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l'relir ce

Mr. Speaker, on behalf of the Mernbers olthe Liaison Cornmiltee and pursuant to section 25(7)
of the Public Finance Management Act, it is my pleasure to present to this House the Commit
tee's repoft on the Budget Policy Statement (BPS), 2016 and Medium l-erm Debt Management
Strategy 20 1 6

Mandate of the Cornnrittee

Mr. Speaker, during the sitting of the House held on Tuesday, I 6tr' Fcbruary, 20 I 6, you directed
that in the interim period when the Budget and Appropriations committee is not constituted and
since the consideration of the BPS,20l6is time bound, that all ftrnctions, for the time being per-
formed by the Budget and Appropriations Committee would be taken over by the Liaison Com-
mittee of the House.

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

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

ii. Discuss and review the estimates and make recornmendations to the House;
iii. Examine the budget policy statement presented to the House;
iv. Examine bills related to the national budget, including appropriations bills:
v. Evaluate tax estimates, economic and budgetary policies and programmerswith direct

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

Mr, Speaker, the I-iaison Committee as currently constituted comprises of the following Ho-
norable Members:

I . Hon. (Dr.) Joyce Laboso, M.P. - (Dcputy Speaker /Chairpe rson)
2. Hon. Moses Cheboi, M.P. - (Vice Chairperson)
3. Hon Mustafa Idd, MP
4. Hon. Adan Mohamed Nooru, MP
5. Hon. Aden Keynan, MP
6. Hon. Alex Mwiiu, MP
7. Hon. Amina Abdalla, MP
8. Hon. Asman Kamama, MP
9. Hon. Benjamin Langat, MP
10. Hon. David Were, MP
I 1. Hon. Dr. Rachel Nyamai, MP
12. Hon. Florence Kajuju, MP
13. Hon. Jamleck Kamau, MP
14. Hon. Janet Nangabo Wanyama, MP
I 5. Hon. Johnson Sakaja, MP
16. Hon. Maina Kamanda, MP
17. Hon. Moses Lessonet, MP
18. Hon. Ndungu Gethenji, MP
19. Hon. Nicolas Gumbo, MP

I.iaison Committee I{eport on the Budget Policy Statement and the Debt Management Stlategy l



20. Hon. Njoroge Baiya. MP
21. Hon. Roselinda Soipan, MP
22. Hon. Sabina Chege, MP
23. Hon. Sarnuel Chepkong'a, MP
24. Hon. William Cheptumo, MP

Mr. Speaker,
The Medium Term Budget Polioy Statement (BPS), 2016, and the Medium Term Debt
Management Strategy were submitted to Parliament by National Treasury on l5th February,
20l6.Subsequently the BPS was committed to e ach Depadmental Conrmittee for deliberation
upon according to their respective mandates and make recommendations to the Liaison
Committee.

Mr. Speaker,
In line with sections, 25(8) ofthe PFM Act and PFM regulation 2?(4), once the House approves
the report on 2016 Budget Policy Statement, the ceilings approved shall serve as a basis of ex-
penditure ceilings fol the coming financial yealand the medium term. More importantly, pFM
regulations 27(5), spells ou1 that once the House adopts the report, the ceiling for development
expenditure and personal emoluments of the national government shatt be binding for the next
two years.

Acknowledgcntents

Mr. Speaker,
The Committee thanks the Offices ol the Speaker and Clerk of the National Assembly lor the
suppoft extended to the Committee in the execution of its mandate. The Committee takes this
opportunity to thank the Commission on Revenue Allocation and the Cabinct Secretary in
charge of National Treasury for their contribution during committee deliberations clarified on
some olthe pettinent issues in the BPS 2016. The Chairperson of the Committee also takes this
opportunity to thank all Members of tlre Commitlee for their patience, unwavering sacrifice and
commitment to public service, which enabled the Committee complete this important task within
the stipulated time. Further, the Committee acknowledges the tectulical input of the staff from
Parliamentary Budget Office wl.rich was invaluable in the consideration of BPS,20l6.

Mr. speaker, it is now my pleasant duty and privilege, on behalf of the Liaison committee, to
present to the National Assembly thc I{eporl of the Committee on Budget Policy Statement
20 l6and Medium 'l'ermDebt Stra ,2016

Signcd

Hon. (l)r.) Joycc Laboso, M.l'.
Chairpcrson, Liaison Committce

D"tu, ................3.
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I. INTRODI]CTION

il. RECENT ECONOMIC DEVI,LOPMENTS AND POLICY OUTLOOK

a)

b)

Mr. Speaker,as honorable membet's areaware the BPS is underpirured by Public Finance

Managen-rent Act,ZOl2 and PFM regulations 2015. The comnittee was able to establish

that tlie stateprent largely adhered to the provisiol-ts of the law. However, the committee

observes that there were some provisions of the law that were not adhered to. lrr

particular, the lack ol adherence to tlscal lesponsibility principles as set out in secLion I5

ofPFM Act and section 26(l) ofPFM regulation. For example; the BPS failed to factor

in compensation of employees tlom state owned Ente|prises as required under PFM

Regulaiions 26(l) (a). Seco,dly, there was no information provided relating to the Ievel

of 6udgetary expenditures by economic and fiurctio,al classificatiorrs (PFM Regulations

ze (l) (a) (ii)).

Finally, Mr. spea kcr,although the BPS provides infot'nration on thc sectol working

group; as required unde. seition 25(2) of PFM Act and section 6(4) of the PFM

ieguiation, the cornmittee found limited information Iegarding the extent to which public

views were factored in the BPS.

I

2

Real Economic Growth
3) According to the BPS 2016, the ecor]omy is projected to grow at 5.6%o in2015,6.0Y. in

2016 and 6.5%o inthe neclium term. In terms of Financial Years, the growth is estirTated

to be 5.5% ir.t 2014/15, 5.8%o in 2015116 and 6.10/o in 2016/1'7. This glowtl-r is prernised

on incr.eased production in agriculture on account of favolable weather, completion of

infrastructure projects, r.ecoviry of the Tourism sector, enhanced private consumption,

investor confidence and deepening ollhe regional integralion'

4) The committee is concet.ned that due to recent and external economy these growth

pfojections tlre revenue projections may be unrealistic. Mr. Speaker, this often leads to

revising expenditure and increasing debt.

Inflation
5) The BI)S 2016 states that the average annual inflation was 6.8 percent in January 2016

compared to 6.7Yo in January 201 5 ar-rd therefore has been within the Goverrunent's target

of pius or minus 5 percent. I{owever, on a month on month basis, the inflatiorr in

December 2015 and January 2016 surpassed the Govetnmenl's talget to stand al 8.01o/o

atd7.78 7o respectively. The Government projects inflatiorr to remain within the targel' in

20 16 and the rnedium term. Neveltheless, it is impo(ant to rlote that the expenditure

pressures ancl high impoft bill arising from the forthcoming general election tnay resuh to

irigher inflation.ln adiition, the preticted lower than normal rain in many parts ol'the

country in 2016 nray lead to additional inflationaty pl'essures'

6) To this cnd, Mr. Spcaker, thc committee notes that food and non-alcol.rolic beverages

category continues io be a majorcomponent of contributot' to inflation, thtts to reduce

inflalionpressure there is need to regulate the incidental costs of flood production, to make

food more affordable especially in the urban areas'

-
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c)

d)

c) Public Dcbt

Interest rates
7) Mr. Speaker, the Monerary policy Stance by the central Bank, as measured by rhe

central Bank Rate has remainecl constant since July 2015. -lhis can bc cxplained by the
low levels of inflation which have been expericnced ovet the same perioi. In contrast,
Mr. speaker, the committee is concerned that despite the near constant tevel of the
central Bank Rate, the average lending rate has averaged 16.l percent over tr.re period
January, 2015 to January 2016. The high le,cring rates imply that the banki.g indrsrry
has no1 been able to resp.ond to monetary poricy signals. rndeed, interest ru"te spread
between the average lending and deposit rates rernained constant at 9.2 percent since
2014.

Exchangc rate and foreign rescrvcs
8) In 2015, the exchange rate depreciated against rnajol internatiolal currencies but has

since stabilize. However', the committee observes a real risk of the shilling declining
further due to high imports and non pe.forming export sectol.. Hon. Members, it is
important to note that, a. irnproved performance oi the Kenya's exports a,d a fu
recovery of the toutisrn sector are likely to result in sustainable levels of foreign
exchange .eserves that wilr boost the country's confidence in tackring exchange rate
sl-rocks.

9) Mr' speaker,the medium public debt is projected to srand at 44.6yo oi GDp in 2016/17,
45.90/o of GDP in 2017/lg and decrease to 45.40A of GDp in 20lg/lg. consisrenl withd:bllo GDP ratio, the primary budget barance is expected to slow down lio,r 5 fercentof GDP in 2015/16 to 1.5 percent in 20lg/19. lt's wtrth mentioning that public aebt has
been on a rising trerd, as a proportion of GDp, public debt haslisen irom 43.1% in
2010/1 1 to 44.9%o in 2014/ I 5.

l0)Mr. Speaker, fiscal Itisks associated with weather lelaled risks, untlerperfornianoe of
revenue collection coupled with weak cash management systems at county level will leadto continued expansionary fiscal policy. This will increase financing ,ceds of the
govenxnent whictr will drive up donrestic debt ser.ving costs.

ll)Mr. Speaker, given that nearly 60 percent ofKenya's external debt is dollar denominated,
fu.thel depreciation of the shilling against the dollar., may increase the external debt
se.vice burden. This may be Iikely since the cul.rent of the shilling has been from
accumulation of external debt and this is unsustainable since the clebt riill be paid in the
near future.

l2)Realization of contingenl liabilities associated with explicit lending or implicit gr-rar.antees
to state- owned entelprises and county govel'nments would lead to increased d-ebt stocks
and servicing costs.

Liaiso, committee Repoft on the Budget poricy statement ar.,a ttr"SJt tutr*g"rn. "gy 2



rI. 
flH^:ffiriskfy ourl-ooK AND rHE 2016/17AND MEDTUM rERM FrscAr.

l3)Mr. Speaker, accordi
rapid and ir"i;;;;';"8 

to BPs 2016, the Medium.Tcrm.Fiscat policy aims ar supporlinS
time supporring ,r. o.o"!'''t Srowth' ensu.ing sustairtable deb, p";il;';#ui ,n" ,un.,"
sp", r."II ir,i,'ir,"; ;:",:ffit il:fff fl:l".;HTnt 

ro. "rr."ii,liffi o .1.1i,.",,..

:H'ilIf, :l#,u"ff l :' "''f 
G DP i 

" 
;6 i;) i il';:'il:lJ;, lft'|;',}'i;lT, l;:il i#

termi rhe l;tlr L-p."iilil:i::1f:ji::,;:$i;*i::,n ,r 
"*p"na-i"*,"";;;il nrediun:

percent of GDp in 2018/ls;ru. *iir-,iiir,,"ifij#,fi:,"[:irr:?3f,,fj:l,ltr;?grants, from 6.8 ocrcenr :l gDp i" zo'i'i)'fi",1",0.., 0....n, of GDp in 2018/r9. Thedecline in rhe overa' fiscar barance ov;;;;.;ir;r,e'm_ wi, arow for rotar public debt[';i]il,] decrirre fi.onr ++.c percent oi.b-rir,,lL,r^a ro abour 45.4 percent of GDp

a) Revenue projcction

l4)Mr. Speaker, For.the lty 2Ol6/17,the government,s tarser,.evph,ia ^^r^^.:_!" 5t!.. 1.5 triliion 1zo.o p..c"ni ;ia;:,"';;:'fl:rt-'i'q"-t revenuc coliection amounrrns
in zorsrri. rn.,;:ilil percenr otcDp) from Kshs 

,r 
lo r,.irrion iii.'i ,.r*#,,linool

I,,',e"','#"i:TIX#]:".i3, jilitrryi[;:!'i"Hili[TIl;X"'i#i;?il
compared r,, Kshs l r;.;,fiiiff,?1 J,#lli, jl %rrij,,i:,r51 ;1, lru:"tll:ffifJl"1ff:i"il:,".: tn' "'"n* "otl;;;;; :.',. r,Tortion or GDp indicates azowri,,^)*;;;',;:,;"J,il1",l;: j:;,fiff ,:l#:,i,,fi6![*m.t jilf l:fiiffff ro sr.ow from 2.2 p"r".n, oiCor,.r,liiir^u. to 2.5 per.cenr of GDp i,

15)Mr. Speakcr, furthern
performanccs in nr"rin,,no't 

a review o1' approvetl budgers against actual l.evenue
ir," n,=, r,uli'p";l#;:: i:l';;l|)i:':ijfJ:illric.overestlnratio; ;i;J;;. ar,.uay,
p^ercent rhe irnderperformance has a negarivc ,.nru.1"n" 

has underperformed by I 1.52
revenue taryets sholta th"r.ro." u" .*i"-riJj;, ; i#i :l 

expcnditut'e pcr{ormance. The

b) Expcndilurc rrr.jcction 

rvvruwc(r ror a reallsttc projection to be give.'

16) Mr. Spcaker, the total e
za.: pi*.",'jiA;;:i#TTltYl'"..'id ner lending is projected ar Ksrrs. 2.05 trirrion or
conr.acrion in expendituJ] 

ared to Kshs' 2 t'iJlion (3 I percent or cop) in zorilil. rn.
deveroprnenr ei;ffi;;.: Tr: iJlj"[:T;l,oj:":',,:,,nessed in uo,r, .""u,,.n,una

siii{fii,ff":,'fi J,:fl ?tf :il##i1f,:x'*H::jir:,,ii j'i{:rii5'a;,i:
percenr orcDp) comparecr'ro rc,l,,.iili;';iri,,S,,,i{, ff::l,lffijr;?f ;rbrrion 

(r.r

Liaison Cornmitiee Report on the Budget Policy Statement and tlrc Debt Management Str.ategy 3



l7)Mr. Spcaker, ministerial recuucnt is set to redttcc' Y\'f l:;::":1iT$tji;;|i|;;it
Fund Services (CFS) expenditures is set to increase tt:H.'"ffi::"f*,'"ip""i'"t' 

U*t.,

:"i:,[:'',r*:li"l;l[li-3?l{"r.Jill'tiil1's';";l*":rur**nx
ir*'ior"ili,t"; tund is set to be maintained at 0 l 1

l8)Mr. Speaker, the emphasis to contain growth of expenditures' by the government' is

laudable since this i, ,nj'nrri ,i,""-i" i"""", years-,that expenditures are contractlng

Ilowever, there is "" "'"j'' 
i"ji"'iion or *netr'"' ti'"t" i''u shift of resources from

recurrent to d"'"lop*"nt":i;;iil;;ti""t uott' u'"'i"i to 
'"du"t 

in 2016/17' Indeed'

the reduction or a""rop'ilit"";;;;;;" ";:^'];",.'*H1,'TX:'':":1''ff'""t"'T;
H";;;"; find aliernative sources ol lrnan(

develoPment needs'

.!' Deficit Financing ic <pr r() rcducc from Kshs 569'2 billion (8 8

;;ril^T:ilil;'. fi'Zur a"r'"it including srants'is'set':"';";;;';icppt in 2016/lT This
"';;#;bDP) in 2015/16 to Kshs 4e5 5 billion tl;l;"i"#. rri irz.z billion (4'1

|;j.**iiii!!:U,*tl:i#]Trrr,r,1#*ir:$*r"*ri*r,ul
financing amountlng I('J,niuiiit t" rsh 181 8 hillion (2 5 percent ol GDP)'

20) M r. SpcakcI"h".g:lTrrd::l'l:i:?til,9:X';":;;i ;5#'ilJ?!i{i[li is;"*-'i'nun"'ing 
'"du"? "oI'rr.r,i. fi,ancing will retluce rt.,* is p"""nt of GDP in 2016/17

2018/19. Likcwise' clot'

Io i.O i".""n' of GDI' in 2018/19'

2l)Mr. Spcakcr' the comnittee is concerned' on the realism of dcficit envisioned in the

BPS. Amid "ont'o"ttl' 
""'"-"nu*''-u"t'i*ing tt't"' 

^iliui a"n"it target set undel the

convergence "'itt'iu 
*hin i-e'U*irr p'oor"tv aiii'Juitih" dc'clopment needs will

continue 
'o 

p" p'""uJ:"ti;';;;";;ffitnt t*p"nai*t"' *hich mav additional financing

tcII11

via bolrowtng.

IV. MEDIUM TERM DBBT MANAGtrMITNT STRATEGY

a) lntroduction

22) Mr. Speaker, the 2016 Medium Term 
-Debt 'ManaBement 

Strategy (MTDS) was

submitted to pottiu'tlt l,-.''!ti'i"i"'o' ^20i6 
il;';in'p'""tuunt to section'33 (1) of

the pubric F inancc rH;'#;;,1;i,' zo r i .g;i #::1:L::',,?"Fltil,^1""!l'iiJ;

i:l "}lll;Til'i :",i;.!Hl lHi:H [:ll :'J$:t';l #'; J ;;;rr "*r :]' l :l: 
m ed iu,

term. ]t should 0,",,;l;.;;ion.nn .r''".o.or ,to"i.niJ"bt as at the date ol.submissionl

the sources of loans ;;;;;;; N"'ional Goven't'ieni; tt'" nut'tt o[ gLrarantees given by

tlre National co,.,n*lii it,. p,in"ipnr risks associatetl with tlrese loans and guarantees;

[-iaison Conlrittec Ilepotl tln thc lluclget I'olicY Statc nrcnt and thc l)ebiMo"og.*.,,t StrategY 4



the assumptions underlying the debt management strategy and an

sustainability ofthe amount ofdebt, both actual and potential.
analysis ol the

23)Mr. Speaker, Section 50(2) of the PFM Act 2012, gives Parliament the authority to set

the limit or ceiling of National Govemment borrowing. ln2014, Parliament approved an

increase in the ceiling for external debt from USD l4 Billion (Kshs. 1.2 Trillion) to IJSD

28 Billion (Kshs. 2.5 Tritlion). As of end of December 201 5, the extemal public dcbt

stock was USD 15.79 Billion (Kshs. 1.615 Trillion) I, therefore the gap between the

approved debt ceiling and the curent uptake of external debt stands at Kshs. 885 Billion.

b) Linking IIPS 2016 and MTDS 2016

24)One of the r.equilements in the PFM Act is that the Mediurn Term Strategy should be

atigned to the broad strategic priorities and policy goals set ottt in the Budget Policy

statement. The MTDS must be anchored on sound and realistic macroeconomic

assumptions taking into account historical and pro.jected performance of the country. ln
tl-ris regard, the debt stl'ategy must be tinked to tlre medium tetm macroeconomic
objectives of the country so as to ensure stability of tl.re economy as whole. The 2016

BPS and 2016 MTDS highlight the objectives as eoonornic growth rates of 5.8 % in FY
2015116,6.1 Y, inFY 2016/17 and 6.3 Yo in FY 2017118. The international reserves are

projected at 4.8 months of import cover in FY 2015/16, 5.1 in FY 2016117 and 5.3 in FY
2Ol7 /18.Inflation rate is expected ro remain within the target of 5 pefcent t 2.5. Indeed,

there are some inconsistencies in the projections of both the prinrary balance and the

overall fiscal balance given in the two documents. The projections in the 20'16 MTDS are

higher than those given in the BPS 2016.

25)The following are some key areas linking the BPS and the M'|DS: -

a) Primary Deficit

26)The primar.y deficit has been a key driver of the 8.8 % oIGDP buildup of public debt in

Fy 2}14ll5 and FY 20i5l16. The primary deficit is projected at. 5.1yo of GDP for FY

2015116 compared to 5.5 yo in FY 2014/15 and expected to decline to 3.9% in FY

2016117 and 3.0%o in FY 2017l18. The dectine is on account of mobilization ofadditional
revenue and commitments to contain current spending. The primary deficit is as a resuh

of Government expenditures being in exccss of the revenue collections and therefore as

the BPS sets ceilings on the expenditures of various pl'ogrammes, it is irnportant to show

other than interest payment and prirrcipal rcpayrrent, the capital projects being financed

through additional borrowing. This will ensure that accumulation ofnew debt does not go

towards the financing of reculrent expenditures but rather towards the financing of
development pr.ojects that conhibute to accumulation ofreal capital stock fol the country

and accelerate economic growth.

b) Debt Strategy

2?)Thc 2016 MTDS scrutinizes four altemative debt management strategies and arrives at a

strategy that comprise of the following: 60% cxternal borrowing and 40 %o domestic

toEBR 
February 2016 Edilion: An exchange rate of Ksh/USD= 102.31 1 as of end December 2015

l,iaison Committee Repolt on the Budget Policy Statemcnt arrd the Debt Managemellt Strategy 5



bon'owing to finance the National Government budger. Thc external borrowing u,ill
comprise 247o concessiorral loans, 247o semi-concessional Ioans and l27o commercial
loans. The donrestic borrowing will be tilted more towards issuing 'lreasury Bonds which
are longer term.

28)Mr, Spcakcr, therc is a significant shift in 2016 debt strategy as ir is pro-external
bon'owing compared to the strategy selected in the 2015 MTDS, which was more
inclined to dorrestic borrowing at 55% while extemal borrowing was 45%o. Mr. Speaker,
the committee notes that this shift in debt strategy exposes the eoonomy to refinancing
risks as a result of the fbllowing: - Kenya's upgrade to a lower rniddle income country
wl.rich makes it harder for her to access concessional loans while the increase in United
States interest rates; slowdown in China's economy; collapse in oit and other commodity
plices are all likely to affect the international financial market.

29)Mr, Spcakcr, a review of the previous debt strategies in various issues of the MTDS
show that there have been variations between the strategy chosen in the MTDS and the
actual financing strategy implemented in the Budget. The only exception is in F-y
2011/12 where there was no deviation.

c) Dcbt Sustaina l;ility

30)Public debt is projected to grow from 44.9%;o in FY 2014/15 to 46.50/o of GDp in Fy
2015/16 and decrease Lo 44.6yo of GDP in Fy 2016/11 but increase to 45.9%o of GDp in
2017/18. Mr. Speaker, in the worst case scenario, one of the indicators of debt
sustainability is Debt-service as a percentage of Revenue standing at 2goA against a
threshold of 30%o, as of 2015. This is paticularly worrying as it may indicate that
Govelnment has to l'ollover debt if thele is no significant improvement in revenue
collection.

3l)Mr. Speaker, the latest debt sustainability analysis (DSA) reporr for Kenya notes Kenya's
debt is sustainable. The DSA compares debt burden indicators to indicative thresholds
over 20 -year projection period. However, the repott cautions that sustainability could
deteriorate if a significantly Iower than anticipated growth materializes. In particular, this
could be triggered by a repeated and more severe drought; a protracted slowdown in
growth for major trading partners, in particular. the lluro area; continued decline i1
commodity prices; reduced remittance and FDI inflows; and an increase in global lbod
and fuel prices.

d) Bmcrging Conccrns
32) Mr. Spcakcr, the Cornmittce notes the following conccrns:

The BPS 2016 and MTDS 20 16 ovellook the importance of listing the pr.ojects
both on-going and earmarked projects by sector to be implemented using pro-
jected debt resources in the medium term. Fufther, the MTDS should include a dc-
tailed debt servicing information that comprises which projects the country is pay-
ing lor and the status of their implementation and, feasible altematives for financ-
ing huge infrastructure projects to reduce demand fbr debt. Doing this will in-
ctease transparency and accountability, cnsurc that the accumulation of nrore pub-
lic debt is demand-driven and nor largely fbr recurrent expenditures.

I-iaison cornnritlee lleport r.>n the Budget Policy Statement and tlre Debt Managenrent straregy 6



It, One of the underlying assumptions to debt sustainability is an exchange rate de-

I ll.

lv,

vI.

preciation of 5% in 2016 and the nrediurn term. A large portion ol extemal bor-

rowing is transacred in tlsl) and if the Kenyan Shilling depreciates like it did in
2015 to a high of Ksh,/USD= 105.28, then the assumption of a 5%o will not hotd

and may therefore be unrealistic.
A proportion of the external borrowing will be on commercial terms and thcse

have a characteristic of a shortef maturity period and high interest rates. The Gov-

ernment must consider. taking a conservative approach for this kind of borrowing

and adher.e to appropr.iate timing when going on the capital market to raise financ-

ing in older to caution it frorn high refinancir.rg risks.

