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PREFACE

Mr. Speaker, on behalf of the Members of the Budget and Appropriations Committee and pursuant

to Article 223 of Constitution, Section 44 of the Public Finance Management Act, 2012, PFM

Regulation 40 and Standing Orders 243; lt is my pleasure to present to this House, the

Committee's Report on the Second Supplementary Estimates for financial year 201812019.

Mandate of the Committee

Mr. Speaker, Section 7 of the Public Finance Management Act, 2012 provides for the

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

budgetary oversight. Pursuant to this provision, Standing Order 207 established the Budget and

Appropriations Committee with specific mandates among which is to:

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

monitoring of the national budget;

2. Discuss and review the Estimates and make recommendations to the House;

3. Examine the Budget Policy Statement, the Medium Term Debt Strategy Paper and the

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

4. Examine Bills related to the national budget, including the Appropriations Bill; and

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

budget outlays,

Mr. Speaker, the Budget and Appropriations Committee as currently constituted comprises of the

following Honourable Members of Parliament:

Member
1. Hon. Kimani lchung'wah, CBS, M.P- Chairperson
2. Hon. Moses Lessonet, M.P- Vice Chairperson
3. Hon. CPA John Mbadi, EGH, CBS, M.P.

4. Hon. Richard Onyonka, M.P.

5. Hon. Samwel Moroto, M.P.

6. Hon. Millie Odhiambo, M.P.

7. Hon. Twalib Bady, M.P.

8. Hon, (Dr.) Gideon Ochanda, M.P.

9. Hon, James MwangiGakuya, M.P.

10. Hon. (Dr,) Makali Mulu Benson, M.P.

11. Hon, Moses Kiarie Kuria, M.P.

12. Hon, Benard Masaka Shinali, M.P.

13, Hon. John Muchiri Nyaga, M.P.

14, Hon. Jude Njomo, M.P,

Constituency
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15, Hon, (Dr.) Korei Ole Lemein, M,P.

16. Hon. Sarah PaulataKorere, M,P.

17. Hon, Naisula Lesuuda, OGW, M.P.

18. Hon. Sakwa Bunyasi, M.P.

19. Hon. Danson Mwashako, M.P.

20. Hon. Fatuma GediAli, M.P.

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

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

23. Hon. (Dr,)John K. Mutunga, M.P.

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

25. Hon. PaulAbuor, M.P.

26. Hon, Qalicha Gufu Wario, M.P.

27 . Hon. Wangari Mwaniki, M.P.

Parliamentary Budget Otfice

1. Ms. Phyllis Makau, OGW

2. Mr. Martin Masinde

3. Mr, Robert Nyaga

4. Ms. Millicent Makina

5. Mr. Jonathan Lemurt

Committee Secretariat

1. Mr. Danson Kachumbo
2. Mr. ChachaMachage
3. Mr. Benard Omondi

4. Mr. James Kimiti

5. Mr. Joram Baraza

Director, Parliamentary Budget Office

Senior Deputy Director, PBO

Deputy Director, PBO

FiscalAnalyst I

FiscalAnalyst lll

Fiscal Analyst ll/ Clerk
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Examination of the Second Supplementary Estimates for Financial Year 201812019

Mr. Speaker, the Second supplementary estimates of FY 201812019 were tabled on 9th May 2019

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

Committees for review in line with their respective mandates. The Departmental Committees

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

submitted their recommendations to the Budget and Appropriations Committee for consideration

and inclusion in this report. The Committee has examined and discussed the estimates along with

the departmental committee submissions and has made various recommendations which are
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contained in this report. lf approved by the House;these recommendations will form the basis for

the passage of the Second Supplementary Appropriation Bill for financial year 201812019.

Mr. Speaker, in reviewing the Second Supplementary Estimates for 201812019, the Committee

held 12 Sittings including one (1)meeting with the NationalTreasury,

Acknowledgements

Mr. Speaker, the Budget and Appropriations Committee is indebted to the Departmental

Committees and all Members of Parliament who participated in the process, for their hard work and

commitment towards ensuring that Parliament lives up to its budgetary oversight role.

The Committee would also like to thank the Office of the Speaker of the National Assembly, the

Office of the Clerk of the National Assembly and the Parliamentary Budget Office as well as the

clerks of the various departmental committees for their dedication in ensuring that the Committee

effectively discharged its mandate of reviewing the Second Supplementary Estimates for FY

201812019 in line with the requirements of the Public Finance Management (PFM) Act, 2012 and

the Constitution.

