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PREFACE

Mr. Speaker Sir, on behalf of the Members of the Ad hoc Committee on the Supplementary
Estimates and pursuant to Article 223 of the Constitution, section 44 of the Public Finance
Management Act, 2012, section 40 of the Public Finance Management Regulations, 2015 and
Standing Orders 243; it is my pleasure to present to this House, the Committee’s Report on the

Supplementary Estimates No. 1 for financial year 2017/2018.

Mandate of the Committee

Mr. Speaker, the Ad hoc Committee on the Supplementary Estimates was formed on 28h

September 2017 in line with Standing Order 218. The committee assumed the functions of the

Budget and Appropriations Committee as contemplated in the Standing Order 207 relating to
review of the budget estimates, in particular the Supplementary Estimates for the financial year

2017/2018 and any legislation related to those estimates.

Mr. Speaker, the Ad hoc Committee iscomprised of the following Honourable Members:-

i) Hon. Joseph K. Limo, MP - Chairperson
ii) Hon. (Dr.) Naomi Shaban, £ C H, MP

iii) Hon. Moses Lessonet, MP

(

(

(

(iv) Hon. Alois Lentoimaga, MP

(v) Hon Benard Masaka Shinali, MP
(

(

(

(

vi) Hon. Khatib Mwashetani, MP
vii)Hon. Kimani Ichung'wah, MP
viii) Hon. Sarah Paulata Korere, MP
ix) Hon. Fatuma Gedi Ali, MP







(x) Hon. Qalicha Wario, MP
(xi) Hon. Ruth W. Mwaniki, MP

Scrutiny of the First Supplementary Estimates for Financial Year 2017/2018

Mr. Speaker, the Supplementary Estimates No. 1 for the financial year 2017/2018 was submitted
to the National Assembly on 27t September 2017. The Ad hoc Committee on the Supplementary
Estimates examined and discussed the estimates and has made recommendations, which are
contained in this report. If approved by the House, these recommendations will form the basis for

the passage of the supplementary appropriation law.

Mr. Speaker, in reviewing the First Supplementary Estimates for 2017/18, the Committee held
seven (7) Sittings which included two (2) sittingswith the National Treasury. The committee also

consulted with various Ministries, Government Agencies, Independent Offices and Commissions

and their submissions have been taken into account in the finalization of this report.

Mr. Speaker, in line with article 221(5) of the Constitution that requires public participation in
discussing and reviewing the Budget Estimates, the Committee also received written submissions

from the public and these have been taken into account in the finalization of this report.

Acknowledgements

Mr. Speaker, the Committee is grateful to the various Ministries, Departments and Agencies of the
National Governmentas well as the independent offices and commissions who appeared before the
Committee on short notice and sat through lengthy deliberations in the process of reviewing these
supplementary estimates. The Committee also extends its gratitude to the public who submitted
written memoranda on the supplementary budget for their commitment and patriotism in ensuring

that Parliament lives up to its oversight role.
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Lastly Mr. Speaker, the Committee is also grateful to the Office of the Speaker of the National
Assembly, the Office of the Clerk of the National Assembly and the Parliamentary Budget Office for
the steadfast support received as it discharged its mandate of reviewing the First Supplementary

Estimates for the financial year 2017/18.

Mr. Speaker, it is therefore my humble duty and privilege, on behalf of the Ad hoc Committee on
the Supplementary Estimates to table the Report on the First Supplementary Estimates for FY
2017/2018 and recommend it to the House for adoption.

(i) Hon. Ruth W. Mwaniki, MP
(i) Hon Benard Masaka Shinali, MP

(iii) Hon. Fatuma Gedi Ali, MP
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(v) Hon. Alois Lentoimaga, MP

(vi) Hon. Moses Lessonet, MP

(vii)Hon. Kimani Ichung'wah, MP

(viii) Hon. Khatib Mwashetani, MP

(ix) Hon. Qalicha Wario, MP

(x) Hon. Sarah Paulata Korere, MP

Signed: ... N O O N N P N W aprr s - S
Hon. Joseph K. Limo, M.P.

Chairperson, Ad hoc Committee on the Supplementary Estimates




8 OVERVIEW OF THE SUPPLEMENTARY ESTIMATES NO. 1 FOR 2017/2018

Introduction

Mr. Speaker, this House approved the budget for financial year 2017/18 in March; three months
before the constitutional deadline of June 2017. This was to pave way for the country to prepare for
the general elections. The election was held on 8" August 2017 but the Supreme Court ruling
occasioned a repeat election to be held within sixty days of the ruling. Consequently, three months
into implementation of the budget, expenditure on a repeat of the presidential election in addition to
ravages of a protracted drought, the need to enhance Free Day Secondary Education as well as
implementing agreed CBAs to quell labour unrest in the education sector has necessitated the first
supplementary budget. The Supplementary Estimates was submitted to the National Assembly on
27 September 2017.

Mr. Speaker, as the 11t National Assembly noted during the approval of the budget in March this

year, implementation of the budget in an election year is bound to face significant challenges.
Currently, there is heightened uncertainty in the country on account of protracted political activity
as the country prepares for a repeat of the presidential election. This has adversely affected the
business environment leading to shortfalls in revenue collection. Other prevailing challenges
include food insecurity, above target inflation and labour unrest particularly in the health and
education sectors. As a result, the economic outlook for this year is not favourable and growth
projections have been revised downwardsto about 5 percent or below by various institutions
including the National Treasury, the IMF, World Bank and the Parliamentary Budget Office. This
revision of the growth target implies revenue shortfalls, which means that expenditure allocations

or borrowing could be adjusted downwards during the financial year.

Mr. Speaker, the Supplementary budget proposes a number of changes in various votes for both
recurrent and development expenditure. Overall, the first supplementary budget proposes to

increase the total budget estimates by Ksh. 22.3 billion. This comprises of a net increase in
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recurrent estimates of Ksh. 52.9 billion and a net decrease of Ksh. 30.6 billion in development

expenditure.

Adherence to the Legal Framework

Mr. Speaker, this House is aware that the process of supplementary budget preparation, approval
and implementation, is provided for in Article 223 of the Constitution: Sections 43(2) and 44 of the
PFM Act 2012, Section 40 of the PFM Regulations as well as the National Assembly Standing
Orders. In essence, a good supplementary budget should comply by with these set down laws and
procedures in order to avoid distorting the development agenda as envisaged in the approved

budget for any particular financial year.

Mr. Speaker, the laws, particularly the PFM Act and the regulations, provide that a supplementary
budget should only address unforeseen and unavoidable expenditures for which little or no
budgetary provisions were made. The committee notes with concern that some expenditures in the

supplementary do not meet this criteria as they are neither unforeseen nor unavoidable.

Mr. Speaker, the Committee also notes that some crucial content such as actual budget
performance, updated expenditure, debt and revenue projections, outstanding liabilities and
commitments as well as the impact of budget changes on cortingent liabilities and pending bills
has not been provided. This is a concern as without this information, this House may not be in a
position to make informed decisions. Mr. Speaker, you will recall that this House raised the same
concern in the first and second supplementary budgets for financial year 2016/17 but it appears
that this matter has not been taken into account. It is necessary for this information to be included

as it will promote risk management, consistency and predictability in budget planning and

implementation.
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Mr. Speaker, the Committee also observed that despite the provision of PFM regulation 40(8) that
no new programmes or projects should be introduced in a supplementary budget, new projects
have been introduced underthe Ministry of Health (construction of health facilities) and the State
department for sports development(renovations of various stadia). Mr. Speaker, it is important to
adhere to laid down regulations on the budget so as to avoid distorting the policy direction of the
budget as had been envisaged. As such, any projects with no budgetary provisions -and which do
not meet the criteria of a supplementary budget should ideally be deferred to the following financial

year.

Il. KEY PROPOSED ADJUSTMENTS UNDER SUPPLEMENTARY ESTIMATES NO. 1
FOR 2017/2018

a) Recurrent expenditure

various items such as domestic travel, foreign travel and training expenses. Indeed honourable
members, there is a reduction of 20 percent on domestic travel and 75 percent on foreign travel,
training expenses, printing and advertising, among other expenses for operations and maintenance
across the board for all Ministries, Departments andAgencies including Parliament and the

Judiciary.

In particular Mr. Speaker, significant reductions are noted in the recurrent budget under both the
Parliamentary Service Commission and the National Assembly votes which has been reduced by
Ksh. 6.8 billion. Bulk of these cuts relates to committee work for both the National Assembly as well
as in the senate. Other significant cuts are in the Ministry of Foreign Affairs, which has a reduction
of Ksh. 3.2 billion meant for operation and maintenance expenses in Kenya consulates, embassies

and high commissions all over the world.
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However, Mr. Speaker, the Committee observes that despite these austerity measures, the total
recurrent budget has gone up by Ksh. 52.9 billion. The major increments wil mainly cater for the
following activities:
" Ksh. 23.1 billion for enhancement of Free Day Secondary Education,
= Ksh. 10 billion for the Independent Electoral and Boundaries Commission to cater for the
repeat-election,
* Ksh. 6.2 billion for older persons cash transfer programme,
= Ksh.6.9 billion to cater for enhanced security operations including resettlement of IDPs,
= Ksh. 5.2 billion to cater for salaries for University staff in line with implementation of the
CBA,
* Maize subsidy (Ksh. 3 billion), famine relief supplies (Ksh. 2.2 billion), Iivestock. off-take

(Ksh. 950 million) among other drought mitigation measures

Mr. Speaker, it is important to note that despiteinstituting austerity measures in the budget,the
overall budget has increased by Ksh. 22.3 billion while recurrent expenditure has risen by Ksh.
52.6 billion. Thus, the supplementary budget does not fully address the expected financing
shortfalls. Extraordinary times call for extraordinary measures. Under the prevailing circumstances,
expenditure cuts are necessary if not unavoidable particularly with regard to non-priority

expenditure.