Thl country expects to have latge refinancing needs in the year 2018/19 of
US$ I .3 and 2023/24 amourting to approximately I.jS$2.5 million due to repay-

ment of the international Borrds. The Govemment will be required to raise funds

equivalenl to the amount of loans falling due. There is therelore need to create

udaquut" foreign reserves which act as a buffer to caution on any external shocks

in oider to meet these constitutional obligations. In addition, Kenya's public do-

mestic debt is susceptible to high refinancing risk particularly in 2015116 as 35%o

of the domestic debt arnounting to US$ 4.9 million falls due.

Kenya's credit lisk profile was downgraded lrom a B+ early 2015 to a B- in Ju-

lylOitober 2015 due to worsening public finances, mounting public debt stock and

increasing external vulnerability. The down grade has potential negative implica-

tion on eiternal borrowing lrom the international capital market to either refin-

ance the existing debt or finance the implementation ofnew development projects.

The Governrnent's outstanding guarauteed debt to state owned entetprises stands

at I(shs. 44 Billion. The Realization of coutingent liabilities associated with expli-

cit lending or intplicit guarantees to state- owned enterprises ard county govern-

ments would lead to incleased debt stocks and servicing costs'

V. SECTORAL PRIORITIES

33) Mr. Speakcr, the BPS 201 6 is anchored on a five pillar transformation program that

began three years ago as indicated in BPS 2015 and BPS 2014. However, the BPS 2016

hai slightly ievisedlhe contents of these five pillars making it hard to track the plogress

of some of the policies.

PILLARI:SUSTAININGCONDUCIVEBUSINESSENVIIIoNMENTFoR
INVESTMENT OPPORTUNITIES

34)Mr. Speaker, the government tal'gets to invest in security infrastructure such as housing,
- 
officei, and securiiy installations among othets. It also plans to continue with the police

welfare improvement tlx.ough comprehensive medical cover and building capacity of

security agencies in key seculity functions ranging from field operations, investigation,

and enforcement.

35)Mr. Speaker, the committee's concerns with regard to these proposals lies in the fact that

though previous Budget Policy Statenlents highlighted the construction for police
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housing units as a key target. 1'he BPS 2014 and BpS 2015 indicated the govemrnent's
promised to construct 15,000 housing units over the rnediurn terrn tbr National Police
Service, Kenya Defense Forces and Prisons. However, the govemnrent is yer to present a
status ofthese projects. rn2013/2014, the governrnent only rranaged 700 houses.

36)In the House resolutions of the IIPS 2015, it was resolved that the leasing of moror
vehicles by the police be domiciled r-urder the state Depaftment of Interior. Similar
featment should also be accorded to the housing project. It seems as if this
recommendation has completely been overlooked. This has in the process slowecl down
the completion of the project, thereby alfecting the working environment of the
uniformed officers. Moreover, there is no status repon on the leasing of vehicles tbr the
police in the 20l4ll5 Financial Yea. had been provided and the Government had only
provided 340 vehicles out of the 2700 promised during rhe period.

37) Mr. speaker, Although the Budget policy Statement indicates one of the key
acllievements in the security sector as being the establishment of a forensic laborarory.
The committee established that the tacility was only 65,'/o complete. The committee
further established that no l'unds had been allocated lbr the pioject in the 2016/17
Financial Year. The National Treasury needs to allocate Kshs. 500 rnillion to facilitate
the colnpletion of the project.The corrmittee was informed that the police medical cover
scheme as at December 2015 had not been operationalized.

38) with regald to Government Printing Services, the Government has envisaged to
modernize its operations by replacing obsolete machinery. The committee lirrtller
obsewed that the government would save funds by printing all government documens,
including passporrs ar the facility. Thele is need for the National rreasury to make
budgetary provision for the modernization of the Gove.nment printing servicei.

39)No budgetary provision had made in the resource allocation for the State Depar.tment of
Interior to facilitate the opelations of the National Police Reservists as provided for under
tlre National Police Service (Amendment) Act,2014. To this end, the National -freasurv

needs to allocate funds to facilitate operations ofthe National police I{eservists.

40)The Correctional Serviees programme falling under State Department ol Coordination of
National Government (now State Depal'tment of Correctional Services), faccs fqnding
challenges due to unforcseen rise ir.r the number. of prison inmates.

PILLAIT II: CONf'INUED INVIiSI'MI,NT IN
CONS'I'I{AINTS TO GROWTH

INFITASTRUCTURI' TO UNLOCK

.1. Further expanding thc road network
4l) Mr. Spcaker, the BPS 2016 recognizes that good road nerwork enhances r.rade,

commerce, agricultural productivity as well as boosting regional trade. 1'he strategy
therefore, is to develop an effeotive, efficient and securc road network througl.)
construction ol 3,800 knr of low volume seal roads in the r.ural areas, continued
expansion of major roads in urban centers and plioritization ol consLruction of llast
Africa link loads. Furlher, it aints at creating an independent body to audit apd certily
oonstruction and maintenance oI'r'oads beginning with the National l{oad Networ.k. l'he
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Committee is howevel concerned that there are a large number of ongoing and

unconrpleted projects in the sector that require substantial atnount ol lunds.

Mr. Speaker, other key inl'rastructurc projects are detailcd as follows:

a. Rail Transport - 2016 BPS indicates that the Mornbasa-Nairobi (Standard Gauge

Railway) SGR is over 60 percent complete and set to be completed by mid-2017

and that the government is ourrently in the process of secut'ing funding tbr an

extension from Nairobi-Naivasha. The BPS also highlighted the plan to upgrade

and modernize the urban colnmutel' nrass transit systenl through Public Private

Partnership (PPP). In addition, the Southern Sudan-Ethiopia Transport

(LAPSSET), frotn Lamu to the oil exploration locations through Public Private

Partnership (PPP) will be given a priority.

b. Modernization of thc Port: the BPS 2016 strategy rides on the progress made in

modernization of the Port of Mombasa including the expansion of the tetminals

and cargo aleas; the neal completion ofthe second container terminal (expected in

early 2016); and the integration of the single window systen'I. Further, the

government plans to further dredge the port and improve the road networks in and

out of the port, while at the same time plioritizing the construction of a modern

pipeline under the Lamu Polt.

Airports: The BPS highlighted the progress made in expansion of Jomo Kenyatta

International Airpott (JKIA) and rehabilitation of ltve airstrips (Nanyuki, Ikanga,

Lodwar', Embu and Malindi). The JKIA Terminal lA is near completion and the

government aims to commission the new terminal lE while work is expected to

commence on the Second Runway with expected completion by end of 2018.

42)Mr. Spcaker, the Committee while apprcciating the Fact thal thc Govet'nmcnt is on

schedule on the SGR, there is a concern that othel large projects such as the JKIA, thc

LAPSSIIT projects, are experiencing delays in their completion.

.l Acccss to adequatc affordable and reliablc encrgy supply

43) Mr. Spe aker, the govel'nment targets to provide alfordable and cornpetitive electrical

energy through genelating additional 5,000 MW o1'power by end of 2017. So far', the

government has been able to inject additional 680 MW into the National Grid, since

2013.'t'he government is required to produce 4,385 MW by end ol20l7. Some of the key

projects targeted lor the medium term include 987 MW L,anru Coal Power Ploject; 300

MW J'urkana Wind Proiect; and 300 MW Kitui Coal I)roject.

c
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.i. Supporting Growth of Manufacturing for Employntcnt Creation
48) Mr. Spea ker,Government proposes to prioritize the establishmenr of industrial and

technology parks in Eldoret, Juja and raita-Taveta, to catalyze innovatiorr ancl value
addition. It also plans to establish green industr.ial parks under thc special Economic
Zones along the railway lines. Further, it plans to develop a framework for applied
technology and anisan training to improve technical skills.

49)The Committee observed that there is insufficieur value addition
per{ormance of Kenyan products in inter.national rnarkets thereby
unfavorable balance of tr.ade. The Committee lur.tlier obser.ved that
challenges in acquisition of trade licenses and pelmits which should be addressed by
collaboration with other related institutions. Therc is room for improvement on the ease
oI doing business so as to accelelate industrialization; there should be incentives like tax
exemptions to attract investments in industr.ial proiccts and create ernployment.

44) Mt. Speaker, the Comnrittec is concelned at the pace of project execution in this sector..
For example, the strategy to increase power produclion by 5,000 MW by 2017 has
delayed and l4% cornpletion has been achicvcd so far within the tirst three years. 'fhe
Government should prioritize allocations towalds on-going programmes and projects.

PILLAIT III: STJSTAINED
CRI,ATION

SECTORAL SPDNDING FOR EMPLOYMENT

.1. Agricultural Transformation to sustain growth

45)Mr. speakcr, the Govemment plans to prioritize research and extension servioes, agro-
ecological zoning and re-organization of farmers into viable cluster groups for economies
of scale; establish Disease Free Zones facilities (Bachr.una, Kurawa, Mir.itini); finalize
procllrement of olfshore patrol vessel (OPV); conrplcte the fertilizer manufacturing plant
by september 20 l6; and increase the acreage in the Galana,/Kulalu Ranch Irrigation from
the pilot 10,000 acres to 100,000 acres.

46) Mr. Speaker,Ke,ya Vision 2030 requires rhal rhe Kenyan youth, who forms a huge
portion of the population, be aotively engaged in agriculture. This r.equires that
agriculture should be tnodernized to be attractive and profitable in or.der to attract the
Youth. On fisheries, the Fish Quality Laboratories that are currently uncler construction
will be completed in l2 months' time and will require technical staff to hc reclrited and
also the accleditation of the Laborarories to promote fish farming which will require
funding

47)Mr. spcaker, the BPS 2016 has indicated a number ol'strategies il intends to pursue tbr.
inrprovement of agriculture. Wjth the agricultural scctor being devolved, these str.ategies
may require strong intergovernmental framework geared towarcls strong involvement of
county Governmenls, However. the strategies developed seem to indicate rvhat the
national government intends to do but has no clear guidelines on how information is
disseminated to the county governments. The cornmittee recommends clear. collabor.ation
and coordination bctween the two levels of govermrent

that is stilling
contributing to
there alc still
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'i' Tourism, Sports, Culture and Arts
50)Mr. Speaker, the tour:isrn sector has beeir boostcd by withdrawal of travel advisories by

key tourist source countries. The BPS 2016 indicates thc govenrments focus will be on

improvement ol- security. toLu.ism promotion arnd marketillg and colltinued investtnent in

"on1"."n"" 
tourism facilities in Nairobi, Coast and Western Kenya'

5l)The committee obsel.ved thar paft of the reason why the tourism industry has deteriorated

in the recent past is due to insecurity, travel advisories, poaching, inadequate utilities and

infrastructure. The government has put in place measures to address insecufity and

poachingmenace.Ho*",",,thefundingforitnprovenrentoftourisrnfacilitiesand
infrastruiture is low. The committee noted that sorne of tourism developmetlt should be

undertaken under Public Private Paltnership (PPP)'

52)Mr. Speaker, on sports and aftS, the governmenl plans to construc! five stadia through

Public Private Partner.ship (PPP), review the spol'ts policy and legislation and create

awareness on anti-doping issues. Furthcr, it sets to roll out incentive packages to ensure

film and music flourishes in KenYa

PILLARIV:SUSTAINBDINVtr'STMIINTINSOCIAI,SERVICEST.ORTHB
WELFARE OF KENYANS

a) Hcalthcare
53) Mr. Speaker, th; 20i6 BPS proposes to scale up expenditure for- universal health

initiatives suclr as fi.ee materniiy service and fi'ee basic healthcare selvices;

modernization of equipment in g4 hospitals, 2 per county; reducing morbidity and

morlality rares from Malaria, HIViAItjS, TB a'd non-communicable diseases; and

recruittnent of trrore health workers.

54) Mr. Spcaker, the Committee furthel noles that the country is yet to achieve Abuia

Declaration for allocation of at least 15o/o of the total annual expenditure to health

programmes.GiverrthattheNationalGovernnrentceilingforhealthin20l6/]7.isKsh.
lS.iZUittion, which is merely about 3o/o of total expenditu.e, .then 

substantially more

r.esources will need to be allocated by counties to move towards this ambitious target'

55)The committee observed that donol funds tbr clitical public health. intervention such as

immurrizatiotr, reproductive health, TB clrr-tgs atrd anti-retroviral drugs, is steadily

declining. This therefore requiles both levels of government to increasingly set aside

resources for these critical health services'

56)The Co[rmittee further noted a delay in full irnplementation of key flagship projects such

as Managed Equipment service pioject where out of 98 health lacilities expected to

receive sf,ecialized equipment only 6 health facilities have so far Ieceived the equipment.

Similarly, Slum Upgiaiting lrLoject is behind schedule despite tl-re allocation o[ Kshs

I billion in 20l5l16-

I-iaison Committee l{epofl on t)ie l}udget Polioy Staterlrent and the Debt Mauagenrent Strategy 1 I



b) Quality and relevant Education lbr all Kenyans
58)Mr. spcaker, the education strategy in the BpS includes: the integration of IC'I'

curriculum in all levels ol'education and thc stlengthening of quality assurance; national
sl<ills survey witl.r aim of developing a national hurnan resour.ce developrnent plan;
aligning education and h'aining currioulum to meet the demands ol the labour. rnaiket;
and, revitalizing youth polytechnics.

59)Mr. Speaker, the BPS proposes a ceilir-rg of l(sh 342 billion ro tire education sector olrt
ol which Ksh 306 billion is lbr recut'rent experrrlitule while I(sh 35.5 billion is earmarked
fol developrnent expenditure. The allocation is projected to increase ovel.the medium to
Ksh. 376 billion and Ksh 393 billion in Z0l'7/tg and 2018/19, respectively.

60)Mr. Speaker, the Committee noles that the education sector is yet to fully complete all
the flagship projects under the Second Medium Term plan of the vision z0lo. Eor
example, Mitihani house has taken about 29yeals. Further, the cumulative pelding bill
for the Ministry of Education, Science and T'echnology and the Teachers Service
Commission amolrnts to Kshs 8.7 billion.

61)The committee is also concelned by low Exchequer. issues especially for developmenr
spending and the fact that most public universities continue to urlder i.eporr
Appropriations in Aid collected. These factors affect the absorption rate of funds ancl thus
hinder proper budget inrplememation.

c) Scaling up social safety nets
62)Mr. speaker, the government has several targets under social safety net pr.ograms, these

include; the tlaining and ernpowering of persons with disability tbr self-reliance,
providing education supporl to orphans and vulnerable clrildren (oVC), increasing thc
number of counties linked to the single registry lbr National safety Net programme from
l0 to 25, and setting up a national safety net compliant and grievance structur.e.

63) Furlherniore, this BPS proposes to incr-ease the number. of beneficiaries in the cash
transfer programs fi'orn 717,000 i't20r5/16 ro about 1.7 million, in 20lg/19. This will, in
effect, increase the covelage lbr households with older. persons fi-om 310,000 to 760,000;
the household with ovcs fiorn 360,000 to 810,000; and, persons with severe disabiliry
f|om 47,000 to 137,000.

il) Ilnrpowering Youth, Womcn and Pcrsons with Disability tbr
cmploymcnt crcation
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64) Mr. Speaker, the BPS 2016 indicates that in the financial year 201 6/17 about 21,870

youth will be trained bY NYS and another 150,000 through social transformation

plogram. Further, 300 cont munity youth SACCOs will be registered, 5,000 youth will be

lnentored on leadershiP and national values, and another 30,000 youth will be sensitized

on entrepreneurship skills. The government will also construct 40 youth polytechni cs and

disseminate Ksh 6 bi tlion through I IWF.7.O Fund to benefit Youth, Women and Persons

with Disabilities

PILLAR V: FUIITHIIII I'NTITDNCIIING DtrVOLUTION FOR BIiT'TIIR SBRVICII

I)ELIVERY

The Committee notes that over the last two years, it has been recommending for the

amalgamation of all this multiple funds to supporl women, Youth and Persons with

Disability so as to reduce duplioation of eiforts and administrative costs so as to increase

efficiency.
e) Environmental Conservation and making watcr accessible

65) Mr. Speaker, the BPS strategy is to prioritize implementation of programs under the

Growth Initiative. The government will also ensure that an Environmental Impact

Assessment is undertaken on all projects. To mitigate the impact of climate change there

is planned investment irr re-forestation, roll out water harvesting and storage in all public

inititutions, and in green energy. Fufther, government will target the construction and

rehabilitation of water pans, and investrnent in mini-dams and mid-size dams to store

water for household and agricultural use.

66)The BPS pfoposes to allocate Kshs 74.55 billion, Kshs. 83.9 billion and Kshs. 84.3

billion for the FY 2016/2017 , 2Ol'7 /2018 and 201812019 r'espectively. Out of the total

proposed allocarion for the FY 201612017, Kshs 19.53 billion is fot' recurt'ent expenditure

while Kshs 55.02 billion is Ior development expenditure'

67)Mr. Spcaker, the committee notes that that the Presidential 'Iask Force on parastatal
' 
reformi recommended colsolidation of the Kenya Water Towers Agency, the Kenya

Forest Service, the Kenya Wildlife Service to fonn one entity. Similarly, the transfel of

functions related to l{egional Developraent Authorities (RDAs), and water conselvation

and forestry to the county govemment needs to be completed expeditiously'

68) The Committee recommended that the country invests in utilization of thc exis(ing

bamboo resources in the country which are estimated to covel over 165,000 hectares.

69)Mr. Speakcr, as honorableuternbels at'e aware devolution has had positive effects on
- 
Kenyans with counties becoming the centres of economic activity.'l'he BPS 201 6 affirms

the need to support the devolved sfructures by incleasing their allocation of sharable

revenues and stiengthening accountability and fiscal discipline in use of resources. it
promises to put in place a strategy to enhance colnty l'evenue raising lneasures and

torrect duplication plr'rs distottion in local taxes and fees by;
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ll.

lll.

Implementing a tl'amework thar wilt establish Iirnits and guidelines fbr
borrowing by county governnlents consistent with the pFM Act.
putting in place a mechanism to monitor and ensure full compliancc to
contain fiscal risk and ensure debt sustainability
irnplementation of a strategy to enhance revenue management but counties
in order to stlengthen their revenue raising measures ancl corr.ect
duplication and distortion in local taxes and fees

70)Mr. Spcaker, other measures to improve the opemtions of the devolved systerl
include;(i) sensitization of public ollicers a.d general public on public audii ncr,
Procurement and Asset Disposal Act, and I,FM Regulations;(ii) prioritization of
disbursement to counties with the least fund balances at the CBK(iii) initiate development
over national tiamework legislation to support the enhancement of county o*n iour".
revenue in addition to a comprehensive review and harmonization of existing legislation
on county taxes, fees, and user charges and business licenses(iv)strengthen the linkage
between planning, budgeting and inrplementation at both levels of government in line
with appropriate development plans.

7l)Mr. Speaker, the Committee notes that this year marks the end of transition period int<r
the devolved system of governance.l-Iowever', the Bl)S fails to leport on the acliievemelLs
achieved so far and the challenges facing dcvolution. Thele is need and elin.rinate
duplication of functions by the Lwo levcls of Gover.nmenr.

VI. INTER-FISCAL Rtr,VENUI] ISSUIjS AND DIVISION OF REVENUE.20T6I17

a) Ovcrvicw

72)Mr. speaker, the actual fi'amework for shaling is stipulated in Article 201,202.216,217
and 2 I 8. Arlicle 216 establishes the commission on Revenue Allocation, whereas
Article 217 and 218 clearly sets out the basis of division of revenue among counties and
the arutual division and allocation bills.

73)Mr. Speakcr, the Conmittee observes that financing of counties has steadily increased
since the 201 3 and the nascent benefits of devolution can be seen on the economic and
developmental fi'ont. The revenue shale to counties has not only exceeded the minimum
l5% since 2013 but has risen impressively year-on-year according to the Annual Division
of Revenue Acts. Total t'evenue allocated to counties fi'om nationally raised revenue
(including conditional allocations) have risen fi'oni Kshs. 210 billion in2OI3/14 financial
year to Kshs. 226.'1 billion tn 2014115, and lurrher to Kshs. 297.044 billion in 2015/16. In
the latest revenue sharing cycle, the National govel'nment share rose irom Kshs.799.65
billion in 2014/15 to Kshs. 975.389 billion in zols/16. Thus, toral allocation ro counry
govefnnrents rose by 25.60/o, relative to Kshs.2l.9% growth in the revenue shar.c to the
national governlDent.
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74)There are several lessons to be learnt lrom devolution itself to resource sharing and use at

both levels ofgovernment. In particular, revenue sharing process has not been easy due to

competing interests, high expenditure demands, and transfer ol functions. Thcse

expenditure pressures at both levels of govemment are parlly responsible for rising debt

accumulation and shortfalls in cash releases to agencies as actual revenue collections fall
short of targets.

75) Mr. Speakr:r, the Committee notes that concerted prioritization of tesoul ces at county

Ievel within available resources and enhanced "own revenue" collection is essential to

reduce yearly demands lor increased equitable share of revenue and overall fiscal

pressures at the national level. As counties strengthcn own revenue capacities among

other factors, it will be possible for the governments to set some resou[ces at least for
every function in Schedulc 4.

b) Division of Rcvenuc bctween the National and County Governments

76)The Committee obselved that the BPS proposes to allocate a gross amount of
Kshs.302.l98 billion to counties for 2016ll'7 comprising of Kshs. 280.3 billion as

equitable revenue share and Kshs. 21.897 billion as conditional allocations. The equitable

share is derived by increasing the baseline amount (Kshs. 259.115 billion) by 7.9o4, the

assumed revenue growtlt on account of weak revenue performance.

77)The additional allocations (iucluding conditional allocations) in the BPS are seven, six of
which can be found in the Division of Revenue Act, 201 5 and one more to cater for
medical emergencies in Lamu and Tana River. Thlee conditional allocations namely

Level 5 Hospitals, Compensation of User Fees Forgone, and Leasing of Medical

Equipment are allocated the same amount as in the current Act. Thus, Level 5 hospitals
will receive Kshs.4 billion, Leasing of Medical Equipment, Kshs.4.5 billion and

compensation for user fees forgone, Kshs. 0.9 billion which are the same amounts

allocated through the 2015 Act.

78)The amount lor Frec Matcrnal Health is marginally leduced frorn Kshs.4.298 billion in

the Division of Revenue Act, 2015 to Kshs. 4.121 billion in the proposal fot 2016/17,

while the conditional allocation out of the Fuel Levy Fund rises by Ksh. I billion from

Kshs. 3.3 billion in the current Act to Kshs.4.307 billion as proposed in the BPS. The

proposed amounts for loans and grants declines from Kshs.l0.67l billion to I(shs. 3.87

bitlion. The BPS funher intloduces a new conditional allocation of Kshs. 200 million
krown as Special Purpose Medical Emergency lor two counties namely Lamu and Tana

River.