Mr. Speaker, on behalf of the Committee and pursuant to Standing Order 199(6), it is my pleasant

duty and privilege to table the Report on the Second Supplementary Estimates for FY 201812019

and recommend it to the H for adoption.

Signed: .

Hon.Ki ung'wah, CBS, M.P.

Chairperson, the udget and Appropriations Committee
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I. OVERVIEW OF THE SECOND SUPPLEMENTARY ESTIMATES FOR 201812019

1. Mr. Speaker, the Second Supplementary Estimates for FY201Bfi9 were tabled to the

House on gthMay, 2019 - less than two months to the end of the financial year. The

practice of submitting two supplementary budgets in a single financial year is one that has

persisted since 2014/15 when the National government first started submitting two

supplementary estimates in one financial year, The committee is concerned that multiple

supplementary budgets in a single year tend to weaken the fiscal position of government

and undermine the credibility of the budgeting process as government policies are likely to

end up being poorly implemented or completely abandoned along the way, lndeed Mr.

Speaker, international best practice discourages multiple supplementary budgets within a

single financial year especially where the proposed expenditures were foreseeable and

could have been included in the budget.

2. Mr. Speaker, the second supplementary Estimates for FY 201812019 have been tabled at

a time when the country is experiencing inflationary pressures on account of food shortage

and fuel prices though the inflation rate had eased somewhat to 5.49 percent as at end of

May 2019. The current account deficit is also facing significant pressure from unfavourable

commodity prices though it has been performing well on account of high forex inflows

through diaspora remittances, Revenue collection is already below target with a reported

performance of Ksh. 1,179.6 billion against a target of Ksh. 1,277.3 billion as at March

2019, indicating an underperformance of Ksh. 97,7 billion. lf this trend persists and given

the ongoing governance issues in the Kenya Revenue Authority, it will be difficult for the

government to plug this deficit and revenue underperformance by end of June 2019 is likely

to be in the range of Ksh. 100 billion - Ksh. 122billion.

3. Mr. Speaker, it is indicated that the reasons for submission of the second supplementary

budget for 2018119 are to address shortfalls in salaries, security related expenditures,

provisions to mitigate against the effects of drought, support to food security initiatives,

support to manufacturing, provision of critical infrastructure and scaling down of

expenditures to achieve the targeted overall deficit level. As you will recall, Mr. Speaker,

the first supplementary budget had proposed various expenditure cuts which resulted in a

reduction of the overall budget by approximately Ksh. 37.6 billion due to expected revenue

shortfalls. lt is interesting therefore, to observe a significant increase in the supplementary

ll budget to levels even beyond the original estimates despite persisting revenue shortfalls.

1l



II. KEY PROPOSED CHANGES UNDER THE SECOND SUPPLEMENTARY

ESTIMATES

4. Mr. Speaker, in overall terms, the second supplementary budget proposes to increase the

recurrent budget by Ksh. 70.85 billion whereas the development budget has been reduced

by Ksh. 5.82 billion. Thus the effect is an increase in the supplementary budget by

approximately Ksh. 65.03 billion.

5. lt should be noted Mr. Speaker, that this increase brings the second supplementary budget

back to almost the same level as the original 201812019 budget despite the projected

revenue underperformance. The committee is concerned that such a significant increase in

the recurrent budget could undo the gains of the austerity measures instituted under

supplementary L lndeed Mr. Speaker, most of the recurrent budget increments are to

cater for salary shortfalls as well as O&M expenses. These are issues that should have

been foreseen and adequate budgetary provisions put in place at the beginning of the

budget process. lt is possible however, that expenditure cuts in the first supplementary of

201812019 adversely affected the operatins of these agencies. This underscores the

impoftance of targeted expenditure rationalization that is based on proper analyses.

6. Mr. Speaker, most of the reductions in the development budget are attributed to the scaling

down of donor commitments due to low absorption. A few cuts are as a result of budget

rationalization; also the outcome of poor absorption. The committee notes with concern that

the poor absorption of the development budget may have an adverse impact on policy

implementation and subsequent economic performance, Mr. Speaker, it has never been

adequately explained to this House, why the development budget is rarely well absorbed.