However, Mr. Speaker, these cuts should be instituted through a well thought out framework taking
into account the nature of work of the various spending agencies to ensure that service delivery
and operations of these agencies are not adversely affected. Application of a blanket formula
across all agencies is not ideal as it could be disproportionate to the minimum budgetary needs
depending on the nature of their work and could hinder day-to-day operations of the various
spending agencies. Mr. Speaker, it is also noted that such extensive cuts across the board,
renders the budget unpredictable and is not supportive of the Medium Term [ xpenditure
Framework (MTEF).
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b) Development expenditure
Mr. Speaker,the major reductions under the development budget are mainly in the following areas:

= Ksh. 9.5 billion from the State Department for Planning and Statistics including Ksh. 5.9
meant for the National Government Constituency Development Fund

= Ksh. 6.7 billion meant for the Digital Literacy Programme (Laptop programme)

= Ksh. 7.5 billion for the LAPSSET project

= Ksh. 7.2 billion meant for various infrastructure projects in public universities

= Ksh. 5 bilion meant for completion of various roads under the State Department of
Infrastructure

» Ksh. 3.2 billion from the State Department for Investment and Industry including money
meant for development of Leather Industrial park and Special Economic Zones.

= Ksh. 2.4 billion from the Parliamentary Service Commission including Ksh. 1.5 billion meant

for construction of the multi-storey office block

Mr. Speaker, it is also important to note that there are some agencies with additional allocations to
their development budgets, some of which are enhanced donor commitments. This includes the
following:
» Ksh. 8.3 billion counterpart funding from China for equipping of various Technical Training
Institutes with modern equipments
= Ksh. 3.7 billion in form of donor funds to cater for implementation of the National
Agricultural and Rural Inclusive Growth Project.
= Ksh. 7.4 billion net increase on account of increased donor commitments as well as
enhanced allocations for the Lake Turkana Power Project,
» Ksh. 2.5 billion to the Kenya Climate Smart Agriculture Project

» Ksh. 2 billion to cater for low cost housing

Mr. Speaker,you will recall that during the approval of the second supplementary for financial year

2016/17, this House raised concern over the inadequate inclusion of all donor commitments in the
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budget. It appears that the framework for donor commitments is not comprehensive enough and as
a result there is always in-year revisions of development estimates related to new external
resources. This is one of the key contributors of low absorption of external resources in the recent

years.

Mr. Speaker this committee observes that most of the changes in the development budget are

with respect to ongoing projects, some of which have contractual obhgatlons that, if breached,
could lead to payment of penalties as well as slowing down or even complete stalling of these
projects. Furthermore, disruption of expenditure allocations midway means that there may be
deferred payments leading to pending bills at the end of the financial year. Pending bills, being
priority payments in government spending, further reduce available development oriented

resources while necessitating special audits within the year to ascertain their nature.

Mr. Speaker, the benefit of development spending over recurrent is that it is more likely to
generate higher returns in the long term by increasing the productive capacity of the economy and
more sustainable growth as opposed to recurrent expenditure. Revising the development budget
downwards in the course of the year could lead to lower contribution of the development budget
towards sustainable economic development. This also points to a possibility that at the end of the
year, the development budget could constitute less than 30 percent of the total implemented

budget as provided in the PFM law.

M. ALIGNMENT ~ OF EXPENDITURE PRIORITIES TO THE ECONOMIC
TRANSFORMATION AGENDA

Mr. Speaker,the committee is concerned that the supplementary budget has distorted the policy
direction of the budget particularly with regard to alignment of the budget to the policy priorities as
spelt out in the Budget Policy Statement. The proposed changes in the supplementary budget have
led to downward revision of targets for key policy interventions such as ongoing public investments

Il roads, agricultural mechanization, industrial investment including special economic zones and
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industrial parks, vulnerable persons accessing subsidized health insurance andconstruction of
teacher training colleges. These interventions were expected to boost economic growth and
development including creation of jobs and promotion of welfare.Under the current circumstances,
this may not be achieved as most of these targets including job creation, have been scaled
downwards. As such, the budget may not meet its primary objective as indicated in its theme,

which was to create jobs and improve the welfare of Kenyans. -

IV.  SUBMISSIONS FROM THE PUBLIC
Mr. Speaker, as indicated earlier, in line with article 221(5) of the constitution, the committee also
received submissions from the public on the supplementary estimates. The main concerns were
with regard to the following:

i) The need to recruit additional teachers, given the enhanced allocation for free day

secondary education. This will enhance the quality of education. The committee is in-

for the recruitment of additional teachers

i) The need to enhance infrastructure in public schools focusing on classrooms, science
laboratories, additional desks and toilet facilities among others. The committee notes
that Ksh. 1.4 billion has been allocated in the supplementary budget for school
infrastructure

iii) The unclear manner in which budget changes were effected across various Ministries,
Departments and Agencies. Concern was expressed that the changes could have the
effect of paralyzing day to day operations in the various MDAs. The Committee has

adequately this concern in the report.
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V. FINANCING OF THE SUPPLEMENTARY ESTIMATES NO. 1 FOR 2017/2018

Mr. Speaker, as earlier indicated, the updated fiscal projections for the supplementary budget was
not submitted to Parliament. The National Treasury informed the Committee that Ksh. 22.3 billion
additional expenditure above the total approved estimates will be funded through donor
_ commitments amounting to Ksh. 21.06 billion, an increase in the road maintenance levy as

Appropriations in Aid (Ksh. 1.3 billion) and Ksh. 0.94 billion from the exchequer.

Mr. Speaker,Given the likely underperformance of businesses on account of prevailing challenges
in the business environment, revenue shortfalls are likely to persist in this financial year. It is likely
therefore, that the financing gap is much higher than envisaged. There is no clear strategy on how
this will be addressed, in light of declining business activity and reduced or postponed private and
public (government) consumption. In this regard, the cuts on government common supplies need

to be revisited so as to support local businesses and tax yield.

Mr. Speaker, the Committee has reconsidered some of these cuts based on priority occasioned by
its interactions with several MDAs and public participation. The committee changes will occasion
additional Ksh. 16.35 billion requiring some financing. It is expected that this expenditure will easily
be cancelled out by expected under-absorption by various agencies as well as rationalization within

the financial year.

VI.  COMMITTEE RECOMMENDATIONS
Having considered the above matters, the committee recommends as follows:

a. Policy Recommendations

() That, as much as possible, the National Treasury should restrict the supplementary
budget to unforeseen and unavoidable expenditures to avoid extensive budget
adjustments in the course of the year which renders the budget unpredictable and
reduces its effectiveness;

T G
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(i) That, development expenditure should be given priority over the recurrent budget in
order to achieve a more sustainable growth path and to avoid accrual of pending bills
and breach of contractual obligations;

(i) That, an updated fiscal projection be provided indicating expected revenue
performance under the prevailing circumstances with clear strategies on how this
budget will be financed;

(iv) That, expenditure adjustments should not be done using a blanket formula across the
board but should be based on clear analysis, taking into account the policy direction of

the budget;

(v) That, expenditure adjustments should not be done at itemized level but should be
guided by programmes given that this is a programme based budget;

(vi) That, the National Treasury should set aside funds for the recruitment of additional

teachers;
(vii) That, expenditure adjustments be done in consultation with Ministries, Departments and
Agencies to ensure provisions for key projects are not affected; and

(viii) ~ That, owing to the expected economic downturn and low revenue performance, and
considering the overarching role of policy direction of the national government in
matters of finance and economy, that county governments urgently consider on their
own motion to implement appropriate austerity measures with a view to realising more
resources for development. In this regard, counties are urged to reduce by fairly
equivalent ratios as the national government the spending on foreign and domestic
travel, office supplies, hospitality expenditure, purchase of furniture among others.
Savings from these austerity measures should ideally be channelled to assist the
National Government efforts on drought and to help ease the pressure on the cost of
living among the wananchi.

S oo o it o s e e Spv e D Ao £ b i 2 S m ot e T e s s ot v Syvie ey

Report on the Supplementary Estimates No. 1 for FY 2017-18 9




b. Proposed Increments/ Reversals of Reduction
Mr. Speaker, the Committee recommends the following increments: some of which are reversals
of reduction:

(i) Increase Ksh. 2 Billion recurrent expenditure for Management of electoral processes
programme in vote 2031 Independent Electoral & Boundaries Commission. This
increment is for KIEMS upgrade. '

(i) Increase Ksh. 3.7 Billion recurrent expenditure for food subsidy under crop
development and management programme in vote 1161 State Department of
Agriculture to pay the deficit and meet the gap on food requirements.

(iii) Increase Ksh. 350 Million development expenditure for upgrade of ASK Jamhuri under
General Administration and support services programme in vote 1161 State
Department of Agriculture.

(iv) Increase Ksh. 131 Million recurrent expenditure for the Witness protection programme
in vote 1321 Witness Protection Agency.

(v) increase Ksh. 3.81 Billion recurrent expenditure to cater for operations and
maintenance expenses in the Parliament budget.

(vi) Increase Ksh. 1.9Billion development expenditure for the General Administration,
Planning and support services under vote 2041 Parliamentary Service Commission.
(vii)Increase Ksh. 82.5 Million development expenditure for regional hub in Kakamega

under the audit services programme in vote 2111 Auditor General.

(viii) Increase Ksh. 30 Million development expenditure for construction of Eldoret office
block under the audit services programme in vote 2111 Auditor General.

(ix) Increase Ksh. 50 Million recurrent expenditure additional funding for office rent in vote
2111 Auditor General.

(x) Increase Ksh. 158.5Million recurrent expenditure for the audit services programme in
vote 2111 Auditor General.

(xi) Increase Ksh. 318.7 Million recurrent expenditure for Cooperative Development and

Management programme in vote 1173 State department for Cooperatives. This

e e Y By L
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allocation is for debt waivers for Stegro EPZ Tea Factory (Ksh. 300 million) and
Bunyala Fishermen Cooperative (Ksh. 18.7 Million).

(xii)Increase Ksh. 700 Million development expenditure for LPG gas cylinders under the
Exploration and Distribution of Oil & Gas programme in vote 1153 State department for
Petroleum.

(xii)  Increase Ksh. 1.5 billion for the Constituency Development Fund under the State
Department for Planning and Statistics.

(xiv)  Increase Ksh. 500 Million to the Lake Basin Development Authority for the payment
of pending bills.