79) On other hand, Mr. Speaker, the CRA recommends that Kshs. 377.518 billion'
comprising of Kshs. 331.765 billion as cquitablc sharc and Kshs. 45.753 billion as

"nnditinr"l 
allocations, be transfemed to counties. cl{A grows baseline allocation of

equitabte share of rcvenue in the current financial year by a three-year revenue growth
15.09"/". Additional anlounts for County Roads ancl I'ublic Participation amounting
to Ksh. 27.79 billion and Kshs. 5 billion, respcctively, thlusts the proposed ecluitablc

tevenue shale arrroutrt accolding to CRA to Kslis. 33 I .765 billion.
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80)ln addition, five new categories of contlitional transfcrs are ir.rcluded in the
Commission's recommendation valucd at Kshs. 25.692 biltion. 'l hese include: Kshs.
5.196 billion lbr salaries for dcvolvcd staff letained by cour.rty governtnents; Kshs. 4
billion to build county hcad<;uarters in Lamu, Tliar-akaNithi, Nyandarua, Tana l{iver
and Isiolo; Kshs. 5 billion tbr rehabilitation of Secondary and prirnary schools; Kshs.
5.196 billion to be trarrsfert ed as corrditior.ral allocation to counties fol County
Emergency Funds; and, Kshs. 6.3 billion for rchabilitation of villagc polytechnics.

c) Committee Observations and Recommendations
8I)A careful look at the two approaches shows that comparatively, CRA's recommended

total allocation for 2016/17 will rise by 31.5o/o relative to the allocation in 2015/16
whereas the BPS allocation will rise by a mere 5.27o/o, relative to 2015/16 allocation to
counties. The difference between CRA's lecommendation for equitable share and that of
the BPS exceeds Kshs.5l billion. Equa)ly, CRA proposes to approximately double the
amount of conditional allocations that the draft BPS is ploposing. 'l'he conrrrittee raises
the following concel'ns:

Need to entrench fiscal prudence and austerity in the light ofweak domes-
tic revenue collections and deteriorating debt financing conditions. The
Committee in parlicular noted the flagrant spending on non-essential items
like non-essential travel, allowances. Equally, the Committee was con-
cerned about inflated expenditures and contracts and con.uption whiclr con-
tinue to bleed scarce resources. Owing to weak domestic revenue perfor-
mance and enrerging borrowing constraints, each level of governntent
should attempt to achieve same targeted services with minimal resources.

Need to base allocations on real revsnue gro\ th: l-hc Cornnriftee noted
variations in the revenue assumptions used to compute cquitable shares,
which partly explain the differences in the revenue sharing pr.oposals (CRA
15.09%o relative to BPS 7.9%). Reconciliation of these measures could help
bridge the differences.

ll

lr ).

lv.

Conditionnl Allocations should remain stable. Strong .justifications for
conditional allocations and pre-negotiations could hclp reduce the pr.olife-
ration of conditional allocations in the liglrt of the enabling (remedial) Ar-
ticle 187 of the constitution. Where conditional allocalions are negotiated
and given, a good fiamewolk for irnplementation and transfer of resources
need to be devised, including where necessary the transfer of functions be-
tween levels of government.

llevcnue Sharing (Horizontal) formula 2rmong county govcrnmcnts:
Thc Committee noted with concern that the current and proposed formula
lor sharing revenue antong counties was bjased towards counties with large
populalion and those with high poverty levels.'l-he tbrmula cannot captLlre
the unique but deplorablc nceds of urban slurl poor.. 't'his, approach, it was
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oDSCrVeo ls un lll(ely to acnreve ure prlmary goal 01 clcvolutron whlch rs to

reduce inequities in public goods and services given that some ofthe poor'-

est citizens dwell in urban slunrs. Thus, the ideal sharing formula should

'needs-based', where "needs" can be discerned through a Human Devel-
opment Index.

Revcnue allocations should also be informed by gross financing re-
sources available to each level of govet'nment. ln this regard, consideratiou
shor,rld be rnade with regard to "own county revenues" to infbrm the over-
all debate on revenLre share determinations (counties collected about I(sh.
33 billion in2014/15).

V1 Nced to boost some conditional allocations: The Committee noted that the amounts to

fr.ee maternal health and leasing of nedical equiprnent need to be enhanced given their

impact orr overall well-being of the population.

The need to formalize the revenue sharing framework as provided in the constitution: Ar-
licle 202 and 203 are the bedrock of revenue sharing between the two levels of govern-

lDent. However', as the Committee noted, the framework for determination of the revenue

allocation were far from adequate. For example, the Committee ploposed that the basis of
sharing in Article 203(l) be formalized through clear interpretation or legislation so as to

determine contentious issues such the meaning of "National Interesl". Similarly, the

framework for conditional and uncorrditional allocations should also be expounded so as

to make revenue sharing easier, Iess acrimonious, and stable.

vlt

VII. RECOMMENDAI'IONS ON THE BUDGET POLICY STATEMENT AND TIIB
MEDIUM TERM DIIBT STRATEGY PAPER

82) Mr.. Spcal<er, the Conrmittee exterlsively considered the Budget Policy statement and

the Medium Tenn Debt Manageurent Strategy. The Commiltee also sought the views of
the National Treasury and the Commission on Revenue Allocation. More impofiantly, the

Committee also leceived recommendations from the valious Depattmental Committees.

Aftet a car.eful considel.ation and importantly noting the huge budget constlaint as

reflected in the macro-flscal fi'arnework, the committee recommends the following

a) Vertical Sharing of Nationally llaised Revenues

I-laving considered the sr.rbmissions by the National Treasury, the CRA, Departmental
Committees, and other stakeholders, and given tl.re need to enhance fiscal austerity and

pr-oductivity of public l.esouroes, and to ensule that the overall llscal deficit and debt ac-

cumulation is within reasonable lirnits, the Committee recommends that the allocation be-

tween the two levels of goveinment be as follows:
1, That the National Government be allocated Ksh. l,099.902billion,

2. That counties be allocated gross amount ofKshs. 302.198. billion complising of:

a. Equitable Share allocation amounting to Kshs. 280.3 billion,

b. Conditional allocation for l-evel 5 hospitals, amounting to Ksh. 4 billion,

c. Cor-rditional allocation for Free Maternal l-lealth Care, Kshs. 4 121 billion,
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d. Conditional allocation for Compensation ofUser Fees Forgone, Ksh. 0.900
billion, and

e. Conditional allocation for Leasing of Medical Equipment, Ksh. 4.5bi ion.
3 That counties be allocated Ksh. 4.307 billion out ofthe Fuel Levy Fund for road

maintenance.

4. special purpose suppo(ing emergency medical services for Lamu and'l'ana River,
Kshs. 0.2 billion

5. 'fhat counties be allocated Kshs. 3.870 billion being amounls raised thror.rgh loans
and grants by the National Government for specific projects at the county level.

The total allocation to counties is equivalent to 32.2ok of rhe most recent auditecl revenue
approved by the National Assembly. This allocation is therefore r.ealistic given the ex-
pected revenue collection, expected economic gl'owth, and ongoing fiscal austerity poli-
cies being implemented by the government. The committee fuithel. recommends that tlie
veltical share forms the basis of the Division of Revenue Bill 2016 that will be intro-
duced in this I Iouse.

Further, the committee is concerned that conditional grants from the National Govern-
ment ale not linked with county budgets. To this end, the committee l.ecommends the
need to put in place an intetgoverru.nental fi'amework to ellectively deal with condilional
grants, more so the donol' funded plojects to ensure they ar.e well captured in the county
budgets.

That a proper framework for disbursernent ofthe equalization fund be expedited and fina-
lized in good time to allow the selected marginalized counties to benefit from this fund.
The committee further recommends that l(shs.6 Billion be allocatecl to this fund in
2016117 financial year ;

b) fi,xpcnditurc Ceilings

96' Mr. spcnkcr, the committee recommends that the ceilings for the three arms of
government be set as follows:

I . Narional Executive (MDAs)-Kshs. I ,451,646 million
2. Parliament- Kshs. 29,406 million olwhich

i. PSC Vore 2041- Kshs. 13,458 miltion
ii. National Assembly y or.e 2042- Kshs. I 5,94g mittion

3. Judiciary Vorel26t-Kshs. 17,309 million

Mr. Speal<cr, as you are aware the Government has been imprementi,g the Medium
Term Expenditure Framework (MTIIF) br-rdgeting for enhanced predictabiliry in resource
allocation and to errable better planning. However, a number of pro.iects initiated have ei-
ther stalled or remain uncomplete and have no direct link with-the Budget policy state-
ment, the annual estinrates.ln this regard the committee recornmends no new project
should be introduced alier the adoption the BPS and that the annual estimates that s"hall
be Iaid in this l-louse sometirnes in April must include a detailed Iist ol'pr.oject tlrat ar.e r.e-
soncilable with the Dcvclopment estimares f'or 201(t/1j.
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'l'hat in line with the PI:M regulat ions 27G) the ceilings tl-rat are includecl in the BPS 201 6

fbr Development and for wage bill in the medium term are binding.
That in line with Article 221(5) of the Constilution which requires thc National Assembly

take into account the views of the public when finalizing the budget, this House should

earmark Kshs. I hillion for resources that can be used for Economic Stimulus Pro-

grammes in alcas that have not benefited bcfole. The Corrnrittee recommends that acrite-

ria be developed on the amount of funds to be allocated before the time of receiving the

budget estimates and the procedure ol identifying several projects before the finalization
of the estimates.
That the House approves the schedule ofceilings for spending agencies towards recurrent

and development spending per programme as provided under schedule l.
That this house notes the additional requests for critical expenditures as shown in sche-

dule 2 that are unfunded and dirccts treasury to find the resources within the framework
as adopted in the BPS 20 16.

c) Mcdium Term Dcbt Managenrent Stratcgy

'fhat the I-louse approves the debt management strategy underpinning the 2016i l7 budget.

The approvcd shall remain binding lor 2016117 and any change in strategy must be ap-

proved by this House.
National Trcasury provides details on which plojects both on-going and earmarked
projects by scctol are to be inrplemented using projected debt resources during the An-
nual Estimates.
]'tre MTDS should be realigned to the broad strategic priorities and policy goals set out in

the BPS as required by the PFM Act, to ensure there is credibility ofthe debt sttategy be-

ing pursued by the Govelnment.
The Government pul.sues debt policies that are aimed at achieving fiscal consolidation
and efficiency in revenue collection intended to achieve a balanccd Governmcnt budgct.

d) I'olicy Reconr rncrr tlations

'lhat 1'reasury initiates a comprehensive assessment of the existing projects and provides

the Legislature with a plan of action on how the said projects are going to be completed

within the current and medium term resource framework.That all expenditure adjusf
ments in form of supplelnentary budget should be done on or before April of any given
year. This will assist in addlessing the issue ofpending bills, occasioned by late approval

of the supplementary appropriation Bill.
That Treasury endeavors to issue guidelines on foreign travel and domestic travel thar

supports the objective of reducing wastage while at the same time maintain the pul?ose

and objective of such activities.

Dcpartmcn(al Committees

83) Mr. Speaker, the Committee also received policy recomrnendations from the various

Departmental committees and recommends that the National 'li'easury and the concerned

MDAs takes into accotutt these t'ecommendations:
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a) Dcpartmental Committee on Administration and National Security

' l'hat the leasing ol motor vehicles for police and the police housing project be
domiciled under the State Department of Interior in tine with the House resolutions on
the Budget Policy Statement 2015 in order to bring efficiency in the police service.

b) Departmental Committec on Transport, public Works and Housing

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

c) Departmental Conrnlittce on Educltion, Iicscarch and Technology

That the Ministry flast tracks the completion o1. the education flagship projects of
the vision 2030 within the remaining period of the Second Medium Term plans
planned to avoid the lisk in car.rying the projects over.to the Third Medium Term
Plan.

That the National 'l'r'easr:ry put in place rnechanisms to ensurc that exchequer r.e-
leases especially fol development spending ar.e disbursed in goocl time to allow
the spending agencies to fully implement their developrnent budgets ancl cushion
against poor absorption capacity at the close olthe financial year.

That the Ministry of Education, Science and 'I'echnology and the National Treas-
ury to put in place proper measures to ensure that public Universities fully dis_
close the Appropriations-in-Aidthey collect to nlitigate against loss of revenues
occasioned by the partial disclosur.e.

That the State Department of Science and Technology put in place incentives to
encourage public private partnerships within the public private partnership policy
lramework especially in undertaking infrastructural development in the education
sector lo augment government efforts.

That the state Depaftment of Education develop a framework to streamline the
award of bursaries to ensure that all deserving students benefit and access educa-
tion.

d) Departnrental Committcc on Health

That thc free maternity program by the National Government be reoonceptualised
imrrediately and a new coordinated implenrentation strategy be adoptecl to avoid
duplication o1'eubrts by othe'Government agencies and programs. [n this r.egard,
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for free maternity be channelled through tl're National Hospital Insurance Fund

(NHIF). l:urther that in the long{errn the Ministry refornrs NHIF as a mattet ol
urgency for the Parastatal to be able to function as expected-

'fhat there is need to fast track the implementation of the Managed Equipment

Services (MES) flagship projects. F-urther, the Ministry should undertake continu-

ous evaluation of the MES project so as to be able to address the emerging chal-

lenges associated with the impletnentation of the proiect alnong them; the inade-

quate skilled health workers to operate the machines, access to reagents and sup-

plies, appropriate rooms and space and amongothers.

That the National Treasury should take necessaly measures to ensure that public

debt does not reach unsustainable level more so with the constitutional provision

allowing county govemments to borrow. That will cushion thc cconon'ly fi'om ma-

croeconomic irnbalance such as high interest rates and inflation and also cushion

the future generations frotn a heavy debt burden.

'that the National Treasury should ensure that the II]MIS system works efficiently.

In particular, the systenl suppolt to the e-procurement to ensure that rural suppli-

els are not disfranchised.

Mlnlstr)' ol ilealttr ensrlres that the allocatlon oI t(sl]s. 4.1 hl ll ion earmarKed

e) Dcpartmental Committee on Agricttlture, Livcstock and (looperativcs

That the National and county Goverrunents should establish a mechanism to en-

sure that at least l07o of the general government budget is allocated to the agricul-

tul'e sector in accordance with the MapuLo Declaration.

That guidelines should be for.mulated on how research findings by national re-

search institutions such as Kenya Agriculture, I-ivcstock Research organisation,

Kenya Sugar Research Foundation, Tea and cofl'ee Rescarch loundations among

others can be disseminated to the counties fol mutual benefit of the two levels of
governlnent.

That the two levels of govemment should collaborateand come up with a frame-

work on implementation of resources set asidethrough budgetary allocation for the

establishment of seed and fertilizer subsidy fund and livestock and crop insurance

scheme.

a

f) Departmental Committee on Finance, Planning and Trade

o That the resettlement of the Intemally Displaced Persons has taken a longer than

plaruted time and that this process should be expedited to avoid the persistent re-

quests for budgetary allocations.
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That the National rreasury in collaboratio. with county treasuries should put in
place mechanisms to mitigate against revenue leakage at the county level which is
majorly occasioned by non-disclosure of collected revenue and misuse of revenue
at the point of collection.

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

That tl-re National 1'r'easury should pamne' with the Ministry of lnformation commu-
nication, and Technology in the taying down of the fibr.e optic in every county ro en_
sure tobust internet colmectivity to rnaximize the efficiency of the system.

g) Dcpartnrcntal (lomnrittee on Energy, Conr rrrunications and Inlbrmntion

That both ministries prioritizebudgetar.y allocation towards on-going flagship
projects so as to be delivered without delay.

h) Dcpartmcntal Comnrittee on [nvironrnent and Natural Rcsourccs

That the Ministry prioritizes the restructuring of Kenya Broadcasting Corpora-
tion (KBC) with a view to settling its outstanding obligations as quickly as
possiblc, and in order to set the state corporation on a souncl financial fboting
capable of competing in the media sector and attract and retain qualified staif
establishment. In addition, KBC as a national broadcaster be supported and re-
sourced to enable it to achieve global standards ofa national broadcastcr..
That Konza IC1' project should be anchored on law to enable itattract foreign
investment.

That the funds allocated to the National Youth service (NyS) tbr construction of wa-
ter pans and dams under the Ministry of Devolution and planning in the Financial
Yeat'2015/2016 should be transfen'ed to the Minishy of water and lrrigation given
that in thc lemaining time, NYS will not be able to absorb the fr.rnds. Further, to avoid
administrative cosls and time wasted on negotiations between the Ministry ol'water.
and NYS, the I'unds allocated to NYS should be allocated to Regional Developnrent
Authorities which should partner with NYS to use thei'equipment when necessary.

That the Ministfies should concentrate on projects that generate inconre and create
employmcnt to reduce their reliance on the exchequer.

i) Departmental Committr:c on.Iustice and Legal Affairs Committcc

--
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mprove rn the disbursemcnt of lesout'ces fbr development expenditure in to actualize

irnplementation of the 20 I 5/ I 6 projects.

o Consider increasing the allocation lbr the ollice of Director ol' Public prosecution and

witness Protection Agency in order to cnable the aForementioned offices achieve their

mandate.
j) Departmental Comnrittee on Defense and Forcign Relatives

. Modernization prograrnme for the Ministry of Defense and National lntelligence Ser'

vice Comrnission to be lulty implemented tbr effective service delivery of their

mandate.
. Acquisition of more personnel and l'acilities for Foreign mission abroad for effective

and positive placement of the countly to attracl international trade and diplofratic re-

presentation.

k) Departmcntal Committoc on Lands
o Treasury should follow the cash flow plans from the Ministries, I)epaftments, and Agen-

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

l-l-Ialtnel'.

l) Dcpartmental Committcc on Labour and Social Welfare
. Adequately support the National Gender and Equality Commission to carry out the

operation of the contmission.

o Establish two employment attaches in the Middle East Countries (Qatar and Saudi

Arabia)
. Provide adequate resources tbr National Museums of Kenya and for Kenya Film clas-

sification board for refurbishnrents of monuments and Personnel emoluments'

. Establishment of a National labor market information system

o Establish the National Ernployment Authority as per the enacted legislation.

o Provicle additional resources for under l7 world youth champior-rship in July 2017 as

well as setting up Anti - Doping agency of Kenya

o Transfer olthe National safety net funds from development to l'ecunent vote'
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t23 619 1.342
0208000 P.2 lnlomAion And Col nu-

nicalion $rvtces
1.0€o 110 J,170

r,060 I10 r,170
020s000 P.3 Mas! ll€dra SHlts t)elsr 2r5 r50

215 135

t12l l'rini3lry ol

gI

0210000 P.{ ICT lnh,Iit'rdxta D6/.r
oFncnl

1,4?1 8.356

t3? 1 a l5t
2,850 2,616 5,{96 1,700 250 1,950

4,550 2.895
P 1 Spons 7t7 !.5!5 2.242 r.300 ' 3.4,r

103?

_---J,1r5

l5E?
P 2 Cultue 353 |.?24 241 400

1.016 608 I
|90300, 380 1JJ 510 250 ?50

630
)90.100,1 555 1.r45

5ta 1,1,15

lr 3r
Spo.ls Crrtul€

0905000 P.5 G€nera' Adn nislraton,
Planring ad Suppon Servicer

317 23 335

3r2 lll
9,221 15,433 2,1,654 100 150 ?50

9,321 15,563
0906000 P. I ftolmlioi ol Ine Eesr 235 ,: i 100 i00

?a5

21.901_

/24
0007000 P.2 Manpo\,/er DevelopmenL

Employm€nl and Prcducrivily
633 ?71 !0n 150 r50

633 121 r 054

P.3 So.ial oflelopment ,nd
Cnibr€n S€rvhes

2.641 3 483

2.641 84? 1.183
0909000 P.l Narionar So.ial Salely N€t 5.06i 140/0 19137

5,057

I14 t

S€curity and

0910000 P.5 General Mohislralior
PlznrilE art SuDoo.t Seftices

43r 505

191 15

l!.r37

t,973

l5

E9,100 9r,0E1

1,973 89,108 91.061
P I C*n€rd tuminblralion
Plaanrc ad S{rgo( Servaea

289 300

r00
02l2an0 141 ?6.950 ?7.691

141 7a.c'{
021J-10C P.3 Po*er Tfa$mhsirn a.d

Dsrrih{(rr
756 59.073 :! 8l:l

i6, 59.073 59.E39
c2rr!04 P.1 Alenal,ve Energy Tech. 151 82i

157 ,.14

I151

Energy and

02t5000 P.5 Adoraion ,d Ust ibu-
Uolt oi oii and Ga!

1 958 1.978

n r.958

871

1.9,'8
Tohl 7,199 15.t?i

t,199 16,r2? 23,126
0107000 P.1 G€neral Adminislralbn

Aanni& ad Suooorl SeMc€s
1.307 r,900 3.207

1.m7 r.901 3,207
0108000 P.2 Cop Devdognsnl md 5,7r5 14.227 t9.9,12

5.715 14,227 r9,94?

1l6l State lhFrt,

A!rlcullurs

01m000 P.3 Agdhisiness and htorma. 111 ]1
1i nt

Tohl 1,968 4,E6E 6,836

1,968 1,868 5.t30

1162 Sbh Dsparl-

0t 12000 P.5 Uv8stocl R€sources
Managemenl and O€velop-

r,gE8 4,868 6.836

r,gii3 4 863 6.836

1,576 3,119 .i tr15

1,576 1.119 r,69s

1163 Slate tlepa(.

011r000 P 5 Fhheies U€velopment 1.5/6 3 I 1,c 4.695

r,576 3.11I
2,,187 5.26r 7,7{i

2.481 5.26r 7 718
0301000 P.l Genersl rddinislBtb,

Pbntuq ad Suppo.r Servbes
509 509

509

1171

r'd Enrarnse

c302000 P 2 lndlstrid oeyehFxnt 5. r0r 6.815

5.10r

1l
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Ccilin
Total

Ceilin
Cac0dails c

2U r6l
P ,l Coopdrive Develop,r,€nl1).lc.1cil0

3.?57 5,9502,681
\,26i 5,9502,6E3

23,1

Iolal

2.3371.246 1.0-4r
2.371C9',P.2 Torien DocebEnenl d0306000

'155 r,264
iC'r0307000 P.3 Trra Ddelopfi'enl ar|o

1,t21
1,t21 2.349n28P 4 Gonsd ldmnislralion.

Plannng and Supgorl Servrces

I I8r Shl6 (hpsl.

65 1,653r,598
65 1,6611,59!Toral

r.56J€.5
r 59E 65P 1 Easl Alrran Afla s end

Slal6 0c!J1-
fifl{ ls E6l

ct050m

I ls?

1.975

r 538

t,?15
1.9151,215760

.1,113,11 r0c
,1.1131i 100P.1 G.nerat Pdninislralroi

6t /,2t8
6la208r.]clcll P 2 Reso{rc€s Surv€ys aid

211 709
709 92A?t'1{it1l0lc P.3 Minerd Resoulce6 Man-

I l9l

,{,5054,011 194
{9! 1.5051,011

45 1,6031,558

,11, 1.6031,558P 1 l-egalSeBcesa606000

li0 i 9t61.776
r.9161.7t6 1400607000 P 2 Gov€mance. LegalT6in

inq a,1d Consululonal Al6rs

611 30!
98667t 30906090c0 P.l G6rE6l Adminislratbn,

Planning and Supporl Seruic-

125r Ofilce of lie

G.nerd rnd
thparlmnlo,
Ju6llce

1710912.860 1,{19
1?,30912,860

1i,309r2.860
t7.10912.860P I osoonsat oi ol Jlstic8

t26t Th.Judhiary

0610000

2,79r2,591 r00
r00 2.1912.69r

2 7911002.691

,'.
2.691P.1 Elli(s rld Ant-Coi.upk t0611000

1111 EU{6 a,rl Ant.
Corup{on

218{52l,Er5
?l,lr623,E16Toial

23 8!6
23.E4623.U6P. I Nathnel Secudly l.ldli.

1281 Nitod
lnE{iFnc.
S€wic8

1501,951
2,1031 951 15i

2 t03r.953 150
2,103! 951 r5J06r?tr9 P I Pu i: Pcoculbo S€rYa

Ofic! d h!
IXl€cld ol

P.l lDhm€ntaUon ol lhe

Conslilulran

lh6lmpl€m€n.
lrton d h!
Conslhlim

0[ r 3,J!J

507507
507507

507507
50/P.l Regbtaton Regulston

Oft. or [lo
Ra06[a ol

ri5 r 4,.)30

t3

160160
160360rotal

360360
35C36006 r 5000

1321

45,1 454
151

45,1

,15{

1ii4454P.1 Protaclion and Promollon
Hunan Riehis

?0r r

100 1,081
(300)

781

(300)1,3811,081 t00Toral

550300 250
\52h1,077 152112:Cr0r r3000

SU

P I Generd l.dminislrauon,

164i64
16,1P.13 Land Admhlstru[on and

50
.:i

40
90P.14 Natonal Land Manage-

m€ lnlo.malion Syslem

2t7
227

2u
271t0P. I 5 Land Displl€s *td

2021 NaticnalLand
Cofimissld'

r9,321 103
r03 19.124

50

19,121Total
19,121

19.121r9.321
194?119,321 r0306r 70!0 P.1 Men4€{rEnl ol Eleclcr"l

Pr6s6
06180C0 P.2 O.llrliBor ot el€.idd

2031 lor,6pendefil

Elcb.d and

Eollndai6!

