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Mr. Speaker Sir, on behalf of the Members of the Budget Committee and as required under
Standing Order \. ]43(4), t hereby present to the House, the Committee's Rdport on n.
?01?113 Budget Policy Statement taid on the table of the House on Tuesday,' 17th Afrit
2012. Pursuant to Standing Order 143, once lald before the House, The AuOget poiloy
Statement stands committed to the Budget Committee for examination in consuttation with
departmental committees and subsequenfly, a report is laid in this House.

The Constttutio,n of Kenya establishes Parliament as the guardian of public finances and
financial measures and it has drastically changed the 

-iandscape 
of public Financial

Management In this country. The role of failiameirt has shifted from a 'budget ,pprouing;
legislature to a 'budget making' one. Budget making entails identifying programmes and
activities to be carried out during a specific period; an-d outlining howiei.nr* raised will be

thSred among competing needs. This is tne tniro ieport on Bulget poticy statement tepsjto be tabled in Parliament in accordance with the requirements'of fir..iManagemeni e.t
2009 and the Kenya NationarAssembly standing orders, 200g.

Mr" Speaker sir,_based on your ruling on 18tn April 2012, you did indicate that in
consultation with Departmental Committees, the Budget Committee should immedi;tely
embark on reviewing the docurnent and within 7 days, submit a report to this House, l,m
glad that we have been able to undertake this tasi Aitigenfly and' have adhered to the
timelines.

It is important to note that in as much as this report is being laid in the House at a tine when
the Estimates are being submitted, the Committee reiterates that the report will form the
basis of reviewing the Estimates. Thus, the recommendations therein be considered while
interrogating the various programmes of Miniskies, Departments and Agencies 6rrfO4sjespecially with regard to the 2012t13 budget.

Preface

Mr' Speaker Sir, the Budget Committee as currently constituted comprises the following:-

tlThe Hon. Elias P. Mbau, M.p, - Chairperson

2)The Hon. Alfred Sambu, M.p. - Vice.Chairperson

3)The Hon. Martln Ogindo, M.p,

4)The Hon. Danson Mungatana, M.p.

5)The Flon. Moses Lessonet, M.p.

6) The Hon. Omari Mbwana Zongan M.P.
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7) The Hon. John Mbadl, M.p.

8) The Hon. Nemesysus Warugongo, M.p"

9)The Hon. Sheik Dor, M.p.

10) The Hon. John Mututho, M.p.

11) The Hon. Nelson Gaichuhie, M.p,

t2) The Hon. Emilio Kathuri, M.p.

t3) The Hon. Abdul Bahart, M.p

t4) The Hon. Johnstone Muthama, M.p.

t5) The Hon. Jackson Kiptanui, M.p.

llilr' speaker sir, in addition the chairpersons of all Deparlmental committees are ex-officiomembers of the Budget committee. yhgrq ney actively participate and this makes thecommittee the largest.and indeed, this is in rine wit[ine importance of the issues which thisCommittee handles in its day to day operations

Mandate of the Gommittee
The Budget comrniftee is established under the standing orders 1g0 and is further givenIegal backing under the Fiscal Management Act, 2009. The commiftee is mandated to:a) Examine the Budget Policy statement presented to the 

frorlse and report to the House ,what' if any, economies that should be made conrirt nt with proper carrying into effect
9f the potieies implied in or by such stater.ni and istimates;b) Evaluate tax estimates, economic ano Lffiilry policies and programmes with directBudget ouflays and;

c) study all econornlc and budgetary questlons falling within the competence of theNationalAssembly and transmli its rbcommendations thereon to the Assembly.

Exarnination of the Budg:et policy Statement
Mr' speaker sir, during the review of.lhe Budget Policy statement, the Budget committeeheld 6 sittings' Further, the committee r.rrEiu.o- submissions rrom altr Departmentalcomrnittees which it considered and inctuoeoln tniri*eo,t

ln addition, Mr' speaker, sir, pursuant to Artlcle 221(3) of the constitution, the committeealso met with the Parliameniary service comnriss)on Fsc) and the Judicial serviceQomrnission' I wish to sincerely'think arr nilernbenr-oi the Budget commiftee as well as

ii
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those of the Departmental Committees for their dedicated enthusiasm and support during
the review of the Budget Poticy Statement (BpS)

Acknowledgements
The Committee is equafly grateful to the Offices of the Speaker and the Cterk of National
Assembly for the support they gave during its consideration of the Budget policy Statement.

Mr. Speaker sir,
on behalf of the Budget committee, r now have the honour and pleasure to present this
report of the Budget mittee on the Budget Policy Statement for 201212013 and the
Medium Term to this debate and adoption.

sig

Chairman

Hon. Elias P. Mbau, MP
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I. INTRODUCTION

a. Purpose of the Budget policy Statement (BpS)

t) The Budget Policy statement is expected to state the broad strategic macroeconomic
issues that will inform budgeting in the next financial year and the medium term. Thisincludes an assessment of the economy in the current financial year, projected state ofthe economy in the mediurn term, the macroeconomic ano nicaipoii.i., for the period
and the criteria br resource allocation among specific progrrr*es including outputsexpected from each programme.

b. Adherence of the Budget policy statement to Legislation

2) Section 7 of the Fiscal Management Act, 2009 as well as Standing order 143 provide
the tegal hasis for the submisiion:f 

1hu 
Budget ioticy statd;iitnsl and ouline itsstructure and content which the Minister for*the time beinj r*rp,i,"iole for finance isexpected to adhere to. While the BPS 2012 has nroadty tdr<en into account theprovisions of the Flscal Management Act and Standing ordlrs, ii tailed to adhere tosome perlinent provisions.

3) Notably section,T(3) (dj and (e) of the FMA provides that the BpS shoutd contain thetotal resources to be allocated io individual programmes wtthin a sector or minisky forthe current financial year and succeeding a vlari inoicating outputs expected from suchprogramme during.that period and the ciiteria used to appo-rtion'tnese resources amongthe ministries and the individual programmes. Ho*ur,, the Bps has continuously
mpsgd this provision. This makes dlvision of resourc.t , *yrt;ry il *. t,rp*-inriir.,ii
will change in future.

c. The thrust of the Budget policy Statement

4) The BPS 2012 outlines the various chaltenges facing the economy during this transition
period, both internally and externally. Thesd include fiign innation in G country that has
increased the cost of riving and is an impediment to- business ptanning; and a weakglobal economic performanie on the externarfront. "- r'-"''

5) ln order to address these challenges, the BPS 2A12 seeks to consolidate and sustain
inclusive economic groMh by res-toring and maintaining rnacroeconomic stabilit, and
focusing on economic poltcies and stiuctural reforms iimed at removing hurdles to

4
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higher growth while 
, 
facilitating private sector to expand its business, promote

fj!X[fl[, 
and build resiliencL necessary for emptoyment creatr:on ano poverty

II. RECENT ECONOMIC DEVELOPIVIENTS AND OUTLOOK

6) The BPS provides a review of recent economic performance, asserting that over theyears, there has been increased spending on social sectors such as education andhealth and this. has supported inclusive gioMh. As such tne lovernment intends tocontinue spending on priority sectors sucfias agriculture and ruril development, healthand educatlon to enhance socio-economic deve6pment.

7) The BPS draws attention to achieving the MDGs, pointing out that MDGs 1 - eradicateextreme poverty and hunger, 4 - reduie child mortitity un"o s - irprore maternal heatth,are unliketv to be achieved uv ?91! though the supportive environ*rniii ffi.*g.The committee notes that the 2015 deadin* ro, meeting MDGs is fast approaching.
There is therefore need for the goYer.nm.ent to put in place-proper sirategies to expeditethe achievemert of MDGs, particutarly those tnat nave been identified as unlikely to beachieved by 201S.

8) Th.e budget process. is the key entry point in entrenching government efforts in theachievement of the MDGs and the rueoium Term ilan goats of Vision 2030. An effectivebudget process that takes into account an all-incluiive particifation and also thecountry's developme$ 
-agenda 

is a crltical political statement' of . government,s
commitment to the MDGs achievement. Sustained allocation of national resources totargeted components of the development progir*.es must take priority within thepurview of a country's development pians. 

I v

9) Parliament should hold the executive accountable for lts commitment and progress inachieving the Medium Term PIan Eoals of Vlsion 2030. Curr.n1v,-ysion 2030 is notanchored in any law and there exists no macro framework for its operationalization.
Furthermore, since the 201213 budget marks the end of the first MTp under vision
2030, there is need for the government to report what has been achieved under the firstlvlrP with regard to this viiion. The committee notes that the Bps has given scantyinforrnation on this account. 

rsr \' rv er v

10)Emerging fiscat challenges to the ZAyfiZ budget as outlined in the BpS includerevenue underperforman c0, constrained domestic borrowing and overall under-
expend iture due to poor procurement planni ng and low absorption of funds. On the other

:r
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hand, there are additional spending pressures mainly on salaries, implementation of theconstitution and,. security operatiohs in Somalia. To address ini, situafion, thegovernment is rationalizing expenditures and deferring projects tnat are unllkely to startthis financial year. There has been a re-allocation of ui,iget prouirionr, and utilization ofexisting contingencles and budget reserve to meet qart oT the expenaiture requirements.
Iht government has also sought a syndicated loan or up to Kshs. 52 billion(approximately us$ 600 million) to overctme the current low uptake of govemment
securities by investors.

'[1]The Committee welcomes the move to rationalize expenditure. Indeed, rationatizing non-core expenditure is among the key ausJgrity measures proposed by the committeJ in-its
report on the budget estimates in the 201it12 budget.' for.purposes of .frrity, itlr ineopinion of the Committee that the government shiuld cteaity buline the broad areas
where it has cut expenditure and by how. Furthermore, based on past experience, there
is need to state the source of the iyndicated loan as well as the terms and conditions.
The government should also refoim its procurement procedures to hasten project
implementation by ministries.

t2)Ihe BP.S prolects that real GDP wilt.grow ny 5! percent in 2012 and is expected to pick
up to about 0.0 percent in the medium terin. rnis ffanslates to S.s fercent gnowth forfinancial year 2012{13.' 5.9 percent in 2013/14 and 6.3 percent'in 2014/1s. Thisprojected groMh will be driven b'y continued expansion in agriculture (barring any
adverse weather), tourism, construciion, transport and communication and lCT.

t3) The Cornmittee notes that this economic groMh projection of 5.2 percent in 2012 is
overly optimlstic as it is based on.ryeak gsslmptions oi robust growth in the agr.iculturat
sector and Tourisrn. However, 2012 is likely to be a to,ugh yealfor. the tourisrt inJr.try
0n account of the election uncertainties, sporadic terror ittacks, coupled witfr tne gbdi
economic slowdown. These are likely to put downward pressure on'tourist arrivals and
revenue at least in the short term.

14)The exports market^is likety to perform poorly due to underperformlng manufacturing
$ector, likelihood of underperf'orman_ce of the agricutrtural sector, aid downg"J.j
economic outlook forecasts of the SSA region.r fhis may affect (enya negatively in
terms of reduced market for its exports in ine SSA, COMESA and EAC ,.!,ion. tni,
leaves the service sector - transport and commr.rnication and ICT - to drive economic
grovuth' The ICT sector grovuth has made an irnportant contribution to economic growth

t World Economic Ouilook IMF Janu 2012

6
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[Jm,;','r'J"1!t1hltfl'J$T*';1]iffi1 underperrormance or the other sectors, it

15)rhe BPs further points out that given the limited resources, the government wirr rery onthe prlvate sector to meet the economy's resource requir**.nti. This cals for fasterimptementation of the pubfii_private prltr*n,p 
llppt agenda, promote regulailon ofprivate sector activity ,no p,oriJ.l;; ilil,. i..[r* sectoi r..urJio finance. However,the committeefeels that givenrhe tigfii-rilLirlrrrlance.r,..L.iry 

oeing pursued by thecentral Bank of Kenya which has,deirear-l p,irlt. sector ,..rr! t Lnrn.., it is highryuntikely that the privite sector will-be ,il*i; [...t the economy in meeting its resourcerequirements' Furthetrmore, if the cBK muinLin, its tight stancel it w1l continue to curtairprivate sector growth. lt is'noictear for hd ilg tne cgi ini;il.'L pursue this giventhat infrarionarv pressures in ,tir:jy:::^llHrarent. As such, t remains to be seenhow the government will facilitate private sector to'expand its business.

