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PREFACE

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

under Section 25(7) of the Public Finance Managemenl Acl2012 as well as Standing Order 232(7); it is
with great pleasure that I present to this House the Committee's report on the Budget Policy Statement

(BPS) 2018 and the Medium Term Debt Management Strategy (MTDS) for 201812019 and the Medium

Term.

Mr. Speaker, this is the first BPS prepared under the second term of the Jubilee Administration and also at

the commencement of the third Medium Term Plan (MTP lll) of the Kenya Vision 2030.1t builds on the five

pillars of the economic transformation agenda and the achievements of the government over the last five

years and sets the pace for key policies, priority programmes and reforms which will be implemented over

the next five years (2018 -2022) to enhance job creation and improve the quality of life for Kenyans,

However, the committee is concerned that the BPS was laid in this House before the finalization of MTP lll,

The MTP lll which comprises development programs to help achieve the Vision 2030 in a timely manner

and whose policies should inform the BPS and underline implementation of the Big Four Plan has not yet

been released. This makes it more difficult for us to ensure the policies underpinning the next budget are

informed by the national agenda through the MTP lll.

Mandate of the Commiftee

Mr. Speaker, Article 221 (4 and 5) of the Constitution and the Public Finance Management Act, 2012

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

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

207 establishes the Budget and Appropriations Committee with specific mandates among which is to:

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

the national budget;

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

iii. Examine the Budget Policy Statement presented to the House;

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

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

outlays; and

vi. Examine the Division of Revenue Bill,

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

Honourable Members:

1. Hon. Kimani lchung'wah, M.P- Ghairperson

2, Hon. Moses Lessonet, M.P- Vice Chairperson

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

4. Hon. Richard Onyonka, M.P.
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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.) MakaliMulu Benson, M.P.

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

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

13, Hon, John MuchiriNyaga, M.P.

14. Hon. Jude Njomo, M.P,

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

16. Hon. Sarah Paulata Korere, M.P.

17. Hon. Naisula Lesuuda, M.P.

18. Hon. Christopher Wangaya Aseka, M.P.

19. Hon. Danson Mwashako, M.P.

20, Hon, Fatuma GediAli, M.P.

21, Hon, Florence Chepng'etich Koskey, 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, Ruth W. Mwaniki, M.P.

Examination of the Budget Policy Statement and the Medium Term Debt Management Strategy

Mr. Speaker, as required by the Constitution and the Public Finance ManagementAct2012, the Budget

Policy Statement (BPS) 2018 and the Medium Term Debt Management Strategy (MTDS) 2018119 -
2020121were tabled in Parliament on 14tt' February 2018. ln accordance with Standing Order 232(5) and

(6), the BPS was committed to each Departmental Committee to deliberate on in line with their respective

mandates and make recommendations to the Budget and Appropriations Committee. The Medium Term

Debt Management Strategy paper was committed to the Budget and Appropriations Committee where it

was examined and discussed. Thereafter, the Budget and Appropriations Committee held fruitful

deliberations with the various Departmental committees on their submissions with regard to the Budget

Policy Statement. The committee also held further discussions with the National Treasury before finalizing

this report, The recommendations arising from each of these discussions are contained in this report,

Mr. Speaker, once approved by the House, the BPS recommendations will form the basis for the

finalization of the Budget pursuant to section 25(8) of the PFM Act, PFM regulation 27(4) and Standing

Order 232(10), On its part, the Medium Term Debt Management Strategy is expected to inform the

country's borrowing plans over the medium term.
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l. lntroduction
1) Mr. Speaker, the Budget Policy Statement (BPS) is a government policy document that sets out the

broad strategic priorities and policy goals that will guide the national and county governments in

preparing their budgets for the financial year and over the medium term, The policy direction of the

BPS is typically informed by the policies outlined in the various government policy documents such as

the Vision 2030, Medium term plans, Ministerial and Sectoral Strategic plans as well as the Big Four

agenda, The Budget Policy Statement (BPS) therefore provides broad strategic direction that will guide

the national government and county governments in formulating their annual budgets for a given

financialyear.

2) Mr. Speaker, for the Budget Policy Statement to provide strategic policy information, it requires the

medium term plan to be provided and disseminated so as to link the budget to our national

development agenda. This did not happen and we pray that this House demands submission of this

document.

ll. Adherence to the Legal Framework for the Budget Policy Statement and the

Medium Term Debt Management Strategy

3) Mr. Speaker, the format and content of the Budget Policy Statement should be in line with provisions of

the various relevant legal instruments such as the Public Finance Managemenl Ac|2012, the Public

Finance Management Regulations, 2015 and the Standing Orders. ln reviewing the BPS, the

committee established thatto a large extent, the 2018 BPS has complied with the provisions of the law

and has provided most of the required information. However, there were concerns with regard to some

information not being provided.

4) ln particular, Mr. Speaker, the committee observed that contrary to the provisions of the law, and in

support of efficient planning and budgeting, the BPS should have included a list of all projects giving

details of their financing as well as a list of pending bills. Regulation 27(f) which provides that a

summary of programmes that are of national interest in the following financial year be included ideally

includes the details of capital expenditure which should include a list of projects. Furthermore Mr.

Speaker, the committee noted that the ceiling for the development expenditure and personnel

spending of the national government budget approved by Parliament are not binding to the 2017 BPS

as should be the case. This is contrary to PFM regulation (27(5). Mr, Speaker, the spirit of this binding

was so as to ensure that Medium Term Expenditure Framework becomes a reality and not a ritual and

also to improve capital budget implementation.

5) Mr. Speaker, the committee notes with concern that these same issues of non-compliance were raised

in the previous Budget and Appropriations Committee report on the 2017 BPS but even though this

House recommended that the missing information be provided in subsequent BPSs, this legal provision
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has stlll not been complied with. Such an outcome raises questions on whether the recommendations

of this House are taken seriously. Mr. Speaker, Parliament is the budget making institution of this

country. As such, any recommendations on the budget should be taken seriously especially if these are

tied to existing legal provisions. Since failure to provide this information inhibits National Assembly

review of BPS and estimates, the House must take necessary measures, including censuring the

relevant institutions, to ensure that the failures are redressed,

6) Mr. Speaker, a review of the Medium Term Debt Management Strategy also reveals some significant

gaps in the debt management strategy which are highlighted in part Vll of this document,

lll. Realism of the Macroeconomic Framework underpinning the Budget for
2018/19 and the Medium Term

7) Mr. Speaker, the expenditure framework of the 2018 BPS is anchored on a growth projection of 5.3

percent for FY 2017118,5,9 percent in FY 2018/19, 6.3 percent in FY 2019/20 and 6.8 percent in FY

2020121. lt is expected that this economic performance will be underpinned by the implementation of

the Big Four plan, sustained investment in infrastructure, strong agricultural production due to improved

weather conditions, buoyant services sector, and continued recovery in tourism, increased investor and

consumer confidence and macroeconomic stability.

8) Mr. Speaker, I wish to highlight a few concerns with regard to the key drivers of growth. Firstly, the

committee observed that though agriculture is touted as a key driver of growth, its performance is

dependent on the weather conditions in2018. Since the country's agriculture remains largely rain-fed,

the country could very well be facing another period of food shortage due to the expected La Nina

weather conditions as predicted by the meteorological department. Should this risk materialize the

higher food prices will lead to higher inflation levels. lndeed Mr. Speaker, the inflation outlook of the

country is not very promising as there are risks associated with rising fuel prices which may lead to

higher transportation costs as well as rising cost of electricity associated with increasing use of

expensive thermal power as a substitute for declining hydropower generation. These risks if they occur,

will adversely affect economic growth.

9) Mr. Speaker, Kenya is facing significant pressure from the budget deficit and debt accumulation,

Existing expenditure pressures have made it difficult for government to pursue any concrete steps

towards fiscal consolidation and unless we keep our expenditure in check, the fiscal deficit may worsen

in the medium term. lt should be noted also that the government's appetite for borrowing is increasingly

reducing access to credit by the private sector. I wish to underline the fact that bonowing in itself is not

bad but how we use the borrowed resources matters. lf borrowing isn't towards creating new assets

then that borrowing isn't useful to the economy, lmportantly Mr. Speaker, at any point in time, total

capital spending must exceed the net borrowing (both external and internal).This calls for a cautious
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approach to borrowing so that the government can achieve its policy of promoting private sector led

growth,

10) ln addition Mr. Speaker, the committee has taken note of the emerging inflexibility of monetary policy

due to the interest rate capping law. lt is therefore our considered opinion that the interest rate capping

law can be reviewed and modified in a way that addresses the negative outcomes particularly with

regard to its impact on monetary policy,

11) Mr. Speaker, though these risks to economic outlook are highlighted in the BPS, they have not been

exhaustively assessed, the likely impact has not been quantified and there is no plan of action should

these risks materialize. lt is important for this to be adequately assessed so that the macroeconomic

framework is as realistic as possible and any contingency plans particularly with regard to drought

expenditures are put in place to avert a crisis.

12) Taking all these factors into account Mr. Speaker, the committee is concerned that the National

Treasury growth projections may not be achieved if the risks that were identified materialize. The

implication of this is that revenue performance is likely to be lower than expected. This is likely to lead

to the usual in-year revision of expenditure through supplementary budgets which invariably leads to

disconnect between the planned and approved policies at the BPS level and the Budget Estimates that

are approved and implemented. More often than not, the implication of the supplementary budget is

that policies are not followed through and expenditures particularly on development are reduced

leading to delays in completion of projects.

lV. Alignment of the Medium Term Priorities to the 'Big Four' Agenda

13) Mr. Speaker, the 2018 Budget Policy Statement (BPS) has set out the government's strategic agenda,

policies and priorities programs to be implemented over the next five years (2018-2022). This is with

regard to the following four key strategic areas of focus:

i. Supporting value addition and raising the manufacturing sector's share of GDP to 15 percent

by 2022:

ii. Enhancing food security and nutrition security to all Kenyansby 2022;

iii. Providing universal health coverage to guarantee quality and affordable healthcare to all

Kenyans; and

iv. Provision of affordable and decent housing for all Kenyans (at least 500,000 affordable new

houses) by 2022.

14) Mr.'Speaker, you will recall that over the last five years, the BPS has focused on implementing

policies and strategies aimed at creating a conducive business environment, expanding infrastructure,

investing in quality and accessible social seryices, sectoraltransformation as well as consolidating the

gains made in devolution. Under the Big Four plan, interventions under these key pillars will continue
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to be implemented as they are the key enablers which will facilitate implementation of the strategic

initiatives of govemment.

15) Mr. Speaker, the committee is concerned that the implementation framework of the Big Four agenda

is not well articulated. There appears to be a disconnect between the Budget Policy Statement and the

introduction of the Big Four agenda as the BPS has not indicated any radical shift in its expenditure

plans to reflect a clear plan of action towards achieving the Big Four Plan. lmportantly, there is no

indication that Big Four resource requirements have been costed and phased out for implementation.

As was pointed out by Departmental Committees, during their deliberations with the various MDAs, it

emerged that the Big Four agenda has not been provided with adequate resources. Rather, the focus

appears to be mostly on the targets and outputs with no clear strategy on how the economy will get

there; how the extra capacity will be created or expanded. As a result, there is no accountability

framework, that is, which actors will implement the projects, how they will go about it and the

resources allocated to them.

16) ln this regard, Mr. Speaker, it appears that the BPS was completed without creating the necessary

space for the Big Four agenda. As such, there are serious concerns on how the Big Four plan will be

implemented. This is a whole transformation agenda for five years which will require an

implementation structure.

17) ldeally, Mr. Speaker, the starting point of the Big Four agenda should have been the formulation of a

results matrix which would have enabled creation of a comprehensive plan with specific targets and

strategies for achievement of the key initiatives, There is need for a radical shift in expenditure

allocations to prioritize the key intervention areas under the Big Four Plan and identify the key actors

who will then be given clear targets, timelines and strategies. The committee proposes therefore, that

the government should provide a master plan or blueprint that clearly spells out the

agenda/strategy/policies under the Big Four Plan with a results matrix for resource allocation as well

as a monitoring and evaluation framework, This will guide resource allocation and facilitate

reorganization and re-prioritization of expenditure to achieve the Big Four Plan and also enable

parliament to conduct monitoring and evaluation as the budget is implemented. To this extent Mr.

Speaker, I wish to point out that this committee will be keen on monitoring and evaluation as a tool for

reducing resource wastage. This will include use of PIC and PAC reports to review efficiency of MDAs

in use of public resources.

18) ln addition Mr. Speaker, the Committee observed that there is no evidence of a comprehensive review

of the status of programs that were already being implemented in line with zero based budgeting so as

to identify those that should be discontinued to provide fiscal space for the Big Four agenda, This

effectively means that the zero based budgeting was not adequately understood neither was it utilized

in drawing up the BPS and in particular resource allocation among votes and programs. Mr. Speaker,

the importance of carrying out a review of the status of the previous key targets is that it facilitates
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proper monitoring of government expenditure by this House thereby enhancing efficiency and

effectiveness in use of public resources.

V. Fiscal Performance and Policy Outlook

a. Expenditure

19) Mr. Speaker, the Committee observes that as has been the norm in previous budgetary allocations,

the bulk of resources are allocated to the Education Sector as well as the Energy, lnfrastructure and

ICT sectors (Total amount of Kshs. 832 billion), Without diminishing the importance of these two

sectors, the committee is concerned that other key sectors aligned to the Big Four plan may not have

sufficient budgetary allocations to implement the key initiatives. To illustrate, according to the

expenditure projections of the Health sector, an estimated Kshs. 300 billion is required over the next

five years to achieve Universal Health Coverage. However, from the analysis of expenditures, it is
evident that this has not been provided for over the medium term. I wish to highlight however, that

Health and Agriculture are devolved functions, which means that the key initiatives under these

sectors are likely to be implemented by the county governments. The committee observed that the

BPS has not clearly articulated the extent of the roles to be played by each level of government, The

Committee proposes therefore that the master plan on the Big Four agenda should include a

collaborative framework between the national and county govemments with clear indications on the

roles of each level of govemment and the manner in which resources allocated.

20) I wish to reiterate Mr. Speaker that despite these resource gaps, the committee remains committed to

sticking within the hard budget constraints in order to limit the fiscal deficit within reasonable levels.

The resource gaps in the various sectors will therefore be addressed through rationalization and

reorientation of resources from non-core expenditures towards key development projects. The

Committee observes thatdespite indications in the 2018 BPS thatexpenditure will contractgradually

over the medium term, there does not seem to be a clear strategy on how this will be done, I wish to

remind this House Mr. Speaker that in financial year 2015116, the government indicated that it would

institute expenditure control measures on non-core expenditure. However, it seems that this process

has not been well executed as there are no clear quantifiable expenditure rationalization measures

which will free resources for the priority expenditures.

21) During the Supplementary budget Mr. Speaker, expenditure cuts of up to 75 percent on various items

under recurrent budget were instituted across the board for all Ministries, Departments and Agencies

including Parliament and the Judiciary and this disrupted operations of some MDAs. This Committee

reiterates the resolution of the House on this matter; that expenditure adjustments should be based on

clear analysis, taking into account the policy direction of the budget and that any expected savings

should be quantified.
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22) Mr. Speaker, with regard to development expenditure and personnel emoluments, I wish to point out

thatthe 2018 BPS has adhered to the fiscal responsibility principles setout in the PFM Act and PFM

Regulations,2015; the development expenditure is just above the 30% threshold over the medium

term and the wage bill is within the 35 percent limit, However, the Committee is concerned that given

the likelihood of expenditure revisions within the year and the tendency to reduce the development

budget during this time, the actual money spent on development could end up being lower than 30

percent. Furthermore, despite the indicated compensation to employees being below 35%, this House

should note that the wages and salaries of most semi-autonomous government agencies (SAGAS)

have not been taken into account and are still being categorized under other recurrent expenditure. lf

these figures are properly accounted for, then the totalfigure for the wages and salaries is likely to be

much higher, The committee therefore recommends Mr. Speaker, that when the National Treasury

tables the National Budget, the budget for SAGAs should also be tabled as it accounts for a significant

portion of the budget and should therefore also be subject to oversight by this House.

