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CHAIRPERSON'S FOREWORD

The Division of Revenue Bill, 2021 (National Assembly Bill No.7 o12021) was read forthe first time in

the National Assembly on of Tuesday, March ?th,2021. Pursuant to Standing Order 127(2), the Bill was

committed to the Budget and Appropriations Committee for review and recommendations. The Bill seeks

to provide for sharing of revenue raised nationally between the national government and county

governments for the financial year 2021122 in accordance with Article 202,203,205 and 218 of the

Constitution.

The enactment of the Division of Revenue Bill,2021 is critical in paving way for the introduction of the

County Allocation of Revenue Bill,2021, which will provide for the sharing of the revenue raised nationally

among county governments and thus forming the basis of preparation of the annual budget estimates

for the forty-seven (47) county governments,

The spirit and letter of Article 224 of the Constitution requires that County Governments prepare and

adopt their annual budgets and appropriations bills based on the approved Division of Revenue Act.

Furthermore, in April 2020, the High Court ruled that in any financial year, the Division of Revenue Bill

ought to be introduced in Parliament simultaneously with the County Allocation of Revenue Bill and

should precede the Budget Policy highlights and the Appropriation bill for the budget estimates.

ln adherence with this court requirement and endure that county budgeting process is unimpeded, it '.is

imperative that we dispense with the approval and subsequent enactment of the Bill in a timely manner.

Mandate of the Committee

Article 221 (4) of the Constitution and Section 7 of the Public Finance ManagementAct,20l2 provide

for the establishment of a Committee of the National Assembly whose main role is to take the lead in

budgetary oversight by the National Assembly. Pursuant to this constitutional provision, Standing Order

207 establishes the Budget and Appropriations Committee with specific mandates as follows:

i. lnvestigate, inquire into and report on all matters relating to coordination, control and monitoring

of the national budget;

ii. Discuss arrd review the budget estimates and make recommendations to the House;

iii. Examine the Budget Policy Statement presented to the House

iv. Examine bills related to the national budget including appropriation bills;

v. Evaluate tax estimates, economic and budgetary policies and programmes with direct budget

outlays; and

vi. Examine the Division of Revenue Bill.

Budget and Appropriations Committee Report on the Division of Revenue Bill,2021 Page 2



Membership of the Committee

The Budget and Appropriations Committee as currently constituted comprises of the following

Honourable Members:

Member

1. Hon. Kanini Kega, CBS, M.P. - Chairperson

2. Hon. Benard Shinali, M.P. - Vice Chairperson

3. Hon. CPA John Mbadi, EGH, CBS, M'P.

4. Hon, EmmanuelWangwe, CBS, M.P

5. Hon. Fatuma GediAli, CBS, M.P.

6. Hon. Wangari Mwaniki, OGW, M.P

7. Hon. CPA Moses K. Lessonet, CBS, M.P

B. Hon. Samwel Moroto, M.P.

L Hon. Millie Odhiambo, M.P.

10. Hon. Richard Onyonka, M.P

11. Hon. (Dr.) Makali Mulu Benson, M'P.

12. Hon. Twalib BadY, M.P.

13. Hon. Jude Njomo, M.P.

14, Hon. Sarah Paulata Korere, M.P. &

15. Hon. Josephine Naisula Lesuuda, OGW, M.P./

16. Hon. Alfred Kiptoo Keter, M.P

17. Hon. Sakwa BunYasi, M.P.

18. Hon. Florence Chepng'etich Koskey Bore, M.P'

19. Hon. James Gichuki Mugambi, M.P'

20. Hon. Danson Mwashako, M.P.

21. Hon. (Eng.) Mark NYamita, M.P.

22. Hon. Paul Abuor, M.P

23. Hon. Mercy Wanjiku GakuYa, M.P.

24. Hon. CPA Francis Kuria Kimani, M.P

25, Hon. SamuelAtandi, M.P

26. Hon. Joseph Manje, M.P

27. Hon. Marselino Arbelle, M.P
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5) Mr. Joram Baraza

PARLIAMENTARY BU DGET OFFICE

1) Mrs. Phyllis Makau, OGW

2) Mr. Martin Masinde

3) Mr. Robert Nyaga

4) Mrs. Millicent Makina

5) Mrs. Julie Mwirigi

6) Mr. James Chacha Machage

7) Dr. Abel Nyagwachi
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Director, PBO

Senior Deputy Director, PBO

Deputy Director, PBO

FiscalAnalyst I

FiscalAnalyst I

FiscalAnalyst I

FiscalAnalyst I

House for

'I--FIE lrJ,A,f-'I Ci i'.i r,. -i-. l\trS Els,{BL}i

Examination of the Division of Revenue Bill (National Assembly Bill No. 7 of 20211

The Division of Revenue Bill (National Assembly Bill No. 7 o12021) was read a first time during the

afternoon sitting of Tuesday, March }th ,2021. Pursuant to Standing Order 127 (2), the Bill was committed

to the Budget and Appropriations Committee for review.

Atthis juncture, lwish to highlightthatthe provisions underthe DoRB, 2021 are in linewith the House

resolutions on the Budget Policy Statement and the Debt Management Strategy tor 2021122 and the

medium term. This is in accordance with the provisions of Standing Order 232(8) (a).

On behalf of the Committee and Pursuant to the Standing Orders 199(6) of the National Assembly,

it is therefore my pleasant duty and privilege, to table this report on the Division of revenue bill

(National Assembly Bill no. 7 of 2021) for consideration and approval by the House.

Acknowledgements

The Committee wishes to thank the Office of the Speaker, the office of the Clerk of the National

Assembly, and the Parliamentary Budget office for the support extended in fulfilling this mandate of

of reviewing the Division of Revenue Bill (National Assembly Bill No. 7 of 2021).

to

1rr11->111,i. j. i..,A,r

[rA* €: 1 t l,lAli 2021

D
PlE\€,ni}ffi.6.ffi%I {}At:'. I-@h.,i*..x1,-Frl
i.+ff .^ ,,i \nqvr ii f.ffi..d4-.rrr;atM!

1',/il,.Lill)
RV.

{.li,g - 1'\ .t

;. .!::-,.1:. -li' r'r,$.!.,-[ :

r-_ \101 v

q$-"Kq
)-

r1 tJIg n.\.-^to

Budget and Appropriations Committee Report on the Division of Revenue Bill,2021 Page 4



ED

H INI KEGA, CBS, M.P.

CHAIRPERSON. THE BUDGET AND APPROPRIATIONS COMMITTEE

0

DATE

-li:t,
?'itE_f}iiE I.E:

Budget and Appropriations Committee Report on the Division of Revenue Bill,2021 Page 5

t/ LOI

CLo..;-
aF)tnt

8..t
"t

laq i.0 JS



A. INTRODUCTION

1. The Division of Revenue Bill (National Assembly Bill No. 7 of 2021) provides for the sharing of revenue

raised nationally between the national government and county governments for the financial year

2021122 in accordance with Article 202,203,205 and 218 (2) of the Constitution.

2. The revenue shared is calculated on the basis of the most recent audited accounts of revenue received,

as approved by the National Assembly and is distributed equitably between the two levels of government

then shared among counties based on the Third basis formula for sharing revenue approved by

Parliament under Article 217 of the Constitution.

B. OVERVIEW OF DIVIS]ON OF REVENUE BILL,2021

3. The projected revenue collection for the financial year 2021122 is estimated at Kshs 1,775.62 billion. The

amount is shared between the national government, County government and the Equalization fund as

follows:

i, National Government - Kshs. 1.398 trillion

ii, County Governments - Kshs. 370 billion

iii. Equalization Fund - Kshs. 6.8 billion

ALLOCATIONS TO COUNTY GOVERNMENTS IN FY 2021122

4. The Division of Revenue Bill, 2021 , seeks to allocate Ksh. 409.88 billion to County Governments for the

financial year 2021t22, based on the last audited and approved Revenues for the FY 201 6/1 7 worth Ksh,

1,357,698 Million. This represents a Kdhs, 38.3 billion or 10% increase in resource allocation to counties

and is broken down as follows:

1)Equitable share worth Ksh.370 billion; The equitable share of revenue takes into account the

fiscalframework set out in the BPS which has been approved by Parliament for FY 2021l22.This

is further shared among counties based on the Third basis formula for sharing revenue approved

by Parliament under Article 217 of the Constitution.

2)Conditional allocations amounting to Ksh. 7.53 billion, allocated as stipulated in Article 202(2)

of the Constitution from the share of national government revenue comprising of;

i, Kshs 7,205 million for Leasing of Medical Equipment which is a conditional grant was

initiated in the FY 2015116 in order to supporting provision of specialized medical services

in public hospitals in an effort to improve access to specialized medical services for all

Kenyans,

ii. Kshs 332 million to Supplement County Allocation for the construction of lsiolo,

Lamu, Nyandarua, Tana River and Tharaka Nithi County Headquarters. The grant

was introduced as part of conditional grant during financial year 2016117 whose purpose

is to support construction of offices by county governments that did not inherit adequate

facilities from defunct Local Authorities.
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3) Additional conditional allocations from proceeds of loans and grants by development partners

amounting to Ksh. 32.344 billion. This comprise of the following 12 grants;

i, IDA-Kenya Devolution Support Program (KDSP) (Level 2 Grant) - Kshs. 4.6 billion

ii, IDA-Transforming Health Systems for Universal Care Project - Kshs. 2,23 billion

iii. DANIDA Grant - Primary Healthcare in Devolved Context Kshs. 701.25 million

iv. IDA-NationalAgri. & Rural lnclusive Growth Project (NARIGP) - Kshs. 6.4 billion

v. EU-lnstruments for Devolution Advice and Support (IDEAS) - Kshs. 230.73 million

vi. IDA - Kenya Climate Smart Agriculture Project (KCSAP) - Kshs, 7.84 billion

vii. WB - Kenya lnformal Settlement lmprovement Project ll Kshs. 2.8 billion

viii. IDA- Water and Sanitation Development Project (WSDP) - Kshs, 5 billion

ix. Sweden Agri. Sector Development Programme ll (ASDP ll) - Kshs, 1.3 billion

x. Drought Resilience Programme in Northem Kenya - Kshs' 370 million

xi. Emergency Locust Response Project (ELRP) - Kshs. 800 million

xii. UNFPA- 9th Country Programme lmplementation - Kshs. 73.87 million

CONDITIONAL GRANTS

S. ln line with Article 202(2) of the Constitution the national government has been allocating additional conditional

allocations to the county govemments from the national govemment share of revenue raised nationally,

However, inFY 2021122 there seem to be a policy shiftfrom past practice.