16)The committee notes with concern,the slow implementation of the ppp framework. tt iscritical for the-government 

" 
tT:1yl tnir p,r[.rs and chart i .t*u,. way forward withregard to the PPP framework. H.o**u.r, the'committee giv; lirr*rt on the rikerihoodof the Publlc Private partnershipt trining-in6'contingent liruiritL, shourd tne privatJ

[flT:';5?,,'iX,L' i:::ii:J fl Hilffi l5l n t',f 
. t tn.,E ro,L rilh il.vern m en *o p u t i n

tr)According to the BPs, the current.supply side driven pressures on prlces and theexchange rate will subside in line with ihe'r.or.tiln in olt prices lno ampte suppry offood with norrnal weather .otiitionr. rnis ir --p-.t.d to reouce J.*rno pressure onimports and the current accornt. in* d;;rffi?ro trigrl; b ilft inflation down to
ni:[,1?'ilsfi:#lrfl^ ' v.o; time unu in.i.,rt;i;;;'J;';t,,.,I.0 

the s percent

18)The cornmittee:?t?t tlYt supply side risks to the oil market have been increasing dueto the geopolitical problemr'in'syria, sortn suorn and yemen which have led toprolonged strpply diiruptions rrom inese .orni.i*ri Under su;h ;il;rtances, the riskof rising oil prices is 
,looming. inrr [g lmoort uirr'i, likely to in.r.rre. Furthermore, aforecasted poor weather outioot< ior zotz rnnrrr tne expectation of ample food supply.Given this uncertain outlook .rrpi:o with othei rtrk; such as fiscar pressures given theupcoming generat etections *ni.n il ;;;ijereo the ;di expensive yet,

2 
oilMarket Report, 14lt/larch 2012, lnternational Agen cy

7
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implementation of devolved government r.nl security operations in somalia, it is unlikelythat inflation wiil reduce to singre digiilevers inzoril 
-r--rurrvrre 111 vvr'

19)The BPS points,out that the government will continue to pursue strategic interventions toaccelerate growth, improve cornpetitiveness ,no pro*ote exports. These include:

i) continuing investnent in lnfrastructure (energy, roads rail, telecommunications,
water)' However, the Committee notes that olspite the progress made by the
Government in so far as promottng investment in infrastructure, the proposed
standard gauge railway as well as mass transit light rail system to enhance
connectivity between Nairobi and its suburbs is taking too long to complete. Thegovernment should move with speed to complete the refurbishment of the raitway
netwot'k as It is vltal in easing traffic congestion. There is need for a report on the
status of this infrastructure project given that resources have already been allocated.

ii) Positioning export as a key driver of growth and employment with priority given to
investment of infrastructure to facilitate export services in the o1 sector from the
region, attracting peholeum related indtrstries and establishment of transhipment.
However, given that the commercial viahitity of the recenfly discovered oil in Turkana
has not been ascertained, the Commiftee feels that it may be a bit too soon to give
priortty to the oil sector as a key driver of expert led growth.

The comrnittee is of the oplnion that in order to address Kenya,s weakening exportgrowth, the government shoutd.not only diversify export markets but also diversify
Kenya's- export portfolio. Over"rellan.. on coffee, tea and hor-ticultural produce as thecountry's ma[n export cornmoditles has not augured wefl for the economy as thesecommodities 

Te vulnerable to price volatilities i-n the international market as well asweather conditlons.. Kenya's expgrt earnings are tied to its agricuti;ral productivity
which has suffered greatly in th.e last tilo y..ir on account of poor weatherconditions. Growth in exports therefore, .ril u. achieved through enhancedinvestrnent [n other sectors such as itre manufacturing industry which hasconsisten tly underperformed.

Iii) lmproving access to new markets; and

lv) lmpnoving competition and removing regulatory burdens to smalt
deepening regional integratton. The committee ieiterates the need

business, and

for Government

I
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to move with speed to improve the country's business environment. lndeed, thesituation appears to be worsening as Kenya oroppeo three positions from 2011 andcurrently ranks at 109 out of 183 economies in terms of ease of doing business.Removal of regulatory burdens to small business proposed in the Bps is therefore awelcome move as it will expand small business groMh opportunities therebyenhancing economic growth.

III. FISCAL POLICYAND BUDGET FRAMEWORK
20)The BPS asserts commitment to fiscal consolidation which is a combination of highrevenue and low expenditure measurel-1ris 

1s 
iougled wth a projection that the overallbudget deficit witl ease trom +.g% of GDP in zoriTiz to 3.0% of GDp by 2014/15.

2l)Treasury also expects that the public debt to GDp ratio will ease to 42%of GDp by2014fl5 below the set bench rnark of +Cv. or tn. GDp in the context of sustainablepublic financinq' ln this regard, the government hopes to simpliry ne'tax code, expand

lff'J:.lil ll'*rrli:;Hdiliil'tJ"il;;i"'i.' and remou. t,* exemptions to

22)ln this regard' the committee notes with concem the recurrent case of overestimation ofrevenues based on high GDP growth rates o 
-;ro*inistrative 

me-asures,, to improverevenue' There has been no att6mpt to bring ih. inror*rr r..ioi il;, the tax umbrellain spite of the high resour.. ,*qrir.ments rading oui country in the medium term.

23)The committee observes that overall borrowing in 2011112 has been suppressed due tolow uptake of domestic debt a1d poorry p..roniing ;ono, ,.or*i;;,ln fight of this and

ilii jl [l j::Hgllil:1ffif:,$ffi,i;i;;ffi X a n o inc reaii. g ri,., r p r,,,,.,, o.fj

24)The committee therefore observes,,that the easing of public debt to GDp ratio from45'8% in FY 2auh2 ta 42o/o over the meoium t.im is pegged on the unrearistic GDpgrowth number of 5'2% considering the macro..onomi. environment is still unstable.

25)To put this into perspective, intemationax investors are.likely to be averse to lending as aresult of uncertainty over the future urgu,oni;t;;i iy the impending elect[ons as we, asthe poorty performing and constiained o6mestic e.ino*y. Theredre the mix of foreignto international debt seems unrealistic. tn ere.i tn* t.rg.l. part of deficit is likely to bemet by domestic debt and therefore 
Jh; g;pe;triion t[at concessionat borrowing wi,constitute the rarger share of this is unfeaslbre.

I

?
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26)The Budget framework in the BPs assumes a GDp growth rate of 5.5% in 2012/13 andsingle digit Intlation' The committee' rrow.ver, ,iot r lhat poor rains which will mainlvaffect the agricultural sector will suppresg 
lhe giourtn or the economy. To such end thereis also a drought nrltigation attocation or rcstrJ. i'uilton in tne gpd which may indicate

iltr .'l[,T',n'i1,i5fi,J;tT1; ieT: 
;ili;,'nli tni., no*.,.., ;G 

^;i ;p;;
27)The committee also notes that the assumption of a reduction in recurrent expenditure

;l tr,?^i:,$,ffiiittelv 
lower wase bill ii ,n,.rli.ti. uecarse ine v.lages are actuary

28)fte Government adopts fiscal rules governing the budget. This should include shucturalbalance' cyclicalty adiusted naranie icaai,"rni und6rtying .rri*nt account barance,among others' ln addition, the Goverdm.ni'r[oru punrisn Tn uiui'n.* the rules. Morespeciflcallv the publication should 
9.n1, i') h*ffiilrril -irr il- ffi:(iilwhat happens ifthe rules are not met' and (iri) the time franne ioi *n.n the targets will be reached.

IV. CONSTITUENCY DEVELOPMENT FUND

29)The BPS proposes that the cDF will still be sustain..g ln the budget over the mediumterm' [t projects the cDF allocation to be [rr,*]i.4 Biflion in iirianciar year 2013/14

:ffi-fit:r1l6.Billion 
in 2014/15.rhe.rund *iri u* n',rinGinro"rj'2.+,a oitnu tot.i

30)Ihe BPS further suggests that the cDF shall be incorporated in the county revenue tothe county governments. Thererop rigas;y;;il.sts that the management structureof cDF will have to be changed in rine with the n*il".on.titution.

31)The committee notes that the cDF has been allocated 2.4% of the revenue which is
ll$T.t[ffi Hfi,iJ',1'''ted 

2.5% of total oroinaiy 
"u.nrr. 

This rransrates to a short ratt or

32)The committee also notes that the BPS is unclear on how the rnanagement of the fund(cDF) wttrl be undertaken ,nd *h*th*, th* runJr *ill n. conditionil or unconditionalgrants' ln addition to this, the issue of the structuie of cDF and its ,un.g.rn.nt in thefuture needs to be agreed'upon and r*girrr*i;rieiuireo.
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V. STRUCTURE OF THE BUDGET
34)There are inconsistencies between the Fiscal Framework (Annex 2 &3) and the detailsin ministerlal expenditure (Anne1.J &s). i-h; il.i deveropment expenditure of Kshs.381'1 billion that appears in the uinlsteiiat Jrp..ii,rre is more tnrn'irrn..370.2 birionthat is reflected in the fiscal framework. lt is in in. tio*rittee,s opinion trr.t the Treasuryprovides a clear and understandable rormit-,,inl.r', ,norio-i. accompanied withexplanatory notes' ln addition, during tnr r"rti.y of the estimites of revenue andexpenditure, the Treasury is iequirei i;-il;;i'ih. rubt.; ;; C;.ral Governmenroperations, ministeriar ceitings (itevetopm;;i;;; Recurrent), barance of payments,external financing requiremenis, and n*Fir.iitrarieworr underpinning the vision 2030

35)The skucture of 201 u2013 fiscal year national budget being a transitionar budget todevolved system of governmenisn6uu 
"fr;;ildl.eparation of spending programmesbetween Nationar and countv oor*rn*ents in rine with the constitution.

33)There is need to take stock of ,ll^lh:,on-going proiects in local authorities and providethe necessary funds to compilt. tn.r. tn" rJJitior, given tn." irpo,tance of the
,liT:il[[i:[Tlll,X,f' ''o"ative 

tnaiii i' i..opoiv iunolo in oio-.,."ror it to unoertare

36)The programm: 
ft,td budgeting approach that the Government [s embracing shouldprovide clear outputs and 

-outcomes 
of the various expenditure programrnes withemphasis on redistributive and poverty reouction'frogrrrr...

37)rhe documentation of the annual budget should include a fiscal framework / outturn thatis conslstent with the Estimat.r of expenditure and Revenue

VI. EXPENDITURE PRIORITIES

a) Overall expenditure priorities

!:

,l:

38)With regard to the resource envelop for Financial year 2012113, the Bps indicates thatordinary revenue will cover tunoing required for recurrent expenditure, leaving the entiredevelopment budget to be fin;nced *Jiniyin.rg-n"l*trrnal project loans and grants, aswell as domestiC- borrowing. More, specificalrv, ilr" recurrent costs of governmentoperations for 201 
.2113 are eipected to [. m.iuy oruinrry r.u*nr.-t.*ing onry s.2% ofordinary revenue fon development expenoiture.'Firther, the Government asserts thatthis financing framework bodes *.rr *iit, ,*irjrrninty of pubric finances.