23) Mr. Speaker, I wish to also point out that despite it being clearly spelt out in law, the provision that the

ceiling for development expenditure and personnel emoluments be binding over the next two years

has not been complied with. lndeed, expenditure projections for any budget item relating to the

medium term are rarely taken into account. Mr. Speaker, the importance of the medium term

expenditure framework is that it determines the fiscal space available to a spending agency over the

medium term which ensures predictability of resources thereby allowing the spending agency to simply

focus on results. lt is this committee's submission therefore that preset limits for the medium term

should be regarded as hard budget constraints and should be the starting point for budgeting in any

subsequent year, lf the budget disregards medium term decisions especially those enshrined in law,

then it will not be effective,

b. Revenue
24) Mr. Speaker, the expected likelihood of lower economic growth may lead to revenue

underperformance as has been noted in recent financial years. The issue, Mr. Speaker is about the

realism of economic and revenue forecasts. As has been stated in previous reports on BPS, revenue

over-estimation contributes to higher expenditure demands from the agencies. This often leads to

revision of expenditure plans within the financial year or increased borrowing, Already in the current

financial year, preliminary revenue performance for the first half of the year indicates

underperformance by Kshs. 68.3 billion. Total cumulative revenues including A-l-A collected amounted

to Ksh.709.4 billion against a target of Kshs. 777.7 billion The underperformance of the economy in

the last year can mostly be attributed to drought as well as the prolonged election period which caused

uncertainty in the business environment. As such, revenue projections have been revised downwards

and are now estimated at Kshs. 1,643 billion (19% of GDP) from the budget level of Kshs. 1,704.5

billion (19.6 percent of GDP).lf expenditure is not reduced, low revenue collections could result in

additional borrowing to bridge the financing gap, This then worsens our debt burden and crowds out

the private sector.
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25) Mr. Speaker, higher revenue performance is an important factor to ensure expenditure plans

highlighted in the BPS including the Big Four Agenda are achieved. The committee observes that tax

policy and revenue administration reforms should be dynamic to changing economic activities

including targeting incomes from growing e-commerce and digital activities where tax avoidance and

evasion is rampant. This requires modernization of the income tax law.

c. Deficit Financing

26) Mr. Speaker, the 2018 BPS indicates a convergence of debt towards the EAC Monetary Union

Protocol fiscal target of 3 percent deficit by 2021. The deficit (commitment basis excluding grants) is

estimated at 7.9 percenltor 2017118, 6.5 percent for 2018/19, reducing gradually to approximately 3,4

percent by financial year 202112022. However, given the expenditure pressures and the lack of a clear

expenditure rationalization framework as well as a quantifiable strategy for enhanced revenue

collection, it is unlikely that the fiscal deficit will decrease unless hard decisions are made. lndeed,

over the past years, this commitment has not been complied with. ln financial year 2016117, this

committee made a recommendation that the deficit be capped at 6.0 percent of GDP but this was not

complied with and the deficit at the end of the financial year had accumulated to approximately 9.3

percent instead (commitment basis excluding grants).

27) Mr. Speaker, as I had indicated earlier, my committee is committed towards ensuring that the deficit is

contained and indeed reduced over the medium term in order to protect the country from a higher debt

burden which invariably results from higher deficit and low revenue collection. As a result, cognizant of

the need to fund key development projects, the committee recommends that MDAs undertake

reprioritization of expenditure and that the key development projects be implemented in phases in

order to ensure that the overall expenditure remains within the provided framework.

V!. Vertical Division of Revenue for 2018/19

28) Mr. Speaker, in the 2018 BPS, the nationally raised revenue forfinancial year2018119 is projected at

Kshs. 1,688.4 Billion out of which Kshs. 1,370 Billion will be allocated as the equitable share to

National Govemment and Kshs. 314 billion as equitable share to the County Governments. This is

equivalent to approximately 34 percent of the most recent audited revenues. ln addition, the counties

are also set to receive conditional grants amounting to Kshs. 58,742 billion of which Kshs. 33.2 billion

will be from development partners. This brings the total allocation to county govemments for financial

year 2018119 to Kshs. 372.74 billion. ln addition, the allocation for the Equalization Fund for Financial

Year 2018119 is Kshs. 4.7 Billion.

29) Mr. Speaker, I wish to inform this House that the Commission on Revenue Allocation also presented

their recommendations to this committee as follows:
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Allocate National Government Kshs. 1,371.2 billion and County governments Kshs.337,2 billion

which is equivalent to 36% of the most recent audited revenues. This increment to county

governments comprises an additional Kshs. 8.7 billion for functions previously transferred to county

governments without attendant resources and adjustments to cater for inflation as well as growth in

service delivery,

The CRA also proposes a total of Kshs, 30,5 billion as conditional grants to counties. The

conditional transfers include Kshs. 24,461 million for ongoing conditional programmes and Kshs.

6,000 million as new conditional grants for the establishment of cancer centres and cancer drug

access programme. This brings the total county allocation to Kshs, 367.7 billion,

30) Mr. Speaker, the committee notes that the 2018 BPS does not provide information on the rationale

behind increasing some of the conditional grants for financial year 2018119 such as leasing of
equipment from Kshs. 6.1 billion to Kshs. 9.4 billion as well as level five hospitals from Kshs. 4.2 billion

to Kshs. 4.326 billion. Conditional grants are an important tool for the national government to

implement key national development priorities within the counties. lt is important therefore for these to

be handled transparently and for continuous monitoring to be carried out to ensure that the national
government priorities are being met. At this juncture, I wish to remind this House that two key pillars of
the Big Four plan, Agriculture and Health, are devolved functions. The committee therefore proposes

that the National government considers using conditional grants to implement the key initiatives under

these pillars,

UI. MEDIUM TERM DEBT MANAGEMENT STRATEGY

31) Mr. Speaker, the Medium Term Debt Management Strategy (MTDS) for Financial Year 2018119

proposes a borrowing framework of 570/o external bonowing and 43% domestic borowing to finance

the national budget deficit, External Debt will be financed through Concessional Finance (23%), Semi

Con cession al F i n ance (120/o) and Co m mercial fi n a nce (220/0).

32) The committee has reviewed the Medium Term Debt Management Strategy (MTDS) and makes the

following observations:

There is variation between the deficit financing policies indicated under the BPS and the MTDS, that is,

while the Budget Policy Statement (BPS) proposes to finance the deficit through external financing to
domestic financing ratio of 37 percent to 63 percent, the MTDS utilizes a ratio of 57% external

financing and 43o/o for domestic financing. Furthermore, the MTDS indicates that commercial debt

should only make up22o/o of totalextemal borrowing which equates to Kshs. 116.9 billion. Whereas in
the BPS, the level of commercial debt is at 54% Kshs. 288 billion, which is more than double the MTDS

ratio.

t.
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ilt.

The current Net Present Value (NPV) of debt to GDP limit is estimated to be between 48.6Yo and 49o/o.

The PFM regulations places a NPV of debt to GDP limit of 50% implying that any huge additional

borrowing could lead to breach of this limit.

The ratio of Debt Service to Revenue exceeds the 30 percent threshold in the FY 2017118 and the

medium term. This means that the governmenl will need to refinance maturing debt during this period

contributing to higher interest costs in future.

MTDS 2018/19 is prepared on the premise that fiscal consolidation will occur in the medium term

despite previous missed commitment. Planned fiscal consolidation will face headwinds from planned

expenditure plans in the BPS and the high proportion of mandatory spending for pension, county

allocations, debt service, and the public wage bill.

The refinancing needs of debt maturing in 1 year in 2018/19 will reach 54.4o/o (Kshs. 1.008 trillion) of

total revenues due to repayment of syndicated loans, commercial loans, intemational bonds and

domestic debt repayments falling due in FY 2018/19. This therefore indicates shrinking space for

discretionary expenditure given that most of our expenditure, that is, county allocations, the wage bill,

pension and debt service cannot be reduced.

The MTDS needs to capture both implicit and explicit contingent liabilities. lmplicit liability will range

from pending court compensation to avoidable liabilities emanating for the Public Private

Partnership Projects (PPPs). Of concern, are the avoidable costs currently incurred in relation to

the Lake Turkana Wind Power Project where the power produced cannot be evacuated due to lack

of a high voltage line to transmit it to the Suswa substation.

VII!. POLICY RECOMMENDATIONS FROM THE DEPARTMENTAL COMMITTEES

33) Mr. Speaker, the 2018 BPS proposes a total ministerial expenditure of Kshs. 1,650,10 billion for

2018119. The ministerialrecurrent expenditure is set to increase from Kshs. 1,024.56 billion in 2017118

to Kshs. 1,039.50 billion in 2018119 while the ministerial development expenditure is set to increase

from Ksh,604.74 billion in2017118 to Kshs. 610.60 billion in 2018119.

34) Mr. Speaker, during the Committee's deliberations with the Departmental Committees on the Budget

Policy Statement 2018, a number of recommendations were made which I now wish to highlight:

a. The issue of pending bills was a key concern for most Departmental committees. The

committee reiterates that in line with PFM regulation26(2) (f), a list of pending bills should

be provided and that when budgeting is done, expenditure allocations should first and

foremost be directed towards settling pending bills before committing to other

expenditures.

il.

IV

V

vt

Budget and Appropriations Committee Report on the BPS and MTDS Page 13



b. lt was observed that some MDAs were incurring expenditures without any budget

provisions. This is not only an illegality but also leads to further accumulation of pending

bills. Going fonruard, ministries should restrict themselves to spending only those amounts

that have been appropriated. No new projects will be allowed without the approval of the

National Assembly.

c. The committee noted that there are several requests by MDAs to establish training

institutes within their institutions such as the Office of the Director of Public Prosecutions.

The committee is of the opinion that there is no need to establish numerous training

institutes as this is a role that can be performed by the Kenya School of Government.

lnstead, institutions should consider developing curriculums based on their required

trainings then partner with the Kenya School of Government for execution.

d, The committee observed that poor absorption of funds by MDAs was partly attributed to

delayed exchequer releases. The National Treasury must ensure that resources are

released on time to ensure timely completion of projects,

e. Under the Ministry of Energy, the Committee is concerned that there appears to be

challenges with regard to implementation of key policies such as rural electrification as well

as Lake Turkana power project. The committee recommends therefore that before the

budget for this ministry is finalized, the Committee on Energy should endeavour to get a

status report on the rural electrification project with a view to charting a way forward with

regard to existing implementation challenges. On the Lake Turkana power project, there is

need to ensure that adequate resources have been budgeted for and provided.

f. On the blue economy, it was agreed that investments should not just focus on the lndian

Ocean but should include inland waters such as Lake Victoria and Lake Naivasha in order

to enhance productivity along the entire fishing scope.

g. Many departmental committees submitted requests for additional funding amounting to

Kshs. 142 billion for various projects under the Ministries, Departments and Agencies

within their purview. All these additional requests are provided in schedule lV. Given the

need to reduce the deficit, the committee reiterates that committees should prioritize

expenditures within the set ceilings and implement projects in phases over a number of

years. To this extent, any additional expenditure request must be matched by a reduction,

lndeed, the Committee encourages the MDAs to undertake austerity measures and try to

effectively use what has been allocated. Committees which reprioritized their expenditures

within the set ceilings and showed reasonable cause have had their requests approved as

contained in schedule l.
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h. The committee notes that there are some key budgetary requirements under some sectors

which have remained unfunded due to hard budget constraints but which are of utmost

priority. This includes interventions under the Health, Livestock, Social Protection, Energy

and lnfrastructure sectors. These are critical priorities which may require expenditure

adjustments in other non-core areas in order to meet these expenditures without affecting

the overall expenditure ceiling. To this extent, the committee encourages the various

ministries, departments and agencies to utilize their resources efficiently and effectively.

Any Ministry, Department or Agency with less than 80 percent absorption rate will be a

likely candidate for expenditure reductions during deliberations on the Annual Estimates of

expenditure.

RECOMMENDATIONS ON THE BUDGET POLICY STATEMENT AND THE MEDIUM TERM

DEBT MANAGEMENT STRATEGY

Policy Recommendations

35) Mr. Speaker, on matters of policy, the committee recommends as follows:

a. To address the concern on some information not being provided contrary to legal

provisions, my committee urges this House to resolve that in future, any submissions to

Parliament must be subjected to a checklist to see if all required information is provided

and all relevant laws have been complied with. Any submissions which don't comply with

the set out legal provisions will be returned to sender.

b. Arising from the concern on pending bills, the Committee recommends that the National

Treasury comes up with a commitment control policy on how to clear the current pending

bills within hard budget constraints in line with the Public Finance Management Act as well

as the Public Procurement and Asset DisposalAct.

Making decisions on capital spending requires information particularly on projects taking

longer than one year. ln particular BPS should not be tabled in the House without a list of

projects. ln addition, the 2018 budget estimates for development should be accompanied

by a list of reconcilable projects.

d. That to ensure openness and transparency in execution of donor projects, there is need to

amend the Public Finance Management Act to ensure that all projects financed through

external borrowing are approved by the Legislature.

tx.

c
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e. Given the concerns over the country's debt burden, the committee recommends that all

projects earmarked for funding through commercial borrowing be reflected in the final

budget lor 2018119.

f. That commitments from donors be tied to the budget cycle and should come in at the

preparatory stage before the budget is finalized.

g. ln view of the important linkage between policy, planning and budgeting, the committee

reiterates that the MTP lll must be finalized, published and laid in this house before budget

estimates are submitted.

h. To ensure the Big Four plan is implemented, the committee recommends that a delivery

unit can be created. The unit will set aside adequate time to review, monitor and in

consultation with parliament ensure that the Big Four plan is structured in such a way that

it will achieve its objective. lmportantly, the institutional framework will be modelled

towards achievement of better linkage between Office of the President and the Legislature.

This will enable creation of a results matrix, timely implementation as well as monitoring

and evaluation.

i. The Medium Term Debt Management Strategy proposal varies with the BPS. ln future,

BPS financing should be based on the debt management strategy. Furthermore, once the

borrowing plan is approved, it should be binding and any revision in the borrowing plan

must be re-submitted to the NationalAssembly.

Financial Recommendations

36) Finally Mr. Speaker, the Committee requests this House to adopt this report and resolve as follows

l. That the ceilings of each arm of government for FY 201812019 be capped as follows:

* Parliament

& Judiciary

'l Executive

- Kshs. 34.543 billion

- Kshs. 17.783 billion

- Kshs. 1,643.33 billion

ll. That the deficiUfiscal balance (on commitment basis including grants) be limited to no more than

6.5 percent of GDP in FY 2018/2019.

ilt That in effecting the proposed ceilings for each arm of government, the National Treasury should

take into consideration the policy recommendations of the Departmental Committees on specific

Ministries, Departments and Agencies which are in schedule lV.
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IV

VI

vil

That reallocations be effected as recommended by Departmental Committees and as per attached

schedule l.

That there is critical expenditure amounting to Kshs. 37 .077 billion which must be included in the

ceiling for 2018/19 as per attached schedule ll. ln order to finance the above expenditures and in

the spirit of austerity, the committee proposes a reduction across the board, of all ceilings by at

least 3 percent of recurrent expenditure which will yield approximately Kshs. 30 billion. This

proposed reduction excludes the expenditure allocation for Parliament, the Judiciary as well as

development spending. The remaining financing gap should be funded through enhanced

administrative revenue measures and increased effort on revenue collection.

That the National Treasury considers the following revenue raising measures: accelerate the

ongoing reforms within the Customs and Border Control to seal revenue leakages; expand

compliance measures through iTax system; promote voluntary tax compliance to ensure every

Kenyan within the tax bracket pays their share of taxes on income; and implement ways to tax

incomes from the highly dynamic digitalcommerce.

That any additional revenue measures that may result to additional revenues not in BPS should go

towards reducing the deficit.

Vlll. That the allocations to the county governments for FY 201812019 be as follows

a County Government Equitable share of Kshs. 314 billion

b. Conditional allocations from the national government's equitable share of revenue as

follows:

I ConditionalAllocation for Leasing of Medical Equipment Kshs. 9.4 billion

I Conditional Allocation for compensation for user fees foregone Kshs. 900 million

I Conditional Allocation for Level Five Hospitals Kshs.4.326 billion

* Conditional Allocation for rehabilitation of youth polytechnics Kshs. 2 billion

Jr- Conditional Allocation as supplement for construction of county headquarters

Kshs. 605 million

I Allocation from the Fuel Levy (15%) Kshs.8.269 billion

I Allocation from Loans and Grants Kshs. 33.242 billion

V

c Total allocation to county governments Kshs. 372.742 billion

IX That once approved by this House these recommendations together with Schedule lll SHALL form

the basis of the 2018/2019 budget.
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SHEDULLE I

Re-Allocation Recommended By The Departmental Committees

1. Departmental Committee of Administration & National Security
o Reduction of the ceiling for the State Department for Interior, vote 1021 by Ksh. 830

million from 130,836.5 to Ksh. 130,006.5 in the program General Administration, Planning
and Support Services, Recurrent Expenditure.

Population management services under the state department of interior be increased by Ksh
400 million from Ksh 8,494.3 million to Ksh 8,894.3 million to facilitate the issuance of
new generation identity card

a

a

a

a

2. Departmental Committee of Agriculture and Livestock

In the State Department for Agriculture

Reduction of Ksh 100 Million from the Crop insurance Programme and a fuither a
reduction of Ksh 100 Million from the Food Security Diversification Programme.

State Department for Correctional Services, vote 1023 be increased by KSh230 million
from Ksh 27,492 million to Ksh 27,792.6 million. The increase will go towards
correctional services program, Recurrent Expenditure to cater for Housing Leasing for
4000 Prison Officers.

The resource ceiling for the Independent Police Oversight Authority, vote 215l in the
2}l8ll9 Financial Year be increased by Ksh 200 million from Ksh 680.6 Million to Ksh
880.6 million to facilitate decentralization of services in 9 regional offices.

Reallocation of the above raised funds to the following agencies; KEPHIS - Ksh 40 Million
for establishing desks at Huduma Centres and AFFA - Ksh 160 Million for the
implementation of the Cane Testing Unit project. The Cane Testing Unit project is meant
to facilitate the implementation of cane payment based on quality which has been hampered
by inadequate funding.

In the State Department for Livestock

Reduction of Ksh 20 million from the Kenya Animal Genetic Resource Centre (KAGRC)
and a further reduction of Ksh 50 million from the Kenya Tsetse fly and Trypanosomiasis
Eradication Council (KENTTEC). The Monies realized from the reductions be reallocated

a

1

a



a

a

a

a

to Agricultural Development Corporation (ADC) tbr the development of Embryo Transfer

which is critical in the provision of good quality breed for the farmers.