Previously, procurement challenges used to be cited as among the major reasons for

development expenditure underperformance but even with the overhaul of the procurement

act, there hasn't been much improvement. A review of the first and second supplementary

estimates for 2018/19 indicate that other possible explanations could include the existing

lacuna in the process of identification of projects, review of donor commitments inadequate

planning and preparedness to implement a project and probably slow exchequer releases

that may not be aligned to the cash flow requirements,

7. Mr. Speaker, the committee also observed that donor funding commitments are not

adhering to the budget cycle as they are incorporated into the budget at any time that they

emerge in the course of the financial year., As a result, they end up distorting the process,

Aligning donor commitments to the budget process will ensure that the totality of the budget

2BAC Report on the Second Supplementary Estimates for FY 2018-19



is fully determined at the time of budget approval and adequate preparations put in place

for the projecUprogramme implementation.

8. Mr. Speaker, the issue of pending bills is also a major problem facing the country. lt is

estimated that approximately Kshs. 400 billion is owed to suppliers (pending bills). The

escalation of pending bills may have been occasioned by underperformance of revenue,

cash flow management problems as well as violation of laid down procurement rules

resulting in non-payments. The failure to settle pending bills is detrimental to the economy

as it affects the operations of government suppliers, particularly the Small and Medium

Enterprises who may suffer from cash crunch related problems.

III. FINANCING OF THE SUPPLEMENTARY II ESTIMATES 2018/2019

9. Mr. Speaker, the committee is concerned that from the supplementary ll budget, it is not

clear how the additional expenditure will be financed, The supplementary ll budget alludes

to a possible revenue underperformance of Ksh. 97.7 billion but does not clearly indicate

how the additional budgetary requirement estimated at Ksh. 50 billion will be funded.

Given the poor outlook for revenue collection in the last quarter of the financial year, the

government may need to borrow in order to finance this expenditure increment. Should this

be the case, it will be contravening the law since borrowing can only fund development

expenditure and most of the increase is in recurrent spending.

V. COMMITTEE RECOMMENDATIONS

10. Mr. Speaker, having considered the above matters, the committee recommends as follows

Pol icy Recommendations

a. That, the payment towards meeting outstanding obligations on account of deemed

generation by Lake Turkana Wind Power be subjected to a Special Audit by the

Auditor General. Consequently, the findings and recommendations thereof be

submitted to the relevant Committee of the National Assembly within 90 days after

approval of the Report on the Supplementary ll for FY 2018119 by The National

Assembly.

b. That, the withdrawal of Kshs. 1 Billion from the Civil Contingency Fund meant to

provide humanitarian support to victims of flood incidences caused by heavy rains

i)
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at the beginning of 2018 has NOT been approved by the Committee. The

Committee recommends that the Public Accounts Committee takes up the matter

and investigates whether the utilization of the resources contravened the purpose of

advances from Civil Contingency Fund as articulated under section 21,22 and 23 of

Public Finance Management Act, 2012.

c. That, the National Treasury should build capacity in streamlining the process of

planning and approval of projects especially those that are donor funded. This is

because the Committee is concerned about the low absorption of development

projects. Often the annual estimates exaggerate the counterpart funding for donor

financed projects at the beginning of the financial year only for them to be adjusted

later in the supplementary budget,

d. That, external financing of development projects should be reflected in accordance

with the Accra Accord on Aid effectiveness which requires that donors channel aid

through country Public Finance Management systems at the beginning of each

year, This is because the Committee had noted that there is a problem in reporting

of the total amount to be received from foreign/external financing.

e. That, county oversight resources for 0&M by the Senate should be disbursed

through the county offices framework in the next financial year. This should

commence from 1st July 2019.

Financial Recommendations

a. That, Kshs 5 million be reallocated from the Kenya National Commission on

Human Rights under Protection and Promotion of Human Rights programme for

refurbishment of offices to settle other pending bills incurred by the Commission for

the following items: Staff medical scheme, (Kshs. 1.2 million), domestic travel,

(Kshs 3.3 million) and internet services (Kshs 0,5 million).