1) Conversion of GoK conditional allocation to equitable share

6. The Division of Revenue Bill, 2021 seeks to convert to equitable share status, most of previously

allocated conditionalgrants from nationalgovernment's eQuitable share worth Ksh. 17,02 billion. These

include:

i. Atlocation from Fuel Levy Fund worth Kshs.9.4 billion or 15% of the Roads Maintenance

Fuel Levy Fund meant for maintenance of county roads as stipulated by the Kenya Roads Board

Act, 1999. This conversation should however be undertaken in line with provisions of Article 206

of the Constitution and definition of "revenue" under the CRA Act, 2011.

ii. Compensation for llser Fees Forgone (Kshs. 900 Million): To compensate public

dispensaries and health centers for lost revenue on abolishment of user fees. This was meant

to cushion and ensure sustainable Govemment policy of not charging user fees in public health

facilities.

iii. Level5 hospifa/s (Kshs. 4.33 Billion/; The objective of the conditional grant to level 5 hospitals

is to sustain service delivery in designated Level 5 hospitals mainly former provincial general

hospitals. This is to be achieved by targeting medical and surgical sub-specialties, inter-county

refenal services and medical training.

iv. Rehabilitation of Youth Polytechnics (Kshs. 2 Billion): lntroduced in financial year 2017118,

aims to enhance access to quality and relevant vocational skills training to empower the youth

by equipping Technical and Vocational Centers and capitation of student fees.
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2) lmpact on Conditional Grants (loans and grants)

7. The Bill introduces four (4) new additional conditional allocations from proceeds from development

partners'grants and loans. These are as follows;

i, Emergency Locust Response Project (ELRP) Kshs. 800 million financed by World Bank to

prevent and respond to the threat to livelihoods posed by the Desert Locust outbreak and to

strengthen Kenya's system for preparedness'

ii. UNFPA- 9th Country Programme lmplementafion Kshs 73.87 million intended address

national priorities under the third Kenya Medium-term Plan (2018-2022), the'Big Four'Agenda,

the 2030 Agenda for Sustainable Development, the Africa Union Agenda 2063, the Kenya United

N ation s Development Assistance Framework 201 8-2022.

iii. Kenya lnformal Sefflemenf lmprovement Project I/ Kshs 2.8 billion funded by the World

Bankloimprove access to basic services and tenure security of residents in participating urban

informal settlements and strengthen institutional capacity for slum upgrading in Kenya through

increasing access to basic infrastructure and services.

iv. Primary Healthcare in Devolved Context Kshs 701.25 million, a grant from the Danish

lnternational Development Agency (DANIDA) to improve utilization and quality of primary

health care services with a focus on reproductive, maternal, new-born, child, and adolescent

health services.

8. ln addition, the bill has reintroduced the following conditional grant:

i. The IDA-Kenya Devolution Support Program (KDSP) (Level 2 Grant) worth Kshs 4.6

billion. this is the balance carried forward from the financial year 2019120 that was not disbursed

to respective county governments, to cater for counties that met the performance score after the

fourth Annual Capacity and Performance Assessment (ACPA) carried out by the State

Department for Devolution

COMMITTTEE OBSERVATIONS

9. The committee made the following observations, that;

i. The conversion of the Allocation to county governments from the Fuel Levy Fund (15%) -
Kshs. g.4 billion, is in contravention of the statute establishing the Fund and whose intention

was to ring-fence critical financing for road maintenance by both national and county

governments.
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ii. Fudhermore the definition of "revenue" under Article 206r of the Constitution and

Commission on Revenue Allocation Act,20112, exempt money excluded by an Act of

Parliament and payable into another public fund, from being considered as equitable share.

The Road Maintenance Levy Fund is one of such fund whose sources of funds cannot be

classified as equitable share.

iii. There is continued inability to oversight over the use of conditional grants allocated to

counties. Conversion of the conditional grants to equitable will not address this problem.

iv. lt is important to note that this has been an ongoing practice, by county governments, of

utilizing conditional grants for purposes other than that stipulated under law in disregard of

the Division of Revenue Act and the County Allocation of Revenue Act and should be

investigated.

v. Conversion of health related conditional grants to equitable share without prior tabling of a

report indicating the extent of development of county related health institutions could lead to

health burden to affected county governments during a pandemic period and affect service

provision.

vi. Given that the revenue shared are projections creates fiscal risk that could necessitate

borrowing, without which national government budget implementation process will be

negatively affected. ldeally, any revenue shortfall should be shared equitably between

national and county governments.

COMMITTEE RECOMMENDATIONS

10. Having considered the above matters, the Committee recommends that this House approves the

Division of Revenue 9ilJ.2021, specifled as follows:

i. National Government equitable share worth Kshs. 1.398 trillion;

ii. County Governments equitable share worth Kshs. 370 billion;

iii. Equalization Fund allocation worth Kshs. 6.8 billion;

iv. GoK Conditional allocation worth Kshs. 7.5 billion; and,

v. Additional conditional allocations from proceeds of loans and grants by development partners

worth Kshs .32.34 billion.

11. The Committee therefore recommends to the House that the Division of Revenue 9il',2021, be read

a second time.

l Article 206 of the Constitution -'There is established the Consolidated Fund into which shall be paid all money raised or received

by or on behalf of the national government, except money that; (a) rs reasonab/y excluded from the Fund by an Act of Parliament

and payable into another public fund estab/ished for a specific purpose'

2 Revenue definition - means all taxes imposed by the national government underArticle 209 of the Constitution and any other

revenue (including investment income) that may be authorized by an Actof Parliament, but excludes revenues referred to under

Articles 209(4) and 206(1XaXb) of the Constitution;
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ANNEXES

Table 1: County Government Resource Allocation, FY 2021122

ITEM

7,537.00

7,205.00

Approved Revenue i.e.

Ksh.1,038,035 Million
for FY 2014/15

Used lasf audited and
approved Revenue i.e. Ksh.

1,357,698 Million for FY 2016/17

FY 2019/20 FY 2020121 FY 2021122

County Equitable Share 310,000.00 316,500.00 370,000.00

Conditional allocations from the National

Government share;

13,911.15 13,731.00

Leasing of Medical Equipment 6,200.00 6,205.00

Compensation for user fees forgone 900.00 900.00

LevelS hospita/s 4,326.00 4,326.00

Supplement for construction of county

headquarters

485.15 300.00 332.00

Rehabilitation of Youth Polytechnics 2,000.00 2,000.00

Allocation from Fuel Levy Fund (15%) 9,984.06 9,433.27

Conditional allocations (Loans & grants)of
which:

38,704.88 30,204.35 32,343.89

IDA-Kenya Devolution Supporf Program (KDSP)

(Level 1)

1,410.00 2,115.00

IDA-Kenya Devolution Support Program WSP)
(Level2 Grant)

4,890.00 4,600.00

I D A-T r a n sf o r m i n g H e a lth Sysf ems f o r U n iv e r s al

Care Project

2,994.25 4,345.38 2,234.66

DANIDA-U niversal Healthcare For Devolved

System Program

986,58 900.00

DANIDA Grant - Primary Healthcare in Devolved

Conbrt - Successorof the Restructured

DANIDA - UniversalHealthcare for Devolved

System Program

701.25

IDA-National Agriculture & Rural lnclusive

G rovrth P roject (N ARI G P)

7,232.72 4,261.65 6,395.00

EtJ-lnstruments for Devolution Advice and

Supporf (IDEAS)

492.70 216.01 230.73

IDA (World Bank) - Kenya Climate Smarf

Agricultu re Proje ct (KCS AP)

3,643.30 7,119.73 7,838.34
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ITEM

Approved Revenue i.e.

Ksh.1,038,035 Million
for FY 2014/15

Used lasf audited and
approved Revenue i.e. Ksh.

1,357,698 Million for FY 2016/17

FY 2019120 FY 2020121 FY 2021122

World Bank- Kenya Urban Support
Program(KUSP)- UDG

11 ,464.70 6,366.00

World Bank- Kenya Urban Suppot
Program(KUSP)- U/G

396.00

World Bank- Kenya lnformal Seff/emenf

lmprovement Project ll (KSIP l0
2,800.00

IDA-Water and Sanitation Development Project

(wsDP)
3,500.00 3,400,00 5,000.00

Sweden Agiculture Sector Development
Programme ll (ASDP ll)

849.63 652.58 1,300,04

EU- Water Tower Protection and Climate

Change Mitigation and Adaptation Programme
(waTER)

495.00 528.00

Drought Resl/rence Programme in Nofthern
Kenya

350.00 300.00 370.00

Emergency Locusl Response Project (ELRP) 800.00

UNFPA- 9th Country Programme lmplementation 73.87

TOTAL 371,600.09 369,868.61 409,880.89

Budget and Appropriations Committee Report on the Division of Revenue Bill,2021 Page 11



, \.DU I

Members attendance list

t:

ro riations Commi

.. Time

Name SiBnlture

I The Hon. Kanini Kega, CBS, M.P.-
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MINUTES OF THE lzth SITTTNG OF THE BUDGET AND
APPROPRIATIONS COMMITTEE HELD AT NDOVTJ CONFERENCE
HALL, BOMA HOTEL, SOUTH C ON WEDNESDAY, 10th MARCH
2021, AT 2.30 P.M.