Reduction of Ksh 50 million from the Livestock Value Chain support Programme and a

further reduction of Ksh 50 million from the integrated Agricultural Research for
Development (Nutri-business) and be allocated to Small Holder Dary Commercialization

Project. The uptake of coolers has been slow and those purchased in the last FY are yet to

be distributed, main focus should be on the capacity of small scale holder dairy farmers to

enhance the production of milk and create employment, further it is important to enhance

and support the small holder dairy prograrnmes to address food security issues which is

one of the big four agenda of the government

In the State Department of Irrigation

A reduction of Ksh 50 million from the Galana Kulalu lrrigation Scheme and a further

reduction of Ksh 50 million from the National Irrigation Expanded Project. The monies

realized (Kshs 100 million) will be reallocated to the Bura Irrigation Scheme to complete

the rehabilitation of the scheme particularly for the completion of the canal infrastructure.

The committee further recommends a further reallocation of Ksh 500 million from the

National lrrigation Expanded Project to the Agricultural Development Corporation which

has a lot of arable and idle land at its disposal in areas that have excellent climatic
conditions such as Tranzoia County.

3. Departmental committee of Justice And Legal Affairs

o The Judicial Service Commission budget ceiling be reduced by Kshs 15 million under

recurrent expenditure and this amount be reallocated to the State Law Office specifically

for the Kenya Law Reform Commission for office operations.

4. Department Committee For Environment and Natural Resources

In the State department for natural resources

Transfer of the Ksh. 39 million for the 4 new projects to finance the presidential initiative

of solving boundary disputes between Kenya Wildlife Service and local communities

neighboring Tsavo Conservation area (Re-allocations is within the same Programme of
Wildlife conservation & Management)

2

7
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SCHEDULE ll: PROPOSED ADDITIONAL FOR 2018/2019

SD for Livestock 500 Anirnal off-take
Ministry of Health 2,000 For lndigents Subsidy Conditional Grant

3,000 For Comprehensive Health Care Center

1,000 For KNH & MRTH

Controller of Budget 49 L2 million for basic salaries, 30.79 mill for
Compulsory contribution to National Social

Security Scheme, Gratuity for Civil Servants -

6.3 million, 80 million

5D Planning and Statistics 4,000 For National CDF

Attorney General 100 For supporting Arbitration of lnternational
Disputes

Parliamentary Service

Commission
t,o75 Development dev

National Assembly t,700 Recurrent : (Gratuity) rec

SD of Water services

SD of social protection

1,000 support national water and sanitation
strategic interventions for over 100000 peole

to have access to water
495 to increase counter part funding towards

orphans and vulnerable children - Funded by

World bank trust
10,000 for new roads 10000 Km roads

8,600 recruitment of teachers

National government affirmative action Fund Rec

Commission on revenue
allocation

58 for development of second maginalization
policy - 27 7 million and Public firrance

management - 30.4 million

30.4 - rec, 27.7 - dev

State Department of Energy 2,000 REA - 1 Billion, for electrification of public

facilities, and 1 billion for lnstallation of
Transformers in constituencies

1,362 1.36 billion for electricity in slum areas

Total 37,077

5D of lnfraltructur€

Teachers servie commission

State Department for
Gender Affaris

138
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) MI TES OF STH OF THE BUDGET
APPROPRIATIO S COMMITTEE HELD ON MONDAY. 26

FEBRUARY. 20 I8 IN MINI.CHAMBERS CO TY HALL
PARLIAMENT BUILDINGS AT 2:OO P ..M.

PRESENT

ABSENT

I ) Hon.

2) Hon.

3) Hon.

4) Hon.

5) Hon.

6) Hon.

7) Hon.

8) Hon.

9) Hon.

l0) Hon.

1 1) Hon.

12) Hon.

13) Hon.

14) Hon.

l5) Hon.

l. Hon.

2. Hon.

3. Hon.

4. Hon.

5. Hon.

6. Hon.

7. Hon.

8. Hon.

9. Hon.

l0.Hon.
I l.Hon.

Kimani Ichung'wah, M.P. - Chairman
Moses Lessonnet, M.P - Vice- Chairman
CPA John Mbadi, CBS, M.P
(Dr.) Makali Mulu, M.P.

Korei Ole Lemein, M.P.

Benard Masaka Shinali, M.P

Millie Odhiambo, M.P.

Twalib Bady, M.P.

Naisula Lesuuda, M.P.

Christopher Wangaya Aseka, M.P.

Danson Mwashako, M.P.

Florence Chepngetich Koskey, M.P.

James Gichuki Mugambi, M.P.

Paul Abuor, M.P.

Ruth W. Mwaniki, M.P.

Samwel Moroto, M.P.

(Dr.) Gideon Ochanda, M.P

Moses Kiarie Kuria, M.P.

Richard Onyonka, M.P.

James Mwangi Gakuya, M.P

John Muchiri Nyaga, M.P.

Sarah Paulata Korere, M.P.

Fatuma Gedi Ali, M.P.

(Eng.) Mark Nyamita, M.P.

(D..) John K. Mutunga, M.P.

Qalicha Gufu Wario, M.P.

1l



o



I

I MIN BAC 108 /20t81022 CONFIRMATION OF PREVIOUS MEETINGS
MINUTES

The minutes of the first meeting held on 20th December, 2Ol7 were read and

confirmed. They were proposed by Hon. Naisula Lesuuda and seconded by Hon.

Moses Lessonet.

The minutes of the second meeting held on 20th February,2018 were read and

confirmed subject to the corrections . They were proposed by Hon. Paul Abuor

and seconded by Hon. Christopher Aseka.

The minutes of the third meeting held on 22nd February,20l8 were read and

confirmed subject to the corrections. They were proposed by Hon. (Dr) Korei

Lemein and seconded by Hon. Bady Twalib.

The minutes of the fourth meeting held on 23'd February,2O18 were read and

confirmed. They were proposed by Hon. (Dr) Korei Lemein and seconded by

Hon. Florence Kosgey.

The minutes of the fifth rneeting held on 23'd February,20l8 were read and

confirmed subject to the corrections. They were proposed by Hon. John Mbadi

and seconded by Hon. Christopher Aseka.

The minutes of the 6th meeting held on 24th February,2018 were read and

confirmed subject to the corrections. They were proposed by Hon. Bady Twalib
and seconded by Hon. Mugambi Gichuki.

The minutes of the 7th meeting held on 24th February,2018 were read and

confirmed subject to the corrections. They were proposed by Hon. (Dr) Korei

Lemein and seconded by Naisula Lesuuda.

MIN BAC /08 /2018/03: MATTERS ARISING
Members made some corrections and the secretariat was asked to update

appropriately.

MIN BAC /08 l20t8l04z BRIBFING AND ADOPTION OF THE
COMMITTEE REPORT ON BUDGET POLICY STATEMENT AND
THE MEDIUM TERM DEBT MANAGEMENT STRATEGY FOR
2O18II9 AND THE MEDIUM TERM
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12.Hon Jude Njomo,M.P

PARLIAMENTARY BUDGET OFFICE

1) Ms. Phyllis Makau

2) }l4r. Martin Masinde

3) Mr. Robert Nyaga

4) Ms. Lucy Makara

5) Ms. Millicent Makina

6) Mr. James Chacha

COMMITTEE SECRETARIAT
l. Mr. Joseph Ndirangu
2. Mr. Danson Kachumbo

3. Mr. Joram Baraza

Director,PBO
S/Deputy Director, PBO

Deputy Director, PBO

Chief Fiscal Ananlyst

Fiscal Analyst

Fiscal Analyst

Lead Committee Clerk/Fiscal Analyst

Assistant Cler}</ Fiscal Analyst

Office Attendanta

AGENDA

1. Preliminaries / Confirmation of Agenda
2. Confirmation of Minutes
3. Matters Arising
4. Agenda:

(i) Briefing and adoption of the Committee report on Budget Policy
Statement and the Medium Term Debt Management Strategy for
20l8ll9 and the Medium Term

5. Any Other Business

MINBACl08l20l8l0l: PRELIMIN S/ CONFIRMATION OF

AGENDA

The Chair called the meeting to order at 2:20 p.m and welcomed members to the

meeting. Thereafter, a word of prayer was said. In his introductory remarks, the

Chair thanked members for their punctuality. The agenda was confirmed.
I

I
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The Committee was taken through the draft committee report. Members

proposed made various changes and asked the secrelariat to incorporate them.

After long deliberations the report was adopted. The report was proposed by

Hon. Danson Mwashako and seconded by Hon. (Dr) Korei Lemein.

MrN BAC /08 /2018/05: ANY OTHER BUSINESS

The Chair informed the Members that with adoption of the report, he will
proceed to lay it on the floor of the House on Tuesd ay,27'h February,20l8 and it

is expected that the debate will commence on Wednesday,28tn February,2Ol8,

he thus asked members to make sure they are in the House. He informed

members that the next meeting will be held on Thursday, 1" March,2018 at

County Hall, Mini-Chambers at l0:00a.m to discuss the legislative proposals

"Money Bills" that have been referred to the Committee.

MIN BAC l0l 12017/06: ADJOURNMENT
There being no other business the meeting adjourned at 5:20 p.m

SIGNED

HON. AH, M.P.
CHAIRMAN, BUDGET AND APPROPRIATIONS COMMITTEE

b\\
DATE
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MINUTES OF 7'rlt SITTING (AFTERNOON SESSION) OF? THE

TREA NTHE2 18 BUD T POLI STA

C.
F RUARY 18 AT CON N

ENT

l. Hon. Kimani Ichung'wah, M.p- Chairperson
2. Hon. John Mbadi. M.P.
3. Hon. Richard Onyonka, M.p.
4. Hon. Samwel Moroto, M.p.
5. Hon. Millie Odhiambo, M.p.
6. Hon. Twalib Bady, M.p.
l. Hon. (Dr.) Makali Mulu, M.p.
8. Hon. Benard Masaka Shinali, M.p.
9. Hon. Korei OIe Lemein, M.p.
10. Hon. Naisula Lesuuda, M.p.
I 1. Hon. James Mwangi Gakuya, M.p.
I2. Hon. Christopher Wangaya Aseka, M.p.
13. Hon. Fatuma Gedi Ali. M.p.
14. Hon. (Eng.) Mark Nyamita, M.p.
15. Hon. Florence Chepngetich Koskey, M.p.
16. Hon. James Gichuki Mugambi, M.p.
17. Hon. Paul Abuor, M.p.
18. Hon. Danson Mwashako, M.p.
19. Hon. Qalicha Gufu Wario, M.p.
20. Hon. Ruth W. Mwaniki. M.p.

ABSENT WITH APOLOGIES

l. Hon. Moses Lessonet, M.p- Vice Chairperson
2. Hon. (Dr.) Gideon Ochanda. M.p.
3. Hon. Moses Kiarie Kuria. M.p.
4. Hon. John Mr"rchiri Nyaga, M.p.
5. Hon. Jude Niorno. M.p.
6. Hon. Sarah Paulata Korere, M.p.
7. Hon. (Dr.) .lohn K. Mutunga, M.p.

BUDGE AP OPRIA NS CO ITTEE PORT TIN
NT 24

OMA H S

1l



PARLIAMENTARY BUDGET OFFICE

l. l"is
2. Mr
3. Mr
4. Ms
5. Mr

r lrJlrrJ lvlal\au
Martin Masinde
Robert Nyaga
Millicent Makina
James Chacha

lJll sutu!

Senior Deputy Director
Deputy Dircctor
Fiscal Analyst
Fiscal Analyst III

Clerk. National Assembly

Director Committee Services

Clerk/ Fiscal Analyst III
Fiscal Analyst lll
Legal Counsel II
Sergeant at Arms

Office Attendant

SECRETARIAT

l. Mr. Michael Sialai, EBS

2. Ms. Florence Abonyo
3. Mr. Joseph Ndirangu

4. Mr. Danson Kachumbo

5. Ms. Lynette Otieno

6. Mr. Abdi Salat

7. Mr. Joram Baraza

AGENDA
1. Preliminaries i Confirmation of Agenda
2. Confirmation of the previous meeting minutes
3. Matters Arising
4. Agenda:

i. PBO presentation on 201 I BPS

ii. Committee recommendations to 2018 BPS

5. Any Other Business

,l

i

I

.l

I

i.

ARIES/CONFIRMATION OF
AGENDA

The chairman called the meeting to order at 3.00 p.m. and welcomed members

of the committee to the meeting. Thereafter, Hon. Danson Mwashako. M.P. led

the committee with a word of prayer. The chairman called upon the director.

Parliamentary Budget Office fo make her presentation.

^lzl



MIN BAC 105 l20l7l02z PARLI TARY BUDGET OFFICE
GET POLICY STATEMENT

The presentation highlighted that the BPS is a policy document that outlines the

policies that set out broad strategic priorities. The BPS is informed by the

following documents:

/ The vision 2030

/ Medium term plans

/ Ministerial and Sectoral Strategies

I Big Four agenda

/ lmportantly the MTPIII was expected to inform BPS this year however

this is not the case.

A. Adherence to the legal framework
Some information still not included

/ List of allproposed projects

/ List of pending bills

/ Binding ceilings for the development expenditure and personnel spending

of the national government budget approved by Parliament

/ specific gaps

B. Realism of the Macro-economic framework:
There are risks to achieving the growth rate namely

/ Agriculture we could be staring at a drought

/ Fiscal consolidation

/ Low incentive to support exports

I BiE Four Agenda-it will take more than one year, because result matrix

not fully agreed upon

3l



C. Fiscal Performance and Policy Outlook:

The budget deficit is a moving target and this excludes grants. Revenue

targets being missed every year. Sector aligned to the big four agenda do

not seem to be considered for the resource allocation. The wage bill

policy is weak.

D. Comments and request from Department Committees

/ The BPS has not given a Policy direction on the pending bills, is there a

move to stop accumulation of further pending.

/ There seems to be no collaborative framework between Nation

Government and County Government on the Big Four Agenda.

Comments from Plenala

/ It is important for all the projects to be outlined. The list is the last

backbone of programme based budgeting

/ How does the Committee enforce compliance from the National Treasury

on issues such as MTP III.

MIN BAC 105 12017103: COMMITTEES RECOMMENDATIONS

The following were committee recommendations

A. REALLOCATION RECOMMENDATIONS

The rationale for reduction of the Kenya Tsetse Fly and Trypanosomiasis

Eradication Council is not clear. The Council has over the years

complained on underfunding further the Committee on Agriculture did

not give an explanation for reduction of the money. The rationale for

removal of funds from the Livestock Value Chain Support Program is not

clear. The Committee however agreed with the reduction.

4l
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2. The Committee agreed with the proposed reduction of 500 from National

Irrigation Expanded Project to the Agricultural Development Corporation.

3. The Committee agreed with the proposed reductions and reallocations

proposed by departmental committees when they interrogated the 2018

BPS. However, the Committee noted that in future consideration of BPS

there is need for clearer justification for reduction of funds from

Departmental Committees.

B. REQUEST FOR ADDITIONAL RESOURCES

l. It was observed that some funds for roads subsequently classified as

county roads are still being held by the national government.

2. There should be safeguards for NGCDF to ring fence the allocation.

3. There is need for austerity measures to be undertaken at the County level,

the Ministry may initiate negotiations with the Counties on this matter.

4. The budget deficit should be retained at 6 percent.

5. The NGCDF should be allocated additional funds the money can be

sourced from State Departments with low absorption rates.

6. Parliament's Budget, gratuity for members who were have served for

more than one term is important and should be retained as it is critical.

7. Maintain Senate budget ceiling at 5.8 Billion and Treasury to look for

funds for M&E for Senate 1.4 and the 1.7 billion for National Assembly

gratuity for members.

8. The Committee recommends National Treasury to allocate-

Under the Ministry of Agriculture, Kshs. 500 million for animal

off take program in ASAL areas. In addition, there should be a

mechanism for monitoring and evaluation this program.

the Controller of budget be allocated Kshs 49 million for

Mortgage Scheme

II

sl



IV

vl

vll

xlll

v

Commission on Revenue Allocation be allocated Kshs 58 for

mar ginalizati on pol i cy

Ministry of Health Kshs. 2 billion for indigents subsidy

(conditional grant), Kshs. 3billion for Comprehensive Health

Care Center and KNH and MTRH Kshs I billion

State Department for Planning and Statistics NGCDF Kshs 4

billion. There's need for monitoring of NGCDF and public

participation.

Attorney General to be allocated Kshs 100 million for

arbitration of International Disputes

Parliamentary Service Commission (PSC) to be allocated Kshs

1,07 5 million for development expenditure. ISMS is a long term

project that will enhance safety and security in Parliament.

Parliamentary Service Commission (PSC) be allocated Kshs 2

billion for National Assembly recurrent expendirure

State Department of Social Protection to be allocated Kshs 495

million

State Department of Infrastructure Kshs l0 billion to complete

the various ongoing infrastructure projects.

Teachers Service commission Ksh 8.6 billion for the

recruitment of teachers

REA to be allocated Kshs. I billion to be provided for

Installation of transformers in constituencies under the Power

Transmission and distribution Programme.

REA to be allocated Kshs 1.362 billion for GPOBA programme

for installation of electricity in slum areas under the Power

Transmission and Distribution Programme.

State Department for Gender affairs Kshs 138 million for

National Government Affirmative Action Fund.

vill.

ix.

x.

xi.

xii.

xlv
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MIN BAC IO5 I2OI7 : AD.IOURNMENT

The clerk informed members that the Liaison Committee agreed that moving

forward, members sitting allowances during retreats shall be paid together with

their salaries and that they will be paid subsistence allowance only. There being

no other business the meeting adjourned at 8.00 p.m. The next meeting shall be

Monday, 26th February 2018 at 2.00 p.m. at Mini- Chamber, County Hall.