(xv)Increase Ksh. 246.2 Million to the Ministry of Health for the following highly specialized

services: Mathari National Training and Referral Hospital (Ksh. 23 Million), Government
Chemist (Ksh. 53.8 Million), Spinal Injury Hospital (Ksh. 8.2 million), National Quality
Control Laboratory (Ksh. 11.2 billion) and Training of Health Workers (Ksh. 150 Million).

Department for basic education.

(xvii) Increase Ksh. 125 Million to the Kenya Industrial Estate under the State Department
for Industry and Investments for purposes of advancing loans.

(xviii) Increase Ksh. 400 Million to the Export Processing Zones Authority under the State
Department for Industry and Cooperatives for various capital projects.

(xix) Increase Ksh. 15.7 Million to the Salaries and Remuneration Commission for
payment of contractual services.

(xx)Increase Ksh. 45 Million development expenditure to the State Law Office for
construction of ultra modern library and moot court in Karen.

(xxi) Increase Ksh. 183.99 Million to the State Department for Basic Education for

payment of pending bills on the purchase of sanitary towels.

Reror on the Supplomontary Estinates No. 1 for FY 201718 . 1



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

(i) an increment of the total recurrent expenditure for Financial Year 2017/2018 by Kshs.
63,513,309,301 in respect of the Votes as contained in the Schedule;

(ii) areduction of the total capital expenditure for Financial Year 2017/2018 by
Kshs.24,899,676,347 in respect of the Votes as contained in the Schedule:

(i)~ an overall increment in the total budget for Financial Year 2017/2018 by
Kshs.38,613,632,954 in respect of the Votes as contained in the Schedule; and

(iv)  That the Schedule forms the basis of the enactment of the First Supplementary
Appropriations Act, 2017.

m
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MINUTES OF 7'M SITTING OF THE AD- HOC COMMITTEE ON
SUPPLEMENTARY ESTIMATES HELD ON MONDAY 9™ OCTOBER
2017 IN COMMITTEE ROOM 9. MAIN PARLIAMENT BUILDINGS AT
10.00 A.M.

Present

Hon. Joseph K. Limo, MP- Chairperson
Hon. Moses Lessonet, MP

Hon. Kimani Ichung’wah, MP

Hon. Fatuma Gedi Ali, MP

Hon. Benard Masaka Shinali, MP

Hon. Alois Lentoimaga, MP

Hon. Qalicha Wario, MP

Hon. Sarah Paulata Korere, MP

Absent with Apologies

1.  Hon. (Dr.) Naomi Shaban, MP
2.  Hon. Khatib Mwashetani, MP
3.  Hon. Ruth W. Mwaniki, MP

IN ATTENDANCE
MINISTRY OF DEVOLUTION AND PLANNING

1. Hon. Irungu Nyakera P.S.
2. Hon. Joseph Mukui

PARLIAMENTARY BUDGET OFFICE & SECRETARIAT

l. Mr. Martin Masinde Senior Deputy Director

2, Mr. Robert Nyaga Deputy Director

3. Ms. Lucy Makara Chief Fiscal Analyst

4. Mr. Frederick Muthengi Chief Fiscal Analyst/ Clerk
S. Ms. Millicent Makina Fiscal Analyst 1

6. Ms. Julie Mwithiga Fiscal Analyst III



7. Mr. Danson Kachumbo Fiscal Analyst III
8. Ms. Lynette Otieno Legal Counsel II
9. Ms. Christine Maeri Hansard Officer
10.  Mr. Joram Baraza Office Attendant
AGENDA i )

1. Preliminaries

2. Confirmation of Agenda
3. Matters arising

4. Agenda:

i.  Adoption of the draft 2017-18 Supplementary Estimates

5. Any Other Business

MIN AD-HOC (ESTIMATES) /07 /2017/01: PRELIMINARIES

1 1 A | m
The Chairman called the meeting to order at 10,20 am. and welcomed members o

the meeting. Thereafter, Hon. Alois Lentoimaga, MP, led the committee with a

word of prayer.

In his introductory remarks, the Chairman read the agenda of the meeting. He
informed members that he had invited the Ministry of devolution and planning to
appear before the committee. He then welcomed Parliamentary Budget Office
(PBO) to brief members on their analysis of the 2017-18 budget estimates of

Ministry of Industry, Trade and Cooperatives.

MIN AD-HOC (ESTIMATES)/07/2017/02: CONFIRMATION OF THE
PREVIOUS MEETING

The minutes of:

i. 1* Sitting on 2™ October, 2017 was proposed by Hon. Benard Masaka
Shinali, MP and seconded as true reflection by Hon. Fatuma Gedi Ali, MP.



ii. 2" Sitting on 3" October, 2017 was proposed by Hon. Sarah Paulata Korere,
MP and seconded as true reflection by Hon. Qalicha Wario, MP.

iii. 3" Sitting on 4th October, 2017 was proposed by Hon. Fatuma Gedi Ali, MP
and seconded as true reflection by Hon. Moses Lessonet, MP

iv. 4" Sitting on 5th October ,2017 was proposed by Hon. Qalicha Wario, MP
and seconded as true reflection by Hon. Benard Masaka Shinali, MP

v. 5™ Sitting on 6th October ,2017 was proposed by and seconded by Hon.
Moses Lessonet, MP and seconded as true reflection by Hon. Sarah Paulata
Korere, MP

vi. 6" Sitting on 7th October, 2017 was proposed by Hon. Fatuma Gedi Ali, MP
and seconded as true reflection by Hon. Benard Masaka Shinali, MP

~ MIN AD-HOC (ESTIMATES)/07/2017/03: MATTERS ARISING

There were no matters arising.

MIN AD-HOC (ESTIMATES)/07/2017/04: BRIEFING BY
PARLIAMENTARY BUDGET OFFICE

The presentation highlighted that the approved gross estimates of the department
for 'Y 2017/18 is KSh. 7.7 billion comprised of Ksh. 2.3 billion for recurrent
expenditure and Ksh. 5.4 billion for development expenditure. Under the
Supplementary estimates I for FY 2017/18, the allocation for the department has
substantially been adjusted downwards to Ksh 4.9 billion representing a net
decrease of Ksh 2.8 billion (or 37 percent).

The programmes greatly affected are: Industrial Development & Investments
(reduction of Ksh 1.7 billion under development) and the Standards and Business
Incubation (reduction of Kshs. 1.1 billion under development).

The affected programmes adversely affect the prospects of creating the needed
employment opportunities given the high unemployment rate at over 40 percent.
The targets that have been down scaled have direct bearing in stifling employment
opportunities e.g. by reducing the number of targeted SMEs to receive credit from

3



900 to 650, a reduction of the targeted number of jobs created under Freeport and
Industrial Parks from 30,000 to 20,000.

There are various projects under Industrialization that are behind completion time
plans. Some of the projects such as Development of Leather Industrial Park
(Kenanie) planned to be completed in 2018, Modernization of Rivertex planned to
- be completed in 2019 have their completion rates targets scaled down in the
Supplementary budget. If their completions are not fast tracked, then funds will
continuously get tied to them without realization of the intended benefits

In the state department of industry and investments the reduction will mainly affect
job creation because most of the institutions are geared towards creating an
enabling environment for job creation and producing both for domestic market and
export. The county is already importing more than its producing meaning,
exportation of jobs which would be accelerated by reduction of resource allocation
to the institutions

After the presentation, the Chair invited members to comment on the presentation.
After deliberations the committee recommended that an additional Kshs. 125
million for Kenya Industrial Institute (K.I.E) and Kshs. 400 million for EPZ.

MIN AD-HOC (ESTIMATES)/07/2017/05: MEETING WITH THE
MINISTRY OF DEVOLUTION & PLANNING

The presentation from the Principal Secretary (P.S.) of Ministry of Devolution
highlighted that the allocation of National Government Constituency
Development Fund (NGCDF) in the proposed supplementary estimates was
guided by the High Court ruling of the previous year that capped the allocation to
Kshs. 25 billion. In addition, the current economic situation that is negatively
affecting revenue shortfall may affect a higher allocation to the fund. The P.S.
urged members to reconsider the allocation and if economic environment
improved, the committee may reconsider to increase the allocation in the second
supplementary.

The presentation also highlighted that the ministry needed an additional Kshs. 500
million for the Lake Basin Development Authority. The allocation would be used
to clear payments to the Contractor. After the presentation, the chair welcomed



questions from members. Members queried the total cost of the project and

whether the government was the one settling the interest payments accrued. After

deliberation, it was agreed that the Ministry shall submit a memorandum, detailing

the contractual obligations of the initial contract and variations if any.

MIN AD-HOC (ESTIMATES)/07/2017/06: ADOPTION OF THE DRAFT

2017-18 SUPPLEMENTARY ESTIMATES

Members were taken through the draft report by Parliamentary Budget Office.
After deliberations, the committee adopted the report with the following

recommendations:

a.

Policy Recommendations

i. That, as much as possible, the National Treasury should restrict the

supplementary budget to unforeseen and unavoidable expenditures

to avoid extensive budgét 7a'c717jrugtririlerrr1t§ in the course of the )ﬁleﬁari »
which renders the budget unpredictable and reduces its
effectiveness.

ii. That, development expenditure should be given priority over the

recurrent budget in order to achieve a more sustainable growth path
and to avoid accrual of pending bills and breach of contractual
obligations.

iii. That, an updated fiscal projection be provided indicating expected

revenue performance under the prevailing circumstances with clear
strategies on how this budget will be financed.

iv. That, expenditure adjustments should not be done using a blanket

formula across the board but should be based on clear analysis,
taking into account the policy direction of the budget.



v. That, expenditure adjustments should not be done at itemized level
but should be guided by programmes given that this is a programme
based budget.

vi. That, expenditure adjustments be done in consultation with
Ministries, Departments and Agencies to ensure provisions for key
projects are not affected. - | .

vii. That, owing to the expected economic downturn and low revenue
performance, and considering the overarching role of policy
direction of the national government in matters of finance and
economy, that county governments urgently consider on their own
motion to implement appropriate austerity measures with a view to
realising more resources for development. In this regard, counties
are urged to reduce by fairly equivalent ratios as the national
government the spending on foreign and domestic travel, office
supplies. hospitality expnenditure, purchase of furniture among
others. Savings from these austerity measures should ideally be
channelled to assist the National Government efforts on drought
and to help ease the pressure on the cost of living among the
wananchi.

b. Proposed Increments/ Reversals of Reduction
the Committee recommends the following increments:

1) Increase Ksh. 2 Billion recurrent expenditure for Management of
electoral processes programme in vote 2031 Independent Electoral &
Boundaries Commission. This increment is for KIEMS upgrade.

