
rowing is transacted in USD and if the Kenyan Shilling depreciates like it did in
2015 to a high of Ksh/USD:i05.28, then the assumption of a 5%will not hold
and may therefore be unrealistic.
A proportion of the external bon'owing will be on commercial terms and these

have a characteristic of a shofter maturity period and high interest rates. The Gov-
ernrnent rnust consider taking a conservative approach for tliis kind of borrowing
and adhere to appropriate tirning rvhen going on the capital market to raise financ-
ing in order to caution it frorn high refinancing risks.
The country expects to have lalge refinancing needs in the year 2018/19 of
US$1.3 and 2023124 arnounting to approximately US$2.5 rnillion due to repay-
ment of the international Bonds. 'fhe Government will be required to raise funds
equivalent to the amount of loar-rs falling due. 'l'here is therefore need to create
adequate foreign reserves which act as a buffer to caution on arly external shocks
in order to meet these constitutional obligations. In addition, Kenya's public do-
nrestic debt is susceptible to high refinancing risk particr-rlarly in 2015116 as35o/o

of the dornestic debt amounting to US$ 4.9 million falls due.

I(enya's credit risl< profile was dorvngraded fi'om a B+ early 2015 to a B- in Ju-
lylOctober 2015 due to worsening public finances, mounting public debt stock and
increasing external vulnelability. The dorvn glade has potential negative implica-
tion on external borrowing from the international capital market to either refin-
ance the existing debt or finance the implementation 01'neu, development projects.
Thc Government's outstanding guaranteed debt to state orvned enterprises stands

at l(shs. 44 Ilillion. The t{ealization o1'contingent liabilities associated with expli-
cit lending or implicit gualantees to state- owned enterprises and county govern-
ments rvould lead to increzisecl debt stocks and serviciug costs.

V. SECTOITAL PI1IOIUTIES

33)Mr. Spcaker, the BPS 201(r is anchored on a five pillar translormation program that
begar-r tl-iree years ago as indicated in IIPS 2015 and IIPS 2014. I-Iowever, the BPS 2016
has slightly tevised the contents of these live pillars making it hard to track the progress

of some of the policies.

PILLAIT 1: SUSTAINING CONDUCIVE I}USINBSS IINVIITONMENT FOR
INVIISTMENT OI'I' OIITUNITII]S

34)Mr. Spcahcr, the government targets to invest in security infi'astn-tcture such as housing,
offices, and security installations antong others. It also plans to continue with the policc
rvcil'are irnprovement through comprehcnsivc medical cover and builcling capacity of
security agcncies in kcy sccurity lunctions ranging 1l'om field operatiot'ts, investigation,
ancl er-rfbrcement.

35)Mr. Spcahcr, tl'ic cor.nmittee's concerns ivitl-r rcgzrrcl to these proposals lies in the Itrct that
thor-rgh previur-rs Ilurdgct Polioy Stittcnrents highlightccl the construction lbr policc

i-i.itSoit tj(,lriltrittuu Iic1.rtl''t t.,ri tiic lJii.ig,;i,-uir"y ljtatr-iircrri" atrti tirs i)ci.,L ivl.rrrtrgrjlilcrli Sttaiugl, /



housing units as a key target. The BPS 2014 and BPS 2015 indicated the government's
promised to construct 15,000 housing units over the medium term for National Police
Service, Kenya Defense Forces and Prisons. However, the govelrrment is yet to present a

status of these projects. In 201312014, the governrnent only managed 700 houses.

36)In the House resolutions of the BPS 2015, it was resolved that the leasing of motor
vehicles by the police be domiciled under the State Department of Interior. Similar
treatment should also be accorded to the housing project. It seems as if this

recommendation has completely been overlooked. This has in the process slowed down
the completion of the project, tl-rereby affecting the working environment of the

uniformed officers. Moreover, there is no status l'eport on the leasing of vehicles for the

police in the 20l4ll5 Financial Year had been provided and the Government had only
provided 340 vehicles out of the 2700 promised during the period.

37)Mr. Speaher, Although the Budget Policy Statement indicates one of the key
achievemcnts in the security sector as being the establishment of a forensic laboratory.
The Committee established that the facility was only 650% complete. The Committee
furtl-rer established that no funds had been allocated fol the project in the 2016/17

Financial Year. 'fhe National Treasury needs to allocate Kshs. 500 million to facilitate
the completion of the project.The cornmittee was inlbrmed that the police rnedicai covcr
scheme as at December 201 5 had not been operationalized.

38)With regard to Government Printing Services, the Government has envisaged to

modernize its operations by replacing obsolete machinery. The Committee further
observed that the governrnent would save funds by printing all government docun"rents,

including passports at the facility. There is need for the National Treasury to make

budgetary provision for the modernization of the Government Printing Services.

39)No budgetary provision l-rad made in the resource allocation fbr the State Department ol
Interior to facilitate the operations of the Natior-ral Police l{eservists as provided for r-rnder

the National Police Service (Amendment) Act, 2014. To this end, the National Treasury

needs to allocate funds to facilitate operations of the National Police Reservists.

40)Tlie Correctional Services programme l'alling under State Department of Coordination of
National Government (now Statc Department of Correctional Services), faces funding
challenges due to unforescen rise in the number of prison iutlates.

PILLAR II: CON'IINUED INVtrSTMtrNT lN INIUIASTIIUCTUIIE TO UNLOCK
CONSI'RAINTS TO GROWTII

.:. Further cxpztnding thc road nctwork
41)Mr. Speirher, the BPS 2016 recognizes that goocl roacl network enhances trade,

conlnet'cc, agricultural productivity as rvell as boosting regior-rzil trade. The stratcgy'

therelbre, is to clevelop uut c1fcctive, ci'llcier-rt arnd secure road network tltrough

construction o[' 3,ti00 krl o1' lor,r, t,olume scal roacls in the rural atreas, continuecl

expansion of' nraior roacls in r-rrban ccnters and pri<lritization of constmction of East

Afl'iczt link roacls. Further', il. ainrs at crczrtrng an rnclcltcinctent botlli'is'airclii anct ccrtr[y

construrctior.r nncl maintenancc ol'r'oacls bcginning l,vith the Nationerl I(oacl Netrvotk. 'l'lre
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Committee is however conoerned that there are a large number of ongoing and
uncomplcted projects in the sector that require substantial amount of funds.

Mr. speaher, other key infrastructure proiects are detailed as follows:

Rail Transport - 2016 BPS indicates that the Mombasa-Nairobi (Standard Gauge
Railway) SGR is over 60 percent complete and set to be cornpleted by mid,-2017
and that the government is currently in the process of securing funding for an
extension fi'om Nairobi-Naivasha. The BPS also highlighted the plan to upgrade
and modernize the urban comrnuter mass trzrnsit system through Public Private
Partnership (PPP). In addition, the Southern Sudan-Ethiopia Transport
(LAPSSET), fi'om Lamu to the oil exploration locations through Public Private
Partnership (PPP) will be given a priority.

b. Modernization of thc Port: the BPS 2016 sttategy rides on the progress made in
modernization of the Port of Mombasa including the expansiorl of the terminals
and cargo areas; the uear completion of tlie second containerterminal (expected in
early 2016); and the integratior-r of the single windorv system. Irurther, the
government plans to further dredge the port and improve the road networks in ancl
out of the port, while at the sarne time prioritizing the oonstruction of a moclern
pipeline under the Lamu Port.

c. Airports: The BPS highlighted the progress madc in expansion of Jomo I(enyatta
International Airport (JKIA) and rehabilitation of five airstrips (Nanyuki, ikanga,
Lodwar, Ernbu and Malindi). flie JKIA Terminal 1A is near completion and the
goverrunent aims to contmission the nerv terminal 1E while worl< is expectcd to
colllmence on the Secoud I{unway with expectecl completion by end of 2018.

42)Mr. Spcaker, the Coumittee rvl-rile appreciating the fact that the Gover.mrent is on
schedule on the SGR, there is a concern tl-rat other large projects such as the JKIA, the
LAPSSIIT pro.iects, are experiencir-rg delays in their completion.

.:. Access to adcquate affordablc and reliable encrgy supply

43)Mr. Speaker, the goveruurent tarrgets to provide alfordable and con-rpetitive electrical
energy through generating aclditional -5,000 MW of po\,ver by end ol-20i7. So far. the
governmer-rt has been ablc to inicct aclditional 680 MW into thc National Gricl, since
2013.'l-he governmetrt is rcqr-rirecl to produce 4,385 MW by encl of 2011 . Some ol'the key
pro.iects targeted ft>r thc tncdiuur telm include 987 MW Lantr,r Coarl l)orver Pro.ject: 300
MW l'r-rrkzrna Wincl Pro.iect; and li00 MW l(itui Coal Pro.lect.

a.



44) Mr. Speaker, the Committee is concerned at the pace of project execution in this sector.

For example, the strategy to increase powet' production by 5,000 MW by 2011 has

delayed and l4o/o completior-r has been achieved so far within the first three years. The

Government should prioritize allocations towards on-going programmes and projects.

PILLAR III: SUSTAINED SECTORAL SPBNDING FOR EMPLOYMENT
CREATION

* Agricultural Translbrmation to sustain growth

45)Mr. Speal<cr, the Government plans to prioritize research and extension services, agro-

ecological zoning and re-organization of farrners into viable cluster gl'oups for cconomies

of scale; establish Disease lrree Zones facilities (Bachuma, Kllrawa, Miritini); finalize

procurement of offshore patrol vessel (OPV); complete the fertilizer manufacturing plant

by September 2016; and increase the acreage iu tl-re Galana/Kulalu Ranch Irigation fiom
the pilot 10,000 acres to 100,000 acres.

46) Mr. Speaker,Kenya Vision 2030 requires that tl-re Kenyan Youth, who forms a iruge

portion of the population, be actively er-rgaged in agriculture. Tl-ris requires that

agriculture sl-ror-rld be modernized to be attractive and profitable in order to attract the

Youth. On fisheries, the Irish Qr-rality I-aboratories that are cul'rently under constructiot't

will be completed in 12 rnonths'tirne andwill require technical stal'f to be recn-rited and

also the accreditation of the Laboratories to promote fish farn-ring which will require

funding
47)Mr. Speal<er, the BPS 2016 has indicated a number ol'strategies it intends to pursue Ibr

irnprovemer-rt of agricultr-rre. With the agricultural sector being devolved, these strategies

may reqr-rire strong intergovernmental framework geared towards strong involvement o1'

County Governments. Ilowever, the strategies cleveloped seem to indicate what tl're

national governmcnt intcnds to do but has ncl clear guidelines on how information is

clisseminated to the county governments. The cotnurittee recommends clear collaboration

and coordination between the two levels of government

* Supporting Growth of Manulacturing for Ilrnployment Creation
48)Mr. Spcaker,Govcrnment proposes to prioritizc the establishrnent of indr,rstrial arld

technology parks in Elcloret, Juja and Taita-Taveta, to catalyze innovatiot.t and value

aclclition. lt erlso plar-rs to establish green ir-rdustrial parks under the Special llcouomic

Zoncs alor-rg the railwal, lines. Iurther, it plans to clevelop a framervork for applicd

techrrology and artisan training to improve technical skills.

49)1'he Contmittec obscrved that thcrc is insLti'llcicnt valuc acldition that is stitling
pet'l'orntance o1' Kenyan products ir-r international nreu'kets thercby contribtrtirrg to

r-rnlavorable balancc o1' lradc. 'l-hc Committec lirrther observed that there are still

c6aller-rges in acquisition o1'tracle licenscs ancl pcrmits which shor,rld lre aclclrcssed by'

collaboration with otlier relatecl institLrtior.rs. 
'l'here is rootri [or intprovement ou thc ease

ol'cltlirtg b'.isillc:;s:;tl its [o acceict':t'-c irrtiLrsttiitlit-i!iii:\ti; t'li']r''" slt"trl.i Ire ii-'r''''lltivr's liktr tax

cxcntlttions to aLtracL invcstnrcrrts in inclr"tstt'ial 1l'o.iccts ancl ct'catc ctlrllltll'tllctlt.
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'l Tourism, Sports, Culture and Arts
50) Mr. Speaher, the tourisrn sector has been boosted by withdrawal of travel advisories by

key tourist sout'ce countries. fhe BPS 2016 indicates the governments focus will be on
improvement of secut'ity, tourism promotion and marketing and continued investment in
conference tourism facilities in Nairobi, Coast and Western Kenya.

51)The committee observed that part of the reason why the tourism industry has deteriorated
in the recent past is due to insecurity, travel advisories, poaching, inadequate utilities and
infrastructure. The government has put in place lneasures to address insecurity and
poaching menace. I{owever, the funding for improvement of tourism facilities and
infrastructure is low. The comr.nittee noted that some of tourism development should be
tundertaken under Public Private Partnership (PPP).

52)Mr. Speaher, on sports and arts, the government plans to construct five stadia tllough
Public Private Partnership (PPP), review the sports policy and legislation and create
awareness on anti-doping issues. Fttfiher, it sets to roll out incentive packages to ensure
film and music flourishes in Kenya

PII,LAII IV: SUSTAINBD INVESTMBNT IN SOCIAL SERVICE,S FOR TIIE
WBLFARIi OF KIINYANS

a) I{ealthcare
53) Mr. Spcaker, the 2016 BPS pl'oposes to scale up expenditure for universal health

initiatives such as frce maternity service and fi'ee basic healthcare services;
modernization of equipment in 94 hospitals, 2 per county; reducing morbidity and
mortality rates from Malaria, IIIV/AIDS, TB and non-communicable diseases; and
recluitment of more health workers.

54) Mr. Speaker, the Cotnmittee further notes that the country is yet to achieve Abuja
Declaration for allocation o1' at least 15Yo of the total annual expenditure to health
progralnmes. Given that the National Governrncnt ceiling for health in 2016/17 is Ksh.
59.57billion, which is merely about 3o/o ot'total expenditure, then substantially more
resources rvill need to be allocated by counties to move towards this ambitious target.

55)The Committee observed that donor lurrds for critical public health intervention such as

imtnuuization, reproductive hcalth, TB drugs and anti-retroviral drugs, is steadily
declining. This therefore requires both levels of government to increasir-rgly set aside
resouroes for these critical health services.

56) fhe Comtnittee further noted a clelay in lull iurplenrentation of key flagshipprcliects such
as Managed llqr,ripment Servioe pro.iect u,here out of 98 health facilities expected to
receive specialized eqr-ripment only (r health lacilities have so far reccived the equipment.
Similarly, Slum Upgrading Pro.lect is trehind schcdule despite the allocation ol'Kshs.
lbilliori in2015116.
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57) Mr. Speaker, in regard to the conditional grants to counties, the Committee has noted
tlrat in FY 2016117 Kshs 13.12 billion, equivalent to 62.7 percent of the conditional
grants, are health related. Another notable bottleneck affecting conditional grants is the
recent cash crunch which has delayed disbursements thus aff'ecting services such as fi'ee
rnaternity services.

b) Quality and relevant Education for all Kenyans
58)Mr. Speaker, the education strategy in the BPS includes: the integration of ICT

curriculum in all levels of education and the strengthening of quality assurance; national
skills survey with aim of developing a national human resource development plan;
aligning education and training curriculum to meet the dernands of the labour market;
and, revitalizing youth polytechnics.

59)Mr. Speaker, the BPS proposes a ceiling of I(sh 342 billion to tl-re education sector out
of which Ksh 306 billion is for recurrent expenditure while Ksh 35.5 billion is earn-rarked

for development expenditure. The allocation is projected to increase over the r-nedium to
Ksh. 376 billion and Ksh 393 billion in 20l7l18 and20l8l19, respectively.

60)Mr. Speaker, the Corlmittee notes that the educatiorr sector is yet to fully complete all
the flagship projects under the Second Medium Term Plan of the Vision 2030. For
example, Mitihani house has taken about Z9yearc. Further, the cumulative pending bill
for the Ministry of Education, Science and Technology and the Teachers Service
Commission amounts to Kshs 8.7 billion.

61)The Comrnittee is also concerned by low Exchequer issucs especially lbr development
spending and the fact that most public universities continue to under report
Appropriations in Aid collected. Tliese factors affect the absorption rate of fr-rnds and tlius
hinder proper budget implementation.

c) Scaling up social safety ncts
62)Mr, Speakcr, the govemment has several targets under social sal'ety net progranls, these

include; the training and empowering of persons witl-r disability lbr self-reliance,
providing education sr-rpport to Orphans and Vulnerablc Children (OVC), increzising thc
number of couuties linked to the single registry for National Safety Net Programme from
l0 to 25, and setting up a national saf-ety net compliant and grievance structure.

63)Fr-rrlherr.nore, tliis lll)S proposes to increase the number o1 beneflciaries in the cash
transl'er prograrrs fi'onr 717,000 in 2015/16 to about 1.7 rnillion,in20l8l19. This will, in
cffect, increase the coverage I'or hor:seholds i.r,itl-r oldcr persons Il'om 310,000 to 760,000;
tl're l-rouseholcl with OVCs fi'om 3(10,000 to 810,000; and, persons with severe disability
fi'orrr 47,000 to 137,000.

rl) I,)nrpowcring Youth, \\/onren nncl Persons with l)isability lbr
cmJrloymcnt creatiorr
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64)Mr. Spealter, the BPS 2016 indicates that in the hnancial year 2016111 about 21,810
youth will be trained by NYS and another 150,000 through social transfbrmation
progranl. Further, 300 community youth SACCOs will be registered, 5,000 youth will be
mentored on leaclership and national values, and another 30,000 youth will be sensitized
on entrepreneurship skills. The government will also construct 40 youth polytechnics and
disseminate Ksh 6 billion thror-rgh UWLZO Fund to benefit Youth, Women and Persons
with Disabilities.

The Committee notes that over the last two years, it has been recommending for the
amalgamation of atl this multiple funds to supporl Women, Youth and Persons with
Disability so as to reduce dr"rplication of efforts and administrative costs so as to increase
efficiency.

c) Environmental Conservation and making water accessible

65)Mr. Speahcr, tlie BPS strategy is to prioritize implementation of programs under the
Growh Initiative. The govermrent will also ensure that an Envirorulental Impact
Assessment is undertaken on all projects. To mitigate tl-re impact of climate change there
is planned iuvestment in re-forestation, roll out water harvesting and storage in all public
institutions, and in green energy. Fufther, governlllent will target the construction and
rehabilitation of water pal1s, and investment in rnini-dams and mid-size dams to store
water for hor-rsehold and agricultural use.

66)The BPS proposes to allocate Kshs 74.55 billion, Kshs. 83.9 billion and Kshs. 84.3
billion for the FY 201612017,201112018 and 201812019 respectively. Out of the total
proposed allocation for the FY 2016120l T, Ksl-rs l g.53 billion is lbr recurrent expenditure
while Kshs 55.02 billion is for development expenditure,

67)Mr. Speaker, the Committee notes that that the Presidential Task Force on parastatal
reforms reconlnlended consolidation of the I(enya Water Towers Agency, the Kenya
Forest Service, the I(enya Wildlife Service to form one entity. Similarly, the transfer of
functions lelated to Regional Dcvelopment Authorities (IlDAs), and watel'conservatior.r
and forestt'y to the county government needs to bc corapleted expeditiously.

68) The Committee recomrnended tl-rat the country invests in r-rtilization of the existing
bamboo resoLlroes in the country which are estirnated to cover over 165,000 hectares.

I,ILLAIT V: Ii-TIIITI{EIT IINTRITNCI{ING DEVOI,TITION FOR BETTIIII SERVICE
DIILIVE,IIY

69)Mr. Speakcr, as houorablemembers are aware devolution has had positive effects on
I(enyar-rs rvith counties becoming the oentres ol'economic activity.The BPS 2016 al'llmrs
the need to strpport the clevolvecl structr-rres by incrcasing their allocation of sl-rarable
revenlles aucl strcl.tgthening accountability and fisoal cliscipline in usc oI resources. It
promises to put in placc a stratcgy to enhancc county revcnue raising mezrsures anc'l

correot duplication plus clistortion in local terxcs and lccs by;
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Implen-renting a framework that will establish limits and guidelines for
borrowing by county governments consistent with the PFM Act.
putting in place a mechanism to monitor and ensure full compliance to
contain fiscal risk and ensure debt sustainability
implernentation of a strategy to enhance revenue management but counties
in order to strengthen their l'evenue raising measures and correct
duplication and distortion in local taxes and fees

70)Mr. Speaher, other measures to improve the operations of the devolved system

include;(i) sensitization of public officers and general public on Public Audit Act,
Procurement and Asset Disposal Act, and PIIM Regulations;(ii) prioritization of
disbursement to counties with the least fund balances at the CBK(iii) initiate development
over national framework legislation to support the enhancement of county own source

revenue in addition to a comprehensive revierv and harmonization of existing legislation
on county taxes, fees, and user charges and business licenses(iv)strengthen the linkage
between planning, budgeting and implementation at both levels of government in line
rvith appropriate developrner-rt plans.

71)Mr. Speakcr, the Committee notes that this year marks the end of transition periocl into
the devolved system of governance.lf owever, the Bl'}S fails to report on the achievements
achieved so far and the challenges facing devolution. There is need and eliminate
duplication of functions by the two levels of Government.

VI. INTER-FISCAL IIIiVENUII ISSUES AND DIVISION OF I].EVBNUE, 2016117

a) Overview

72)Mr. Speaker, the actual fi'amework lbr sharing is stipulated in Article201,202,216,211
and 218. Article 216 establishes the Commission on ltevenue Allocation, whereas

Article 217 and 218 clearly sets out the basis of division of'revenue among counties and
the annual division and allocation bills.

73)Mr. Spcal<er, the Committcc observes that l.rnancing o1- colurties has steadily increasecl
since thc 2013 ancl the nascent bencllts of devolution can bc seen on the econorlic and
developrnental front. 'l'he revenue sharc to counties has r-rot only cxceeded tl-re minirnunl
15o% sincc 2013 but has risen irrpressively ycar-on-year according to the Annual Division
o1' I{evenuc Acts. 'fotai rcvcnlre allocated to counties li'om nationally raiscd rcvcnuc
(including conclitional allocatious) have risen Ii'oni Kshs.210 billion in 2013/14 financial
year to Kshs. 226.1 biliion in 201411-5, and furthor to Kshs. 287 .044 billion in 201 5/16. In
tl-rc latcst rcvenue sharir-rg c1,clc, tl-re Nationzrl govenrrlcnt share rosc Il'orn Kshs.799.(;-5
billion in 20l4l15 to l(sl-rs. 975.389 billion in 2015/16. thLrs, totai allocation to countl,
governments rose by 25.60/o, r'clativc to I(slis.21.90Z grorvtl-r in the rcvcnlrc sharc to tl.ic
national governmcllt.

ll
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74)I'hele are several lessons to be leat'nt f,rom devolution itself to resource sharing and use at
both levels of government. In particular, l'evenue sharing process has not been easy due to
competing interests, high expenditure demands, and transfer of lunctions. These
expenditure pressures at both levels of government are partly responsible for rising debt
accumulation and shortfalls in cash releases to agencies as actual revenue collections fall
short oftargets.

75)Mr. Speal<er, the Committee notes that concerted prioritization of resources at county
level within available resources ancl enhanced "own revenue" collection is essential to
reduce yearly demands for increased equitable share of revenue and overall fiscal
pressures at the national level. As counties strengthen own revenue capacities among
other factors, it will be possible fbr the governments to set sorre resources at least for
evety function in Schedule 4.

b) Division of Ilevenue between thc National and County Governments

76)The Committee observecl that the BPS proposes to allocate a gross amount of
Kshs.302.l98 billiou to counties for 2016117 comprising of Kshs. 280.3 billion as
equitable t'evenue share and Kshs. 21.897 billion as conditional allocations. The equitable
share is derived by increasing the baseline amount (Kshs. 259.115 billion) by 7.9o/o.the
assumed revenue growth on account of weak revenue performance.