1,200 1r,15E
1,200

10,258
1,2001,200 12,2589.0t8
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SCHEOULE 1: PROpOSEO CEILTNG5 FOl SpENOING AGENCITS
Oran C.ilinqs ln.r.mcnls/Reductions

D.t.ils Cun.nl Capihl Currenl Carihl
0721000 P I Mli6d L€qi9athn

Ror€lenqbi ald Ov€rs{hl
07220@ P 2 Senale Aliiirs 5332 5_332 ! toll i,2c0

P 3 G$€rar ACminhtratixr.
PI,]rin, alll Suloorl So,virs

3 716 3.m0
6,su

t 726
r5,418 !5,!48

15,94E

Iha tgtql,

072r000 P 1 NeFrnd trgistation.
Rsproslnlr'ion ano Overshht

15 44t t5,a{8 5C0

500

- 15,91t

15,918 r5.948
45' r50

450 {50

2051

06r9000 P. I Ge*ial tuminlslration,
PlannlnC and Suppon S€'vlc, 1l,i

:l4l lal
3.11

706r

P 1 lnl€,.covsrnn€nlal Re!e.
orc erd Financial Malte6

:41
.l4l

341

072{000

1,114 50 1,164

I,114 5{1 i,164
P.1 C€neral Adminislratiot
Plar]ling and Suppon Sorvices

805 50

50 855
0726000 P.2 Buman Resourcoman.

€{6dronl and oevebpfi ent
187 187

i8/

805

2071

0127000 P.3 Gownance a$ Nadonal 12? 122

122 \22
541 5,13

541

t,tilr Salai€s ad

0728000 P.l Salrb! a.d Rlmurcra
lioll Msnag.ment

tri 513

l/;3 543
1E6.511 1C0 1E6.611 1,650 1,650

191,19a r00 91
0509!oc P 1 l6&t6l R..a!!rs Ma;

a0eme!l
181.204 4.550

r85,7y r8I;54
P 2 Go!!riai'c! ad St'l.
d&&

r99

m9r TB&ha.t
S.rvds Com.

05r1000 P 3 General Adninillr:Uon.
Plrnrrc dE SupDorl Sarvae{

5,14i 5.211 lm

130 {10

r]0

210r NdbnalPorr.
S.rvae Cdn-

P.l Nalonal fbb S,eryice
Hur,r nesoorce llfiags

430 430

43:r 130

1.850 3tr0 1,150

3,850 300 1.150

2111

0729000 3.850 3!0 4.150

3 850 300 4.r50
5tl

573 571

2171 CoiUoler ol
Budgal

P.l Cont ol and Managerhcnt 573 5/l

t74 171

411

2131 The Comnis.

073r000 P.l Prorno[on o, Admini6tra. 4tt 47\
4t4

Total 307 307 151 151

153 {58

Nslional
Gcnder and
Equalill Com. 0621000 P.l P,oflDtion olGender

Equally and Freodom to,n
Oisclirinaton

30/ 3)7 t51 t5r

458

r16 416

116 416

2151

si0hl Authorily 05220m P.l Policing o@tsjghl SsMc- 4i6 4r6

4r6 114rnd Ag.nclcs Erpanditu..s
812,811 656,6rC 1,489,5ll

8,0c1 E49 E,E5() E10,842 657,'l9 1,19E,36r

r87
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SCHEDULE 2: CRITICAL AREAS THAT ARE UNTUNDED l(sh millions
Details of additional re-
questsAdditional Requests

Vote Programmes

Current capital TotalNumber Details 0etails
54,270 54,270Total

54.27 billioo for morderni-
zationprogramme

54,27 0 54,270
1041 Ministry of

Delence 0801000 P.1 Defence

12,OOO 12,000Total
12,000 12 billion for additional

personnel and facilities for
foreign missaons abroad

0715000 P.2 Foreign

Relation and
Diplomacy

12,000
1051 Ministry of

Foreign Affairs
and lnterna-
lional Trade

500Total 500

500 million for deconges-
tion and refurbishment of
National schools (This is

Phase l covering 25

schools)

500

1061 State 0eparl-
menl for Edu-

calion
0502000 P.2 Secondary

Education

3,000Total 3,000
3,000 3 billion for equipping of

60 Technical Training lnsti-
tutes which are near com-
pletion

3,000

1062 State Depart-
ment of
Science and
Technology

0505000 P.5 Technical
Vocational Edu-
calion and

Training

1,030Total
30 30 million for operationali-

zation of Tobacco Control
Board

0401000 P.1 Preventive

& Promotive

Heallh Services

30

30

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

0402000 National Refer-
ral and Specia-
lized Services

500

500 million for expansion
of KMTC campuses

s00 500

1081 Ministry
of Health

0403000 P.3 Health Re-

search and

0evelopmenl

1081

16,400 16,400Total
16.4 billion for: pending
bills (KeNHA; KeRRA; KU-

RA}

16,400 16,400
State Depart-
ment for lnlra-
structure

0202000 P.2 Road

Transport

1091

200 10,000 10,200Total
10 billion for first three
berths at Port of Lamu
(LAPPSET)

10,0000204000 P.4 Marine
Transport

NTSA for implementation
of road safety action plan
(2oo million)

200

10,000

200

State Depart-
menl loI
Transport

0216000 P.7 Road Safety

4,000 4,970 8,970Total

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

1011000 P.2 Environ-
menland Natu-

ral Resources
Management
and Protecton

4,000

4.97 billion for: KVDA toP.5 lntegrated 4,970

1 101
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Number

500

1,000

1092

Stale Depart-
ment lor Envi-

ronmenl and

Natural Re-
sources

100s000 4,970



SCHEDULE 2: CRITICAL AREAS THAT ARE UNFUNDED Ksh millions
Programmes

8.15 billion for: Go(con-
terpart funding of projects

{5 billion); Compensation
and resettlement of
PeoPle occupying dam
sites areas in Mwache and
Lower Nzoia (3 billion);
water storage and supplies
emergencV interventions
150 million)

1.3 billion for: Setting up of
Anti-Doping Agency of
Kenya (500 million); Logis-

tical support for athletes
and officials in the 2016
Summer Olympics in Brazil
800 million
120 million for pe.sonnel
emoluments in the New
State Department for Cul-
ture and Arts

500 million for KMC Mor-
denization; 10O million for
KEVEVAPI; 100 million for
Disease Free Zone

Vote

Additional Requests
Details of additional re-
quests

Numbcr Details Number Details Current Capital Total
Regional De-
velopment

cater for expenditure
shortfalls {300 million);
TAROA for pending bills in

Kieni lrrigation Project
(200 million); ENSDA for
bamboo sector develop-
ment (1 billion); ENSDA
for leather factory project
(170 million); and ROAS

pending bills {3.3 billion)
8,750 8,750

1004000 P.4 Waler Re-

sources Man-

agement

Total

8,150 8,1S0

1102 Minislry for
Water and

RegionalAu-
lhoritles

P.3 lrrigation

and Land Rec-
lamation

600 600 500 million for small-scale
irrigation

Total 7,420 I,420
0901000 P.1 Sports 1,300 1,300

1 131 Ministry of
Sports Culture
and Arts

0902000 P.2 Cullure 120

Total 924 924
0907000 P.2 Manpower

Development,

Employmenl
and Produclivity
Manaqement

134 734 734 million for establish-
ment of National Employ-
ment Authority

1141 Ministry of
Labour Sociai
Seqlrity and
Services

0908000 P.3 Social De-
velopment and
Children Ser-
vices

190 190 190 million for Productivi-
ty, lmprovement, Mea-
surements and Promotion

700 7001162 State oepart-
menl for Lives-
tock

0112000

Total

P.6 Livesloc*
Resources
Management
and Develop-

menl
1163 Slate Depart- 50

700

50 100

100

--
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Vote
CH EDUTE Rc T Atc T AR EAs HT I R E U AJ FU DN DE

Number Details Number

Programmes

Details Current Ca ita I Total

Additional Re uests

menl for Fishe-
ries

01 11000 5 Fisheries
Developmenl
and Manage-
menl

P
50 50 100

Total 7a6 2,OOO 2,7a61008000 P.2 Resources
Surveys and
Remote Sens-

2,000 2 bifl ion for NationalAir_
borne Geophysical Survey

1 t91 N4inisky of
Mining

1009000

Mana enl

P.3 Minerat
Resourc€s

7A6

2,OOO

186 786Iot various expendi,
ture shortfalls

Total
500 500 1

1261 Th e Judiciary

0610000 .1 Dispensa-
tion of Juslice

500 500 1,000

Total

500 million for recurrent
expenditure; 500 million
for development expendi-
ture

5,400 5,400

1281 Nalional lntelli-
gence service 0804000

ence
Securily lntelli

P.1 Nalional 5,400 5,400 5.4 bilt ion for moderniza-
tion programme

Total
1,000 1

2041 Parliamen laty
Service Com-
mission

0723000 P 3 General
Adminiskalion.
Planning and
Supporl Servic-
es

1,000 1,000 l billion for purchase of
land for CPST

Total 3 150 3,150

2091 Teachers Ser-
vice Commis-
sion

0509000 P.1 Teacher
Resource Man-
agemenl

3,150 3,150 1.3s biI ion for recruitment

riou5 cardesteachers in VA

of addlflonal teachers; and
1.8 billion for promotion of

Total
7,27 0 7,270

2111 tor Gener-Audi

AJ 0729000 1 Audil Ser-
VICES

P 7,270 1,270

Emoluments (449.6 mil-
lion); domestic travel (g2
mjllion)j purchase of mo-
tor vehicle (1OO miltion);
ICT (184.02 million); ren-
tals of assets (74.42 mil-
lion); outsourcing of audits
(180 million); car loans

1.27 billion for; Personnel

200 million
Total ddit tona fo c rit cal tea S

84,000 4a,a70 732,870

(sh million s)

De tails of additione lre-
uests

50 million for operationali-
zation of fisheries bilt (es_
tablishment of Kenya Fi_
sheries Services, Fisherics
Advisory Council and Fish
Marketine Authority); 5O
million for completion of
flsh ualit laboratories
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MINUTESoFTHE24THSITTINGoFTHELIAISONCoMMITTEEHELDoNTHURSDAY
. 3RD MARCH,2016 IN ROOM 9, MAIN PARLIAMENT BUILDINGS AT 9:OO AM,

PRESENT

1.

3.

4.

5.

6.

7.

8.

9.

Hon. (Dr.) toyce Laboso, MP

Hon. Moses Cheboi, MP

Hon. Asman Kamama, MP

Hon. Adan N oo ru, MP

Hon. Amina Abdalla, MI'

Hon. lanet Nangabo WanYama, MP

Hon. Ndung'u Gethenii, M P

Hon. David Were, MP

Hon. (Dr.) Rachael NYarnai, MP

10. Hon. Maina Kamanda, MP

11. Hon. Sabina Chege, MP

ABSENT WITH APOLOGY

1. Hon. Adan KeYnan, MP

2. Hon. Benjamin Langat, M l)

3. llon. Moses Lessonet, MP

4. Hon. lamleck Kamau, MP

5. Hon. Florence Kajuju, MP

6. Hon. Samuel ChePkong'a, MP

7. Hon. William ChePtumo, MP

B. Hon. Alex Mwiru, MP

9. Hon. Nicolas Gurnbo, MP

10. Hon. Roselinda SoiPan, MP

11. Hon. Johnson Sal<aia, MP

12. Hon. Nioroge BaiYa, MP

IN ATTENDANCE

NATIONAL ASSEMBLY SECRETARIAT

1. Ms. Phyllis Malcau

2. Mr. Peter Chemweno

3. Mr. Martin Masinde

4. Mr. Dennis Mogare

5. Mr. Benjamin Ngimor

6. Mr. foseph Ndirangu

7. Mr. Danson l(ach u m bo

- Deputy Speal<er/ ChairPerson
- Vice Chairperson/Member of the Speaker's Panel

D irector, Parliamentary 13udget Office

Depury Director, Committee Services

Deputy Director, Parliamentary Budget Office

Clerk Assistant III
Fiscal Analyst
Fiscal Analyst

Fiscal Analyst

I





9. Mr. Vitalis Ndarlbrrl<i 0ffice AssisLant

MrN. NO.23l2016 - PTTET.IMINARIES

'l-he Chairperson called the meeting to order at 9.26 am and said a pralycr. She then sLated

that the agenda of the meeting was consideration and adoption of thc committee's Repol't

on the 2016 Budget Policy Statement.

MrN. NO.z4l2016 - CONSIDEITATION AND ADOPl'ION OIT 'f HI] RNPORT ON 1'I{II

2016 BUDGET POLICY S'IATEMI]N'I'.

'l'he Committee considered the Report on the Budget l']olicy Staternent and the Debt

Management Strategy for 20!6/1? and the Mediurn 'i'e|m and adopted the following

changes to the ceilings as follows:

1. A reduction by l(sh 1.0518 for the state deparlment ol l)lanning,.

2. An increase by I(sh 100M for the state department of education.

3. Under the State Department ofScience and Technology:

a) An increase by I(sh l(sh 100M to the reseal'ch, science, technology and

innovation program.
bJ A reduction by l(sh 300M from the general adminisrration, planning and

s u ppor[ services program.

4. Under the Ministry of Llealth:
a) An increase by l(sh 600M to the national referral and specialized serviccs

program.
c] A reduction by l(sh 100M from the general administration, planning arrd

sup port services Program.
bJ A reduction by l(sh 500M frorn the health policy, standards and rcgulations'

5. An increase by Ksh 300M to the Ministl'y of Lands, llousiug and [llban Developnrent

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

7. An increase by 1.950Ii to the Ministry 0f Sports, Culture And Arts.

8. An increase by 250M to the Ministry Ol Labour, Social Secut'ity And Services'

9. An increase by L.2B to the Parliarnentary Service Commrssion.

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

11. An increase by 4. 650B to tlle'leachers'Service Cotrmission.

12. An increase by 151M to thc National Gender And Equaliry Cotnmission.

'l'he Committee, thcrealter, considcrr.'d and adopted the Ileport on tl,e lludgct l)oli(j),

Statement:rncl the l)ebt Managernent Strategy for 2016/L7 and Iltc Mcdium'l'erm aItcl

?





being proposed and seconded by llon. I)avid were, MP and llon. Amirra Abdalla, Ml'

respective ly.

MrN. NO.z5l2016 ADIOURNMENT

'l'here being no other business, the Chairpersorl adiourned Ehe meeting at 11:ii5 am 'l'he

rrext meeting sha be convened on notice

Sign .......
(Chairperson)

Da te

i-.,tt-i I
f'-'""'1"'

L
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MINUTES OF THE 23RD SITTING OF THE LIAISON COMMITTEE HELD ON
.ffiONNiNN.V 2M MARCH, 2016 IN THE MINI CHAMBER' COI]NTY I{ALL,

PARLIAMENT BTIILDINGS AT 3:OO PM'

PRESENT
1. Hon. (Dr') Joyce Laboso, MP - Deputy Speaker/ Chairperson

2. Hon. AsmanKamama, MP
3. Hon. Adan Nooru, MP

4. Hon. Amina Abdalla, MP

5. Hon. David Were, MP

6. Hon. @r.) Rachael NYamai, MP

7. Hon. Johnson Sakaja, MP

8. Hon. MainaKamanda, MP

9. Hon. Alex Mwiru, MP

10. Hon. Nicolas Gumbo, MP

1 1. Hon" RoselindaSoiPan, MP

12. Hon. Sabina Chege, MP

ABSF]NT WITH APOLOGY
1. Hon. Moses Cheboi, MP

2. Hon. Adan KeYnan, MP

3. Ilon. Benj amin Langat, MP

4. Hon. Moses Lessonet, MP

5. Hon. JamleckKamau, MP

6. Ilon. Florence Kajuju, MP

7. Hon. Samuel ChePkong'a, MP

8. Hon. William ChePtumo, MP

9. Hon. NjorogeBaiYa, MP

10. Hon. Janet NaagaboWanYama, MP

1 1. Hon. Ndung'uGethenji, MP

IN ATTENDANCE

The National Treasurv
1. Dr. Kamau Thugge, CBS

2. Dr. GeoffreY Mwau, EBS

3. Mr. Francis AnYona, OGW

4. Mr. GeofftcY Malombe HSC

5. Mr. Samuel Kiilu
6. Ms. Miriam MusYoka

7. Ms. FelisterKivisi

- Vice Chairpersor/Member of the Speaker's Panel

- Principal Secretary / National Treasury

- Director GeneraU Budget Financial and Economic Affairs

- Director/ Budget DePartrnent

- Senior Assistant Accountant General

- Deputy Chief Economist

- Economist I
-Ag. Director, Debt
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National Assemtrly Secretariat.
1. Ms. Phyllis Makau
2. Ivk. Peter Chemweno

- Director, Parliamentary Budget Office .

-' .. ,, .Deputy Director; Committee Seryices,r:
3: ,lVlr.,Martin Masinde " ;.. -, .

4 N/r. De1ri3 \rI1q21q
5. Mr. Beij'aririn Ngimbi , , -

6. Mr. Joseph Ndirangu
7. Mr. Danson I(achumbo -

8. Ms. Rehenra Koech
'''.:',,.. 1 i .. ''.,

ryIIN. NO22/201 6.-, IR_ELIMTNARIES
.1 ,,'. ,, :., , , .ti tl :tr.;tii..,i ...-. .ili ,.-, ., , .,r, i,i ;: ,,..., ..1 .-,1,,.:,
The'Qhairpelsqn. cai,lpd lhe, r,r.IPeting to order al3.25 pm and said a prayer. She then welcomed all
those present to introduce themselves.

MIAI. NO.23l2016. COMTRMATION OT MINUTES OF,THE pREyrous STTTING
.. i.. ,.: .:.'t i;r li,;. ,,,: ., .. .

Confirmation of the_minutes of the previous sittings was deferred to lhe next meeting.

I\1trN. NO.24l2016 -'. MbETING WITH THE NATIONAL TREASURY

The Chairperson statcd that the meeting was a continuation of consutations on the proposals
rnade by departmental cornmittees on re-allocation of fuiids within provided ceilings and
requests for additional firndhg.

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

of Ksh. 8.850 Billion as follows:-
a) Recruitment of 5,000 reachers (TSC) - Ksh. 2.3508
b) Retired teachers arears ordered by the Supreme Court (TSC) _ IGh. 2.28
c) Youth chaupionships (Ministry of Sports, Culture and Ans) _ Ksh. 1.38
d) Ministry of Lands a:rd I{ousing - Ksh. 1.3B (to be moverl from wiflrin

the ceiling ofthe State Department of lnterior)
e) National Assembly _ Ksh. 0.58
f) Parliamentary Service Corrunission _ Ksh. 1.2 B

.Deputy Director, Parliamentary Budget Offrce
Cierk A ssista.rrt III

'Fiieal Arialyst
F-iscal Analyst
Fiscal Aralyst

. Audio Recording Officer

2

2. Requests for reallocations be declined since the initial allocations were well jus1ified.



MIN. NO.2sl2016

There being no other bu

meeting was scheduled for March, 2016 at 9.00 am'

Sign ......... '.. -'.,<-.;....
(ChairPerson)

ADJOURI"{]VIENT

, tbe Chairperson adjourned the meeting at 6:15 pm 'I'he next

:""""
I

Date
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MINUTES OF THE ZzND SIT]IING OF T}IE LIAISON

MARCH, 201.6 IN TI{E MTNI CHAMBER' COUNTY

COMMIT'{'EE &{ELD ON]

[NALI,, PAR,TIAMENT ts

TUesoAY 1t'
UILDINGS AT

' 9:00 AM'

PRESENT

1. Hon. (Dr.) |oYce Laboso, MP

2. Hon. Moses Cheboi, MP

3. Ilon. Asman Kamama, MP

4. t'lon. Adan Nooru, MP

5. Hon. Amina Abdalla, MP

6. Hon. David Were, MP

7. Hon. (Dr.) Rachael NYamai' MP

B. Hon. Iohnson Sakaja, MP

9. Hon. Maina l(amauda, MP

10. Hon. Nelson Gaichuhie, MP

11. Hon. Adan l(eYnan, MP

12. Hon. Nicolas Gr-rmbo, MP

13. Hon. Moses Lcssonet, MP

14. Hon. Florence I(aiuju, MP

15. Hon. Sabina Chege, MP

16. Hon. )amleck Ikmar'r, MP

ABSENTWITH APOLOGY

1. Hon. Benianrin Langat, MP

2. Hon. Samuel ChePkong'a, MP

3. Hon. William ChePtumo, MP

4. Hon. Njoroge BaiYa, MP

5. tlon. Alex Mwiru, MP

6. Hon. Janet Nangabo WanYama' MP

7. Hon. Roselinda SoiPan, MP

B. Hon. Ndung'u Gethen)i, MP

IN ATTENDANCI]

- DeputY SPeal<er/ ChairPerson

- Vi." Ciri,'pu.ton/M ember of the Speaker's Panel

I

1. Mr. J.M NYegenYe

2. Mr. Justin Bundi

3. Dr. Wakah Odhiambo

4. Mr. lrungu l(igundu

CIerk Senate/Secretary PSC

Clerk, National AssemblY

Ag. Directol', Fiuance And Accounts

ag. neputy Director, Finance And Accounts
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TI{E NATIONAL TREASURY
1. Mr. Henry Rotich, EGH , Cabiuet Secretary / National Treasury2. Dr. Kamau Thugge, CBS - principal Secretary / National Treasury3 Dr' Geoffrey Mwau, EBS - Director Ge.eral/ Bucrget Financiar and Economic Affairs4 Mr' Bernard Ndungu - Director- Generar / Acclunting services & Quarity Assurancc5. Mr. Francis Anyona, OGW - Director/ Budget Department6. Mr. Geoffrey Malonrbe. I{SC _ Senior Assislnt Aicourtant General7. Mr. San:uel Kiilu - Deputy Chief Economist
B. Mr. john Njera - Senior Economist
9. Mr. Charles l(airu _ Senior Economist
10. Ms. Miriam Musyol<a _ Econornist I
11. Ms. lsabella l(ogei _ Finance Officer
12. Mr. Fred Owegi - Advisor_ Intergovern mental Fiscal Relations.