2) Increase Ksh. 3.7 Billion recurrent expenditure for food subsidy under
crop development and management programme in vote 1161 State
Department of Agriculture to pay the deficit and meet the gap on food
requirements.



3) Increase Ksh. 350 Million development expenditure for upgrade of
ASK Jamhuri under General Administration and support services
programme in vote 1161 State Department of Agriculture

4) Increase Ksh. 131 Million recurrent expenditure for the Witness
protection programme in vote 1321 Witness Protection Agency

5) Increase Ksh. 3.81 Billion recurrent expenditure to cater for
operations and maintenance expenses in the Parliament budget.

6) Increase Ksh. 1.9 Billion development expenditure for the General
Administration, Planning and support services under vote 2041
Parliamentary Service Commission

7) Increase Ksh. 82.5 Million development expenditure for regional hub
in Kakamega under the audit services programme in vote 2111
Auditor General

8) Increase Ksh. 30 Million development expenditure for construction of
Eldoret office block under the audit services programme in vote 2111

—AuditorGenera———————————————
9) Increase Ksh. 50 Mllhon recurrent expendlture addltlonal fundmg for

office rent in vote 2111 Auditor General.

10) Increase Ksh. 158.5 Million recurrent expenditure for the audit
services programme in vote 2111 Auditor General

11) Increase Ksh. 318.7 Million recurrent expenditure for Cooperative
Development and Management programme in vote 1173 State
department for Cooperatives. This allocation is for debt waivers for
farmers in Bomet (Ksh. 300 million) and Bunyala Fishermen
Cooperative (Ksh. 18.7 Million).

12) Increase Ksh. 700 Million development expenditure for LPG gas
cylinders under the Exploration and Distribution of Oil & Gas
programme in vote 1153 State department for Petroleum

13) Increase Ksh. 1.5 billion for the Constituency Development Fund
under the State Department for Planning and Statistics

14) Increase Ksh. 500 Million to the Lake Basin Development Authority
for the payment of pending bills

15) Increase Ksh. 246.2 Million to the Ministry of Health for the
following highly specialized services: Mathari National Training and
Referral Hospital (Ksh. 23 Million), Government Chemist (Ksh. 53.8

fi



Million), Spinal Injury Hospital (Ksh. 8.2 million), National Quality

Control - Laboratory (Ksh. 11.2 billion) and ;Training of Health - -

Workers (Ksh. 150 Million)

16) Increase Ksh. 100 Million for school infrastructure programme under
the State Department for basic education

17) Increase Ksh. 125 Million to the Kenya Industrial Estate under the

~ State Department for Industry and Investments for purposes of
advancing loans

18) Increase Ksh. 400 Million to the Export Processing Zones Authority
under the State Department for Industry and Cooperatives for various
capital projects

19) Increase Ksh. 15.7 Million to the Salaries and Remuneration
Commission for payment of contractual services

20) Increase Ksh. 45 Million development expenditure to the State Law
Office for construction of ultra-modemn library and moot court in
Karen

21) Increase Ksh. 184 Million to the State Department for Rasic
Education for payment of pending bills on sanitary towels to avoid
legal tussles

MIN AD-HOC (ESTIMATES) /07 /2017/07: ADJOURNMENT

There being no other business the meeting adjourned at 5.30 p.m. The next
meeting shall be communicated in the future.



SIGNED

HON. JOSEPH K. LIMO, M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPLEMENTARY
ESTIMATES

--------------------------------------------------------------------------------------------------







MINUTES OF 6" SITTING OF THE AD- HOC COMMITTEE ON
SUPPLEMENTARY ESTIMATES HELD ON SATURDAY 07
OCTOBER 2017 IN WINDSOR GOLF HOTEL & COUNTRY CLUB.

Present
. Hon. Joseph K. Limo, MP- Chairperson
2. Hon. Ruth W. Mwaniki, MP
3. Hon. Moses Lessonet, MP
4. Hon. Kimani Ichung’wah, MP
5. Hon. Fatuma Ged;j Ali, MP
6. Hon. (Dr.) Naomj Shaban, MP
7. Hon. Benard Masaka Shinali, MP

Hon. Alois Lentoimaga, MP
Hon. Khatib Mwashetani, MP
Hon. Qalicha Wario, MP

‘)—Ah——-‘\ooo
= -

Hon. Sarah Paulata Korere Mp————————

IN ATTENDANCE

PARLIAMENTARY SERVICE COMMISSION

1. Mr. Michael Sialaj Clerk of National Assembly
2. Dr. Wakah George
3. Mr. Irungu Kigundu

PARLIAMENTARY BUDGET OFFICE & SECRETARIAT

I. Mr. Martin Masinde Senior Deputy Director

2. Mr. Robert Nyaga Deputy Director

3. Ms. Lucy Makara Chief Fiscal Analyst

4. Mr. Frederick Muthengi Chief Fiscal Analyst/ Clerk
3. Ms. Millicent Makina Fiscal Analyst

6. Ms. Julie Mwithiga Fiscal Analyst I1]

7. Mr. Danson Kachumbo Fiscal Analyst II]

8. Ms. Lynette Otieno Legal Counse] I]



9. Ms. Christine Maeri Hansard Officer
10. Mr. Joram Baraza Office Attendant

AGENDA

Picliminaries I s S
. Confirmation of Agenda
Matters arising
Agenda:
i. Meeting with the Parliamentary Service Commission 1o discuss 2017-18
Supplementary Estimates
ii. Committee decision on 2017-18 Supplementary Estimates

AW N -

5. Any Other Business

MIN AD-HOC (ESTIMATES) /06 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 10.00 a.un. and welcoined mcmbrs 1o
the meeting. Thereafter, Hon. Sarah Paulata Korere, MP led the committee with a
word of prayer. Thereafter, the Chair invited the Parliamentary Service
Commission make their presentation.

MIN AD-HOC (ESTIMATESY06/2017/02: CONFIRMATION OF THE
PREVIOUS MEETING

The confirmations of the minutes of the previous meeting were postponed to the
next meeting.

MIN AD-HOC (ESTIMATES)/06/2017/03: MATTERS ARISING

There were no matters arising since the confirmation of minutes had been deferred.

MIN AD-HOC (ESTIMATES)/06/2017/04: MEETING WITH THE
PARLIAMENTARY SERVICE COMMISSION TO DISCUSS 2017-18
SUPPLEMENTARY ESTIMATES

The presentation highlighted that the Commission would prefer their initial budget

for 2017-18 to be reinstated. The proposed reduction would affect the Commission



service delivery to Members of Parliament. The Committee was informed that the
Commission had substantial pending bills that needed to be settled. In addition, the
proposed reduction could also affect gratuity payments for staff who served at
Constituency and County level in the 11" Parliament. After the presentation, there
was a lengthy discussion about Members of Parliament welfare. The clerk of
National Assembly agreed that the issues raised by members will be brought to the
attention of the Commission as well as other stakeholders. After deliberations, the

chair thanked the commission for coming.

MIN AD-HOC (ESTIMATES)/06/2017/05: COMMITTEE’S DECISION ON
2017-18 SUPPLEMENTARY ESTIMATES

The committee deliberated on various proposals submitted and after deliberations

-the commutiee-agreed on the tollowing: ==t ol
i.  An additional Kshs. 2 billion to IEBC for the repeat presidential elections

1.  An additional Kshs. 1.5 billion to the National Government Constituencies

Development Fund (NGCDF) to cater for bursaries

ul.  An additional Kshs. 350 million to State Department for Agriculture for
Jamhuri ASK show ground for rehabilitation and Kshs. 3.7 billion for food

subsidy program
1v.  Kshs. 131 million for Witness Protection Agency be reinstated

v. An additional Kshs. 6 billion to be allocated in Parliamentary Service
Commission. Allocation in the printed estimates for the Multi Storey
Building as well as other operating expenses to be reinstated. The Austerity

measures should be applied as follows:

(OS]



V1.

Vil.

Viil.

1X.

Item Proposed
Reduction

Domestic travel -20%
Foreign travel -25%
Printing and Advertising -25%
Training -25%
Oilicc anu Gencrai Suppiics e A —
Routine maintenance -25%
Hospitality -25%
Other operating expenses 0%
Purchase of vehicles -715%
Purchase of furniture -75%
Purchase of Specialized Plant -15%

Under Auditor General Office, austerity measures to be applied at 50 percent
instead of 75 percent, Kakamega office to be fully funded as planned and
Kshs. 30 million for Eldoret office. In addition, Kshs. 50 million additional

funding for Rent.
An additional 246.2 million be reinstated to the ministry of Health

An additional Kshs. 100 million to be allocated under State Department

- Basic Education for school infrastructure to make amount to Kshs. 1.5

billion in total.

Under State Department for Cooperatives, Kshs. 300 million to cater for
debt waivers for Bomet farmers (STEGRO) and Kshs. 18.7 million for

Bunyala fishermen Cooperative

Reallocate Kshs 470 million reverse from allocation under Affirmative Fund
to Ministry of Education. The reallocation is pursuant to the Basic Education

Act.



xi.  Under Ministry of Energy and Petroleum, an additional Kshs 404 million to
cater for additional request and the remaining balance to be include in the

second supplementary.

After deliberations, Parliamentary Budget Office briefed members on submissions
received from public as well as the draft report. It was agreed that in the next
committee sitting, Parliamentary Budget Office shall brief members on the budget

of State Department of Trade and thereafter the committee shall adopt the report.

MIN AD-HOC (ESTIMATES) /06 /2017/06: ADJOURNMENT

There being no other business the meeting adjourned at 4.00 p.m. The next
meeting shall be communicated in the future.