PRESENT:

1. Hon. Kanini Kega, CBS, M.P.- Chairperson
2. Hon. Benard Masaka Shinali, M.P.- Vice Chairperson
3. Hon. (CPA) John Mbadi, EGH, CBS, M.P.

4. Hon. Emmanuel Wangwe, CBS, M.P.

5. Hon. Millie Odhiambo, M.P.

6. Hon. Richard Onyonka, M.P.

7. Hon. Alfred Kiptoo Keter, M.P.

8. Hon. Samwel Moroto, M.P.

9. Hon. (CPA) Moses K. Lessonet, CBS, M.P.

1O.Hon. Fatuma Gedi Ali, CBS, M.P.

11.Hon. Jude Njomo, M.P.

12.Hon. Danson Mwashako, M.P.

l3.Hon. (Eng.) Mark Nyamita, M.P.

l4.Hon. Florence C. K. Bore, M.P.

l5.Hon. Sakwa Bunyasi, M.P.

16.Hon. James Gichuki Mugambi, M.P.

17.Hon. Paul Abuor, M.P.
18.Hon. Wangari Mwaniki, OGW, M.P.

19.Hon. Samuel Atandi, M.P.
20.Hon. Mercy Wanjiku Gakuya, M.P.

21.Hon. (CPA) Francis Kuria Kimani, M.P.
22.Hon. Joseph Manje, M.P.
23.Hon. Masalino Arbelle, M.P.

ABSENT WITH APOLOGY:

1. Hon. Badi Twalib, M.P.

2. Hon. (Dr.) Makali Mulu, M.P.

3. Hon. Josephine Naisula Lesuuda, OGW, M.P

4. I{on. Sarah Paulata Korere, M.P.
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DEPARTMENTAL COMMITTEES CHAIRPERSONS/
REPRESENTATIVES

1. Hon. Kareke Mbiuki, M.p.
2. Hon. Sabina Chege, M.P.
3. Hon. Peter Mwathi, M.p.
4. Hon. William Kisang, M.p.
5. Hon. Silas Tiren, M.P.
6. Hon. Wafula Warnunyimyi, M.p.
7. Hon. Cornelly Serem, M.p.
8. Hon. Sophia Abdi, M.P.
9. Hon. Joseph Oyula, M.p.

THE NATIONAL TREASURY

l. Amb. Ukur Yatani, EGH
2. Dr. Julius Muia
3. Mr. Amos Gathecha

4. Mr. Albert Mwendwa
5. Mr. Bernard Ndungu
6. Mr. Stanley Kaman
7. Mr. Christopher Kiungua
8. Mr. Francis Anyona
9. Mr. Daniel Ndolo
10.Mr. Samuel Kiiru
1l.Mr. Musa Kathanje
12.Ms. Miriam Musyoki
l3.Ms. Isabella Kogei

PARLIAMENTARY BUDGBT OFFICE
1) Mrs. Phyllis Makau, OGW
2) Mr. Martin Masinde
3) Mr. Robert Nyaga
4) Mrs. Millicent Makina
5) Mrs. Julie Mwirigi
6) Mr. James Chacha Machage

Chairperson, Envirorulent
Chairperson, Health
Chairperson, Labour
Chairperson, ICT
Chairperson, Agri culture
Chairperson, NG-CDF
Member, NG-CDF
Member, NG-CDF
Member, NG-CDF

Cabinet Secretary
Principal Secretary
PAS

Director General

Director General
Director General
Director General
Director of Budget

Deputy Director
Director of Planning
Director, MFAD
Assistant Director
Parliament Liaison

Director, PBO
Senior Deputy Director, PBO
Deputy Director, PBO
Fiscal Analyst I
Fiscal Analyst I
Fiscal Analyst I



7) Dr. Abel Nyagwachi

COMMITTEE SECRETARIAT

1) Mr. Joseph Ndirangu
2) Mr. Danson Kachumbo

3) Mr'. Bernard Omondi
4) Mr. Stephen Nyakuti
5) Mr. Joram Baraza

Fiscal Analyst I

FiscalAnalystl&Clerk
Fiscal Analyst I
Sergeant at Arms
Audio Officer
Office Assistant

AGENDA

Prelirninaries & Confirmation of Agenda
Meeting witlt tlte Cabinet Secretary to discuss supplementary
estimates

Adoption of tlte BAC draft report on Division of Revenue Bill( No. 7
of 2021)

Any Other Business (A.O.B)

MIN. NO. NA/B Acl202ll283: PRBLIMINARY

The Chairperson welcomed the committee members to the meeting and called the

meeting to order at 3.00 p.m. Thereafter, a prayer was said.

MIN. NO. NA/BAC/2021/284: MEETING WITH THE CABINET
SECRETARY

The Chairperson invited the Cabinet Secretary to the meeting so as to brief the

Committee on the proposed amendments to the supplementary estimates by the

National Treasury. The Cabinet Secretaly was able to respond to the questions

in the following manner:

Question 1: Why the Committee were being subjected to discuss two
documents at the same time, that's is the addendum and the Supplementary
budgets.

The adjustment to source for extra funds such us Ksh. 10 billion for NG- CDF as

recommended by the BAC in the last previous engagements affected the original
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budget schedules hence the its imporlant for the committee to appreciate the two
arnended documents concurrently

Question 2: Whether State Departments were involved in the supplementary
budget making process and if the document was approved by the cabinet.

The changes are brought about by the variations that were agreed upon when he
appeared before the BAC sornetimes back. They agreed on various reallocations
and adjustments. The document is not static and is prone to be changed at various
stages on its development.

The Cabinet Secretary explained that the budget is also inclined to the executive
agenda spearheaded by the President. The budget is made through wide
consultations with various govemment departments not the National Treasury
alone. The engagement took place at various levels starting with accounting
officers, then cabinet where the heads were involved in the agreement.

Question 3: The committee queried if the Addendum by the National
Treasury was right before the Committee

The Director, Parliamentary Budget Office confirmed that the addendum was
properly before the committee, as it was tabled by the Leader of Majority and the
Hon. Speaker marked it to the Committee.

Question 4: The impact of supplementary estimates to the macro- fiscal
framework

The deficit will lead for the National treasury to borrow externally and internally
and this will pile up and become a big problem. The only remecly could be budget
cuts including salary cuts and this will affect many lives.
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Remarks from Departmental Committee Chairpersons present on the
proposed amendments

1. Chairperson, Departmental Committee on ICT

The Chairperson informed the committee that there was an agreement that the

monies amounting to Ksh. 300m was to pay pending bills under ICT subsectors.
The Chairman rejected the addendurn presented by the National Treasury and
requested the committee to consider the submission from the committee.

2. Chairperson, Departmental Committee on NG-CDF

The Chairperson informed the cornmittee that during the meeting he had with the
Cabinet Secretaty, it was agreed that he will undertake the following: that
National Treasury clears the remaining the balances by 30tr'April and he will be

releasing Ksh. 2 billion per month. In regards to amears totaling Ksh. 13 billion,
he committed that it will be cleared between May and June202l.

3. Chairperson, Labour and Social Welfare

He informed the committee that the budget cuts would vulnerable in the society
and urged the committee to reconsider the budget cut that was reduced from
hunger safeness amount of 2m.

4. Chairperson, Agriculture, Livestock and Fisheries.

The Agriculture Committee rejects the addendum and requested the Cabinet
Secretary to release all the money for payment of famers who imported food
products. The Chairperson further informed the committee that he wanted further
clarifications from the Treasury that has been raised by some line ministries.

5. Chairperson, Environment and Natural Resources.

It was noted that in that all the state corporations' recommendations line
ministries under the sector \,vere reversed by the National Treasury. This had
resulted in a budget cut amounting to Ksh.4.1 billion. Therefore, the committee
recommended the Budget & Appropriations Committee to reinstate the cuts.
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In his closing remarks, the Cabinet Secretary informed the Committee that the
Supplementary Estimates are supposed to be approved two weeks before IMF
board meeting that is scheduled on 2"d April 2021. This was a pre-condition so
that the country can access the loan facility of 150 billion of which IMF is Ksh.
75 billion as well as Ksh. 75 billion of the World Bank.

After deliberations, the committee resolved the foilowing:

l. To allotry those Departntental Committees affected by the proposed
amendments in particular, Departntental Comntittee on National Security
and ICT to nteet latest on Monday and submtt their subruission to the
secretartat thereafter. The Parliamentary Budget ffice to compile all the
submissions.

2. The Contntittee to table its report on Wednesday should there be a special
sitting or otheru,ise table on 23''d March when the House resLtmes after the
short recess.

MIN. No. NA/BAC|202L|285: ADoPTION oF REpoRT THE BUDGET
AND APPROPRIATIONS COMMITTEE REPORT ON DIVISION OF
REVENUE BrLL OO. 7 OF 2021)

Members were taken through the draft report by Parliamentary Budget Office.
The committee went clause by clause of the report. After deliberations, the
committee adopted the reporl with the following observations and
recommendations:

A. OBSERVATIONS

1) The conversion of the Allocation to county goverrunents from the Fuel
Levy Fund (15%) - Kshs. 9.4 billion, is in contravention of the statute
establishing the Fund and whose intention was to ring-fence critical
financing for road maintenance by both national and counfy governments.
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2) Furthernore, the definition of "revenue" under Article 206t of the
Constitution and Commission on Revenue Allocation Act, 20112, exempt
money excluded by an Act of Parliament and payable into another public
fund, from being considered as equitable share. The Road Maintenance
Levy Fund is one of such funds whose sources of funds cannot be classified
as equitable share.

3) There is continued inability to oversight over the use of conditional grants
allocated to counties. Conversion of the conditional grants to equitable will
not address this problem..