77)The additional allocations (including conditional allocations) in the BPS are seven, six of
rvhich can be fourrd in the Division of l{evcnue Act, 20i5 and one more to cater lor
rnedical eurergencies in Lauru and 1'ana River. 'fhree conditional allocations namely
Level 5 I{ospitals, Con-rpensatior-r of User Fees Forgone, and Leasing of Medical
Equipment are allocated the same amount as in the current Act. Thr-rs, l,evel 5 hospitals
will receive Kshs.4 billion, Leasing of Medical Equipment, Kshs.4.5 billion ancl
compensation for user fbes forgone, Kshs. 0.9 billion u,hich are the same amounts
allocated through the 2015 Act.

78)Ihe aurount for Free Materr-ral Ilealth is marginally rcduced fi'on-r Kshs.4.298 billion in
the Division of Revenue Act,2015 to Kshs. 4.121 billion in the proposal for 2016111,
rvhile the conditional allocation out of the Fuel Levy Fund rises by Ksh. I billion frorn
Kshs. 3.3 billion in the current Act to Kshs. 4.307 billion as proposed in the BPS. The
proposed amounts far loans and grants declines fi'om Kshs.l0.671 billion to Kshs. 3.U7
billion. The BPS further introduces a ne\ / conditional allocation of Kshs. 200 rnillion
knou,n as Special Purpose Medical llmergcncy lbr two cournties narrely l.amu and 'fana

I{iver.

79)On other haud, Mr. Spcal<cr', thc CRA recor.nmends that l(shs.377.518 billion,
conrprisitlg of I(shs. 331.765 billion as equitable sharc ancl Kshs. 45.753 billion as
conditional allocations, be transl'erred to counties. CllA grows bascline allocation of
eqr-ritable share of revenLre in tl-re current hnarrcial year by a thrcc-ycar- rcvclluc growth
15.09u1,. Additional att.tc'rt-tnts lbr County ltoacls and l'ublic Participation anrounting
to l("-h. 27.79 billinn antl l(shs. 5 billion, rcspcctively, thrusts thc proposecl ecluitable
levenue sl.iarc amount accorclir]g to cRA to Kshs. 331.765 billion.

r5]-::lisul, Cilll.llritlcc i:Lc1;i;tt ori tiru liriiigui. i't,ii"y Stcti-srrtcrrI trrrti Iirc i.lcttt iVirrnagelloltt Stratcgy



80)In addition, five new categories of conditional transfers are included in the
Commission's recommendation valued at Kshs. 25.692 billion. These include: Kshs.
5.196 billion for salaries for devolved staff retained by county govel'nments; Kshs. 4

billion to build county headquarters in Lamu, Tl-rarakaNithi, Nyandarua, Tana River
and Isiolo; Ifths. 5 billion for rchabilitation of Secondary and primary schools; Kshs.
5.196 billion to be transferred as conditional allocation to counties for County
Emergcncy Funds; and, I(shs. 6.3 billion for rchabilitation of village polytcchnics.

c) Committee Observations and Recommendations
81)A careful look at the two approaches shows that comparatively, CRA's recommended

total allocation for 2016111 will rise by 31.5o/o rclatle to the allocation in 2015116

wlrereas the BPS allocation will rise by a mere 5.27o , relative lo 20I5l16 allocation to
counties. The difference between CRA's reoornn'rendation for equitable share and that of
the BPS exceeds Kshs.5l billion. Eqr"rally, CI{A proposes to approximately double the
amount of conditional allocations that the draft BPS is proposing. The committee raises

the fbllowing concerns:

Need to entrencl-i llscal prudence and austerity in the light of rveak domes-
tic revenue collections and deteriorating debt fir-rancing conditions. l'he
Committee ir-r particr-rlar noted the flagrant spending on non-essential items
like non-essential travel, allowances. Equally, the Committee was con-
cerned about inflated expenditures and contracts and corruption which con-
tinue to bleed scarce resources. Owing to weak domestic revenue perfor-
mance and emerging borlowing constraints, each level of government
should attempt to achieve same targeted services with minirnal resoLrrces.

Need to base allocations on real l'evenLle growth: The Committee notcd
valiations in the revenue assumptions usccl to compute equitable shares,
which partly explain the differences in the revenue sharing proposals (CRA
15.09% relative to BPS I .9%).Ileconciliation ol'these measures cor-rld help
bridge the differences.

Conditional Allocations should rcmain stablc. Strong .]ustifrcations l'clr

conditional allocations and pre-negotiations coulcl help reduce the prolif-c-
ration oi'conclitior-ral allocations in the light o1'the enabling (remedial) Ar-
ticle 187 o1' the constitution. Wl-rere conditional allocatiorls are negotiated
ancl given, a gclocl fi'amewclrk lbr implemcntation and transf-er ol'resoLrrccs
need to be clevisecl, inclr-rding rvherc necessary tl-re transl'er ol'functions be-

tween levels o1' government.

ll

IV Rcvcnue Sharing (llorizontal) Ibrrnula anrong cotrnty governmcnts:
The Corlmittcc notccl u,itl-i conccn'r tl-iat tlic cr-rrrcr-rt ancl proltosccl lbrmula
lbr sharing revenuc anlong counties was biascci towarcls corrnLics with largc

lroprrlatir;i-, r'irril tl:cst: r','iLh hi3lt pov:;'1-1 k:r'cl:;.'l'hc [it:'nrr.r]l:cirrfi,rtrt ,.:lt;i,iille

thc r"rr-ticlttc bLtt tlcploralllc ncccls o1'ur'tran slLrnr poor.'l'his. approach. it rvas

[.irrisorr ('ornniittcc [{cport on [lrc I]utlrtel I)olicr Statcnrcnt unrl ilre [)e[rt i\,llrnl(,cntcl][ Strutcgr l6



observed is unlikely to achieve the primary goal of devolution which is to
reduce inequities in public goods and services given that some of the poor-
est citizens dwell in urban slums. 'fhus, the ideal sharing formula should
'needs-based', where "needs" can be discemed through a I]uman Devel-
opment Index.

Rcvenue allocations should also bc informed by gross financing re-
sources available to each level of government. In this regard, consideration
should be rnade with regard to "own county revenues" to inform the over-
all debate on revenue share determinations (counties collected about Ksh.
33 billion in20l4l15).

vt1.

Need to boost sonle conditional allocations: 'fhe Committee noted that the amounts to
fi'ee matemal health and leasing of rnedical equiprnent neecl to be enhancecl given tlieir
irnpact on overall well-being of the population.

The need to forrnalize the revenue sharing framework as provirled in tire constitution: Ar-
ticle 202 and 203 are the bedrock of levenue sharing between the two levels of govern-
ment. I{owever, as the Committee noted, the fi'amework for deterrnination of the revenue
allocation were far from adequate. For example, the Clommittec proposed that the basis of
sharing in Arlicle 203(1) be ftirralized tl-rrough clear interpretation or legislation so as to
determine contentious issues such the meaning of "National Interest". Similarly, the
fi'amework for conditional and unconditional allocations should also be expounded so as
to make revenLle sharing easier, less acrimonious, and stable.

VII. RITCOMMBNDATIONS ON TI'TE I}UDGET I'OLICY STATEMENT AND TH[,
MEDIUM TBII.M DEBT STIIATBGY PAPER

82)Mr. Speaker, the Committee extensively considered the Budget Policy Statement ancl
the Medium Terrn Debt Management Strategy. 'l'he Committee also sought the views of
the National Treasury and the Commission on Itevenue Allocation. More importantly, tl-re
Cornurittee also t'eceivcd recommendations ll'om the various Departmcntal Cornmittees.
After a careful consideration ancl importar-rtly noting the huge budget constraint as
reflected in the tnaclo-fiscal frameu,ork, the committee recomlltends the {bllowing

a) Vertical Sharing of Nationally Raised Ilevenucs

Flavirlg considered the submissions by the National freasury, tl-re CI(A, Departmental
Comrr-rittees, attd other stakeholders. and giverr the nced to enhance fiscal austerity ancl
productivity o1'public resources, ttnd to ensure that the overall fiscal deficit and debt ao-
cutrulation is within reasonable limits. the Committee recontmerids that the allocatior-r be-
twecn the ttvo levels o1'government be as follows:

1. That the Nzrtional Governmcr-rt be allocatcd Ksh. l,099.902billion,
Z. Ihat counties be allocated gross amount of Kslis. 302.198. billion courprising of:

a. EqLritablc Share allocation anrounting to Kshs. 280.3 billion,
b. Conditional allocatiorr lor Lcvel 5 I-rospitals, zu.nounting to I(sh. 4 billion,
c. (londitional allocati<ln 1cr Irree Mtrtcrnal Ilczrlth Care. I(shs. 4.121 billion.

I|ry!11+!SE3E@nsB5.vE4E:rw+ :tliEi.lqrrygE:lllEEBEtlq.e--E!#s.:sira!ffifr fl t*-anrEHrss*$r

Li.i,su,, (.r.,rtuLriLruu iiupt.,rL orr rirc iitrrlget t)oiicy'statenrcnt uncl the i)cbt Manirgcnletlt Strategl, l7

o



a

o

a

d, Conditional allocation for Corrpensation of User Fees Forgone, Ksh. 0.900

billion, and

e. Conditional allocation for Leasing of Medical Equipment, Ksh. 4.5billion.

3. That counties be allocated Ksh. 4.307 billion out of the Fuel Levy Fund for road

maintenance.

4. Special purpose supporting emergency medicai services for Lamu and Tana River,

Kshs. 0.2 billion
5. That counties be allocated Ksl-rs. 3.870 billion being amounts raised through loans

and grants by the National Government for specific projects at the county level.

The total allocation to counties is equivalentto 32.2o/o of the most recent audited revenlle
approved by the National Assembly. This allocation is therefore realistic given the ex-

pected revenue collection, expected economic growth, and ongoing fiscal austerity poli-
cies being irnplemented by the government. The Committee further reoolnmends that tlie
vertical share forms the basis of the Divisior-r of l{evenr-rc Bill 20i6 that will be intro-
duced in this Ilouse.

Irurther, the Committee is concerned that conditional grants from the National Govern-
ment are not linked with cor:nty budgets. l'o this end, the Committee recommends the
need to put in place an intergoverrunental framework to effectively deal with conditional
grants, n'lore so the donor funded projects to ensure they are well captured in the county
budgets.

That a proper framework for disbursement of the equalization fund be expedited and flna-
lized in good time to allow the selected marginalized counties to benefit from this fr-rnd.

The Committee further recornmends that I(shs.6 Billion be allocated to this fund in
20l6l17 financial year;

b) Expenditure Ccilings

96. Mr. Speaker, the Committee recommends thzrt the ceilings 1br the three arms of
governn'rent be set as follows:

1. National Executive (MDAs)-Kshs, I ,451,646 million
2. Parliament- Kshs. 29,406 miliion of rvhich

i. PSC Vote 204I- Kshs. 13,458 million
ii. National Assembly Yote2042- Kshs. 15,948 million

3. Judiciary Vote1261-Kshs. 17,309 niillion

a Mr. Spoaker', as you are aware the Government l-ras been implen'rcr-rting thc Medium
'['erm Expenditr-rre Framervork (M'l'EIr) bLrdgeting lbr enhanced predictability in rcsource
allocation and to enable better pltrnning. Ilowcver. a nLrmber of pro.iects initiatccl have ei-
ther stallcd or remain uncon-iltlcte and have no <lireot link with tl-re Buclget Policy State-

mcnt, the annual estimates.lrr this rcgarcl the comrnittce recomrncncls no ncw pro.icct

should be introducecl alier tl-re adoption the Ill'S ancl tirat thc annual estinlates that shall
be laid in this I-louse sornetimcs in April nrrrst incluclc a detailecl list of pro,iect that arc re-

corrcilable with tl'rc I)evclopntcr.rt estinratcs tbr.'2t) l6lt-l .
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That in line with the PFM regulations2l(5) the ceilings that are included in the BPS 2016
for Development and for wage bill in the medium term are binding.
That in line witli Article 221(5) of the Constitution which requires the National Assembly
take into account the views of the public when finalizing the budget, this House should
earmark Kshs. 1 billion for resources that oan be used for Economic Stimulus Pro-
gramrnes in areas that have not benefited before. The Committee recommends that acrite-
ria be developed on the amount of funds to be allocated before the time of receiving the
budget estimates and the procedure of identifying several projects before the finalization
of the estimates.

That the House approves the schedule of ceilings for spending agencies towards recurrent
and development spending per prograrnme as provided under schedule 1.

That this house notes the additional requests for critical expenditures as shorvn in sche-
dule 2 that are unfunded and directs treasury to find the resources within the fi'amework
as adopted in the BPS 2016.

c) Medium Terrn Debt Managemcnt Strategy

Tliat tlie House approves the debt management strategy underpinning the 2016l17 budget.
The approved shall remain binding for 2016l17 and any change in strategy must be ap-
proved by this I{ouse.
National Treasury provides details on wl'rich projects both on-going and earmarked
projects by sector are to be implemented using projected debt resources during the An-
nual Estimates.
The MTDS should be realigned to tl-re brozrd strategic priorities and policy goals set out in
the BPS as required by the PFM Act, to ensure there is credibility of tl-re debt strategy be-

ing pursued by tlie Government.
The Government pursues debt policies that are aimed at achieving fiscal consolidation
and efficiency in revenue collection intended to achieve a balanced Govcrnment budget.

d) l'olicy llecommendations

a

o

a

a

a

a

a

a

a That l'reasr-uy initiates a comprehensive assessment of the existing projects and provides
the I-egislature with a plan of action on how the said projects are going to be completed
rvithin the current and rnedium term resourrce fi'arnework.That all expenditure adjust-
ments in form of supplementtrry budget should be done on or belbre April of any given
year. This will assist in addressing the issr-re of pending bills, occasioned by late approval
of the supplementary applopriation Bill.
That Treasuly endeavors to issr-re guidelincs on foreign travel and clomestic travel that
supports the objective of reducing wzrstage while at tl-rc sarne time rnairrtain the purpose
and ob.jective of such activities.

a

i. l)cpartmcntal Committces

83)Mr. Speerker, the Cornn'rittee also lcceived policy recor.nrrendations liom tl-re various
Dcpartrlental conrmittees ancl recommcncls that thc National 'l'reasury ar-rd thc concerncd
MDAs takcs into zrccount thesc reoour-rlcndations:



a) Departmental Committee on Administration and National Security

That the leasing of motor vehicles for police and the police housing project be
dorniciled under the State Department of Interior in line with the I-Iouse resolutions on
the Budget Policy Statement 2015 in order to bring efficiency in the police service.

b) Departmental Comrnittcc on Transport, Public Works and Ilousing

That the National Treasury provides adequate documentation relating to the break-
down of the Road Maintenance Fuel Levy Fund and the allocations to the relevant
spending agencies and that this practice should be carried forth into future Budget
Policy Statements.

c) f)epartmental Comrnittcc on Bducation, Ilcsearch and Technology

That the Ministry fast tracks the completion of the education flagship projects o1'

the vision 2030 within the remaining period of the Second Medium Term Plar-rs

planned to avoid the risk in can'ying the projects over to the Third Medium Term
Plan.

Tliat the National Treasury put in place mechanisms to ensure that excheqller re-
leases especially for developrnent spending are disbursed in good time to ailow
the spending agencies to fully implement their developrnent budgets and cushion
against poor absorption capacity at tl-re close of the f-rnancial year.

a

a

a

That the Ministry of Education, Science and Technology and the National Tleas-
ury to put in place proper measures to ensure that Public Universities fully dis-
close the Appropriations-in-Aidthey collect to mitigate against loss of reverllles
occasioned by tl-re partial disclosure.

That the State Department of Science and Techr-rology put ir-r place incentives to
encourage public private partnerships witliin tlie Public Private Partnership policy
framework especially in undertaking infi'astructural developn-rent ir-r the education
sector to augment government efforts.

That the Stzrte Dcpartment of lldLrcation develop a ll'amework to strear-nline thc
award ol'br,rrsaries to ensure that all clcsclving students bene llt and acc'.ess educzr-

tion.

cl) Departmcntal Comrnittce on Ilealth

That thc tl'ee matcrnity progranr b1, 16" National Government be rcconceptLralised
inir)reciraiciy arrti a r)e\,v coutLliriilt'ci iitrlrlcrrrcrritIiitrrr si.r.itugi bu trrlo1.,(utl trr avi;ici
clLrplication of'cflirrts b1,' other (iot,crnurc'nL agcncics uncl pror-tranrs. In this regarcl.

a

a

a

a
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the Ministry of Health ensures that the allocation of Kshs. 4.2 billion earmarked
for fi'ee maternity be channelled thlough the National Hospital Insurance Fund
(NHIF). Further that in the long-term the Ministry reforms M-IIF as a matter of
urgency for tl-re Parastatal to be able to function as expected.

That there is need to fast track the implementatior-r of the Managed Equipmer-rt
Services (MES) flagship projects. Fufther, the Ministry should undeftake continu-
ous evaluation of the ME,S project so as to be able to address the emerging chal-
lenges associated with the irnplementation of the project among them; the inade-
quate skilled health workers to operate the machines, access to reagents and sup-
plies, appropriate rooms and space and amongothers.

e) Departmcntal Cornmittee on Agriculture, Livestock and Cooperatives

That the National and County Governments should establish a mechanism to en-
sure that at least l0o/o of the general government budget is allocated to the agricul-
ture sector in accordance with the Maputo Declaration.

That guidelines should be lblmulated on how rescarch findings by national re-
search institutions such as Kenya Agriculture, Livestock Research Organisation,
Kenya Sugar Research For:ndation, Tea and Coffee Research foundations among
others can be disserninated to the counties for mutual berrefit of the trvo levels of
government.

a

a

o

a

a

a

'l'hat tl-re trvo levels of government should collaborateand come up with a ft'ame-
work on implernentation of resources set asidethror-rgh budgetary allocation for the
establishment of seed and fertilizer subsidy fund and livestock and crop insurance
scheme.

0 l)epartmcntal Committee on Financc, Planning and'l'rade

That tlie reseftlement of the lnternally Displaced Persons has taken a longer than
pianrred time and tliat tl-ris process should be expedited to avoid the persistent le-
quests for budgetary allocatior-rs.

fhat the National lireasury should take necessary measllres to ensure that pr-rblic

debt does not reach unsustainzible level more so with the constitutional provision
allorving county govel'nlrents to borrow. That will cr-rshion the economy frou-i ma-
croeconomic irrbalance such as high interest ratos and inflation ar-rd also oushion
tire Iutr-rre genelations h'om a heavy ciebt burden.

Ihat the National 'l-rcasury shoulcl ensLu'c that the IFMIS system works elliciently.
In particular, the system sr-rpport to the e-plocurcrlcnt to ensLlrc tl-rat rural suppli-
el's al'e not disll'anol-risecl.

o
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a That the National Treasury in collaboration with county treasuries should put in
place mechanisms to rnitigate against revenue leakage at the county level which is
majorly occasioned by non-disclosure of collected revenue and misuse of revenue
at the point of collection.

That the parastatals in the Ministry with overlapping mandates should be merged to
create a coherent, leaner and efficient entity that can be adequately funded to achieve
the optimal returns in terms of out puts.

That the National Treasuty should partner with the Ministry of Information Commu-
nication, and Technology in the laying down of the fibre optic in every county to en-
sure robust internet connectivity to maximizethe efficiency of the system.

g) Departmental Committee on Energy, Communications and Information

That both ministries prioritizebudgetary allocation towarcls on-going flagship
projects so as to be delivered without delay.

That all ICT programme and funding of all Government agencies be allocated
to the Ministry of ICT for purposesof quality controls and support of e-
goverrunent. This consolidation of ICT projects and programs within the rele-
vant rninistry should be policy priority

That the Ministry prioritizes the restructuring of Kenya Broadcasting Corpora-
tion (KBC) with a view to settling its outstanding obligations as quickly as
possible, and in order to set the state corporation on a sound financial footing
capable of competing in the media sector and attract and retain qualified staff
establishrnent. In addition, KBC as a national broadcaster be supported and re-
sourced to enable it to achieve global standards of a national broadcaster.
That Konza ICT project should be anchored on law to enable itattr.act foreign
investment.

a

a

a

a

a

a

h) Departmcntal Cornmittee on Bnvironment and Natural Resourccs

That the funds allocated to the National Youth Service (l.fYS) lor construction of wa-
ter pans and dams under the Ministry of Devolution and planning in the Financial
Year 20I512016 should be transl'erred to tlie Ministry of water and h'rigation given
that in the remaining time, NYS will not be able to absorb the funds. Fufther, to avoicl
administrative costs and time wasted on negotiations between the Ministry of Water.
and NYS, the funds allocated to NYS should be allooated to Itegional Development
Authorities wl'rich should partner with NYS to use their eqr-ripr.nent when necessary.

That the Ministlies should conccntratc on projects that gcnelzrtc income ancl creerrc
employment to reduce tl'reir reliance on thc exchequer.

a

a

i) I)cpartnrental Colntnittcc on .Justicc and Lcgal Altiril's Conrrnittcc
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' Inrprove in the disbursement of resources for development expen<iiture in to actualize
implementation of th e 2015/ 1 6 projects.

' Consider increasing the allocation for the office of Directbr of Public prosecution and
witness Protection Agency in order to enable the aforementioned offices achieve their
mandate.

j) Departmental Committee on f)efense and Foreign Relatives
o Modernization programme for the Ministry of Defense and National Intelligence Ser-

vice Commission to be fully implemented for effective service delivery of their
mandate.

o Acquisition of more personnel and facilities for lroreign mission abroad for effective
and positive placement of the country to attract international trade and diplomatic re-
presentation.

k) l)cpartrncntal Committee on Lands
o Treasury should follow the cash flow plans fi'om the Ministries, Depafiments, and Agen-

cies (MDAs) in order to enable ministries carry out development projects in a timely

manner.

. There is need for additional resources towards Iand resettlement.

. Reorientation of funds fiom the General Administratiorr, Planning and Support Services

frorn National Lands Commission (i.LC) to settie land disputes and conflict management

in the Ministry of Lands.

l) Departrncntal Committec on Labour and Social Welfarc
. Adequately support the National Gender ar-rd Ilquality Commission to carry or-rt the

operation of the commissior-r.

. Establish two employment attaches in the Middle East Countries (Qatar and Saudi
Arabia)

. Provide adequate resources for National Museurns of Kenya and for Kenya Fihn clas-
sification board for refurbishments of monuments and Personnel emoluments.

. Establishment of a National labor market information system

. Ilstablish the National Ilmployment Authority as per the enacted legislation.

. Provide additional resources for under' 17 rvorlcl youth championship in July 2017 as

well as setting up Anti -- Doping agency o1'Kenya
. 'l'ransl'er of the National safety net funds fiom development to recurrent vote.
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ANNEXES

750

59 12 81

7 225 35 l1

SCHEDUTE l: PROPOSED CEILINGS FOR SPENoING AGENCIES (Ksh mlllions)
Draft Celllnos lncrements/Reductions

Number Detalls Number Detalls' Cu rrent Caoital Tolal Current Capltal Total Current Caoital Total
101 1 The Presidency Total 6,973 1,141 8,7'14

6.973 1.7 41 8.714
0702000 P.2 Cabinet Affaks 't,265 1,109 2,374

! /h5 I 109 ? 374

0703000 P.3 Government Advisory

Services
314 314

114 3'14

0704000 P,4 State House Affairs 3,010 459 3,469

3.010 459 3.469
0734000 P.6 Deputy President Services 2,384 173 2,557

2.384 173 2.557

1021 State Depart-
ment for

lnterior

Total 98,002 1 5,1 81 1 I 3,183
98.002 15_1 8t fi3.183

0601000 P.1 Policing Services 80,485 12,899 93,38,t

80.485 1 2.899 93.384
0602000 P.2 Planning, Policy Coordina-

tion and Suoood Seruice
12,s89 61 l 13,200

12.589 bll I 3.200
0603000 P.3 Governmenl Printing

Services
727 121 848

121 848
0605000 P.4 Population Management

Services
4,201 1,550 5,751

4.201 1.550 5.751
tutt State Depart-

ment for

Coordination of
Natioflal
Government

Total 19,291 1,050 20,341

19.291 1.050 20.341
0604000 P.1 Correctional services 18,875 1,032 19,907

18.875 1.032 1S.907

0623000 P.2 General Adminiskalion,
Plmnino end Suomrl Services

346 18 364

346 18 364

0624000 P.3 Betting Control, Licensing

and Requlation Services
70

70 70

1 031 State Depart-
ment for

Planning

Total 18,192 54,684 73,1 76 (1,051) (1,0sl)
18,492 53,633 72,125

0706000 P.1 Economic Policy and

National Plannino
1,124 38,1 41 39,265

1.124 38.141 39.265
0707000 P.2 National Statistical lnfor

mation Seruices

'1,818 |,572 3,390

1.818 1.572 3.390
0708000 P.3 Monitoring and Evaluation

Services
43 163 206

43 163 206
0709000 P.4 General Administration

Plaonino and Suooort Services

746 144 890
746 144 890

0710000 P.5 Public Service Transforma
lion

6,600 910 7,510

6.600 910 7.51 0
071 1000 P,6 Gender & Youth Empo.

wermenl
8,161 13,754 21,915 (1,051 ) (1,051)

8.1 61 12.703 20.864

1032 State Deparl-

ment for

Devolution

Total 2,242 7,994 10,236

2.242 7.9q4 10,236
0732000 P.3 General Administration.