SIGNED

HON. JOSEPH K. LIMO, M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPLEMENTARY
ESTIMATES
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2. Hon. Ruth W. Mwaniki, MP
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6. Hon. (Dr.) Naomi Shaban, MP
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3) Mr. Francis Anyona
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INDEPENDENT ELECTORAL & BOUNDARY COMMISSION

1. Mr. Rasi Masudi Director, Finance
2. Mr. Shyller Jilo
3. Mr. Jason Akoyo

1. Mr. Martin Masinde Senior Deputy Director

2. Mr. Robert Nyaga Deputy Director

3. Ms. Lucy Makara Chief Fiscal Analyst

4. Mr. Frederick Muthengi Chief Fiscal Analyst/ Clerk

5. Ms. Millicent Makina Fiscal Analyst I

6. Ms. Julie Mwithiga Fiscal Analyst III

7. Mr. Danson Kachumbo Fiscal Analyst III

8. Ms. Lynette Otieno Legal Counsel I

9. Ms. Christine Maeri Hansard Officer

10. Mr. Joram Baraza Office Attendant
AGENDA

1. Preliminaries

2. Confirmation of Agenda

3. Matters arising

4. Agenda: Meeting with the following to discuss 2017-18 Supplementary Estimates

i. IEBC
ii.  National Treasury

5. Any Other Business

MIN AD-HOC (ESTIMATES) /05 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 10.00 a.m. and welcomed members to
the meeting. Thereafter, Hon. Sarah Paulata Korere, MP led the committee with a
word of prayer. In his introductory remarks, the Chairman read the agenda of the
meeting. He then welcomed Parliamentar. Budget Office (PBO) to brief members

on summary of issues the committec received when they met with other
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stakeholders. Thereafter, the Chair invited the Independent Electoral & Boundary

Commission make their presentation.

MIN AD-HOC (ESTIMATES)/05/2017/02: CONFIRMATION OF THE
PREVIOUS MEETING

The confirmations of the minutes of the previous meeting were postponed to the
next meeting.

MIN AD-HOC (ESTIMATES)/05/2017/03: MATTERS ARISING

There were no matters arising since the confirmation of minutes had been deferred.

MIN AD-HOC (ESTIMATES)/05/2017/04: MEETING WITH THE
INDEPENDENT ELECTORAL & BOUNDARY COMMISSION

The presentation highlighted that the commission complied with the directive of

the committee and that they have submitted an analysis of the commission budget
incorporating the additional funds request of Kshs. 3.785 billion, a breakdown for
the allocation of National Treasury allocated of Kshs. 10 billion for the presidential

Election and commission’s work plan.

Members were informed that the additional request was as a result of full version
of Supreme Court ruling as well as negations with the company which was
procured to provide the KIEMS kit. This occurred after the commission had
negotiated with National Treasury on the repeat of the presidential election. After
the presentation, the chairman welcomed members to comment on the

presentation. After deliberations, the chair thanked the commission for coming.

MIN AD-HOC (ESTIMATES)/05/2017/05: MEETING WITH NATIONAL
TREASURY

The Chair informed the committee that after meeting other stakeholders, the

committee felt that some additional request from Ministries, Departments and



Agencies (MDAs) were vital and needed funding. Thereafter, the Committee

together with National Treasury began deliberating on the additional requests the

committee received. After deliberations, National Treasury agreed that they could

accommodate the following in the 2017-18 Supplementary Estimates namely:

1.

1.

111.

1v.

Vi.

vil.

Kshs. 2 billion to IEBC to facilitate the presidential elections.

Kshs. 350 million to State Department for Agriculture for Jamhuri ASK
show ground for rehabilitation and Kshs. 3.7 billion for food subsidy

program
Kshs. 121 million for Witness Protection Agency be reinstated

Parliamentary Service Commission: additional funding amounting Kshs.
1.2 billion for the Multi Storey Building, austerity measures be applied at 50

percent and other operating activities to remain unchanged

Pending bills to be reviewed and attended to by treasury in the State

Department of Arts and Culture.

Under Auditor General Office, Kakamega office to be fully funded as
planned while Eldoret office to be catered for in the next FY, austerity
measures to be applied at 50 percent instead of 75 percent. The additional

funding for Rent to be handled under supplementary II.

Under State Department for Cooperatives, Kshs. 300 million to cater for
debt waivers for Bomet farmers and Kshs. 18.7 million for Bunyala

fishermen Cooperative



viii. Reallocate Kshs 470 million reverse from allocation under Affirmative Fund
to Ministry of Education. The reallocation was as result of the Ministry of

Education having structures in place for distribution to schools.

ix. Under Ministry of Sports, Kshs 1.2 billion for the sports programme under
~ the Vote 1132 Staté department for Sports. The reduction is on the allocation
meant for hosting the Africa Nations Championship(CHAN)

X. Under Ministry of Energy and Petroleum, an additional Kshs 404 million to
cater for additional request and the remaining balance to be include in the

second supplementary.

After deliberations, the chair thanked the Ministry for coming. It was agreed that in

deliberate further on the additional requests and make a decision.

MIN AD-HOC (ESTIMATES) /05 /2017/06: ADJOURNMENT

There being no other business the meeting adjourned at 6.30 p.m. The next
meeting shall be communicated in the future.

SIGNED

HON. JOSEPH K. LIMO, M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPLEMENTARY
ESTIMATES
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Mr. Osman Ibrahim

Mr. Rasi Masundi

Mr. Douglas Bargarett
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1. Mr. Martin Masinde Senior Deputy Director

2. Mr. Robert Nyaga Deputy Director
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9. Ms. Christine Maeri Hansard Officer
10. Mr. Joram Baraza Office Attendant

AGENDA

Preliminaries

Confirmation of Agenda

Matters arising

Agenda: Meeting with the following to discuss 2017-18 Supplementary Estimates
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.  Parliamentary Service Commission

ii.  Witness Protection Agency

iii.  Ministry of Energy and Petroleum

iv.  Ministry of Sports, Culture and the Arts
v. IEBC.

vi.  National Treasury

= AR UilEERnaaE s

MIN AD-HOC (ESTIMATES) /04 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 11.30 a.m. and welcomed members to
the meeting. Thereafter, Hon. Sarah Paulata Korere, MP led the Committee with a
word of prayer.

In his introductory remarks, the Chairman read the agenda of the meeting and
informed members he had invited the Ministry of Agriculture, Livestock and

Fisheries to appear before the Committee.

MIN AD-HOC (ESTIMATES)/04/2017/02: CONFIRMATION OF THE

PREVIOUS MEETING
The confirmations of the minutes of the previous meeting were postponed to the

next meeting.

MIN AD-HOC (ESTIMATES)/04/2017/03: MATTERS ARISING
There were no matters arising since the confirmation of minutes had been deferred.
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The chair gave a brief summary of as to why the Committee was formed as well as
the challenges facing the country under which necessitated the 2017-18
Supplementary Estimates. He then welcomed Parliamentary Service Commission

to make their presentation.

MIN AD-HOC (ESTIMATES)/04/2017/04: MEETING WITH THE
PARLIAMENTARY SERVICE COMMISSION (PSC)
The presentation highlighted PSC is divided into 2 votes (Parliamentary Service

Commission & National Assembly votes 2041 and vote 2042 respectively and has
three programmes namely: Senate Affairs, General Administration, Planning anc
Support Services and National Legislation, Representation and Oversight
promramme. The supplementary budget 2017/18 supplementary budget proposed
that: -

1. Parliamentary Service Commission be allocated Kshs. 9.2 billion

2. National Assembly to be allocated Kshs. 17.4 billion.
The 2017-18 budget estimates had initially allocated Kshs. 36 billion after National
Treasuiy had a consuitative meeting with i comumission. The legisiaiure budgei
represents less than 1.5 percent of the National Government budget. The proposed
allocations in the supplementary budget will reduce Parliament’s budget by Kshs.
9.289 billion.
The austerity measures being applied may affect the oversight and legislative
functions of Parliament. Committee activities such as travel (domestic& foreign),
and public participation may be affected by the cuts. It was noted that public
participation is important because Parliament has been taken to court due to lack of
public participation in some of the legislation that the House passed.
The development budget was reduced by 76 percent affecting the on-going

constriction for the multi storey office building. In addition, the allocations



provided will be unable to pay accrued pending bills. The multi-storey building on
completion was meant to provide offices for members of parliament. The building
was expected to be completed by end of December, 2018.

The presentation also highlighted that during an election year, Parliament usually
plays a role as seen in previous election years. The reduction- would make the
commission be unable to provide: training, furniture, computers, offices, and pay
MP’s staff at constituency level.

After the presentation, the Chairman welcomed members to comment on the
presentation. There was a lengthy deliberation on members concerns such if
Parliament would provide cars for members so as to conduct their representative
role, whether the cuts would affect contractual obligations which may lead to

penaltles and other issues. After deliberations, it was agreed that PSC would

submit a wrltten submlssmn on proposed reductlon and reallocations in their

budgets.

MIN AD-HOC (ESTIMATES)/04/2017/05: MEETING WITH WITNESS
PROTECTION AGENCY
The presentation from the agency highlighted that agency had budgeted Kshs

114.07 Million for witness related expenditure however the supplementary budget
reduced the budget by Kshs 85 million. The reduction implied that the balance of
agency witness related budget for the remaining 9 months is only Kshs. 4.4 million

having spent Kshs. 24.09 million as at September, 2017.

In addition the austerity measures applied affected the operations costs amounting
to Kshs. 35.4 million which will hinder communication, supplies and internet
services, domestic travel and consequent lack offsite meetings, training budget and

hospitality services. The agency requested the Committee to reinstate Kshs. 121



million. After the presentation, the Chairman welcomed members to comment on

the presentation. After deliberations, the chair thanked the agency for coming.

MIN AD-HOC (ESTIMATES)/04/2017/06: MINISTRY OF ENERGY AND

DLTHDHDMATYT LTIN\A
VS S ANVIUIVIVELST

The presentation highlighted that the additional allocation amounting 5.7 billion or

46 million Euros in the development budget was sought of a penalty for failing to
connect power to the national grid after the Lake Turkana Wind project was
completed in January, 2018. Members were informed that the lack of completion
was because the contracted Spanish company (Isolux) filed for bankruptcy
therefore they had to look for another contractor. It was noted however that the
transmission line project is 60 percent complete. Members were informed that the
amount will be recovered in 6 months after the company begins selling power to
KPLC. 1he lurkana —Suswa project 18 expected to be completed in May, 201%.
The presentation also highlighted additional request for the Ministry amounting to
Kshs. 1.8 billion to cater for purchase of 6kg gas cylinders ( Kshs. 1.5 billion),
Lokichar crude oil pipeline ( Kshs. 185 million), early oil (Kshs 127.5 million) and
ERC (Kshs 25 million).