4) It is important to note that this has been an ongoing practice, by county
govelnments, of utilizing conditional grants for purposes other than that
stipulated under law in disregard of the Division of Revenue Act and the
county Allocation of Revenue Act and should be investigated.

5) Conversion of health-related conditional grants to equitable share without
prior tabling of a report indicating the extent of development of county
related health institutions could lead to health burden to affected counrv
governments during a pandemic period and affect seruice provision.

6/ Given that the revenue shared are projections creates fiscal risk that could
necessitate borrowing, without which national government budget
implementation process will be negatively affected. Ideally, any revenue
shortfall should be shared equitably between national and county
governments.

B. RECOMMENDATIONS

Having considered the above matters, the Cornmittee recommends that this
House approves the Division of Revenue Bill2021, specified as follows:

1) National Govemment equitable share worth Kshs. 1.39g trillion;

2) county Governments equitable share worth Kshs. 370 billion;

1 Article 206 of the constitution - "There is established the consolidated Fund into which shall be paid all money raised or
received by or on behalf of the national government, except money that; (a/ is reasonably excluded from the Fund by an Act
of Parliament and payable into another public fund estabtished for a specific purpose',

2 Revenue definition - means all taxes imposed by the national government under Article 209 of the Constitution and any
other revenue (including investment income) that may be authorized by an Act of Parliament, but excludes revenues
referred to under Articles 209(a) and 206(1)(a)(b) of the Constitution;
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3) Equalization Fund allocation worth Kshs. 6.8 billion;

a) GoK Conditional allocation worth Kshs. 7.5 biltion; and,

5) Additional conditional allocations from proceeds of loans and grants by
development partners worth Kshs. 32.34 billion.

MIN.NO.NA/BAC 120211285: All-Y OTIIER BUSINESS &
ADJOURI\MENT

There being no other matters to consider, the meeting was adjourned at 7.00 p.m.
The next sitting will be communicated at a later date.

SIGNED

KEGA, CBS, M.P.

CHAIRPERSON, BUDGET AND APPROPRIATIONS COMMITTEE
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CIIAIITPEITSON'S IIOIIEWOIID

In accordance with Article 223 of the Constitution, Section 44 of the Public Finance

Management Act, 2012, PFM Regulation 40 and Standing Orders 243;l am honoured to

present to this I-Iouse, on behalf of the Members of the Budget and Appropriations

Committee, the Committee's Report on the first Supplementary Budget for financial year

202012021

I'he supplementary estimates No.l of F-Y 2020/2021 was tabled on 9th February 2021 and

was committed to the Budget and Appropriations Committee as well as the Departmental

Committees for review in line with their respective mandates. After reviewing the budgets

of the various Ministries, Departments and Agencies within their purview, the

Departmental Committees are required to submit their recommendations to the Budget and

Appropriations Committee for consideration and incltrsion in this report.

Ilxamination of thc Supplcmcntary Estimatcs for 202012021

ln reviewing the Supplementary Estimates for 202012021, the Committee held 5 Sittings

including 2 meetings with the NationalTreasury where extensive deliberations were held.

I'he committee also held discussions with the Parliamentary Service Commission and the

Offrce of the Auditor General and received submissions from the Departmental

Committees. The outcome of these deliberations has informed the various

recommendations which are contained in this report. If approved by the FIoUse, these

recommendations will form the basis tbr the passage of the Supplementary Appropriation

Bill for financial year 202012021.

Com mittce obicrvations

Arising ftom these delibcrations, thc committec made the following observations:

i) Failure to adhcrc to somc legal provisions: The committee observes that there are

some gaps in the format, structure and content of the supplementary budget contrary

to legal provisions. Notably, some new items have been introduced in the

supplementary budget contrary to section 40(8) of the PFM regulations, 2015.

Furthermore, analysis of the fiscal impact of the proposed changes has not been

provided as required by law.
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ii) Bxpansion of thc Fiscal Dcficit: Revenuc is expected to significantly underperform

in the current financial year. As a result, despite some increases in spending through

this supplementary budget, it is expected that there may be further expenditure cuts

in the course of the year in order to avoid extensively expanding the deficit.

iii) Extensive budget cuts for Statc Owncd Entcrprises: The National Treasury

adjusted substantially, budgetary provisions for State Owned Enterprises. Left as it

was, the adjustnrent could have halted the operations of these institutions including

payment ofpersonnel emoluments. This issue has been raised by many departmental

committees, highlighting the extensiveness of the cuts across numerous agencies.

The committee is concerned that the supplementary budget adjustments appear not

to have been based on analysis given that such cuts could be inadvertently

undertaken. However, the committee is pleased to inform this House that the

National Treasury has made adjustments as per Annex 3 and has reinstated most of
these expenditure cuts to the approved estimates for 202012021.

iv) Pcnding bills: despite the National Government Strategy announced last year for

government to prioritize the clearing of pending bills, it is noted that they may not

be reduced as expected. Indeed, many of the development budget cuts in this

supplementary budget are likely to lead to even further accumulation of pending

bills. As pointed out by the departmental committees, most of the reductions have

been undertaken on projects whereby funds had already been committed.

Furthermore, there are numerous Court awards for the settling of these matters but

line ministries have not been given provisions to clear these awards. It is noted that

many historical pending bills came about due to such mid-year expenditure

adjustments. A solid solution must be found to sustainably eliminate pending bills

and this can only be through enforcement of the Public Finance Management Act,

2012 andthe procurement law.

v) Failure to prioritize complction of projects: The committee notes that there are

projects which have become a permanent feature in the budget such as the Kenya

Industrial Research and Development Institute (KIRDI) Headquarters, Mitihani

I-louse, Ronald Ngala Utalii College among others. The National Treasury must

provide funds and complete these projects within the next six months. In addition,

the specialized Project Management Unit (Plvfu) in the National Treasury should

perform their mandate to manage projects efficiently and effectively otherwise it

should be abolished.

'1..-- '+
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vi) Countcrpart funding: The committee is concerned that the expenditure cuts have

also adversely affected counterpart funding contrary to the guidelines on the

preparation of the supplementary estimates issued to the MDAs by the National

Treasury. The Reduction of GoK component of counterpart funds effectively stalls

donor funded projects since they are unable to release their funding component.

vii) fnadcquatc consultation during thc supplementary budget proccss:

Given these emerging issues and other observations raised by the departmental

committees, the committee notes with concern that there appears to be very minimal

consultation between the National Treasury and the Ministries, Departments and

Agencies during the supplementary budget process. Indeed, as earlier indicated, the

National Treasury appears not to have carried out analysis of the fiscal impact of
the changes before the supplementary budget was finalized contrary to the

provisions of PFM regulation 40(6Xf) and failure to consult the line ministries

which implement the budget led to some serious missteps. As a result, when the

MDAs appeared before the Departmental Committees, they proposed adjustments

which should have been carried out earlier.

viii) Lack of consistency in budget presentation: despite adoption of the

Medium Term Budget Framework approach supported by the programme based

budget, during the supplementary budget process, this framework is inrmediately

abandoned and the National Treasury backslides to the traditional line item

budgeting. As a result, the credibility of the budget has been put to question as well

as the capacity of the National Treasury to adequately carry out the budget challenge

function.

ix) Misappropriation of thc Equalization Fund: The committee has also observed

that resources allocated to the Equalization fund have been reduced entirely by Ksh.

6.5 billion. The constitution clearly provides that any unexpended money in the

cqualization fund should remain in that fund for use in subsequent years. [t is
therefbre unconstitutional to deduct money from the equalization fund for use on

other purposes other than what the fund was created for. It is noted that this is not

the first time the National Treasury is deducting funds from the equalization funds

to be applied elsewhere. The Committee urges the National Treasury to fast-track

development of the regulations to operationalize the Fund so that it can be put to its

intended use.
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x) Reduction of pcnsions funds: The committee noted that in the Consolidated Irund

Services, Pension expenses are reduced by Kshs. 8.05 billion. However, there is no

information provided to determine the full impact of these expenditure adjustments

as well as the reasons for these changes. Pension payments are the key source of
household incomes for retired public servants and military personnel and as such,

this deduction is likely to have serious ramifications on households without an

alternative source of income.

Committec rccommcndations

Policy llecom mcndations

l. Having considered the above matters, the committee has made the following policy

recommendations:

i) That, within the next six months, the National Treasury should provide funds and a

clear road map for the completion of all stalled projects and present this information

to Parliament.
ii) That, during the finalization of the budget estimates for 202112022, the National

'freasury should set aside funds lbr the settlement of all pending bills and court

awards.

iii) That, to avert incomplete projects, the National Treasury should request the Office

of the Auditor General. to carry out an audit of ongoing projects that have been

affected with budget cuts by April 2021, with a view of funding these projects in

FY 2021122 budget.

iv) That, upon approval of the Supplementary budget I FY 2O2O-21, the MDAs and

National l'reasury should revise the outputs and performance targets to realign with

the increase or decrease in budgetary allocations for various programmes.

v) That, the new projects in the Supplementary budget I FY 2020-21 should be

deferred to FY 2022123.

vi) That, for the next supplementary. budget, the National Treasury should ensure

adequate consultations with the MDAs before supplementary changes are effected

on the budget.
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b) F'inancial Ilccom mendations

58. Having considered the above matters, the committee recommends that this Flouse

resolves to approve:

i. That the Supplementary Estimates No. l. of Financial Year 202012021 is

finalized as per the attached Schedules I and 2;

That the attached Schedule I fbrms the basis of the enactment of the first
Supplementary Appropliations Act 2020 12021 .
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I.().PIIEFACE

1.1: Establishment and Mandatc of thc Committcc
Article 221 (4 and 5) of the Constitution and Section 7 of the Public Finance Management