Plannino and Suooort Services

,AO 269

269 269

071 2000 P.7 Devolution Services 1,029 10 1,039

1.029 '10 1 039
07'13000 P.8 Special lntiatives 574 1,507 2,08 1

574 1 507 2,08 1

0733000 P.9 Accelerated ASAL Devel-
oomenl

370 6,477 6,847

370 6.477 6.847
1041 Ministry ot

Defence
Total 96,952 42 96,991

96.952 42 96.994
0801000 P.1 Defence 95,21 I 42 95,261

95.219 42 95 261

0802000 P.2 CivilAid 450 450

450 450

0803000 P,3 General Administralion,
Plannino and Suooort Services

1,283 1,283

1,283 1.283
1051 Ministry of

Foreign Affairs

and lnterna-

tional Trade

Total 13,232 1,000 14,232

13.232 1.000 14.23?

0715000 P.2 Foreign Relation and

Didomacy
9,31 0 402 9,712

9,310 402 Lt12
0714000 P. 1 General Administration

Plannino aod Suooort Services
3,172 s98 3,770

3.17? 598 3.770
0716000 P.3 lnternational Trade and 750

lnveslments

Toral -r9,d12

P.1 Primary Education 1i .225

21,97 n

1 8,986

750

750
10'i1 \tale I X,fart-

menl for
Educalion

ti1.3u6 00 'l l orr

0501000 36,21 1

18 986
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SCHEDUTE 1: PROPOSED CEItINGS FOR SPENOING AGENCIES (Ksh millions)

Vote Proorammes Drafl Ceilinqs lncrementslReductions Revised Ceilinqs

Number Details Number Delails Current Caoital Total Current Capital Total CurrenI Caoital Total

0502000 P.2 Secondary Education 33,681 '1,343 35,024 100 100

33.681 1.443 35,1 24

0503000 P.3 Quality Assurance and

Slandards

4,978 903 5,881
4.978 903 5.881

0s08000 P.8 General Administration,
Plannino and Suooorl Services

3,528 742 4,270
3 528 742 4,270

r062 State Depart-
ment of
Science and
Technology

Total 60,560 13,431 73,991 (300) 100 (200)
60-260 13.531 73.791

0504000 P.4 University Education 55,990 7,567 63,557
55,990 7 .567 63.557

0505000 P.5 Technical Vocational
Education and Trainino

2,004 5,363 7,367
2.004 5,363 7,367

0506000 P.6 Research, Science,
Technolmv and lnnovation

872 501 1,373 100 100

872 601 1,473

0507000 P.7 Youth Trainlng and Devel-
oomenl

0508000 P.8 General Administration,

Plannino and Suooort Services

1,694 1,694 (300) (300)
1.394 1.394

1071 The National
Treasury

Total 46,732 44,712 91,444
46,732 n[_711 s't.444

071 7000 P.1 General Administralion
Plannino and Suooort Services

39,816 4,804 44,620
39.816 4.804 M,620

07 18000 P.2 Public Financial Manage-

ment

5,422 37,994 43,416
5.422 37.994 43,416

07 1 9000 P.3 Economic and Financial

Policy Formulation and Man-

aoemeni

1,17 4 1,859 3,033
1,174 1,859 3,033

0720000 P.4 Market Competition 320 375
320 55 375

1081 1081 Ministry
of Health

Total 28,940 30,635 59,575
28,940 30.635 59.575

0401000 P.1 Preventive & Promotive
Health Services

1,736 13,845 1 5,581

1.736 1 3,845 1 5,581

0402000 National Referral and Specia-
liTed Seruices

14,079 10,229 24,308 600 600
14.079 10.829 24,908

0403000 P.3 Health Research and

DeveloDment

5,025 624 5,649
5.025 624 5.649

0404000 P.4 General Administration,

Plannino & Suooorl Services

6,100 181 6,281 (100) (100)
5.100 81 6,181

Health Policy, Standards and

Reoulations

2,000 5,756 7,756 (500) (s00)
2 000 5.256 7.256

1091 State Depart-
ment for
lnfrastructure

Total 31,596 102,949 134,545
31.596 102.949 134.545

0202000 P.2 Road Transport 31,596 1 02,949 1 34,545
31,596 102,949 1 34.545

1 092 State Depart-
ment for
Transporl

Total

P. 1 General Administration,
Plannino and Suooort Services

5,793 1 24,960 130,753
5.793 124,960 130,7s3

0201 000 397 402
397 5 402

0203000 P.3 Rail Transport 109,1 70 109,1 70
10c 170 109.170

0204000 P.4 Marine Transport 502 1 1,500 12,002
502 1 1,500 12,002

0205000 P.5 Air Transport 4,378 3,98s 8,363
4,378 3,985 8.363

0205000 P 6 Government Clearing

Services

65 65
65 65

0216000 P.7 Road Safety 451 300 751

451 300 75'1

1 101 State Deparl-

ment for

Environment

and Natural
Resources

Total 14,616 11,680 26,296
14.616 1 1,680 26,296

1010000 P.1 General Administration,

Plannino and Suooort Services

586 ,E bil
585 25 611

1011000 P.2 Environment and Natural

Resources i,4anagement and

Protection

12,214 7,435 19,649
12,214 7,435 19,649

1012000 P.3 f,4eteorological Services 1,157 1 ,101 2,258
1.157 1.101 2.258

1005000 P.5 lntegrated Regional
Develooment

659 3,119 3,778
659 3 119 3.178

1102 Ministry for

Water and

Regional

Authorities

Total 4,16? 42,122 46,284
4,1 62 42,122 46,284

1001000 P.1 General Adminiskation,

Plannino and Suooo( Services

616 190 806
616 190 806

1004000 P.4 Water Resources Man-

aqement

2,692 29,429 32,1?.1

2.692 29.429 32,121

P,3 lrrigation and Land Recla-

malion

854 1 2,503 1 3,357

1,600

854 1 2.503 13.357

1111 Minislry of
Lands, Housing

and urban

3,969

2,302

23,812 2t,841 300 1,300
4.269 25.112 29,441

0101000 4.t12 300 300

Total

P.l Laod and 0t47

Er @d@tmffi@
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SCHEDULE 1: PROPOSED CEIUNGS FOR SPENDTNG AGENCTES m
Vote Proqrammes Draft Ceilinqs lncrements/Reductlons Revlsed Celllnos

Number Details Number oetailg Current Caoltal Total Current Ceoltel Total Current Total

2.602 4.772 7 374
0102000 P.2 Housing Development and

Human Settlement
458 6,959 7,417 1,300 1,300

458 8.259 8.717
0103000 P.3 Governrnenl Euildings 328 1,232 1,560

328 1 23) 't.560
0104000 P.4 Coastline lnfrastructure

and Pedestrian Access
59 41 100

59 41 100
0105000 P.5 Urban and Mekopolitan

Development
n7 10,868 1 1 ,165

297 10.868 t'1. t 65

Development

0106000 P Administration

and

525 525

52s 525
Total 2,930 E,288 11,218

2,930 8.288 11.218
0207000 P.1 General Administration

Plannino and Suooort Services
723 619 1,342

723 619 13l2
0208000 P.2 lnformation And Commu-

nication Services
1,060 110 1,170

1.050 110 1,1 70
0209000 P.3 Mass Media Skills Devel-

oDment
215 135 350

215 135 350

1121

lnformation,

Communicalion
and Technolo-
gv

0210000 P.4 ICT lnfrastructure Devel-
oDmenl

932 7,424 8,356

93' 7.424 8.356
Total 2,850 2,646 5,495 1,700 250 1,950

4,550 2.896 7.146
0901000 P.1 Sports 737 1,545 2,282 1,300 1,300

2.037 1.545 3.582
0902000 P,2 Culture 866 358 1,224 150 250 400

1.016 608 1,624
0903000 P.3 The Arts 380 130 5r0 250 250

630 130 760
0904000 P.4 Library Services 555 590 1,145

555 590 '1.145

1131 Ministry of
Sports Culture
and Arts

0905000 P.5 General Administration,
Plannino and Suooorl Seruices

312 23 335

31) IJ 335
Total 9,221 15,433 24,651 't00 .l50 250

9,32 1 15.583 24.904
0906000 P.1 Promotion of the Best

Labour Practice
389 235 624 r00 100

489 235 724
090i000 P.2 Manpower Developmenl,

Employmenl and Productivity
Manaoernenl

633 904 t50 150

633 421 1,054

0908000 P.3 Social Development and
Children Services

2,641 842 3.483

2.641 842 3.483
P.4 National Social SaFety Nel 5,067 14,070 19,137

5.067 14,070 19.137

1141 Ministry of
Labour Social
Security and

Services

09't0000 P.5 General Administration
Plannino and Suooorl Services

49'l IJ 506

491 t5 506
Total 1,973 89,108 91,081

1.973 89-108 91,081
021 1 000 P.1 General Administration

Plannino and Suoood Scruices
289 300 589

289 300 589
0212000 P.2 Power Generation 741 26,950 27,691

741 25.9s0 27.691
021 3000 P.3 Power Transmission and

Distribution
766 59,073 59,839

766 59,073 59.839
P.4 Allernative Energy Tech-
nolooies

157 827 984

tJ/ 827 984

1151 Ministry of
Energy and

Petroleum

P.5 Exploration and oistribu-
tion of Oil and Gas

20 1,958 1,978

20 1 978
Total i,199 16,127 23,326

7.199 16.127 23.326
01 07000 P.1 General Administration

Plannino and Suooort Services
1,307 1,900 3,207

1.307 1,900 J.IUI
P.2 Crop Development and

Manaoement
5,715 14,227 19,942

5,71 5 14.227

1 161 State Deparl-
ment lor
Agriculture

0109000 P.3 Agribusiness and lnforma.
tion Manaqement

177 177

177 177
Total 1,968 4,868 6,836

1.968 4.868 6,836

1 162 State Depart-

ment for

Livestock 0r 12000 P,6 Liveslock Resources
Managemenl and Develop-
ment

1.968 4,868 6,836

1,968 4,868 6,836

1,576 3,119 4,695

3,119 4.695

1 163 Stale Depa(.
ment for
Fishcries 01 1 1000

Total

P.5 Fisheries Development
and Manaoemenl

1,576 3,119 4,695

3119 4,695
2,487 5,26 1 7,t18

I

1.576

5,26 1 7.748
0301 000

0302000

6.845

Minisky of
lndustrialization

and [:nlreprise

i)u!ui0plirdr)t

Total

P1 Adminiskalion cnq509

r tdlt aild

P.2 lndustrial Developmenl 1 144 5,101 6,845
lnveslmenls 7A4 5,101

xffiqrM!.qlrts@M%
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SCHEDULE 1: PROPOSED CEItINGS FOR SPENDING AGENCIES mill
Revised CellinqsDraft Ceilinos lncrementslReductionsVote Proqrammes

Total Curent Caoital TotalCurrent Caoital Total Current CapitalNumber 0etails Number

394234 160
0304000 P.4 Cooperative Development

end Maneoemenl

234 160 394

3.267 5,950
2,583 3,267 s,950

2,683
Total

2.3371.246 1,091
0306000 P.2 Tourism Development and

Promotion
1,246 1,091 2,337

809 455 1,264
809 455 1,2640307000 P.3 Trade Development and

Promotion

6?8 1.721 2.349
1.721 2,349

1181 State Depart-

ment lor
Commerce and

Tourism

0308000 P.4 General Adminislration,

Plennino and SuDDort Services

628

'1.663

,l,663

1.598 65
Total 1,598 65

1.5631.598 b5
1,598 65 1,663

1 182 Stats Depart-

ment for East
African Affairs 0305000 P.1 East African Affairs and

Reoional lnteqralion

760 1,215 1,975
760 1,215 1,975Total

341 100 441
100 4411007000 P.1 General Adminisuauon

Plannino and Suooort Services

341

406 614
6't4

208
1008000 P.2 Resources Surveys and

Remole Sensino

208 406

9202\1 709
211 709 920

1 191 Ministry of
Mining

1009000 P.3 Mineral Resources Man-

aqement

!.50s4.011 {91
4,01I 194 4,505Total

1.558 45 1,603
45 1,6030606000 P.'1 Legal Servlces 1,558

140 1.915
1,916

1.776
1,776 1400607000 P.2 Governance, Legal Train-

Affalrs

671 309 986
309 9860609000 P.4 General Administration,

Planning and Support Servic-
es

htt

1251 oflice of the

Attorney

General and

Department of
Justice

/t.449 17.309
17,309

12,860
Total 12,860 4,449

17.30912.860 4,449
12.860 4,449 1 7,309

1261 The Judiciary

061 0000 P,1 Dispensation of Justice

2.7912.69,| 100
2,591 100 2,791Total

2.691 100 2,791
100 2,791061 1000 P.1 Ethics and Anti-Corruption 2,691

1271 Ethics and Anti-

Corruption
Commission

23.8d6 23,846
23,846Total 23,846

23 846 23.845
23,846P.'1 National Security Intelli-

oeoce

23,846

1281 National

lntelligeoce

Service 0804000

150 2.1031,953
1,953 150 2,1 03Total

2 1031.953 150
1,953 150 2,103

Omce of the
Direclor of
Public Prosecu-

tions
0612000 P.1 Public Prosecution Servic-

ES

1291

Total1301 Commission for

the lmplemen-

tation of the

Constitution

06t 3000 P.1 lmplementation of the

Constitution

507 507
507 507Total

507 507
5070614000 P. 1 Registration, Regulation

and Fundino of Political Parties
507

'1311 Oflice of the

Registrar of
Political Parties

360
360

360
Total 360

360360
350 360

1 321 Witness Pro.

tection Agency

061 5000 P.l Witness Protection

454 454
454 454Total

454 454
4540616000 P.1 Protection and Promotion

of Human Riohts

454

2011 Kenya National

Human Rights

Commission

300 1.08'l
(300) (300)

781
Total 1,081 300 1,381

(527)

300 250 550
827 250 1,077 (s27)01 1 3000 P. 1 General Administration.

Plannino and Suooort Services

164
164

164
P.13 Land Administration and 164

40 50 90
40 50P. 1 4 National Land Manage-

ment lnformation Svstem

277

g0

50 227 227

277
50

2021 National Land

C,ommission

P. 15 Land oisputes and

Conflict Manaoement

19.321 103 19,424
19,32'l 103 19,421Total

19 321 103 19.424
19,424P.1 Management of Electoral

Processes

19,321 103061 7000

061 8000 P.2 Delimitation of electoral

boundaries

2031 lndependenl
Electoral and

Boundaries

Commission

'13.458
1.200

10,2 58 3,200
9,058 3,2002041 Parliamentary

Service Com-

Total 12,258 1,200

i-iltisuil LCliit'rritrcc ii.epol't (;ii ilri l-lllilgul :'i;ircl S'.ut,;itici',r" ari.i lilc Dubt l,illl;-lgurlleiiL StLa'.i:g1' 21



SCHEDULE 1: PROPOSED CEItINGS FOR SPENDING AGENCIES (Ksh mlllions)
Vote Proqrammes Draft Ceilinos RoYIsed CGllinos

Number Details Number Details Cunent CaDital Total Curenl CaDital Total Current CeDltal Total
mrssr0n 0721000 P,1 National Legislation,

ReDresentation and Oversiohl

0722000 P.2 Senate Affairs 5.332 5,332 1,200 1.200 6 532 6,532
0723000 P.3 General Administration,

Plannlno and Silooorl Services
3,726 3,200 6,926

3.726 3.200 6.925
2042 The National

Assembly
Total 15,448 15,148 500 500

15.918 15.s48
0721 000 P.1 National Legisletion,

Reoresentalion and Oversioht
1 5,448 15,448 500 500

1 5.948 15 q48

2051 Judical Service

Commission
Total 450 450

450 450
061 9000 P. l General Adminis[ation,

Planning and Support Servic.
es

450 450

450 450

2061 The Commis.

sion on Reve-
nue Allocation

Total 341 34't

341 341
0724000 P. 1 lnter-Governmenlal Reve-

nue and Financiai Matters
341 341

341 341
2071 Public Service

Commission
Total 1,114 50 1,1 64

1.114 50 t_1 6d
0725000 P. l General Administralion,

Plannino and Suooort Services
805 50 855

805 50 855
0726000 P.2 Human Resource man-

aoement and Oeveloomenl
187 't87

187 187
0727000 P.3 Governance and Natjonal

Values
122 122

122 122
208 1 Salaries and

Remunaration

Commission

Total 543 543

543 543
0728000 P.1 Salaries and Remunera-

tion Manaqement
543 543

543 543
2091 Teachers

Service Com.
mission

Total r 86,541 100 186,641 4,650 4,650
191.194 100 19'l,294

0509000 P.1 Teaher Resource Man-

aqement
181,204 1 81,204 4,550 4,550

185 754 185.754
0510000 P.2 Governance and Stan.

dards
199 r99

199 too
051 1 000 P.3 General Administralion,

Plannino and Suooort Services
5,141 r00 5,241 100 100

5 241 100 5.341
2101 National Police

Service Com-

mission

Total 430 430

/130 430
0620000 P.1 National Police Service

Human Resource Manage-
ment

430 430

430 430

2111 Audilor General Total 3,8s0 300 4,150

3.850 300 4.150
0729000 P.'1 Audit Services 3,850 300 4,'150

3.850 300 4.150
2121 Controller of

Budget
Total 573 573

573 573
0730000 P.1 Control and Management

of Public finances

E7a 573

573 5/J
2131 The Commis-

sion on Admin-
istrative Justice

Total 474 474

474 471
0731 000 P.1 Promotion of Administra-

tive Juslice
474 474

474 474
2141 National

Gender and

Equality Com-
mission

Total 307 307 151 151

d58 458
0621000 P.1 Promotion of Gender

Equality and Freedom [rom
Discrimination

307 307 151 151

458 458

2151 lndependent
Police Over-
sight Aulhority

Total 416 416

4't6 416
0622000 P.1 Policing Oversight Servic-

es

416 416

416 416
Total Ministerial, Department and Agencies Expenditures

832.841 656,670 I.489.51 1

8,001 849 8,8s0 840,842 657,519 1,498,361
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SCHEDULE 2: CRITICAL AREAS THAT ARE UNFUNDED (KSh M|IIiONS)

Vote Programmes

Additional Requests

Details of additional re-
quests

Number Details Number Details Current Capital Total

1041 Ministry of
Defence

Total 54,270 54,27O

0801 000 P.1 Defence 54,270 54,270 54.27 billion for morderni-
zationprogramme

1 051 Ministry of

Foreign Affairs
and lnterna-
tional Trade

Total 12,000 12,000

071 5000 P.2 Foreign
Relation and

Diplomacy

12,000 12,000 12 billion for additional
personnel and facilities for
foreign missions abroad

1 061 State Depart-

ment for Edu-
cation

Total 500 500

0502000 P.2 Secondary
Education

500 s00 500 million for deconges-

tion and refurbishment of
National Schools (This is

Phase 1 covering 25

schools)

1062 State Depart-
ment of
Science and

Technology

Total 3,000 3,000

0505000 P.5 Technical
Vocational Edu

cation and

Training

3,000 3,ooo 3 billion for equipping of
60 Technical Training lnsti-
tutes which are near com-
pletion

1081 1081 Ministry

of Health

Total 30 1,000 1,030

040 1 000 P.1 Preventive

& Promotive
Health Services

30 30 30 million for operatlonali-
zation of Tobacco Control
Board

0402000 National Refer-
ral and Specia-
lized Services

500 500 500 million for: expansion
of Government Chemist
(100 million); Phase l con-
struction of National Quali-
ty Control Laboratories
(100 million); Procurement
of Vaccines (300 million)

0403000 P.3 Health Re-

search and

Development

500 500 500 million for expansion

of KMTC campuses

1 0s1 State Depart-

ment for lnfra-
structure

Total 16,400 16,400

0202000 P.2 Road

Transport

16,400 16,400 16.4 billion for: pending

bills (KeNHA; KeRRA; KU-

RA)

1092 State Depa(-
ment for
Transport

Total 200 10,000 10,200

0204000 P.4 Marine
Transport

10,000 10,000

200

10 billion for first three
berths at Port of Lamu

( LAP PSET)

021 6000 P.7 Road Safety 200 NTSA for implementation
of road safety action plan
(200 million)

1 101 State Depart-

ment for Envi-

ronment and

NaturalRe-
SOUTCES

Total 4,000 4,970 8,970

1011000 P.2 Environ-

ment and Natu

ral Resources
Management

and Protection

4,000

4,970

4,000 4 billion for compensation
of victims of human-
wildlife conflict

1 005000 P.5 ln rated 4,970 4.97 billion for: KVDA to
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SCHEDULE 2: CRITICAL AREAS THAT ARE UNFUNDED (Ksh millions)
Vote Programmes

Additional Requests
Details of additional re-
quests

Number Details Number Details Current Capital Total
Regional De-

velopment
cater for expenditure
shortfalls (300 million);
TARDA for pending bills in
Kieni lrrigation Project
(200 million); ENSDA for
bamboo sector develop-
ment (1 billion); ENSDA

for leather factory project
(170 million); and RDAs

pending bills (3.3 billion)
1102 Ministry for

Water and

RegionalAu-
thorities

Total 8,750 8,750
1 004000 P.4 Water Re-

sources Man-
agement

8,150 8,150 8.15 billion for: GoKcon-

terpart funding of projects
(5 billion); Compensation
and resettlement of
people occupying dam
sites areas in Mwache and
Lower Nzoia (3 billion);
water storage and supplies
emergency interventions
(150 million)

P.3 lrrigation
and Land Rec-

lamation

600 600 600 million for small-scale
irrigation

1131 Ministry of
Sports Culture
and Arts

Total L,420 !,420
0901 000 P.1 Sports 1,300 1,300 1.3 billion for: Setting up of

Anti-Doping Agency of
Kenya (500 million); Logis-

tical support for athletes
and officials in the 2016

Summer Olympics in Brazil
(800 million)

0902000 P.2 Culture L20 1,20 120 million for personnel
emoluments in the New
State Department for Cul-
ture and Arts

1141 Ministry of
Labour Social

Security and

Services

Total 924 924
0907000 P.2 Manpower

Development,
Employment
and Productivity
Manaqement

734

190

734 734 million for establish-
ment of National Employ-
ment Authority

0908000 P.3 SocialDe-
velopment and

Children Ser-

vices

190 190 million for Productivi-
ty, lmprovement, Mea-

surements and Promotion

1162 State Depart-

ment for Lives-

tock

Total 700 700
P.6 Livestock
Resources

Management
and Develop-

iirenl

State Depart-

0'1 12000 700

50

700 500 million for KMC Mor-
denization; 100 million for
KEVEVAPI; 100 million for
Disease Free Zone

1 163 Total 1_09
._____i

I

l
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SCHEDULE 2: CRITICAL AREAS THAT ARE UNFUNDED (l(sh millions)

Vote Programmes
Additional Requests

Details of additional re

u ests

Number Details Number Details Current Capital Total

ment for Fishe-

ries

01 '1 1000 P.5 Fisheries

Development

and Manage-

ment

50 50 100 50 million for operationali-
zation of fisheries bill (es-

tablishment of Kenya Fi-

sheries Services, Fisheries

Advisory Council and Fish

M arketing AuthoritY); 50

million for completion of
fish quality laboratories

1 191 Ministry of
Mining

Total 786 2,000 2,786

1 008000 P.2 Resources
Surveys and

Remote Sens-
inq

2,000 2,ooo 2 billion for National Air-

borne Geophysical Survey

1 009000 P.3 Mineral

Resources
Management

786 786 786 f or various expendi-
ture shortfalls

1261 The Judiciary Total 500 500 1,000

061 0000 P.1 Dispensa-

tion of Justice

s00 500 1,000 500 million for recurrent
expenditure; 500 million
for development expendi-

tu re

1281 National lntelli-
gence Service

Total 5,400 5,400

0804000 P.1 National
Security lntelli-
qence

5,400 5,400 5.4 billion for moderniza-
tion programme

2041 Parliamentary

Service Com-
mission

Total 1,000 1,000

0723000 P.3 General

Administration,
Planning and

Support Servic-

CS

r",000 1,000 1 billion for purchase of
land for CPST

2091 Teachers Ser-
vice Commis-
sion

Total 3,150 3,150

0509000 P.1 Teacher
Resource Man-

agemenI

3 1 50 3 7 50 1.35 billion for recruitment
of additional teachers; and

1.8 billion for promotion of
teachers in various cardes

2111 Auditor Gener-

al

Total 7,270 t,z7o

0729000

48,870

!,270 1.27 billion for: Personnel

Emoluments (449.6 mil-
lion); domestic travel (82

million); purchase of mo-
tor vehicle (100 million);
ICT (184.02 million); ren-
tals oI assets (74.42 mil'
lion); outsourcing of audits
(180 million); car loans
(200 million)

P.1 Audit Ser

vices

1,270

Total Additional for Critical Areas 84,000 732,87O

l,i1is(lrr (,tigirurttcc i(clttlrL orr rire iiLrtlgtcL i't,iie l l>tit'turrrurii .rrrti i.irt' l)e [lt iri.trr.l:'.cilr,.,iri- frti2tttgr' ; i



MINUTES OF THE z4]'HSITTING OF THE LIAISON COMMITTEE HELD ON THURSDAY
3RD MARCH,?,076IN ROOM 9, MAIN PARLIAMENT BUILDIN GS AT 9:00 AM

PRESENT

Hon. (Dr.J Ioyce Laboso, Mp
Hon. Moses Cheboi, Mp
Hon. Asman Kamama, MP
Hon. Adan Nooru, MP

Hon. Amina Abdalla, Mp

- Deputy Speaker/ Chairperson
- Vice Chairperson/Member of the Speaker,s panel

L.
2

3.