The Budget Committee Report on the Budget policy Statement for 2012113 11



39)The committee notes with concern that this mode of financing r,vill not lead the countryto sustainable path. To rneet the vision 2_030 objectives, it ir i;p;iriir* to devote moredomestic resources (revenue) towards- nnancing- oeverbpment'prq:*.ts. This ensurespredictabitity of the Budget in times of externaieconomlc shocks that affect externalinflows.

40)A quick compar[son hetween thetesource requlrement in the various sectors and whathas been allocated as per the BPS indicates ,'*r10r. dlsconnect. There are deviations inthe planned activities by the sectors and the ,.Ctor. ceilings. In some instances, the keypriorities appearing in the BPS vary with what the varioui sectors agreed upon duringsectorconsuttations and resource contestation. Thus there *-;il;in, on whether theTreasury respects the consultations they hold with ministries and in particular, whetherthe public heartngs they hold inform the Ludget. lndeed, Departmentaicommittees havereported that during consultations, there ale minishies wirich reporteo that they hadnever seen the B.udO.et Policy Statement. This raises concerns on whether the BpS
actually forms the basis of the annual and the medlum term budget.

41)The BPS attempts to detail the criteria for resource allocation, however, it falls short ofdetailing the amount of resources going towards tn-going projects is well as resourceallocation to new programs. overali, th6 criteria piovided does not provide a yard stickfor prtoritization and targeting of programmes for enhanced service delivery. This is theblack box of the budget process, who wilt decode it for Kenyans? The Committee
emphasises the need for altocation of resources to be based on the cost of delivery ofthe requlred goods and services as per the rnandates of specific institutions. Forexample the allocation for health should be based on the cost of the delivery of health
services to Kenyans rather than an incremental basis which has been the tradition.

42)The Committee is also concerned that the executlve through Budget policy Statement
has not appreciated the risk inherent in the recurrent budget"due toiressure that will he
exerted next year when the following key expendltures wi1-be required:

i' operationalisation of the Devolved Governmentsl Putting in place new structures
set by the Constitution is expected to push up the government budget, especially the
recurrent vote. Estimates from the Parliamentary Budget office indicate that doutling
in the size of Parliament is expected to see an lncrement of recurrent cos.t from
Kshs.6.6 billion to Kshs.ll hillion' in FY 201 2t13 and Kshs.14.3 billion in

.r,_.,

3 Assum the current remuneration and remain at the same level , that is, no
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subsequent Financial Year. The cost of the 47 new county legislatures is estimatedat Kshs'22 billion or in excess of that should the membersif county assembliesdemand simirar terms as those of the Nationar Legisrature.ii' General Elections: The forthcoming general elections which are expected to costthe country about Kshs.l5 billion -i soo'/, lncrease from what was spent in 2007general erections and during the 2010 constitution referendum.iii' Public sector wage oitt: witn the establishment of new insututions in the country,wage bitl is expected to go up. This witl be further drtven up by the current ongoingdemands by public officers for better wages as weil as staff iationalization, if any.

43)ln this regard' the government needs to ensure that avairable resources are efficienttyutilized' Government shoutd also ensure that unnecessary expenditures are avoided.More importantly, the committee notes that it is Jesirable io.tti. riasury to set fiscalrules4 so as to instil fiscal discipline.

b) Thematic lssues for consideration in the zolztl3Budget

/ poverty reduction

44)rhe comrnittee is concerned that almost half of the Kenyan population [s below thepoverty line' The high economic grovvth was initially touted u. o.,i.n.ial to everyone inthe country since wealth created *orro iliililiri.t t.-oo*n to.u.n the poorest in thesociety. This has not happened.

45)ln this regard, the committee notes the need for a dericate balance between achievingsustainable economic growth while.ensTNg oirtribution of wealth by reducing povertyand creating emplo-yment opportunities. rnis is criticar in meeting the principles of equityand fiscal responsibllity thai will ensure that the country continues on the path towardsbecoming a furty cohesl've and incrusiu* *.iliy.- 
--'

"tlifffllt::"tli 
aforementioned issues the commiftee cals for ursent intervention in the

i' Directing a proportionately higher portion of government expenditure to acquisition ofcapital (investrnent) as opposed to present consumption. This would createemployment while setting the tone for even higher economic growth for the country.

I

I
I

I

t

r Fiscal rules are defined as permanent conskaints on fiscal policy through simple numerical limits on
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ii' setting the tone for the decentrallzation of government expenditures by providing for
mlnisteriar budgets at the county trever in the 2012/13 budget.

/ current Basis of Aflocation to poverty Afleviation programmes

47)The recent direct qoverty alleviation 
fnga.sute of providing free funds to the poor has notworked and is not financially sustainable in the lohg term. This is because Kenya has notreached the economic levels of 
,the oevetopei world where sociat protection iscomprehensive with unemployment benefits prouio"o universaity.-rnr6.o, efforts shouldbe geared toward,s providing'employment rpprrtrrities in order that poverty allevlationmay be sustainable white reducing the direct'corti*fr.rtion on tne gol,Lrnment.

1 Addressing Unemployment

48)The commiftee notes with concern that one of the key issues facing the country is youth
unemployment. To this end, the committee calls for the need to rom* ,p with ways andmeans of training the youth especially on entrepreneurial skills. This will go a long way increating the critical mass for innovaiion and ,lrtirnut.ly job creatr'on. in*r* is thereforeped to provide aid and flscal incentives to majoicompanies that offer student industrial
internships.

c) Overall e,rpenditure priorities

i' Setting the tone for the decentralization of government expenditures by providing for
ministerial budgets at the county levetr in the 2012/13 budget. Decentralization of
expenditure is expected to entrench distribution of services across the country.ii' Provide direct ffedit facilities through established government owned development
finance institutions as opposed to private sector institutions. This is the most
effectlve way to provide cheap, accessible and hassle free uedit to the needy end-
users.

iii' Expedite completion of flagship proiects which may benefit the youth such as the
Info city at Konza, and the pranned resort cities.iv' ln order to retain the budget within the balance, the government should focus on
rationalizing public entities-A review of all SAGns snoutO be undertaken with a view
of abolishing those whose mandates are not relevant as well as merging institutions
with overlapping mandates.

I

t

I

I

:

t.

i

I

l

:

it.
t.:
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v' Government should continue_reducing wastages in public service by leveraglng onlcT whose cost has been on a dowirwaro tr.nol'id##o,',, ,, high 1me theg'vernment con,sidered outsourcing non-priority goods and services,vi' Need to establish guidelines on illowancer lrio terms ,nJ .onoitions of serviceequivalent to those of the canadian Treasury Board. This will streamline theprivileges of key office holders acrcss Government and consequenly create somesavings' Given the ballooning budget requirements occasioned by the cost ofdevorution, such savings can be artocated to'key priority areas.

d) Sector priorities and allocationsr' Agriculture,Rural Development, and Lands
49)A total of Kshs 117,876 Million wT.feqye.sted by the sector while Kshs,52,013 Mi,ionwas allocated therefore a short ll,l^ii irr.,ris,b63 Miuion. in* s*.tor has beenallocated 5670 of,its totat budget (4470 or is i.rource requirement). This means thatmore than half of the actfvities inat *ere lnitirrry pLnn.o are unlikely to be implernented.It's noted that the amounts attocateo to the r,i.io,. ir tess than tne'amount ailocated inthe 2011112 FY at Kshs.52,955 Million. Irrr'tne sector will have to scale down itsactivitles.

50)The Committee notes that:i' substantial attocation of funds to water and irrigation proiects and initiatives, throughNational lrrigation Board (NlB) in the effort-s to mitigate against the country,svulnerability to repeated droughts is well documented. ln the 2012 Bps, it has beenallocated an amount of Kshs.11.6 biilion for the 2012t13 ye:ar.ii' The irrigation component has the potential to accererate economic growth throughincreased food production. Howeler this can only be achieved upon restructuringand improved capacity of the NIB to absorb tne nuge funds being appropriatedthrough the Ministry of Water and lrrigation.
iii' The government. has failed to plan tr marketing and post harvest mechanisms inaddition to farm inputs supply scheme. rhis was observed in a recent study tour toHola and Bura by the Departmental committee of Agriculture when it found anestimated 6'000 bags of maize under the ESP programme implemented in 2009/10stitl held by farmers and prone to pest infestation due to poor storage.iv' canals were poorly maintained while thousands of bags of fertilizers for ESpsupplied in the 2009/10 season were still held up in stores belonging to the NationalYouth servlce with no indication when they would be used.

t:r

7-

ril

:
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v' The current trend of lmplementatfon of irrigation projects may not achieve its desired
outcome owing to poor coordination among the Minlstries in the irrigation sector.

51)ln order to increase agriculture productivity, the following interventions should be
considered:

i' Improve access to farm inputs, increased urtilization of research and innovation and
provision of agriculture information

ii' Promotion of strong and viable farmer's cooperatlve societies through training to
improve on marketing and investments on viable projects as well as improve public
trust on the same by improving rnanagement and accountability.

iii' Need for harmonization of activities carried out in agriculture sector by various
stakeholders so that there Is value for money and'more investment in research and
hence increased resources for livestock extension services.

iv. Funding required for establishment of disease free zones in ASAL regions as one of
the sector's flagshlp projects. fo improve health and quality of livestock products for
export.

v. lnvesting in agro-industries and value-addition on produce to be able to improve both
the quality and quantity of the final products.

vi. Given that disease prevalence stands in the way of Kenya's abilig to export its
livestock products, and the meagre allocation to a key flagship program, the
Committee recommends that key flagship projects tikely to ensure the achlevement
of Vision 2030 in addition to programs projected to increase revenue for the country
be considered for more funding in the 2012t13 FY and in the Medium Tenn.

vii. The Cornmittee recognizes the contributions of Value - addition of products to the
groMh of agri-business with the expected increase in job opportunities in addition to
ensuring sustained food availability amidst climate inange challenges. Given the
emphasts on increased food production, value -addition 

-is 
critical in ensuring the

excess production finds market internationally, and therefore adequate budgeis be
provided towards this programme.

viii.Consider allocating enough resoutrces towards: (i) construction of mini-fish farming
processing plants in 47 counties intended to add-value to the fish products, fi[expanding fish farming programme to the rest of the S0 Constituencies, (iii) iagd
culture development in the offshore areas of the lndian Oceans, inland takis, Oaris
and rivers' purchase of offshore patrol vessel for marine and coastal services, (iv)
implementation of the Cabinet Memo in the Nile Perch through the implementitioti
and the operationalization and the deployment of the Coait Guard unit pr.oject
geared towards protecting national and trani-boundary shared water.
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"'ii3J'fi:'ffifjilii.ffi,lt;3.i,iiiTis',l,fi,fl:i,,,f:;J,lilhi.,s:#:,:,,makins 
it

ii i:it, iisi Fffl x il[#i:;5*'.',,# 
lxl i ra o i r i tv or p ro p e r r a n d reco rds ;iii. poor land use. 