Act,2012 provide lbr the establishment of a Conrmittee of the National Assembly whose

main role is to take the lead in budgetary oversight. Pursuant to this constitutional

provision, Standing Order 207 established the Budget and Appropriations Committee with
specific mandates among which is to:

i. Investigate, inquire into and report on all matters relating to coordination,

control and monitoring of the national budget;

ii. Discuss and review the Estirnates and make recommendations to the I'[ouse:

iii. Examine the Budget Policy Statement, the Medium'Ierm Debt Strategy

Paper and the Division of Revenue Bill (DoRB) presented to the House;

iv. Examine Bills related to the national budget, including the Appropriations

Bill; and
v. Evaluate tax estirnates, economic and budgetary policies and programmes

with direct budget outlays.

l.2.Membcrship of the Committec

Mr. Spcaker, the Budget and Appropriations Committee as currently constituted

comprises of the following Honourable Members of Parliament:

Member
1. IIon. Kanini Kega, CBS, M.P. - Chairpcrson
2. IIon. Benard Masaka Shinali, M.P. - Vicc

Chairperson
3. Hon. CPA John Mbadi, EGH, CBS, M.P.
4. Hon. Emmanuel Wangwe, CBS, M.P
5. I-lon. Fatuma Cedi Ali, CBS, M.P.
6. l-lon. Wangari Mwaniki, OGW, M.P
7. I{on. CPA Moses K. Lessonet, CBS, M.P
8. Hon. Samwel Moroto, M.P.
9. I-lon. Millie Odhiambo, tvI.P.
10. llon. Richard Onyonka, M.P
ll.l-lon. (Dr.) Makali Mulu Benson, M.P.
12. Hon. Twalib Bady, M.P.
13. Hon. Jude Njomo, M.P.
14. Hon. Sarah Paulata Korere, M.P.
15. l{on. Josephine Naisula Lesuuda, OCW, M.P.
16. Hon. Alfred Kiptoo Keter, M.P

Constituency
Kieni
Ikolomani

Suba South
Navakholo
Wajir Cbunty
Kigumo
Eldama Ravine
Kapenguria
Suba North
Kitutu Chache South
KituiCentral
Jomvu
Kiambu Town
Laikipia North
Samburu West
Nandi Hills

Party
Jubilee
Jubilee

ODM
Jubilee
PDR
Jubilee
Jubilee

Jubilee
ODM
Ford Kenya
Wiper
ODM
Jubilee
Jubilee
KANU
Jubilee
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17. Hon. Sakwa Bunyasi, M.P.
[8. llon. Florence Chepng'etich Koskey Bore, M.P
19. I-lon. James Gichuki Mugambi, M.P.
20. I-lon. Danson Mwashako, M.P.
21. Hon. (Eng.) Mark Nyarnita, M,P.
22.!-lon. Paul Abuor, M.P
23. I'lon. Mercy Wanjiku Cakuya, M.P.
24.Hon. CPA Francis Kuria Kimani, M.P
25. Hon. SamuelAtandi, M.P
26. Hon. Joseph Manje, M.P
27. Hon. Marselino Arbelle, M.P

l. Ms. Phyllis Makau, OGW
2. Mr. Martin Masinde
5. Ms. Millicent Makina
7. Dr. Abel Nyagwachi
6. Ms. Julie Mwithiga
7. Mr. Chacha Machage

Nambale
Kericho County
Othaya
Wr.rndanyi
Uriri
Rongo
Kasarani
Molo
Alegd Usonga
Kajiado North
Laisamis

ANC
Jubilee
Jubilee
Wiper
ODM
ODM
Jubilee
Jubilee
ODM
Jubilee
Jubilee

1.3 I'arliamentary Budgct Office and Committce Secrctariat

'I'he Commit'tec is facilitated by the following officers from the Parliamentary Budget

Officc:

Director, Parliamentary Budget Office
Senior Deputy Director, Parliamentary Budget Office
Fiscal Analyst I

FiscalAnalyst I
Fiscal Analyst I

FiscalAnalyst I

The Committec Secretariat comprises of the following officcrs:

l. Mr. Joseph Ndirangu

2.Mr. Danson Kachumbo

s. Winfred Kizia
r. Benard Omondi
r. Stephen Nyakuti
r. Joram Baraza

3.M
4.M
5.M
6.M

Fiscal Analyst I/ Clerk of the Budget and Appropriations
Committee
Fiscal Analyst I/ Clerk of the Budget and Appropriations
Committee
Media Relations
Serjeant-at-arms
Audio Officer
Office Assistant
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2.0. OVEIIVIEW O}'TI.IE SUPPLIIMI'NTAITY ESTIMATES NO.l FOII

2020t2021

2. 1'he supplementary budget for financial year 202012021 is proposinga43% increase

in the approved budget by l(sh. 125.68 billion. This increase is mostly under the

development budget which has incleased by Ksh.59.8l billion. On the other hand,

recurrent spending has increased by Ksh.20.22 billion. In addition, the Consolidated

Furnd Services (CFS) expenditure has increased by Ksh. 45.65 billion. It is indicated

that the supplementary budget has been necessitated by the need to take care of post

covid-19 related interventions, payment of pending bills, salary adjustments, changes

in development partners funded projects, rationalization of budget the budget among

other challenges.

3. The committee is pleased to note that this supplementary budget presents a critical
.departure from previous ones. Whereas previous supplementary estimates have

subjected the development budget to extensive expenditure cuts, this particular

supplementary is actually increasing development spending significantly. A reduction

in the development budget typically leads to delayed implementation of projects and

accumulation of pending bills in addition to delays in yield of economic returns on

investment. Given the cument state of the economy, prioritizing development spending

in the supplementary budget is a step in the right direction as it may boost economic

activity and thereby enhance revenue collection.

4. The committee is concerned however, that such a remarkable increase in expenditure

in the context of significant economic and revenue underperformance sends a

conflicting message. Despite a downward adjustment in revenue from 16.8% of GDP

to 16.70/o of GDP, the supplementary budget is proposing an increase in expenditure

levels and has therefore expanded the deficit from 7.5o/o to 8.9%o. Given that this

upward adjustment in expenditure does not appear to be informed by economic

performance and outlook, there is a concem that fiscal risks are not being managed

prudently particularly in the context of debt accumulation.

3.0. ADI{EITENCE TO LEGAL PITOVISIONS

5. 'flre format, structure and content of the supplementary budget is enshrined in legal

documents, namely; the Constitution, the Public Finance Management (PFM) Act,

2012 and the PFM regulations. Significant gaps have been observed in the
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supplementary III budget for 201912020 particularly with regard to format, content and
structure of the tabled documents. These are as follows:

i. Somc budgct rc-allocations made on somc programmes cxcced thc 10 percent

thrcshold: Section 43(2) (c) ofPFM Act,20l2 and section 40 (9) ofthe PFM
regulations,2015 stipulates that budget reallocations made on programmes

and sub-votes should not exceed l0 percent. However, the Committee has

established that adjustments for 77 programs out of 16l programs have

exceeded the l0 percent threshold of the approved budget. It is noted that the

National Treasury has acknowledged this and has submitted a request for
special approval of the expenditure adjustments exceeding the l0 percent

threshold in accordance with Article 223 (5) of the constitution.
ii. Some new items havc been introduced in the supplementary budget

contrary to Scction 40 (8) of PFM regulations, 2015: There are several

new projects under the supplementary budget especially under Vote
l08l(Ministry of I-lealth, vote l09l(State Department of Infrastructure) and

vote I IO9(Ministry of Water & Sanitation and Irrigation). This concem has

been raised several times before in previous supplementary budgets but this
regulation continues to be flouted.

iii. Analysis of fiscal impact of proposed changes not provided: Some of the
affected programmes under supplementary budget do not have a clear
analysis of the fiscal impact of the additional/reduction in expenditure on thg
planned outcomes of the affected programmes.

4.0. KIIY PROI'OSED CIIANGES UNDER TIIE FIITST SUPPLEMENTARY

ESTIMATBS 202012021

6. The supplementary budget is proposing an additional Ksh. 20.22 billion in recurrent

expenditure and Ksh. 59.81 billion in development expenditure. With regard to the

recurrent budget, the most significant increase is under the state department for crop

development and agricultural research (Ks. 12.43 billion pending bills for the maize

subsidy),'fcachers Service Commission (Ksh. 7.99 billion for personnel emoluments),

Ministry of defence (Ksh. 6.65 billion) and the National Intelligence Service (Ksh. 6.5

billion). On the other hand, major reductions are under the National Treasury ffish.
4.68 billion), State Department of Tourism (Ksh.2.58 billion), State department for
wildlife (Ksh. 2.46 billion), State department for public service (Ksh. 2.04 billion) and

State department for University Education (Ksh. 2.23 billion).
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7. With regard to the development budgct, there are major increases to the rail tansport

programme (Ksh. 33.3 billion), the public finance management programme in the

National Treasury (Ksh. 14.83 billion), 'I'he Ministry of llealth (Ksh. 10.93 billion),

the Ministry of Energy (Ksh. 9.24 billion) and the State Department for l-lousing and

Urban Development (Ksh. 7.77 billion). On the other hand, there are major reductions

under the Ministry of l{ealth - Flealth policy standards, and regulations programme

(Ksh.S.12 billion), State Department for Sports (Ksh. 10.86 billion) and the state

department for crop development and agricultural research (Ksh. 3.76 billion).

8. The Committee notes with concern that the productive sector,.notably trade and

industry, continues to be allocated minimal resources in terms of percentage of
ministerial allocations. lndeed. it is noted that this important sector that is central to

economic recovery from the devastating effects of Covid-I9 accounts for about 0.4%

of total ministerial allocations. Given that trading has commenced under the African

ContinentalFree Trade Area (AfCfTA) agreement which creates the largest free trade

area in the world and the recent ratification of the Economic Partnership Agreement

(lrPA) with the UK, enough resources should be allocated to this sector to enable the

country to fully exploit the available opportunities and reap the benefits on account of
this milestone trade agreements. This should be done along with policy reforms and

trade facilitation measures that will enable the diversification of exports, accelerate

growth and attract Foreign Direct Investments.