4..

5.

6.

7.

B.

9.

I-lon. Janet Nangabo Wanyama, Mp
Hon. Ndung'u Gethenji, Mp
Hon. David Were, MP
I-lon. [Dr.J Rachael Nyamai, Mp

10. I{on. Maina l(amanda, Mp
11. Hon. Sabina Chege, Mp

ABSENT WITH APOLOGY
1. Hon. Adan l(eynan, Mp
Z. Hon. Benjamin Langat, Mp
3. FIon. Moses Lessonet, Mp
4. Hon. ]amlecl< I(amau, Mp
5. Hor-r. Florence l(ajuju, Mp
6. Hon. Samuel Chepl<ong'a, Mp
7. I-lon. William Cl-reptumo, Mp
B. Hon. Alex Mwiru, Mp
9. Hon. Nicolas Gumbo, Mp
10. Hon. Roselinda Soipan, Mp
1i.. Hon. Johnson Sal<aja, Mp
12. I-lon. Njoroge Baiya, Mp

IN ATTENDANCE

1. Ms. I']hyllis Mal<aLr - Director, parliamentary Budget office
2. Mr. Peter chemweno - Delruty [)irector, committee Services
3. Mr. Martin Masinde Deputy Director, Parliamentary BLrdget 0flice
4. Mr. Derrrris Mogare Clerl< Assistanl III
5. Mr. Benjamin Ngirnor. lriscal ArralysL
(t. Mr. Joseph Ndirangu Fiscal AnalysL
7. Mr. I)anson l(atchur.r-rbo - [;isr:atl Arralyst



9. Mr Vitalis Ndambul<i 0ffice Assistant

MIN. NO.23/201,6 - PRELIMINARIES

The Chairperson called the meeting to order at9.26 am and said a prayer. She then stated

that the agenda of the meeting was consideration and adoption of the Committee's Report

on the 20L6 Budget Policy Statement.

MIN. NO.z 4/2076 - CONSIDERATION AND ADOPTION OF THE REPORT ON TI{E

2016 BUDGET POLICY STATEMENT.

'fhe Committee considered the Report on the Budget Policy Statetnent and rhe Debt

Management Strategy for 2OL6/17 and the Medium'ferm and adopted the lollor'r'ing

changes to the ceilings as follows:

1. A reduction by IGh 1.0518 for the state department of Planning.

2. An increase by I(sh 100M for the state departmenf of edr"tcation.

3. Under the State Department of Science and Technology:

aJ An increase by t(sh l(sh 100M to the research, science, technology and

innovation program.

b) A reduction by l(sh 300M from the general administration, plantrirrg and

support services Program.
4. Under the MinistrY of Health:

a) An increase by I(sh 600M to the national referral and specialized services

program.
cJ A reduction by Ksh 100M frorn the general adtnitristration, planning and

suPPort senrices Program.
tr) A reducrion by l(sh 500M from the health policy, standards and regulations.

S. A6 increase by l(sh 300M to the Ministry of Lands, Housing and Urbarr Development

6. A reduction by l(sh 300M from the National Land commission.

7. An increase by 1.9508 to the Ministry 0f Sports, Culture And Arts.

B. A1 increase by 250M to the Ministry 0f Labour, Social Security And Services.

9. Au increas e by L.ZB to the Parliamentary Service Comtnission.

10. Ari increase by 500M to the National Assembly.

11. An increase by 4. 6508 to the'['eachers' Service Cotntnission.

tZ. An increase by 151-M to the National Gender And Eqrrali[y Comnlissiotr.

'['he Cornrnittee, thereafter, considet'ecl and adoptecl the tleport on t-hr-: [Sr,tclget l)olicy

Staternent ancl t6e Debt Managerlent Strategy, for 2016/L7 arrd [he MediLrrn'fertn altel'

?



being proposed and seconded by I-{on. David Were, Mp and I{on. Amina Abdalla, MP
respectively.

MrN. No.z 5 /2016 ADIOURNMENT

There being no
next meeting sh

other business, the Chairperson adjourned the meeting at 11:35 arn. .l'he

be convened on notice

Sign .

(Chairperson)

Date .....
1-) ll.

)J

-1



.. MINUTES OF TIIE 23RD SITTING OF T'IIE LIAISOF{ CONM{ITTEE HELD ON

WEDNESDAY 2ND MARCH, 2016 IN THE MINI CHAMBER, COTINTY IIALL,
. PARLIAMENT BTIILDINGS AT 3:OO PM.

PRESENT
1. Hon. (Dr.) Joyce Laboso, i\{P - Deputy Speaker/ Chairperson

2. Hon. AsmanKamama, 1VIP

3. Hon. Adan Nooru, MP
4. Hon. Amina Abdalla, MP
5. Hon. David Were, MP
6. Hon. (Dr.) Rachael Nyamai, MP

7. Hon. Johnson Sakaja, MP
8. Hon. MainaKamanda" MP
9. Hon. Alex Mwku, MP

10. Hon. Nicolas Gumbo, MP

11. Hon. RoselindaSoipan, MP

12. Hon. Sabina Chege, MP

ABSENT WITH APOLOGY
1. Hon. Moses Cheboi, MP - Vice Chairpersontr4ember of the Speaker's Panel

2. Hon. Adan Keynan, MP
3. I{on. Benjamin Langat, MP

4. Hon. Moses Lessonet, MP
5. Hon. JamleckKamau, MP

6. Hon. Florence Kajuju, IttF
7. Hon. Samuel Chepkong'a, MP

8. Hon. William Cheptumo, MP

9. Hon. NjorogeBaiya, MP

10. Hon. JanetNangaboWanyama, MP

11. Hon. Ndung'uGethenji, MP

IN ATTENDANCE

The National Treasury
1. Dr. Kamau Thugge, CBS

2. Dr. Geoffrey Mwau, EBS

3. Mr. Francis Anyona, OGW

4. Mr. Geoffi'ey Maiombe. HSC

5. Mr. Samuel Kiilu
6. Ms. Miriarn Musyoka

1. Ms. FelisterKivisi

- Principal Secretary / National 'lreasury

- Director GeneraV Budget Financial and Economic Affairs

- Director/ Budget Department

- Senior Assistant Accountant General

- Deputy Chief Econornist

- Economist I
-Ag. Director, Debt

1



National Assembly Secretariat.
i. Ms. Phyllis Makau Director, parliamentary Budget office,
2."M-r. Poter che-mweno .-,- ..Deputy Director; committee Seryices.,Li. :, ,,

3: ''llr.'Mar'tin Masinde .. , . . ,Deputy Director, parliamentary Budget offlrce
4. irzr", I)en.'''is Mosare - Clerk.Assista.nt. TTT

5, j Mr:Benj.'ariiin.Ngfunor i , -.,. . :Fis'cal Analyst -' ,.',: , ',

6. Mr. Joseph Ndirangu Fiscal Analyst
7. " Mr.. Danson Kachumbo . r- . : ,. Fiscal Analyst
8. Ms- Rehema Koecli . , . - Audio Recording Officer-,, i- !'. ..;,-:it,ii .'tll i....,r., :': r.{. ;- :.. i,.i ,,;

!., .l .

IvnN. NO.?2t?016, -. ERELTWNARIES

Thg, Charperqqp. ga,[fgd: Ihq. nreeting to order at 3.25 pm and said a prayer. She then welcorned a]l
those present to introduce themselves.

MIN. NO.2.3./2016,- C9MIRMATION OF MINUTES OF,TIIE PREVIOUS SITTING
" "_ 

: I ' it, .i!..,....i,r. ,. r

Confirmation of the-mi4utes of the previous sittings was deferred to the next meeting.

]VtrN. NO.24I2OI6 - 
. 
MEETING WITH TIIE NATIONAI TREASTIRY

The Chairperson stated that the meeting was a continuation of consutations on the proposals
rnade by departneental committees on re-allocation of funds within provided ceilings and
requests for additional funding.

After lengthy deliberations, it was resolved that: -
1. Requests for additional flurding, above the set 2016 BPS ceilings, be honoured to a total

of Ksh. 8.850 Billion as follows:-
a) Recruitment of 5,000 teachers (TSC) - IGh. 2.3508
b) Retired teachers amears ordered by the Supreme Court (TSC) - Ksh. 2.2B
c) Youth chernpionships (lr4inistry of Sports, Culture and Arts) - Ksh. 1.3B
d) Ministry of Lands ard l{ousing - Ifth. 1.3B (to be moved from within

the ceiling of tlie State Department of Interior)
e) National Assembly - Ksh. 0.5B

0 Parliarnentary Sen ice Corunission - Ksh.l.ZB

Requests fbr reallocations be declined since thc initial aliocations u,ere well justified.

2
lr

2



,' MlN. NO.25l2016

- - There being no other

meetmg was scheduled for March, 20t6 at 9.00 am.

Sign
(Chairperson)

) /I
Date

ADJOURNMENT

the Chairperson adjou:ned the meeting at 6:15 pm' The next

3



MINIJTES OF TFIE 2zND STTTING OF T'HE I,I,AISON COMMITTEE HELD ON TI.JESDAY X.ST

-. MARCH , 20'I-6 XN THE MINT CHAMtsER., COUNT'Y trtrAtr,L, PARLIAMENT' tsUILDINGS AT

9:00 AM.

PRESENT

t. Hon. (Dr.) [oyce Laboso, MP - Deputy Speaker/ chairperson

Z. Hon. Moses Cheboi, MP - Vice Chairperson/Member of the Speaker's Panel

3. Hon. Asman Kamama, MP

4. Hon. Adan Nooru, MP

5. Hon. Amina Abdalla, MP

6. Hon. David Were, MP

7. Hon. [Dr.J Rachael NYamai, MP

B. Hon. ]ohnson Sakaja, MP

9. Hon. Maina I(amanda, MP

10. Hon. Nelson Gaichuhie, MP

11. Hon. Adan l(eYnan, MP

12. Hon. Nicolas Gumbo, MP

13. Hon. Moses Lessonet, MP

14. Hon. Florence Kajuju, MP

15. Hon. Sabina Chege, MP

16. Hon. Jamleck I(amau, MP

ABSENT WITH APOLOGY

1. Hon. Benjamin Langat, MP

2. Hon. Samuel ChePkong'a, MP

3. I{on. William ChePtumo, MP

4. Hon. Njoroge BaiYa, MP

5. Hon, Alex Mwiru, MP

6. Hon. fanet Nangabo WanYama, MP

7. Hon. Roselinda SoiPan, MP

B. Hon, Ndung'u Gethenii, MP

IN ATTENDANCE

PARLIAMENTARY SERVICE COMMISSION

1. Mr. J.M NyegenYe

2. Mr. Justin Bundi

3. Dr. Wal<ah Odhiambo

4. Mr. Irutrgu I(igr-rndu

Clerk Senate/SecretarY PSC

Clerl<, National AssemblY

Ag, Director, Finance And Accounts

Ag. Depnty Director, Finance And Accouttts

1



1,. Mr. N,licah Cheserem Chairperson, Commission on Revenue Allocation
2. Ms. Fatuma Abdikadir - Vice Chairperson, CRA
3. Ms. Linet 0yugi - Director, CRA
4. Mr. George Ool<o CEO, CRA
5. Mr. I-I.H. Kimura - Commissioner, CRA

THE NATIONAL TREASURY
1. Mr. Henry Rotich, EGH - cabinet secretary / National Treasury
2. Dr. I(amau Thugge, cBS - principal Secretary / National Treasury
3' Dr' Geoffrey Mwau, EBS - Director General/ Buclget Financial and Ecopornic Affairs
4' Mr' Bernard Ndungu - Director General / Accounting Services & Quality Assurance
5. Mr. Francis Anyona, oGW - Director/ Budget Departnient
6. Mr. Geoffrey Malombe. I-lsc - Senior AssistantAccountant General
7. Mr. Samuel Kiilu - Deputy Chief Economist
B. Mr. John Njera - Senior Economist
9. Mr. Charles I(airu - Senior Economist
10. Ms. Miriam Musyol<a - Econornist I

l-1. Ms. Isabella Kogei - Finance Officer
12' Mr. Fred Owegi - Advisor- Intergovernmental Fiscal Relations.

L. Ms, Phyllis Mal<au - Director, parliamentary Budget office
2. Mr. Peter chemweno - Deputy Director, committee Services
3' Mr' Martin Masinde - Deputy Director, Parliamentary Budget Office
4. Mr. Nicholas Emejen - principal clerl< Assistant I
5. Mr. Dennis Mogare - Clerl< Assistant III
6. Mr. Benjamin Ngirnor - FiscalAnalyst
7. Mr. Joseph Ndirangu - Fiscal Analyst
8. Mr. Danson I(achurnbo - FiscalAnalyst
9, Ms, Rehema l(oech Audio Recording Officer
10. Mr. f ohn Mungai Audio Recording Officer
LL. Mr. Vitalis Nciarnbuki Office Assistant

MrN. NO,13/2016 - PITELIMINARTES

fhe ClrairPerson called the meeting Lo order at 9.ZB am ancl said a prayer. She tSen
welcorled all those present to mal<e a self-introduction.

2



MIhi. t{o.1+/20116 - COI\lF[R.MAT[Oht OF MtrN[iTES OF T'F[E PREVIOUS S[l['TllNG

Confirmation of the minutes of the previous sittings was deferred to the t-rext meeting'

MIN. I{0.tr- 5 2on6 - MEETING WITH THE PAR.I IAMENT.AR.Y SER'VICE COMMXSSION

The chairperson stated that the meeting was convened to address the matters of the

ceili,gs of the parliamentary Service commission in the 2016 Budget Policy Statement' She

then invited Mr. J.M Nyegenye, Clerl< Senate/Secretary PSC, to mal<e his presentation' in his

presentation, lte stated that:

L. TIre Public Finance Management Act, 20L2 provides Parliament with two votes' vote

ZO41 for the pariiamentary Service Cornmission (which covers the Settate,

parliamentary )oint service ancl the centre for Parliarmentary Studies and rraining)

and vote Z141which covers the recurrent expenditr-rre of the National Assembly'

Z. Tlre 2016 BpS had provided inaclequate ceilings for both vote 204L and 2042' l-le

observecl that the BpS providccl for l(sh 9.058 Billion under vote 204L for the

Parliarnentary Service commission for financial year 2016/20t7 cotnpared to Ksh

B.gz0 Billion in 20L512016. The slight increase of l(sh' 138 Million was on

account of compeusation to employees' The development budget had a ceiling of

Ksh 3.2 Billion in vote 2O4t IPSCJ reflecting no increase,

3. Tlre BpS, ZOLlhad provicled for a ceiling of l(sh. L5.4'+S Billion in vote 2042 forthe

National Asser:rbly in finaucial )'"at zot6ltT cornpared to l(sh' L5'L57 Billion in

financial year 2015 /1,6.The slight incremeut of Ksh. 291 Milliol) was on account of

an adjustment it-t colnpellsation to employees under vote 2041'

4. The ceilings were inadequate in view of the expenditure trends already incurred

under the two votes. Further, the 20L6 BPS had not factored in the following:

a) The monitoring ancl evaluation funcl of the senate which was being projected

to cost abor:t l{sh 1 Billiott'
b) In financial year ZO1,7ltB ceilings, an acljustureutueeds to be incot'porated to

cover the car grants for iiewly electecl members of the 12th parliament' This

was expected. to cost I(sh. 1.75 Billiotl ttncler vote 2042 and l(sh' 340

Million under vote 2041''

5. On recurrent expenditure performance:

a)Vote2041wit]ranappropriatedbtrclgetoi'I(slr.8.9ZoI]illionlradbeen
utilized to an amonnt of I(sh. 5.7 Bilion $a%fi as at 29th February, 2016'

bJ Vote ZO4Z withar buclgetzrry provision of l(shL5.2 Billion had expenclecl

l(sh. 8. 5 llilli o n re p res enti ng S (tolt o f voted llrovisious'

cj lixpenditure trends incliczrte tltat clornestic and foreigrr travel exllet-rcliture

items \ /ere greatly constrair-iecl an inciiczrtiot-i that the l:uclgetary provision

aJ



was inadequate hence the need for additional funding to bridge the deficit,
Travel was a core activity to fulfil parliament's mandate.

6. The PSC was seel<ing an upward adjustment of the BPS ceiling for the respective
votes as follows:

Vote BPS Ceiling
I(sh [BillionJ

PSC Request
I(sh fBillion]

Increment
Ksh [Billionl

]ustification

Vote2041"

IPSC)

9.058 L1.25B )) l-B for Senate
M&E program,
200 M for
general
operations
especially local
and foreign
travel for
Iegislative
oversight and
1B for purchase
and
development of
CPST land.

Vote 2042

tN/A)
15.448 15.948 0.5 To fund general

operations
especially Iocal
and foreign
travel for
legislative
oversight

MEMBERS CO NCERNS/O BSERVATIONS

Members expressed the following concerns/observations, trrat:

1.. The development expenditure was too high and it was lil<ely tliat parliament may
not have the capacity to absorb.

2. J'here L Billion meant for senate's M&E llrogl'am was unjurstifiable as the senate was
funded for its regular oversight functions just lil<e the National Assembly. 'l'her-e rvas
tllerefore need to atllocate the 1 Billion to productive sectors of the economy.

3. The lllillion meant for lancl and its development for CPST'was not justifiable in
terms of value/ benefits that zrre likely to accrue to parliament from the Centre.

+. I-low could PSC justify the recluest [or increasecl allocatior.r to domestic and for-eign
travel in light of the ltresidential directive cr-rrLailing the sante as an austerity
ntcasure?

4



CI,ERK SENATE/SECR.ET'AR.Y PSC,S RESPO NSE

In response to the Member's concerns, Mr. J.M Nyegenye stated that:

1. with regard to the high development vote, parliament had an ambition of creating a

parliamentary square and was tirerefore purchasing buildings around parliament

and renovating them for use. Equally, there was a modern office block under

construction. All these led to the high allocation to the development vote' However'

he noted that once the transition phase comes to an end' the vote shall reduce

drasticallY.

2, The 1 Billion for purchase and clevelopment of CPST land was value for money as

the institution, once it operates optimally shall save parliament funds in terms of

travel and accommodation of staff on training. The institution was also positioning

itself to play the role of a premier training institution on parliamentary affairs'

nationally, regionally and for county assemblies' The current premises were on a

residential area and not ideal for a training facility.

3. The domestic and foreign travel was severely limitecl yet it formed a core function in

parliament as travel was at the centre of oversight. Travel was therefore essential in

parliament's operations, There was therefore need to increase the allocation'

He finally stated that the requests made to the committee represented the bare minimum

PSC could request.

MrN. NO,t6/ZOt6

After introductions, the committee chairperson welcomed the chairperson' cRA to make

his presentation. In his presentation, Mr, Micah cheserem, chairperson' commission on

Revenue Allocation stated that

1. The CRA recomElendation ou the equitable share to county governments for

financial year 20161L7 of Ksli. 332 billion was equivalent to 35 Vo of the latest

audited accounts for financial year Z0L3 /14,equivalent to 936 billion' However' this

was equivalent to 24o/o of the projected sl-rareable revellue for financial year

2Ot6/1"7 estimated at Ksh' L,397 billion'

z. Recommendation on the equitable share to county governments is iilustrated

below:

MEETING WITH THE COMMISSION ON REVENUE

ALLOCATION

5



N0. IT'EIVI 201s/L6 (KSH M) 20x6/77 (KsH M)

1 Latest Audited Accounts 201.2/1.3 201.3/1,4

2 Sharable Revenue
AccountsJ

(Audited 776, B5B g3 5,653

3 Equitable Share (Baseline) 259,775 259,775

4 Adjust by 3 year average
revenue growtli of 15.09o/o

39,200

tr Add allocation to county roads 27,790

6 Add allocation for
participation

public 5,000

7 Total equitable share to
counties

259,775 33L,765

B Percentage share to counties 33.440/o 35.460/0

3. otl Allocation for County Roads - Allocation to county governments for construrction
and rehabilitation of couuty roads is grossly underfunded. I(enya's current total
road networl< is 161,451' Kms. County governments have are in charge of a total of
120,LL2'6l(nrs of roads while the National government is in charge op 4.1,339 I(ms.
TIre Commission l'econlmencls that l{sh.27,790 rnillion curreltly allocated to
other roads in the 2015/76 national governrnent budget be transferred to
courrties as equitable sltare for 2O16/IZ.

+. 0n Public Participation - The county governments need to be fundecl adequately in
order to set up the required structures to ensure effective citizen participation. All
counties have grossly underfunded public participation resulting in unnecessary
litigations' To streatnline public participation in counties, the comrnissiol
recomlnends that Ksh. 5 billion be allocated as part of the equitable share of
counties for 2016/77.

5. 0n Level Five Flospitals - These grants are rneant to benefit the 5ealt5 referral
hospitals whose catchurent area is beyond the boundaries of a specific cou6ty. For
tlris reasotl, a total of l(sh. 3,6oo million was seL zrsicle in FY20lSl16 to compensate
the ho.st counties and the funcls were shared based on the percentage beci
occupallcy ller hosPital irr 2014'. The cotntnission recolnmencls tliat the grant is

6



retained and he adiusted lry a gnowth nate of ]-5.09 pencent to Ksh. 4,1-43

rnillion.
6. 0n Free Maternal Ilealtlt Care - I-lealth care is largely a devolved function. As one of

the strategic intervention under ltealth care the counties had a total of IGh, 4,298

n-rillion for the FYZO|S/16. The grant was shared using a direct re-imbursement to

health providers based on percentage to contribution to total number of maternity

deliveries during the FY2013/14. T'he Commission recotnrnends that grant be

retained and adjusted by a growttr rate of'1"5.09 percent to I(sh. 4,947 million.