-'-rYrv

r' Energy, tnfrastrueture & ICT

53)A total of Kshs'398' zo2Million was requested by the-sector but Kshs.230,7g3 Mirion
was allocated and thererore a ,n..t raili"rr[l ioz,+ig M]i[b*i,i]rnn the sector hasffit # 

,;in.: 
i,,'i ffi;' tl.'',yf t ,:1,?t i:]: :r m,:t:,_ il:ffi r: 

m e n t), q u i te a

"'fl1iiliilif({i":'fl:1f,:fi,[:d;:;. 
Bffil 

*..e are sri,, cha,,e!ees, inc,udins:

il,,J:,.,::X':,Hffi g:xglllinl;rHmj,,,,,ry[J:i;rll,rur.mj
55),Ih: following interventions should be considered:i' lncreasing avairaote ;;r# b ,..i-rn.[*.. demand at favourabre prices;promotion of geothermal' soiar and wind power wnich are .l.an .n.rny and can beharnessed in different pu'tt oitn. c.ountrr lrpr,ro,rn on tn .orplrative advantage.ii' rmprove erectricity trun.rnirrlon and minimize rosses through vandarism.iii' lmprove the collaboration o*$.n the government and the private sector and

promotion of kaining on ICT to increase r,r*r, .rpacity through ppp framework.' 
i:i,1'J:ff[:l',TJi$[llx]fi.#[][, uetroporii-n area to minimize on

:' ilil:ti?J:fl:3 ".the 
rurar'eLctrirication prosramme to enhance erectric*y accessvi' The Government should allocate more funds to the Ministry of Roads to enabre the

,,,, filill'Tflffi lf; runl3,*n1iiq'i,1,' !' ol'.,L, tn, i"J,,,.,,'*, road p rojectsvii' The Government,shoulJ;iiffiL 
junds for the Lam.u port project. This is a major

development qlorect *t'i.ii" r.f9, iJeqrrt, rmilg -to' 
L.Jir- ,n, Minisrry of

Transport comptete ir',.'iiJi#lnit ,,,irii.iiit*fl u.-, t,sffi;ito tn. counrry,s
econ0my.

r
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/ Generar economic, commerciar and Labour Affairs

56)A total of Kshs'84'874 Million was requested bylhe sector whire Kshs.22,9sz Milrionwas allocated and therefore t 9pg raiiriili.1o1,gtr ruii6..1i,e sector has beenallocated 2% of the total budget (27% ;i it. *orr.e rSoyirgment). As a resurt, most of
*qfr frX{x:i,ii$ ffif,S iXlg 

pr''n n*o 
- 

i"'in., p[*en ted wiu not'be i mpremenieJ. ih i.

' In,[fl:te 
in GDP nv iiilast 10% per annum from manufacturins sector may not

ii' The country's domestic tourism which would have contributed to revenue wilt remainuntapped.
iil' lnvestlng in.human capital to implement the labour laws, arbitration of trade dispute,mainstreaming of occupationar srr.ty a;d h;;iil lssues at workpraces,iv' coordination on trade ictivitles to avtid rrn.ilonrr overlaps and duplications.v' contribution of manufacturlnq sector to GDp was envisaged to increase to at least107o per year in the MTP tirgets but ttris'nas'not been achieved. There is needth erefore to in crease rtror rr* itlocati,on' 

"- 
ffi o,in g locil,htril;.. th roug h skilledmanpower and marketing the same.

SQlnstitutionalization of Youth Enterprise Development Fund: . youth EnterpriseDevelopment Fund (IE?F) was istabiisneo t 
-"d;* 

unemproyment among the youthwho account for ovei 61'r lr G unemptoyeo ln tn. ,ountry. This objective has not beenmet despite the annual increase in ariocatio.. t inl Jund which is projected to reachKshs'l billlon mark in zoiuS .rtimrier. 
'in"' 

runo nas oeerl operating on apresidential legal notlce since lts establisnment ln'iooo which *,l; it an easy targetfor political manipulation anilpuiron.g.. Thus, tn. ,on.*rned Ministry should bring tothe House a legislation to insiitltionatiie tn* iuno'r. as to make it morsaccountable andprofessionally run to achieve its minOate.

/ Health
58)A total of Kshs"r43,42g Mifiion,y-:._requested. by the sector however, Kshs.77,002

$'l'::[$:.:lj:::,* and therefore a short farr of Kshs.66,4zo rr,r]riun. This raises

i' The Heatth sector is proiected to be allocated Kshs.Tz Billion, representing only s4%oof the funds required to optimariy sustain the sectorrii' the sector ls proiecteo to'".*i,l* only aboutb%;i the totar budget, which is berowthe 15% comrnitment made oy tne govemment under the Abuja Decraration;

t;
l.
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iii' the BFS fairs, yet again, g:11r?* the request.to capitarize the Kenya Medicar
rX'lffTr*t-il.T ![:ll,:fli 

so as to ennancJ erriciency, improve procurement and

''' $X,lt",ll.3|:Jffir#i 
th;'sovernment's commtment to emproy and retain morev' The curative programmes under the Ministry of Medicat services are likely to

H,'ll.1i,,1i,?f ,fi';jilff1T;[g.,x;Xii'b.n.rop,i;iiliR;;,;;ni'V;[::
r' Administration and National Security5'g)il:ucr:il$T\HJ:l.i.1t,ff[:,1!1n,o 

prans by the Government ro award a vehicre

lester veiis'iesu*eo i, ;ru-,tliH.i't i',fillnol,fr.i:i?i?',y n 
.'H,iltilH:

committee recommends that in. proporeo contrict be suspended.60)The cornmittee 
'rto "tffitni. trirt tn. Cil*lnur investigation forensic raboratory be

fffli,l'l.Ji,?H,J ni5: ;; f,rufl,t *.1;.f 
il' l-,, p, n.* t;; ity rn e oe pa rt,ie ni

u"m:#'lXH 
flHi:H.r?!X;#g.1lion 

and Resistration or persons.has been under
asa i n s t i,eq,., t o,<s r s idsi[ IT,i#1.iIy mltr r* r ;i:tri*,t g,,:ncriticat proiects such as itt'untl ot CrJ g;;;#; io.ntitv .[rir, ,,.,0 other popurationdata rerated prolects *ni.[-i. rey for ; ;;;ih,,e.rectoiar p.o..rr, The committeerequests Treasury to consider increisinu runJiffithis Ministry.

62)The allocation for the office of the vice President and,Ministry of Home Affairs; and thecabinet offtce which ..cr-irlo"T:r* 
rlqn "qrlrt o, snoujo-u.lror..o and suchreductions transferred to tne n,|inirtry or state tilr-ptvinciat il*.iri;tion and Internarsecuritv; and th:..ryililtiv oi"i,:iq f?..t;#;oiion and Resistrarion or personsrespectively' rhe Ministries will boost their kittyin"r*oing security rerated projects.

r' Defence and ExternalAffairs

63)Foreign Exchange Fluctuations-: The bu-dget of the Ministry has continued over the
years to reflect estimates ano piovisioni wrlirrori'r.g.ro forergn exchange fluctuationswhich affect the. budger ro o#r with this ,rtt.r,"tt," .omm,it.e ,,...r*rnds that acontinsency rund oe sit to oeJ witdiililJiffi;;. fluctuatrons.

i:.
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64)Evaluation and Rationalization of. foreign missions abroad: The committee notedthat there is need for evaluation ano ratioiaiiiaiion or existing ffreriqn missions, with aview to providlng allocationrlased on ..on*il uirolrii1, ,ii i.ilr.r,cing those withnational importance' Those missions tnrinru*'no 
"ono*ic 

viability should be croseddown. A sood exampte is th; ;d6;ii,.*[;;, *nu,* tne comrniitdu ,..'*mends forits crosure owing to tire rr.ilioo.s not serve any purpose.

G5)Acquisition of. property: the committee noted the need for Government to financeproperries of missions abroad ,:l1q li; ;r.inrn. principre (paying in instatments foracquisition of the property) as opposlo t. piviniiio, rrnt in perpetuity.

66)collectlon of *lf tt forgign missions: The committee noted that collection, use and

^ -. [,U.|t| ffi,T,il #i^[ Ift ['*]'fl; ilffi I 
il : T#; i 

" 
n..o ron. tn. r',,i, i, t,.v t. iffi r, i-

67)The Ministry of Defenc* int,ro oetineaie their budget to crearfy show modernization ofprojects, re-equipping project*, iro r,.r*ojrm.n, 
torrp.ts. 

rndeed, it has been notedthat lack of ctear ideniiri.ution oi il';;;ilil'i;:':Jd to misuse and abuse of runds.
68)The item on the purchase of KenylNavy Oceanographic vesser, MV jaskihas not beenfacrored in the 2012t13 suoGi]lnir il;" ri;t'[..n pending for a rons time and

ffi:" 
the Treasury should[rovioe 

"rori..rio inctuoe the payment without tur.ther

r' Finance, planning and Trade

69)The allocations for all the line ministries should be up-scaled to be at teast 4070 of theres.urces they requested as per the:*td;il;i].-rn* cor*itt u nttro w*h concernthat almost alt Ministrtes have'Gen allocatec l.*'inrn 40o/a oftneiirequ.sted amounts.These additionar ,*rorr..r s[ouro o* i"ar[.;td i;, ,n. "r,in]rtry 
of Finance

ffiiilf"rs 
administrative progi.**. which ,.u*. to have o..n auo.ated more than

70)Equalization fund is not a devolved fund and should therefore not be included therein.

ffififfil11.'ilx;u1,:l6;s$;;ffi il-;,il,.ent Fund shourd oe iing r-;;;;

:
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71)ln

in

determining the arnount of ordin revenue, all incomes from governmentary
vestments and

\ part of ordinary
even for Cons

even dividend income from Central Bank of Kenya should be keated asrevenue. The whole amount shou ld consequen tly be considered as suchtituencies Development Fund.
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72)ln order to imorove o.n,absorptfon of funds by line Min.rskies and departments, Treasurv
should not dbay oisourserfirni' or ,rrriirra- funds.. Further, line ministries ,ni
ffil3fil:nts 

should fifi;;ili.ir pr*ning'I, ri., or tne iengtiy"puoric tenderrns
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t) Fiscal policy and Budget Framework

73)0n the budget fr.amework;

Given the weak fundamentals driving the economic groMh over the period 2afir13,!* gro*ft target should be revised to 5.2 percent.
The Equalization fund according to Rrtic ie221(2I;: be increased to Kshs.6.Z Billlonas per the requirements of the Constitutio.. fn .jdfion no, later than 31,t May, 2A12,the cRA should publish the criteria for identificrfir;; marginalised areas to enabreoperationatization of the fund at tn* *t",t o; il;;. tn addition the reqursite lawshould be enacted and the ministeigazettes the rures and regurations governing thefund' The committee takes **.piion that in 201nMt|,it was ...omr.nded that theequarization f'nd be operationarized but that was not rearizedAccording to the contingency Fil Act, the contingency fund be increased to thestatutory level of Kshs'tr0 ulttion; the comnnittee'iherefore recommends for fu,provision of thrs amounts in the annuarestimates for 2012r13.

ft:illil[1il::ffi:ffi:' 
tne oovernment shourd provide 'r0 year tax horiday ror

a' use 100 percent local raw materials and labour to produce products for 1ocalmarket and export;
b' NewrciJ#Hrffiper 

milling companies that sustainabty use 100 percenr

c' 
fii[fi'ffj vehicle rnanufacturins industrv with strons domestic strppry

d' vehicle manufacturing companies that enter into franchise arrangements wltheither Numerical Machining complex or local ,.hi.tu assembly industries tofully manufacture vehicles in K.nyr.

VII. RECOMMENDATIONS

recommends the following:
The Committee

l.

u.