5.0. III NANCIN G O }' 1'I I E FI RST S UI'P LI]M I.] N'I'ARY I.]STI MATES 2O2O I2O2I

9. Given the expected revenue underperformance, the increase in the fiscal deficit will
primarily be funded by commercial borrowing. The Ksh. 125 billion additional deficit,

will be financed by Ksh. 46 billion net domestic financing, and Ksh. 80 billion net

foreign financing. The bigger share of the additional foreign financing is expected to

be raised through the issuance of a sovereign bond. This is relatively more expensive

debt. The committee observes that borrowing commercially to finance increasing

expenditures may contribute to intelest payment on debt crowding out developmcnt

expenditure in the medium term.

10. The National Treasury seems to have abandoned the fiscal consolidation policies that

underpinned the 2020/21 MTEF. The projected deficit (inclusive of grants) as a share

of GDP for FY 2021 has been revised upwards ftom7.5o/o to 8.7Yo. Such a large deficit
ffi..ri_---- -
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implies that Kenya will have limited room for a liscal response to unexpected economic

shocks.

6.0. CONSOI,IDATBD FUND SEITVICES

ll.'the Consolidated Fund Services (CI?S) expenses have increased by Ksh.45,6 billion
in the supplementary budget and it is estimated that the CFS will account for 58% of
FY 2020/21 projected revenue collection. This increase is attributed to increased debt

servicing expenses particularly with regard to domestic debt. It is estimated that debt

servicing will reach Kshs. 1.599 trillion in FY 2023 and may account for 75% of the

projected revenues.

12. It is noted that the increase in domestic debt servicing has negated the benefits o[the
debt service suspension initiative (DSSI) which was to run from January I't to June 30th

2021 and was intended to mitigate against the economic impact of the Covid-I9 crisis.

Under the DSSI, I I external creditors accepted to suspend interests payments for the

current financial year creating relief on external repayment pressure. Also, External

debt redemption expenses are projected to decline by Kshs. 58.1 billion following the

ongoing debt suspension initiative. It is worth noting that the debt suspension, while
favourable to the current flrnancial year, could result in servicing pile-up over the

medium term.

7.0. SUBMISSIONS FROM DEPAITTMENTAL COMMITTEES

13. This section highlights key observations from the departmental committees:

i. f)cfcnce and Foreign Relations

14. The committee observed that the proposed budget cut of Kshs. 185 million on

development projects for the Ministry of Foreign Affairs was to do with contractual

obligations which are binding in foreign missions and would therefore lead to claims

on delayed payments and legal suits which may be expensive in the long run.

15. The committee further observed that the State Department of Regional Development

Authorities had seen perpetual underfunding of important projects, making them stall

and invariably lose value in the long run. They advocated for proper financing of the
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Regional Development Authorities so that it can undertake projects that it has capacity

to do, including boreholes, small- to medium scale imigation projects, as wellas value

addition factories.

ii. Administration and National Sccurity

16. The committee noted that the reduction of allocations for the Kazi Mtaani programme

demonstrated weak commitment to policy by the govelnment given that this was an

Economic Stimulus Programme.

17. the committee further observed that expenditure reductions for the modemisation of
National Forensic Laboratory, the Operationalization of Miritini Rehabilitation centre,

the construction of newly Gazetted Sub-county Headquarters, Monitoring and

Evaluation on the lnternship Programme in the Public Service Commission and funds

allocated to the National Police Service Commission would hamper implementation ol'
these programmes.

iii. Justice and Legal Affnirs

18. 'l'he committec raised various concerns with regard to adequacy of funding. With
regard to thc Judiciary and Judicial Scrvice Commission, the committce observed

that the budget approved fol the facilitation ofjoint benches in FY 2020121has been

depleted and therefbre, there are many ongoing cases that cannot be concluded due to
lack of adequate budgetary provision. It was indicated that an additional Kshs 80

million would be required to facilitate the operations of the benches.

19. With regard to thc Office of the Attorncy General and Department of Justicc, the
comnrittee observed that some funds that have been earmarked for reduction had

already been committed. The department had already procured the services of a

contractor to refurbish Sheria house and part of the works is 90% done, that is, painting

works. As such, this reduction is likely to create unnecessary pending bills for the

department.

20. With rcgard to thc Indepcndcnt Elcctoral and Boundaries Commission, the

comnrittee obseryed that the commission was already in the processes of constructing
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warehouses in Isiolo, Kakamega, Garissa, Machakos and Wajir but the development
budget had been decreased by 50%. This is likely to affect the timely completion of the
projects. Indeed, the Conrmittee noted with concern that the Commission has pending
bills anrounting to Kshs 3,097.6 million of which non legal suppliers account for Kshs
L I billion and Kshs 1.9 billion 1'or legal [ees.

2l ' With regard to thc Witness Protection Agcncy, the committee pointed out that the
proposed rcdr.rctiotts of Kshs 6,7 million would significantly affect the witness
protection programme given that the absorption rate was at7|o/o on 3lst January 2021
and the remaining Kshs 20.7 million will be depleted by 30th April, zozl.

iv. Sports, Culturc and Tourism

22. For the Statc Department for Sports, the Committee observed that the projected
estimates for the Sports; Arts and Social Development Fund had underperformed
significantly due to the outbreak of the coronavirus and the crackdown by the
goveinment on the major betting firms in the country. This has significantly hampered
ongoing projects such as the ongoing construction of the regional stadiums as well as
recurrcnt costs.

23. For thc Statc Dcpart'mcnt of Culturc and lfcritage, the committee observed that a
loss of AIn' by agencies such as the Kenya National Library Services, National
Museums of Kenya, Department of cultural services, Kenya National Archives and
Kenya Cultural Centre due to covid l9 had resulted in budget rationalization. This is
also a concem under the State Department for l'ourism whereby the Tourism Fund, the
'l'ourisnr Promotion I'i.rnd. Kcnya LJtalii Collcgc, Kenya'l'ourism Board and the Kenya
'l'ourism Regulatory Authority have revised their AiA downwards and this has
adversely affected projects that are funded through these funds.

24.It is further noted that pending bills are a significant challenge and some budget cuts
could lead to accumulation of pending bills since commitments had already been
entered into before the budget was adjusted. It is worth noting that the State Department
Iirr l'ourism has a pcnding bill anrounting to Kshs 82 million owed to Tele News Al'rica
and Atlantic ltegion that dates back to 2004.'l'he bill has remained outstanding because
of court litigations and lack of budget to setlle it. On 81h June 2020,the Parliamentary
Accounts Committee directed the State Department to settle this pending bill owed to
Tele News Africa and Atlantic Region without further delay. Therefore to achieve this,
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the State l)epartment has requested the Committee and the National Treasury to
approve reallocation of Kshs 82 million from the budgets of the following nryo SAGAs
budget to cater lor this bill as follows: Kcnya Tourism Board - (Kshs.42M), and

Kenyatta International Convection Centre -(Kshs. 40M). The allocation is to be placed

under thc State f)epartment headquarters- administration. This will help the
governmerlt liom incurdng lirrther losscs inlorm of interests occasioned by the delay

in payment.

v. Lands

25. For the Ministry of Lands and I'hysical Planning, the committee noted that despite
additional resource allocation for the settlement of the landless project, there were no
changes in output and performance targcts. The committee further noted that this
project has routinely been subjected to additional supplementary allocations which
creates concerns in terms of planning during the budget process.

26.For thc National Land Commission, the Committee obserued that the continued
inadequate funding had negatively affected the Commission's progrulmme

implementation further making it ditficult for them to achieve their constitutional
mandate.

vi. Ilealth

27. With regard to the Ministry of Health, the committee noted that significant expenditure
cuts especially among SAGAs, wcre hampering their effective functioning.
Irurthermore, new projects were being introduced through the supplementary budget
and appear to be prioritized over the ongoing projects. The committee further observed
that the allocation towards Universal l{ealth Care had been reduced significantly
despite this being a key pillar under the govemment's economic growth agenda.

Development partners are predominantly supporting most projects, including the

response against the COVID 19. 'l'his over-reliance on donor support in critical arras
within the health sector puts the country at a grave risk given development partners'

erratic nature. lndeed, the Ministry has no funds for acquisition of COVID 19 vaccines,
which should be the government's priority in responding to the COVID 19 pandemic
rather than waiting for development partners' support.
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vii. Education and Ilcsenrch

28. For thc State Department for [arly Lcarning and Basic Education, the committec

noted that allocations for school inh'astrurcture in public primary and secondary schools

including procuren'lent of desks undcr the [:SP programme have been reduced

significantly. It was fi.rrther noted that most of the funds have already committed hence

the risk of creating pending bills.

29, For the State Dcpartmcnt for Vocational and Tcchnical Training the Committee

observed a reduction of Kshs 50 million GOK counterpafl funding on the AI?D[]

project of equripping of 38 T"l'l's. Reduction of counterparl funding is againsl the

guidelines on the pleparation ol'the supplenrentary estimates issued to the MDA's by

the National'freasury.

30. For the State Dcpartment for Univcrsity Ilducation and Rescarch, the committee

noted that allocations for capital projccts in univcrsities have bcen rcduced by
50o/o. The Committee is concerned that if this trend continues it will expose public

universities to adverse outcomes relating to these projects such as contractual issucs

(pcnding bills). litigations as well as possibility of the projects stalling. Further, the

public benefit associated with the completion o[this projects will be delayed.