The rnoney should be shared based on county's percentage contributiotr to
total number of rnaternity cteliveries during the FY?o1.+/LS.

7. On Compensation of user fees forgone - The national government introduced this

colditional grant to compensate the counties for the revellue from the user fees

clrarged by health centers and dispensaries. During the financial year 201.5/16,tbe

national government set aside l(sh. 900 rnillion for this purpose. The National

Treasury used the annual consolidated facility outpatient attendance workload to

sl-rare the moriey to health centers and dispeusaries within the county. The

Commission recommends that the conditional allocation be retained and

adiusted by a growth rate of 1"5.09 percent to I{sh. L,036 rnillion' The

allocation will cornpensate counties for user fees forgotre and will be shat'e

among tlte counties for the same purpose and shared using anuual

consolidate d facility outpatient attendau ce worhlo ad.

g. On Leasing of l{ealth Care Equipment - The national government provided for a total

buclgetary allocation of l(sh.4,500 million in 2OL5/1,6 to facilitate the purchase of

rlodepr specialised health care ecluipment in at least two health facilities in each

county government. The Commission recomurends that the allocatiott be

retained anrl incleased by a growth rate of L5.09 percent to l(sh. 5|L79 rnilliott

for FY2016/17.
9. On Road Maintenancc Fuel Levy Funcl - The natiot'ral goverl-Illlent set aside Ksh. 3'3

billion in FYZ01.5 /1-6 for counties to r-ise to uraintain 90,000Kms of county roads.

Aclditio11al roacls, equivalent to 31-,1"13 I(ms have been transferred to county

governments by the Transition Autl-rority in 20t6.ln total, couuty governments are

in clrarge of 120,!L3l(rns of roads whereas the uational government will be in

clrarge of 4L,339l(ms of roads'

Sharing of money under tltis grant is based ou the apllroved revenue sharing

formula amoilg county governr.neuts. Dr-trit-rg ZUa/15, the i(enya Roads [Joard

received I(shs.31.7 billior-r as fuel levy.'l'he Comrnission reconltnencls I(sh.4',756

nrilliop, which is 15 percent of thc atnoullt collectetl iu 20L4/15 to be

zrllocated to colnty governrnents barsetl on the apllroved revenue shal'iug

f ormttl a erlnong coutrty g<lvcrlitrletrts,

l



9 0n Personnel Enloluments for county governments - County governments have
raised concerns based on the amount of resources they have spent on personnel
emoluments for staff for devolved functions and former Local Authorities. The
Commission recommends as a short term stop gap measure, to cushion counties
against high expenses on salaries as the results and implenrentation of the staff
rationalization programme are awaited. T'he cornmission
5'796 million to be sharecl propontionately based on
devolved staff.

10' On Construction of County I{eadqurarters - The Transition Authority carried out an
audit for all counties and identifiecl the headquarters and office sllace for each
county' During the transition lteriod, each county received a total of l(sh. 61.6
tlillion to refurbish and br-ry furniture, I-lowever, five counties clid not have
lieadquarters. These are: Tharal<a Nithi, Nyandarua, Isiolo, Lamu and Tana River. To
enable these coutrties cottstruct headquarters, the Commissiorl recommends a
conditional graut of I(sh. 4 billion to be sharecl equally among the five counties
as shown below:

11. On Establishment of County Emergency Fund - The pFM Act Section 110 (U
provides for the establishnrent of the County Emergency Fr.rncl to nranage urgent and
Ittrforeseeu expencliture ueeds at the county level. l'he County Emergency Funcl
consists of tnotries appropriated by the County Asserubly. The pFM Act Section 113
limits the withdrawal from the county Emergency Ftrncl to two percent of tlie total
auditecl coutt-tty government revenLle for the 1;revior-rs financial year. The
Cotnniissiolr rcconrttrencis that, lrzrsed on the equitable transf'er to courty
governlrletits foI' fitlancial yeal' 2015/16 amounting to l{sh. ZSg,TTS nrillio',

recommends IGhs.
the payroll of the

oo

No
Allocations
I(sh. Millions

:

L Tharal<a Nithi
800

2 Lamu
800

J Nyandarua 800

4.. Tana River 800

5 Isiolo 800

Total 4,000



two percemt translates to an Emergency Furmd of Ksh. 5,tr-96 n'lillion to be

shared proportionately using the county total revenues for Z0L4/LS.
1,2.On Rehabilitation of Village Polytechnics - Village polytechnics if well-equipped are

good centres of excellence to empower the youth with skills to generate

employment opportunities. The Cornmission recornmends that counfy
governments be allocated a conditional grant of Ksh. 6,300 million from the
national government share to build, equip and or renovate the village
polytechnics. The grant will be shared arnong all the counties based on the
approved revenue sharing formula.

l-3. The CRA had come up with the second formula, a basis for equitable sharing of
revel'rue among the county governments. The first formula was approved by the L0th

Parliament in November 20L2 and was used to share revellue for Finaucial Years

201.2/13;201.3/1.4;201.4/15 and, Z0t5/16. The second formula is as tabulated

below:

Parameter Current
Formula

CRA

Recornrnendatiou
Senate Committee
&COG

Recornrnendation

Population 45o/o 4.50/o 4'So/o

Basic Equal

Share

L5"/o LO"/o 25o/o

Poverty 2Oa/o lBo/o 20o/o

Land Area Bo/o Bo/o Boh

FiscaI

Responsibility
?o/o Zo/o Zo/o

Development
Factor

to/o

TO"I'AI, LOOo/o 7Ojolt LO0o/o

14. There were a lot of vested interests in coming up with a revenlte sl-raring formula

ermong county governmetrts licnce neecl to etrpowcr the CI{A to cletertt-rine the
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sharing formula. The seuate should only turn down the CRA reconlmendation if it
objects witlr a 2/3 majority.

MEMBERS CONCERNS/ OBSERVATIONS

Members expressed the following concerns/ observations

1. There was need to evaluate the social impact of the utilization of the funds allocated
to counties instead of focusing on just increment of the allocations.

2. There was no clarity on the utilization of funds on public participation allocated to
counties in the previous finat-rcial year. The current allocation may therefore not be
justifiable.

3' There was an over emphasis on allocation of nationally generated resources to
counties atthe expense ofeucouraging revenue generation at the counties.

4. The Cout'tty Emergency Fr-rnd could be allocated from the share of resources for
county governments instead of an allocation from the national level.

5. TIte reconrmendations by the CRA may not be realistic in Iight of the clismal
performance of the economy and challenges experienced in raising revenrre by the
national government.

6. There was need to explain the rationale for growing the allocation for leasing of
nredical care equipment at the rate of 15.09 percent to Ksh. 5,1.79 million for
FY2016/17 and the allocation for construction of county headquarters.

7. CRA was expected to mal<e recommendations on proper financial management at
both levels of goverutnent. It seems to be ignoring this vital function.

B. Most conditional allocatious o counties were in the health sector but the funds were
reported not to reach the intended facilities.

9. There was need to use indicators lil<e the I-luman development lndex not indicators
lil<e poverty levels and population in allocation of revenues among counties. T[e
formula too needs to flactor in revenue generation to encourage counties to compete
on that front and hence instill fiscal responsibility.

CRA CHAIRPERSON'S RESPONSE

In his response to the above collcerns, Mr. Micah Cheserern, Chairperson, Comrnission on
Revenue Allocation stated as follows:

L. The leasirtg of medical care eqr.ripment contract was based on foreign clrrrency
heuce the growth of the allocation at thc rate of 15.09 llercentwas meant to provicle
for the falling shilling.

2. There was wastage noted in operations of cclunties but equally a lot of progress hacl

been tnade. 'f he solution to misappropriation of funds lay in proper fr-rnding of, the
oflfice of the ALrclitor Gencral to curb thc same.
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3. The CRA cannot ring fence funds meant for health purposes' However proper

oversight through county assembliqs could ensure funds were utilized for intended

functions.
4. The CRA was helping counties to increase their revenue generation through

supporting automation of revenue collection for instance in Kericho, I(iambu,

Nakuru and Machakos.

5. On financial management, the CRA had advised against both local and foreign travel

at both Ievels of government. It had also decried the higl'r number of nominated

women MCAs and urged for other ways of meeting the gender requirements of the

constitution be sought to avoid crippling the economy'

6. The 5 Billion County Emergency Fund proposed was seed money and shall not be a

perpetr-ral allocation to counties.

He finally stated that the bare minimum in terms of sharable revenue should remain at

33% [The percentage that was used in the 2015/1'6 financial yearJ'

MIN. NO.17 /ZOL6 MEETING WITH THE CABINET SECRETARY, NATIONAL

TREASURV

After introductions, the Committee Chairperson welcomed the Cabinet Secretary, National

Treasury to mal<e his presentation. In his presentation, Mr, Henry Rotich, the Cabinet

Secretary, National Treasury stated that:

1. The 201,6 BpS re-ernphasises the implemeutation of economic policies and

structural reforms which revolve around the Economic Transformation Agenda,

namely;
a) creating a conducive business environment for job creation;

b] investing in sectoral transformation to ensure broad based and sustainable

economic growth;

cJ investing in infrastructure in areas such as transport, logistics, energy aud

water;
d) investing in quality anci accessible health care services and quality education

as well as strelgthening the social safety net to reduce the burden on

householcls ancl promote shared prosperity; ar-rd

eJ Consolidating tl-re gains made in devolution'

Z. On Recent Economic Developments and Outlool< in FY2016 /1'7 he stated that:

a) On Econonic growth, I(enya's n-lacroeconomic performance remains broadly

stable i. the face of the global economic slowdown. Econotlic growtll

expa.ded by 5.3 percent in 201-4., In the third qr"rarter of 2015, the economy

grew by 5.8 irercent, an improvement frour a growth of 5.0 in QLiarter L and

5,6 percent i1 euarter '2 of 201.5. hi 2.015, real GDP is estiuratecl at 5'6
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percent and 6.0 percent in 201,6 before increasing to 6,5 percent in the
medium term.

b) 0n Inflation, Month on month overall inflation increased to 8.01 percent in
December 2015 from 7.3 percent in September slightly above the upper
target of 7 .5 percent largely due to increases in food prices.

c) On Exchange Rate, The exchange rate of I(enya Shilling against major
currencies had remained stable. This is despite the rise in U.S. interest rates,
impact of the slowdown of growth in China, and volatility in other global
financial marl<ets,

d) 0n Foreign Exchange Reserves, The reserves of Central bank increased to 4.5
months of import cover.

e) On Fiscal Policy, Aims at supporting that rapid and inclusive economic
growth, ensuring sustainable debt position and at the same time supporting
the devolved system of Governrnent for effective delivery of services

3. 0n Fiscal Performance, July - December z}].s he stated trrat:
a] Budget implemetrtation during the FY2015/16 started off on a low pace.

Underperforrtallce of the reverlues and borrowing delayed the disbursement
of funds to the MDAs atrd Counties. Since the cornmencernent of the current
financial year, the treasury had received requests for adclitional funding
amounting to over I(Sh.130.2 billion. These additional requests include
expenditures to support salary shortfalls, security operations, cushion
affected households from the impact oi El Nino rains, ancl outstanding
payments for completed projects arnong others.

4. The following criterion was used in apportionillg resources in the BpS prograrnmes:
Mandatory expenditures, On-going projects, Counterpart funds anci Strategic policy
interventions.

5. If nlore resoLlrces were to be realized, the following priority areas will be
considered for additional resout'ces: The five thematic areas of the transformative
agenda; Interventiotts identified by stal<eholders during public consultatio6s;
Implementation of any outstanding priorities not accommodated within the
baselitie ceilings issued to MDAs such as; Security operations including police and
Military Modernisation; Expansion of street lighting in urban areas ancl connecticln
of electricity in the rural areas; Irrigation programnle to ensure foocl secur.ity and
modernization of the sector and Youtli and women programmes.

6. 0n overview of FY 20L6/17 iludget: The budget targets revenue collection including
Appropriation-in-Aicl IAIAJ is 20.8% of GDP from a projection of 20.30/oof GDp in Fy
2015/16. While on expetrcliture Projectior.rs, FYZOL6/17, expenclitur-e ald net
lending is projected at 28.5o/o of GDP from the cstimated 29.60/o ol GDp in the
IrYz015/16. Recurretrt expetrditur-es rarill ar.nour.rt to 15.0% of Gl)t, compared witlr
15.4o/o of GDP in FY20i5/16. The rest (13.50/o ol the Gl)I,) will be the ceiling for-
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developmer-rt expenditr-rres inclucling foreign financed projects, On overall cleficit

and financing, the overall fiscal balauce excluding grants, is proiectedatT'7o/o of the

GDP in FYZO1,6l17 compared with 9.2o/o of GDP in FY2015/16.

0n resources to support county Governments ire stated that:

a) To arrive at County Governments'equitable share of revenue for FY20t6/17,

the baseline equitable revenue share ailocation in FY2015 /1,6 was acljusted

by revenue growth factor of 7.Bo/o. Based on this adjustment, county

Governments'equitable share of revenue in IrY2016 /17 is estimated at I(Sh

280.3 billion.
b) In addition to the equitable share allocation, county Goveruments will in IrY

20L6/1.7, receive Ksh 22.L billion through various financing streams as

follows:
I(SIi 1-3.7 billion conciitional allocations relating to: free rnaternal

Irealtlrcare; leasirrg of rnedical eqr:ipment; compensation of user fees

foregone; and, I-evel 5 hospital grant'

I(sh 4.3 billion in the form o1'a conditional grant transferred from

the Roacl Maintet-rance Levy Fund IRMLF)'

I(sh 0.2 billion in tl're fonn of a Sltecial Purpose Grant supporting

strelgthenilg of access to emergency tnedical services in Latlu ancl

Ta,a River counties, which are vulnerable to security threats'

I(sh 3.9 billion frotl] proceeds of loans and grants from Developrnent

partners to finance cievoived iunctions withit-r speciiic col-itlties in

accordancewithtlresignediirrancirlgagreementloreach
Ioan/grant'

c) on Equalization Fund he statecl that l;uncls were set aside for the

Equalization Funcl of I(shs.6.0 Billion for the 2015/t6 financial year;

parliament airprovecl the Guidelines outhe Equalization Fund in 2015; The

Nationai Treasury hacl alreaciy appointed an Administrator of the Fund in

reaclinessfortlreconstitutionoftl.reFunclaclvisoryboard;theAdrnirristrator
hacl opened an Eqr.ralization Fut]d Account No' 1000183225 at tlie Central

Banl<ofKerrya;tl-reAdnrinistratorlrasalsoreceivedl(shs.340millionfrom
the amount budgeted for it-r tl're fiuancial year ZO!4lZO15; and the arrears oI

the Equalization Funcl shall be proviclecl for financial year 201'5116'

d) On Cour-rty Allocation of Rever-rr-ie Bill, 2016 lie statecl that tlie equitable share

of reve,ue and tl-re conclitional allocatior-rs are allocatecl amollg county

governments on the basis of tlie reverlue sharring fortlula approved by

Pariiametrt iu Novcrllber 2012'

e) on Meclium-'l'errll Debt MatragenletrL Strategy he stater.l that tlie

Governmest,s borrowing plar-i (both intet'ual ancl cxternal] ret-nains atrchorecl

1)IJ



iu the Medium Term Debt Strategy which aims at ensuring public debt
sustainability,

MEMBER',S CO NCERNS/OBSERVAT,IO NS

Members expressed the following concerns/observations:

7. How was I(enya fairing in terms of revenue to GDP ratio in the East Africa region?
2. There were a lot of stalled projects that amounted to wastage of public f,unds. T5e

National Treasury needed to prioritise such.
3' There was failure to meet revenue targets leading to clelays in excliequer releases.

The Natiortal Treasury or.rght to intervene and finci ways of mal<ing I(RA efficient.
4. Youth unemployment was a potential security threat yet despite the passage of t5e

National Employrnent Authority Bill, no provisions had been made for
operationalization of the same in the 2016 BpS,

5. There seetned to be an over eurphasis, in the 2016 BPS, on grand projects at the
expense of quick win projects with high social impact,

6. There was a major increase in the allocation to constitutional commissions from I(sh
189,066 M in the 2015/16 financial year to I(sh 20B, 763 in the 2016/ 17 financial
year.

7. The figure for laptops remained at I(sh 17, 5B0M yet the program had been chapgecl
to a digital literacy program, expected to cost less,

B. The Ieasing of medical equipment had been provided for adequately yet tl-re I(enya
Medical Training College which was supposed to provide the health professionals to
operate the equiprnent was grossly underfuncled.

9. The government had failed to provide counterpart funding under the GAVI vaccines
initiative leading to the country losing out on the same.

10. The l<ey Lamu Port-Soutli Sudan-Ethiopia- Transport II,APSSETJ corricior project
was not allocated resources in the BpS.

l-l-' There had been recolnmendations that the construction of houses for the police ancl
prisotls officers shor-tld be domiciled in the Ministry of Intelio; atrcl Coor-dination of
National Government. The same had beeri ignored over time.

1-2. Tlte establishment of a forensic laboratory, funds for recruitrnent of police reservists
and medical cover for tlte police where l<ey aspects not provicled for in the 2016
BPS,

RESPONSE BY TI{E CABINET SECITETARY, NATIONAI, TREASURY

In his response, Cabinet Secretary stated that:

1. 'l'ire ratio of revctrues to GDP stood aL 20-21-o/o of GDP compared to counties in the
region that range bl,ween 14-1\o/o.

t4



2. The policy on stalled projects was to ensure that iircomplete ories are completed

before embarl<ing on new projects. But thre was a challenge as spending agencies

started new ones in response to public participation.
3. KRA reforms were in top gear to address largely admninsitrative challeges in order

to spur the agency to efficiency. Relevant legislations had already been put in place

and a law on income tax was in the pipeline,
4. The National Employment Authority shall be given support when re-allocatiorls are

made in response to proposals frorn the BPS.

5. The governmeut was stril<ing a balance between long ternm capital projects and

quick win, high social impact projects.

6. The allocation for laptops remained at I(sh 17, 5B0M although it had been changed

to a digital Iiteracy program because it was an initial investment after which the

amount shall reduce drastically.
7. The l(enya Medical Training College was a key inistitutiot-r and iucreased funding to

the inistitution was under consideration. The Managed Equipment Service too had a

training component in its contract.
B. 0n vaccnines, he indicated that the trend was to replace donor support witli local

funding in line with l<enya's middle income status.

9. On the LAPPSET project, Treasury had asked the line Ministry to release funds from
roads to reallocate to the project.

10. 0n the national debt, he stated that it was thus far manageable as eviclent from

independent assessors lii<e the IMF nad the Wcrid Bank,

11. On recornmendations tl-rat the constructiou of houses for the poiice and prisous

officers should be dorniciled in the Ministry of Interior and Coordinatior-i of National
Governrnent, he noted that that was not the core busiriess of the ministry. The same

was best done by the rninistry in charge of housing.

12. On establishment of a forensic laboratory, funds for recruitment of police reservists

and medical cover for tl-re police he stated that the forensic lab rvas crucial and shall

continue to be funded; l(sh 5 B had been set aside for trredical cover for tlie police

and I(sli 600 M l-rad allocated for recruitment of police reservists.

RESOLUTION

The Committee resolvecl to provicle the National T'reasury with a lisl of proposed re-

allocations and aciditional funcling sought by varior-rs sectors for consideratiotr before

holding a final consultative meeting on 2nd March, 201,6.
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- ADIOURNMENT

r business, the Chairperson adjourned the meeting at 3:05 pm. The

next meeting was eduled for 2nd Marc lt,Z0L6 at 3 pm,
4

Sign ........,.

MlN. N0,18/2A\6
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MINIJTES OF' THE ztr 
S SXT'TNNG OF' TF{tr LTATSOhI CGMMNTTtrE FIEI-D ON

. MONDAY Zy.TH FEBRUAR.V, 2T16 IN Ttr"IE MII{I CFIAN4EtrR, COUNT'Y [.[ALI.,
PARLIAMENT BUII-DINGS AT 2:30 PM.

PR.ESENT'

1. Itron. (Dr,) Joyce l-aboso, MF - Depr-rty Speaker/ Chairperson

2. [tron. Moses Cheboi, MF - Vice Chairperson/Member of tl:e Speaker's Panel

3. Hon. Asrnan I(aurarna, MP

4. Hon. Adan Nooru, MP

5. Hon. Amina Abdalla, MP
6. Hon. David Were, MP
7. Hon. Alex Mu,iru, MP
8. Hon. (Dr.) Rachael Nvamai, MP

9. Hon. Jolinson Sakaja. MP
i 0. I-Ion. Maina Kamanda, MP

,A.BSENT WITEI APOLOGY
l. Hon. Benjarnin Langat, MP

2. FIon. Sarnuei Chepkong'a, MP

3. Hon. Nicolas Gurnbo, MP
4. Hon. Moses Lessonet, MP
5. Hon. Florence Kajuju,lr4P
6. I-lon. Willianr Chepturno, MP
l. Hon. Nioroge Baiya, MP
8. Hon. Janet Nangabo Wanyama. I\4P

9. Hon. Roselinda Soipan. MP

10. Hon. Adan Keynan, MP

I l. Hon. Ndung'u Gethenji, MP

12. Hon. Sabina Chege, Ir4P

13. Hon.Jamleck Kamau, MP

NN ATT'trNDANCE

Office of The Auditcr General
1. N4r. Edu,ard Ouko

2. Mr'. Agnes C. it4ita

3. Mr. Challes M. lvlrvitari

4. Mr. Samuel M. It4LrchiLi

5. VIr. Leonard i\4ilgo

Auditor General

Deputy Auditor-Gen era!

Director, Fir:ance

lr4anager, Finance

It4anager



National Assembly Secretariat
l. Mr. Peter Chenrr.veno

2. Mr. Martin Masinde

3. Mr. Nicholas Enrejen

4. Mr'. Dennis Mogare

5. Mr. Berrjamin Nginior -

6. I\4r. .ioseph Ndilangu
7. Mr. Danson i(acltr-rmbo -

8. Ir4s. Rehenra I(oeclr

f . ir4r. John Mungai

Deputl, Director. Conrrtritlee Services

Depr"rty Director. Parliarnentary Br-rdget Office
Principal Clerk Assrstanl I

Clerk Assistant III
Fiscal Analyst

Fiscal Anall,st

Fiscal Analyst
Audio Recolding Offi cer'

r\udio Recording Offi cer

MIN. NO.1 i/2016 _ FIqET,TMINAITI],S

The Chairperson called the nreetin-s1 to ordcr at 2.50 pnr and said the prayer'. -the Chair
welcomed all those present to ilake a self-introdr-rction.

]\{IN. NO.i2120I6 - CONF''IIRMATION OF MINIJTES OF'' THtr PREVIOUS SITTING

Cortfir'ntatiort of tire rlinutes of the previous sittings rvas cieferred to the next meeting.

MIN. NO.13/20i6 - PITESEI\TATION BY Tl-iii AUDITOII GENEITAL ON ]'HE,2016
tsUDGET POLICY S'I ATiiMIiN'i'

Tlie Chairperson rvelcomed tl-re Ar-rditor General to rnal<e his presentation on the expenditure
ceilings of the office of the Ar.rclitor Gerieral as ]lroposed in the IIPS. ln his presentation. N4r.

Eciward Or-rko. the Auditor Genelal. infolnred the Conrrnittee that: -

(i) The Office of the Auditor-General u,as allocated Ksh. 3.850.000,000 for the Recnrrent
Budget and Ksh. :i00.000.000 foL the Developnrent Budget. 'fhis rvas against a budgetary
reqLrest of I(sli. 6.143.252.937 and Ksh. 2.110.000.000 for recul'l'eltt and developrnent
t'eSllect irre l1;.