N

1. Mr. Micah Cheserem
2. Ms. Fatuma Abdikadir
3. Ms. Linet Oyugi
4. Mr. George Ooko
5. Mr. H.H. Kirnura

1. Ms. Phyllis Mal<au
2. Mr. Peter Chemweno
3. Mr. Martin Masinde
4. Mr. Nicholas Errejen
5. Mr. Dennis Mogare
6. Mr. Benjamin Ngimor
7. Mr. Ioseph Ndirangu
8. Mr. Danson I(achumbo
9. Ms, Rehema l(oech
10. Mr. John Mungai
11. Mr. Vitalis Ndarnbul<i

MIN. No.13l2016 _ PRELIMINARIES

Chairperson, Commission on Revenue Allocation
Vice Chairperson, CRA
Director, CRA

CEO, CRA

Cornmissioner, CRA

Director, Parlian.lentary Budget Office
Deputy Director-, Committee Services
Deputy Director, parliamentary Budget Office
Principal Clerk Assistant I
Clerl< Assistant lll
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst
Audio Recording 0fficer
Audio Recording Officer
Office Assistan t

TIie Chairperson called the meeting to order at 9.2g am and said a prayerwelconred all tl-rose present to ntake a self_introduction.
She then

)



MIN. NO.14l2O16 - CONFTRMATION OF MINUTES OF THE PREVIOUS SITTING

Confirmation of the minutes of the previous sittings was deferred to the next meeting

MIN. NO.15/2016 - MEETING WITH TTIE PARI-IAIVIEI{TAR'Y SERVICE COMMISSION

The Chairperson stated that the meeting was convened to address the matters of thc

ceilings of the parliamentary service comi-rission in the 2016 Budget Policy Statement. She

thcn invited Mr' l.M Nyegenye, Clerk Senate/Secretary PSC' to make his pl'esentation ln his

presentation, he stated that:

1. The Pubtic Finance Managetnent Act' 2012 provides Parliament with two votes' Vote

2O47 for thc ParliamJntaty Seruice Commission (which covers the Senate'

Parliamentary foint Service al'd the Centte for Parliamentary Studies and TrainingJ

and vote 2O42 whichcovers the l'ecurrcllt expenditttre of the National Assembly'

2. Tlte 2016 BPS had provided inadequate ceilings for both vote 2041 and 2042' He

observed that the Ills provlded for Ksh 9'058 Billion uncler vote 2041 for the

Parliamentary Service Commission for financial year 2016 /20t7 compared to Ksh

8.920Billionin2Ol5/20T6.Theslightittcreaseofl(slr'l3SMillionwason
account of compensation to employees' The development budget had a ceiling of

Ksh 3.2 Billion in vote 2041 (PSC) reflecting no increase

3.TheBPS,20l6hadprovidedforaceilingoflfth.lS.44BBillioninvote2042foI,the
National Assembly in financia! year 20f61L7 compared to Ksh' 15'157 Billion in

financial year Zo1.5ito''int tf'gf" increment of Ksh 291 Million was oll account of

an adiustment in compensation to employees under vote 2041'

4. The ceilings *"." intd"q'"te in view of the expenditure trends already incurred

under the two votes' Further' the 2016 BPS had not factored in tl-re following:

a] The moniton'"""d evaluation fund of the senate which was being proiected

to cost about I(sh 1 Billion'

b) ln financial V"u"O" t'U ceilings' an adjustment treeds to be incorporated to

cover the .",:rt"t'* for newly elected members of the 12ttr p2lliament' This

-r, "*puttud"to 
cost Ksh' 1'75 Billion under vote 2042 and Ksh' 340

Million under vote 2041'

5. On recurrent expenditure performance:

a) Vote ZO+f witfr an appropriated budget of Ksh' 8'920 Billion had been

utilized to an amount of ttsh. 5.7 Bilion (64%l as at 29th February'2016'

b) Vote 2042 witl't a budgetary provision of Ksh 15'2 Billion had expendecl

Ksh. 8'5 Billion representing 560lo of voted provisions'

c) Expenditure trends indicate that clomestic and foreign travel expenditure

it".r*".tgt"utlyconstrainedanindicationthatthebudgetaryprovision

3
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was inadequate hence the need f<rr additionar funding to bridge the deficit.
Travel was a core activity to fulfil parliament,s manclate.

The PSC was seel<ing an upward adjustment of the BpS ceiling for the respectlvc
votes as follows:

Vote BPS Ceiling PSC Request Increment lustification
I(sh liilliotr l(sh Billion I(sh tsillio n

11.258 1B for Senate
M&li program,
200 M for
general
o p erati oD s

especially local
and foreign
travel for
legislative
oversight and
1B fol purchase
and
development of
CPST land.

15.948

MEMBERS CONCERNS/OBSERVATToNS

Menrbers expressed the following concerns/observations, that:

1. The development exrrerditure was too high and it was likely that parliamenr may
not have the capacity to absorb.

2. There 1 Billion meant for senate's M&E program was unjustifiable as the senate was
funded for its legular oversight functions.just lil<e the National Assembly. There was
therefore need to arlocate the r Birion to productive sectors of the economy.

3. The lBillion meant lor land and its development for cps'r'was not justifiable in
terms ofvalue/ bencfits that are likely to accrue to parliament from the centre.

4. How could PSC justify the request for increased alocation to domestic and forergn
travel in light of trie presidential directive curtailing the same as an austerity
measure?

4

Vote2041
(PSCI

9.058 2.2

Yote 2042
tN/A]

75.4.48 0.5 To fund general
operations
especially local
and foreign
travel for
legislative
oversight



CLERK SENATE/SECRETARY PSC,S RESPONSE

'InresponsetotheMember,sconcerns,Mr,|.MNyegenyestatedthat:

1. With regard to the high development vote' parliament had an arnl:ition of creating a

parliamentary ,qu"J 'na 
*o' thtttfo'u purchasing buildings around parliament

and renovating them for use Equally' there was a moclern office block under

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

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

drasticallY.
2. The 1 Billion for purchase and developu.rent of CPST land was value for money as

the institution, on." ,i or"."a"s optimally shall save parliament funds in terms of

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

itself to play the 'it "f " 
premier trainiug institution on parliamentary affatrs'

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

residential area and not ideal for a training facility'

3. The domesti.,na fo'"tgn ttavel was ""ttly 
limitccl yet it formed a core futction in

parliament as truu"l wr", at the centre of oversight. Travel was therefore essential in

parlianrent's oPerations There was therefore need to increase the allocation'

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

PSC could request.

MrN. NO.16l2O16 MEETING WITH THI COMMISSION ON REVENUE

ALLOCATION

After introductions, the Committee Chairperson welcomed the Chairperson' CRA to mal<e

his presentation' In his presentation' Mr' Micah Cheserenr' Chairperson' Commission on

Revenue Allocation stated that:

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

financial year 20L6lL7 of Ksh 332 billion was equivalent to 35 %-of the latest

auditedaccountsforfinancialyearzoT3/!4,equivalenttog36biliion.However'this
was equivalen, 'o 

iioto of the proiected shareable revenue for financial year

2OL6/17 estimated at l(sh' 1'397 billion'

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

below:

5



NO. ITIIIV!

Latest Audited Acco u nts 2072/13

Sharable Reven ue
AccountsJ

(Audited 77 6, B5B

Equitable Sharc (BaselineJ 259,7 7 5

Adjust by 3 year average
revenue growth of 15.09olo

Add allocation to county roids

Add allocation for public
participation

zots/16 (KsH Ml 2076/17 (r(SH M)

2013 /1.4

935,653

259,775

39,200

27 ,790

5,000

3

337,765

35.460/o

on Allocation for county noacrs - A[ocation to county governments for cor]struction
and rehabilitation of cou.ty roads is grossly un<lerfunded. l(e.ya,s cu..ent total
road networl< is 161,451 l(ms. county governments have are in charge of a total of
1"20,1'72.6 I(ms of roads whire the Nationar gove.rrent is in charge on 41,339 r(ms.
The cornrnission .ecommends that Ksh, z7,7go million currently alocated to
other roads in the 2015/16 national government budget be transferred to
counties as equitable sltare for 2076/17.
0n Public Participation - Thc cor,rnty governments need to be fundecr adequatery in
order to set up tl:e req.i'ed structures to ensul-e effective citizen participation. All
counties have grossly u.derfunded pubric participation resurting in unnecessary
litigatiolls. To streamrine pubric participatiorl in counties, the commission
recommends that Ksh. s billion be allocated as part of the equitabre share of
counties for 2016/t7.
on Level Five ftospitals - These grants are meant to benefit the health referral
hospitals whose catclrment area is beyond the boundaries of a specific county. For
this reason, a total of l(sh. 3,6oo rnilrion was set asicre in FyZ015/r.6 to cornpensate
the host counties a,d trre funds were sha.ed based on the percentage bed
occupancy per liospital in 2014.. The commission recornrnends that the grant is

4

6

1

2

3

4.

5

6

7

u

Total equitable share to
counties

Percentage sharc to counties

259,775

33.44o/o

-l
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retained and be adiusted by a growttr rate of L5'09 pencent to Ksh' 4'143

million.
onFreeMaternalHealthCare-Healthcareislargelyadevolvedfunction.Asotreoi
the slrategic intel'ventioll under health cal'e the counties had a total of Ksh 4'298

million [or the FY2015/16. The grant was shared using a direct re-imbursement tt-t

healthprovidersbasedonpercentagetocol]tribLltio]itototalnumbel.ofmaternity
cleliveries cluring the FyzO73 /7+. The Commission recommends that g!-ant be

retained and adiusted by a growth rate of 1S'09 percent to Ksh' 4'947 million'

The money should be shared based on county's percentage contribution to

total numlrer of maternity deliveries durilrg the FY2O14/75'

On Compensation of user fees forgone - The national govel'ument introcluced this

conditional grant to compensate the counties for the revetrue from the user fees

cl.rat'ged by health centers and dispensaries During the financial year 2075/76' lhe,

national government sct aside Ksh' 900 million for tllis purpose' The National

Treasury used the annltal consolidated facility outpatient attendancc workload to

slraretlremoneytohealthcer-rtersanddispensarieswitlrintheCounty..I'he
Commissionrecomtnendstlratthecotrditionalallocatiorrberetainedatrd
adiusted by a growth rate of 15'09 percent to l(sh' 1'036 million' The

allocation will compensate counties for user fees forgone and will be share

among the counties for the same purpose and shared using annual

cons(,lidated facility outpatient attendance worl<load'

On Leasing of Healtli Cale Equipment - The national government provided for a total

bnclgetary allocation of Ksli.4.500 million in ZO75/16 to facilitatc the purchase of

modern specialised healtll care equipment in at least two health facilities in each

county government, The Cornmission recommends tllat the allocation be

retained and increased by a growh rate of 15'09 percent to I(sh' 5'179 milliou

for FY2OL6/L7,
0n Road Maintenance Fuel Levy Fund - The national government set aside l(sh 3'3

billion in FY2O75 /1,6 for counties to Llse to tnaintain 90'0001(ms of county roads'

Additional roads, equivalent to 31,113 l(ms have been transferred to county

governments by the'l'ransition Autholity in 2016 In total' county governments are

in charge of 120,1131(ms of roads whereas the national government will be in

charge of 41,339 l(ms of roads'

7
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Sliaring of money under this grant is based clt.t the approved revenue sharing

formula among coullty go,"rn'nents' During 2014/15' the I(enya Roads Board

receivecl lfths.31..7 billion as fuel levy The Comrnission recotnmends lkh' 4''756

million, which is 15 percent of the arnount collected in 2014/15 to be

allocated to county governlncnts based on the approved revenue shariug

fonnttla among county governments'

1



9 0, Perso,ne! Frmorume.ts for county governments - cou.ty governments rra,ieraised concerns based on the amount of resources they .ave ,!"nt on personnel
crnolurnents fo. starf for devorved furnctions and former l,'car Authorities, TheCommission recommends as a sltol.t term stop gap measure, to cusltion count-ies
against high expenses on sararies as the results and i.rplementation of the staft.ationalization programme are awaitecr, T,e commission recomrnends Ksrrs.5,196 million to be shared proportionately based on the payroll of thedevolved staff.

10 o. construction of county Hearlcluarters , The Transition Authority carried out anaudit for all counties ancr identifiecr the headquarters and office space for eachcounty. Duri,g the transition periocr, each county receivecr a total of l(sh. 61.(rmillion to ref,rbish and buy furniture. Hu*ever, five coLlnties did r.rot haveheadquarters. These a.e: Tharar<a Nithi, Nyancrarua, Isioro, Lamu and rana River. Toenable these counties construct rreacrquarters, the comrnission r.ecommends aconditionar grant of IGh. 4 b,rio. to be shared equary among the five counties
as shown below:

Isiolo

Total

11.On Establishmeut of County Emergency Fund _ The pFM Act Section 110 (11provides for the estabrishme,t of trre county Emergency Fr"rnd to manage urgent andunforeseen expenditure needs at trre cou.ty reu"r. Th" coLrnty Emergeniy Funcrco.sists of monies app'opriated by the county Assembly. The pFM Act iection 1r:limits the witr'rdrawal from trre county Enrergency Fund to two percent of the totalaudited county governnlent revenue for the previo.s financial year. TrreCommission rccomrnends that, based orr the equitable transfer to aounrygovernments for financial year 2015/16 amounting to Ksh. 25g,775 million,

IJ

Counfy
Allocations
I(sh. Millions

1 Tharal<a Nithi 800

'.t_

Lanru

Nyandarua3

4.. Tana River

B00

ti00

800

5 800

4,000



two percent translates to an Emergency Fund of Ksh' 5,196 million to be

shared proportionately using the county total revenues for2O14/75'
12. On Rehabilitation of Village Polytcchnics - village polytechnics if wcll-cquipped are

good centres of cxcellence to empower the youth with sl<ills to generate

employment opportunities The Commission recommends that county

governments be allocated a conditional grant of Ksh. 6,300 million from the

national government share to build, equip and or renovate the village

polytechnics. The grant will be shared among all the counties based on the

approved revenue sharing formula.
13. The CRA had come up witli the second formula, a basis fbr equitable sharing of

revenue amotrg the county governments. 'l'he first lormula was approved by the 1Oth

Parliament in November' 2012 and was used to share leventle for Financial Years

Zot2/13;201,3/74;2074/15and2015/L6.Tlresecondformulaisastabulated
below:

Paranreter Current
Forlnula

cnate Committe
COG

ccornmendation

Population 45o/o 45o/o

260/o

45o/o

25o/oBasic Equal

Share

L 5"/o

Pover[y 2Oo/o tBo/o ZOo/o

Land Area Bo/o Bo/o

Zo/o

aoh

2o/oFiscal

Responsibility
zoh

Development
F acto r

toooh1'O',t'Al, lOOo/o 100%

14. There were a lot of vested interests in coming up with ?r rcvenue sharing formula

amongcountygovernments}renceneedtoen]powerthcCI.(Atodeterminethe

CRA

Recommendation

9
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sharing formula. 'l'he senate shoulci only turn down the cRA reconrmenda tion if it
obiects with a2/3 maiority.

MEMBERS CONCERNS/ OBSERVATIONS

Members expressed the following concerns/ observations:

1' There was need to evaluate the social impact of the utilization of the funds allocated
to counties instead offocusing on just incren:ent ofthe allocations.

2 Tliere was no clarity on the utilizatiou of funds on public participation allocatcd to
counties in the previous financial year. The current allocation may therefore not be
justifiable.

3. There was an over ernprrasis on allocatioa of nationally generated resources to
counties at the expense of encouraging revenue generation at the coulrties.

4 The County Enrergency [rund could be allocated from the share of resources for
county governments instead of an allocation from the national Ievel.

5. The recommendations by the cRA may not be realistic in light of the clismal
performance of the economy and challenges experiencecl in raising revenue by tl.rc
national governmeDt.

6. There was need to explain tte rationale for growing the allocation for leasing of
medical care equipment at tlie rate of 1s.09 percent to Ksh. 5,179 mi[ion for
FY2016/17 and the allocation for coustr.uction ofcounty headquarters.

7. cRA was expected to make recommendations on proper financial management at
both levels ofgovernment. It seenrs to be ignoring this vital function.

8. Most conditional allocations o counties were in the health sector but the funds were
reported not to t-each the intendccl facilities.

9. There was need to use indicators like the l.luman development Index not indicators
lil<e poverty levels and popuration in a ocation ofrcvcnues among counties. The
formula too needs to facto'in revenue generation to encourage counties to compete
on that front aud hence instill fiscal responsibility.

CRA CHAIRPERSON'S RESPONSE

In his response to the above concerns, Mr. Micah cheserem, crrairperson, commission on
Revenue Allocation stated as follows:

1. 1'he leasing of medical care equipment co.tract was basecr on foreig. currency
hence the growth of the allocati.. at the rate of 15.09 percent was meant to provicle
for the falling shilling.

2. There was wastage noted iu operatio.s of counties but equally a lot of progress had
been nrade. TlTc sorution to m isappropriation of funds lay in proper funding of the
office of the Auditor General to curb thc same.

10



3. 'l'he C ttA cannot ring fence funds meant for health purposes However pl'oPer

oversight through cotlnty assembliqs could ensure funds were utilized for intendcd

fun cti on s.

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

supporting automatio"n of revenue collection for instance in Kericho' I(iambu'

Nakuru and Machakos'

5. On financial management, the CRA had aclvised against both local and fo-retgn travel

at both levels o[ government lt hacl also decried the high number of nominatecl

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

constitution be sought to avoid crippling the economy'

6. The 5 Billion tiounty Enrergency Fund froposed was seed money and shall not be a

perpetual allocation l-o counties'

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

33olo (The percentage that was usecl in the '201'5 
176 financial year)'

MIN.NO.17I2O16 MEETINGWITHTHECABINETSECRETARY'NATIONAL
TREASURY

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

Treasury to mal<e his presentation ln his preselltation' Mr" Henry Rotich' the Cabinet

Secretary, National Treasury stated that:

1. The 2016 BPS re-empl.rasises the implementatiol: of economic policies and

structural reforms which revolve around the Economic Transformatioti Agenda'

namely;
aJ creating a conducive business environment for iob creation;

bJ investing in sectoral transformation to ensure broad based and sustainatlle

econonric growth;

c) investing in infrastructure in areas such as tralsport' logistics' energ/ and

water;
dJ investing in quality and accessible health care services and quality education

as weli as strengthening the social safety net to reduce the burden on

households and promote shared prosperity; and

e) Consoliclating tl-re gains made in devolution'

0niecentEconomicDeveropm."",""oo-::'""]:'1|llifJlJll'.:t:ni;::t;.,".,
a) On Economic growth, ltenya's macroeconomlc p

stable in the face 
'ot 

'"u 
*'oO" economic slowclown' Economic growtlt

expanded by 5'3 percent in iOfa' ln the third quarter of 2015' tlle economy

grew by 5.8 percer,t, an improvement from a growth of 5 0 in Quarter 1 and

5.6 percent in Quarter 2 ol ZOLS ' ln 2015' real GDP is estimated at 5'6

2
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c)

dl

percent and 6.0 percent in 2016 befor.e increasing to 6.5 percent in the
medium term.
On Inflation, Month on month overall inflation increased to g.01 percent in
December 2015 from 7.3 percent in Septenrber slightly above the upper
target of 7.5 percent largely due to increases in food prices.
On Exchange Rate, The exchange rate of l(enya Shilling against major
curroncies had remained stabre. This is crespite trre rise in u.S. interest rates,
impact of the slowdown of grr.rwth in China, and volatility in other global
financial rnarkets.
on Forcign Exchange Reserves, The reserves ofcentral banl< increased to 4.5

3

morrths of import covel-.
e] On Fiscal [,olicy, Ain.rs at supporling that rapid and inclusive economic

growth, ensuring sustainabre debt position and at the same time suPportinB
the devolved system of Government for effective delivery ofservices

0n Fiscal Performance, July - December 2015 he stated that:
a) Budget implementation during the FyZO.t5/16 started off on a low pace.

underperformance of trre revenues and borrowing delayed trre disbursement
of funds to the MDAs and counties. since trre colnmencement of trre current
financial year, the treasul'y had received requests for additio.ar funding
amounting to over I{sh.130.2 bilion, 'r'hese additional requests includl
expenditures to support salary shortfails, security operations, cushion
affected househords from the impact of El Nino rains, aud outstanding
payments for completed projects among others.

The following criterion was used in apportioning resources in trre BpS programmes:
Mandatory expenditures, O,-goirrg proiccts, Counterpart funds and Stratelic policy
interventions-
lf more resources were to be rcalizecl, the following priority areas will be
considered for additional resources: The five thematic areas ofthe transfornlative
agenda; lnterventiolrs idcntified by star<eh.lders during public consurtations;
lmplementation of any outstanding priorities not accommodated within the
baseline ceilings issued to MDAs such as; security operations including porice and
MJlitary Modernisation; Expansion of street lighting in urban areas and connection
of electricity in tlre rurar areas; Il'riBation programrne to e,sure foocr security and
nrodernization ofthe sector and youth aucl women programmes.
0n overview of FY 2016/r7 Budget:'r'he budget targets revenue co ection i,cruding
Appropriation-in-Aid (AIA) is zo.Bo/o of GDp from a projection of zo.3o/o of cDp in Fi
201,5/16. While on expenditure proiections, FyZOl6/77, expenditure and net
lending is projected at 28.5o/o of GDp f.om the estimated 29.60/o of GDp in the
FYzlLS /L6. Recurrent expenditu'es wiI arrrourrt to 15.0% of GDp comparcd with
l5'4o/o of GDP in Fy2015/16. The rcsr (13.50/o or rrre GDpl wi be the t:eiring for

4
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6
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clevelopment expenditures inclrtding foreigtl financcd projects On overall deficit

and financing, the overall fiscal balance excluding grants' is projected at7 7o/o of lhe

GDP in FY2016/17 compared with g,2o/o oIGDP in FY2015l16'

On resources to support County Governments he stated that:

a) To arrive at County Governments' equitable share of revenue fot VY2O1'6/L7 '

the baseline equitable revenue share allocation in FY2015/16 was adlusted

bl

by revenue growth factor of 7.8o/o' Based on this adiustment' County

Governmetrts' equitable share of revenue in l;Y20lr6/1'7 is estimated at KSh

280.3 billion.
ln addition to the equitable share allocation, County Governtnents will in FY

2016/17, receive Ksh 22.1. billion through various financing streams as

fo ll ows:

- t(Sh 13.7 billion concli[ional allocations relating to: free maternal

healthcare; leasing of nredical equipmeut; compensation ofuser fees

foregone; and, Level 5 hospital grant'

- IGh 4.3 billion in the form of a conditional gt'ant transferred from

the Road Maintenance Levy Fund (RMLF)'

- I(sh 0.2 billion in the form of a Special Purpose Grant supporting

strengthening of access to emergency medical services in Latntt and

Tana River counties, which are vulnerable to security threats'

- l(sh 3.9 billion from proceeds ofloans and grants from Development

Partnerstofirrancedevolvedfunctionswithinspecificcountiesin
accordance with the signed financing agreement for each

Ioan/grant.
cJ On Equalization Fund he stated that Funds were set aside for the

Equalization Fund of Kshs 6'0 Billior-r for the 2015/16 financial year;

Parliament approvecl the Guidelines on the Equalization Fund in 2O1-5; The

National Treasury had alreacly appointed an Administrator of the Fund in

readiness For the constitution of the Fund advisory board; the Administrator

had opened an Equalization Func{ Account No 1000183225 at the Central

Bank of Kenya; the Adnrinistrator has also received Kshs' 340 million from

the amount budgeted for in the financial year 2074/2075; and the arrears of

the Eqr'talization Fur-rcl shall be provicled for financial year Z07S/t6'

d) On County Allocation ofllevenue Bill' 2016 he stated that the equitable share

of revenue and the conditional allocations are allocated among county

governmellts on the basis of tlrc revenue sharing formula approved by

Parliarncnt in November 2012'

e) On Mediunl-Tertn Debt Managenrent Strategy he stated that the

Government's borrowing plan (both internal antl externalJ remains anchored

t3



in the Mcdium'l'erm Deht Strategy which aims at ensur-ing public debr
sustainability.

M EMBER',S CONCERNS/OBSERVATTO NS

Members expressed the following concerns/observations:

1. How was l(enya fairing in terms ofrevcnue to GDp ratio in the East Africa region?
z. There were a lot of stalled proiects that amounted to wastage of public funds. The

National Treasury needed to prioritise such.
3. There was failurc to meet revenue targets ]eading to clelays in exchequer releases.

Tlie National rreasury ought to interve,e ancl fintl ways of malring l(RA efficient.
4. Youth unernployrnent was a potential security threat yet despite the passage of the

National Employment Authority Bill, no provisions had been made for
operationalization of the san:e in the 2016 BpS.

5. There seemed to be an over ernpliasis, in the 2016 Bps, on grand pro,ects at the
expense of quick win projects with high social impact.

6. There was a n:ajor itrcrease in the allocation to constitutional commissions from l(sh
189,066 M in tlie 20]^5/16 financial year to Ksh zoa, T63 in the 2076/17 financial
year.

7. The figure for laptops remained at IGh 17, 5B0M yet the program had been changed
to a digital litcracy program, expected to cost less.

B. 'rhe Ieasi,g of medical equipment had been provided for adequately yet the l(enya
Medical Trainir:g college which was supposed to provide the health professionals to
operate the equipment was grossly underfunded.

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

10. The key Lamu Port-South Sudan-Ethiopia- Transport (LApss[T] corridor proiecr
was not allocated resources in the BpS.

11. There had been recommendations that the construction ofhouses for the police and
prisons officers should be dorniciled in the Ministry of lnterior and coordination of
National GovernmenL 'fhe sanre had been ignored over time.

12. The establishment of a forensic laboratory, funds for.recruitment of police reservists
a.d medical cover for the police where l<ey aspects not provided for in the 2016
BPS.