SIGNED

HON. Gr P.
CHAIRMAN, BUDGET AND APPROPRIATIONS COMMITTEE

),bl'l tf
DATE
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MINUTES OF THE 5
'rH SITTING (AFTERNOON SESSION ) OF THE

BUDGET N APPR PRIATIONS COMMITTEE P WRITING
RETREAT ON THE 2OI8 BUDGET POLICY STATEMENT (BPS). 23

FEBRUARY 2OI8 AT AMANI CONFRENCE. BOMA HOTEL, SOUTH C.

PRESENT

l. Hon. Kimani Ichung'wah, M.P- Chairperson
2. Hon. John Mbadi, M.P.
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5. Any Other Business

MINBAC 10412017/08:SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON SPORTS, TOURISM AND CULTURE

The presentation fror-n the Cornrnittee on Sports, Tourism and Culture highlighted

that the sector was one of the most productive sectors generating Kshs. 120 billion
in terms of revenue from the Tourism sector however there was a shortfall in the

allocation of funds to the sector. The State Departrnent for Tourism, the State

Department for Sports development, State Department for arts and culture are less

than the resource requirements by Kshs 8,404 rnillion, Kshs. 8, 816 million and

Kshs 4,684 million respectively.

The State Deparlrnent for Sports Development ad been allocated Kshs 2,269 rnillion
out of the Kshs 11,085 million requirerrent creating a shortfall of Kshs 8, 816

rnillion, State Departrnerrt for Heritage was allocated Kshs 3.8 billion out of Kshs

9,219 billion requirement creating a shortf-all of Kshs 5,419.3 billion.

The Cornmittee highlighted that the Ministry of Tourism had planned to undertake

several projects such the construction of the Kenyatta International Convention

Centre Annex that is expected to expar-rd the capacity of KICC to host international

conferences and exl-ribitions. the construction of the Mornbasa International

Convention Center (MICEO that will market Kenya as a Conference Tourism

Destination in the region and internationally, upgrade of the Mama Ngina ndrrive

waterfront into a rrodern waterfront recreation area of global standards and

construction of the Rorrald Ngala Utalii College. The committee however noted that

there was an inordinate delay in corr-rpletion of sorne projects such as the Ronald

Ngala Utalii College which had been financed over several financial years.

The Cornmittee however rroted that there was need to arnend the Air Passenger Act,

2016 to have the Ministry of Tourism included as a beneficiary of the Fund

established under the Act. TI-ris would propel the unlocking of Kshs 6 billion thatI
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has been collected since enactrnent of the Act by the national treasury in terms
air passenger taxes and enable meet the deflcits in budget policy statement.

The cornrnittee highlighted that the implementation status of projects in the stat
departnterrt for Sports Development was still at 20-35026, tl-ris however did n

reflect the absorption rates of the State Deparlrrerrt. It was firrlher noted ur-rder th
State Department for Heritage there a lot of pendirr-e bills relating to recu
expenditures for staff pensions.

The committee on Sports. Culture and Tourism recornmended that comrni
approves the budget policy statement for each department.

The Cornmittee on Sports Culture and Tourism further recornmended
allocation of the following additional resources as follows:

(i) Ksh. 6 Billion collected from the air passenger service charge to
directed to the Ministry of Tourisrl by the National Treasury
irnpl ernentation o f urrderf urnded priori ty pr.o.i ec ts

(ii) The budget ceiling for the State Depar-trnent fbr Sports Developrnent
increased to enable the departrnent implement its priority projects

(iii) An additional allocation to operationalize the Kenya Heroes Act.2014.
(iv) The State Departrnent of Heritage to expedite payllent of pending bills

Kshs 546,903,080 that is meant to compensate ernployees
(v)

The Committee recommended the funding of the following key priority projects
follows-

(ri) The new Kenya International Convention Annex Kshs 27 billion
(vii) Mombasa International Convention Center Kslrs 29 billion
(viii) Ronald Ngala Utalii College Kshs 8.923 billion
(ix) Practical Training Block for the Kenya Utalii College Kshs T5Omillion
(x) National food safety and hygiene standards gr-rrdelines compliance

hospitality sector Kshs 650 million
(xi) Nairobi International Convention and exhibition Centre Kshs l7 billio
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After the presentation, rlernbers deliberated on the report presented and raised the

fbllowing concerns:

(i) There was concern as to whether an amendment to the Air Passenger Act
would result in redirection of all funds collected under the Act to the

Ministry of Tourism.
(ii)Whether there was any austerity measure that could be undertaken in the

various SAGAs in the sector.

(iii)Whether increase to tourism sector translates to an increase to the earnings

of the country and in turn the GDP.
(iv)There was a need for sourcing of funds for ongoing projects to fast-track

their cornpletion before commencement of new projects.
(v)The construction of new stadiums should be rationalized and new stadiums

should only be constructed in areas they will be effectively utilized.

MIN BAC 104 12017109: SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON HEALTH

The presentation fi'om the Cornmittee on Health highlighted that based on the Big
Four agenda there was a focus in 2018 BPS on provision of Universal Health Care.
The budget ceiling for Health sector for 2018/19 was Kshs. 69.9 billion, the
proposed budget ceiling was less compared to the resource requirelnent of
Kshsll5.8 billion. This resource gap presented a huge budget constraint to the
sector in light of the fact that the Government's intention to actualize Universal
Health Care by 2022 as one of its big four plan especially in the rolling our the
supportive capital projects.

The Cornmittee observed that government planned to equip rrrore hospitals with
specialized equipment and establish referral hospitals as part of the supportive
initiatives towards Universal Health Care. The Comrnittee highlighted that there
was inadequate inforrrration provided by the Ministry of Health as regards to the
extension of Managed Equiprnent Service and establishn-rent of ref-erral hospitals.
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The Comrnittee highlighted that the government had over the pasr r-olled o
various initiative such insurance for the elderly, poor and disabled under the soci
insurance program airned at supporling the Universal Flealth Care asenda.

The Corlrmittce observed that the Health Act,20l 7 rvas yer ro bc irnplemen
hence the need to fast-track the process of irnplernentation to provide clarity
terms of function of the National Governrnent and County Governrnents
provision of Health services.

TIie Cornrnittee highlighted the need for an establishrnerrt of cancer"screeni
center at the County level to allow early diagnosis ancl screening. This wou
supporl the existing efforts towards ensuring reduction of cancer incidences in t
countrv

The Colnmittee recommended that the budget policy staternent be approved
each deparlrrrent and an additional l(sh 6 billion approved towards
irnplernentation of [Jniversal Health Care.

The additional Kshs 6 billion to be allocated to the following critical areas
follows

(i) Provision of subsidies to cover indigents Kshs. 2 billion
(ii)Establishment of regional Comprehensive Cancer Care Centres- Ks

3 billion i
(iii) Equipping the Kenyatta Narional I-Iospital and Moi Teaching

Referral Hospital Cancer Units -Kshs I billion.

After the presentation, members deliberated on the reporl preserrted and raised
lollowing conceffrs:

i. Health was a devolved function and county governments shoulci pla
critical role in delivering affordable health care, thus there was nee

find a way to progressively reduce the national government bud
allocation to functions that had been devolved to the Counties
There was need to for monitoring and evaluation of the Manll

Equipment Service to ensure value for rnoney
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There's need to increase support to referral hospitals that are to play l<ey

supporlive role in provision of universal health care.

A system should be developed to assist the elderly access health care

through NFIIF.

MIN BAC 104 l20t7ltO: SIJ ON BY THE DEPARTMENTAL

ill

IV

COMMITTEE ON DEFENCE AND FOREIGN RELATIONS

The presentation of the Comrnittee highlighted in the MTEF sector classiflcations,
the Ministry of Defence and the National Intelligence Service were classified under
the National Security Sector. The Ministry of Foreign Affairs and International
Trade was classifled under the Public Administration and International Relations,
whereas Ministry of East Afiican Comrnunity and the Northern Corridor
Developrnent was classified under the General Economic, Commercial Affairs.
These sectors were key in the delivery of goals and objectives of the three pillars of
Vision 2030, the Sustainable Developrnent Goals and the Big Four Agenda.

The Cornrnittee highlighted that the National Security sector was focusing on

scalir-rg up investments towards rnodernization of security systems aimed at

strengthenir-rg Kenya's border security. building capacity for effective and faster
investigations and strengthening coordination among security agencies with
stronger community parlnerships.

The Cornrnittee on Def-ence highlighted that 2018 BPS had placed regional
integration as enabled fbr achieving the big four agenda through provision of a

market fbr the manufactured products. The Ministry for East African Affairs
together with other relevant agencies was expected to implement an elaborate
rnarketing strategy to diversify the country's export markets including penetration
of new markets.

The Cornrlittee on Def-ence however noted that the State Deparlrnent fbr East
Afiican Integratior-r had not been re-organized into the Ministry of East Afi'icar-r

Comtnunity and Northern Corridor consequently certain critical compor-rents had
not been funded in the BPS.
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The Conrn-rittee further rroted that part of the progranl.ltes the Ministry of Foreig
Affairs and International Trade would be running inclr-rded growinu Kenya'
diplornatic foot print and representation globally by operring fully f'1edg

ciiplomatic missions and consulates in countries with high potential lor gror.ving

business and trade with Kenya as employment opporlur-rities fbr Kerryans. Sorne

rnissions that were expected to opened include Rabat(Morocco), Accra (Ghana) and

Dakar(Senegal).

The Comrnittee on Defence and Foreign Relations recon-tmended the approval of
the following ceilings as follows -

(a)l(shs. 97,151 million for the Ministry of Defence. vote l04l as proposed in
tlie 2018 BPS

(b)l(shs 19,428.3 million fbr the Ministry for the Ministry of Foreign Afl-airs
and International Trade, vote l05las proposed in the 20lB BPS

(c) Kshs 1,646 million lor the Ministry of East Afi'ican Corrmunity and Northeln
corridor Development, Vote I I 83 as proposed in the 201 B BPS

(d)Kshs 28,591 rnillion for the National Intelliger-rce Service Vote 1231 as

proposed in the 2018 BPS

The Committee on Defence further recommended the allocation of the following
additional resources as follows:

(i) Operationalization of a fully-fledged Ministry of East African Comrrunity
and Northern Con'idor Kshs. l33Million.

(ii) Operations etficiency for the Ministry of East African Corlr.nunity and

Northern Corridor Kshs. 300 Million.
(iii) Execution of the technical mandate of the Ministry East African

Community and Northern Corridor Kshs. 434 Million.
(iv) Kshs. 1, 502 Million for personnel emoluments for the Ministry of

Foreign Affairs.
(v) Adjustrnent of the Ministry of Foreign Affairs Head Quarlers operations

and rnaintenance base Kshs. l,000Million.
(vi) Kshs. 500 rnillion for a foreign exchange risk assurnption facility.

8r
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(vii) Kshs. 900 Million for operationalization of authorized diplornatic

rnissions.

After the presentation, menrbers deliberated on the report presented and raised the

following concerns:

(i) The National Intelligence Service was allocated additional funds in the

Supplementary Estimates, and it was important to find out if this allocation

was fully absorbed.

(ii)An account and audit on the amount of A-in-A collected from foreign

missions should be conducted.

(iii)When was the last economic audit on missions conducted which can help to

reduce costs, rationalize the effectiveness of maintaining certain foreign

missions and the savings from rationalization of rnission used to establish

new missions.

MIN BAC 104 l20t7ltt: SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON LANDS

The presentation of the committee highlighted that the Ministry of land had been

allocated a ceiling of Kshs 5,883.2 million against a request of Kshs 12,762 million.
The National Land Comrnission had been allocated Kshs 1,694.7 million against a

request of Kshs 5,287 million. The shortfalls would adversely affect the operations

of the Ministry and the Commission which was meant to contribute towards the Big
Four Agenda.

The Ministry of Lands and Physical Planning as an enabler of the Big Four agenda

would facilitate the irnplementation of the initiative by undertaking the

identification of land, valuation of identified land to determine the extent of subsidy
and facilitate the transf-er and registration of property.

The Miriistry of Lands and Physical Planning had pending bills frorn previous
Financial Years amounting to Kshs 268,886,059.80 that had been fbrwarded to the
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National Treasury whereas the National Land Comrnission had settled rnost of th
pending bills save for Kshs 15 rnillion that is meant to pay staff graruity.

The con-rrnittee on Lands recommended that the Committee approves the budg
policy statement as follorv:

(a) The budget ceiling for the National Land Commission be approved as containe
in the BPS.

(b) The budgetary ceiling vote l1l2 for the Ministry of Lands and Physica
Planning to be enhanced to Kshs l0 billion to meet the Big Four Agenda.

After the presentation, members deliberated on the repoft presented and raised th
following concerns:

(i) Infrastructure developrnent projects such as the construction of I

registries could be staggered over several financial years.
(ii) There is need to prioritize the suniey and maintenance of National and

International Boundaries
(iii) There was concern on whether the settlement of historical injustices was

still a priority of the Ministry or this matter had been shelved in exchange
of new ideas to settle this matter.

MIN BAC 104 l20l7ll2z S[IBMI ION BY THE DE,PARTMENTAL

{

l

COMMITTEE ON ENVIRON MENT AND NATURAL RESOURCES

The presentation of committee highlighted that the NEMA was on the path of
financial sustainability before the ban on collection of EIA fees which had been
projected that the authority would have been collecting Kshs 1.38 billion by 2020.
Further the Wildlife Conservation and Management Act, 2Ol3 had provided for
compensation for personal injury, death or damage to crops as a result of wildlife
invasion.
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The clairns since enactment of the Act was at Kshs l5 billion and would annually
translate to claims arnounting to Kshs 5 billion. The ban on EIA fees together with
the compensation provided under the Act had created a great burden on tax payers.

The committee also noted that the last ranger recruitment by Kenya Wildlife
Service was conducted in 2015 in which 1,200 rangers were recruited, however

KWS requires 1,000 additional rangers which needs to prioritized.

The committee on Environrnent and Natural Resources recommended that
committee approves the budget policy statement for each deparlment as follows

a) In the State Departrnent for Environment the proposed ceilings of
Kshs.2.9162 billion for recurrent and Kshs 3.8480 billion for Development
be approved.

b) In the State Departrnent for Natural Resources the proposed ceilings of Kshs
13.6674 billion for recurrent and Kshs 4.0230 billion for development be

approved.

c) In the State Department for Water Services the proposed ceilings of Kshs
4.2258 billion for recun'ent and Kshs 31.0270 billion for development be

approved.

d) In the Ministry of Mining the proposed ceilings of Kshs l.ll399 billion for
recurrent and Kshs 736 million for development be approved.

The Cornrnittee on environment and Natural Resources further recommended the
allocation of additional resources as follows:

(i) Kshs I Billion to support the National Water and Sanitation Strategic
Interventions Programmes

(ii) Kshs. 740 Million to the Ministry of Mining for the airborne survey.
(iii) Kshs 205 rnillion to the Ministry of Mining for the pending bills accrued

by the government through payrnent of legal fees for the cortec case.

The Cornmittee recommended the following reallocation-
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(i) Allocation of Kshs 39 milliorr in the State Departtrent fbr Natura

Resources to finance new projects to be transf-erred to finance th

presidential initiative of solving boundary disputes between Keny

Wildlife Service and local communitics neighboring Tsavo conservatio

area.

After the presentation, members deliberated on the report presented and raised th
following concerns:

(i) Compensation for loss of life and crops as result of wildlife is imporlan

and this provision of the law should not be amended.

(ii) The procedure of rnaking claims and payrnent of compensation fo
injury or loss of life as a result of wildlife rreeds to be rrrade mo

transparent to avoid delays in transnrission of payntent to victirns.

MIN BAC 104 l20t7lt3: SUBMISSION BY THE DEPART
COMMITTEE ON AGRICULTURE AND LIVESTOCK

The presentation of the Cornrnittee highlighted that agriculture had been identif r

as one of the key pillars in delivering rapid social economic transfbrmation as

security however the allocation for the state deparlrnent fbr agriculture was lower i

FY 201812019 in comparison to FY 201712018 by I(shs l0 Billion.

The State Department of agriculture and Crops Developrnent was allocated Ks

16.5 billion composed of Kshs 5.7 billion for recurrent expenditure and Kshs 10.

billion for development expenditure. The State Deparlment of Livestock wa

allocated Kshs 11.0 billion composed of Kshs 5.7 billion for recument expendi

and Kshs 5.3 billion for developrnent expenditure. The State Depaftnrent o
Fisheries and Blue Econorny was allocated Kshs 3.9 billion composed of l(shs I

billion for recument expenditure and Kshs 2.0 billion fbr developrnent expenditure

The State Department of Irrigation was allocated Kshs 15.6 billion cor-r-rposed o

Kshs 971-5 million for recun'ent expenditure and Kshs 14.7 billion for developrnent

expenditure.
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The Committee highlighted that fertilizer subsidy initiative had been funded since
2008 however the funding had not translated into improved production due to low
quality of seeds and the adaptability of seeds to varying climatic conditions. There
was need to invest in seed subsidy alongside the ferlilizer subsidy for efficiency and
better results.

The Cornrnittee noted that irrigation and land acclamation of ASAL areas and
wetland zones would increase food production and greatly contribute towards
achievement of food and nutrition security as outline in the Big Four Agenda.