(ii) Foliorving the under'-provrsion of resoulces at the sector lcvel. the Olllce of the Auditor'-
Ceneral will face a budgetary deficit arrountinc. to l(sh 4.103.i7i'4 u,hich rvilI r'esult intcr

thc lbllou,ing unluncled nra.ior areas:-

a) nlersonnel Enrolurnenfs - Kshs. 4.,t9.60N4

'['hc Saiaries artcl l(curunclatron (]onrurrssron rci,icr.rccl the salzirr, strLlcture o{'the Or\C
stall't-i'f'ecti'c l'' .rzlurrz.rrr,. 201(r'i'lrc ()l'llcc 1;iairs to r.ccruit 2ll0 ncr,i, aruciitors to llll thc

stai'f- r'lclicit. 'l'iris ntciilts tliat ihc i),:i':rt;rrnci i,.rlolrintcnts i--Lrcl1:cl ol' l(sh. :Z.l8i ,i2\4n

ar.rzircleci riill r-lr,.t irc enouc.li t<-r i;ar sLirij'saiuircs in iitc 'l()l6-i7 ilnanctarl 1,czrr in ritrs



Iegard. tlre office will requirt a furthel Ksh. 449.5 lr4 fbr ihe Pelsonrrel ErrolL,,enrs
budget of u'hich Kshs. 350 M is reqLrirecl to covel'the cleficit for the existirie sraff-.

b) Donrestic Tnavelling - Kshs. gLiv,i

The mandate of tlle OAG requires staf{'to travel extensively. Ther-efore. the Domestic
Travelling item is very core to the or.eanization. Due io the recent increase iri staff per
diems by SRC and the expected inct'ease in staff nuutbers, ihe dortrestic travellinq itenr's
budget is expected to rise frorn tlie clrrrent Ksh.291.24M to Ksh. 400.37 M. The 2Al6-
17 allocation stands at Ksh.318.37 occasioning a cleficit of I(shs. g2 M.

c) Purchase/tr ease of Motor Vehicles ancl Staff Car loans - Kstes. 300M

The mandate of the OAG recluires staff'to trarzei exteltsively. in this regarcl, availability of
vehicles is ver)' clucial to the office. The current fleet o1'r,ehicles ou,ned by the ol.fice is
trot adequate itr ensuring audits are carried out withir: the stipulated tinie periocls.
Irollou'ing the approval of Staff Cat' Loan scirenre by SRC, the office r,i,ishes to start a
policy rvltere staff use their own vehicles for official worlt aftel'rvhich they are traicl sor.pe
mileage allou,ance. 'fhis will sarre the office millioirs that rr,,ould have ctlier.u,ise been
used to purcltase vehicles. The Office u,ould therefore lequest fol ap additio,al Ksh. 300
M for this purpose.

d) Office l{.ent - Kshs. 74.4ZNn

The office etideavoLs to irarre its presence in the Counties as envisageci ip t5c
Collstitutiou- In tlie lotig tertn. the office piairs to coltsti'uct offices ai ever.y coll,tv. Tliere
'wiil tlierefot'e be treed to rent some coLurty offices befbre this vision is acliievecl. To thjs
end, tlre office is reqr-resting for the apploru al of a turtirer I(sir. 74.ti2 M.

e) Information amrx cornrmunicatiom Technology - Kshs. trglr.05m

Tire Office intetrds to coutinue to leverage on iCT in orclel to delivel op its ntanclate
despite the linrited resollrces. ICT r,vill be a nia.jor contponelt of tlre Office,s auciit
activities arld has budgeted Ksir. 3-50 million for ICT equipment, Sardvi,are a,cl solirvare.
This includes pr-rrchase oi 200 laptolts fbr ner.r, staff anci ieplacepiept 9f obsolete
computers.

Itt order to reduce papelwork and increase efficiencl,- the oiganiz-atiorr has investecl in the
CCII(}Teaml\4zite Auclit lr4anagenrent Solirvare ra,liich is clrielti1, beipg utilizecl at a

linlited level. Tirei'e are platis to enhance the covelage eruci iuo\/ij all t5e au6lit ce,ters
totryards Cotltputer Based Atrditrnq. The O1'fice leceived an alioczriion of [(slr. l(;(r.89rri
fbr this iteni czrusing a deficit of l(shs. l34.05nt.



0 Outsourcing of Audits

The Office of tlte Auditor-General continlres to encoLlnter operational limitations alid is

not able to perfonn all the upcortring ar-rdits on its ou,n artd will thr.rs fi'onr tiltre to titre

continue to eugage thild ltarties to perfolnr certain ar-rdit functions. These u'ill include

audit of CDF funds ancl other special audits that rla.v-. be assigned fronr tirne to tirne. In

this re_eard. the office has allocated Ksh.250 nrillion towards these audits. I-lowever. the

Office was allocated l(shs.TOm occasioning a deficit of Kslrs. 18Onr.

g) Staif Mortgage Scheme

Follou,ing the SRC and the National Treasury guidelines on plovision of car loatt and

ntortgage schemes to staff. tire Office sought and -eot 
a1:proval of schenre guidelines fi'orn

the National Treasury. The office has allocated Kshs. 800 nr seed capital towards this

initiative in 2016/17 financial year. No allocation has been rnade for this itern.

h) Development Expeirditure

hi order for the Office of Auditor'-General (OAG) to carry out its ar"rdit work efficiently.

safeguard its independence and reduce the rental expenditure. tlte OAG desires to have its

ou,rr offices in Nairobi. at the hubs and county offices. Lr the 2013-i4 financial year the

Office purchased Larrd in Lipper I-lill at I(sh. 525m. It has nou, become apparent that the

Office is never iikely to receive enough Development \/ote budget for constructing OAG

Headqualters. l'he Olfice proposes to aclopt the Pr-rblic-Private Partnership ft'amework for

the swift constrLlction of the proposed i-leadqr,rarters.

X'IIOPOSED CAI'TI'AL PI?.OJECT'S

l'ro cct Desc tion

Constrr.rction of Kakarleser I-lub Ofllce

ConstrLrction of Busizt coLlni,/ O1'ficc
---'i

r-r [r i

Approvcd
24fin6

92

60

40

l0

80

1C

I)ulchase of l-zrrrcl aircl (lonsttttctton <;l- Elclorct I I

o lllcc

I)trrchzise trl' Lancl auci ( o;tstt tt,- tion c, 1' Naitui Lr il'"t t;

,r('llec

r00

I ",1I

Proposed
2017118

Ksh.
inillion

I}'oposcd
7A16n't
Ksh.
Million

800

60

Designing and Cottstlltctiott of OAG I-leadquarter'

at Bishops Road

Construction of Garissa Fh-rb Olfice

Ksh.
rnillion

80



60 120

Purchase of Land and Construction of Errbr"r Hub
office

s00 s00
Purchase of Land and Construction of' N4ornbasa

Hub office

r20
Purchase of Land and Construction of Nyeri Hub
office 60

l0 70Construction of Migori county Office

r0 70Construction of Homabay county Office

10
Purchase of Laud and Construction of Meru
county Office 50

70
Purchase of Land and Constrr.rction of Isiolo
county Office 20

20 70
Purchase of Land aird Construction of Narok
county Office

442 2,l'i,A 1,090
Total

Purchase of Land artd Constructioti of Kisumu
I-{ub office(inclusive of ICT back up)

60 i50

(iii) The Office of the Auditol Gerieral ought to be moved from the PAIR Sector arrd back to

the GJLO Sector in the budget, q,here other oversight and governance institutions tike the

EACC are currently placed.

MIN. NO. 14/2016 - COMMITTEE OESE,RVA^T'IONS/COFICERI{S

The Cornmittee made tlie following observations:-

1. The Ar.rditor General's Office sirould consider seeking idie government buildings botir in

Nairobi and across the counties as its ambitious capital projects i11?1, pe1 ruaterialize

given the budgetary constraints the country was facing.

2. There were concems that the ALrditor General's officers especiaily at the counties had

been compromised and u,ere too ciose to county governments to offer any meaningftrl

oversight. The office needs to reigll in such cases as they tainted its irnage.

3. Tlre 2015/16 allocation for other rec:unt'ent expenJe.r seenls r"rndelutiiized (Ksli 895.35M

u,as allocated yet only Ksh 152.66N4 had been utilized). The office may consider a re-

allocation of the salrle to purchase ntotor vehicles.

4. The Office had been allocated l(-sli 402N4 in the 201511 6 flriancial 1,eat' ),et it had not beert

r-rtilizecl at all.

)

I

The ollice u,as seeking a lot o['!'cst:Lrrces to oLrtsoLrrce aLtdit vvliich is rvastel'ltl



6. Tlie Office needed to audit revenLres collected at rhe colrnty level instead of only
collcentrating on audit of funds transferred to cor.rnties Il'ont the national level.

Auditor General's Itesponsc

In respottse to tlre concerns raised above. the Auditol Ceneral stated that

The office had never ou,tted its own ofI'lces. it relied on being housed by its clients i.e.
governnlent nrinistries and agencies and rentals. l-his was contribr-rting to challenges of
nrairttainin-e integrity due to familiarity inhelent in such arransenlents. Hence the desire
to secure independent olfices for the office.

2. V/ith regal'd to uon-r.rtilization of the Ksh 402i\4. the procuremenl process rvas lengthy
hence hindeling speedy executiou of projects. I{orvever'. Ksh 60 M had been secured out
of the figure and u,as due for utilization. Iiquralll, I(sh 200M had alreacly been cut off by,
the treasut'y due to a gerteral reduction in developrnent spendin_9, across the public sector.

3. Integlit.v- of its officers was a coucem to tl-re office ancl rvhenever such cases arose, they
were pronrptly ittvestigated and dispensed ra,ith. Corrstant rotation of staff had been
effected to cnrb such vices.

4. Outsourcing of audits was ueccssary because ihele was a lot of work yet the staffirrg
levels were ittadequate and some audits requile spccialized expeltise that was not easy Lo

maintain iu house.

5. On utilizatiott under the item other recunent experr.ses n'rost of the funcls had been
corntrlitted and shall be urtilizecl before encl of the financial year. Overall. the office's
absorption rate ranged between 55% - 56% thus far.

6. The audit of revenues had been a challenge both at the county and the national levels in
tern'ls of staff training lbr the sanre and the resourcing of the office to effectively tackle
such audits. I{owever. the OIfice was positioning itself to audit revenLres continuously -
throurghout the yeal at both levels o1'governntent.

MIN. NO. 1 51201() - AD" OUIiNMIINT'

'fherc bein-e tto othel'busincss. tlre Chairpelson zrcl.loulnecl lhc rneetins at 5.51 ppr. -l"hc next
rneeting \\,as schedLrledi'Ibr lt' N4arch. 201 6 at 9 anr.

Sisri

(Chir lt'uc;'tili )

i):i ic



- MINUTES oF TI-IE z0r H slrrm.Jc oF Ttr{E tr IAISOF{ COMMIrTEE IdEn-D oN
MoNDAy zgrti FEERUARY, 2*16 riN TIIE MINI cHAhdEElt, coul{Ty FtrALtr,,

PARLIAMENT BtiILDINGS AT 9:00 AM.

PRESENT
1. Hon. (Dr.).Ioyce Laboso, MP - Depuiy Speaker/ Chairpelson
2. [Ion. Vtroses Cheboi, MF - Vice Chairperson/Menrber of the Speaker's Panel

3. Hon. Asnran Kanrama, MP
4. Hon. Adan Nooru, MP
5. Hon. Amina Abdalla. MP
6. I-lon. Adau Keynan. Ir4P

7. Hon. David Were. MP
8. Hon. Alex Mwiru, MP
9. Hon. (Dr.) Rachael Nyarrrai. MP
10. Hon. Ndung'u Gethenji, MP
I l. Hon. Sabina Chege, It4P

12. Hon. Maina Kamanda. MP

ABSENT WITH APOLOGY
i. Hon. Benjarnin Langat. MP
2'. Hon. Sanruel Chepkong'a, MP
3. Hon. Nicolas Gumbo, MP
4. Hon. Moses Lessonet. MP
5. FIon. Florence Kajuju, MP
6. Hon. William Cheptumo, MP
7. Hon. Njoroge Baiya. MP
8. Hon. Johrson Sakaja. It4P

9. Hon. Janet Nangabo Wanyama. MP
10. Hon. Roselinda Soipari, MP
I 1. Hon. Jantleck l(arr-rar-r. MP

trN ATTENDANCE

l. Hon. Nelson Gaicliuliie. MP - Vice Chairperscn. Finauce. Plaruring and Trade Cornmittee

2. Hon. Priscilla N5,eli3bi, MP - Vice C[airperson, .Tttstice and I-egal Affairs Cotunrittee

3. I{on. Willianr Kisang, MP - repl'esentinSl rlie

Senate Committee oil h4oniton'ing, Er.,aluatio* ;lmd Irnpaci itssessmenf lSund

1. Sen. (Dr.) Agnes Zani

2. Sen. (Eng.) It4urir-rki i(arLre
j. Serr. .lr"rrla Boy .lunta

4. Sen. George Khaniri

l



5. Sen. (Prof.) .lohn Lonyangaplro

National Asse rnbly Secretariat
l. N4r. Peter Chemweno

2. N4r. It4artin Masinde

3. lvir. Nicholas Enrejen

4. Mr. Demris l\4ogare

5. Mr. tsenjamin Ngimor -

6. Mr. .loseph Ndirangu

7. N4r. Danson Kachurrbo -

8. It4s. Rehenra Koech

9. Ir4r. Jolu Mungai

Deputy Director. Conrrnittee Selvices

Deputy Director. Parliarnentary Budget Office
Principal Clerk Assistant I

Clerl< Assistant Ill
Fiscal Analyst
Fiscal Analyst

Fiscal Analyst

Audio Recording Oftlcer
Audio Recording Officer

N4IN. NO.O5/2016 _ PRELIMtrJ\AIi.IE,S

The Chairperson called the rtreetin-e to order at 9.29 an-t and said the pra1,er. The chairllerson

briefed the I\4en:bers on the agenda of the meetin-q as follorvs.-
(i) lieceive subnrissions/presentalions from departmental Committees on the 2016 ISudget

Policy Statement; and

(ii) Receive preserrtation fi'onr the Senate Cornmiltee on l\4onitoring. Livaluation and hnpact

Assessnrerrt Fund on the oloposal to allocate I(sh. 1 Billion thror,rgh tlie Parliarrerltarv

Sen,icc Conllission br.rdget fbr senators to cau'y out rlonitoring. evalr-ration and inrpacl

assessnrent at the coutrty iet,el.

N{IN. NO.06/2016 - CON}.-IRN{AT.ION OF IVIINUTES OF TI{IT P]{EVIOUS SII.TING

Confirrnation of the Minutes of the previous sittings was delerred to the next rneetiug.

I\{IN. NO.O712016 _ PIiESENT"4'N'IONS I}Y DEPA}ITMIIN'fAI. COMN{ITTIIIiS ON

]'EIE 2016 BUI}GET POLICY S1'ATi'N(trN'I

fhc CI'rairlterson invited tlie chair'ltersons to makc presentations on their C'onrnrittee's

recornnrendations vi,ith respect to tlie 20l613udget I)olicy Stalenrenl. The folloia,ing lrresentations
urere ntacie: -

i. ))clturtnrentaI Corninittc,e on z\clnrinistl':ttion anti National Securitl,

['hc Charr'pclsor']. l'lon, r\sman Kziinaurzr. N,il) infirmrccl the (lonrntittcc that.-

(r) 'i'hc I)clturtntcntal Corlrliticc on ,,\tintrtisttaiion ltnci Natiolrul Sccttlrtv or crsi!,lrts thc

I)resrclencv Vote i021. Sliiic De partn-rcrrt Iclr Intrjiioi Votc ]022, State [)u-t)artrncnt ol
(',;r)',,:tyl:t(.tr rtl'|,liilr,1rlti (. .,..1;,,;r'l,l \/.\t,' -)()tl -l'1.,.' l),rlrlir'(,-", :,','( i,r,-1 '.iiq.,i,,,r. \r,,rr

t

)



2101, )'lational Police Service Conrniission. Vote 2l5i: and The Independerrt Police
Oversight Autliority.

(ii) After a critical consideration of the 2016 Br-rdget Policy Statemenr the Cortrrnittee
recommended, that: -

a) The House approves the ceilings of Ksh. 8,,714 nrillion for the Presidency, vote
1011, Ksh. 20,34liriiliion for the State Depafintent of Coordination of National
Governnent. vote1022. and Ksh. 1,163 rnilllon for the Public Service
Commissiolt. vote 2071 . as submitted to Parliatnent by the National Treasury.

b) The House apllroves iesource ceilings for State Department for Interior; vote
1021 be reduced by Ksir.2l3 million fronr Ksh. i13,tr83 to Ksh. l1z,g70
rnillion.

c) The resource ceiling for the independent Policing Oversight Authority vore 2151
in the 2016117 Financial Year be iucreased by Ksh. 150 MitrXion from Ksh. 416
Million to Ksh. 566 rnitrHon to facilitate decentraiization of services tluougli the
estabiislment of fir,e regional offices.

d) The resout'ce ceiling for the National Police Sen,ice Commission vote 2101 in
the 2016111 Financial Year be increaseci by tr{sh. 63 million from Ksh. 430
Million to Ksh. 493 rnillion. Ksh. 5i million to used to facilitate tire completion
of vetting of officers in the rauk of Chief Irrspectors and Inspectors and Kshs. 12

nrillion for the recruitnrenr of secrerariat staff.

e) The Police Housing Project and tlie leasing of lnotor vehicles for police should be

domiciled under the State Department oi Interior as per the l-louse lesolutions on
tire 2015 BPS. Tlte pt'isons hor-rsing project should also be domiciled in the State

Department of Correctional Sert,ices.

2. The Depantmental Cornrnittee on Agriculture, tr ivestock and Coopenatives

The Chairpet'son, Hon. Adan Noorr"r. MP presented as follows, that:-

(i) Tlie Cotrrurittee oversights the state departnrents of Agriculture; Co-operative
Developn-retrt and N4arl<eting: Lirzestock & irisheries Development; and Irrigation.

(ii) Aftel a critical consideration of the 2016 Budget Policy, Statement the Cornmittee
reconlntended. that: -

(iii) The pLograms shor-rld be iniplenrentecl r.r,ith their allocations as stated in rhe BPS

I



Vote Delails ,'il'ogrammes Resou rce

rcquiremcnt

BPS 2016n7

ceilings

State Departr"nent of Agriculture General adn-rinistration and

supporl services

Crop development arrd

nrartagenrent

Agribr-rsiness and

i uforurati ori nrauageurent

9 999 3.207

37.145

19,943

2.164

T'O1'ALS Z),)Z I

State Departntent for Livestock L vestocl< l'esoul'ce

audlranagement

development t3.344 6836

State Department for Fisheries Irisheries developurent and

rlanagement 9 5 03 4.695

Ministr'1, of hrdustrialization and

Enterpri se Devel opnteut

Cool:erative Development

and Managenredt 849 394

State Departrrent of Water and

Irrigation

ln'igation

reclamation

and land i3,857

1-1

(iu) The National and County Governnrents shor"rld establislr a rnechanisnr to ensure that

at least l0% of the national budget is allocated to thc agriculturc sector in

accordance with the Maputo l)eclaration.

(u) Guidelines should be lbrnrulated on horv information carried out by natiortal

research institutior-rs such zis KAltl. Kenya Sr-rgar Research irounclation. 'l-ea and

Coffee Iiesearch irounciations czu-l be dissenriuatecl to the ccluntics lol nrutual benefit

ol' the tu,o lerrcls o1' (loi,ernrrrent

(ui) '[-he Mirristr'1, slrouici 1;r'roritiz.e rts jinritcci bLrclgctarl, allocations firr c{l-ectir/c usc

such as cnclear,oliug tr; crlrlltlctc ()ns()lr)q pio]ct ts sliclr zrs [(crrr,a i\,lczrt (''onrrlrssiorr

at.n()ng others .Air ucirliilonzll Ksils.!.0 Iiilli'ir: [rc allocirtcci to thc Stzrtc l)cpartn]cnt

of Lii,estocli & [ishei'res to conr jilctc this StrnrulLrs I)rogrrrirrne.



lvii) 'I'5e Natiopal Treasur), shor-rlcl release iirnds io the rtrjttistries as budgeted to avoid

accunrulation of pending bilis.

(viii) Collaborations sliourld be esrablished bri the irro ievels of govet-nnrent on horr,'

budgetary allocations can be made for tlre establishmerrt of seed and fertilizer

subsidy fund and livestock attd crop insuratrce schenre.

A furtirer Ksirs. 2 Billion shor-rld be provided for Youth irl Agriculture Progral"l'li11es;

Kshs. 50 Million be plovidecl for smooth operatiortalization of the Fisheries Billl
Kshs.56 rnitlion be provided for tlie Fish Quality Laboratories; Kshs.l50 Million
be provided to cater for f'lr-rctuation of cLlrrency.

(ix)

3. The Departmental Cornmittee on Bef'ence and Foneign R.elations

The Cliairperson, Hon. Ndr-urg'u Gelhenji- I\4P presented as follow's. that:-

(i)

(ii)

a)

b)

c)

d)

The Committee oversights tlie Ministry of Defense: Ir4inistry of Foreign Affairs &

Iltternational Tracle; Natioiral lntelligence Service: and the State Department of East

Af ican Affairs.

The Con,rnittee after clitical considelation oI the 20i6 Budget Policl' Statemetit

recon'rmended, that:-

An adclitiolal l(slis. 54,270 r:iillion be sourced l'ront any other gor,reutntent

department to enable the Ket:ya Defence Fot'ces carry out its modemization

pr.ogran'rme and effectively' cleliver on its matrdate whicir is the anchor to ecotrouric

growtli.

In additiorl to the Ministri, of Foreign Affairs atrd Interiiational Trade ceililrg of

I(slr. I4.23? billion as contained in tire BPS. Ksh. 6 Billion be sourced frour anv

other departmelt to enable the Ministry accourpiish its objective of acquiring lnore

persorlrel arrd facilities for l(enya's foreign ruissions abload in line tvith Kent'a's

economic diplonracy.

In addition ro rhe BPS ceiiing of Ksh.23.8 billion, Ksh. 5.4 million be soulced fron't

any other departrnent to enable the National hitelligeuce Service carr\r out its

nrocleruization progranlnie attci effecti vel)' delivel' ort its nlatldate-

Tlie State Departmerrt of East Aiiican Affairs BPS 2016 ceilings of l(sh. 1-66i

,rilliop be t'etair-red to enable tire departrlent achieve iis tllatidate of r.r'ideniug and

deepening legiortal Illtegratioll.



4. Departnrental Conrrnittee on Education, R.esearcli and Technoiog\'.

The Chairpelson. Hon. Sabina Che-qe. MP presented as follou,s. that:-

(i) The Cotrttuiitee oversights the National Comnrissron for Science and Technology anrJ

Imovation (NACOSTI): IJigher Education Loans Board: Commission for Universit),
Education (CUE); Kenya Universities and Colleges Central Placemenr: Kenya Institute of
Cutt'icuiunt Development (KiCD): Kenya Edr-rcation Mana,eement institute (l(EMI):
School Eqr-riprnetrt Production Unit-SEPU; National Council for Nomadic Education in
Kenya NACONEK: i(enya National Commission for UNESCO (KNATCOM); Kenya
Institute of Special Edr"rcation (l(lSE): I(enya National Exanrination Council (KNEC):
.Ionro Kenl'3116 For.rndation (JKF); Center for iVlathematics Science and Tecllrologl,
Education in Atlica (CEMASTEA): Kenya Nationai Qualifications Franreu,ork Authority
(l(QF) - Neu,l), Launcired: Universjty lrr-rnding Board - newry Lar:nchecl.