RESPONSE BY THE CABINET SECRETARY, NATIONAL TREASURY

In his response, Cabinet Secretary stated that:

1. The ratio of revenues to GDp stood at 20-21,o/o of GDp compared to counties in the
region that range btween l4-1,8o/o.
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2. The policy otr stalled proiects was to etrsul'e that incomplete olles are completed

before embarl<ing on new proiects. But thrc was a challenge as spending agcncies

started new ones in response to public participation'

3. KRA reforms were ir.r top gear to address largely aclmninsitrative challegcs in order

to spur the agency to efficiency. Relevetnt lcgislations had already been put in place

and a law on income tax was in the pipeline

4. The National Em1:loyment Authority shall be given support when re-allocations are

made in response to proposals fronr the BPS.

5. The government was stt-il<il:g a balance between long ternm capital proiects and

quick win, high social impact proiects.

6.Theallocationforlaptopsremainedatl(shlT,5S0Malthoughithadbeenchanged
to a digital literacy prograln becausc it was an initial investment after which the

amount shall redr"rce drastically'

7. The Kenya Meclical Training college was a key inistitution and itrcreased funding to

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

training component in its contract.

[J. On vaccnines, he indicated that the trend was to replace donor support with local

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

g.OntheLAPPSETproject,TreasuryhadaskedthelineMinistrytoreleasefundsfrom

roads to reallocate to the project.

10. On the national debt, he stated that it was thus far managcable as evident from

independent assessors lil<e ttre IMF nad the World Banl<'

11. On recommendations that tlre construction of houses for the police and prisons

officers should be domiciled in the Ministry of lnterior and coordination of National

Government, he noted that that was not the core business ofthe ministry' The same

was best done by the ministry in charge of housing'

12. On establishment of a forensic laboratory, funds for l'ecl uitment of police [eservists

andmedicalcoverforthepolicehestate(lthattheforensiclabwascrucialandshall
continue to be funded; Ksh 5 B lrad been set asicle for medicai cover for tlte police

and Ksh 600 M had allocated for recruiLment of police reservists'

RIISOLUTION

The committee resolvecl to provide the National 'l'reasury with a list of proposed re-

allocations and additioDal funding sought by various sectot's for consideration before

holding a final consultative meeting on 2nd Mal'ch, 2016'
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IVilN. NO.1Bl2O16 ADJOURNMENT

There being no oth,er bu.siness, the chairperson adjournecl the meeting at 3:05 pm..l'hc
llext meeting wasppheduled for 2,',1 March, 2016 at 3 pm.

,t
i

5tgli ...,......r...':rj/;-..-"r,.
(Chairpeison)
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MIN. NO.i i/20i6 -- PITft]I,trMINAITIES

1-he Chairpelson called llte n:eeting (o order al ?.50 pnl
welcorred all those present to nrake a self-inlroductiou.

ancl said the pr.ayer. -fhe 
Chair

MIN. NO.I2i2OI6. CONFIITMATION OF MINU'rES OI'I'HE PREVIOUS SI'I'TING

Conllruratiorr c'f the minutes of the previous sittings u,as deter.r.cd to the next meeting.

MIN. NO.I3120I6 - PIIESEN'I'A'I'iON BY TI{E AUDI'I'OR GENERAL ON THE 2OI6
I]UDGIi'I' POLICY STATEMEN'I'

'l'he Chairpersorr welcomed the Auditor Ge:reral ro rnake lris prcsentatiolr on the expenditure
ceilings of the oflice of the Auditor General as proposed in the BpS. In his preserrtation. Mr.
Edward Or"rko. the Auditot.General. infor.nred the Contnrittee thar: -

(i) 1he office of the Auclrror-General rvas allocarcd Ksh. 3.g50.000.000 lor the l{ecur.renr
l3udget and Ksh. i00.000.000 tbr the Developmenl lludget.'l'his was againsr a budgerary
request of K.sl:. 6.14i.252.937 and Ksh. 2.110.000.000 for rccr.rlr.enr and developurenr
respecliVely.

(ii) I;ollowing the uncler-ptovision of resoulces at rhe sector lcvei. the Ollice ol the Auclitor--
Gelrelai will face a bLrdgetaly dellcit anrounting to Ksh. 4.103.17M which will result into
tlrc Ibllt-rrving unhrnclcd rlajor areas:-

a) i'ersonnel Emolurnents - Kshs.449.60M

'l'he Salaries and Ren.rrrneration Comnrissinrr rcvicwecl tht: s1l31r., struclure oi fhe OAC
staf]'eflective l'' Jarruar.. 201(r.'fhe Olfice plans to rccnril 2ll0 ncw:urdiror.s to llll thc
stafl- deljcit. l his rncans lhar ihe Pcrsonncl i:. r.r.r,.r lrrrne rrts budgct ol Ksh. 2.1g3.42Mn
anarded vvill not ix crrou_ui: to pav stall salarics irr ihc 201(>-17 ijnarrcial ycar. lt.) tiris



regard. the olfice wjlj requirc a lirrthel Ksh. 449.6 M for ihe Per.solnel Enrolrrntenrs
budget of rvhicl, Kshs. 350 ir4 is lecluiLec! io covct. rltc <!ellcit for. the eristjnq stafj'

b) Donrestic 'I'ravelling .' I{shs. 82I,I

l'he mandate of the OAG reqr:ires sralf 1o rravel exrensivell,. -lherefbre. ihe Doutestic
1-:avelling itenr is verl, core to the crganizatiorr. Due to the recent i,lcrease irr siafl per.

diems by SRC and lhe expected increase irr staf|nuutbels. ihe domestic rr.avelling;tenr's
budget is expected to lise fi'orr the cuuenr Ksh.291.24 M to Kslr.400.37 M. The 2016-
I7 allocation stands at l(sh. 318.37 occasioning a deficir of'l(shs. 82 M.

c) Purchase/I-ease ol Motor Vehiclcs anrl Staf?Cxr ioans - I(shs. 300M

'l'he mandate of the OAG recluiles staff to travel erteltsjvely. tn ihis legard. availatriliry o1'

vehicles is very crucial to lhe office. The curler:r fleer of'r,eliicles o\/ned by lhe office is
not adeqllate i;r ensuling audits are canied our r,r,ithirr tlre sripr-rlated tiute periods.
l:ollorving the approval of StalT Car Loan schenre by SRC. the olllce wishes 1<> starl a

policl, v7h",'" statf use their own vehicles for olficiai worl< aflter. whicJ.r they ar.e paid sonre
rnileage allowance. l-his will save the officc millions that u,oulcl liave otlrelu,ise been
i:sed to purchase vehicles. Tlie Office would therelore l'eqLlest for an additiorial Ksh. 300
M for tl:is purpose.

d) Office Rent - Kshs. 74.42M

The office endeavr:r's ro have its plesence ir: the Cor"urties as envisageci in tlre

Constitution. ln the long ter:t. the office platrs to corrstrrrct offices a1 ever), couut\/.'fher.e
will tlrer-efore be need to renl sonte county offices belole this vision is achieved. To this
end, the Office is tequcstiug fot' the approval ol a f'urther Ksir. 74.42 M.

e) Informaiion and Communication Technology - Kshs. 184.05rn

The Office intends to colltinlre to leverage on IC'f in ot'der to delivei on its ntandate
despite the linrited resor"uces. ICT,,vill be a r:rajor component of the Office's ar,rdit

activilies arld llas budgered Ksh. 350 nrillion lor ICT eclLripnrent. irar-dwale and software.
This includes purchase of 200 Iaptops lor ner.v staff anci l'eplacenterlr of obsolete
col llputers.

in order to teduce paltelwork and increase efficiencl,. the oiganizatiorr has invested in the

CCI-l@TeamMate Audil l\4anaqel)tent Softwale wltich is currentiy being utilized ar a

limited level. l-hele ale plans to euhauce the coveroge anci nrove all the ar-rdit centers
towards Conrputer llased Auditing. The Office lcceivecl an allocaiion of Ksh. 1(r(r.89rr

for this itenr causing a deficit trf Kshs. 184.05nt.



I) () utsourcing of Audits

The Ofllce of the Aud iLor-Celleral continucs 10 encoLurter opelational linritations and is

not able to pelform all lire upcorling audits r:n ils orvn and will thus fiont tinte to tinrc
continue io engage thiid panies to per[on]] certain ar-rdit firnct.ions. l'liese will iliclude
audit of'CDF firuds ancl otlier special alrriits tlrat nray be assignecl frr>nt tinte to tin)e. [l]
this regard. the olllce has allocated Ksh.250 nrillion towards these audirs. llowever.. the
(Jffice rvas allocated I(shs.70m occasioninq a dcllcir o1'Kshs. l80rn.

g) stalT Moltgage Scheme

Following tlre SllC and the National Tleasuly guide)ines on provisiorr of car loan ancl

rnortgage schernes to stafT. t]re Office sought and got a;:lrroval ol sch(jne guideliues fi.om
the National Treasuly. The office has allocated I<shs. 800 nr secd capital rowalds this
initiative in2016117 financial year'. No allocarion has been rnade for.rhis itent.

h) !)evelopment Expentlitr.rre

Il order for the Office of Auditor-General (OAG) lo carry out its audit work elficiently.
safeguald its independence and reduce the rental expenditure. the OAG desires to have its
own offices in Nairobi. al tlte lrr-rbs and county of fices. ln the 201.i- i 4 financial year. the
Office purchased Land in Lipper l-lill at l(sh.525rn. Ir has nou,bcconte appar.enl that thc
Office is never likely to receive enough Development Vote budget for. constructing OAG
I{eadqualters. -l'he 

Office proposes to aclopr the Public-Plivate Partnership fi.arrework lbr.
the swjfl constl'uction of the proposed Headqua,lers.

PROPOSED CAPIl'AL PIIOJEC]-S

l)ro ect D esari tion

De signing atld Corlstl uction of OAG Headqualrer'
at 13ishops Road

Co:rstruction o1' Galissa i"lub Olfice

Conslnlction of Kakamega Ilub O[fice

Conslnrctioli of Blrsia count'; O1ficc

Pt-ttchase ol l-ancl aud (lonsti'rrction ol I:.idoret llul.l
oflrce

I)r-rcltase ol' i-and and Constl Lrctiorr ol NakulLr iiub
ol'fic:e

Approvcd
za15/t 6

Ksh.
million

92

6U

l0

Proposcd
7416/l't
Ksh.
M illion

800

60

ii0

l
I

I 0i)

l)roiroscd
7017178
Ksh.
m illio n

40

jii)

ll(l

l()
I

I

I
l:!..'
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Purchase of Land atttl (lonstt'uction ol' Kisunlu
FIub office(inclusive o!" I(l'f back up)

Purchase of Land and Conslrucliotr of Enrbu Hub

olfice
Purchase of L.and and Construction ol'lr4ornbasa
l-lub olfice
Purchase of Land and Construction of Nveli Hub
olfice

Consrruction of Migori county Office

Construction of I{onrabay county Oliice

Purchase of Land and Constructiotr t>f Meru
count Officc
Purclrase of Land and Construction of Isiolo
cot.l Il Olfice
Purchase of Land ancl Construction ol Narok
cou tfice

'I otaI

6() !50

(:0 izo

500

i20

70

l0

70

70

500

i)0

l0

I (.)

50

20

2.0

l[0 0901 l.

(iii) The Office of the Auditor General ought to be moved fi'om the PAIR Sector alrd back to

the GJLO Sector iu tlre budget, rvhele othe: oversight aud govertrance irrstitutions like the

EACC are currently placed.

MIN. NO. I412016 - COMMI'I'TEE OBSERVATIONS/CONCERNS

The Comnrittee made the following obseryations:-

l. The Auditor General's Office should consider seeking idle government buildings both in

Nairobi ar:d across the counties as its ambitious capital projects nray not lllaterialize

giveD the budgetary constraints tlle country was facing.

2. There were coucerns that the Auditol General's olficels especially at the coutrties had

been conrpromised and wele too close to county governments to offer any meaningful

oversight. The office needs to reign itr such cases as lhey tainted its irnage'

3. The 2015/16 allocation foy orher rearrrent expenses seems undert(ilized (Ksh 895.35M

was allocatecl yer only Ksh l52.66M had been Lrtilized). 'Ihe offlce ntay considet' a re-

allocation ol the same to putclrase []otor vellicles.

4. l'he Office hacl been allocared Ksh 402M in the 2015/16 hnancial yeal yet it liad nol been

utilized al all.

5. l'he ollic<t r.vas seeking a lol tll't.est:urces to outsource audit which is u'astelitl.

I
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6 lhe Ollice needed to audit revcnucs collecteri ar the county level instead of onlv
concenlrating on audit of funds transferled to counries lionr the national level.

Audiaor Gene ral's ResJronse

In response to the concellts raised above. the Auditor Cenelal statecl that

1. The olfice had never orvned its owrr offices. Ir relred on being housed by its clients i.e.
governnrent ntirristries and agencies and rentals. This was contributing to challenges of
ntaintaiuing integrity dr,rc to fanriliarity inhelent in such arrangements. Ilence rhe clesire
to secure independent olllces lor the office.

2. with regard to uon-utilization of the Ksh 402M. rhe procurenrenl process was lengthy
hence hindering speedy execur.ion of projects. However. Ksh 60 M had been secured our
of tl:e figure and was dlre fbr utilization. Iiqually Ksh 200M had aLeady beeu cur olT by
the treasut y due to a geueral retluction in developrnent spending across the pub)ic sector.

3. Integlity of its officers was a conceln to the office and whenever sucl: cases arose, they
were promptly investigated and dispensed with. Consranr roratiou of staff had been
effecred to cut b such vices.

4. outsoulcing of audits w'as necessary because lhere was a lot of work yet the staffing
levels wele inadequate and some audits require specialized expertisc lhat was nol easy to
maintair'r irr house.

5. on utilization uudel the ilet-n other recurrenr e\)en.tes rnost ol'the funds had bccn
comnritted and shall be utilized before end of rhe firrancial year. overall. the office's
absorption rate ranged between 5502 - 56% thus far.

6. The audit of rcventtes had been a clrallenge both at tlre county and the natior.ral levels in
ternrs of staff training fbr the same and the resoulcing of the office to et-fectively (ackle

such audits. Ilowever. the olfice was positioning itself to audir revenues continuously -
throughout tlte year at both levels of'governnrent.

MIN. NO. 1312016. ADJOURNMI'N'T

There being no otlter business. thc Chairpcrson adjourned the meeting at 5:51 pnt.'l'he next
r:reetinq was scheduledi ior lst March. 201 6 at 9 ant.
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3. Hon. Williarn I(isang, MP - represelrting the

senate committee on N4onitoring, [ivaluation and xmpact ;!ssessment F'und

i. Scn. (Dr.) Agnes Zani

2. Sen. (Errg.) Mtn'iuki Kalue

3. Sen..lttma BoY.lunlzt
.1. Sen. Geotge Kltanit i



5. Sen. (l)rol).lolur L,onvar':ga1;Lrt:

National Assembly Sce rrta riat
l. l\4r. Petel Chen.:weno

2. i\4 r. Martin Masinrlc

3. Mr. Nicholas Enrejen

4. Mr. Dennis N4ogale

5. Mr. Ben.Janrin Nginror
6. Mr..'losephNdirangu
7. Mr. Danson Kachurnbo

8. I\4s. Rehertra Koe ch

9, Mr. .lohr Mungai

Deputy Director. Corumittee Sen,ices

Deputy Director. Pallianrenlary Iludget Office
Principal Clerk Assistarrt I

Clerk Assistant I ll
Fiscal Analyst
Iriscal Analyst
Fiscai Analysl
Audio Recording Olticer
Audio Recording Olficer

MIN, NC.O5I20I6 _ PIIELIMI i! AITIES

The Chairpersolr called the rreeting to older at 9.29 anr and said the prayer. The cl.rairperson
briefed the Menrbels on the agerrda of tlre meetine as follolvs:-

(i) Receivc submissions/presentations flonr depaltnrental Committees on the 2016 Budgel
Policy Statenrent; and

(ii) Reccive prcsentation fror:r the Senate Commiltee o:r Monitor-ing- Evaluation anrj lntpac1
Assessnrenl Fund ou the proposal to allocate Ksh. 1 Billion thlough the Parlianrcntary
Sen,ice Comrnission br:dgel fbl senators to can'y out urolitoring. evaiualiorr alrd inrpact
assessl,Ilent at the coulrtv level.

N,IIN. N0.06/2016 - CONFIRMA'i'ION OI? JVIINTJTES OF TI{E PII}iVIOUS S]I'TING

Confirmation of the Milllrtes of the ptevious sittings u,as def'errcd to the r'text lneetiug

]\,IIN. NO.O7l2016 _ PIiESENT,ATIONS I]Y I}EPARTMEI.\.fAL COMMiTI.EES oN
.ftrJE 

2Oi6 I]IJDGET POLICY STATITMIi,NI'

'flie Cltairperson invited the chalrpersons to rnake presentations on their Comrnittee's
recommendalions with respect to the 2016 Budget Policy Statenlenl. fhe following presenlarion-s
rvele tnade: -

l. I)cpartmentaI Comrnittee on Administration and Nalional Secur-itv

l he Chairperson. Ilor:. ;\sntan Kainallir. Mil, in(irLrnerl tlte Collntittcc tl't?tt:-

(i) 'lhc 
[)e1ta rtnrertlal Corntritlee orr Adrrirristlation iLncl National SccLrriry or,ersights thc

PIesitlcncl, Vote 1021: Stiiic !)el)aitnreut lol'lntrrior. Vore 1022: Statc I)c1:lrtnrent ol
('ootdinatir;n oi l.Jatiorrui ( i,r\ clr'ur.)C1rl. \iolc ?(17 I : I hr: I)Lrhlic St'r'vicc ( orrtnrissior:. Vorc

)



2101: National Police Selvi,-c (,rtrttnissiot.t. Votc llrll irrld fllc Independent Polrce

Oversight AuthoritY.

(ii) After a critical consideralion ol lhc 2016 Budget I'olicy Statcmetrt [lle Cornmittee

reconrnertded. tlral: -

a)TheHouseapproVesthcceilingsof.Ksh.8,Ti.tmilliontbrthePresiderrcy.vote
l0l I . Ksh. 20,341 mitlion for rhe Srare Departlncnl of Coordination of National

Govenm]el]t. votel022. and Ksh. 1,163 million for the Public Service

Comnrission. vote 207 !. as submittecl to Parlianrcnt by the National 1"t'easttry.

b) The House approves icsoufce ceilings lor state Departll]ellt fol ll]leriol: vote

l02lbereducedbyt<-sh.2l3millionhonrKsh'1l3,183toKsh'112,970
m illion.

c) 1'he resource ceiling lbr ihe lndepender-rt Policing oversight Authority vote 215i

in the 2016/1 7 Financial ),ear be increased by Ksh. t50 Million from Ksh.416

Million to Ksh. 566 million ro facilirate decentralization of set'vices tluough the

establishrrent oi five legional offices.

d) The resour.ce ceiling fot.rlre National Police Service Comnrission vote 2l0l in

the 2016/17 Financial Year be itlcreased by l(sh' 63 million from Ksh' 430

Million to Ksh.493 mifiion. Ksh. 51 million ro used to facilitate the completion

of vetting o[ officers ln lhe mnk of chief lnspectors and lnspectors and Kshs. 12

miltion for [l]e recruillneni of secretarial $af f'

e) The Police Housing Projecr ancl the leasing of motol vehicles for police should be

donriciled under rhe Srare Departnrenr of Intelior as per the House resolutions on

rhe 2015 BPS. The prisous housing project should also be dorniciled in the State

Departnrent of Corlectional Services.

2. l"he Departmental Committee on Agrictrlture, Livestock and Coopcratives

The Chairperson. Hon. Adan Nooru. MP ptesented as f<rllows' that:-

(i) The coDrnriltee oversiglrts the stale depaltnletrts of Agriculture; Co-operative

Developnrent aud Malketing: Livestock & Irishelies Development: and lrrigatiort.

(ii) Afler- a critical consideration of the 2016 Butiget Policy Statement the Comnrittec

reconrnrended. that: -

(iii) The pr.oer.ams shoultl be inrulenrented with their allocations as stated irr tlre FIPS.

t.e.

,



OdJO

4.69 5

-191

r.1,857

\/ote Dct a ils

Sta te Depaltrne nt of Ar:r'icu lt urc

Slate Depaltrrtent Ibr Livestock

State Department lor I;ishelies

Ministry of lrrd ustlializarion and

Enlerprise Developntent

State Departrnenl of Water and

Irrigation

I't ogra nr rnes

Clop devc loptret]t and

nraIap.ernenl

Agr ibusiness and

gel].lenIinlorrltrtion ntatra

'i'o1'ALS

Livestocl< resource

nranagement and

developmenl

l'-isheries developnrent and

nlaltagem€r'rt

Cooperative Developnrent

and Managemcnt

IR";rrrc( ltlt's iitotn-
rcqurrcmcnl ccilings

9.999 .1.207

:r7.t45

I 9.94 i
2.164

117

l:i.34d

9.503

lJ{9

lrligation

reclanration

anci land

(iv) The Nationai and Couuty Governmeuts should establish a rrechanism to ensure rhat

at leasl l0% of the national budget is allocated to thc agricr.rlture sector in

accordance with the Maputo Declaration.

(") Gurdelines should be fonnulated on hon, infornral.ion canied oul by national

researclr institutious such as KARI. Kenya Sugar Research l;oundation. Tea and

Coffee l{csealch Foundations can bc disscnrinated to thc counties for mutual benefir

of tlre two levels o1' Covcrunrerrt.

(vi) 'fhe Ministry should Priolrtize its lir.uiterl budgctarr allocalions for e{I'cctive use
suclt as errdeavorirlu lo cotnplete onuoirtr ;:n.-jects such as Kenva Meat ('1rnrnrission

anrotlg othct's..Atl addili()t1al Kshs.i.(! lliili<;rr Lrc allocateci to the Slatc [)e1:artnrenl

of l-ivestock & [islrcrres to conrplerr. tiri: !tinrtrlus Pr.oqranltrc

(leneral adnrinistrariorr and

sLrpporl services

I

I

_-l

I

I

I
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lvii) Ihc National 'l'reasutv st]ould lelease iirnds ro tne rttinislties as budgeted to zlvoitl

accu ntulal iot't oI Pending I: ills

(viii) Collabolations shoulci bc <stat-',lrshed b,v the tri'r; ieveis ol' goverl]i]lent olr ltorl

br.rdgerary allocations calr i.rc r1ri,,d e for the r'stablishtttent ol seed and leltilizer

subsidl, fund and livestock atrd crop insurallce scllclr:e'

(ix) A further Kshs. 2 Billion siroLrld be provided fbl Youtlr rn Agricultule Progt'allrntes:

Kshs. S0 Million be providecl {br snrootlr operat ionaliz-ation of the l:isheries Bill:

I(shs.56 million be provided fol the Fish Quality Laboratolies; Kslts.l50 Million
be plovided to cater for llLlcluation of currelrcy.

The flepartmenta! Committee on llel'ence and Foreign Relations

The Clrairperson, IJon. Ndung'u Gethenji- MP presented as tbllows' that:-

(i) 'l'he Committee oversighrs the Ministly of Dei'ense; Ministry of Foreign Affairs &

Inrel.trarional Trade; Narional lrrtelligence Service: and lhe state Departnlent of East

A{i'ican Affairs.