The Committee observed that a Coffee Implernentation Sector Task force had been

set without a corresponding budgetary allocation. The task force is vital for the
sector as it would lead to value addition and help to create markets for coffee
produce.

The Cornmittee noted that pending bills for the state departments its oversighted
had continued to increase and this was largely attributed to delayed exchequer
releases.

The conttnittee on Agriculture recomffrended that the committee approves the
budget policy statement for each department as outlined in the BPS and additional
resources to be allocated as follows:

(i) Kshs 1500 Million to Mumias Sugar Company to undertake factory
upgrades.

(ii) Kshs 300 Million to be allocated to fund the Coffee Subsector
Implernentation Committee (CSIC)

(iii) Kshs 500 Million for Kenya Meat Commission for the Modernization
of its Machinery and Equiprnent.

(iv) Kshs 500 Million fbr the Anirnal Offtake Programme to cushion
f-arrners fi'onr loses resulting frorn the ongoing drought particularly in
ASAL areas.

(r) I(shs 375 Million for Modemization Programme to the Kenya Meat
Cornrlission

The Comtnittee firrther reconlmended the following reallocation and reductions
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(i) Kshs 100 Million lronr the Crop Insurance Programme and Kshs 100

million from the Food Security Diversification Prograrnme to be reduced
and reallocated as follows
(a) Kshs 40 rnillion to KEPHIS for establishntent of desl<s at Huduma

Centres

(b)Kshs 160 Million to AFFA fbr irnplernentation of the Cane Testing
Unit

(ii) Reduction of Kshs 20 Million fi'orn the Kerrya Arrinra Cenetic Resource

Centre and reduction front Kshs 50 Million fi'orn the Kenya Tsetse Fly
and Trypanosolniasis Eradication Council and the rnonies reallocated to
the Agricultural Developr-nent Corporation for development of ernbryo
transfer.

(iii) Reduction Kshs 50 Million from Livestock Value Chain Suppon
Programme and Kshs 50 Million fi'om Integrated Agricultural Researcl-r

for Developrnent to be allocated to Small Holder Diary
Commercial ization Proj ect.

(iv) Reduction of Kshs. 50 Million fi'om Galana Kr-rlalu Irrigation Scheme
and Kshs 50 Million fi'om the National Irrigation Expanded Project to be

reallocated to Bura Irrigation Scheme amounting to Kshs 100 Million

After the presentation, mernbers deliberated on the report presented and raised the
following concerns:

(i) There was treed lor provision of a rationale for the reallocation of funds
from the National Irrigation Expanded Project to the Agricultural
Development Corporation due to the importance of irrigation.

(ii) There was need for clarity on the rationale for reduction of funds fi'orn

the Tsetse fly and Trypanosomiasis Eradication Council yet there was a
rise tsetse fly infestation in certain areas.

(iii) The annual allocation of finances to Kenya Meat Comrnission should be

rationalized as this allocation lras been ongoing over several financial
years and the Cornmission ought to be self -sustaining.

(iv) There need for clarity in functions to ensure there no allocation to
projects which are a preserve of County governntents.

l4 
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(v) The Natiortal Governrnent should outline the strategic plans they have set
up to realize the Big Four Agenda on food security which was not
evident in the budget policy staternent.

(vi) There's need to revamp existing industries in the sugar sector as they
have the potential of generating large revenues as opposed to closing the
companies in that industries.

(vii) The absorptior-r rate fbr the State Deparlment for livestock was 63 per
cent in the FY 201712018 this can be a potential area to fund deficits in
other sectors.

MIN BAC 104 l20l7ll4: SUBMI SSIO N BY DEPARTME NTAL COMMITTEE
ON ADMINISTRATION AND NATIONAL URITY

The presentation of tlie cornmittee highlighted that the allocation in the sector was
guided by the Big Four Agenda and the unfinished agenda of police reforms and
modernization of secr-rrity equiprnent which were being implemented in the second
Medium Terrr. Specifically tl-re priority areas would focus on scaling- up
investtnents in security infl'astructure such as installations of surveillance and
control systems and equipping of the forensic laboratory, Acquisition of 20,000
police houses, Acquisition of 10,000 motor bikes for Chiefs and Assistant Chiefs,
Installation of the 3rd generation Identity Card System.

The Cornrnittee highlighted that there was concems on the Police Housing projects
as there was no clarity on the exact number of housing units owned by the police
Service. The Cornrnittee recon-lrlended that an audit be done to ascertain the exact
number of units that have been completed and the ongoing ones

The Cornrnittee highlighted the need for allocation of resources for construction of
hospital for police offlcers.

The committee reconrtrended the budget policy statement for each department be
approved as follows

a) The cerling of I(shs 11,035 million for the Presidency, vote l0l l be
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approved as the BPS.

b) The reduction of the ceiling for the State Depar-trnent for Interior, v

i02i by Kshs 700 miiiion from i:0,8:o.5 to Kshs lJU,lJ6.5 rn rh

program General Administration, Planning and Support Services

Recurrent Expenditure.

c) The ceiling for State Departrnent for Correctional Services, vote 1023 be

increased by Kshs 300 rnillion from Kshs 27,492 million ro Kshs

27,792.6 million. The increase will go towards correctional services

program, Recurrent Expenditure to cater for Housing Leasing for 4,000

Prison Officers.

d) the resource ceiling for the Independent Police Oversight Authority, vote

2151 in the 2018119 Financial Year be increased by Kshs 200 rnillion

fi'om Kshs 680.6 Million to Kshs 880.6 rnillion to facilitate

decentralizalion of services in 9 regional offices.

e) The ceilings for Public Service Commission, Vote 2011 be retained at

Kshs. 1,387 rnillion and National Police Service Comrnission, Vote 2101

at Kshs 552 rnillion.

f) The ceiling for Public Service Transformation program, under State

Department for Public Service and Youth Affairs, Vote l2ll be

increased by Kshs 200 million from Kshs 3,815.6 rnillion to Kshs 4,075.6

to facilitate employment of new ICT staff in each Huduma Station, under

the sub-programme Huduma Kenya.

After the presentation, members deliberated on the repon presented and raised the

following concerns:

a) There is need for an upgrade of police stations to improve the worl<ing
conditions of nolice officers

l6l
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b) There should be sct'utiny for funds allocated on purchase of police vehicles
by the State Departntent of Interior.

c) Whether the additional request for funding for housing for police officers will
be Iirnited to towns or also cater lor rural areas.

d) There is need for consideration of police patrol systems including around the

water basins. This should include transportation within the waters and

provision of housirrg.

e) Where does money fbr rernuneration of Kenya Police Reservist fall

0 The acquisition of motorbikes for chiefs and assistant chiefs is not being put
to good use due to the fact that in certain areas they motorbikes are not being
utilized. In view of this, the purchase of motor vehicles may be a more viable
proposition.

g) Construction of housing by investors and subsequent purchase of such houses

by Government n-raybe a more cost effective rreasure or transferring the
provision of housing to NGCDF.

h) The provision of housing should be a function of the state department
responsible fbr housing as opposed to the Ministry of Interior.

i) The Forensic lab tl-rat liad been funded has not been effectively utilized.
j) Whether there is need for decentralization of physical offices by the

Independent Police Oversight authority as complaints can be lodged using
other avenues.

MIN BAC /04 I2OI7II5 SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON COMMUNICATION. INFORMATION AND
INN OVATION

The Cornmittee highlighted that the State Department for ICT an Innovation
required a total of Kshs 55,445 rnillion in order to be able to implement its
programlxes, howevet'the BPS ceiling to the Department was I(shs 31,918.5
million. In addition the BPS ceiling for the State Deparlrnent for Broadcasting and
telecommunication is set at Kshs 3,568.1 million against a requirement of Kshs
17,384 million.

The Comrnittee highlighted that there was a need for all ICT related services
especially software related aspects transf-erred to the Ministry of ICT as this would
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enhance cost savings. There was also need lor the relevant state depar.trnents t(
reorganize their priorities in order to contribute towards the Big Four- Agende
however it was noted that the ICT sector had been underfunded which could in turr
result in delays in service delivery.

The Committee recomffrended that the Public Financial Marragerrrent Act, 2012 be
atnended to have all the service fees raised in the e-citizen platfoln rernitted to the
Ministry of ICT as opposed to the National Treasury.

The Comrnittee noted that there was no full disclosure of Appropriation in Aid
collected by the state agencies under the two State Departutents they oversighted
such KBC and the Communications Authoritv.

The comtnittee recortmended the budget policy statement for each deparlrnent be
approved as outlined in the BPs and further additional resources to be allocated as

follows:
(i) Kshs 771 Million to be returned to the Konza Technopolis Developnrent

Authority that had been deducted during Supplernentary Budget I in the
FY 2011t2018.

(ii) I(shs 1,659 Million be allocated to Konza Technopolis Developrnent
Authority for the Konza Cornplex (Kshs 875 Million), MDP Consultancy
(Kshs 525 Million) and access roads (Kshs 259 Million)

(iii) Kshs 2 Billion to be allocated to the Digital Literacy Programrre (Laptop
project).

(iv) Kshs 75 Million to the Kenya Broadcasting Corporation in order ro
purchase the world cup rights.

After the presentation, tnernbers deliberated on the report presented ancl raised the
following concerrls:

(i) The Ministry should provide proposals for funding of ICT innovation
hubs in Constituencies as opposed to linl(ing rhe funclin_e to NGCDF.
Further key issues of sustairrability sholrlcl be addressed including
issues such as provision of housing lbr the hurbs.

(ii) The Ministry for ICT should analyze the cost irrcurred by all Ministries
on paying for software licences.
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(iii) What is tl-re rationale for re-introduction of the laptop project and what
measures are in place to ensure its successful implementation.

MIN BAC /04 I2OI7116 SI]BMIS ON BY THE DEPARTMENTAL
COMMITTE E ON ENERGY

The presentation of tl-re comrnittee highlighted that the State Department for Energy
had been allocated Kshs 74, 817.7 million and the State Department for Petroleum
had been allocated Kshs 3, 148.6 million. The energy sector was a key enabler to
the Big Four Agenda and it was expected to produce 5000+MW to supporl various
sectors.

The Comrnittee observed that the subsectors of Energy and Petroleum faced the

challenge of fuel adulteration and hence pose a risk to the local economy and the
regional market. The adulteration is largely motivated by price difference between
Kerosene and Diesel.

The Cornmittee further observed that owing to the fact that the power produced in
the Lake Turkana Wind Power Project cannot be evacuated due to lack of a high
voltage line to transmit it to the Suswa substation the country may be incurring high
charges that are avoidable if there is proper planning.

Comrnittee highlighted that the slow irnplementation of the LPG cylinders
distribution project has resulted in purclrasing, tagging and distribution of six
thousand 6kg cylinders, grills and burners to low income households as opposed to
a target of coverin g 1.2 Million households.

The comrnittee recornmended the budget policy statement for each departrnent be

approved as follows:

a) State Departrnent for Energy be allocated Kshs 74, 817.7 million broken
down into Kshs 2,161.7 urillion for recuruent and Kshs 72,656 rnillion for
developrnent.

b) State Depaftment fbr petroleum be allocated Kshs 3,148.6 million of which
I(shs 272.6ntillion for recurrent and Kshs 2,876 million for Development.

t
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The Cornmittee on Energy recorlrlended the corrsideration of allocatiorr o
additional resources as follows:

(a) Kshs 8.962 Billion to be provided for the Lovansalarri -Suswa T,ine
(b) Kshs 1.3 billion for way leave conrpensation urrder the Power Transrnissi

and Distribution Programme.
(c) I(shs. 1.6 billion be provided fbr Bogoria Silali Geotherrral Pro.iect
(d) I(shs 0.05 billion be provided fro Suswa Geothermal project.

(e) Kshs 0.1 80 billion provided for the nuclear power plant sitting
(f) Kshs 0.2 billion be provided for the decentralized electricity systems and

household energy for off-grid areas.

(g) Kshs 0.01 billion be provided for the resource assessment analysis and

feasibility studies for renewable energy technologies
(h) I(shs I billion provided for electrification of public facilities by REA
(i) Kshs. I billion be provided for Installation of Transtornrers in constituencies

urrder the Power Transmission and distribution Proqrarlme.
(,) Kshs 5 billion to be provided for the Rural Electrificatiorr overrun

maintenance costs by Kenya Power.
(k) Kshs 1.362 billion for GPOBA prograffrme for installation of electricity in

slum areas under the Power Transrnission and Distribution Programme.
(l) Kshs 4.6 billion be provided to the state Departrnent of Petroleurn as

follows-
(a) Early oil pilot schems Kshs 620 million.
(b)Fuel Marking Kshs 41.5 rnillion
(c) Lokichar -Lamu Crude Oil Pipeline Kshs 1.285 billion
(d)LPG Cylinders distribution Kshs 2.655 billion

After the presentation, mernbers deliberated on the reporl preserrted and raised the
following concerns:

(i) Lack of funding to the Lake Turkana Wind Project rnay lead to
penalties being incurred by the Kenyarr Governtnent as the
construction of the power transmission line to evacuate the power
from the source may not be complete by Septerrber 2019.

(ii) The construction of the power transnrission line fl'om the [.al<e

Turkana Wind Project should be fast-tracked to avoid paynrent of
further additional penalties by the Governruent.

20 
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a (iii) There has beerr a successive request for allocation of Kshs I billion
for installation of transforffrers in constituencies by REA over several

financial years without evident results on installation of transformers
in constituencies. In instances, where transformers have been

installed, some of the transformers have been substandard and this

issue ought to be addressed.

(ir) The installation of concrete poles by Kenya Power to replace old
wooden poles is yet to be comrrenced in some areas creating health

hazards particularly where the wooden poles are subject to wear and

tear.

MIN BAC IO4 I2OI7II7 SUBMIS ON BY THE DEPARTMENTAL

I

COMMITTEE ON FINANCE AND NATIONAL PLANNING

The presentation of the committee highlighted that the pertinent issues facing sector

that included revenue underperformance vts-d-vis over-projection, delayed
completion of projects, taxation of gambling activities to boost revenue
perfonnance and pending bills, requirement of at-at least thirty percent allocation to
development, the strategies employed by the SRC to deal with the escalating public
wage and the marginalizaliot^t formula employed by the Commission for Revenue
Allocation to identify rnarginalized areas.
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The proposed budget ceiling for the National Treasury was Kshs l22,O2g rlillion
the State Deparlment for Devolution was Kshs 4,Tl6 rrrillior-r, tlie State Depaftrn
for National Planning Kshs 49,496 milliorr, the Controller of Budget Kshs 525, th
Cornmission on Revenuc Allocation I(shs 389 aud the Salaries and Remurrerati
Commission Kshs 565.

The Cornmittee recomfftended the budget policy statement fbr each department
cornmission or independent office be approved as per the BpS.

The Comrnittee on Finance and National Planning further recommended th
consideration of additional resources to be allocated as follows:

(i) Kshs 57, 587,000 rnillion be allocated to the Cornrrission lor Revenu
Allocation as follows-

(a) Kshs 27,177,000 be allocated to the development of the 2

rnarginal i zation po I i cy

(b)Kshs 30,410,00 be allocated for Public Finance Management
(ii) An increase of Kshs 129, 092,796 to the office of the Controller o

Budget as follows-
(a) Basic salaries for perrnanent employees arnounting to Kshs 12

million
(b)Employer contribution to compulsory National Social Security

Scheme amounting to Kshs 30,790,831
(c) Gratuity for civil servants amounting to Kshs 6, 30 1,965
(d)Mortgage amounting to Kshs 80 rnillion

(iii) An additional Kshs. 1.87 billion to be allocated to the State Deparlment
of Planning to cater for resource gap to fund the Kenya population census

(ir) An amount of Kshs 4 billion to allocated to the National Government
Constituency Development Fund

The Comrnittee highlighted that the total resource gap lor the sector amounted to
Kshs 6.057 billion. It subsequently recomrnended that the resource gap of,l(shs 2

22)
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billion be funded by the National Treasury and the additional 4,051 billion be

funded from savings from other sectors.

After the presentation, members deliberated on the report presented and raised the

following concerns:

(i) The Chairpersons of committees present to the Budget and

Appropriations Committee based on presentations made by the

respective departments and commission they oversight.

(ii) There is need to re-analyze at the policy for marginalization however

there is need for justification for the further allocation of Kshs 57

million, as the new policy would be feeding from pre-existing

research therefore the cost should be lower.
(v) The Ministry of lands had been allocated funds for geo-mapping,

hence there need for a report on the status of that exercise before there

is further funding on related activities.
(vi) Theie should be an interface between the process IEBC will conduct

when reviewing the boundaries as it contains aspects of population

census vis-ir-vis the conduct of the population census by the state

Department of Planning to avoid double funding on similar activities.
(vii) There should be an analysis as to why there has been a poor

implementation of the policy of allocation of thirry of expenditure to
development.

MIN BAC 104 12017/18: ADJOURNMENT
There being no other business the meeting adjourned at 8.00 p.m. The next meeting

shall be communicated in the future.

r
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B ET D APPROPRIATI N COMMITTEE RT
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FEBRUARY 2OI8 AT I CONFRENCE. BOMA HOTEL. SOUTH C.