1il.

rv
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2l Constituency Development Fund (CDF)

'o'l:n:['J,:lili'i.,T',J;1;i:iifi;ffilfffl,1,;,iL[ili:,4 bi,,ion and an additiona,

'E,lIt ffff^:1*rr1i.?1 
up the amendment or the cDF Act to conform ro the provrsions of

76) The Treasurv,:l?.u.lo rerease, withr.n the first qual"l:l 2012t13,50% of the cDFallocation tor iotztls to.n1r? tnrin. ;;ffi ;ffr. cDF are compteted on time.
3) preparedness 

for. devolution

/ County Structures
T4Provrsionatetti*'t* oiExpinoiture be made for setting up the necessary infrastructure

'u)1ff;ifl:Ti,fl|,|!oritv: The Treasurv provide adequate resources to ser up the

,no?ffiili,il',1',,:f 
i,,flit':flfl#i,,i,:,.-:,;L,[:[:.0., bi,ion shourd be a,ocated

4) Division of resources among the Three Arms of Government
r ceiring for the parriamentary 

service commission80)Based on the,cost peE Md;;;,or iaruam..i-tn.. Committee recomrnends that the
ffi,,I:A [i;:l'lffiilito,. 

ioi)i'i o. ,.i,t ril.'il uirrion ro..-o.*ont and Kshs.4.15

/ Ceiling for the Judiciary

8l)Based on the I'r:rry circular No. 2/2012, for zalzls,the Judiciary had beenallocated Kshs'9'77s oirri'tn'-iio*qr9r, the 6tai request was Kshs.lg birion. The
committee recommenos a ceiting or rirrsre.i fiirion for recurr*nf **punditure and$*iT 3J1fii,ji:5ffl,ill1 ;ffi;il[: 3l."rr, the tot,i.Liring or judiciary

l'he Budget Committee Report on the Budget Policy S tatem ent for 2012119
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,t Ceiling for the Executive
82)For 2Q12t13' the committee profoses that Ministeriar ceiling for the executive be rimitedto Kshs.936.7s biilion. Ttb;;,th,'"th[;;iiil, ;,j. necessary for the Governmen*o

,[Xn':,'#.',fr l,|1f,ffi!'ixfi:3B;UI#HJ]iffi m;'l',T:$,i.s,ih;r;ffii,;

i' The Government should move with speed to complete the refurbishment of therailway network as it is vitai ln .iiirn;;;.portution. The l*u*roprent of the righr

i:.li,f[:fi"ijk 
*''robi Metroporita"n';;;'drd ,.o,.. il''i^ hou rs and ruet

ii' There is need to inc'rease Rural Electrification funding in order to expand outreach.tn the reoo$ of the euoget committee;ii;.rtirrti, ,i-ro.;"d,ure for 2011t12,the cornmittee recomr.nouo rorcooitionri*rorr.es to REA. However, this did

[o*l*:[Ht J!3,i?[Tffi-l-il';illi;' o*oon,n; th;i]is' consideration be
iii' More resources snouiJ o. rj[.rt*d to develop science and industrial porytechnics.At least Kshs'lo million th;riJ;; .rrrJrt-it'each of tn. szo iesistered yourhpolytechn ir:i.I:l 

ll ]q nu rcn gse eq u ipmen ts an d in fr.astructu re.iv' lncrease tuition 
-support'foi studeni;ffiiliin,youth polytechnics to Kshs.2bi'ion (Kshs.890 mittion was artocat*o in zoi;ir rt.v' lncrease the ailocation to n* v"t*iNury fiiJ;, Dry,gioo_ment Fund to Kshs.1.2Biltion to facilitate inr.ast.uclure deveropr-ni. in* gpsi;, iio*u., indentified

IXT:ffiH ?,:Jffi.,ti,i 
n*ir n'i' : ffiil;'e]penditu,,, ,no [;;;. no alocation

vi' lncrease the.atlocation to tne Fenya Animal Genetic Resource centre (KAGR.)by Kshs'234 Miltrion to tne aireaoy attocaGo i.r,r.oo r'llirrirr"roin. parastatal,Kenya Animar Genetic n..ori.. centre roilnirmtructure deveropment.

:: &,Ti: i[fl'.:fi lffi 3trffi ffi liffi:ervices i,.,n, k,r,,. 200, 000 per
viii' The irrigation, componeni be reveried to the Ministry of Agricurture since it rs wert

Slfflffi: 
with the technical capacitv to .rpjoit"the irrisition potentiat for food

ix' 
$|fri'' 

billion be allocated towards Post harvest crop management (driers and
x" 

ffi'on 
services and capacity Building programme be allocated Kshs.3.36

/ Specific Sectoral priorities
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: ?}'ffi[iflilli::,'-15'l11inil:;: 
Asricurturar cooperative Union ror rerririzer

xii' value addition and market access for products and servrces at Kshs.270 mirion;xiii' capacity ouitling 
lor 

new transport sAccos at xitrs. 20 miilion;xiv' Establishment of coop.rrt,r, oeu.topment runJ at Kshs. 100 million;xv' Ivla.ket information and establLhment of inro*r,i.n centers at Kshs. 30 mirion,

tr

!-
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I
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xuii. Provide sulcignt 
lnding for restructuring and staffing of the pharmaceutical

iiXlHxll|r|}H:Jlctuoiis 
hiriil;i ffi *X,oo to curb p,.olililtion or counterreir

tuxiii' 
:;:ffi.ffi:H:lij:llffrm:onstruction and Rehabirtation or Hearh Facir*ies

" ||flr' Framework: The need for rntegrated pubric Finance Management

83)Parliament shou.ld fast track the legrslation process,of 1he pubric Finance ManagementBill 2012 to create 
'n 

*n'oting Lnri.onrent ior runciioning .ririt il;. of Government.lndeed' in the ahsence tf tdPFM rurt uri'trri .nr.t.o r;ws that ,..[ to operationarisethe countv Governments wlll not yiet'd ;il;;;urs. eininclr-fl.* is of utmost
fr 

p#ffi i;.T.:,[iHflilt,,1i1f,1ffi 
,fl f ;;gffi trt#[ffi llntinstituti,.,,.i

84)Finally' the House-should adopt the repo.t of the Budget.cornmittee, the Minister takenote of the above recommenoit'ons anirpg 
"gnultrlve 

ministries be ieaoy to make the
Bffitri:_::anses 

durins the ieview of the i[tr.nut*. b], id,,u,ior. Departmenrat
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7) Hon. Jackson Kiptanui, M.p
8) Hon. John Mbadi, M.p
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1l)Hon. Adan Keynan, M.p - chairman, Defense & Foreign Rerations
l2)Hon. Ekwe Ethuro, M.p _ Chainnan, CFC
13) Hon. Njoroge Baiya, M.p -Acting chairman, Justice &LegatAffairs
l4)Hon. David Koech, M.p - chairman, Education, Research & Technorogy
l5)Hon. shakeel Shabbir, M.p - Finance, planning & Trade committee

AGENDA
1. Preliminaries/ Confirmation of Agenda
2. Confirmation of previous meeting minutes
3. Matters Arising
4' Review and Adoption of the committee,s Report on the Bps5. Any Other Business



MIN. 56/2012: preliminaries
The chairman called the meeting to order at 10.30 a.m. The meeting was opened with aword of prayer from the secretariat. He appreciated Departmenlal committees formeeting within the short notice and forwarain! ineir reports to the committee. In view oftime constraints, members agreed to amend the agend a, by deferring the confirmation ofminutes to give more time to deal with the substantive agenda.

,s th
The Chairman noted that the Budget Commiffee had prepared its report on the BudgetPolicy Statement fot 2012/13 and was ready to be tabled in the House Iater in the day.Members were informed that the recommendations contained in the Departmental
Committee reports had been incorporated into the Committee report.

The committee was taken through the Draft report and agreed in principle on thecontents of the report' The committee made some amendments which were thenincorporated before the report was adopted.

MIN. 58/2012: Ad iournment
The committee adopted the Report with amendments and the meeting was adjourned at12:50 pm
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The Chair called the meeting to order at 11.50 am. He then welcomed and thanked

members for finding time to attend the meeting. The chairman also took member

through the agenda and emphasized on strictly dealing with the set agenda.

The chair informed the members present that the Judiciary will have a sitting with

the Budget Committee on Wednesday 25th April 2012 to make a presentation of

their proposed estimates of expenditure for the financial year l2ll3.

2

ln view of time constraint, members agreed to defer confirmation of the previous

meeting minutes to a later date and deal with more substantive matters.- the i)
Continuation of the Consideration of The Budget Poticy Statement it{

COMMITTEES

The chair invited the Mr. Fredrick Muthengi to give a list of Departmental

Committees that have submitted their reports on the Budget Policy Statement.

He went ahead and informed members that nine committees had already submitted

their reports and only three committees are yet to submit their reports on the same

as at the time of the committee meeting.

The committees that had submitted their reports were;

1. Labor and Social Welfare Committee
2. Administration and National security committee
3. Education, Research and Technology Committee

4. Local Authorities Committee
5. Transport, Public works and Housing committee
6. Energy, communication and Information committee

7. Justice and Legal Affairs Committee
8. Lands and Natural Resources
g. Defense and Foreign Relations Committee

The cornmittees that had not yet submitted their reports on Budget Policy

Statement were;

1. Agriculture, Livestock and Cooperatives

2. Health Committee
3. Finance ,Trade and Planning Committee

EPNT
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The Chainnan Agriculture, Livestock and Cooperatives Committee informed the
Committee that his committee was meeting at the Time and therefore would
submit their report on the afternoon of Z4h April ZOIZ.

Also the same case applied for the Finance, Trade and Planning committee as they
were also meeting then and would submit their report on the BPS in the aftemoon
of24hApril 2012.

The chair on behalf of Budget Committee members appreciated the different
committees for their efforts and job well done considering the limited time they
had at their disposal. Chair, pointed out that even some committees meeting ou.t
the weekend in order to beat the tight timeframes.

.5212012 ON

The Chainnan invited the Chairpersons of different Committees to submit their
reports on BPS

A. on. Aden MP h oetensEda F'o ation
Committee
The chairman informed the Committee that his committee had come up with
very realistic proposals which were unanimously agreed by Members of
Defense and Foreign Relations Committee.
He informed the Commiffee that one of the major recommendations of his
Committee is the reduction of the National Security Intelligence Security
(NSIS) budget estimates.
He also informed the Committee that the budget estimates of NSIS have
never been scrutinized.
He informed that the NSIS was summoned by his committee and failed to
honor the invite arguing that that they were not under the watch of
Parliament.
He added that his committee has made internationai visits to famili arize
themselves on how security matters are handled in other countries and
confirmed they are completely in line with what his committee was doing on
behalf of parliament.
Members present lamented that the output from NSIS is very wanting and
urged the Defense Committee to surrmon and grill NSIS

B Koech n Ed no
Committee
He informed the Committee that his committee had siuings on Friday 20h
April 2012 and Saturday 21't April ZOLZ to prepare the BPS report.

3



He also informed the chair that they engaged the Ministry of Higher
Education, Ministry of Education and Teachers Service commission

a. Min istrv of Hisher ucation
He informed the chair that his committee engaged the Minister of
Higher Education and other senior officials. He lnformed the chair
that of key concern to his committee was;

/ Enou8h Funds have not been allocated for the elevation of nine
colleges to universities yet it was a presidential pronouncement
and it will be an embarrassment if these projects do not take
off. i-)/ Funds have not been allocated for accelerated. admissions in € t
public universities, ':='l

/ Additional funds have not been availed to Higher Education
Loans Board yet more students are bein[ admiued to
Universities.

/ Pan African university has not been provided with any funds
yet Kenya is the host for this regional institution.

b. Ministrv of Education
The main concern of his
Development and Educati

Committee was that the Early Childhood
on (ECDE) has not been mainstreamed and

has been put under General Adminishation and planning sector
contrary to Minister of Finance commitment to mainstream it. Due to
this, his committee noted that it is difficult to ascertain the exact
money given to ECDE.

c. Teachers Seryice Commission
The major concem to his committee was that funds have not been
provided for recruitment of teachers and yet there was a commitment
to employ 40,000 teachers.