31. With rcgard to thc Teachers Servicc Commission (TSC), the Commitlee observed

that TSC recurrent budget has been increased by Kshs 7.9 Billion to cater lbr the tburth
phase of the Collective Baryaining Agrcenrcnt (CBA) 2017-2021 which is coming to

an end in 30tr'June 2021. This is commendable since it will avert industrial unrest in

the teaching service. The Committee is also aware that negotiations are ongoing among

the teachers' unions and relevant government agencies for signing of another CBA.

viii. 'I'ransport, Public Works and I'Iousing

32. With rcgard to thc Statc Dcpartnrent for llousing and Urban Dcvelopmcnt, the

Committee observed that despite thc increase in overall allocation, there were

reductions that affected critical projects like the slum upgrading project whose

allocation of Kshs. 230 million was reduced by Kshs. 60 million. It is further noted that

the.project faces a serious financing gap amounting to Kshs. 1,000 million.

r-%
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33. With regard to the Statc Dcpartmcnt for l'ublic Works, the committee noted that
the r:eduction of Kshs. 106 million flom the construction of county headquarterc may

require anrendments to the County Allocation of Revenue Act. Further, it may occasion

accumulation of pending bills and halting of ongoing works. Further, reduction of
Kshs. 137 million frorn thc pedcstrian access sub-programme will result to

accumulation of pending bills due to non-payments, delay in projects completion and

deterioration of works already done. Projects under this sub-programme connects

conrmunities to key public lhcilitics like I-lospitals, Schools and Water Points.

Similarly, there is arisk of pending bills from the reduction of allocations for the

renovation and equipping of the National Building Inspectorate.

ix. Communicationrlnformationandlnnovation

34. I"or thc Statc Departmcnt for ICT & Innoyations, thc committcc noted a risk of
pcnding bills sincc some of the proposed budget cuts in development votes are in areas

where financial commitments have been made. This will also lead to escalation of costs

associated with not meeting contractual obligations and the affected projects will stall.

It is also noted that the Supplementary estimates indicate Kshs.350 Million under

Appropriation in Aid lbr maintcnance and rehabilitation of NOFIII II Iixpansion Cablc.

l'he AiA is captured in the books as lbrcign lunding. This AiA rclates to a loan whosc

availability period lapsed in Novernbcr 2019 and therefore needs to be captured lbr
tirnding by Government of Kenya. Other concerns include introduction of a new project

contrary to legal provisions even as some ongoing project require additional funding.

35. l-or thc State Dcpartmcnt for llroadcasting and 'I'clccommunications, the

committee noted that the plausibility and sustainability of the programme given the

dynamic nature of technology and change in curriculum to Competency Bascd
(luniculum (CBC) is questionable. T'he success rate of the programme since its
inception has been low and there is need to change strategy. [t is further noted that there

are proposed reductions on recurrent votes affecting salaries in various SAGAs. The

committee also decried the lack of a robust policy on E-waste management to handle

thc disposal and recycling of the discardcd electrical and clectronic devices; and thc

lack of monitoring and evaluation li'ameworks for assessment of budget impact on

public service delivery.
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36. With regard to the statc department for broadcasting and telecommunication, the

committee pointed out that there was an ongoing international arbitration.on a casc in
London involving Kenya Broadcasting Corporation whose unfavourable outcome
poses a huge financial risk to the corporation. Initially the case was determined at

Kshs.40 Billion. Further, there are huge pending bills amounting Kshs.l.2 billion owed
to Postal Corporation of Kenya owed by Ministry of Public Service for hosting
I-[udr.rma Centres.

x. Encrgy

37. With rcgard to the State Department for ISnergy, the committee noted that external
funding constitutes rcyo of proposed changes in the development budget. With regard
to recunrnt budget adjustments, it was noted that some of the cuts had affected wages
and salaries. It is important to note that big four related projects had undergone

significant budget reduction.'l'he committcc also pointed out the risk of pending bills
since many of the aflbcted GoK ftrndcd projccts were already undcrway.

xi. 'frade, Industry and Coopcrativcs

38. With regard to the Statc Dcpartment for Industrialization, the Committee noted
that there were no adoquate consultations in the formulation of the supplementary
estinrates between the National 'freasury and the State Department. Most of thc

expenditure reduitions have becn clonc on budgetary items that werc alrcady
committed and this will lead to pending bills. Indeed, a case of the reduction o{'

personnel emoluments for Kenya Industrial Estate of Kshs. 50 Million is noted.
Iiurther, there are reductions that affect the counterpart funding components for donor
funded projects.

39. With rcgard to thc State l)cpartnrcnt for'I'rade and Entcrprise Dcvclopmcnt, thc
committcc observed that the rcduotions in the recurrent expenditurre i[ approved

would negatively al.lect the operations ol'the state department to the extent of that it
will not manage to meet obligations such as personnel emoluments, finalization of the

trade negotiations and there is a possibility of recall of commercial hade attaches.

Indeed, some of the expenditure reductions have been done on commitments.

40. With regard to thc Statc Dcpartmcnt for Cooperativcs, the committee obscrvcd
that therc were no adcquate consultations in the lbrmulation of the supplementary
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cstintates as the allocation of State Department allocations as some of the expenditure

reductions have been done on commitmcnts. [;urther, ev0n though thc executive order

No. I of 2020 assigns the Kenya National 'lrading Corporation under the State

f)epartment of Cooperatives the corporation budget is still dorniciled in the State

Dcpartmenl ol"l'rade and [intcrprisc f)cvclopnrent. In addition, there is concern on the

status of assets lbr the Kenya National 'l'rading Corporation.

xii. Financc and National Planning

41. With regard to thc National'I'rcasury, it is noted thatcxpenditurc adjustrnents to

some programmcs lrave excccdccl thc l0% thrcshold contrary to the provisions ol'

Regulation 40(9) ol'the Public [;inance Management Act, 2012.

42. With rcgard to thc State Departmcnt for Dcvolution, thc committee notcd that thc
reduction of about Kshs. 4 billion capital expenditure that was meant for devolution

supporl programme for results reprcscnts more thanT2o/o reduction and this may aflbct

thc implementation of planned activities under the Kenya Devolution Support

programme.

43. With regard to thc Oftice of thc Controller of Budgct, it was notcd that the budget

has been proposed to be reduced by Kshs. 37 million despite some expenditures having

already been incuned. In addition, the blanket budget reduction on account of austerity

nrcasures touohing on critical arcas such as printing would al'fect this office in a

significant manner given that this is at thc core of their operations.

xiii. Agriculturc and Livcstock

44. The committee observed that many of the expenditure cuts would adversely affect food

and nutrition security. f'hese include programmes with direct benefits to farmers such

as distribution ol'pcsticicles and provision of subsidized agricultural inputs. l:'urther, a

numbcr ol'proposcd cuts arc being applied on GOK counterpart I'unds which may lcad

to non-compliance to the Financing Agreements. Among the projects affected include:

Capacity Building Project for Enhancement of Rice Production (JICA), Kenya Cereal

Enhancement Programme (IFAD), National Agricultural & Rural Inclusivity Project

(AfDB), Agricultural Sector Development Support Programme II (SIDA), Enable

Youth Programme Kenya (AfDI]), Project for Smallholder Empowerment and

Agribusincss Promotion (JICA), Srnall Scalc lrrigation dnd Valuc Addition Project(
'._^*r.-.----mc-E.
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A[DB), Climate Smart Agricultural Productivity Project (EU), and Drought Resilience

and Sustainable Livelihood Programme in Florn of Africa (AfDB). Other proposed

supplementary cuts on recurrent allocations touch on provisions for compensation of
employees.

45. With rcgard to the State Department lbr l,ivestock, there is concem that the

introduction of a new project, Construction and Equipping of Marsabit Slaughter
I{ouse, is against the provisions of Regulation 40(8) of the PFM Regulations, 2015
which stipulates that no new program or policy can be introduced in the supplementary
budget.

46. With regard to the State Departmcnt for Crops Development and Agricultural
Rcscarch, the committee decried the slow implementation of the e-voucher system and
thc proposed reduction despite it being part of the Covid-19 ESP programme. Further,
the supplementary budget is reducing the GOK- Counter-part funding is various
projects. This will affect the funding agreements and contracts with donors.

47. With regard to the State Departmcnt for l'isheries. Aquaculture. and Illue l.lconomy.
the committee noted that some of the budget cuts have been eftbcted on project funds
which are already committed. The department has so many unpaid certificates whose
I'unds have been subjected to budget cuts. this will lead to pending bills and possibly
courts awards to contractors where there is litigation. There is also reduction of CoK
counterpart funding for the Kenya Marine Fisheries & Socio-Economic Development
Project (KEMFSED).

xiv. Labour and Social Welfarc

48. With rcgard to thc Statc Departmcnt for Labour, thc committec observed that
rcductions in thc National Industrial 'I'raining Authority's budget would heavily
affect pcrsonncl emolumcnts sincc thc Authority had experienced reduced A-l-A
collections due to the Covid- l9 Pandemic. The committee further observed that the
projects earmarked for budget cuts are all over 85 percent complete and this
contravenes the presidential directivc to complete all projects that are at 85 percent

completion rate.

49. With rcgard to the Statc l)cpartmcnt for Social Protcction, the Committee observed

that the essential/ front-line staff i.e. caregivers, social workers, nurses, clinical
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officers, cooks, drivers have been wolking quarantined in the temporary places of
sal'cty since March 2020. 'l'hc stall'has not hccn paid their Covid-19 allowances. 'l'hc

Clomrnittce als<l obscrvcd that thcrc arc pending stall' gratuities and allowanccs.

Further, the Comnrittee observed that there are pending school fees lbr 2019 and2020
which was occasioned by funds that were not released.

50. With regard to the State l)epartment for Youth Affairs, the committce notcd that
the allocation to the Youth Empowerment Centres has been reduced by Kshs 24.3

million. 'Ihis is despitc thc fact that the dcpartmcnt has issued out contracts to various

contractors who have been cngaged to completc the centers across the country. 'l'his

will occasion huge pending bills since the government has already disbursed AlEs
amounting to Kshs 24.2 million flor the ongoing works.