PRESENT

l. Hon. Kimani Ichung'wah, M.P- Chairperson
2. Hon. John Mbadi. M.P.
3. Hon. Richard Onyonka, M.P.
4. Hon. Samwel Moroto, M.P.
5. Hon. Millie Odhiambo, M.P.
6. Hon. Twalib Bady, M.P.
7. Hon. (Dr.) Makali Mulu, M.P.
8. Hon. Benard Masaka Shinali, M.P.
9. Hon. Korei Ole Lemein, M.P.
10. Hon. Naisula [-esLruda. M.P.
I l. Hon. Jarnes M'uvan_ei Gakuya, M.P.
12. Hon. Christopher Wangaya Aseka, M.p.
13. Hon. James Gichuki Mugambi, M.P.
14. Hon. Fatuma Gedi Ali. M.P.
15. Hon. (Eng.) Mark Nyarnita, M.P.
16. Hon. Florence Chepngetich Koskey, M.P.
17. Hon, Paul Abuor. M.P.
18. Hon. Danson Mwashako, M.P.
19. Hon. Qalicha Gufu Wario, M.P.
20. Hon. Ruth W. Mwaniki, M.P.

ENT WITH IES

l. Hon. Moses Lessonet, M.P- Vice Chairperson
2. Hon..lohn Muchiri Nyaga, M.P.
3. Hon. (Dr.) Gideon Ochanda, M.P.
4. Hon. Moses Kiarie Kr,rria, M.P.
5. Hon. .lude N.f onro. M.P.
6. Hon. Sarah Paurlata Korere, M.P.
1. Hon. (Dr.) .lohn K. Mutunga, M.P.
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CHAIRS OF DEPAR AL COMMITTEES

l. Hon. Ali Wario, M.P.

2. Hon. Julius Melly. M.P.

3. Hon. Williarn Cheptumo, M.P

culvtM tssl()N ON REVENUE ALLOCATION

l. Ms. Jane Kiringai
2. Mr. Peter Kimuryu

3. Mr. George Oul<o

4. Ms. Linette Oyugi
5. Ms. .lecinter Hezron

OFFICE OF AUDITOR GENERAL
l. Mr. Edward Ouko
2. Mr. Charles Muchiri
3. Mr. Samuel Muchiri

PARLIAMENTARY BUDGET OFFICE

l. Ms. Phyllis Makau
2.Mr. Robert Nyaga
3. Ms. Lucy Makara
4. Ms. Millicent Makina
5. Mr. James Chacha

SECRETARIAT

Chairperson

Auditor General

Director
Deputy Director
Chief Fiscal Analyst
Fiscal Analyst
Fiscal Analys

Clerk/ Fiscal Analyst III
Assistant C lerk/Fiscal Analyst III
Legal Counsel

Sergeant at Arms
Office Attendant

Labour & Social Welfare
Education & Research

Justice &Legal Affairs

l) Mr

2) Mr
3) Ms

4) Mr
5) Mr

.loseph Ndirangu

Danson Kachunrbo

Lynette Otieno

Eric Omondi

Joranr Baraza

AGENDA

l. Preliminaries / Contlnration of Agenda
2. Conllnnation of the previous meeting minutes
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3. Matters Arising
4. Agenda:

tIt

Meeting with Contmission on Revenue Allocation on Vertical Shoring of
Revenue

Meeting with Office of Audiror General on the offire 2018/19 BPS ceilings
Receiving submissions from deportmenlal committees :

i Departmental Committee on Education & Research
ii. Departmental Committee on Labour & Social Welfare
iii. Departmental Commiilee on Justice and Legal Affairs

5. Any Other Business

MIN BAC IO4 120 1 7 lOt : PRELIMINARIES/CONFIRMATION OF AGENDA

The chairman called the meeting to order at 9.00 a.m. and welcomed members of the

committee to the meeting. Thereafter, Hon. Richard Onyonka, M.P. led the

committee with a word of prayer. In his introductory remarks, the chairman read the

agenda of the meeting. He then asked the Chair of Justice and Affairs to make his

submission to the committee

MIN BAC 104 12017102: SUBMISSION BY DEPARTMENTAL COMMITTEE

I

OF JUSTICE ANI) LEGAL AFFAIRS

The presentation highlighted the following:

r. OFFICE OF THE ATTORNEY GENERAL AND DEPARTMENT OF
JUSTICE

The committee recommended that:

i. The Attorney General's Office should be allocated an additional Kshs

l00m specifically for facilitating the arbitration of international disputes

especially with other nations to protect the interest of the country;

ii. There is need for the strengthening and revamping of the Office of the

Atlorney-General and Department of Justice to empower it with the
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necessary capacity required to handle the legislative and regulatory

needed for the implementation of the Government's Big Four Agenda.

As a matter of priority, the Committee should consider setting up a Fun

under an enabling parent statute, for settling court awards against th

Govemment. ln this regard, the Committee recommends the allocation

Kshs 1 billion in FY 20l8ll9 to the Attorney General Office as initial

for the Fund.

lv In setting up the Fund, the Committee should consider effecting budget

cuts against State agencies that lost cases and have claims to settle in

to raise funds for the kitty.

v The Kenya Law Reform Commission should be allocated an addition

Kshs l5 million which should be a reallocation from the budget of Judici

Service Commission under its recurrent vote.

2. JUDICIARY AND JUDICIAL SERVICE COMMISSION

Under the Commission the committee recommended the following

i. The Judicial Service Commission budget ceiling be reduced by Kshs.

million under recurrent expenditure and this amount be reallocated to

State Law Office specifically for the Kenya Law Reform Commission

office operations;

ii. The Judiciary should prioritize and ensure completion of old and ongo

projects before embarking on new projects;

iii. The acquisition of premises for the Judiciary Training Institute should not

prioritized but there is need for a budgetary allocation for the devel

of a curriculum and facilitation of other training needs of the Judiciary;

iv. The Judiciary should intensifu the use of mobile courts particularly in su

counties that don't have Magistrate coufls

4l
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v. The Judiciary should introduce a perforrnance monitoring and evaluatiol

prograln lor.iudges and magistrates to improve efficiency and accountability

in the.j"rdiciary.

3. REGISTRAR OF POLITICAL PARTIES

The committee recommended the following:

That the goverlrnlent to conlply with the High Court Judgment in Juclicial Review

No.483 of 201(i and allocate and appropriate not less than 0.3percent of the National

Government re'/enue collected to the Polrtical Parties Fund, for administration and

disbursement bv the Offlce of the Registrar of Political parties.

4. INDEPENDENT ELECTORAL AND BOUNDARIES COMMISSION

The committee reconrmended the following:

i. An additional funding of Kshs. 400 million for the Commission to facilitate

stakekrolder engagements and the acquisition of boundary delimitation

equipment to facilitate the boundary delimitation process.

ii. Enharrced funding for the Commission in subsequent budgets to facilitate

its engagement with all the stakeholders in the electoral cycle way in
advance rather than when the General Elections are approaching to avoicl

the urrnecessary push and pull that has been witnessed in the past;

iii. The c'ornmission to partner with other state agencies in the production of
third generation IDs that will be used for multiple purposes rather than

every agency procuring the service lor its own unique purpose.

iv. In future allocations, the Commission should be allocated resources to cater

for u<:haguzi centre that will be out of the Central Business Centre.

5. OFFICII OF THE DIRECTOR OF PUBLIC PROSECUTIONS

The committee recommended the following:

i. The approval of the budget ceiling fbr the Office of the Direcror of public

Proseculion as provided for in the Budget Policy Sratement for Fy 2Olgllg.

sl



ll The object to the idea of setting up a prosecution irrstitute fbrthe office even

subsequent budgets and urges the otlrce to partner r,vitl-r the Kenya School

Government for the training of its staff. However. the ofllce can be facilitat

in the development of it is own training curriculunr fbr its staff.

6. ETHICS AND ANTI-CORRUPTION COMMISSION

The committee recommended the following:

The approval of the Commission's budget ceiling as contained in the Budget Poli

Statement for FY 2018119.

7. COMMISSION FOR ADMINISTRATIVE JUSTICE

The committee recommended the following:

The approval of the Commission's budget ceiling as contained irr the Budget Poli

Statement for FY 2018119.

8. KENYA NATIONAL COMMISSION ON HUMAN RIGHTS (KNCHR)

The committee recommended the following:

Despite the budgetary shortfalls the Commission is faced with in the

2018119, the Committee urges the Commission to be innovative and I

on Information Communication Technology (lCT) irr executing its nranda

more efficiently.

lt The approval of the commission's budget ceiling as contained in the Bud

Policy Statement for FY 2018119

9. WITNESS PROTECTION AGENCY

The committee recommended the following:

i. The approval of the agencies hudget ceilins as confained in the Brrdget Policy

Statement

6l
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After submission, members deliberated the report. There was a general concern the

country had lost a lot of cases that involved international disputes. Thereafter, the

chair thanked his fellow chair for appearing before the committee.

MIN RAC 104 l20l7l03z MEETING WITH AUDITOR GENERAL

The presentation highlighted that the Office of the Auditor- General was allocated

Kshs. 5,477 million against a resource requirement of Kshs. 9,206.36. This has

resulted in the office to a budget deficit amounting to Kshs. 3,729 million which will

result into the following underfunded:

{ A.
i.

ii.
iii.
iv.

Recurrent Expenditure
Personnel Emoluments: Kshs. 276.46 million
Domestic Travelling: Kshs. 132.46 million
Purchase Motor Vehicles: Kshs. 50 million
Information and Communication Technology- Kshs. 257.93 million. This
will be used to offset the deficit
Outsourcing of Audits: Kshs 676.06 million
Staff Mortgage Scheme Kshs. 568.99 Millionvl

B. Development Expenditure
The committee was informed that the office purchased land at upper hill for Kshs.

525 million, however the office notes that it would be unable to receive enough

development vote for constructing its headquarter. The office proposes to adopt the

public-private partnership framework for swift constructions of the proposed

headquarter. In addition, there were on-going capital projects which were

underfunded:

Project Description Proposed
2018n9
Kshs.
Million

Allocation
as per
2OI8 BPS

I Designing & Construction of OAG
Headquarter at Bishop Road

I 000 19

2 Construction of Kakamega Hub Office s0 50

7l



4 Construction of ICT Centre 80

5 Construction of Embu Hub Office 201
Total 1,500 232

-1 Construction of Eldoret Hub Office 163 163

After presentation. members deliberated on issues arising from it. The chair thanked

Auditor General for appearing before the committee. Thereafter, the Chair called

upon Commission on Revenue Allocation to make their presentation.

MIN BAC /04 /2017/04: MEETING WITH COMMISSION ON REVENUE
ALLOCATION ON VERTICAL SHARING

The presentation from CRA highlighted the following:

A. THE PRINCIPLES OF GUIDING REVENUE SHARING WHICH
WERE:

i. Level of shareable revenue

ii. Revenue Provisions of Article 203

iii. Current level of Funding of both levels of govemment

iv. Unfunded mandates, if any

v. New functions assigned to either level of government

vi. Provisions for price variation/Adjustment for inflation
vii. Provision for growth in services

B. PROJECTED REVENUES & EXPENDITURES (BROP 2017)
BILLIONS

il

,]

I

No. Budget Item 20r6t77 20t7n8 2018n9

I Total government expenditure 2,110.0 2,358.6 2,488.4

2 Projected total ordinary revenue 1,305.8 1,490.4 1,'l 17 .0

3 Fiscal Balance (683. r ) (6s r .8) (s 88.s)

4 Latest Audited approved accounts (2013114) 935.1 935.'l 935.7

C. PRINCIPLES GUIDING REVENUE SHARING

8l



Budget ltems Recommendations

I Principles for revenue sharing between national and counfy
governments

CRA

a) Current Level of funding of Devolved Funclions 302.0
b) Unfunded Mandates

i. County Roads 8.4

ii. Salaries for County Library Staff 0.3

c) New Functions None
d) Provision for sustainability and Growh in Services

i. Adjustment for Inflation/Revenue growth 22.1

ii. Growth Faclor 1.4%o 4.4
2 Total equitable share to county government for FY 20l8ll9 337.2
4 New ConditionalGrant (to Ministry of Health)

I. 2 regional Cancer Centres 5.0

National Cancer Drug Programme 1.0
5 Total equitable share to National Government 1,319.8

After presentation, members deliberated on issues arising from it. Later, the Chair

thanked Commission on Revenue Allocation for appearing before the committee.

Thereafter, the Chair called upon Chairperson on departmental committee on Labour

and Social welfare to make his submission.

MIN BAC 104 12017105: SUBMISSION BY THE D ARTMENTAL

1

COMMITTEE ON LABOUR AND SOCIAL
WELFARB

The committee recommended the following:

i. That, under the State Department for Labour be approved, and in-line with the

various proposed allocation per each programme under the State Department.

ii. That, under the State Department for Social Protection, the proposed ceilings

be approved, and in-line with the various proposed allocation per each

programme under the State Department.

iii. That, under the State Department of Public Service and Youth Affairs, and

further under the Youth Empowerment Programme. the proposed ceilings be

approved. In addition, the Committee recommends that the proposed allocation

sl
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o1- kshs. 305.34 million towards Youth Enrerprise Development Fund,o .or.{
for disbursemenr ol' youth empowerment and development initiatives and

improve coverage to constituency level be enhanced by kshs. 694.66 million t1

bring the total development allocation to Kshs. I billion through re-allocatiorf

within the same programme of Youth Empowerment Programme. 
,

That, under the State Depafiment of Gender Affairs, the proposed ceilings of

kshs. I .5243 billion for Recurrent and kshs. 2.9300 billion for Developmenti

outlays be approved, and in-line with the various proposed allocation per eachl

programme under the State Department. In addition, The Committee furtnef

recommended that additional allocation of Kshs. 138 million be provided to1

the State Deparlment of Gender towards the National Government Affirmativel

Action Fund (NGAAF) under the Community Development Programme tol

boost the proposed allocation of Kshs. 2.130 billion to kshs. 2.268 billion as

per resource requirement indicated by the State Department.

'fhat, under the National Gender and Equality Commission, the proposed

ceilings of ksh. 423.2 million under recurrent budget be approved inline and as

per the proposed programme.

In addition, the Committee further recommends the following additional
interventions:

vi. That the under the state Department of Labour, the National Treasury should

ensure further resourcing National Industrial Training Authority (NITA) which

is key in achieving the big four agenda and empowering the youth through

skills upgrade and improve employability , by adequately financing within the

medium term.

vii. That. under the State Department of Social Protection. the State Department

should reorganize recurrent spending and reprioritize its allocation with a view

to reduce the growing trend under recurrent component and with a view to

ensure more beneficiaries are covered under the National Safety Net
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Programme with optimal recurrent budget while leverage the use of ICT for

monitoring implementation and ensuring compliance.

That, under the State Department of Social Protection, the National Treasury

enhances the counter part-funding towards cash transfers to orphans and

vulnerable children from the current Kshs. 224.64 million to Kshs. 720 million

to unlock more funding from the Borld Bank Trust to ensure more coverage

and beneficiaries

That under the State Department of Social Protection, the necessary sectoral

policies, legal and legislative frameworks to govern transfers and other social

protection interventions such as regulations are submitted for legislative

consideration and finalized.

That, under the State Department of Social Protection, the State Department

shall ensure prompt reconstitution of the Constituency Social Assistance

Committee where necessary to ensure no gaps in the transfers of social safety

nets interventions. The state department shall also ensure that there is

efficiency in the transfer programme as regards payment to beneficiaries and

minimize inconveniencies and associated vulnerabilities especially among the

elderly and disabled while ensuring integrity and accountability of the payment

mechanisms.

That the Anti FGM Board is considered for further funding to cover public

advocacy and awareness across the country in prevention of harmful practices

against the girl child, and in suppofi of their mandate to collaboratively engage

with State and non-state actors with similar goals to end FGM and related

practices.

That responsible accounting officers and the Auditor General ensure due

diligence, value for money and prudent use of resources are strictly taken into

account in so far as the processing and payment of all pending bills including

historical bills are concemed which are under the State Deparlment of Public

Service and Youth Affairs .

I
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xltl Thal the National Treasury should provide adequate technical and poli

supporl 10 the State Department of Public Service and Youth Affa

particularly 1o the National Youth Service in actualizing key bankable PPP

such as the development of a solar park and agribusiness at Kirimun i

Samburu county and enhancing manufacturing of low cost building material

as well as commercialization of highly potential areas under the Service s

as the NYS farms, textile, cotlon farming and garment factory, water bottl

plant at Turbo, among others.

After submission, members deliberated the report. Thereafter, the chair thanked his

fellow chair for appearing before the committee. Thereafter, the Chair called upon hi

fellow chair on departmental committee on Education and Research to make his

submission.

MIN BAC 104 12017106: SUBMISSION BY THE I) ARTMENTAL

I

COMMITTEE ON EDUCATION A}ID RESEARCH

The presentation highlighted that the committee recommended the following

A. Policy Recommendations
i. The Ministry of Education should commission a costing of the free

and free secondary programmes to ensure that resources allocated to

programmes are sufficient and optimally utilized

ll. Early Childhood Development and Education (ECDE) is a d

function and National Government should only provide policy framewor

rather than implementation of 47 ECDE Model Centers. The mini

should therefore restrict itself on its assigned functions in view o

constrained resources available. The establishment of ECDE models cen

should not be implemented

iii. That the introduction of new projects particularly in the universities in

sector must be completely frozen and priority given to ongoing project

through channeling resources towards their completion. The Minist
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lv.

should closely monitor compliance to the National Treasury on prioritizing

ongoing projects

The Ministry should come up with a policy framework on the collaboration

between the Ministry and National Government Constituency Development

Fund (NG-CDF) in terms of suppofi towards infrastructure development in

schools. This will ensure that resources are utilized optimally and enhance

effectiveness in implementation of various projects.