(ii) The Comnrittee afler clirical considerarion ol the 20 i 6 Budget Policy Statetrrettt

recotnurended, thal:-

a) An additioual Kshs. .54.270 nrillion be soulced fi'orir any other goveluluent

departnlent to enable the Kell)'a Defeuce Forces catry out its modentization

programlne anci effectively deliver on its tllandate wliich is the anchor to economic

growth.

b) in addition to lhe MinistlY of Foreign Affairs and inlernatioual Trade ceiling o1-

Ksh. 14.232 billion as contained in the BPS. Ksh. 6 Billion be soutced ft'olr auy

other departme)lt to enable rhe Ministry accot:lplish its obiective or acquiring nrole

persomel ancl tacilities lor K-eni'a'5 foreigrr nrissions abload in line rvith l(e va's

ecorrontic diplomacv.

c) In addition to rhe BPS ceilin-s of K.sh. 23.8 billion. Ksh. 5.4 million be sourced from

aI]yotheldepar.tmettttoenableilreNatiorrallrrtelligenceServicecarrvoutits
nroderuizaiion progral'lllre and eifecLivcly delil'et' on its Illandatc

r/) 'fhe State Deparrnrenl of'Easr Airican Affairs BPS 2016 ceilings ol l(slr. 1.663

rurillion be retained to eDable rlre clepan:Ien1 achieve its i]lalldate of '"1'idcnirlg and

decpe n irte tegional Itrteutiltiott



4. Departmentai Comrnittee oi: Education, R.esearch and 1'echnologr,.

'l-he Chairpelson. i-lon. Sabrlra Chege- MP presenred as follorvs. that:-

(i) -l-he 
Committee o'elsighrs rhe Natiorral Conrnrission lor Science and lechnology and

lnnovation (NACOSTI): Ilrgher Education Loaus Board: Corrrmjssron fbr [Jniversir),
Ilducation (CtJE): Kenya Unive:sities ar.rd Colleges Central Placernenr: l(enya Insritute of
curricu.lum Develop.renl il(lCD): Ke;rya Education Management lnstitute (KEMI):
school Equiprnenl Prot'iucrion Unit-SEPU: Natjonal Council for NonTaclic Education in
Kenya NACONEK: Kenya Narionai Cor:rnrission lbr LINESCO (KNA I'COM); Kenya
lrrstilule of Special Etlucarion (l(lSE): I(enya Narior.ral llxanrinatiou Council (KNEC):
.lorro Kenyatta Founclatiorr (JKF): Center [or Nlathematics Science alr] Technology
Education in Atiica (CEMASTEA): Kenya Narionai Qualificarions Flanrewor.k Aurhoriry
(KQF) - Newlv Launchcd: Lrniver.sity Irunding lSoar.d - nervly Launcheci.

(ii) Aftel consideralion ofthe 2016 Budget Policy Staremel:t the Conrnrinee agreecl with tlte
overall Education sector resource ceiling as pr.esented in tl.re Budget policy Staternent
2016. Horvever. the ccrrrmittee proposes leadjustr.uents in some progralnmes as
follows:-

(a) 'fhe General Administl ation. Planning and Support Services progr.an.rme budger

under the Slate Deparimeut of Science and 'l'echnology be reduced b1, Ksh. 300

nrillion to renrair al Ksh. 1.394 billion. l'he leallocated l(sh. 300 rnillion bc

distributed to the follor.ving programmes to enhance the clevelopmenr projects:-

ilrogramme Am ou111

(I(sh
il{ ill io n s)

Purposc

Secondary Education r00 Mitihani I-louse crrns trLrc(ion

I{esearch- Science. Iui'rovzrlion

and management

'l-eachers Scrvice Conrnr issiorr

Fast tlackiug the completion ol'NACOSTI

headquarlers

lc0

i0t) To ihcilitare ]'SC l-ield Olfi

effcctivcll, disc|a1ge tlreii'esp.trsibilitics

ol sr.rperr.ising orr curricuIunr delivcr-y

CCTS Io

(iii) Arl :tcicliiionll i"si;. i i.2 l.tillion be aii,r.;rlcci lo lake cilrr r;l ilrc iirllorvirrg

irllcr\,!l'lit\)t1S iLrr iitr''ri. iti tntlrrrir.t,r,.ili t)l it(.illt;rili.u trl ,-..jrreiiiioit

6
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E,ntity ! n tervcntion Amount
Bill io ns)

'feachers Sctvicc Cottr trt issio n Paynrent oi' retireci tcachcrs
anea!s irt as otdercd bv the

Suplenre Court. -fhe

Comnrittee proposes that the

paynreni of Kshs 6.6 Billion
could be done iu three lrauclres
of Kshs 2.2 Billion in each

tranclle.

?.2

Recru ilnrerrt of 10,000 teachers

Plonrotion ol' Teaclrers in
various caclres

To conrmetrce the process of
equipping of the 60 'f'l'l's
which are near cotlpletion
u,ith nrodeln ut r11enIs

State Departnrent of Education Decongestion and

refurbishment of National
Schools to cover phase I 25

sclrools fbl a liod of 4 C AIS

Total

5. The Departniental Committee on Finance, Planning & Trade

The Vice Cl:airperson. Hon. Nelson Gaichuliie. MP presented tlrat:-

(i) The comtnittee oversighrs include: 'l'he National Treasuly: The Ministly of

Devolurion and Plarrniug: The Miuistry of Industrialization & Enterprise

Developnrenl: The State Departluenr of conrnre:'ce and 'l'ourisnr: -fhe Salaries and

Renruner.atiop Col:rrrission; Tlie Conu:]issiOl on llevenue AllOcation arrd the

Controller of Budget.

(ii) After considera(ioD of the 2016 Budget Policy statellrerlt the conrnrittee

leconrmended that:-

a) Due to the prevailing budgetary coustlainls, the total ceiling fol the Salaries and

Renruneration cornmission as ser in rlte ploposed BPS 2016/17 be maintained.

I

I
I

i

I

I

Techrrical Vocational Educatiorr
and Training

b)

c)

The ptoposed lunds ceiling ibr the Courmission on lleverrue Allocatiorr be

maintained as per the 2016 BPS.

The Minist;y ol Devolutintr antl I)lanrting sllould specdily conr:lrtde the rcseltlel.llelll

ol' rhe IDPs. Arising tiont tire rluplicariorr ol el'lolis b}, varioLrs govel'r)rllcnt

1.8

0.5

Lt.?.

i
i

I
I

I
I
I

J



agencies. in particula'o, rlre strelrgrhening o1'devolurir)n through capacity building
of cou.t), _qovernmenrs. arrd coupled with thc. lir:rited funds lo finance the budger.
no additionai l'r.rnds should be allocated to the Ministry.

d) -l'he office of the (lontroller of Budger shorrld rarior:aliz-e its buciget so as to re-
ailocate funds io rlre stalf pension scheure for the ncrv stafT which r.equires
Ksh.12,721,483.

e) '['he Stare Depatlt]ter]l lor 'l-ourisnr should nrerge the SAGAs with ovet.lapping
mandates to creale a coherent. leaner and eflicient entity that carr be adequatelv
lu,ded ro achieve the optinral retulns in te.n:s of out purs. An addirional Ksh.l01
Million be reallocaled to KTB (-l'his is ro come fiom a reduction of Ksh. 50
Million and Ksh. 51 Million fr.om Bonras ol' Kenya and Tourisrn Funcl
respectively).

f) 1he total ceiling fo'the srate Departlnenl foi conl:relce be retained as se1 in the
BPS 2016/17 due to rlte prevailing budgetarv conslrainls.

g) The Ministry of I ndustrraliz-arion ar.rd Enterplise Developnrent shoultl rationaliz-e irs
expenditure to accourmodare its core projects r.vithin rhe proposed ceilir.rgs in the
2016 BPS.

h) No additional allocarions should be rnade [o rhe Narional Treasury's 2016/l?
budger.

i) I"ollowing co.cerns o. tlte countr)..'s debr sustainability. rhere is need for
dowuward revieu, o{ tlic extertral debt limit. fhe National ]-reasury shor-ild
undertake intervenlions in public expenditule so that the envisaged fiscal deficit of
3o/o by 2021 is achieved.

i) 'rhe National r'easury should pa'rner with the Ministry of l'lbrmario^.
Cornurunication and 1-echnology in the laying down of'the fiber optic in every
coulrry to ensure internet corlnectivity in older to maxinrize the elficiency of the
system.

6. 'l'he DepartmeBtal Committce ou Hcalth

'l'he Chairyerson. Hon- Dr. Rachael Nyarnai. MP. pr.esentcd thar:-

(i) The Comntitree oversights rhe Minisrrv of l-lealth. The Kenyatta National
Iiospitai. Mor 'leachrng 

anri llel'en.al Hospiial. Kenya Medical -l'raining 
College.

Kenr.,a Medical Su1:plics n uthorily. Natir;nal llospital lnsurirrrcc litrntl. I(en],a
Medical i{esearch institLrre ancl Narionai Aids arrcl Contiol CoLrncil.

tl



(ii)

I-Iealth PolicY,

Standards and

llegulations

General

Adnrinistration

and SuPPo(

Services

r\llcrconsitleratr()rr()lll)!'?0i(rlitrtigull)i)irc\:-':ilerllelltlh('{ol11l'!lllic'i'llildcll'rc
lotiowirrg rccolll rrr(!',(iii i iol1) tllal'-

a1 fhe ovelatl e-r1:etlclllrtr': cslilrlatc ceiiing li'r lll': :l':alth seclot' iilr iinar:cittl yeat

20l6ilTshoultlbeadiLrsteoxp"^t2rds[lorr:['1si'i9'575billiolras1.)crthetsl)S
20i6 to Ksh. (r1.0()i billion.

b) A reduction be t.llatic irt tlre ex1:enditrrrc ccilii.tg estir'llaie loI llle followtng

specific pltlglarlrtrlt atrrl sttir-pt'oglall'lllrL':'

R:rtiouaieReductions2016111

Allocations

Program/ProjectSuh-progrzrnrP rogra tn

This is to

allow for

absorption of

the previous

allocations to

give room for

funding other

clitical

services

500 nrillionIBSP 5.3 Llealth

Standards and

Regulations

The

Cooldination

of ErnergencY

and Disaster

fesponse is

done by both

the countY

ancl national

govetnn]ct1ls.

100M124iV

Construction

&equipping of

health centers in

slums

Emelgency and

Disaster'

Respotrse

SP 4.I Genelal

Adr:rinistt ation

(r00
I'OTAI.

SAVINCS



c) 'l'hc 
sar inqs oi I(sir (r0r) rniliion rrrar'le lionr rire reducrior.rs irbovc shouli.l bc

reallocalcci to thc' lbllcrving progra*arcs aad surr-progranr as shorv'r in thc rahrc

belou,:

Nalional

Referra I

and

Specialized

Services

su b-

pt.ogram

SP

National

Referral

Ilealth

Services

7.I billion

109.5

Million

2_r0

Million

100

N4 illion

I)rog ra nr/F'roject ?atut7 llationak.

Proculerlent of

Specializcd nredical

equipment (Bunker

and linear

accejerator)

Rehabilitation of the

hospital lhcjlities

and General

Operation.

Allocations

in Ksh.

Additional

lunding in

Ksh.

KNI !

National

Refc rlal

and

Specialized

Services

National

Referra I

and

Spec ialized

Sclv iccs

Natiorral

Mathari lvlental

Llospital

SP 2.7

Specializ-ed

Health

Selvices

National Spinal

i njury Hospital

National ii
l-r'linsliisioii

SP 2,4

84 Million 50 Million

I -i i \,lillroir

RehabiIittrtion of the

hospital lacilities

and Gencrzrl

Opera(ions.

Iitli rral !-orcnsic

J) r'o8ra nl

National

lleferral

and

Specializ-ed

Services

SP 2.1

National

Referral

Health

Services

Procul entenl

Specializ-ed

equipment

and

accelerator')

or

nredical

(Bunker

lineat'

MTRH 4.8 7 Billion t00

Million

SP ?.2

Specialized

Health

Services

ot-.tl r00 ir\ l)ilnsir)n 1)l hl0orl

l



e) Kshs. !5() Miltion bc teallocarecl torvarcis estabiishnrctrl ol it Nationai L,aboLrr Market

lrr fornlat ion Systent-( l.M IS)

0n additional req uests

f) Ksh. 734 million rowar.ds esrablishing the Natioual l'iulploynlent Autllority.

g) Ksh, 1.3 Ilillion ro llosr rhe 2017 Under l7 world Youth chanrpionships in July

?017.

h) Ksh. 500 million towards settirig up Anti-Doping Agency of Kenya (ADAK) irt an

efforr to clear the coutltry,s inrage and serisitize its sportsnren and won:en on dangers

associated with the doping ::renace in line with the gtridelines of the World Anti-

Doping Agency (WADA).

i) Ksh. 800 rnillion in the 201 6/i 7 Financial Year to procure arr tickets, equipnrent, pay

accommodatiolt and allowances for athletes and officiais in the 2016 summer

Olympics in Rio De Janeilo. Brazil .

i) Ksh. t20 million to carer tbr operation and mainrenat:ce and Persomel Emoluments

in the new State I)epartnretlt of Culture and the Arts

k) I<sh. 190 Million for Productiviry ImprovemeDt. Measuretnent and Prontotiotr.

l) Tr.ansfer the Nalional safety Net funds from developtnent vote to lecurrent vote.

m) The resources for the Cender and Youth Elnpowellnenl programnies shottld be

caplured in the budget for the Ministty of Public Servrce, Youth arrd Gender Affairs.

Departmental Committee on Tr{nsport' Public Works and Housing'

.fheChairperson.Horr'MaiIlaKarnanda.MPpresentedonthe2016BPSasfollows.

that:-

(i) The comnritree over.sighrs 1be Ministl y of 'fransport and lnfraslruclurei

Depaftment ol'Housing and Directorate of Public works in the Ministry of Lands.

Housing & Urban DeveloPtlenl.

After. consicleration of tlre 2016 Buclget Policy Slatenrelrl the Comrnitlee tlrade tlre

fotlorving tecotlnrendations. that:-

a)ThedevelopnretrtceilirrgfortheSlateDeparl'nrelrttobeinct.easedbyKsh.26.6
billion ro cater tol. current and capital transl'e|s to Gol,et tlnreltt agencies. with

I(sh. 200 nrillion allocarecl ro NTSA ibr the intpleurentatioll ol road sal'etv actiou

1>lan. u r.Lrar.r clor]. l) Lrtel. Railrvay systenr (l(sh. 15.55 billion). sesond llenel'atioll

s'tart card based clrivins liccnse (Ksh. 5i0 rlrilion). ioll otrt ol Secontl (lt:rtelalion

( ii)

1:l



Nunrber plates stickcr'(Ksh 300 nrillion) and Ksh. l0 billion allocarecl to lhe
developnrent o1'thc first three berths al llle Porl ol'I-anru ra,hose coulract sunt js

Ksh. 42 hillion

b) An additional 22.2 l7 billion be allocared ro rhe Srare Deparrn.)enl ol'lnfr-astructure
to cater lor pentling bills (KeNllA - Ksh. t8.6 billion. KellRA - Ksh. 821.4
nrillion and KIJRA - Ksh. 2.8i billron). Ihe Comurilee therelbre recornnrends
that the ceiling bc iricreased frorn Ksh. 1i4.545 billion ro Ksh. 156.762 billion.

c) The State Departilent ol' Public Wor.ks rvas allocated a ceiling of Ksh. 1.66
billion. Thc State I)cparlrr:ent ltas ar.t oulslanding pending bills porLlolio ofKsh.
1.67 billion (conrprising ol Ksh. 1.591 llillion for 40 stalled governrnenl
buildings and Ksh. 8i.i rnjllion lbr lbot bridges). The Srare Departmenl also
requests Ksh. i.394 bjllion. broken tlorvn as loliows; Ksh. 2 billion for ongoing
governntent pro.jecrs. Ksh.330 million lbr rl-re Narional Construcrion Aurhoriry.
Ksh. 629 million for tlre economic stintulus progra)n district lrcadquarlers and
Ksh. 4i5 rrillion tbr the refurbishrnerrr o1'rhe sr.rpplies l:ranch. ln conclusion the
Commitlec theretbre recomlnends a rotal aclditional Ksh.5.0(14 billion in lhe Fy
2016111 ro rhis Srare l)epartnrenl rhLrs increasing rlre ceiling lrom Ksh. 1.66 ro

Ksh. 6.724 billion

d) The Ministly of l'r'anspolr and in liaslr'uc1tr re rotal budget ceiiing bc increased
fronr Ksh. 265.298 billion ro Ksh. 314.I I 5 billion to cater [or pending bills and to
allorv the Ministry ttr turdertake the key clucial infi.astructurc plojects.

e) The State Deoartnrenr of Housing and Urban Developnrenl is facing a short fall in
budget of Ksh. 4.01 8 billion. l'he lirnds were rreanr for inrplenrentation of GoK
counterparl lunding for Kenya Municipal Program (KMP) - World Bank projecr
(718 million). thc constluction of Narional Police and Kenya Prison housing unirs
(1 bitlion), conslnrclion of 5.072 housing unirs in Mariguini (2.000) infornral
seltlement and Kibera Soweto Easi z.one B (3.072) - (Ksh. 1.9 billion) as well as

the promotion of Appropliate Building Marer.ials and 
-l-echnologies (ABMT) -

(Ksh. 400 million). 'l'he budgcr cciling ol' rhe Srare Depanmenl should l>e

increased jionr Kslr. lti.58 to Ksh. 22.598 billion.

I Due to tllc illconsisteucies caused uv the lack of transpalency concerning tl.1c

Iload N4aintcrrance i;uel !.cvv Irurrd collcctiotls. thal lras r.esr,rlted irr

undcrstatcn rcr'rt ol'thc collections ol rhe lircl levv br Ksh. 9..i79 billion (irrtcrrdcci

Ibr the low volrrrric scal roads) untlci ilre ill)S !t is tlierclbr.c rcconrrnended tlrat
ihe national ircastrrr pn:r,idcs adeqrririe doe rrrcntatior.r rclatiilr to tlte brcakdou,rr
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7. Departmental Committee on Labout and Social Welfare

The Chairperson. l'lon. David We:e. MP. preserlted that:-

(i) The Conrnrittee oversigirts tlre Mirristlv of Spol ts. Culture & lhe Ans. State

Departnrents lol Labour. Social Security & Selvices' Youth & Gender Affairs and

the National Gender & Equality Cotnrr:ission.

(ii) After scrutrnizirrg rhe 201 6 Budget Policv Statement, the Committee made the

lollowing reconrnrendations. that:-

On re-allocation:

a) Ksh. l5l Million be leallocated front tlre Ministry of Public Service, Youth and

Ger:der Alfairs NYS Programme to National Gender and Equality Comr:rission for

programmes ( I 00 Million) and emolun)ents (5 I Million).

b) Ksh. 100 Mitlion bc reallocated frorn the Ministry of Public Service. Youth and

Cencler Affails. NYS programnre to the programme of employrnenl pronotion in the

Ministly of Labour for the establishnrent of two limployn.rent Attaches in the Middle

Easl Countries (Qatar and Saudi Arabia).

c) I(sh. 400 Million be reallocated fronr the Ministry of Public Service. Youlh and

Cender Alfairs. NYS progranrme towards conservation of National Heritage Sub

progranllre of which 250 Million will be used in restoratiolt and refurbishing of
monullletrts by the National N4useums ol Kenya and Ksh. l50M for personal

emolurnents.

d) Ksh. 250 mitlion be reallocatcd lrom tlre Ministry of Publis Service. Youth and

Cender Aftairs. NYS progranrrne to -[he Kenya Film Classification Board of rvhich

Kshs l00Mn will tre lbl personal cmolulttents and tlie lemaining l50Mn for public

awalerless on tilnr consurrrptioll. r.rl)grading ol' lllnt exanrinatiotr atrd classification

equiprnent arrtl exparrsiorr ol'lhc i:a1:acitv ol titc'lrloadcast trtortitotittl; cclttiptt:ent.

))
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d) The National Treasuly mobilizes adclitional financial resoulces to fund the

lollowi:rg critical and specialized national goverrrrnenl licalrh functions wlrich

have been grossly underfunded as pel the BPS 2016 exoenriirule estimate ceiling.
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ol' the Road Mairitetrirrrcc lruei l.evy Furrd and tlte allocations lo the l'elevalll

spending agencies '['his practice should be carried tbtth into future Budget Policy

Staternents.

9. Dcpartmenlal Committee on Environment & Natural Resources

The Chairpersorr- l-Iou. A.rnina Abdalla, MP presented that:-

(i) The Comnrittee oversights the State Deparltrent f'or Environment and Natural

Resources (Vore 145 ,): Srare Department for water and Regional Authorities

(Vote 146); Ministry of Mining.

(ii) After a critical cor]siclclariorr of the 2016 Budget Policy statement, the Comnriltee

rnade the following recomtttetrdations, tlrat:-

a)Ksh.2billionbeallocatedtotheMinistryofMirringtocan.yolltthemuchneeded
Nationwide Airbolne Geophysical Suwey. An additional Ksh. 786 million be

allocated to the Ministl.y to cover a funding gap needed to stlengthen and enable its

institutions to change the fiscal regime (taxes and royalties) and the legal

framework as shown below:

" Geological data bank @ 330 million

o Modeflrizing & equipping accreclited niinelal certification laboratory @ 200

million

Geological survel's and equipment @ 300 million

National Mining colpolation @ 100 million

Mineral Rights Advisory Board @ 70 million

Mining lnstitute @l 100 million

Online transactional rrrining cadastre porral @ 50 million

Minelal Metals and cotnnrodity Exchange @50 million

Special Minerals econonlic Processirlg zorres @ 100 million

Mineral Audit unit @ 100 rnillion

Survey and nrapping ofnatural resotllces (n)500 ntillion

Field research and erploralion @ 100 million
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b) Ksh. 3 billion be allocateti to the Minislry ot Water anci irligatron for conrpensalion and
resetrlernent ol' peoplc occupying danr site areas (Mwache and LoweI Nzoia). 11 is
imporrant to note thal rnosl of the new danrs under consideration are to be lunded bv
developnrent partrrers rvho do not pay for compensation ro resettle displacecl people:

c) Ksh. 5 billion be allocated lo lhe Minisrry- of watel and Irrigation for GoK counrerparl
I'unding of pro.iecrs:

d) Allocate Ksh. I50 million ro the Mi:ristly ol water anti h'r'igation for water storage and
snppl ies enrel genc)/ Iittet ventionsl

e) Although the recurrent expenditure shortfall at the Ministry o{'Environrnenr. Natural
Resources & i(egional Developnrent Atrti:o.iries slands at Kshs. 1.72 billion. the
Comnrittee Leconrrrends only addition of Ksh.300 million ro Kelio valley Developnrenr
Authorily. The Authority has demonstrated that wirlr this money. it wili be able to clear
ils arrears of Ksh. 152 nrillion and underlake a voluntary letirenlent ploglantnte thar will
reduce its annual payroll by Ksh. 102 million;

I) Allocate Ksh. 200 million ro Ta.a and Arhi-l{iver I)evelopment Aurhoriry (I AIU)A) Ibr
the Kieni inigation p'r.r.iecr ro pay pending bills tbr this p'oject that has been ongoing for
long:

g) Kenya ls not exploiting thc existing bamboo resources in the country estin:alcd lo be over
165-000 hectares u,hile a country like China whosc Anji County. a counry in Southern
China. has only 70.000 lrectares flom which it has cleated a multi-billion irrdusrr.y-
generating USD l8 billion annually. In lhis regald. tl:e Committee reconrntcnds rhat Ksh.
I billion be allocated to Ervaso Nyiro Sor"rth Development Authority fbr banrboo sector
developrnent. -['hese lirnds wrll be used to prol'nore production of seed)ings ancl growing
of bamboo as well as explore private - public- partnelships in value adclition wlrich will
leduce importation of banrboo products;

It) An additional Ksh. 170 nrillion be allocated ro Era,aso Nyiro Sourh Devclopmenr
Autho ty to enablc rhe Authority conrplete a leathe'tactoly project: this Iactory is geared
at creating emplol,trrent ancl also value additiorr to skins and hides gcneraled aropnd thal
area for econorrr ic glowth

i) Ksh' 4 billion h,e allocated to the Minisrty oI Euvironnrent. Natulal l{esources &
Ilegional Developnteut ALrthorities to en.rble it to conrpensate victinrs of hunran-wildlife
conIlict:

.1) Ksh. 3.3 billion bc allocalctl to llegional l)eveloprncrrt r\uthoritics ro scttle pcndilg trills
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!0. Ilepartrnentel Committec on F)r.ergi', ( ornnrunication & ir.fbrmatioti

The Chailperson. Ilor,..lantleck F(arnarr. MP prcsetttcd tlrat:'

(i) 'l'he Comrnittee oversights rhe Minisiry ol'Energl,and Pettoleutrr an<l tlre N4inistr',v

of lrrformation, Conrnrttn ication and Technology.