After the presentation, the Chairman welcomed members to comment on the
presentation. Members concerns were: last mile connectivity among others. After

deliberations, the chair thanked the Ministry for coming.

MIN AD-HOC (ESTIMATES)/04/2017/07: MINISTRY OF SPORTS,
CULTURE AND THE ARTS

The presentation highlighted that the current FY, the State Department for Sports
was allocated Kshs. 3.02 billion; deVelopment budget of 0.56 billion and recurrent
budget of Kshs. 2.46 billion. However, in the supplementary budget the Ministry

got additional funding of Kshs. 4.2 billion to cater for the preparation and hosting
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of CHAN event. The additional funds were to cater for refurbishment of CHAN
stadia venues namely:

1.)  MISC- Kasarani,
11.)  Nyayo Statium,
i11.)  Kipchoge Keino,
iv.)  Kinoru Stadium and
v.)  Machakos Stadium.
vi.) The funds were also to buy soft service grass and access
control/lighting.
The presentation also highlighted that the Ministry requests additional funding to

cater for cash awards for our medallists participating in international competitions,
personal emoluments at the National Sports Fund for the newly recruited staff and
for operational activities, personnel emoluments for Sports Kenya and programmes

at the Kenya Academy of Sports. Under State department of State Department of

“Arts and Culture there additional tequest to cater for On-going capital projects

affected by the reduction, historical pending bills and pending bills for 2016/17.
After the presentation, the Chairman welcomed members to comment on the

presentation. After deliberations, the chair thanked the ministry for coming.

MIN AD-HOC (ESTIMATES)/04/2017/08: THE MINISTRY OF
AGRICULTURE, LIVESTOCK AND FISHERIES
The presentation highlighted that the Ministry requested additional funds

amounting Kshs. 750 million to cater for Jamhuri ASK show ground. The funds
will be used to be rehabilitate grounds for use by investors throughout the year as
per master plan already prepared by the ASK society. In addition, Kshs. 3.7 billion
for subsidy program to pay the deficit and meet the gap on food requirements,
Kshs. 2.8 billion for pending bills as well as Kshs. 900 million for the current
financial year. After the presentation, the Chairman welcomed members to
comment on the presentation. After deliberations, 1t was agreed that Kshs. 350

million will be allocated to cater for Jamhuri ASK show ground and Kshs. 3.7



billion for subsidy program. After deliberations, the chair thanked the Ministry for

coming.

MIN AD-HOC (ESTIMATES)/04/2017/09: MEETING WITH

INDEPENDENT ELECTORAT, AND BOUNDARY COMMISSION

The presentation highlighted -that following the nullification of the presidential
election of 8" August 2017 and order by the Supreme Court that fresh presidential
election to be held, the commission requested Kshs. 3.79 billion above what was
allocated in the Supplementary Budget. An additional Kshs 3,785,924.873 is
composed of an increase of Kshs 1.8 billion for upgrading KIEMS and other
related election activities such as voter education, purchase of election materials
and wages for polling clerks. Members were informed that in the upcoming
presidential elections, the commission was planning to hire 3 clerks and a queuing
cietk {ur cenites wiili wore than iwo poiiing siations.

After the presentation, the Chairman welcomed members to comment on the
presentation. After a lengthy deliberation, it was agreed that the commission will
submit a written submission giving an analysis of the commission budget
incorporating the additional funds request of Kshs. 3.785 million and a breakdown
for the allocation of National Treasury allocated of Kshs. 10 billion for the Fresh

Presidential Elections (FPE)

MIN AD-HOC (ESTIMATES) /04 /2017/08: ADJOURNMENT

he chair informed the Committee that he invited National Treasury to attend the
report writing retreat in Windsor Hotel. There being no other business the meeting

adjourned at 6.30 p.m. The next meeting shall be communicated in the future.



SIGNED

Hon. Joseph K. Limo, M.P.
Chairman, Ad- Hoc Committee on Supplementary Estimates
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Parliamentary Budget Office & Secretariat

1. Mr. Martin Masinde Senior Deputy Director

e Mr. Robert Nyaga Deputy Director

3. Ms. Lucy Makara Chief Fiscal Analyst

4. .  Mr. Frederick Muthengi . . . Chief Fiscal Analyst/ Clerk

5. Ms. Millicent Makina Fiscal Analyst |

6. Ms. Julie Mwithiga Fiscal Analyst II1

s Mr. Danson Kachumbo Fiscal Analyst 111

8. Ms. Lynette Otieno Legal Counsel 11

2 Ms. Christine Maeri Hansard Officer

10.  Mr. Joram Baraza Office Attendant

AGENDA

1. Preliminaries - ——
2. Confirmation of Agenda

3. Matters arising

4. Agenda: Meeting with the following to discuss 2017-18 Supplementary Estimates

i.  Ministry of Sports, Culture & the Arts

ii.  Salaries and Remuneration Commission

iii.  Auditor General Office

iv.  Ministry of Education, Vocational &Technical Training
v.  Ministry of Interior & Border Management

5. Any Other Business

MIN AD-HOC (ESTIMATES) /03 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 11.30 a.m. and welcomed members to
the meeting. Thereafter, Hon. Khatib Mwashetani, MP led the committee with a
word of prayer. In his introductory remarks, the Chairman read the agenda of the
meeting and informed that due to unavoidable circumstances the Ministry of
Sports, Culture and The Arts was unable to appear before the committee. The
agenda (4) (1) was therefore deferred to the following day.
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The chair informed the committee that the 2017-18 Supplementary estimates was
prepared at a time the country is facing several challenges with huge financial
implications namely: shortfall in revenue collection, prolonged drought, repeat of
the presidential elections and providing funds to the elderly people through ‘Inua
Jamii Programme’. He then welcomed Salaries and Remuneration Commission to

el T —————
maxke tneir presentation.

MIN AD-HOC (ESTIMATES)/03/2017/02: CONFIRMATION OF THE
PREVIOUS MEETING

The confirmations of the minutes of the previous meeting were postponed to the
next meeting.

MIN AD-HOC (ESTIMATES)/03/2017/03: MATTERS ARISING

There were no matters arising since the confirmation of minutes had been deferred.

MIN AD HOC (ESTIMATES)/03/2017/04;: MEETING WITH SAT ARIES

AND REMUNERATION COMMISSION

The presentation highlighted that the commission was allocated an additional Kshs.
47.9 million in the 2017-18 supplementary estimate to cater for mainly payment of
contractual obligations and pensions. The contractual obligations were accrued
when the commission hired various consultants to undertake the Job evaluation
exercise for public officers.

After the presentation, the chair welcomed members to comment on the
presentation. Members queried whether payment of contractual obligations was
unforeseen or unavoidable. Members queried also the benefits accrued from the
ongoing job evaluation.

There was a lengthy deliberation on the merits of the payment of the contractual
obligations. The commission informed members that they had planned to pay all
contractual obligations on Job Evaluation Exercise before the commission’s time
had elapsed in December, 2017. The commission was also able to answer some of
the queries members raised. After deliberation, it was agreed that the commission
would submit a written submission to the committee the following day before noon



detailing information on the contract, contractual obligations and the reasons as to
why the payments were factored in the 2017-18 supplementary estimates.

MIN AD-HOC (ESTIMATES)/03/2017/05: MEETING WITH AUDITOR
GENERAL OFFICE

The presentation highlighted that 2017/18 supplementary estimates proposed an
overall reduction of Kshs. 549 million for the Auditor General Office. The
reduction would mainly affect domestic & foreign travel, communication supplies,
printing, internet, training and hospitality services. Members were informed a
reduction in the items highlighted above would mainly affect the operations of the
office in carrying out its mandate. In particular, a reduction in foreign travel budget
may hinder a planned audit to the various Kenya embassies abroad.

In addition,_the development budget had been reduced from 235 million to Kshs

58.7 million. Members were informed that the reduction may hinder two ongoing
projects in Kakamega and Eldoret. Members were informed that the contractor is
on site in the Kakamega project while the Eldoret project, the office received the

designs of the building.

After the presentation, the chair welcomed members to comment on the
presentation. Members raised several concerns such as whether the project for
Eldoret could be deferred on a later date since the work had not yet began. After
deliberations, it was agreed that the office to submit a written submission to
committee the following day before noon on preferred areas of reallocation or
reductions in their proposed supplementary budget.

MIN AD-HOC (ESTIMATES) /03 /2017/06: MINISTRY OF EDUCATION,
VOCATIONAL &TECHNICAL TRAINING

The presentation highlighted that the government intended to provide complete
free day secondary education effective from January 2018. The 2017-18
supplementary budget proposed a net increase of Kshs. 749 million. The net
increase had factored Kshs. 1.5 billion to infrastructure for secondary schools and



Kshs. 100 million for emergency if destroyed infrastructure in schools. In the
recurrent budget, there was an increment of Kshs. 23.6 billion for capitation under
Free Day Secondary Education. The capitation was towards learning materials and
related costs currently being paid by government and parents so as to fully
implement free day secondary education with effect from January.

After the presentation, the chair invited members to react on the presentation.

Members concerns were:

1. Whether the infrastructure for secondary school could be done by National
Government Constituency Development Fund (NGCDF)

11. Whether the supplementary budget had factored the recruitment of 10,000
teachers

11. Allocation for low costing boarding schools

iv. The allocation provided for natural disaster was insufficient

v. The reduction in infrastructure budget for universities may have potential
liabilities

vi. Special allocation for TTi’s in ASAL areas

vil. Head teachers’ transfers (delocalization) and teachers participating in the
repeat poll of presidential elections as well as invigilating national exams.

viii. Additional funding for HELB

The Ministry was able to respond to the concerns of the members. After
deliberations it was agreed that the Ministry shall submit a written memorandum
submission to committee the following day before noon on preferred areas of
reallocation or reductions in their proposed supplementary budget.