MIN. 53/2012: MATTERS ARISING

Members were concerned that treasury may not incorporate the proposais from the
Budget Commiuee on the Budget Policy Statement and wanted to know if treasury
can be made to delay tabling of the Fy t2/13 budget estimates.

The chair informed members that the constitution does not allow for delay unless
an amendment is introduced.

ip
r-,:\r - :--f
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Members also inquired the possibility 
?{ft. Budget committee report being tabredon wednesday 25h of Aprif 2012 and debated 

"rL" same day.

}t..#il: ji:::#;:ff33.H:f 
#l #:j: 

print e d e st im ate s b e fo re B u dg et

The chair informed the members that he will undertake to seek guid,nce from thespeaker of Nationar Assembry on the matter. .uir.a by members.

The chair reminded members that there will be anotfer meeting on 25tr April z,tzat 10am between the Budget committee and tt" rrai.iary where the later willpresent proposals on their 12/13 budget .rti*ui.r.

There being no other business, the me"eting was adjourned at 1.30pm.The nextmeeting will be held on wednesduy,iid-gp?ii" rOam with the iudiciary servicecommission to discuss their Estimates of Expenditure for 20tz/r3.

MIN.54/2012: A.O.B
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4. continuation of consideration of Budget policy statement
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5. Any other business

M.in 39 /201 2 : Prelimina ries
The rneeting was called to order at 3:10 prn with a word of prayer frorn a mernber of
staff. The Chairman welcomed members to the meeting. The Chair also reminded
members of the joint Budget Committee and Finance, Planning and Trade Committee
Breakfast Briefing hosted by the Commission on Revenue Allocation at the Serene
Hotel beginning at7.30am on Tuesday 24t' April 2012.

Min 40/201 2: Confirmation of Previous etins Minutes
The minutes of the previous Committee meeting held on the 20'h April 2Ol2 were read
and confirmed as true reflection of the Comrnittee's deliberations. The Hon. Njoroge
Baiya proposed the minutes and Hon. Alfred Sambu seconded the minutes.

Min 4112012: Matters Arisine
Under Min 36/2012: Brief on the Budget Policy Statement
A) Presentations bv other stakeholders on revenue allocation
Mernbers sought the Parliamentary Budget Office to give its own proposal of the
revenue sharing criteria. In addition, they requested the PBO to identifli other relevant
stakeholders to give their own views on a revenue sharing formula. This should be
done as soon as possible. Mernbers suggested organizations such as KIPPRA, IPAR,
the Ministry of Planning, and Commission on Poverty Eradication. In addition, the
Cornmittee also suggested inclusion of Dr. David Ndii and Dr. Wnjuku Kabira among
the institutions to brief the Committee accordingly.
In addition, Members expressed their concern with the identification of marginalized
areas by the CRA. The Committee souls seek an explanation fi'orn CRA on this
particularly during the Breakfast meeting the following day.

B) Continsencv Fund
Members noted that provision for the contingency fund was pegged at Kshs 5.0 billion
as opposed to stipulated capping at Kshs 10 billion as per per recently enacted Civil
Contingencies Fund Act. Thus The Committee Observed that Provision should be
raised to Kshs 10 biilion as per the civil Contingencies Fund Legislation.

c) Denartmental ittee reoorts on the Budset olicv Statementc m
The Chairman informed the Committee that some Departmental Committees had
begun subrnitting their reports on the Budget Policy Statement for discussion and
adaptation by the budget committee in their report on the budget policy statement.
Attention was drawn to the summary of specific fiscal risks - pending expenditures,

2

-t-. 
,/

r._r i..l

'l



annexed in the BPS' It was agreed that as the committee reviews the Departmentarcommittee presentations, the fiscar risks wourd be considered.

D) Constituti onal refo rm
Me bers queried what the Kshs. I3.0 billion allocated for Constitutional Reform andnoted that it altogether different fiom allocation to the IEBC. The parliamentaryBudget Office informed members that treasury had set aside these funds for the tuIltransition to the new constifutional di spensation. However, members noted that therewas need for further clarification on the issue of constituti on reform; to identiff thekey factors under consideration.

E) Unalloca ted nd
Members raised concern over the Kshs 3.5 billion unallocated funds. They suggested

priority areas since there 
-iru, 

a

that these funds should be allocated to other
contingency fund to cater for unexpected events.

F) fun e ist Tr sues
Mernbers expressed their dismay by the poor/low absorption of funds by the variousgovernrnent mlnlstries and agencies especially deveJopment funds. They wanted anexplanation frorn treasury on what happens to funds once they are returned

G) Publi CD rocu remen t law
Meurbers noted that the Public Procurement law was being cited as a hindrance to theutilization of funds by the various government ministries and agencies. Memberswanted to know the exact provisi ons in the law that were hindrance and requested fora meeting be organized with accounting officers for key ministries and agencies toseel< an explanation on why and which provisions of the procurement law washindrance to absorption funds. Mernbers noted the Mini stry of Public works was themaJor cause of the the probl em.

H) ua zati
Members were concerned that the Equalization Fund was belng earnarked in thebudget policy statement for activities that weren,t provided for in the constitution.They noted that constituti on under article 204(2) was very clear on what it sho-uld beused for. In addition they noted that the amount should be Kshs 6.7 billion, thecumulative amount for two years. The Committee strongly indicated that the jssue ofthe Equalization Fund should feature prominently in its report.

D Ad nc fth BP th ca
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Members noted with concern that the lack of adherence to section 7(3) (d) the FMA
whereby the BPS failed to mention the sectoral allocations for the curent financial
year and also the outputs expected from such sectors raised issues of lack of
accountability.

Min4212012: Continuation of Consi deration of Budset Policv Statement
The Chairperson of the departmental Committee on Labour and Social Welfare
submitted their report on the Budget Policy Statement. In its Recommendations, the
Labour and social welfare Committee noted that there was gross underfunding to the e
Ministry of Special Programmes and the allocations does not factor transport element
of the relief services to the beneficiaries. They only deliver food stuff to district
headquarters without factoring subsequent transportation to various centres within
affected districts.

Further the Committee noted that also the Ministry of Youth Affairs and Sports is
underfunded. Consequently the Committee recomrnended that the ministry of Youth
Affairs and Sports budget should also be given increased funding. The chairman,
budget committee informed the chairs of the deparlmental to subrnit their reports
which will be discussed in the next meeting

NIin 431:2012 ANY OTHER BUSINESS
i.) Members were informed of a Joint Budget Committee and Finance, Planning

and Trade Cornmittee Breakfast rneeting hosted by the Comrnission on
Revenue Allocation at the Serena hotel at 7:30 am on the 24th April, 2012. The
discussion would be on the CRA's Creteria for revenue allocation.

ii.)Members were also informed that they were meeting the Judiciary on
Wednesd ay 25'h April 2012, to discuss their budget proposals

Min 4 4 / :20 12 Ad iournment
There being no other business, the meeting was adjourned at 4:50 pm t9 pave
way for the second meeting with the Parliamentary Service Commission to
discuss their Estimates of ture for 20l2ll3
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Min 45/2012: Preliminaries

The meeting started at 5:00 pm with the chairman welcoming the parliamentary Service
Commission to the Budget Committee meeting.

012: P of enta Comm s als
Estimates for 2012t2013 FY

The Parliamentary Service Commission led by its Vice-chairman, Hon. Aden Keynan, M.p
presented to the members of the Budget Committee their budget estimates proposals for
2012/2013 FY. The key highlights of the presentation were as follows

A) The proposed budget estimate for 2012/2013 FY is a total of Kshs 18.05 billion, where
Kshs 13.9 billion is the proposed recurrent expenditure and Kshs 4.15 billion is the
proposed development expenditure.

B) The budget estim.ates proposal had been prepared with the assumption that the election
date will be on 4'n March, 2013. However, the comrnission informed members that it was
also ready for a December,2012 election if that becomes the case.

C) The Public Service commission informed members that for the finapcial year 21lll21l2.
it had utilized 650/o and 26Yo of its recurrent and development expenditure respectively.
The Commission further stated, it was possible to use thsremaining35%oof the recurrent
expenditure funds by the end of the financial year. Members were further informed that it
was unlikely to use all its development expenditure funds since some of the development
projects planned for implementation in the current FY may not take off. The commission
informed members that it is likely to use 50Yo of development funds by the end of the
financial year

D) The Cornmission also informed the members that it had factored in its budget estimates
proposals for the Senate and the expanded National Assembly including the support
services such as offices and staff requirement to cary out their mandate. An assumpiion
was made by the commission that the members of the Senate and expanded Natlonal
Assembly will receive the same salary and allowances as the current members of
Parliament.

E) The commission informed Members that it had also factored in its budget estimates an
amount to cater for expected members taxes with regard to their Parliamentary Salaries
and allowances up to January 14th ,2013 when the mandate of l0s Parliament comes to
an end.

The Commission highlighted the key projects to be undertaken in 2012/ 2Ol3 financial
year as follows;
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I' The commencement of construction of a new ultra modem office block whichwill cost Kshs.500 million.

iI' 
[:f;],i;: 

bil]ion for Acquisition of the protection house from Ministry of

IlL purchase ofresidentiar house for the speaker ofthe senate

ry' Purchase and refurbishment of Haramb eePlazaat a cost of Kshs 700 million
v' Refurbishment of the Senate chambers and offices at a cost of Kshs 700 million

vI' Conshuction of a new kitchen and cafeteria for the expanded parliament

vll. Recruitment of new staff to serve the expanded parriament

VIII' Expansion of the centre for Parliamentary Studies and rraining to cater for needsof both the expanded parliament and the various county assemblies.

Members raised some concerns with. regal{ to expenditure for 20l1l2ol2 Fy budget and2012/2013 FY budget estimate proposals ui foilo*r; 
r --

I' The low utilization of development funds and the delays in commencing of developmentprojects' Members requested an explanation on the same. The commission explained thatthe Iengthy procurement process as per the Public procurement and disposal Act, 2005and delays caused by the Ministry of public works.

II' The interest rate charged to Mortgage given to members of parliament. The commissioninformed the members that the interJst iu,. 
"trurg; 

was capped at 3o/o.

III' The slow process in recruiting staff in readiness for the expanded parliament. Thecommission informed members that it had finished preparing the organizatjonal structurefor the new expanded Parliament and will begin advertising for the new posts soon.
IV' Members further wanted to know whether in the planning for acquisition of protection

house from the Ministry of Housing the comrnission hud ulro'considered EmbassyBuilding' The PSC informed the meirbers that i, r,ua not considered Embassy Housesince it wanted to create a Parliamentary Square and Embassy house wasn,t part of it
v' The Level at which the Parliamentary Service commission had placed the senate jnterms of its relationship with the Nat-ional assembly and salaries and allowances. ThePSC informed members that the salaries for Senate would be considered by salaries andRemuneration cornmission. However, it *uJ. tn. assumption that salaries andallowances will be the same until otheiwise informed by the Salaries and Remunerationcommission' It further pointed out to ..*u.ii ihat ii had scheduled a meeting withrepresentatives of the National Assembly and Senate on the Salaries and RemunerationCommission to further discuss the matter.

vi' Members fi[ther wanted to know when the new chambers wi]l be ready for use. Thecommission informed members that the tentative date for members to start using the new



chambers was 12tl'June,2012 which will be marked by an opening ceremony. Members
were informed that the delay in opening the new chambers fo, mei,b.rs was as a resultof Prison Services delaying in providing the seats for the chamber However, rhe
commission informed the members that it had talked to the prison services who had
promised to fast-track the supply of the seats.