Total restructuring of the quality assurance system in the Ministry in

collaboration with the TSC should be undertaken to improve on monitoring

of delivery of education services in schools to ensure that the quality of

education being offered is of required standards.

The Ministry of Education and the Teachers Service Commission should

establish a clear policy framework on in-service training of teachers to

ensure that it's effective and eliminate duplication of functions.

B. Financial Recommendations

f

ll.

The committee approves the Budget Ceilings as provided in the 2018

Budget Policy Statement for various votes under the Ministry of

Education, Science and Technology. The spending agencies need to

reprioritize their prograrnmes within available resources to ensure the

strategic objectives and key deliverables are achieved.

The Budget and Appropriations Committee considers allocating the

Teachers Service Commission (TSC) additional budgetary allocations of

Kshs. 8.3 billion for recruitment of teachers to reduce the teacher

resource gap and to specifically support the governments intended 100

percent transition as a result of free day secondary education.I

13 I



MIN BAC 104 12017107: ANY OTHER BUSINESS

There was a general concern that there was need for standardization of reports

There being no other business the meeting adjourned at 1.00 p.m. The nex

session will be from 2.00 p.m. at the same venue.

SIGNED

HON. KIMANI ICHUNG'WAH, M.P.

CHAIRMAN, BUDGET AND APPROPRIATIONS COMMITTEE

DATE

I
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MINUTES OF 3'd SITTING OF THE BUDGET AND APPROPRIATIONS
COMMI E HELD ON THU AY. 22"d FEBRUAR 2018. IN
COMMISSION BOARD RooM. coUNTY HALL AT 8.45 A.M.

I

PRESENT

1. Hon. Kimani Ichung'wah, M.P- Chairperson
2. Hon. John Mbadi, M.P.

3. Hon. Richard Onyonka, M.P.

4. Hon. Samwel Moroto, M.P.

5. Hon. James Mwangi Gakuya, M.P.
6. Hon. Twalib Bady, M.P.
'7. Hon. (Dr.) Makali Mulu, M.P.
8. Hon. Benard Masaka Shinali, M.P.
9. Hon. Korei Ole Lemein, M.P.
10. Hon. Naisula Lesuuda, M.P.
li l. Hon. Christopher Wangaya Aseka, M.P.
12. Hon. Fatuma Gedi Ali, M.P.
13. Hon. Florence Chepngetich Koskey, M.P.
14. Hon. James Gichuki Mugambi, M.P.
15. Hon. (Eng.) Mark Nyamita, M.P.
16. Hon. Paul Abuor, M.P.
17. Hon. Danson Mwashako, M.P.
18. Hon. Qalicha Gufu Wario, M.P.
19. Hon. Ruth W. Mwaniki, M.P.

ABSENT WITH APOLOGIES

l. Hon. Moses Lessonet, M.P- Vice Chairperson
2. Hon. (Dr.) Gideon Ochanda, M.P.
3. Hon. Moses Kiarie Kuria, M.P.
4. Hon. John Muchiri Nyaga, M.P.
5. Hon. Jude Njomo, M.P.
6. Hon. Sarah Paulata Korere, M.P.
7. Hon. (Dr.) John K. Mutunga, M.P.



8. Hon. Millie Odhiambo, M.P

DEPART}IENTAL I rt rrTrtTrlrl Tr /rrr a rn ctlYlrvtl I I ll,lL t-llAl-[\rJ

l. Hon. David Pkosing

2. Hon. Cornelly Serem, M.P

P ARY SERVICE COMMI SSION

Chairman, Transport
Vice-Chairman, Trade

I
2

3

4

5

6

7

Mr. Jeremiah Nyegenye, CBS

Mr. Michael Sialai, EBS

Dr. George Wakah

Mr. Joel Irungu

Ms. Noor Ghagan

Mr. Peter mwangani

Ms. Veronicah Kibati

INTERNATIONAL MONETARY FUND flMF') TEAM

Clerk, Senate/ PSC Secretary
Clerk, National Assembly

Director, Finance

CFO

PCA

CA
PCA

l. Mr. Jan Mikkelsen
2. Mr. Niko Hordari
3. Mr. Ben Clena
4. Mr. Sisa Weiss
5. Mr. Rafel Moya
6. Mr. Ted Sitimawina

Resident Representative, IMF
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PARLIAMENTARY BUDGET OFFICE

l. Ms. Phyllis Makau
2.Mr. Martin Masinde
3, Mr. Robert Nyaga
4 Ms. Millicent Makina
5. Mr. James Chacha

SECRETARIAT

Director
Senior Deputy Director
Deputy Director
Fiscal Analyst
Fiscal Analyst III

Clerk/ Fiscal Analyst III
Fiscal Analyst III
Legal Counsel II
Sergeant at Arms
Office Attendant

l) Mr
2) Mr
3) Ms

4) Mr
5) Mr

Joseph Ndirangu

Danson Kachumbo

Lynette Otieno

Abdi Salat

Joram Baraza

I
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tl

AGENDA

Preliminaries / Confirmation of Agenda
Confirmation of the Previous Meeting
Matters Arising
Agenda:

i. Briefing on the contents of the 2018 Medium Term Debt Strategt Paper (MTDS)
by PBO

ii. Receiving submissions from Parliamentary Sentice Commission on the 2018
BPS ceilings for Parliament

iii. Meeting the IMF team to discuss the Jiscal policy and interest rate controls

5. Any Other Business

MIN BAC 103 12017/01: PRELIMINARIES/CONFIRMATION OF AGENDA

The chairman called the meeting to order at 9.15 a.m. and welcomed members of
the committee to the meeting. Thereafter, Hon. Korei Ole Lemein, M.P. led the

committee with a word of prayer. In his introductory remarks, the Chairman read

the agenda of the meeting. He then asked Parliamentary Budget Office to brief
members on their analysis of 2018 Medium Term Debt Strategy Paper. He also

infirrmed the committee that he had received requests from Chairpersons of

I

I
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Department on Transpofl and Trade for them to make their submission on 2018

BPS.
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DEBT STRATEGY PAPER

The presentation highlighted that Arlicle 201 of the Constitution lays the grounds

for ensuring that burdens and benefits of resources and public borrowing are

equitably shared between present and future generations. As such this necessitates

preparation of debt management strategy for managing stock of debt and

the budget deficit through cost and risk effective mechanisms. The Medium T
Debt Management Strategy (MTDS) FY 201 8/19 was prepared and presented to th
Houses of Parliament subject to Section 64(2), and Section 33 and Regulations 18

& 185 PFM Act,2012, and required to indicate:

ll.

iii.
iv.

the total stock of debt as at the date of the statement;

the sources of loans made to the national goverrunent and the nature

guarantees given by the national government;

the principal risks associated with those loans and guarantees;

the assumptions underlying the debt management strategy;

Analysis of the sustainability of the amount of debt, both actual and potent

Preparation of the Medium-Term Debt Management Strategy (MTDS) is desi

to support the new initiatives, Big four agenda, that shall remain the focus of fis
policy over the medium term, i.e. the Food Security, Manufacturing, Univ
Healthcare and Affordable housing, alongside other objectives of job creation,
promoting sustainable business environment etc. These are meant to firm up

country's resilience towards shocks while enhancing productivity that will see

economy grow by 5.9 percent in 2018, as estimated by Budget Policy Statement.

In addition, the committee was informed that the country's debt has grown for
annualized average growth rate of l8percent for the past 10 years to KSh.4.5
trillion by end of Decmber 201J, and set to reach KSh. 5.6 trillion by the end of F
2018119, on account of fiscal deficit. On the otherhand, global debt levels soared

a record high o1'$233 trillion in the third quarter of 2011. h is imponant to n

4l
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that, China which has accounted for the lion's share of new debt in emerging
nrarkets, saw the pace of debt accumulation slow; whilst other emerging markets
'will have over $1.5 trillion of bonds and syndicated loans maturing by end-2018.

The MTDS is meant to provide a sustainable fiscal path and guide both domestic
and foreign borrowing and form basis for deficit financing that is included in the
macro-fiscal framework. Never the less due the inability of the MTDS to guarantee

the applicability of the indicated strategy such as through continuous changes by
midyear supplementary budgets the borrowing surpasses that indicated under the
MTDS.

The presentation also noted that:

There are variations between the deficit financing policies indicated under
the BPS and the MTDS i.e. while Budget Policy Statement (BPS) proposes
to finance the deficit through external financing to domestic financing ratio
of 37 percent to 63 percent, the MTDS utilizes a ratio of 5Tpercent extemal
financing and 43percent for external financing.

ll In addition, the MTDS indicates that commercial debt should only make up
22percent of total extemal borrowing which equates to Kshs. 116.9 billion.
whereas the BPS, the level of commercial debt is at 54 percent or Kshs. 288
billion, which is more than double the MTDS ratio.

The increase in commercial borrowing is primarily meant for budget finance
support directed at infrastructure projects which should be financed
primarily by concessional and semi-concessional which are cheaper, have
longer grace periods and longer average time to maturity and therefore cause

little effect of Kenya's debt risk portfolio.

The current PFM regulations places a NPV of debt to GDp limit of
50percent, currently the ratio is estimated to be between 48.6percent and
49percent.

IV
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The ratio of Debt Service to Revenue, having breached its threshold of 30

percent in the FY 2017118 is indicated to recover in FY 2018119 but the

tiueshoid wiii remain breacheci untii Fi' 20i9120.

MTDS 20l8ll9 is prepared on the premise that fiscal consolidation will
occur in the medium term despite previous experience of lack of
commitment towards this end. In addition, there exists no policy document

indicated towards reaching that end and what are the intended outcomes and

its effects on the level of stock of debt, which is expected to continue to
grow over the medium term.

The refinancing needs of debt maturing in I year in 2018/19 will reach

54.4percent (KSh. 1.008 trillion) of total revenues due to associated to

repayment of syndicated loans, commercial loans, international bonds and

domestic debt repayments falling due in FY 2018119. This therefore

indicates shrinking fiscal space when counfy goverrunent expenditures are

taken into account, revenue underperformance in FY 2018119 performance

is likely to affect budget implementation.

Similar to 2017, BPS and MTDS 2018 overlook the importance of listing the

projects both on-going and earmarked, by sector to be implemented using

debt in the medium term. Further, the MTDS should have included a

detailed current debt servicing information on related projects and the status

of their implementation.

MTDS creates a planned borrowing framework for every financial year that

is approved by Parliament. However due to mid-year expenditure changes,

the framework is never followed. This indicates the need for consistent flow

of information to ensure Parliament is kept at par with any changes in the

borrowing strategy or framework.

The MTDS needs to capture both implicit and explicit contingent liability.
Implicit liability will range from pending courl compensation to avoidable

6l
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liabilities emanating for the Public Private Partnership Projects (PPPs). Of
concern, are the avoidable costs currently incurred in relation to the Lake

Turkana Wind Power Project where the power produced cannot be

evacuated due to lack of a high voltage line to transmit it to the Suswa

substation.

Section 61 of the PFM Act 2012, stipulates that money paid on a guarantee

including any related expenses, shall be a debt due to the national from the

borrower and therefore recoverable as such. This suffices to indicate the

need for consistent information pertaining to payments of guarantees debt.

After the presentation, members deliberated on the report presented. It was agreed

that some of the issues raised by PBO should be forwarded to National Treasury so

that they can prepare themselves to answer before appearing before the committee.

]VIIN BAC IO3 I2OI7IO3 MEETING WITH PARLIAMENTARY SERVICE
COMMISSION (PSC)

The presentation from PSC highlighted that the commission required additional
resources amounting to Kshs 4.2 billion over and above what was allocated in the

201 8 BPS.

The additional resources will cater for:

i. Kshs. 2 Billion for setting up of Monitoring and Evaluation framework
through a fund to handle county government challenges

ii. Kshs. 108 Million to participate in the East African Parliamentary games.

iii. Kshs. 550 million to fund gratuity for staff who served in constituency

office for MPs in the I lth Parliament

iv. Kshs. 250 million for capacity building of contractual staff
v. Kshs.400 million for Official Vehicles of Parliamentary Office Holders

vi. Kshs. 200 million for purchase of furniture and equipment

vii. KShs. 403 Million for additional recruitment.

viii. Kshs. 100 Million for Parliament to support 'Big Four' Plan.

7l



After the presentation, members deliberated on the reporl presented and raised the

following concerns:

Il.
iv.
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gratuity

It was noted with concern that welfare of parliamentarians was not being

catered as required by the Commission such as lack of gym facilities and

office furniture for some members.

Payment of mileage

Members queried their entitlements for medical scheme under the new

service provider

Completion date of the multi-storey building

After deliberations, the Chair thanked Parliamentary Service Commission for
appearing before the committee and then welcomed the IMF delegation

MIN BAC IO3 12 017104: MEETING WITH INTERNATIONAL MONETARY
FUND (IMF) TEAM

The team thanked the committee for giving them the opportunity to appear before
the committee. The team informed the committee that they were in the country for
their annual consultation visit for Article IV Consultation. The discussion between

the Committee and IMF Team revolved around Kenya's fiscal policy in particular
the fiscal deficit and their findings on the impact of interest capping to the

economy.

The committee was informed that since September, 2016 when the Act was

enforced, data from Central Bank of Kenya (CBK) indicated that credit to big
companies has gradually increased while credit to Small and Medium Term

Enterprises (SMEs) has sharply reduced. In addition, there has been an increased

uptake of treasury bills by banks.

The committee was informed that SMEs are drivers of the economy. Low uptake

of credit by SMEs may have a negative effect on the economy. lt was also noted

8l
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that there is a slowdown in credit to private sector lo 2.4 percent of GDP. IMF
team urged the committee to consider reviewing the law.

After presentation, the Chair opened the floor for comments and questions.

Members informed the IMF team that the spirit of law was to protect citizens from
high interest rates. Members felt that there was need to amend the law so that they

could lift the floor cap and tighten the law in terms of regulations so as to protect

Kenyans from shylocks. After deliberations, the chair thanked the team and

welcomed the Chairman of Departmental Committee on Transport; Public Works
& Housing to submit their report on 2018 BPS.

IVIIN BAC 103 12017105: SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON TRANSPORT. PT]BLIC WORKS AND HOUSING

'[he presentation highlighted that the committee noted with concem that there was

ambiguity in the separation of functions between the National Housing Corporation
(NHC), the planned establishment of National Social Housing Development Fund
(NSHDF) and Kenya National Mortgage (KNM) Refinance Company in the quest

1o deliver the 500,000 affordable Housing Units over the Medium Term. The
r:ommittee also observed that major infrastructural projects like LAPPSSET were

behind schedule.

'fhe committee recommendations were:
I. Approve the ceilings as provided for in the 2018 Budget Policy Statement for

each State department.
'.2. Funding should be provided for the following :

10,000 km project to be funded at amount of Kshs. 5l billion
Funding towards settling of pending bills amounting to Kshs. 8.5 billion
for LAMU port development project and relocation action plan in Kibera
Project

Provision of Kshs. 700 million for second generation smart-card based

driving license which if fully implemented is expected to generate an

estimated amount of Kshs. l3 billion in revenue.

t llt.

el



t

lv Funding to be provided for social housing which entails slum upgrading

amounting to Kshs. 2 billion and Kshs. 4 billion lbr aflordable housing

projecls
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offices are not portioned. In this regard provision of Kshs. 44 million is

critically required.

After submission, members deliberated the report. Thereafter, the chair thanked his

fellow chair for appearing before the committee.

MIN BAC /03 t20t7106: SUBMISSION BY THE DEPARTMENTAL
COMMITTEE ON TRADE. INDUSTRY AND COOPE,RATIVES

The submission from the committee highlighted that:

l The Ministry of Trade's policy be oriented towards attracting domestic

industries to the Export Processing Zones and Special Economic Zones in

line with the Manufacturing agenda of the government.

2. Procedures for acquisition of land for various Special Economic Zones and

industrial parks be transparent to ensure prudent use of public resources.

This includes the planned acquisition of 30,000 acre land for Naivasha

industrial park and resettlement of squatters for the Dongo Kundu industrial

park.

3. The Anti-Counterfeit Agency and Kenya Bureau of Standards ensure the

elimination of counterfeits, sub-standard goods and contraband in the

Kenyan market so as to protect local manufacturing.

4. The State Department of Industry and Investment expedites the completion

of the office block and the ongoing construction in South B to help reduce

rental cost as well as enhance training of entrepreneurs.

5. Legislative and policy changes be considered to open up the power

distribution industry to other firms so as to fully address the uncompetitive

cost of power in the country.

6. The re-prioritization within the Ministry to ensure enough resources are

committed to activities such as Jua Kali and SMEs development, agro-

processing, leather, textile and fish industries in line with the Big Four

Agenda pollcres in the Blrs. ln addition, the Committee recommends that the

r0 
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National Treasury considers the request by the Cabinet Secretary for
Industry, Trade and Cooperatives for additional resources amounting to Ksh.

5,551 million for 20l8ll9 financial year to support the manufacturing

agenda.

7 . More resources be found from other Ministries for reallocation to the

Ministry of Industry, Trade and Cooperatives so as to ensure that the

manufacturing activities are adequately funded.

8. The problem of pending bills, which continues to slow down project

implementation in the Ministry, be resolved through timely exchequer

releases by the National Treasury.

9. The budget ceilings for State Department for Investment and Industry, be

approved as set out in the 2018 Budget Policy Statement subject to the

requested amount on pending bills and proposed provision of more resources

for manufacturing in 201 8/1 9.