(ii) Aftet'cortsicleratiott of the 2016 Burdget Policy Statement the Comnrittee agreeci ra,ith the
overall Education scctot'r'esollrce ceiiing as presented in the BLrdget Policy Statement
2016. Horvever. the Cornmittee j)roposes reacl.justuterrts in sonte prograu-nxes as
foilows:-

(a) 'fhe General Adnrinistration. Planning and SLrpport Senrices programnre budget

utrder the State Departttient of Science ancl 'fecltnology be reduced by Ksh. 300

million to renrain at tr{sh. 1.394 billion. l-he reallocated i(.sh. 300 rnillion be

distLibuted to the follor,r,ing proglamrnes to enhance the clevelopnlent projects:-

tr)rogramme .r\mount
(I(sh

N{itrlions)

Purpose

Irast tracking the conrpletion o1'NACOSTI

headcluartcrs

'i-eachers Sen,ice f.loutrl i ss i oir i00 'fo itrcilitate 'f sc ilcld ol.ilcers to
e{'fectivelv clischargc theil rcsltonsibilities

o [' srrltcrvi si ug. on cri rri cLr I Lrni clel i very.

(iii) r\n acjditional n".-tl;. 'i.2 uiltion be alioeareci ro tal<e cirr.c ot'

illiui\'',ijll()lls iol iili:'t)\rriirj iilii)i()\.eiit('ililtl,rt,-:rlliitiiti,rii,-,,.iLit:litlrli.i

6

Secondaly Education r00 Mitihani I-louse constructiorr

Research. Science. innovation

arrd nranagemeltt

r00

tlte follorvinc



Entity Intervention Amourtt
(Eillions)

Teachers Service Conrnrissi on Payment of letired teachers

arrears in as ordered by the

Supreme Court. The

Committee proposes that the

payment of I(shs 6.6 Billion
could be cione iri tltree traucltes
of Kshs 2.2 Billion in each

tranche.

aa

Recruitrnerrt of 10,000 teachers 3.7

Promotion of Teachers
various caclres

n1 1.8

Technical Vocational Edr,rcation

and Training
To comntence the process of
equipping of tiie 60 TTI's
which are near conrpletion
u,ith nrodenr equipments

J

State Department of Education Decongestion aird

refurbishnrent of National
Sclioois to cover phase i 25

schools fol a period of4 years

0.5

Total 1'j..2

5. T'he Departnaental Cornmittee cn Fiilance, Flanning & '['rade

Tlie Vice Chairperson, Hon. Nelson Gaichuhie, MP presented tliat:-

(i) Tlie Comrnittee oversights include: The National Treasury: The Ministry of
Devolution and Planning: Tlie lr4inistry of lndustrialization & Enterprise

Development; The State Departrnent of Commerce ancl Toulism. The Salaries and

Remuneration Commission: The Cor-nrnissioir ott Reventte Allocation and the

Controller of Br"rdget.

(ii) After consideration o1' the 2016 Budget Policy Statenrent the Committee

reconrmended that:-

a) Due to the prevailing buciget?r'1, .n,',t,,'uints, tlte total ceiling foi' the Salaries and

R.emuueration Commission as set in the proposeci BIIS 201.6117 be maintainecl.

b) The ploposed funds ceiling fbl ttie Cotunrissioti oti Revenue Allocation be

mairtiaineci as per tlte 20 i6 BPS.

c) 'l'lie iviinistrl, of Devolution arrd Pianning shoLrld specclill; cottclttde the resettlerttettt

91'tlie IDPs. Arisirtn il'oil thc ciupliczition <ll'eilbris h1'r'ariolts S,,overlltllellt



agencies. in parricular ol: the strenslhelling of devolution tlrror.r_eh capacity building
of countlr go\/ernmenls. and coupled r,i,ith the Iinrited fulrds to finance the budget.
no additional funds slrould be allocated to the Ministrl,.

d) The office of the Corttroiler of Budget sirould rationalize its budeet so as to re-
allocate funds to the staff pension schenre for the nerv staff which requires
}/.sh.i2,727,483.

e) The State Departrttertt for Tourisnr should rlrer-s,e the SAG,As u,ith overlapping
nlattdates to create a coherent. leaner and efficient entity that can be adequatelv
lunded to achierre tlte optirrral returns in ternrs of or:t pr:ts. An additional Ksh.10l
Million be reallocated to KTB (]'his is to come fi'onr a reduction of I(sh. 50
Million artd Kslr. 5l Million fi'onr Bomas of Kenva and Tourisrrr Fund
respectively).

f) The total ceiling for the State Departnrent for Conturerce be retained as set ip tl.re

BPS 201 Slil dve to the prevailine budgetarl,' constraints.

g) The Ministry of hrdustrialization and )irrterplise Developrnent should rationalize its
exllerrditure to acconrnrodale its core pro.jects u,ithin the proposed ceilings in the
2016 BPS.

h) No additional allocations should be ntade

budget.

to tlre National 'freasuly's 2016/17

i) Following concerits on the coLrntn,'s ciebt sr-rstainability. there is neecl lor
dowuward revieu' of the externerl debt linrit. The National Treasury should
rrndertake intet'veutions in pr"rblic expenditure so that tire envisagecl fiscal cleficit of
3% by 2021 is achicved.

j) The National Tt'easLrry shoLrld partner with the Ministry of Infbrmatiol.
Conttttultication and Technology in ihe laying down of the fiber optic in evely,
coLrllty to eltslu'e interrret connectivity in order to maxinrize thc eulcicncy of t|e
systenr.

6. 'l'he l)epartrnental Contnrif tec orr Ftrealtli

l'irc Chairperson. I{oir. Dr l{zrchael Nyarnai. Vll). plescnted that:-

(i) -l'hc 
Cornr.nrttee ovcrsis.irts thc \ziinistir, ol I-lealth. -l-hc I(cnr zrtta Nationai

llo.spital. N4oi 'l'caci,rrrq 
arncj llct'crral lrrr'.,s1;ritrl. Kcltl,a N4cclical 

-l'r.arrrine (-ollege.

I(ettya t\4cclicai liiippitcs Autlroi rir,. \i1i;irilnl I losltrt:ri InsLrlaircc i.Lrrrcl. Kcrrr,a

N4edical iicscarch institutc zrncl Nirirorral Ards ancl Corrtrt>l Couitcil.

O



(ii1 After consideration oi'tlie 2016 B'urciget Poiici, Statet.uetrt the Cotrrrittee nrade tlie

fol lowing recorttrnenciati r:ns. that : -

a) The overall expenditure estintale ceiling lcrr tlie liealth sector for financial year

2016117 shor-rlcl be adjr-rsted uprvards fi'onr Ksii.59.575 billion as per the BPS

2016 to l(sh.6i.005 billiorr.

b) A reduction be nracie in tlre expenditure ceiliirg est,ntate for tlre following

specific progranrnre and sub-progratntne:-

Reduct-ions RationaleFrogram/Froject 2.416/17

Aliocations

Program Sub-prograni

This is to

allow for

absorption of

the previous

allocations to

give room for

funding other

cliticai

services

1B 500 millionSP 5.3 Health

Standards and

Regulations

Constructicn

&equipping of

health centers in

slunrs

Health Policy,

Standards and

Regulations

The

Coordinatioir

of Emergency

and Disaster

response is

done b1, both

the county

and national

govenlnents.

1241\4 100MEr-nergency atrd

Disastei'

Response

SP 4.1 General

Administration

General

Administration

and Support

Sen,ices

600

P

TOTAL

AVINGS



program sub-

prograni

Progra nl/Pl'o j ect

I

Additional

funding in

Ksh.
Allocations

in Ksh.

201(tli7 Rationalc

National

Referral

and

Specialized

Services

SP2
National

Relerrai

Health

S ervi ces

I(NII 7.1 billion 250

N4illion

National

Ileferral

and

Specialized

Services

SP 2.1

National

Referral

Health

Services

j\41-RH 4.87 Billion i00

Million

Procuretlent of

Specialized nredical

equipment (13unker

and linear

accelerator')

National

Refen'al

and

Specialized

Services

SP 2.2

Specialized

Health

Services

Mathari lviental

i-{ospital

r09.5

Million

100

It4illion

I(ehabilitation of the

hospital facilities

and General

Operation.

c) 1'he savittgs of Ksh. 600 nrillion nrade tl'orn the reductions above should be

reallocated to the lollora,ing progranrnres and sub-1)r'oglarn as shorvn in the table

below:

Procureruent of

Specialized rledical

eqr-ripntent (Br-url<er

ancl linear

accelelator)

National

IR.eferral

zrnci

S pecialized

Scrvices

Naticrnal

Rc{i'iral

SP 2.2

Specializ-eci

Hcalth

Serviccs

National Spinal

InjLrr-v Ilospital

Natritrill i]looci

i u:,t-riiisittit

l

84 I\4illion 50 Nuiillion Relrabilitation of the

hospital lacilities

and Genelal

O1;crertions.

ii t iri,Li',,,isl, ?_ 4

Iror cirsic

100 Iirpansron ol- bloocl



e) Kshs. tr50 Million be reallocatecl torvards establjshnrent of a National Labour Market

In fonration Systern-(LM I S)

On additional requests

0 Ksh. 734 rnillion tou,ards establishing the National Enrployment Authorit)'.

g) Ksh. 1.3 tsillion to host the 20i7 Under 17 World YoLrth Championsirips in July

2017.

h) Ksh. 500 million towards settirrg up Anti-Doping Agency of Kenya (ADAK) in an

effort to clear the country's inrage and sensitize its spoltsmen and wonren on dangers

associated witl-r the doping menace irr line with tlre gr-ridelines of the World Anti-
Doping Agericy (WADA).

i) Ksh. 800 rnitlion in the 2016117 Financial Year to procure air tickets, equipment, ira1,

accomnrodation and allorvances for athletes and officials in the 2016 summer

Olympics in Rio De Janeiro, Brazil.

j) Ksh. 120 million to cater for operatiorr and maintenance and Pelsom'iel Emoluments

in the ner,v State Departnrent of Cr"rlture arrd tlte Arts

l() Ksh. 190 Milliom for Productivity Improvemeut. Measurement and Pronrotion.

l) Transfer the National Safety Net funds from development vote to recurrent vote.

nr) The resoutces for the Gender arid Youth Empowernlent prograrrnles shourld be

captured in the budget fol the iv{inistly of Public Selvice, Youth and Gerrder Affairs.

8. Departmental Connmittee on Tnanspont, Fublic Works and Flousing.

The Chairperson, Hon. I\4aina Kauranda. MP presented on the 2016 BPS as follows.

that:-

(i) The Comnrittee oversiglits tire Ministry of Transport and infrastructure;

Department of Hor.rsing and Dilectorate of Public Works in tlie lVtinistry of Lands.

Housing & Urban Development.

(ii) After consideration of the ?016 Briclget Policy Statenrent the Comnrittee nrade the

follorving recollmendati ons. tltat: -

a) The development ceilirrg for the State Departnrent to be iucreased b1, I(sh. 26.(>

biltion to cater tbr currer:t and capital transf'ers to Goverrrlrent aq.encies. rvith

i(str.200 nrillion allocated ro NTSA ibr the irrpleurentation of Load saltty actiorl

ltlan. tJrban Cotlnrutei' Railu,av Systerl (t(-sh. 15.55 billioit). sc'cotrcl gerteratiort

slnall carc'l based clrivitrs lic.':rrsc (l(sh. -5-50 niilion). ioll out ol'Second Ceitete.rtion

t --)



Nurnber plates sticker'(Kslr.300 nrillion) and Ksh. 10 billion allocated to the

developnrent of the first three bertlrs aI the Port of Lamu u,hose conlract sunr is

Ksh.42 billion.

b) An additional 22.2i1 billion be allocated to the State Departnrent of Infrastructure

to cater for pending bills (KeNltA - Ksh. 18.6 billion, KeRRA - Ksh.82l.4
nrillion and KURA - Ksh. 2.83 billion). The Committee therefore recomrlends

that the ceiling be increased frorr Ksh. I34.545 billion to Ksh. 156.762 billion.

c) The State Departnrcnt of Public Worl<s rvas allocated a ceiling of I(sh. 1.6(r

billion. The State Departnrent lias an outstallding pending bills portfolio of Ksh.

1.67 billion (comprising of Ksh. I.591 Billion for 40 stalled goverrunenl

bLrildings and I(sh.83.3 million fol foot blidges). The State Department also

requests Ksh.3.394 billion. brol<en dorvn as follows; Ksh.2 billion for ongoing

-qovernmenl projects. Ksh. 330 million for the National Construction Ar-rthority.

Kslt.629 million for the econonric stirlulus pl'osrarn district headquarters and

Ksh.435 million for the refr-rlbishn'rent of the supplics blancli. In conclusion the

Committee therelbre reconrrnends a total additional Ksh.5.064 billion in the FY
2016/17 to tliis State Department thus increasing the ceiling from Ksh. 1.66 to

Ksb.6.724 bitlion

d) 'l'he Ministry of 'fransport and Inll'astluclure total budget ceiling be increased

lronr Ksh. 265.298 billion to Ksh.3l4.1l5 billion to cater for pending bills and to

allorry the Ministry to undertake tlre key crucial infrastructure projects.

e) The State Departrnent of I{ousing and Urban Developtlent is facing a short lall in
budget of Ksh.4.0l8 billion. The funds were meant for inrplementation of GoK

counterpart lunding fol Kenya Municipal Proglarn (KMP) - World Bank project

(718 million). thc constluction of National Police and Kenya Prison housing units
(l billion), corrstruction of 5.072 lior"rsing units in MarigLrini (2,000) infornral

settlenrent and Kibera Soweto East zonc Il (3.072) - (l(sh. 1.9 billion) as well as

the proniotion of Apllropriate Building Materials and Technologies (ABMT) -
(l(sh. a00 nrillion). 'fhe budget ceiling of the State l)eparlrlent shourld be

increasecl fi'onr I(sh. 18..58 to Ksh. 22.598 billion.

l) j)ue to thc inconsistcncies causcd bt, tlrc lzrck of. trzlnsl)ru'ci.rcy ct>ncelning thc

I{oacl N4aiuicuarrce irr"rci Lcr,) Irunci collcctions. that has rcsr.rltcrl irr

r-rnclerstatentcirt ol'thc colicctli,.n-s ol'thc lucl le r,1 br [ish 9.379 billron (tritcnrlcri

ibl tlrc Iur,r, i,olLtnic seili i'oacls) unclci thc iillS it rs thcrclbre rcconlnenclcrl that

thc na.tiorral treasLrr.. ltroviclcs lrcicqirate clrrcr-rnrcirtatrorr re latinq to the [tlc'lrkclorvu

l4



laboratories

Prerrentive,

Promotion
and Rir4NAC

SP I.4 ITMNCA National Vaccines

and Immunization
Program

3 l0 I\4 300 million Procurement

of rraccines

Total 1.03 billion

7, Departmental Cornrnittee on Laboul. and Sociai Wellane

The Chairyerson. Hon. David Were. MP. presented that:-

(i) The Corlr:tittee oversights the Ministl), of Sports. Culture & the Arts. State
Departntents for Labour. Social Securitr, & Services. Yor-rth & Gender Affairs and
the National Gender & Equality Comnrission.

(ii) Aftel scn-rtinizing the 2016 Budget Polic,v Statement, the Committee made the
tbllowing recomntendations. that:-

On re-ailocation.

a) Ksh. 151 Million be realiocated fi'om the Ministl'), of Public Service. Youth and
Gertder Affairs NYS Prograrnme to National Gendel and Equality Commission for
programrres (i 00 Nlillion) and emolunrenrs (51 Million).

b) Ksh. 100 Million be reallocated from the N4inistry of Public Service. Youth a1d

Gender Affairs. NYS progranlnle to the pro-qranrnle of ernpioyment prontotion in the
Ministry of Labour for the establishnrent of tu,o Employtnent Attaches in the Middle
East Countries (Qatar and Saudi Arabia).

c) tr{sh. 400 Million be reallocated fi'om tlie Ministry of Public Service. Youtli and

Gertder Affairs. NYS prograrrme tou,ards conservation of National Heritage Sub
progtamme of which 2,50 Million ra,ill be r-rsed iu restoration and refurbishing of
monulrents by 1]is National N4useums of I(enya and Ksh. l50M for persolal
emoluments.

d) Ksh. 250 million be reallocated fi'om the Ministry oi' Public Service. Yor-rth and

Gender Affails. NYS proglanlre to l-lre Ken1,a Irilnr Cla.ssification Board of u,hich
Kslis 1C0lt4n ivill be Ibl personal enolunrents und the rernaining l50N4n fcrr public
awarelless ort I'llll c<-ltsullption- r"rpuraclirrg ol- filrr cxanrination and classiflcatiorr
equipnrent artcl exltartsirlrr o1'the cai;acit), o{ tirc Lrr'oaclcast nronitoriuq ecir-rillurcut.

12



alld

Specialized

Services

and

Diagnostic

Services

Ser',.,ices Ir4illiorL transfusi on set'r,'ices

d) The National Treasuirl, nrobilizes adclitional financial resoui'ces to fund the

following critical and specialized national govet'tttttetrt health functions whicll

have been grossly underfuncied as per the BPS 2016 expenditr,rre estimate ceilitrg.

prograrn

Natiorral

Ileferral ancl

Sp,'-:ialized

Sen,ices

SP 2.4 Forertsic

anci Diagnostic

Sen,ices

National Quality
Ccrirtiol L,abs

73.+ I\4 100 it4illion

Furrds to

operationalize

the board.

publicity

T'o

corllltlence

phiise one ol-

constn-rctrorl

oi'

I

I

I

I

I

ii

600

l'fliliion

TOTAL

ltationalesub-prograrn Additional
funding in
Ksh.

Frogna rrtlI'ro j ect 74rc1fl

Allocatioris
in Ksh.

Expansion of
canlpuses to
train more

staff
especially ior
tlie N4ES

eqr-ripnrent.

500 millionSP 3.1 Pre-

service and In-

Selvice Training

2 71)KM'fCIlealth
Research and

Developrnertt

Tobacco Control

Board

30 millionM34 .5Preventive,

Pronrotive

and RMNCA

SP i.5
Enviromrrental

Ilealth

ilxpansion of
(loverlntent

Cherrrist.

186 N4 100 N4illionSP 2.4 Forensic

and Diagnostic

Services

Governnrent

Chenrist

National
Referral aud

Specialized

Services



of the Road Majritenallce Fuel Levy Fund and tlre allocatiorrs to the relevatrt

spending agencies. This practice sliould be carried fbrtir into future Budget Policy

Statements.

9. Departmental Cornmittee on Environment & Natural Resources

The Chailperson. I{on. Arnina Abdalla, MP presented t}rat:-

(i) Tire Cornmittee oversights the State Depanment for Envirorunellt and Natural

Resources (Vote 145 ): State Departrnent for Water and Regional Authorities
(Vote I46); Ministrl,of lr4ining.

(ii) Aftel a critical consideration of the 2016 Budget Policy Statement, the Committee

rnade the followin g recornllendations, that : -

a) Ksh. 2 billiour be allocated to the Ministry of Mining to calry out the muclt ueeded

Nationwide Airborne Geophysical Survey. An additional Ksh. 786 million be

allocated to tlie Ministry to cover a funding gap needed to strengthen and enable its

institutiorrs to cliange tlre fiscal regime (taxes and royalties) and the legal

framework as shou,rr beiou,:

Geological data bank @ 330 rnillion

Modeniizing & eqr:ipping accredited ntineral certification laboi'atory @ ?00

million

" Geoiogical survei,s and equipment @ 300 rniXliort

e National Miiring corporatiorl @ 100 rnilliocl

o Mineral Rights Advisory Board @78 mrilliom

o Mining Institute @ 100 mrillion

" Online transactional rttinir-rg cadastre portai @ 50 million

" Mineral ir4etals and conmodity Exchange @50 rnilliom

" Special Ir4inerals econorlic processing z-ones @ 100 miliion

. Ir4ineral Audit r.rnit @ 100 million

a, Sun,ey and nrappiug of natural resottt'ces (0500 nlillion

o Field reseatrch artcl exploration @ I00 mlllion

o
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b) Ksh.3 billion be allocated to tire Ministry of Water and Irrigation fbr conrpensation and

resettlement of people occupying danr site areas (Mwache and Lor,ver Nzoia). It is

important to note tlrat most o1- the new danrs under consideration are to be funded by

development parlners ra,ho do not pay for compensation to resettle displaced people;

c) Ksh. 5 billion be allocated to the Ministry of Water and Irrigation for GoK counterpart

funding ofprojects:

d) Allocate Ksh. 150 nrillion to the MinistLy of Water and Irrigation for water storage and

sr"rllplies enlel'gency interventions;

e) Although the recurrent expenditure shortlall at tire Ministry of Environntent. Natural

Resources & ilegionai Deveiopnrent Aurthorities stands ai Kshs. 1.72 billiotr. the

Conrruittee reconrmends onll,addition of I(sh.300 rnillion to I(erio Valle),Developrrient
Authority. Tlie Auihoritl, 1',ur demonstrated that with this nloney. it rvill be able to clear
its an'ears of Ksh. I52 nrillion and undeltal<e a voluntary retirenrent proqrantme that will
reduce its annual payroll b), Ksh. 102 nrillion,

l) Allocate Ksh. 200 million to Tana and Aihi-River Developntent Authority (TARDA) for
the I(ieni ir-r'igation project to pa1, pendin-e bills for ihis project that has been ongoing for'

long:

g) I(enya is not exploiting the existing barnboo resoLrrces in the couutry estinrated to be over
165.000 hectares u,hile a coLrntr)/ lilce China rrhose Anji Count1,. a countl,in Southerrr

China. has ottl1,70.000 ltectat'es flop rvftich it Ias created a rlLrlti-billion i,dustr1,
generatitrg USD 18 billion arrr.tually. In this regard. the Cornmillee recomnteuds that I(sh.
1 billion be allocated to Ervaso Nyilo Sor-rth Development Authority for bamboo sector

developnrcnt. fhese {urnds u,ill be used to Jlromote procluction of seedlings and growing
of bamboo as rveli as explore private - pLrblic- partnerships in value addition rvhich will
reduce inrportation of baniboo products;

h) An additional Ksir. 170 million be allocated to Evi,aso Nyiro Sor-rth Developmenl

Aurthority to enable the Authorit),.o,.,.,,r,.,e a leather'lactory project: this factorl,is geared

at Ct'eatillg emplol,metrt attc'l also value additiort to sl<ins and hicles genet'ated around tltat

area lol economic .q,ro\^rtir

i) Ksh. .1 billion be allocated to the i\4inistr1, ol Ilrtvironntcnl. Natural liesources c8.

I(eeional i)cvelopnrent ALrtholities to ena[rle i1 to corlpensate victirns rrl lrurlan-u,rlcililc
corr 1l ict:

i) K.slr.3.3 biliion bc allocutcrl to i{csional i)cvciotrrrcrrt A,.rtlturitics to scttlc pcncling brlls

i6



10. Departmerrtal Con-rmittee on Eriel'gi,, Oomrnurric:ition & [riformatlori

The Chairperson. Ilon. Jartrleck Kainau. MP presented that:-

(j) Tlie Conrniittee oversights the i\4inistry of Energy and Petroleunr and the Ministrl,
of hifomrati on, Cornmunicati orr ancl TechnoI ogy.

(ii) Aftel a criticai consideration of the 2016 Budget Policy Statemeni the Committee

nrade the lbllorvir1g reconluendations. thar:-

a) The proposed total ceiling of Kshs. 11.218 billion. complising of Kshs. 8.28

billion as developlllent and Kshs.2.93 billion as reclureitt be uraintained.

b) Tlre Ministly prioritizes its allocation towards on-going flagship pro.iects so as to

be delivered witliout further delay.

c) In view of the hr:ge sliort tall in resource requiremer:t. the ICT sub sector be

considered fol enhartced allocation in the mediurn tenn.

d) The Ministrl, prioritizes the restructuring of KBC rvith a vierry to settling its
outstanding obligations and set tire state corporation on a sound flnaucial footing
capable o1' competing in the media sector and attract ar:d retain qualified statT

establislulent. KBC as a nationai broadcaster be supported arrd resourced to
enable it to achieve elobal standards of a national broadcaster.

e) Konza techno citl' be ancltot'ed otl a latr,, to epable it attlact fol'eigrr investtnent.