VII' on the delay in.implementing the Akiwumi recommendation on pensions for former
members of parliament. The PSC informed members that Akiwumi report hadn,t been
implemented because it required an amendment to both pension, und parliamentary
pension acts and PSC as a body couldn't introduce legislation to parliamint. The pSC
informed members that it was the duty of the Minister of Finance to introduce those
amendments' In addition, PSC informed members that they had drafted and submitted to
the Ministry of Finance the bills necessary for the implementation of Akiwumi
recolrunendation on parliamentary pensions for members, for introduction in parliament.

Members were also informed by the commission that there was an official frorn the Kenya
Revenue Authority stationed at parliament to offer tax advice services to members and members
should take advantage of the same.

f'- -\
t1

n4in 471:2OI2 ANY OTHER BUSINESS

The following were discussed under A.O.B

i) Members were informed of an invitation by the CRA to attend a presentation
on the revenue allocation fonnula at the intercontinental horel at 7:30 am on
24th April,2Ol2

ii) Members wanted that the clerk's office to furnish them with returns for
expenses incurred for the various committees. In addition, they wanted an
intemal memo sent to members informing them that a KRA official had been
posted to parliament to serve members with regard to tax matters.

iii) Members also wanted to know from the clerk office, why the Media and pR
department wasn't doing much on presenting the corect position with regard S
to matters affecting parliament. They noted that in tire office of prime '-'"'/

Minister and State House, the PR and Media departments were at the forefront
of defending those institutions and presenting the cofiect view to the public.
Members wanted the same to be done for parliament.

ir) Members were also informed that they would be a meeting for the Judiciary
on Wednes day 24th April2012, to discuss their budget propJsals

Min 48/:2012 Adiournment

There being no other business, the meeting was adjourned at 7:00 pm

S]G ATURE
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13) Hon. Njoroge Baiya, M.p - Acting chairman, Justice and Legal Affairs

IN ATTENDANCE

1) Hon shakeel Shabbir, M.p - Finance, planning and rrade committee

ABSENT WITH APOLOGIES

1) Hon. Jackson Kiptanui, M.p
2) Hon. Nelson Gaichuhie, M.p

AGENDA

1. Preliminaries/ Confirmation of Agenda
2, Confirmation of previous Meeting Minutes
3. Matters Arising
4. Brief on the Budget policy Statement
5. Any Other Business

MIN.34I20I2 : Preliminaries

The meeting started at 10.50 a.m with a word of prayer from a member of staff. The chairman
welcomed members to the meeting and reminded them that this was a very important meeting.
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MIN. 35/2012: confirmation of previous Meeting Minutes

The minutes of the previous meeting held on 18ft April 2olz were read through and confirmed.
They were proposed by Hon. Danson Mungatana and seconded by Hon. Thomas Mwadeghu as a
true reflection of the committee,s deliberations.

MIN. 36/2012: Matters Arising

MIN.31/2012:

a) Review of the PFM Bill:

Members were reminded of the communication from the chair that to proceed with i..]
debate on the PFM, there is need for extension of timeline by resolution of the House. t:iThey were informed that the leader of government business would give notice of motion
to seek extension for the Bill to be debatable in the House.

b) Meeting with CRA on the proposed revenue sharing criteria

Members were informed that the venue of the breakfast meeting with CRA on Tuesday
Z+ft aprit 2072 at 7.30 a.m had been changed from Hotel Intercontinental to Serena
Hotel' Members felt that there was need. to move fast on the revenue sharing formula
given that the budget would be laid in the House soon enough. Members felt that the role
of the CRA was to make recommendations concerning the basis for equitable sharing of
revenue but not necessarily to decide on the revenue allocation formula. The
constitutional provision on this matter is very general. Thus parliament could very well
have its own experts to come up with a formula. It was agreed therefore that the cRA
proposed revenue uiteria would be subjected to the Parliamentary Budget office as well 

^fpas other relevant agencies for review and improvement, if need be. €#
MIN.3212012:

a) Processing of the BPS

Concem was expressed over item 9.19 in the sunmary of fiscal risks to the - pending
expenditures in the BPS: purchase of 5.7 million bags of ma ize. It was felt that this sends
the wrong signal that the country cannot be able to provide for itself. Members agreed
that since discussion on the BPS was the substantive agenda of the meeting, any issues
arising from the BPS would be discussed therein.

b) Brief on the Supplementary Estimates

Members expressed disappointnent over the apparent apathy by some Members of
Pariiament on matters related to the budget when these are brought to the floor of the

2



House' It was agreed that going forward, there was need to build consensus within thecommittee on action to be taken on cruciar budgetary maffers.

Members were urged to reject the additional component of 1.6 billion for purchase of fertilizer

il:r:J,,*itn 
for fertilizer subsidv in the supplementary estimates as it was atready off-season

A clarification was sought on whether the Budget committee could reduce and/or re-allocateexpenditure and this was confirmed as possible.

Members sought clarification on why Net Domestic Borrowing amounted tol19.5 billion in the2011/12 Budget but decreased to 62.1 billion in the revised budget yet interest paymentincreased from 76'6 billion in the 77.7 bitlion in the same period. This was attributed todecreased uptake of rreasury Bills whereas the interest payment was increasing due to paymentof mafure loans.

clarification on the various stages of the budget process was requested. It was agreed that thiswould be addressed later to give time for discussion on the substantive agenda.

MIN.36/2012: Brief on the tsudget policy Statement

The PBo gave members a brief on the Budget Poiicy statement. The key highlights of thepresentation were as follows:

The BPS 2012has not fully adhered to the provisions of the Fiscal Management Act 2009 whichforms a legal basis for the submission of the Budget Policy statement. section 7(z) ofthe FMAprovides that the BPS shall be laid in the Nationai Assembly not later than 21rt vr*"r, .i;;year' However, the Minister of Finance failed to adhere to this stipulation. Furthermore, the BpS2012 has failed to mention the sectoral allocations for the current financial year and also theoutputs expected from such sectors as required by section 7(3Xd) of the FMA.

The total envisaged Budget for the 2012/13 is Kshs. I .1 5 trillion. of which:
o cFS Recunent (Excruding Redemption): 137.3 Bilion
o Recurrent Ministry: Kshs.60g.6 Billion
o Ministry Development: 3g1.1 Billion

o Contingency: 5.0 billion

o Constitutional Reform: 13.0 billion

o Equalization Fund : 3.6 Billion

o Unallocated : 3.5 Billion

There is lack of consistency between the Fiscal Framework and the ministerial ceilings.
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The comparison between the 2011/12 Budget and the 2012 BpS is as follows:

20Llll2 (Revised) Z0L2lt3

Total Revenue 790.0 936.5

Expenditnre 998.4 1,l5}.t

O/w Recurrent (Non Inrst) 589.9 663.1

O/w Interest Payments 86.6 g7.2

Deficit (Excluding Grants) 209.3 215.7

Deficit (Including Grants) 160.2 167.4 ,i.)

F'inancing. {,:)

Net Foreign 9g.1 60.7

Net Domestic Borrowing 62.L 106.7

The BPS projects 1{ncjt (including grants) of 4.3 percent of GDp in 2012113, easing to 3.5
percent by 2014115. Furthennore, BPS asserts that in the 2011/12 budget, public expJnditure
expanded to reach 33'5 percent of GDP due to continued infrastructur. ,pJ"diog, implementation
of the new constitution, drought mitigation measures and food security, security iniervention in
Somalia and Salary awards. It is pointed out that pubtic expenditure as-a share of GDp will need
to moderate to prevent accumulation of debt.

Given the continued underperfornance of revenue and the rising fiscal pressures, the
govemment may have to borrow more to_ sustain its expenditure. This is worsened-by uncertainty
of flow of donor loans and grants since donors may adopt a wait and see attitude. T[us debt may
increase rather than decre"ti i, the coming financiar v#. 

- evv sllrrsuw' r,ur \rsut rr'ti1y 
{}(#

Government expenditure as a share of GDP is at an all time high. In this regard, pBO suggest
that2012lI3 govemment expenditure should be no more than ZgN of GDp in 2OlZ/l3.fol-tni,
to happen, there is need for the government to identify key non priority areas for expenditure
cuts.

BPS forecasts total revenue to reach Ksh. 790 billion (24% of GDp) this financial year (decline
from the budgeted Ksh.792.1 billion) and Ksh. 936.s biltion (24.2;,/, of GDp) in20l2it3 - an
increase of Ksh. 146.5 billion from the estimated 2ollllzBps projection.

Foreign grants are projected to rise to Ksh.48.1 billion by end June 2012 relative to Ksh.41.1
billion originally estimated in the approved budget. The amount of grants only rise marginally to
Ksh. 48'3 billion in coming 2012113 financial year, and. then reaches Ksh. 48.4 biliion iiZOtinq
and 56'4 billion in20l4ll5. As a percent of GDP, grants wilt decline from 1.4% ofGDp to about
l.l% of GDP in 2014/1,5.

Expenditure and net lending expected to rise from Ksh.998.4 biliion in 201 lll} to ksh.1152.1
billion (29.8% of GDP) n 2012113. This includes interest payments amounting to IGh. 86.6
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billion by June 2012, which will rise to Ksh. 97.2 billion by June 2ol2/13. The biggest
[.f;L"ilH;t,1ii#:r 

pavments is domestic i"i.i.rt puylr.nts G;h. 8s.s blrion ,.2ot2t13) of

wages and benefits of civil servants, expected to rise from Ksh. 22g. billion in the current
#ffit1l,L.fl,lifil;,?12.e 

bilion 
"-2oin3. K,h.;;;] ulrion i, io.tzi.i,,and peak at Ksh.

Recurrent expenditure is projected to decline from 20.50/o of GDp to lg.g%oof GDp by2014/15, development spending to rise from 9.4 N iniolul2 tol0 percent in2ol4/rs.

,"0o1"0}lr*tncies 
amount wili be Ksh. 5 billion for 2or2/13 and 2013/t4,and Ksh. 10 billion in

,"oTiTlloon 
reform will take Ksh. 13 billion in2ot2/t3, 7 biilion the next year, and 5 biltion in

Equalization x'und to receive Ksh' 3.6 billion in the coming financial year, which will rise toKsh. 4'3 biltion in the next, and Ksh. 5 billion inztolit{i."
of particular concern to the members was the issue of revenue where it was felt that revenueforecasts had been based on overambitious ;r;f;r;; of the economy. Revenue projectionsneed to be based on realistic variables. Revenue haf been in*easing at a decreasing rate whichimplies decreasing compliance. This is a pertinent issue that needs to be addressed.

As a way forward on the BPS, members were informed that all Departmental Committees hadbeen informed of the Monday deadline to submit their reports on the Bps. The Budgetcommittee will pick key recommendations from the reports of the various Deparknentalcommittees and incorporate them into the final report to be tabled in the House.

NtrN. 3712012: Any Other Business

Members were informed of an invitation of Budget committee members by the Regional centrefor Small Arms and light weapons to attend a meeting on the small arms and light weaponsscheduled to take place in Mombasa from 25* -27th Api, 2or2
Members were informed that the Parliamentary Service commission would meet with them onMonday 23'd April 2012 at4.00 p.m. to discuss their budget (2olzlr3budget estimates).