Proposed lncrements

b. That, Kshs. 50 million be allocated to the State Department for lnterior under

Policing Services programme for Directorate of Criminal lnvestigation Headquarter

Operations.

ii)

Reallocation
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c. That, Kshs. 300 million be allocated to the State Department for Devolution under

Devolution Services programme for Purchase of famine relief food.

d. That, Kshs. 40 million be allocated to the State Department for University

Education under the University Programme for Jaramogi Oginga Odinga University

of Science and Technology to cater for construction of Tuition Block.

e. That, Kshs. 2,740 million be allocated to the State Department for Vocational &

Technical Training under Technical Vocational Education and Training programme

for Equipping of Technical lnstitutions.

f. That, Kshs. 710 million be allocated to the State Department of lnfrastructure

under the Road Transport programme for Strengthening of Budget lmplementation.

g. That, Kshs. 1,854 million be allocated to the State Department for Housing &

Urban Development under the Urban and Metropolitan Development programme for

the Kenya Urban Support Programme. The additional allocation is meant to

regularize the additional conditional allocations to the Counties from the World Bank

as per amended CARA 2018 and reflected under the line ministry.

h. That, Kshs. 50 million be allocated to the State Department for Housing & Urban

Development under General Administration Planning and Support Services

programme for Hosting UN Habitat.

i. That, Kshs. 44.3 million be allocated to the State Department for Broadcasting &

Telecommunications, under General Administration Planning and Support Services

programme for AGPO pending bills.

j. That, Kshs. 396.76 million be allocated to the State Department for Energy under

the Power Transmission and Distribution programme for construction of

transmission lines Rabai- New Bamburi- Kilifi and New Bamburi Cement.

k. That, Kshs. 147 million be allocated to the State Department for Livestock under

the Livestock Resources Management and Development programme - Kenya Meat

Commission for payment of pending bills to livestock farmers (Kshs. 97 million) and

Bachuma Livestock Free Disease Zone (Kshs. 50 million).

l. That, Kshs. 241229 million be allocated to Ministry of Tourism and Wildlife under

Tourism Development and Promotion programme for excess expenditure arising

from the splitting of the vote.

m. That, Kshs. 68 million be allocated to the Judiciary under Dispensation of justice

programme to cater for Tribunal operations.

n. That, Kshs. 300 million be allocated to the Office of The Registrar of Political

Parties under the registration, regulation and funding of political parties programme

for Political Parties' Fund.

BAC Report on the Second Supplementary Estimates for FY 2018-19 5



o. That, Ksh;'250 million be attocated to the State Department for lnfrastructure

under the Roads Transport Programme for the European Union Missing Links Road

project.

p. That, Ksh. 10.402 billion be allocated for the payment of pending bills. The

National Treasury should reflect pending bills to specific programmes in the

Supplementary ll Estimates,

Proposed Reductions

q. That, Kshs. 1,160 million be deducted from the State Department for Energy

under Power Transmission and Distribution programme for payment to Lake

Turkana Wind Power as a result of penalties that arose out of non-evacuation of

available power.

r. That, Kshs. 120.7 million be deducted from Salaries and Remuneration

Commission under Salaries and Remuneration Management programme as

follows:

i. decrease of Kshs. 2.85 million to the allocation of domestic travel

and subsistence and other transportation costs;

ii. decrease of Kshs. 2 million to the allocation of other operating

expenses;

iii. decrease of Kshs. 20.4 million to the proposed allocation for

refurbishment of buildings;

iv. decrease of Kshs. 99.17 million to the allocation for purchase of

motor vehicles and other transport equipment; and

v, decrease of Kshs. 1.13 million to the proposed allocation for

purchase of office furniture and general equipment.

s. That, Kshs. 500 million be deducted from the Parliamentary Service Commission

under Senate Affairs programme for County Oversight Monitoring and Evaluation.

11. Mr. Speaker, The Committee further recommends that this House resolves to approve: -

(i) An increment of the total recurrent expenditure for Financial Year 201812019 in respect

of the Votes as contained in the attached Schedule l, Schedule ll and Schedule lll;

(ii) An increment of the total capital expenditure for Financial Year 201812019 by in respect

of the Votes as contained in the attached Schedule l, Schedule ll and Schedule lll;

6BAC Report on the Second Supplementary Estimates for FY 2018-19



{

(iii) An overall increment in the"total-budget for"'Financial'Year 201812019 by in respect of' . -'
the Votes as contained in the attached Schedule l, Schedule ll and Schedule lll;

(iv) That the attached Schedule I forms the basis of the enactment of the Second

Supplementary Appropriations Act 201 8/201 9.

BAC Report on the Second Supplementary Estimates for FY 2018-19 7
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