State Department for Trade
10. Kenya National Trading Cooperation increases its commercial activities so

as to reduce the reliance on appropriations given resources constraints.

I 1.The budget ceilings for State Deparlment for Trade be approved as set out in
the 2018 Budget Policy Statement subject to provision of additional
resources if available to cater for the operations of the Department.

State Department for Cooperatives
12. The budget ceilings for State Department for Cooperatives be approved as

set out in the 2018 Budget Policy Statement subject to provision of
additional resources for debt waivers (Ksh. 298 million).

l3.Given the size and economic value of the cooperatives sector,

Department be strengthened as a fully-fledged State Department

Cooperatives under the Ministry of Industry, Trade and Cooperatives.

the

on

I After presentation, it was noted that the report had gaps. The committee rejected

the submission and it was agreed that the committee will resubmit a different
reporl the following day.

lll



MIN BAC t03 12017107: ANY OTHER BUSINESS

rr€rtr utrrrB rru urirer i-rusrrress lirc rlccirrrg adluurrcd ai i.00 p.m. The nexi meering
will be will be a committee retreat scheduled to be held in Boma Hotel, South C
from 22nd to 25'h February, 2018.

SIGNED

HON. I G'WAH, M.P.
CHAIRMAN, BIIDGET AND APPROPRIATIONS COMMITTEE

I
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MIN S OF 2ND IT NG
PPROPRI TIONS

FEBRUARY.

THE UDGET AND
MMITTEE HELD WEDN AY 20t

2017 IN MINI-CH ERS UNTY ALL.
PARLIAMENT BU ILDINGS AT 1 0.30 A.M.

t

PRESENT

l) Hon. Kirnani lchung'wah, M.p. - Chairman
2) Hon. Moses Lessonnet, M.P - Vice- Chairman
3) Hon. John Mbadi, M.P.
4) Hon. Samwel Moroto, M.P.
5) Hon. (Dr.) Gideon Ochanda, M.p.
6) Hon. (Dr.) Makali Mulu, M.p.
7) Hon. Moses Kiarie Kuria, M.p.
8) Hon. Benard Masaka Shinali, M.p.
9) Hon. Millie Odhiambo, M.p.
l0) Hon. Twalib Bady, M.P.
I l) Hon. Saralr Paurlata Korere, M.p.
l2) Hon. Naisula Lesuuda, M.p.
l3) Hon. Christophel Wangaya Aseka, M.p.
l4) Hon. Danson Mwashako, M.p.
l5) Hon. Faturna Gedi Ali, M.p.
l6) Hon. Florence Chepngetich Koskey, M.p.
17) Hon. (Eng.) Mark Nyamita, M.p.
l8) Hon. Paul Abuor, M.p.
l9) Hon. Qalicha Gufu Wario, M.p.
20) Hon. Ruth W. Mwaniki, M.p.

ABSENT WI APOLO GIES
l. Hon

2. Hon

3. Hon
4. Hon

5. Hon

Richard Onyonka, M.P.
James Mwangi Gakuya, M.p.
John Muchiri Nyaga, M.P.
I(orei OIe Lernein, M.P.
James Gichuki Mugarnbi, M.p
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6. Hon. (Dr.) John K. Mutunga, M.P

SECRETARIAT AND PARLIA MENTARY BUDGET OFFICE

l)
2)

))
4)

Ms. Phyllis Makau

Mr. Joseph Ndirangu

Ms. Millicent Makina
Mr. Joram Baraza

Director, PBO

Lead Committee Clerk

Fiscal Analyst
Otfice Attendant

AGENDA

I . Prelirninaries / Confinnation of Agenda
2. Confirmation of Minutes
3. Matters Arising
4. Agenda:

(i) Briefing on the tirnelines of processin-e the 2018 Budget Po

Statement (BPS)and Revenue Bills
(ii) Briefing on the unpacking of the 2018 BPS by PBO
(iii) Briefing on the unpacking of the 2018 BPS by PBO

5. Any Other Busrness

MINBA I 1: P MINAR C NFIRMATION O
AGENDA

The Chair called the meeting to order at 10.30 a.rr. and welcomed mernbers

the meeting. Thereafter, a word of prayer was said. In his introductory rem

the Chair thanked members for their punctuality and noted that tl-rere were dela

to start the meeting on tirne due to the fact that another parliarnentary cornmitt

had requested to use the venue between 9a.m to 10a.ur. He read the agenda

cy

S

i
the day. He infonred mernbers that the secretariat had requested to brief

Committee on the unpacking of the Mediurn-Terrn Debt Managenrent Strate
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(MTDS) on Thursday, 22'd February, 20rg.The committee agreed to the

G

NED

1l

ll

request.

C l20t N
201 T LICY A

DEBT NA TE
REVENUE BILLS

The Chair took members through a schedule of activities that the committee
needs to undertake to be able to timely process the 2018/lg Bps, MTDS and the
Revenue Bills. The schedule is as follows:

I
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I
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Nr'l DATF' ACTIVITItr'S

I I 3'h l4,h
February, 2018 Term Debt Management Strategy (MTDS) to the Nation

Assernbly- Tabling and Committal

t-

rl

2 20'h

20r8
February,

Appropriations (BAC)
J

J 15tn_ 2gttt

February
201 8

the Parliamentary Budget Office (PBO)
Consultative meetings between the BAC and National T
Consultative meetings between the BAC and Commission
Revenue Allocatiorr (CRA).

and Parliamentary Service Commission

and Ministries, Departments and Agencies (MDA's)
4 22rd _23,d

February, 201 8 BPS to the Budget and Appropriations Comnrittee by
Departrnental Cornnr i ttees

5 22nd _26rh Fehnrary

201 8

Reporl Writing Retreat
Final consultations with the National Treasury
Finalizing and Adoption of the Budget Committee Report on

the 2018/19 BPS and MTDS
6 27th February 201 8

l 28tr'February 2018
2018119 BPS and MTDS

g/1, lstMarch 2018

9 6th March, 2018

l0' March6th_gth

201 8 referral to the message to the Senate

ll 20tl'March 2018

l3 27'h March 2018
201 8, County of Allocation of Revenue Bill (CARB)

14 28th March 2018

15 29tr' March 2018
message to the Senate
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Mernbers deliberated on the schedule and noted that there was post-election

seminar that National Assembly was planning to take place between 4rh -grh

March,20lB and which the schedule had not taken into account. The Secretariat

was asked to revise the schedule appropriately.

MIN BAC IO2 12018/03: BRIEFIN ON THE UNPAC KING OF THE 2OI8
B DGET P LICY TEME P

i

The Chair called upon the Parliamentary Budget Office to brief the Committee

The Committee was informed as follows:

The Budget Policy Statement (BPS) is a policy document that sets out the broad

strategic priorities and policy goals that will guide the national and county
governments in preparing their budgets for the financial year and over the

medium term. The strategic direction of the BPS is informed by the policies

outlined in the various government policy documents such as Vision 2030,
mediurn term plans, Ministerial and Sectoral Development Plans, the president,s

manifesto among others and is geared towards achieving overall economic
growth and development. The groMh strategy, revenue and expenditure

proposals in a particular financial year should take into account the current state

of the global and domestic economy including the outlook of the various

macroeconomic variables.

The 2018 BPS is the first BPS prepared under the second tenn of the Jubilee

Administration and sets the pace for key policies, priority programs and refonns

which will be irnplemented over the next five years (20 lB - 2022). Under a
banner titled, "The Big Four" PIan, the BPS outlines l<ey interventions in

manufacturing, agriculture and food security, healthcare as well as housing

a
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which will drive the economic transformation agenda towards rndustrializati
job creation and a general inrprovement in the quality of life for all Kenyans.

achieve these policies, the BPS e]so outlircs ovei'all exp"rr.iiiurc prgposais

programmes under various Ministries, Departments and Agencies (NaDAs).

The 201 8 BPS has been divided into four parts as follows:

(i) Parl I gives a general overview of the recent ec

developments and the medium-term outlook

(ii) Part II gives the details of the Big Four plan including pri

initiatives and targets to be achieved by 2022

(iii) Part III outlines the revenue and expenditure projections

2018119 and the rnedium term

(ir) Part IV discusses the county financiar management and division

revenue

That, the 2018 BPS has achieved a 73.75 percent level of compliance

particular, the following issues were identified:

The ceiling for the developrnent expenditure and p
spending of the national government budget approved

Parliament are not binding as compared to the 2016 Bps.

There is no infonnation on pending bills as required under p

regulations 26 (2)(f)

No information provided on level of budgetary expenditures

economic and functional classifications at National Level.
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IV

VI

No list of proposed projects indicating their respective expenditure

ceilings, reconcilable to the total proposed ceilings for
devel opment expenditure.

Lack of specific targets in some programmes in the Natural

Resources Management and protection Department.

That the macro-fiscal framework has been anchored on optimistic

forecast especially GDP and revenues and the 20lg Bps has not

given concrete evidence on how such growths will be achieved.

,

I

I,

I

The theme of this BPS is "creating jobs, transforming lives -,.the big four,,
plan". Under this plan, the economic focus of the Government over the next five
years will be towards implementing projects and policies that will accelerate

economic growth and more importantly address three key perennial challenges

that have plagued the country since independence, namely; unemployment,
poverty and income inequality and to achieve this, the government has identified
rlhe following four key strategic areas of focus:

i' Supporting value addition and raising the manufacturing sector,s

share of GDp to l5 percent by 2022

ii. Enhancing food security and nutrition security to all Kenyans by

2022

iii' Providing universal health coverage to guarantee quality and

affordable healthcare to all Kenyans

iv. Provision of affordable and decent housing for all Kenyans (at

Ieast 500,000 affordable new houses by 2022.

v. Suppofting value addition and raising the rnanufacturing sector,s

share of GDp to l5 percent by 2022.

I

I
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In addition, the Committee was infonred that the preparation of the 2018 BpS i
built upon the transformation agenda which focused on the five key pillars whi
were rol!ed out fron'r financial ),esr ?01,3,tt,4.Thcsc pilla;-s v.v,ci-e:

(i) creating a conducive business environment

(ii) investing in sectoral transformation

(iii) infrastructure expansion

(ir) investing in quality and accessible social services

(v) Consolidating gains made in devolution.

Further the cornmittee was taken rhrough the key highlights of the ,,Big F
Agenda and the gaps that the unpacking had identified.

Under the realisrn of the 2018/19 macro fiscal framework the committee w

informed that on the external front, the IMF projects that the global growth

expected to improve in 2018 to 3.9 percent from 3.7 percent in 2Ol7 main

owing to the positive effects of the USA tax policy changes on global trade

investment. The groMh in the East African Community has slowed down sin

2016 niainly due to prolonged effect of drought, political tensions and a decl

in credit groMh and that it should be noted however, that this growth is mo

driven by other countries in EAC namely, Rwanda and Tanzania. under
circumstances thereof, Kenya's economic growth is actually slowing down

regional outlook.

That, the Kenya's economic groMh for 2or7 is expected to be 4.g percent

5.6 percent in 2016. The growth was negativery impacted by adverse we

conditions, reduced credit to the private sector and unfavorable busin

en\/lronment due to prolongcd political activities but goirig iurwarci the econo

groMlr rate is projected at 5.3 percent for Fy 2ol7/1g,5.9 percent in

8 | i' :
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20181)9, 6.3 percent in FY 2019/20 and 6.8 percenr in Fy 2O2O/21. The

Committee was funher informed on the projections to other key macro-economic

variables like inflation, exchange rates and interest rates.

On the fiscal framework and policy outlook, the Committee was informed that

2018 BPS proposes that the expenditure ceiling for financial year 21l1ltg will be

Kshs. 2,492 trilljon, broken down as follows;

i. National Government
ii. Parliament
iii. Judiciary
iv, Consolidated Fund Services
v. County Equitable Share
vi. Equalization Fund
vii. Contingency Fund

Kshs. 1,428,533.9

Kshs.31,768.9
Kshs, 17,783.2

Kshs. 690,368.9
Kshs. 314,000
Kshs. 4,700
Kshs. 5,000

at

i

In addition, the projected total revenues excluding grants for financial year

20l8l19 will be Kshs. 1,853.9 trillion (the grant component is Kshs. 50.5 billion).
This therefore translated into a primary deficit of approximately Kshs. 639

Billion for FY 2018119.

The Committee was further informed that according to the BpS, the fiscal policy
stance of the government during the FY 2}18l1g and the medium term is
targeting fiscal consolidation supported by rapid economic growth while

sustaining revenue growth projection. The govemment indicates that it is aiming
towards achieving the EAC convergence path of fiscal deficit ceiling of 3 per

cent GDP by 2021122 underpinned by revenue gromh and contractionary

expenditure policy. The effect of this will be thatthe fiscal balance is expected to

stand at'/.2oh of GDP in2017118,6.0% of GDP in20l8/19 and 3 o/o GDp over
t:he medium tenn.

9t
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The Cornnrittee was further infornred that going forward there were external
domestic shocks which were a risk to the economy. These risks are associat
wlm tne macrnp..^nnrnin acQrrrnnlrnnnEvee,!rrrrvrto, *,.L l: ^ ) -t-. -r- .PUL'rru \rEUr uyilallllus, conung
liabilities, vulnerabilities of the financial sector ancl other unforeseen threats

On verlical sharing of revenues, the Cornrnittee was informed that 20l g Bp
projects that the nationally raised ordinary revenue for financial year 2Olgl
will be Ksh. 1,688.4 Billion out of which Ksh. 1,370 Billion will be allocated
the equitable share to National Government, the allocation for the Equa lizati
Fund for FY 20l8ll9 will be Kshs. 4.7 Billion which is a 39 percent reducti
from the previous year. The BPS also proposes an allocation of Ksh. 372.
Billion to the County Governments for FY 2ol8/lg. This amount comprises
Kshs' 314 Billion as equitable share and Kshs. 58.742 as conditional grants
which Kshs. 33.2 Billion will be frorn Development Partners. The BpS expla
that the basis for computing the proposed equitable share of nationally rai
revenue among the national and county government is as follows

(i) That the previous allocation of Kshs. 302 Billion in Fy 2017/lg
adjrsted by a gror{h factor of 4.0 percent resulting to addition

Kshs l2 billion over and above the 2olTllg amount. This amoun

to Kshs. 314 Billion as equitable share.

After the briefing the committee members raised the following issues am

othesr with the 20l\l19 BpS

The realism of the fiscal framework especially key variables namely;
(i)

\lll

(iii)

Econornic groMh rate for 20l g to 2021

inflation anci other macro-econonric variables

Revenue of overall expenditure projections

r0 t

S

1,

a

t

a

d

t

f
f
S

d

S

I



t

J
2- The overall Deficit importantly the target for 20l7ll8 and projecrions

into the medium tenn

3. The trends in public debt which should include the inrer linkage

between the fiscal framework and the Debt strategy.

4. The increased Ievel of commercial debt borrowing for 20llllg
5. The result matrix for the implementation of the ,,Big Four,, agenda

6. The status of Medium Term plan III and its linkage to the 201g Bps

l. The status of equalization fund and implementations of the projects

under the equalization fund.

After lengthy deliberations the Committee asked the secretariat to forward the

issues of concern that they had raised on the 2018/19 BPS to the National

Treasury so that they can be responded too during the planned report writing
retreat on the 20l8l19 BPS.

MIN BAC /02 12017/04: ANY OTHER BUS SS

The Chair informed the Members that arising from the tabling and referral of
the 2018/19 BPS and MTDS, a report writing retreat had been planned to take

place from Thursday,22nd to sunday,25'h February,20lg at the Boma, Hotel

South C, Nairobi. Members were expected to check in from Thursday and

check out on Sunday.

The Committee had received various legislative proposals "Money Bills,, which

were now pending business and there was need to start considering them as

soon as possible.

During the recess period, the Committee had received an invitation from the

Organization of Economic Development and Cooperation (OECD) to attend the

Public Debt Managernent Forurn in Paris, France. The conference was to take

ill



place frorn 22na-2ya February,20l8 and thus had norninated the followi

members to attend:

I ) Hnn l\ufncec I pccnnpt J\zI D
!vguvrrvt,r'r.^

2) Hon.Sarah Korere,M.P
3) IIon.Gedieon Ochanda,M.P
4) Hon. Nyaga Muchiri,M.P

However, the Hon. Nyaga Muchiri, M.p. had pulled out at the last minute

to other commitments. He asked members that in future they should confi

their availability and attendance

opportunities.

so that the committee does not I

He further informed Members that a request had been done to other destinati

so that the committee members can get opportunities to learn on issues relat

to Public finance and Budget making process specifically he stated that

requests were to the following jurisdictions: Gennany, United Kin

Uganda, South Africa and the Philippines. He further stated that u,h

nominating delegates to represent the Committee he shall take into account

commitment of a member to the committee activities as the key

and consider gender, regional and political balances.

A rnember reminded the committee that during the induction retreat, there

proposal to have the committee sponsor two women members to attend

women status conference in New York, United States of America to be held

March,20l8. The secretariat was asked to follow up on the issue and to brief
Chairman by close of day
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MIN BAC /O2 /20171052 ADJOURNMENT

There being no other business the meeting adjourned at 12.55 p.m. The next

meetingwill be held on Thursday,22nd February,20l8 at 8:45 a.m. at a venue to

be communicated later.

HON. I , M.P.
CHAIRMAN, BUDGET AND APPROPRIATIONS COMMITTEE
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