MIN AD-HOC (ESTIMATES) /03 /2017/07: MINISTRY OF INTERIOR & BORDER
MANAGEMENT

The presentation highlighted the ministry had submitted a budget of 8.27 billion to
meet the costs of the 2017 General Elections out of which Kshs. 4.6 Billion was
required last financial year and the balance of Kshs. 3.5 billion was required this
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financial year. Out of the Kshs. 4.6 billion required last financial year the Treasury

rationalized the amount and made available only Kshs. 2.3 billion in the 2016/17

Supplementary Budget. Treasury undertook to make available the 2017/18

component of election budget, amounting Kshs. 3.5 billion in the Supplementary

Budget. In addition, Kshs 100 million for drought related security expenditures and
- Kshs. 1.97 billion to cater for resettlement of the last batch of integrated IDPs.

After the presentation, the chair welcomed members to comment on the
presentation. Members concerns were mainly on the police modernization, related
expenditures for election such as food ratios and fueling of cars, repealing the IDP
Act and issues relating integrated IDPs. The committee recommended that a
framework should be developed so that building of police station should be done
through National Government Constituency Development Fund.

MIN AD-HOC (ESTIMATES) /03 /2017/08: ADJOURNMENT
There being no other business the meetmg adjoumed at 6.30 pm The next

-~ ~meeting shall be communicatedinthe future. ~

SIGNED

HON. JOSEPH K. LIMO, M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPI EMENTARY
ESTIMATES






MINUTES OF THE 2" SITTING OF THE AD- HOC COMMITTEE ON
SUPPLEMENTARY ESTIMATES HELD ON TUESDAY 03", OCTOBER
2017 IN COMMITTEE ROOM 9

Present
1. Hon. Joseph K. Limo, MP- Chairperson

Hon. Ruth W. Mwaniki, MP
Hon. Fatuma Gedi Ali, MP
Hon. Moses Lessonet, MP
Hon. Benard Masaka Shinali, MP
Hon. (Dr.) Naomi Shaban, MP
Hon. Alois Lentoimaga, MP
Hon. Khatib Mwashetani, MP

9. Hon. Kimani Ichung’wah, MP
10.Hon. Qalicha Wario, MP

11.Hon. Sarah Paulata Korere, MP

NATIONAL TREASURY
1) Mr. Henry Rotich- \ C.S,
2) Dr. Kamau Thugge- P.S.

3) Mr. Geoffrey Mwau
4) Mr. Francis Anyona
5) Mr. Joseph Ngugi

6) Mr. Musa Kathange
7) Ms. Geraldine Kyalo
8) Mr. John Njara

9) Ms. Elizabeth Nzyoka
10) Mr. Samuel Kiiru
11) Mr. Bernard Ndungu
12) Mr. Eliud Munyao
13) Ms. Miriam Musyoki



MINISTRY OF INDUSTRY, TRADE AND INVESTMENT

1) Mr. Aden Mohmaed

2) Mr. Ali Noor Ismail

3) Mr. Patrick Nduati Mwangi

4) Dr. Chnis Kiptoo
~5) Dr. Moses M. Ikiara
6) Mr. Patrick Mwangi

7) Dr. Parmaia Ole Narikae

8) Eng. Joseph Kamau
9) Mr. Charles Mativo
10) Ms. Peris Adema

11) Dr. Issack Mohmaed Noor

12) Ms. Evelyn Ongondi
13) Mr. John Mwendwa

14) Ms. Susannah Ochieng

15) Mr Patrick Keige

16) Mr. Meshack Koima
17) Mr. Michael Thubi

18) Mr. Thomas Kipkurgat

19) Mr. Wilson Ohuru
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21) Mr. Fanuel Kidenga

MINISTRY OF HEALTH

1) Mr. Julius Korir
2) Dr. Izaq Odongo

3) Mr.Musiyimi F.m
4) Mr. Peter Odundo
5) Ms. Joyce Mutugi

6) Mr. George Mothemba

7) Mr. James Ngethe.

€S
P.S.
P.S.

P.S. Ministry of Health
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NATIONAL INTELLIGENCE SERVICE

1) Maj. Gen Philips Kameru Director General
2) Ms. Agnes Shikuku

3) Mr. Nyamasyo Ndola

4) Mr. Juma Mafubo

5) Dr. R.Nyawira

6) Mr. Bernard Lutomia

7) Mr. Naphtaly Rono

8) Mr. David Gachue

9) Mr. Kariruki Kimemeia

Parliamentary Budget Office

—TI— Mr-Martin Masinde : -~ Sentor-Deputy Director —
2. Mr. Robert Nyaga Deputy Director
e Ms. Lucy Makara Chief Fiscal Analyst
4. Mr. Frederick Muthengi Chief Fiscal Analyst/ Clerk
e Ms. Millicent Makina Fiscal Analyst I
6. Ms. Julie Mwithiga Fiscal Analyst III
7. Mr. Danson Kachumbo Fiscal Analyst III
8. Mr. Joram Baraza Office Attendant
AGENDA
1. Preliminaries
2. Confirmation of Agenda
3. Matters arising
4. Agenda: Meeting with the following to discuss 2017-18 Supplementary Estimates
i. National Treasury at 10.00 a.m.
ii. Ministry of Industry, Trade & Investment at 11.30 a.m.
iii. Ministry of Health at 2.00 p.m.
iv. National Intelligence Service at 3.30 p.m.
5. Any Other Business
6.
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MIN AD-HOC (ESTIMATES) /02 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 10.00 a.m. and welcomed members to
the meeting. Thereafter, Hon. Khatib Mwashetani, MP led the committee with a
word of prayer. In his introductory remarks, the Chairman read the agenda of the
meeting. He then welcomed National Treasury to make their presentation.

MIN AD-HOC (ESTIMATES) /02 /2017/02: CONFIRMATION OF THE

PREVIOUS MEETING

The confirmations of the minutes of the previous meeting were postponed to the
next meeting.

MIN AD-HOC (ESTIMATES) /02 /2017/03: MATTERS ARISING

There were no matters arising since the confirmation of minutes had been deferred.

MIN AD-HOC (ESTIMATES) /02 /2017/04: MEETING WITH NATIONAL
TREASIIRY

The Cabinet Secretary National Treasury briefed the members of the committee on
the overview of the 2017/18 supplementary budget adjustments and the prevailing
environment under which the budget is prepared.
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implementation of the 2017/18 budget emanating from revenue shortfall and
expenditure pressure to accommodate spending requirements. Some of the
challenges that the CS informed the committee that had an impact on the overall
economic performance is the prolong electioneering period that affected business
activities as investor adopted wait and see approach thus affecting the revenue
performance in the first quarter of the 2017/18 financial year.

The other challenges that the Cabinet Secretary informed the committee which
necessitated expenditure rationalization include: prolong drought, insecurity,
implementation of agreed CBA especially in the education and health sectors, free
day secondary education, food subsidy programme and shortfall in revenue
performance occasioned by prevailing business environment.
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Further, the Cabinet Secretary (CS) informed the committee that the expenditure
cut was necessitated to enhance fiscal discipline as additional borrowing will
increase the fiscal deficit.

The CS also informed the committee that the targeted areas of expenditure
rationalization were non-essential expenditure such foreign travel, domestic travel
and hospitality among others, however, the CS informed the commiittee that the
national treasury reserved Ksh.5.0 billion to facilitate critical or emergency travel.

Furthermore, the CS highlighted the changes in the overall expenditure cut and
informed the committee that the overall accumulative changes under the 2017/18
supplementary budget 1 amounts to Ksh.22.3 billion which comprises of an
overall gross recurrent increase amount to Ksh.52.9 billion and gross decrease 1n
capital expenditure amounting to Ksh.30.6 billion.

However, the committee members raised concerns on the additional proposed

spending by the Cabinet Secretary. Some ol the critical 1ssues YT Y - ——
committee include:

i.  The scope of the free day secondary education allocation
ii.  The allocation to CHAN despite the fact the program has been cancelled and
the reason of funding CHAN from the national government kitty despite
sports been a county function.
iii. The need for funding the low-cost housing project under the supplementary
budget.
iv.  The financing mode of the increased expenditure in the budget.

The Cabinet Secretary informed the committee that the proposed increment of Ksh.
25.0 billion on free day secondary education is the additional resource required for
the half year starting January 2018- June 2018 while the other half year that’s July
to December will be catered for the 2018/19 financial year. While responding to
the allocation to Chan, the CS informed the committee that the despite the
cancellation of the Chan program the government has already committed the
project on the issue of the funding of the low-cost housing, the Cabinet Secretary
informed the committee that the project is necessary as it has a multitier effect in
the cconomy in terms of employment creation among other while at the same time
provide cheap mortgage associated with the project. Further the Cabinet Secretary
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informed the committee the government intends to borrow the additional Kshs. 22
billion to finances some of the additional requirements which were unforeseen
which include the repeat of the presidential election among others.

MIN AD-HOC (ESTIMATES) /02/2017/05: MEETING WITH MINISTRY

OF INDUSTRYV, TRADE & INVESTMENT

a) State Department of Investment and Industry

The presentation highlighted the proposed reductions under the ministry might
greatly affect the operations of the ministry development projects such as Rivatex
East Africa Limited, the construction of the ongoing building for Kenya Industrial
Research Development Institute and export processing zones. In addition, due to
cuts in the supplementary budget for 2017/18, the ministry has accrued pending
bills amounting to Kshs 115.8 million as well as outstanding payments amounting
to Kshs. 715 million. The ministry was requesting an additional Kshs .831 million
to offset the above pending bills and outstanding payments.

b) State Department for Cooperatives

The presentation highlighted that for FY 2017/18, the state department had been
allocated Kshs. 936 M of which Kshs. 446 M was Recurrent and 490M for
development. In the proposed supplementary budget there is a reduction of
operations and maintenance from Kshs. 168 M to Kshs. 84 Million. The reduction
may affect the operations of the state department since the department was newly
created and was picking up. However, the state department was given an additional
Kshs. 57 million for debt waiver for Kipkelion farmers. In addition, the Ministry
urged the committee to reconsider the reduction by Kshs. 105 million for
digitization cooperative development project which will derail its implementation.