LX. Departrrrental Cornrnittee on Lancis

The Cliair]lerson. Hon. Alex MwirLr, MP presented ti'rat:-

(i) The Coinmittee oversights the Ministn, of Lands. Hor"rsin-u and Urban

Developnrent and tire National Lairds Conlnrission

(ii) After a criticai consideration of the 2016 Budget Policy Statenrent the Comnrittee

niade the following recomnrendatiorrs. that:-

a) The Ceiling for tire General Aclministration. plar-uring & Supllorl sen,ices in the

Natior-rai Lancls Comnrission be leciriced from tlie Ksh. i077 Million io I(sh.250

Million;

a) I(sh. 2001\4 be reallocated tlom the Geueral Administrzrtiorr. planning & Sr-rpport

services o1'tlie l\zttiorral larrds Conrrlission io tlte Lanci clispuies and ccntlicr

I



nranagei'nent niahing the total fol the progran'lrne to Ksh. 250 M to cater for

dispr-rte resolution:

b) Ksh. 627\4 fi'onr the Gerteral Adnrinistlatiori. planning & Support services of the

National Lands Conrniission to be reallocated to the land policy and planning

programrne in the stale Departnrent of Lands lor resettlement of squatters

thror.rgir tlre SFT in the areas r(:conrnrended by the Conrmittee in i1s various

ilouse reports and building of 20 nrore registlies courrtlywide as heleunder

tabLrlated:

Nen'

Ceiling(Millions)

2s0

164

2s0

12. Dcpartmental Cornmittee cn Justice and Legal Aff'airs

The Vice-Cheiilperscn. Hon. Priciliah Nyol<abi. iviP pleser.ited tlrat:-

(i) l'he Conrnrittee uncicrtal<es ovcrsis,ht o\,cr thc Olfice o1'the Attorney General &
Depeu'tnrent of .lr.rstice. Ilthics & Antr-Coriuption Comnrission. Kenya National

Conrmission on i'lunran l{ights (K}.{C'FiR). Olfice of 'fhc Director O1' PLrblic

Prosecutions (ODPI'}). i(eeistrar Ol'l)olitical l)arties (lll)P). \\/itness Protection

Agcnci.(WPA). Coiirnrissrc',ir i:n ,r\clirrnistratrve.lustice (CA.l). -l-hc.iLrcliciar'1,ancl

.luclicil;I Se rr.rcc {. onl'nissi<ln

'1'lic Conrirr,itee i.lil,., lni,. colisrrlcre ,., iir,,' 20 I(l 13Lrclgcl I-'oirci' Sirrtetlrcrrt thc

i'eC(.)i-illllr'I i(i.,. t iilll. -

Frogranrme BPS

Ca:iiings

2016117

(li{illions)

Reduction/

Increasc

(N{illions)

Land Policl, and planning 101 1 627 1101

General Adrninistl'ation- planning ct

Suplrort seri,ices

1011 (827)

Lancl Adrninistration & Management 164

NLMS 90 90

Land Dispute

Management

and Coirflict 50 200

Total 8,455 0 8,455

(rr)



a) The ceiling fbr tlie.lr-rdiciary should be irrcreased by a further l(sh.1 billion to

cater for recurrent and develollment expenditure as follorvs; Ksh.500 nrillion
lbr recurrent experrditure and Kslr.500 million fbr developrnent experrditure

b) The Ceilirrgs for other sperrding agencies u,ithin the mandate of the

Comnrittee should be retained at the ceilings of the 201512016 FY.

MXN. NO.O8/20I6 - MEETINC WtrTH TFNE SENATE COMMITTEE ON
MONITORXNG, EVALUATION AT-ID NMPI"CT ASSESSMENT
F'IJND

The Vice Chairperson of the Committee, Senator Agnes Zani. informed tlie Coilmittee that

(i) The Sessional Committee on Monitoring. ]:l,slsation and Impact Assessment fund rvas

established to:

(a) Consider bi annual disburserrents out of the fund

(b) Receive repoils on the perfonrrance of the fund frorl the adrninistrator'

(c) Examine tire uronitoring programs being underlaken by the tuiids' recipients

(d) Prepare aird subnrit an annual repr:rt on the operations and perfornralrce of tire
ftrrrd to the senate

(e) Perfonll anli otirer furrction the sellate lllay approve.

(ii) The Taskforce on Adnrinistration and Disbursemeut of the Monitoring and Ei,aluation

Program of the Senate u,as established on it' .h-rly. 2014 with a menlbersliip of 13

senators. The taskforce \ /as mandated to cor'Ile up u,ith legisiation ior the establishment

of a county development furrd for tl-re sellators. Tire terms of reference have since been

expanded to iuclude:-

(a) Fomrulation of a fi'ameworl< and regulations for the disbursenrent aud allocation

of Ksh i Billion for nronitoring. evaluation and ir:rpact assessmerlt at the counties.

(b) Work with the National Assernbll, to iealign the legislation on CDF to the

constitution.

(iii) Tlie senate approved the Finance- Conrnrerce arnd Br-rd_eet Conrnrittee's report on the

BPS. 20 t5 which wAS tbru,aldeci to tl:e National Assenrbly Budget and

Appropriations Corlnrittee ii,ith one ol the reconrrlendatiorrs therein being a proposal

to allocate Ksh. I Billion throLrgh the I)arliarlerrtari,Slervice Cornniission Lrudget {br

r(l



sellatol's to cal'r), oul nronitoring- evaiuation and impact assessntenI at tlre countv
level.

(ir) l'he allocation of Ksh I Billion r.i,as provided tbr in tlie budget estintates for year

20i5116 urtder the Parliarnentary Service Conrrrission. horvevel the Budget and

Appropriations Couutrittee of tlre Nalional Assenrbly declined approval of the same

because there were no gr"ridelines on utilizatiorr of the money.

(u) The tasklbrce canre up with drafl Il'amervork regulations and guidelines ancl

submitted thenr to the Parliarrentary Selvice Comnrission for Consideration. The
t'egulaliotts goveming the prograrr wele promr"rlgated thlor"r-eh the Pr-rblic Finance
Mana-sement (Senate N4onitorin-e and Evaluation) RegLrlations. 2015 (Legal Notice
No. 25 l ) rvhich were qazetted on 3'd December. 20l 5 trough Gazette Notice No. 1 92.

(ri) The Parliantentary Service Corlnrission aud the Nalional 'l'reasury have been engaged
u,ith a vieu, to allocating rnoney to the Fr.rnd. leading to a resolution to allocate Ksh.
332 ntillion to be inclLrded in tlie supplenrentary bLrdget subject to approval by thc
Nalional Assenlbly.

N{IN. I{O. O9l2016 COMMtrTTEE R.ESOLUTIONS

The Conrnrittee resoived tlrat:-

(i) The issttes of concern raised in the presentations b1, cleirartnrental committees rvill be

discussed rvith the Cabinet Secretarl,. National freasury on 1'' March. 20j6.

(ii) Fuu'tlrer consultalions u,ith the Parliamentary Selvice Commission on the Sepate

N4onitoring, Evaluation and Inrltact Assessntent Fr-rnd will be done .

MIN. NO. 1O/20i6 - ,ADJOUIINMENI'

Therc being no otl 47 pnt. Thc next
nreeting r,i,ill be hel

Sign

(Ch a iry; rS

usiness. the Chairperson adjournecl the meeting at I

N4onda1, 29'l'Jtebrr.ta.y. 2016 at 2.30 prtr.

)a

i)a(c
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7. Flon. Nicolas Gurnbo. MP
8. Hoir. Maina Kauranda, NziP

9. Hon. Moses Lessonet,ltziP

10. Hon. Florence KajLrju, MP

1 1. Hon. Williarn Cheptumo, MP

i2. Hon. Mustafa Idd, MP

XN A.TIIENDA.NCtr

Na tiona ! A.ssembhl Secretztria t
i. Ms

2. Mr
3. Mr
4. Mr
5. It4r
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Phyllis Makar,r

Peter Cirenlwerlo

Ivialtin Masincle

Nicholas Eme.ieir

Derlris Mogare

.loseph'l',rcl i rairgr"r



7. Mr. Danson Kacltuurbo Fiscal Analyst

Parliamentarv Bud Office StafT. Zambia
1. Mr. Misael Kateshi

2. Mr. Fercirnard Chikabrve -

Parliarrrentary Budget Office, Zantbian Parliament

Par I i arrr entaly Bud get Offi ce. Zanbian Parl ianrent

N{IN. NO. O1/2016 _ I'RELIR{INARIES

Tlre Clrairperson called the meeting to older al 12.29 pur and said the prayer. She observed that

the nteeting \\'as convelred in respect of'the assigttment by the Speaker. of the',,vork oi'the Budget

and r\pltropriations Comnriltee to the Liaison Cornmittee. She stated that the nreeting was nteant

to brief lt4embers of the Conrnrittee orr tlre task of plocessing the 2016 Bud-eet Policy Statenierrt

and the tirtrelines ittvolved.

MIN. NO. O2l2016 - CONI.IRI\4AX'ION OF MINUTITS OF'I'I.IE PREVIOI]S SITTING

Confirrlralion o{'the nrinutes of the Iiiglrteenth sitting heici on 4'l' August. 20i5 was ciel-erLed to

tire next meetirtg.

MIN. NO. 03/2016 - I}ITXEIIING ON ]'I{E 2016 BUDG}IT POI,ICY STATE,MIINI"

'fhe Cliairpet'son invited the Directol of the Parlianrentary Buclget Office to brief N4embers on

processing tl'rc Budget Policy Statentent.

Preserrtatiotr b1, tlre Director, tr)at'liamclrtar3' tsudget Off ice

ln hel presentation. the Director. Pallranrentary lluclget OIIcc. lvls. Phyllis Makau infbrnred the

Conrmittee that: -

Deliver), of the national agenda through the br-rdget highly depends on horv well the

budget is linlted to the national priorities. For rlany vears. the locus on the bud-eet had

been the line item allocat:.orr hencc leading 1o inclernental brld-eetin-e often blind to neecls

ancl ptiorities oi-the counti\

2. Fol'the budget to be a crctliLrlc niechanisnr thror-rgh n,hich the natioual agenda cart be

clelivered. it has to be rssLic'based arrd policl,driveli hencc tlrc need for Lhc preparation

ancl tabling of tirc ilLrcl{icl i)t,lrc,r, Statenrerrt (RPS) in Palliamerrt i-he Ill)S rvill qir,'c arr

opl)ol'(unit)/ to the it4erlircrs rri'[)arliaurcnt to cllp.aqe on Ihe buclgct at lltc 1;olicv level

l. []Lrclgcting shouicl l;c ltz-,scr, ,.)r, ;riitronili siutic!,\, r .. ,,,r,.,r,. thinliinq on iclcntillcatron of'

issr-ies titi'oirgJi Sessiolai i'i:,,,-:,s. Scctoiili ielrot'is clc. lirc cc)Lti'ltl\ \\as.shri'trng itrvitv flttt:t

ir',r_'i..:t.rCltiaI 5gC!{r,,'t'ii(r;r' ...ir,-r ,:1|\(-lr.r i.,1..1r;r-trr'g1



a

4. hi acltieriing allocative efficiency. ciecisions are based at Drogratnute level lrence shifting
the decision on u,hat to finance to rvirat is to 6e-acliieved i.e. fbcus on lesuits aud outputs.

5. It's a legal requirernent that by i5'l' Febrirary each year'. tlie BPS should be presented and
laid in the National Assembly. Irr ordel'to enhance iransparencl, and accountability there

is cousultatiori with parliamentaly conrmittees and other stakeholders.

6. To ensure that tlie budget is credibie there is neeci to consrder antong other, the Econornic
growth talgeted and what must be done to achieve the talget; the size of the resource
envelope, both external and local: the financing gap atrd whether all the critical
expenditures are plovided fol and r,vhat rleasures are being put in place to ensure that the
total expenditure is affordable. The budget poiicl, staterxenr should be a guide to tlie
annuai estimates.

7 . The timelines for processins the 2016 BPS are as tabLrlated belou,: -

Finalizatioii of the report on IIPS

Submission ancl la-ving of ieport in
the IloLise

I-iaison (lontiriittcc N4arch 2016

L

_. - --i
.]0 t6 I

I

I

I)ebate ol'the report anci acioi:rtioi",

-_t

No Activiq, R.esponsibiEity T'imeline

I Submissiou and iaying of the

Estimates in the House

Leader of Majority 15th and 16th

February

2 Revieu, of the BPS
DepartmentaI Comnrittees

B), Chairs of tlie Varic,us

Depaltinental Coninrittees
l Tth February
to 24th

Febn-rali,2016

J Sr-rbrnission of recomntendations

b),DPTC's to Liaison Conrmittee

Chails of DPTCs By 26th

Febluary 20i6

4 27th to 29th

Febnrari, 2016

Ilevier,r, ancl consolidation oi
Recommendations by DP'fCs

Consultatiorrs u,ith CS Nationai

Treasrirl,

Liaison Ccmnrittee

1'' \ularch 20l 6

6 I-iaison Cornmittee Ideallr, ltt
N4aLclr. (Tno &
3'd itriarch)

7

8 I 
I'o 

r r se bus i i rt-'ss (lont nri t tec- g' Marclr



9 Introdr-rction o1' DORB in the

House

Chairpelson. Liaison
committee

9th March 2016

Prcsentation b1, the Deputy Director', Parliamentary Budget Oflicc

in his presentatiot.t. Deputl,' Dilector. Parliatnetrtarl, Budget Office. Mr. Martirt N4asinde

infornred the Conrmittee that; -

The bud-eet irolicl' statemetrt \vas a lever [or lillcipg policies. plaruin-e a,d budgeti,g. It
u,as the engine of Meditrm Tenr-r Iixpenditr.rre Irlameworl< that was broadly ancliored on

Article 201 of the Constitr,rtion. It actLralizes Alticle 221(4&5).

2. The BPS had its legal r-urderpiruring in the Constitution, the Public Finauce itlanagemenl

Law and the Pr-rblic Finance N4anagenrent Regr-rlatior:s.

3. The coutents of the ilPS inclr-rde: Bload policies for sustaining prosperitl, 1,', a volatile
global econonry: rccent econclmic deveioprnents and mediunr ternr outlook; Fiscal Policv
Ourtlool<: FY20l6/17 budgei atrd lt4ediurn Terur: and Countl,FinanciaI Management and

Div ision of llevcut-tc.

4. With legard to conrpliance u,ith the larv. the BPS has not yet conrplied r,vith the l)ublic
Finance l\4anage nrent l{egulations as lollovvs:

a) PFM RegLrlation 26(l) (a) - r\dherence to the regulation that requires expencliture

on conrpensation to entployees nol to exceed 35o/o of national qovernureut's

equitable shale of reverlLre.

b) PFM Regulation ?-9(1) (a) (ii) - Presentation of the bLrdget inlomration b1,

cconorlic and {irnctional classification. This has not been adcquately provided for'

individual nrinistrres.

c) PIrN4 RegLrlalron 2c)(l)(a) (viii) _- i)rovicling all adclitional inlormatron in Kshs.

i-he infornration oir lirnding PLrblic Prrvzrle i)artnership pr<t3ects funding rs

prcsented rn USD

d) I)ir\4 Iiegrrlatioiis l9( I ) (c) i\nzilvsrs eincl explanatiorr ol' r'cvenue poiicl'

iuclLrcling Plaunecl cliairscs io la\cs ancl rlthci lcvcnLle policics -l-hrs 
rrrlirrnratiou

iras rtot bccn llror icictl

-5. 
-l'he piliars uncict'lrrtniirg iiru ii.l)S rir,.'ltrcic liustarnrng ('oitclLicrvc lJusrrrcss I:nr rronurent
i),r i,r, r'<lir-;r'tii ( ),;ir,; i ;,ri; .. ,) r, ' ;. ,,-..11ri1r':' i;, itii,li\iit,-i1iJ ti. iipl,-',1. .-l),.\ii;iil':s

/i



to gror,r,tli; Sustained Sectorai Spending lar Entplo),rrierrt Creatiori i.e. agriculture,

manufacturing. Tor-rrisir recover)/. spot'ts, culture and arts. SLrstained Inrrestnrent in Sociai

Services for the rvelfare o1'Ker:yans, and Entrerrcliing Devolution:

6. Kenya's gro\ 4h had posted nrixed results. The GDP is estirrrated io expand br, 5.5%.

5.Bo/o.6.1% in 201 4115,2015/16 anC 2016117 respectivel-v.

7. The lessons learnt inciude: Consunrer spenciing cau be a kev driver of glowtlr but has its

risks; the need to focurs more on prcductive irrrrestments; need tc, enhance higher total

factor productivity gromh (share of contribution to GDP declined from l3 percent in
2006 to I I percent in 2013); a deteriolating balance of tlade is worsening the current
account balance; Insufficient Foreign Exchange reserves had made the Country to be

susceptible to e)(ternal shocks; the solution to long tenl grouth iay in agricultural
productivity and exports.

8. On public debt. over the mediunr tenn. the stock of debt was set to reduce fi'oni 50.3% of
GDP in 2015116 to zl8% in 2018/19 and that the colintry/ had shifted focus fromdomestic
to extenlal debt.

9. Despite Tleasurl, projections of a reducing plimary balance, figures indicate that debt

rvill continue rising in the medinm reri:t.

I0. Assuming a reai GDP grou4h of -s.4 Peiceut in 2015 (grori,th in 20i6 at satne ievel as

2015) and a weiglited average real ir:terest rate of 0.7 Percent, the debt stabilizing
plirnary balance required to keep tire debt level in 2016 at the end o12015 level is -2.7o/o.

However. the actual primary balance plorrided u,as -5.8%0.

i 1. On the fiscal ollt ruur, the Conrnrittee ireard thar: Reveni"res and gt'ants urete set to i'educe

from ?2.2'/o of GDP in 20151),6 to )1.49lo il 20i6117 then graciuaily increase in the

nrediurn teu11 to 21.9% in 2018/19: Total Expenciitlll'e was sei to reduce gi'adually over

tlre rnedirull reu'u: fi'on: 3 !0/o of GDP in ?01 5/1 6 to 28.3Yo in 2016/17 fLrrtirer io 26ot'o in

2018/19; Recun'ent. Derreloirrrerit and Count), Allocations are set to reduce gladuaily

fiom 20l6lll and tlie nrediuni terni. Tirele is no iridication of a sliift in lesources fi'our

recurrent to developinent ex]lenditr-rie: Contingeirc), Allocation is set to be maintainecl at

0.1% of GDP; Budget Deficit (inclusive of grants) red.uces gradLrall-v froni -8.8% of GDP

in 2015/16 to -4.1% in 20i8/19. ]'he EAC tlscal rule lequiles tirat the br.rdget deficit ior
all members be belorv -3o/o of GDP by ?02012I : borli exteinal bon'ovving and donrestic

borrorving rec{uce gradually over the medi,.ur-i ternr.

12. The Econoni\, lvas estinrated io gio\\' [r1, 5.4or'o. 5.5%. aitd -s.8% rn 20i5/16

2016111,20i7118 anci tliere was iiecd fcr':

i;



Reduction of the bLrdget deficit (inclusive of grants) to attain the EAC Fiscal nrle
of 3 percent of GDP b.t,2021.

Iucreasittg of the allocations to counties orrel tlre mediunr tel'nl to above 4 percent

of GDP as aliocatiotts to national Governnlent for expenditures that duplicale
those in tlre devolveci units are reduced.

o Addlessing the qo\/ernance issues affecting the country.

13. Over the period 2002103-2014115 the allocation towards deveiopmerlt grew'by 29 times
in norninal tenrs. f{6rr,;srrer. the rate o1' collpletion of pro.jects Irad been very lorv. As of
.lune 2015. tltere wel'e nrore tltair i.000 llrojects u;hich w'ere classified as ongoing. fhe
estimateci cost to complete these projec(s \\/as estirnated at Kshs.3 trillion. ln a countrl,
where cost overruns iu pro.lect inrplenrentation is inevitable. it ureans the overall
contpletion costs for these proiects rvill eventlrally be trore than Ksirs.-? tt'illiol.

14. On lnter-fiscal relatiorts and sirarabie revenue the comrnittee ra,as briefed that:-

a) Tliere u,ere liu-qe sunrs of idle resources at the Cor-urty i{evenue F-uncls accounts ar

CBK and that Cor"rrrties wel'e stili largell, delletrclent on natior-tal share of levenue
u,ith little grouth of ou,n-soLrrces of revenlre arrd that transfer of furnctions was ),et
to be finalized.

b) Cor-rnties were set to t'eceive I(sh -102.2 Billion of which Ksh 280.3 Billion vvas

for eqiritable shale ancl I(sh 21.9 Billion was as conditional grants.

c) A tierv corrditionai gianl of l(sir 200 lvlillion hzrcl been irrtrodr.rced for I-lola (1-ana

River) and Lanrr-r Countv itel'erral I"lospitals to provide entergellc)/ care to Patients
alfected b), terror attacl<s.

d) 'fhe breal<down ol'allocations to cctr-tnties was as tabr"rlated below

2015116 2016111

KSII BIL]-IONS

C-'ount1, i-.qui tab I e S ha le 259. tt 4.5 2ri0 i00

o

Cloltcii t r c na i r\ I j o,.:lit ions 2 t.269 1 2 I ti98. i
,i.298 0

I

I

l
I

I

iri cc irratcr iriri lr,.:iri thcar,:

I ca-(i,tg oi''lecl ic:'I cqrr;irr)rci1l

4 iI 0

4.:()0 0 4.500 0 I



Compensation lbr"user fee forgonec' 900.0 900.0

Level 5 hosltitalso 3,600,0 4000.0

Aliocation trom fuel ler,), fund (15%)e 3,300.0 4,3 06.8

grarlt sLlpporting access to entel.geltcli
medicai services

o Special 200.0

Loans and grantso 10.671.2 3,870.7

Total County Allocation 287.fi44.2 302,199.5

l\4em bers' Observations

Members observed that:

l ' The timelines for processing the BPS rvere tight u,l:icl: called for total cledicatio, a.cj
cornmitment to the process.

2' There was concern witli regarcl to ongoing pro.iects rvhiclr requir.ed about Kshs. 3 trillion
to execttte. Tl:e Comurittee requestecl to be funrished u,itlr a Iist of tlie saici projects.

3' There was ueed to reign in the expencliture oil \,age bill by the County, Go,ermnerlts
rvhich were eurploying httntatr resolrrces rvithout regarcl to the balloonin-u rvage bili.

4' To cttrb ovetspending on recllu'ent expei:diture. there vvas rleeci to r.i6g-ie1ce funds nleant
1'or capital (development) spending to eusure therv are useci for ilteirded purposes.

5 ]t ra'as uuacceptable fol the Comrtrission or1 Re.,,enLre Allocatiolt to allocate f,,cls tbr.
rehabilitation of schools in ternls of conditional srarrts yet CDF was declicatecl
specifically to education, ireaith at:cl security marters her:ce covering the rehabiiitatio, of
schools conlponent.

Resolutions

Tlie Cornmittee resolveci that:-

1. The Parliamentarl, Budger Otfice sliould Dror:lcle Nzientber.s vviti: a list of
incornplete/ongoing ltrojects ior.the iast three yaers.

2' Tlie Liaison Cotrttriittee shall t'eceive subnrissions ii'crr: ieparinrenial cosrrlittees o. ihe
BPS on 29'l'FebrLlat')/. ?016. rueet the Cabinet Secletai'-y, j..lgrtional Tr.easur.1, er.cl the



parlianienlarv Service Conrnrission Sub-Conltuitlee otr Fitlance on 1'' Irebruarl'.2016 on

the llPS.

h{IFl. I{O. 04/20i6 - ADJOi-lUh'i'4f.i\]'

There being r-ro other bilsiless. thc Chairpel'sort acliourrted the nreeting at fifty four lllil'lutes to

One O'clocl<. 'l'he tlext eeting vvill be convetted thi'or-rgh a trotice to tlenlbers

Datc ...
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