MIN. 38D012: Adjournment

There being no other business, the

CHAIRMAN

oumed at 1J.50 p.m.
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BIIILDING. AT 11.00 A.M

PRESENT

1) Hon. Elias Mbau, M.p - Chairperson
2) Hon. Alfred Sambu, M.p
3) Hon. Jackson Kiptanui, M.p
4) Hon. Danson Mungatana, M.p
5) Hon. Joha Mbadi, M.p
6) Hon. Emilio Kathuri, M.p
7) Hon. Abdul Bahari, M.p
8) Hon. Omar Zonga,M.p
9) Hon. Nelson Gaichuhie, M.p
10)Hon. Moses Lessonet, M.p
11) Hon' Thomas Mwadeghu- chairman, Local Authorities and Fund Accounts committee
12)Hon. Ekwe Ethuro, M.p _ Chairman, CDF Committee
13) Hon' Njoroge Baiya, M'P - Acting chairman, Justice and Legal Affairs committee
14) Hon. John Mututho, M.p - chairrnan, Agriculture, Livestock and cooperatives
15) Hon. James Rege, M.p - chairman, Energy, communication and Information
16) Hon. David Koech, M.p - chairman, Education, Research and rechnology

IN ATTENDANCE

1) Hon. shakeel shabbir, M.p - Finance, planning and Trade committee

1) Phyllis Makau - Director, parliamentary Budget Office
2) Nicodemus Odongo - Senior Fiscal Analyst
3) Martin Masinde - Fiscal Analyst
4) Fredrick Muthengi - Fiscal Analyst
5) Gilbert Kipkirui - Fiscal Analsyt
6) Millicent Ojiambo - Fiscal Analyst

AGENDA

l. Preliminaries/ Confirmation of Agenda
2. Confirmation of previous Meeting Minutes3. Matters arising

! Processing of the Bps and Brief on the supprementary Estimates5. Any Other Business
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MIN.29/20 I 2 : Preliminaries

The meeting was started with a word of prayer at 11.30 a.m. The chairman welcomed members
to the meeting and informed them that the Budget Policy Statement had finally been laid at the
floor of the House on 17fi April2ol2. Members were reminded of the Speaker,s direction to the
Budget committee to review the BPS and write a report which should be laid in the House
within seven days.

MIN. 30/2012: confirmation of previous Meeting Minutes

The minutes were read through and confirmed by Hon. Danson Mungatana who was second.ed
by Hon. Jackson Kiptanui. 

.ul)
MIN.31/2012: Matters Arising ,i:':,i

12: a s

Members were informed that the PFM Bill had been retrieved due to lapsing of the timeline. This
was necessary in order to ensure that the debate on the bill is constitutional. The House is
therefore awaiting communication from the Speaker before deliberations on the bill can
continue.

th0 ue

Members were reminded of the breakfast meeting to be held at7.30 a.m at Hotel Intercontinental
on24'h April2Ol2 and were urged to attend. The Parliamentary Budget offrce was requested to
enstue that the CRA makes enough copies of the presentations to be made so that members can
be able to follow the presentations. PBo was also requested to give Budget committee enough
information, for it to be able to respond adequately to the cRA proposals.

MIN' 32120722 Processing of the BPS and tsrief of the Supplementary Estimates

a) Processing of the BpS

Members were informed that they would be required to review the BpS, in consultation with the
various Departmental Committees within seven days which includes writing the report and
laying it in the House. a detailed draft timetable of schedule of meetings to process the BpS was
outlined as foliows:

i:::l
r: - :;lj.' 1.ti,

Friday at I 1.00 a.m Unpacking of the cy Statement by the Budget OfficeBudget Poli

Monday afternoon comments from other departmental committeesConsideration of

Tues at 11.00 a.m f theCons iderati draft B Committee ort on the BPSoon
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ednesday at I 1.00 a.mw
Adoption of the report

y at2.30 p.mwednesda
Laying of the report and notice ofmotion

Thursday afternoon Debate on the report and resolutions made

,
I

.,.:,: I

Members felt that the challenges facing, the country today in form of strikes by Teachers, Doctorswas as a resuit of the Treasury not taking a, their ,."o**.*;;;;, ffiL? oro*.r. It was felt
that the Budget committee ttto**.oautions on rr* urdu., 2ql,/l2reflected the wishes of the
people more since they had bttn to-piled after 

"rn.uriions with the pubric. It was agreed that:H*T: ,iJlffi 
"",:TIffi J: :':J:,'ri 

*i; .,*'n d a but urt", * Jin g rh e ir rep ort, rh e

ffif:',::i:11"*nfffi:T*owritin* the Bps report, with Naivasha beingproposed as a
more convenient and it wourd b..^.;;::t ;::t ::Hopinion 

that a venue in Nairobi *oua l.
b) Brief on the Supplementary Esfimates

The PBo took members through the Supplementary Estimates. The key issues highlighted wereas follows:

' The proposals by the Minister seek to increase the budget raid in June by Kshs. 2r bilrion.' There has been expenditure shorffall due to l";";;;r"rption recorded in both recurrent and*il:T'ff:lr"fn:.H:,*jt:Tl}-in recurr*i .*p"naiture amounts to Kshs . 304.4
h and, d eve r oim ent exp en di tur., ;lTr;H i;['J' fr" till ff ];ffi ,,:IHl g: ffi i*i

. i:ij['i.i:rffiJ"1fri.":,'#;r:U:",;',,",ait*"' 
and gaps in reporting bv ther A few ministries have adhered to i

items such as communication, -+iT'l*T,iE:T:l:i'X.ffi "ffiffi;::?;#TT
.""T.',fl ;::fllTrHffi # I"TT:: 

; ; Jff' r,o *",.,,, o.,i" sp en ain g a g enc i e s are

' }offi;,*ffitffi:,ffi:*le spending units under recurrent expenditure are to cater for
' Ministry of Defense has received the biggest allocation of Ksh12.5 billion for KDF whichincreases its annual budget from Ksh 52 b,rion to Ksh 64.5 b,rion.' Teachers service commission has been allocat.alJiirloral Ksh 6.1 billion mainly to caterfor employment of new teachers and conversation or ,nor" in contract to permanent andpensionable.
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Ministry of Gender, Children and Social Development has received additional Ksh 400
million under development vote to cater for increased transfers to orphans and Vulnerable
Children.

The Judiciary has introduced a new item of purchase of motor vehicles with Ksh. 500
million.
Ministry of Public Service request for Ksh 2.t62 billion for a new item, contribution to
compulsory health insurance scheme.

Notable increments in the development vote include

' Ministry of Finance requested for Ksh 2.5 billion for equity participation in the Kenya
Airways rights issue.

' Ministry of Agriculture requested for Ksh 1.9 billion for purchase of fertilizer and
Kshs.1.723 billion for fertilizer subsidy (with A-i-A of Ksh 1.7 bilion)

Major Reductions

. Training Funds in all agencies have been cut.

' IEBC has been cut Ksh 4 billion which were mainly from voter registration,
' Other operating Expenses for Ministry of Financ" 

1i]" been cut by Kshs. 627.3 million.

Development votes have been slashed largely.

' The Ministry of Energy has had donor reduction of its development budget by Ksh g.6
billion.

' Ministry of Water and Irrigation has faced a major cut in its development vote by Ksh. 1.4
billion which were mainly for water conservation and dam construction.

' Ministry of Livestock has been cut by Ksh 636 million.. Judiciary has been cut Ksh 1.1 billion
, National Assembly has been cut by Ksh. 201 million. Ministry of energy by Ksh 829.5 miltion

Consistency with Ministerial Statement

' The Minister in his statement to Parliament, sought for fund.s for water harvesting and
storage for sustainable agricultural development. A total of Ksh. 1.1 billion was earmarked
for construction of water pans. A frrther cut of fiinds to National Irrigation Board worsens
the situation. The huge reduction of funds for Ministry of Water will dampen the efforts
geared towards improving acreage under irrigation as well as access to water.

Major cuts in funds to construct slaughter houses in ASAL areas under Ministry of Livestock
Development by Ksh. 636 million reneges the commitment by the Minister to scale up the
projects initiated in the 2010/11 budget.

;.''J
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r with the surge in recurrent expenditure and cuts in development budget fails to keep theMinister's commitment to direct more funds to priority deveropment. It is observed that theincrease in recurrent has been occasioned to a gieater extent in the increment in allowancespaid to employees' This will further aggravate the wage bill burden which the Minister hadpledged to keep below 7% of GDp.

A. Financing of Supplementary Estimates

The Budget committee was concerned on the financing of the budget given the overly optimisticrevenues projected by the Minister.

Even though borrowing has been low up to February zol,2, the Govemment has heavilyborrowed in March, a tend expected to continue to the end of the financial year due tounderperformance of tax revenue. This is not a surprise because pBo had cautioned in its Budgetoptions for 20l2ll3' This seems to be the only avenue that the Govemment is going to utilize toraise additional resources to fund the additional expenditures arising from the supplementary
budget' Indeed, the government has increased budget for interest payment by Ksh 2.5 billion.Domestic bonowing by government witl have reper.usriorrs on the economy including crowding
out private sector investments due to ensuing rise in interest rates.

B. Other Emerging Issues
1' use of A-in-A at the source:- Members may recall that parliament had directed mostAppropriations-in-Aid be converted to revenues to avoid leakages. The euarterlyEconomic and Budgetary Review (QEBR) for the second quarter of the year indicated

that Ministry of Immigration had spent Ksh 3,452 million though had been issued with
exchequer totaling Ksh 273 million. This is an indication that there is a probability that
the recommended change of the appropriations in aid that was being collected by this
Ministry into revenue may not have been effected. The supplementary Estimates has not
regularized this as well' Thus there need for clarifications to be sought on these issues.2' withdrawals in cFS: A review of statement of Actual Net Exchequer Releases as at
3 I st March , 2012 indicates that Salaries under CFS have exceeded annual budget by Ksh
11'4 billion (exchequer issues totaled Ksh i4,519,060,000 as at 30m March, zolz).ln the
revised estimates, the Minister has enhanced the CFS-Salaries by Ksh. zgg.l million
only.

3' Low Absorption of Development Funds: As Members noted earlier, agencies exhibit
low absorption of development funds as compared to recurrent votes. It is important to
note that low absorption of development funds results to non-implementation of projects
and programs and is also costly in terms of holding funds that the government has
borrowed and aheady paying interest for.
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Members raised concem over whether the variations in expenditure are within 10% as required
in article 223(5). There was a debate on whether the 10% applies to overall expenditure or
expenditure per head. It was felt that the spirit of the article was to enforce fiscal discipline and
10% is a yardstick which members should stick to. PBo informed members that in terms of
overall variance, recurrent expenditure was to increase by about 5% whereas development
expenditure was to reduce by about 6% therefore overall variations were within i0%. pBO was
directed to flag those variations per head that are in excess of r0%. Members agreed that there
was nbed to get legal interpretation on the article.

Members expressed concem over re-allocation of funds from development expenditure to
recurrent expendifure.

Members felt there was need for further clarity on the additional funds going to the Ministry of
Funds in terms of what it was actually going to fund.

Members also felt that some additional funds required did not realiy constitute unforeseeable
expenditule' A case in point is the request by the Ministry of Agriculture for additional funds;
1.9 billion for purchase of fertilizer and.1.7 billion for fertilizer subsidy.

PBO was requested to establish the pattem of supplementary estimates over the past financial
years.

Members expressed concem over the commitment of govemment to poverty reduction and
employment creation given that there were reductions in the estimates particularly on inigation
and energy.

As a way forward on processing the BPS, the PBO was directed to write a letter to the Director
of Committee Services giving the timetable for unpacking the BpS. Members were urged to
come for the briefing on the BpS on Friday, 20ft April 2012.

MIN. 33 l20l2z Adj ournment

,i .J

e..l
l_ ,,

There being no other
on Friday, April20,2

CHAIRMAN

business, the meeting was adjourned at 1.45 pm. Next meeting will be held
012.
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