(ii) After a critical consideration ofihe 2016 Budget Policy Staieurertt the Conlmtttee

nrade the lbllowing Leconrnrettdations. that:-

a) TIre proposed total ceiting of l(shs. 11.2t8 billion, conlprisrng oi Kshs 8.28

billion as developtrtent and Kshs.2.93 billion as recurrelll be tnaiul.ailied

b) 'l'he Ministry priorrtiz-es its allocation towards on-going fiagship ploiects so as to

be delivered without firnirer delay.

c) ln view of the huge shon fall itr resource requirenrent. the ICT sub seclor be

considered lor enhanceci allocation in the mediutlt temr.

d) 'l'he Ministry prioritizes the rcstl'uctuling of KBC witlr a view lo setllin-q its

outstanding obligations and sel the state corporalion on a sound financial footing

capable of con:periug in the rnedia sectol and atrtact atrd relain qualified staff

establisturrent. KBC as a nalional broadcastel be srrpporred and resourced to

enable it to achieve global standards of a national broadcaster.

e) Konza tecltno city be anchored on a iaw to elaLrle it att!act iot'eign investment.

I l. Departmental Committee on tr,ands

The Chairperson. Hon. Alex Mwilu. MP Preser'tted tltat:-

(i) The Conuuittee oversighls tbe Ministly of Lands- Housing atrd Urban

Developmenl and the National Lands Conimission

(ii) After a crirical consideration of rhe 2016 Budget Policy Statenrer')t the Committee

nrade the following reconlntendations. thal:-

a) The Ceiling for the (icneral A.dnr inistlation. planning & Suppon services in the

Narional l-ands Conrntission be leciuced from tlie Ksh. 1077 Million to Ksh.250

Million:

a) Kslr.200M be reallocared tl'onr the Cenelal Adrn in istratioll. planning & Support

services o1'tlie Natiorral lands Corrnrission to the i-anci disputes and conflict

17
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rranagernent tnakinc tlte total till lhc prosta,nnte to Ksh 25() M to cater for

dispute resolutioir:

b) Ksh. 627M hont the Ger:eral Admluistration. planning & Supporl services of'the

National Lands Cornnrission ro be lealiocated to the land policy and plannine

ploglanrne in the srate I)epaltnrenr of Lands for reseltlemejtt of squatters

through the SF'f in rhe areas reconlnlellded by tlie Corrrnritree in its various

House reports and buildrng of 20 rnote registr.ies coLultrywide as hereunder

tabulated:

Progranrme lReductiorr/ Ncrv

Ce iling(Millions)(lcilings

20t6/17

(M illions)

I ncl'ease

(Millions)

General Admirrrst rat ion. planning &

Suppolt services

107 4 621

t 071 (82 7)

7701

164

90

Land D:spute

Management

and Conflict 50

Totrl 8.455

12. I)cpartmentai Committee on Justice and Legal Aflairs

The V ice-Cl:airperscn. Holr. Pricillah Nyokabi. MP;:r.esented that:-

(i) The Courrnitree undertakes oversiqht ovel.the Otfice ol the Atromey General &
Departlneut ol'.lusrice. Ethics & Anti-Corr.uption Comrrrission. Kenya National
Conrnrission ou Human ltights (KNCHR). Olhce of 'l'lre Director. Of Public
Plosecutiorrs (ODPP). Registral O1'l)olitical Pat.ties (l{pl)). Witness protection

Agencr, (Wl)A). Conrnissiou on Acinrinislr.arive.lusrice (CA.l). The.ludiciarv ancl

.lutlicir I Scrr rcc Courrlission.

-l hc ( ontrniitee irar,in{ culsitlcletl rhc 201(r f}udger Polic;, Sratcment the
r-e corn nreniis. lhai:-

Land Policy ancj planning

I-and Adrn in istlation & 1\4anageruenI

NI.-MS

t64

90

2s0200

0 8,455

(ri)

l:)

1250

__J



a) The ceiling tbr the .ludiciary shotrld bc itrcrease<i by a iurthci Ksh.l hillion to
catel lor iecurreril and cievelopntent expet-.diture as fbllows: Ksh.500 rlrillion

tbl lecurrent ex;rndilure antl Ksh.500 rnillion fbr' <ie'relol:tlent experrditure

b) 'fhe Ceiling.s t'ol othci sncnding agencres ra'tthin tlie ll'lallclate oI tl]e

Comr.nittec shorrld be tetaineri al tltc cciiings ol'thc 201 5/2016 l"Y.

MlN. NO.08/20r6 - MEEI'INC
I\4ONITOIUNC;,
FUNI)

WI'IT{ THtr
EVAI,UATI()N

SENATtr COMMITTEE ON

AND NMPACI' ASSESSMEN'I'

The Vice Chaitperson of tlre Cortrrlittee, Senator Agnes Zani, informed the Colrlnlittee thal:

(i) The Sessional Conrrnittee on Mor:itoling. EValuation and Impact Assessnlent iund was

established to:

(a) Consider bi annual disbursements out o{'the fund

(b) Receive repons on tlre pertbmiatrce of the fund fi'orr tlre admilristrator

(c) Exar:rine the rnonitoring programs being undenaken by the funds' recipients

(d) Prepare arrd strhrtrit an annual l'epor:l ou the operations and pet'formatrce of the

fund to the serrate

(e) Perfornr any olher fullctioll the senate llray approve.

(ii) The Tasl<force on Atlrnrnisrration and I)isbursenrent of the Monitoring and Evaluation

Program of the Senate rvas established on l''.iuly.2014 with a nrcnrbership of 13

senators. The taskforce was urandated lo corne up with legislation for the establislunent

of a county developr:renl fund for the serlatols. The ternrs of referetrcc have sittce been

expanded lo include:-

(a) Formulation ol a fiatnewotk and legulations for the disbursenrent and allocation

of Ksh I Billion fol nr<.rnitoting. evaluation and inlpacl assesstllellt at lhe counties.

(b) Work with tlre National A.sserrblv to iealign the legislation on CDF to the

cor]stitution.

(iii) Tl.re senate approved the F-inance. Corurrrcrce and Budget Contnrittee's lepol't on the

BPS. 2015 r,rihich u,as iblwarcled lo llle Natiollal AsserrrLrl) Btrdget and

Appropriations (lonrmittec rvitlr onc ol'lhc i ecomrnerrdations {herein heing a proposal

to alloc[rle Ksh. I i]illion tlr|oLrsh thc I)arliarnerr larY Setr,ir:e Ctilttntission irLrdget lbl'



serlalols lo can'\, out l.llonilorit'lg. e\/alUaliot] and intpact assessmenl al the coLlnl,,
level.

(iu) -l'he allocation of Ksh I Billion rvas plovided lol in the budger estinrates lirr ycal
2015/1(t u:rder the I)allialnentaly Scrvice conrnrjssion. however the Budgct ancl

Appropriations conrnrir(ee of the National AssembJy declined approval of llre sanre
because thele were no guidelincs on utilization of the money.

(r) fhe task'fbrce ca.te up with drah fi.arrewor.k regulations a,cl guidelines and
submitted them to the Parlianrentar.y Service Conrrlission for Consideration. l'he
regulations governing the progt.am were promulgared through the prrblic l;inance
Manag.errrent (senare Monir.ori,s and Evaluation) Regularions. 2015 (Legal Norice
No.25l) which were gazetted on 3'd Dcccn:ber'. 2015 trou,eh Oazelte Nolice No. 192.

(vi) -l'he 
Parliantentary Service Cortrnrission and the National Treasury have been engaged

wilh a vie'a'to allocating Inoney lo the !-uDd. lcading to a resolution to allocate Ksh.
ii2 nrillion to be included in the suppletlentary budgel subjecl to approval by the
National Assembly.

M] N. NO, 09 /2OI 6 COIVIMITTE Ii RIiS(} r, L]'TIONS

'l hc Collultllee lesolveC Iltat:-

(i) 'fhe 
issues of coucern laised in the presentations by deparrn,tental con:mittees will be

discr"rssed rvith tlre Cabinet Secrctar.y. National 'ft.easury on l" March. 2016.

(ii) Furrher consulrarions rvith the l)arlianrenlary Service comrnission on the senale
Monitoling. Evaluation and ln:pact Assessment Fr,rnd will be done.

NIIN. N o. r0/20i6 - ADJOUiINMENT

1'hcle being no

nreeting \\,ill be

Sign

(Ch a irp

othei l:
held'on

l\l
l.lj. ,i

'i'1,'1.' "'
irsdtr;

usiness. the Chairperson adjour.ned tlte meeting a1 l: 47 pn). The next
Monday 29'r'February. 20l6 ar 2.30 1rrn.

i
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7. N4r'. Danson l(achunt bo i:iscal Analyst

t\,iIN. NO. 0712076 - PltBLIi\4INAI{ttts

Tlre Clrairpelson called the lreeting to order at 12.29 pur and said lhe prayer. Slre observed that

lhe nreeting was cor:vened iu respect of tlre assignmerrt by the Speaker. ofthe work ofthe Budget

and Appropriations Conrlnillec to the [-ialson Cor:rnrittee. She stated thal the meetrng was r:reanl

to brief i\4embers of the Conrnritlee on the task ol'processiug the 2016 Budget Policy Statemeul

and the tirrelines involved.

MIN. NO. O712016 . CONIIIRMA.T'I0N O]T MINUTI'S ()F ]'HII PREVIOUS SIl'1]NC;

Confirnration of the nrinutes of the Eiglrteenlh sitting held on 4'r' August. 2015 was deferred to

tlle next nreeting.

MIN. NO. 03/2016 - I}RIEF'INC ON ]'HE 2016 I}UDGtrT POLICY S'TATBMIINI..

The Chairperson invitcd lhe l)ilectol of the Parlianlentary Budget Office to brief Members on

processirrg the Budget Policy Statement.

Presentation by the Director, Pnrliarnentary Rudget C)flicc

ln hel plesentation. lhe Dilector. Pallianrentary Budget Office. Ms. Phyllis Makau irrfbu:.red the

Comnrittee that: -

Delively of the national agenda thlough the budget highly depends on how well the

budget is linked to tire uational priorities. For rnarry y-ears. the locus on the budget had

been the line iteur allocarion herrce leading to incren)ental budgeting oflen blind to needs

and priorities ol'lhe countrt.

2. Fol the budget to be a credible mechauism thloLrgh which the national ager:da can be

deliveled. it has to be issue hased and policy thivcli hence the need tbl the preparation

and tabling of the lluclget i)r-rlicy Statemcrlt (llPS) in Parliarlerrt. 'l'he Bl)S will give an

opporturiity to lhe Viernbcrs oi' I)arliar:rcrrt lo engar.rc on the budget at thc policy levcl.

li. l),-rdgeting should bc bascci ,rir nationai strategv i.c. strategic thinkirrg on iclcntilicarion oI
issues throuith Sessional l)air,r15. $96161i,1 lcports elc. lhe conrltly ''vas shi{ting arvav liorn
irtr-'rer':tcptal I'Lrtlgct: rrg rp ptrl ic, riri I u': hLrtlgeti rtr:.

Parliamentan, Budset Officc Staff, Zambia
l. Mr. Misael Katcshi - Parliarrentary Budge I Office, Zarnbian l'arlianrent
2. Mr. Ferchnald Chikabwc - Palljarrentary IJudget Office. Zarnbian Parlianrent
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4. ln aclrieving aiiocative etficrency. clecisions are based at Drograrnule level hence slrifring

thc decision on ',r,,hat to Iinance 1o wirat is io 6e-irclrievcri i.c. lbcus on tesults and otltputs.

5. lt's a legal requirernent that by l5'l'ljebr-uary each year. the BPS should bc presentcd and

laid iu the Nariorral Assenrbly. ln order to enhance llansparency and accourrtability thete

is consultation witlr parlianrerrtary corrrmittces and othel stakeholders.

6. To ensure that tlre br"rdget is cledible tlrere is need to considel anrong other, tlre Ecotrorrtic

groMlt targeted and wlrat trus( be done to acliieve the talget: tlre size of the fesotlrce

envclope, both external ancl Jr:cal; the finaucing gap and wtether all ti:e clitical
expeuditures are plovided for arrd what measures arc being pul in place to ensure that llle

total exPenditule is affordable. 'l be bud-eet policy s(atemenr slrorrld be a .gttide to the

annual estimates.

7. The timelines tbr processiug the 2016 BPS are as tabulated below: -

Activitt, ResponsibiIity I'imelinc l

5

6

Chairs of l)P-I Cs

[,iaison Corirmitlee

Finalizatiou of thc leport on BPS Liaison C'onrmittee

Leadcl of Mnyority

Chails of the Various

Departnrental Conrnrittees

L iaison Conrmittee

I 7fi Febniary
to 24th

February 20 l6

March 20 I 6

N4arch 201 67 Submission and laying of repon in

the Hous<:

.)

8 I)ebate ol'ilrc rel)ort arld ir(lot)tloi') Ho trsc blrsirrt"ss Contrttittee

By 26th

FeblLtar'1, 201 6

27tlr to 29tli
February 20 l6

Ideallv I

Malcir. (2''d &
3'd lvlalch )

No

Submission and laying ol the

Estimates in the Housc

1

2

J

Revievv of the BPS By
Departmental Conrluittees

Snbmission of reconrrlendatious

by DP'l'Cs to Liaison Commjttee

Review aud consolidation oi
Recomnreridations by DPTCs

4

15tli and I 6ih

L'cblualy

Consultations with CS National

Treasury

f,m"I,:rrrc]
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I

Introduction of DORB in the

House

Clrailpelson. I-iaison
comlt']ltiec

9th Malch 20 I 6

Prcscnlation by thc Deputv llircc(or, Parliarncntarl, llrrdgct Officc

In his presentation. Deputi. Director. Parlianrentaly Budget Office. Mr'. Martin Masinde
in[ornred tlre Comnrittee that: -

The budget poiicy statement ra'as a lever for linking policies. planning and budgeting. lr
rvas the engine of Mediurrr 'l ernr lJxpenclittue liraurewolk llrat was broacily ancl:ored on
Article 201 of the Constitution. 11 actualizes Arlic.le 221(4&5),

2. The BI'S had its legal urrdelpinning in the Constitr.rtiou, the l)ublic Finance N,lanagcn:enl

Law and the Public Finance lr4anagenrent Regulations.

3. The contelrts of tlre IIPS include: lJroad policies for sustaining prosperity in a volatile
global econorry: rccenr econonric developntents and n:edium tern: outlook; Fiscal Policy
Outlook; Fy20l6/17 budgel and Medir.un ferm: and County Financial Managemenl and

Division of Revenue.

4. With regard to conrpliance with the law. the BPS llas not yet colrrplied \,vith the Public
I;inance Managcnrent Ilegulations as fbllows:

a) PFM Regulation 20( l) (a) - Adherence to tbe regulation rhar requires expenditur.c

on conrpensation to employees not to exceed 35o/o of national governn)ent's
equitable sharc of reverrue.

b) PFM Regulation 29( l) (a) (ii) - Presenration of the lrr-rdger iniorrnar.ion by
ecouonric and lunctioual classification. This has not beerr adequately provided Ibr
individual nrinistries.

c) PFM Regulation 29( l) (a) (viii) - Providing all additional inlblnration in Kshs.

lhe infornration on funding Public Private Partnership projects funding is

presented in USD.

d) PFI4 [iegulations .:9( l) (c) - Analysi-s and ex;:lanation ol' r'cvenue poiicy
including plunned chanees to taxcs and other rcverrue policies.-this infilrrnalion

. has not be etr ltlovi,-ietl.

5. "l he pillars undcrpinning thc i-li'S irrclucle: SLrsiaining Conducive llusiness l;rtvrrorrment

tiit ilti,t-st reIll I i11|l,r'i;:q11, 1. ll,llrir\ir!i :i1]tirriii:r. i;, lrrljasi;iii:iirr'. lr-. rir:lr:..1. ,r:;rsurirrs

t -t 1

L



I
to gt.owth; Sustainecl Sect<-u ai Sperrding lbi Ertl l: loyrliei.li Ci'eaiior, i.e. auiicultule.

manufacturiug.'fourisur recovery. sPOlls, Cul(tlIe an(l alts: Sustaineci IllVesll-nellt in Socia'

Services for the rnelfare o1'Kenyans: and Et:lrenching LJevolution:

6. Kenya's growlh had posted rrrixecl results. The GDP is estirnated io expatrd bv 5.5o/o-

5.8Yo,6.1o/o irr 2014/15, 2015116 and 2016/17 respectivelv'

7. Tlte lessons learnt include: Consun:eL spending catr be a ke.v driver of growth but has its

risks; the need ro focr.rs more on procluctivc investtt:entsi need to enhance higher total

factor pr.oc[rctivity growtli (share of contlibution to GDP declined fronr I -j percent in

2006 to ll percent in 2013)l a deteliorating balance of trade is 'votsening the current

account balancel Insufficier:t Foreign Exchange fesel'\,es had n:ade the country to be

susceptible to external shocks; the solutio[ to long telm glo\ /tl] lay in agricultulal

productivity and exports.

8. On public debt- ovel tlre nredium terlI. tl'le stock of clebt was set to reduce fronr 50 3% of

GDp in 2015/16 to 48% in 2018/19 and rhar (he courltly had shifteci fbcus fron: dotnestic

to external debt.

9. Despite Treasury projecrions ofa reducing priurati' balauce, figures indicate that debt

will continue risir-rg in the medirtm letnr.

10. Assuming a r-eal cDP growth of 5.4 Percent in 2015 (gror""th in 2016 at same level as

2015) and a weiglrted average real interest late of 0.7 Percent. the debt stabilizing

primary bala[ce required to keep tiie debt levet in 2016 at the end of20l5 ]evel is -2.77o.

However, the actual pt'in:ary balauce provicied u'as -5 8u%'

1 l. On the fiscal or"rt rurn, the Conrnritree lreald thar: Reveuues and grants wele se1 to teduce

fiom ?2.2%o of GDP in 2015/16 ro ?1 .496 irt 2016117 then gradually inctease itt tlte

medium term to 21.9% in 2018/19: T'otal Expenciirure was set to reduce gladually over

the mediurn remr: fronr 3l% of GDP in ?015/16 to 28.3% in 2016/17 furthel to 26% in

2018/19; Recun.errt. Developnrent and County AllOcations ale set to leduce gradually

fronr 2016/17 and the rnecliur-D term- I'hele rs r:o indication ofa shift in tesoutces fron:

recurcnt to development expetrditure: Contingency Allocation is set to be maintained at

0.1% ofGDP; Buclget Deficit (inclusive of grants) reduces gladualiy fiom -8.896 of GDP

in 20i5/16 ro -4.loh in 2018/19. l'he EAC liscal rule Iequiles tliat the budget deficit for'

all members be below -3% of GDP by 2O20l2l: both extelnal borlowing and domestic

borrowiug retluce gladually over the lllediulr tel-m'

12. The Econonrt' was estirnated to grou' by 5 49i'' 5 6%' and 5 8% in 2015/16'

2Ol6/l'1,2017 18 and tlrere was need fbt:



a

Reduction oi the buti-aer deficir (inclusive of granrs) lo auain the EAC Fiscal rulc
of -1 pelcent of GDP by 202 L

Irrcreasing olthe allocatior:s lo counlies over tlre urediurrl tcl.lu to above 4 percenr
of GDP as allocations to itational Govel'rnteJtt {br. expenditr.rres that duplicale
those in the devoh;ed trnits are leduced.

o Addlessing tlre governance issues affectinq tlte coLuttrv.

1il. over the period 2002103- 2014/15 the allocation rowards developnrenr grew by 29 rimes
in norrinal ternts. Horvever'. tlte rate ol'contpletion of pr.o jects had been very low. As ol
June 2015. there wele rrrole tharr I.000 projects rvhich w.ere classified as ongoirrg. 1'l:e
estimated cost to complete these projecrs was estilnated at Kshs.3 trillion. ln a coulrtry
whele cosl overrLlns in project inrplcnrcntation is inevitable. it means the overall
completron costs for titese projects rvill everrrually be nrore than Kshs.j tr.jltion.

14. On lnrer-fiscal lelations arrd sharable levenue the corrrrnittee w.as briefed that:-

a) 'l-hele were huge surls of idle t'esources at thc County Revenue Funcls accounts ar

CBK and that Corullies were stjll largely dependent on uational share of reverrue
with little grorith of own-sources of revetrue and that tratrsfer. of functions was ye(
to bc ll rralized.

b) Counties were set 1o receive I(sh 102.2 Billion of which Ksh 280_3 Billion was
lbr equitable share and I(sh 21.9 Bjllion was as condilioual grauts.

c) A nelv conditional granl of Ksh 200 Million had been introduced for I-lola (l'ana
River) ar.rd Lamr,t Coulrty I{el'erral l{ospitals to provide emergeucy care to patients
affccted by ten or attacks.

d) 'l'hc breakdown ofailocarions to counties was as tabulaled below

County Iiqu itat:!e Share

( lorrd it iona I r\ liocntiorrs

Frcc rllatet.nili Itrai tlrrar r

Lcasirrr oi rnediciLl cLrtriprrrcltl

2016/t't

280. i00

).1 . ?.69.1 2 r. 898.5

I

4.293 0
I

4. l] r.0
t I

?0r5/r6

r(IiH BIt,t-ioNS

259 . t'|4.5

{,

4. \ r)0.0 !5(



a
(-'ornpensation ibr r.rscr iec iclrgone

Level 5 hospita Is

Allocation tionr Iu,:l ievy f und ( I 5%)

Spccial grant sirpporting access to er'lle!'!lellc!

rured ical services

900 0 900 0

4000.0I 1 600.0

l.-r00 0 4.306.8

" I-oans alnd granis 10.61 I .2 1.870.7

'f, otal County AIIoc:tiorr 281 -{,\44.?. 302,198.s

lr{embers' Obscrvatious

Merrbers observed that:

l. The timelines fot processing the BPS were tight r,r,hich called ibr total dedication atrd

commitmenl to tlre process.

2. 'fliere was concenl with regar-d to ongoing pro.iects u?hiclr requited abotlt Kshs. 3 trillion
to execnte.'fhe Committee lecluesteci to be fr"rrnished rvitir a list of the said projects.

3. Thele was need to reigu in the expenditure oil wase bill by tlie C-outlty Govel'rurenls

rvhich were e:r,ploying hunarr lesoulces rvithout legarcl to the balioonrng wage bill.

4. To ctrrb overspeuding on iecul'rent expenditure. thel'e u,as need to iijlg-fence funds nleant

fol capital (development) sPencliug to ensure they are used iol inieirdeci ptllposes

5. lt u,as ultacceptable for the Conrmissiolt or Revenue Allocatiou to allocatc fturds lbr'

relrabililation of schools ir't ternls of conditiorra! cranis yet (lD[: was dedicated

specifically to education. irealtlr iinci secu! ity nratlcrs her-.'ce coveritrg tl.re rehabilitatiorr of
sclrools cofnpor']ent.

Resolutions

The Cornminee lesolveci rhat:-

1. The Pat lianteutarl' Budger Oltice shor-rid plovrcie N4elllbet's u'ith a list of
incor:rplete/ongoing plojects ibl tlrr' iasi tltree yaers.

2. Tlre Liaisou Conrrlittee slrall leceive sLri;nrissions i'r'cn; depattnreutal coulntiftees on tile

BPS on ?9'r' Februarl'. 2016: meci tl"re Cabinet St:ci'e t:rt'-r'. National '!'reasLrlt ancl the

20().0

I
I

I

I



MIN. NO. 04.t70i(t _ ADJOIJRNiviliN-t

'There being rro othel bnsiness. tlre {'hairpclson ad.iourned the nrccling at fifty four nlir.lutcs to

One O'clock. 'l ire next rireetirrg rvill l)c convcncc thlough a notice to nri:tttbers.

i, I

Sign

Pallianrc:rtary' Scrvice Conrnrissrorr SLib-( orrrntitlee cn Iritrattt:e r)n lsr FebItrar'-1,. 2016 on

thc IIPS

(Chaii'pcrson)

I
/l tiLl)ate . .. ..

a

,..