51. With regard to the State Department for Gender Affairs, the committee observed

that the reduction of the UWEZO fund budget would affect the issuance of loans as

wcll as administrative operations of the I'und. .

52. With rcgard to thc Statc Dcpartmcnt for Arid and Scmi-Arid Lands, the
committee obserued that the reduction of the budget for the Kenya Hunger Safety Net
Program will have an effcct on the maintenance and upgrading of the ASAL CIS
System whereby tenders have already been awarded. The cut will equally affect the

registration of beneficiaries in four new counties. The Committee also observed that
the National Drought Management Authority expenditure reduction would affect
compensation to employees and other contractual obligations.

53. the committee further noted that there were historical pending bills in the National
Yor.rth Scrvice amounting to Kshs 15.5 billion. This has had a negative effect ol'
tinancially struggling entrepreneurs and suppliers and may lead to casos of contractors

been auctioned.

xv Environment and Natural llcsourccs

54. With regard to thc State Departmcnt for Wildlife the committec obscrved that
budgct reductions will affbct the lunding for the KWS staffsalaries for the months o1'

February to June, 202l.It will also affect other critical operations such as: HWC
mitigation measures, intelligence and investigation activities, anti-poaching security

%.--
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opsrations. votcrinary intcrvcnl.ions. conlractual obligations as wcllas utilities. Further,

the State Department lbr Wildlilb has a pending bill of Kshs. 40.42 M under Nairobi
Safari Walk Development and Education Outreach Programme, which is funded by
JICA. The funds were allocated in the FY 201912020, but were never released, despite

the request for the same in Supplementary I budget.

55. With regard to thc Ministry of Environment and Forestry, it was noted that
budgct cuts for the [,ake Victoria [nvironment Management Project (LVEMP Phase

II) would result in a pending bill given that funds have already been committed towards

the payment of the Water Hyacinth Harvesting Equipment and the Equipment has been

handed over to Lake Victoria Basin Development Authority. Further, funding to the

National Tree Planting Campaign Proiect has been scaled down despite it being
identified as an economic stimulus project. Also, the budgetary cuts are affecting
salaries and critical operational costs for many agencies. The committee also noted that
the Ministry of Environment and Natural Resources has total pending bills amounting

to Kshs. 4.848 billion. There is therclore necd for the Ministry to set up a committee to
verif, the pending bills so as to have them financed in the subsequent budget.

56. With regard to thc Ministry of Water,Irrigation and Sanitation, it was notcd that
the reductions of Kshs. 542.76 million in the SAGAs will affect staff salaries, as well
as Operations and Maintenance activities. Further, the Ministry and its SAGAs has a

cumulative pending bill amounting to Kshs. 5.473 billion, most of which are historical
pending bills. 'l'his is attributed to unremitted statutory deductions in the FY 2}iglz},
whereby the Ministry clid not receive Kshs. 6 billion on GOK funded projects. 'l'he

pending bills are also occasioned by uncleared dues for supply of goods and services

under the recun'ent budget as a result of lack of budgetary allocation.

8.0. COMMITTEE OBSEITVATIONS

57. Arising llom the above matters, thc committce has made the following observations:

i) Failure to adhere to some lcgal provisions: l'he committee observes that there are

some gaps in thc lormat, structure and content of the supplementary budget conhary

to legal provisions. Notably, some new items have been introduced in the

supplementary budget contrary to section 40(8) of the PFM regulations, 2015.

Furthermore, analysis of the fiscal impact of the proposed changes has not been

provided as ired by law.
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ii) Ilxpansion of thc Fiscal Deficit: Revenue is expccted to signilicantly underpcrlbrm

in the curent financialyear. As a result, despite some incrcases in spending thror.rgh

this supplementary buclget, it is cxpeoted thar there may be ftrrther expenditure cuts

in the course oIthc ycar in order to avoid extensively expanding the deficit.

iii) Extensive budgct cuts for Statc Owncd llnterpriscs: The National Treasury

adjusted substantially, budgetary provisions for State Owned Enterprises. Left as it
was, the adjustment could have halted the operations of these institutions including

payment of personnel emoluments. 'l'his issue has been raised by many departnlental

comnritlees, highlighting the extensivencss of the cuts across nunrerous agencies.

The committee is concerned that thc supplementary budget adjustments appear not

to have been based on analysis given that such cuts could be inadverlently
undertaken. However, the committee is pleased to inform this House that the

National Treasury has made adjustments as per Annex 3 and has.reinstated most of
these expenditure cuts to thc approved estimates tor 202012021.

iv) Pcnding bills: despite the National Government Strategy announce.d last year for
government to prioritize the ilearing of pending bills, it is noted that they may not

be reduced as expected. Indeed, many of the development budget cuts in this

supplementary budget are likely to lead to even further accumulation of pending

bills. As pointed out by the departmcntal committees, most of the reductions have

been undcrtakcn on pro.jccts whercby lirnds had alrcady becn comrnitted.

Furthermore, there are numerous Court awards for the settling of these matters but

line ministries have not been given provisions to clear these awards. It is noted that

many historical pending bills came about due to such mid-year expenditure

adjustments. A solid solution must be found to sustainably eliminate pending bills
and this can only be through enforcement of the Public Finance Management Act,
2012 andthe procurement law.

v) Failurc to prioritize completion of projects: The committee notes that there arc

projects which have become a permanent feature in the budget such as the Kenya

Industrial Research and Developn'rent Institute (KIRDI) I{eadquarters, Mitihani
Flouse, Ronald Ngala Utalii College among others. The National Treasury must

provide funds and complete these projects within the next six months. In addition,

the specialized Project Management Unit (PMLJ) in the National "Ireasury should
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pcrlbrm their nrandate to nlanage projects elliciently and elTectively otherwise it
should be abolished.

vi) Counterpart funding: 'fhe conrmittce is concernsd that the expenditure cuts have

also adverscly aflbcted counterpart lunding contrary to the guidelines on thc

preparation of the supplementary estirnates issued to the MDAs by the National

1'reasury, fhe Rcduction of GoK conrponcnt of counterpart funds effectively stalls

donor {iurded projccts since they are unable to release their funding component.

vii) Inadequatc consultation during the supplcmentary budget process:

Given these emerging issues and other observations raised by the depaftmental

committecs, the conrmittee notcs with collcern that thcre appears to be very minimal

consultation between the National 'l'rcasury and the Ministries, f)epartments and

Agencies during the supplementary budget process. Indeed, as earlier indicated, the

National 'l'rcasury appears not to have carricd out analysis of the fiscal impact of
the changes before the supplemcntary budget was finalized contrary to the

provisions of PF'M regulation 40(6X0 and failure to consult the line ministries

whioh implement the budgct led to some serious missteps. As a result, when thi
MDAs appeared bcfore the Dcpartmcntal Committees. they proposcd adjustmcnts

which should have been carried out earlier.

viii) Lack of consistcncy in budget presentation: despite adoption of the

Mediunr Term Budget Framework approach supported by the programme based

budget, during the supplementary budget process, this framework is immediately

abandoned and the National 'l'rcasury backslides to the traditional line item

budgeting. As a result, the crcdibility ol'the budget has been put to question as well
as the capacity of the National l'reasury to adcquately carry out the budgct challenge

function.

ix) Misappropriat'ion of thc Ilqualization lrund: The committee has also obseryed

that resources allocated to the Equalization fund have been reduced entirely by Ksh.

6.5 billion. 'l'he constitution clearly provides that any unexpended money in the

equaliz.ation lirnd should rcnrain in that Iirnd for use in subsequent years. It is

therefore unconstitutional to deduct money from the equalization fund for use on

other purposes other than what the fund was created for. It is noted that this is not

the first time the National Treasury is deducting funds from the equalization funds

to be applied elsewhere. The Committee urges the National Treasury to fast-track

BAC Reporton he Supplenentary Estimates No.l for FY N20-21 18



development of the regulations to opcrationalizc the l"und so that it can be put to its

intended use.

x) llccluction of pcnsions funds: ll'he commitlee noted that in the Consolidated Fund

Seruices, Pension expenses are reduced by Kshs. 8.05 billion. However, there is no

information provided to determine the full impact of these expenditure adjustments

as well as the reasons for these changes. Pension payments are the key source of
household incomes for retired public seryants and military personnel and as such.

this deduction is likely to have scrious ramilications on households withourt an

alternativc sourcc of income.

9.0. COMMITTEE RECOMMENDA'I'IONS

a) Policy llecommcndations

58. Flaving considercd thc above matters, the comnritlee has made the following policy

fecommendations:

i) 'I'hat, within the next six months, the National Treasury should provide funds

and a clear road map fof the completion of all stalled projects and present this

information to Parliament.
ii) That, during the tinalization ol'thc budget cstimates for202ll2022,the National

1'reasury should set aside lunds lbr the scttlement of all pending bills and court

awards.

iii) That, to avert incomplete projects, the National Treasury should request the

Office of the Auditor General to carry out an audit of ongoing projects that have

been affected with budget cuts by April 2021, with a view of funding these

projects in FY 2021122 budget.

iv) 'I'hat, upon approval of the Supplementary budget I fY 2020-21, the MDAs and

National 'l'rcasury should revisc the outputs and performance targcts to realiin
with the increase or decrease in budgetary allocations for various programmes.

v) I'hat, the new projects in the Supplementary budget 1 FY 2020-21 should be

delbrrcd to [;Y 2022123.

vi) That, for the next supplementary budget, the National Treasury should ensure

adequate consultations with the MDAs before supplementary changes are

effected on the budget.

-
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b) l'inancial ltecom mcndations

59. Having considered the above matterc, the committee recommends that this House

resolves to approve:

i) That the Supplementary Iistimates No. l. ol:Financial Year 2020/2021 is finalizecl
as per the attached Schedules I and 2;

ii) 1'hat the attached Schedule I forms the basis of the enactment of the first
Supplementary A Act2020/2021
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