After the presentation, the committee deliberated on concerns members had. It was
agreed that the ministry shall submit a written memorandum of a counter proposal
to the committee on the proposed supplementary estimates.
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MIN AD-HOC (ESTIMATES) /02/2017/06: MEETING WITH MINISTRY
OF HEALTH

The presentation gave a summary of 2017-18 budget estimates and the proposed
supplementary budget estimates for the ministry. The austerity measures proposed
affected mainly:

i, Mathari National Tveaching and Referral Hospital

A reduction for the hospital amounting to Kshs. 23 million has affected
sanitary and cleaning services and routine maintenance

ii.  Government Chemist

A reduction of Kshs. 53 million will affect areas of purchase of specialized
plant, equipment, and maintenance

1i— Spinal Iniurv Hospital
L plehnicliadgel ReleiC AW 3

A reduction of 8.2 ﬁ'ﬁlion will affect the maintenance of specialized
equipment and machinery

iv. National Quality Control Laboratory

A reduction of 11.2 million for purchase of specialized plant, machinery and
equipment would constrain its ability to effectively test drugs.

v. Training of health workers
Training allocation has been reduced by Kshs. 150 million
vi. Kenya Medical Research Institute (KENVIRT)

The Institute budget has been reduced by Kshs. 195 million and this may
hinder its operations.

vii.  The Slums Upgrading program

The ministry is implementing the above program with a view to provide
portable health clinic in the urban slum areas in 20 counties. The removal of
K shs. 450 million would result in the program not being implemented.

7]



After the presentation, the committee deliberated on concerns members had. It was
agreed that the ministry shall submit a written memorandum of a counter proposal
to the committee on the proposed supplementary estimates.

~MIN AD-HOC (ESTIMATES) /02/2017/07: MEETING WITH NAT IUNAL
INTELLIGENCE SERVICE

The presentation highlighted the legal basis of the service, the current threat of the
country, response and key achievements. The current threats facing the country
were namely terrorism, ethnicization of politics and corruption. The service
informed members that they had requested Kshs. 35 billion however in the printed
estimates the budget was allocated 26 billion. The financing gap was Kshs. 8.4
billion. However, in the supplementary budget, additional request on Kshs. 3.15
billion was allocated. After the presentation, the committee deliberated on
concerns members had.

MIN AD-HOC (ESTIMATES) /02/2017/08: ADJOURNMENT
There being no other business the meeting adjourned at 6.30 p.m. The next

meeting shall be communicated in the future.

SIGNED

HON. JOSEPHK LIMO M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPLEMENTARY
ESTIMATES

N VA7 T Y-

DATE
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MINUTES OF THE 1* SITTING OF THE AD- HOC COMMITTEE ON
SUPPLEMENTARY ESTIMATES HELD ON MONDAY 02 ", OCTOBER
2017 IN COMMITTEE ROOM 9. AT 2.30 P.M.

Present
1) Hon. Joseph K. Limo, MP- Chairperson
2) Hon. (Dr.) Naomi Shaban, MP
3) Hon. Benard Masaka Shinali, MP
4) Hon. Moses Lessonet, MP
5) Hon. Kimani Ichung’wah, MP
6) Hon. Alois Lentoimaga, MP
7) Hon. Khatib Mwashetani, MP
8) Hon. Ruth W. Mwaniki, MP
9) Hon. Fatuma Gedi Ali, MP
10) Hon. Qalicha Wario, MP
11) Hon. Sarah Paulata Korere, MP

Parliamentary Budget Office

1. Mr. Martin Masinde Senior Deputy Director
2. Mr. Robert Nyaga Deputy Director
3. Ms. Lucy Makara Chief Fiscal Analyst
4. Mr. Frederick Muthengi Chief Fiscal Analyst/ Clerk
I Ms. Millicent Makina Fiscal Analyst I
6. Ms. Julie Mwithiga Fiscal Analyst II1
7. Mr. James Chacha Fiscal Analyst III
8. Mr. Danson Kachumbo Fiscal Analyst 111
9. Mr. Joram Baraza Office Attendant
AGENDA
. Preliminaries

. Confirmation of Agenda
. Matters arising
Agenda:
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I Discussion on committee workplan on processing the 2017/18 Supplementary
Estimates
ii.  Briefing on 2017/18 Supplementary Estimates by Parliamentary Budget

Office

5. Any Other Business

'MIN AD-HOC (ESTIMATES) /01 /2017/01: PRELIMINARIES

The Chairman called the meeting to order at 2.30 p.m. and welcomed members to
the meeting. Thereafter, Hon. Kimani Ichung’wah, MP led the committee with a
word of prayer. In his introductory remarks, the Chairman read the agenda of the
meeting and asked the Clerk to brief members on committee workplan.

MIN AD-HOC (ESTIMATES)/01/2017/04: DISCUSSION ON COMMITTEE
WORKPLAN ON PROCESSING THE 2017/18 SUPPLEMENTARY
ESTIMATES

The Clerk of the committee informed members that the committee had invited the following
institutions. The choice of the MDAs was informed by the significant amounts involved

Institution Date Time
National Treasury Tuecday, 3rd Octoher | 10.00 2 m.
Ministry of Industry, Trade& Tuesday, 3rd October | 11.30 a.m.
Investment

Health Tuesday, 3rd October | 2.00 p.m.
National Intelligence Service Tuesday, 3rd October | 3.30 pm.
Ministry of Sports, Culture & the | Wednesday, 4th 10. 00 a.m.
Arts October

Salaries and Remuneration Wednesday, 4th 11.30 a.m.
Commission October

Ministry of Education, Vocational | Wednesday, 4th 2.00 p.m.
& Technical Training October

Ministry of Interior & Border Wednesday, 4th 3.30 pm.
Management October

Parliamentary Service Thursday, Sth October | 10.00 a.m.
Commission




10 | Public Written Submissions
1T | Consider Report Writing Retreat

After lengthy deliberation on the schedule, the committee amended the schedule to
include meeting with the following MDA s in addition to identified ones;

1. Ministry of Energy and Petroleum, State Department of Energy
2. Submissions from the public

3. Office of Auditor General

4. Independent Electoral and Boundaries Commission

5. Wrap up meeting with National Treasury |

The chair thereafter called upon Parliamentary Budget Office to brief members on

2017/18 supplementary estimates

MIN AD-HOC (ESTIMATES)/01/2017/05: BRIEFING ON 2017/18
SUPPLEMENTARY ESTIMATES BY PARLIAMENTARY BUDGET
OFFICE

The presentation from PBO highlighted that the first supplementary proposes
budget proposes to increase the total budget estimates by Ksh. 22.3 billion (0.8%
of approved estimates). Bulk of the increased expenditure is on the recurrent
estimates which are proposed to increase by Ksh. 52.9 billion (5.3 percent of
approved estimates). On the other hand, the cumulative changes under
development expenditure amount to a gross decrease by Ksh. 30.6 billion (a
reduction of 4.8 percent of approved estimates). Other changes include a reduction
of Ksh 9.2 billion for Parliament and a reduction of Ksh. 2.3 billion for the
Judiciary. There are no noted changes under the Consolidated Fund Services.

Fundamentals of Current State of the Economy Underpinning the Supplementary I
Budget FY 2017-18 were

1. Prolonged political uncertainty has posed a significant risk to the economic
outlook for 2017. Its adverse effects on the business environment can be
seen through the decline in private sector activity since beginning of the
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year. Further, this reduced activity by the private sector means less revenue
for the government in form of corporate tax income.

ii.  The inflation outlook for 2017 has deviated significantly from the
government target of 2.5% to 7.5% and this has eroded some of the gains in
economic growth. On average, for the last eight months, inflation stood at
9.28% compared to 6.26% over the same period in 2016.-The high inflation
was caused by high food and energy prices due to the protracted drought
which led to food shortage and higher energy costs as the country shifted to
the more expensive thermal energy production given low hydro-power
generation as the water levels ran low. Energy costs were further affected by
high global fuel prices which also led to higher transport prices. In addition,
the cost of water increased due to shortages arising from the drought as well
as an upward revision of sewerage tariffs due to introduction of VAT on
sewerage services.

iii.  The high inflation has led to a significantly higher cost of living and reduced
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groups. Further, it has also increased production costs as well as cost of
doing business which coupled with lower demand from the consumer, is
likely to adversely affect economic growth.

iLiici gﬁi issues ana L0iiCy 1 'pi ions

i.  Extensive review of budgets in the course of the year is not a good practice
as 1t leads to change of policy direction midway through implementation
thereby rendering the budget unpredictable and reducing its effectiveness.

ii.  Disruption of expenditure allocations midway means that there may be
deferred payments leading to pending bills at the end of the financial year.
Whereas pending bills are first charges and thereby impacts funds
availability for the projected spending, it also erodes budget credibility and
hence may give rise to creation of special audits within the year to ascertain
propriety of the pending bills.

iii.  Given the likelihood of lower than expected revenue performance it is likely
that the financing gap will expand even further which may necessitate



.

VI.

Vil.

additional borrowing. In fact, the total new borrowing may exceed the
additional Kshs. 22.3 Billion under the prevailing environment. It is crucial
therefore for an updéted fiscal projection to be provided with clear strategies
on how this budget will be financed.

Inadequate resources so early in the financial year may also lead to delayed
disbursements .which in turn, will'lead to slow budget implementation thus-
affecting the completion time for capital projects.

The provision of donor funds should be aligned to the budget process to
allow for proper monitoring of the country’s debt accumulation

Expenditure adjustments which are not emergency or unforeseen should be
deferred to the following financial year so that resources are allocated to

more pressing needs.

Given the prevailing challenges in the Health sector, the Health budget
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MIN AD—HOC (ESTIMATES)/01/2017/06: ADJOURNMENT

There being no other business the meeting adjourned at 5.00 p.m. The next

meeting shall be communicated in the future.

SIGNED

HON. JOSEPH K. LIMO, M.P.
CHAIRMAN, AD- HOC COMMITTEE ON SUPPLEMENTARY
ESTIMATES

.................................. I
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