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ICHAIRPERSON' S FOREWORI)
This report contains the Committee's proceedings on the consideration of the Public Finance

Management (Amendment) Bill, 2017, which was read a first time on 14th February, 2018 pursuant to

Standing Order l27.In processing the Bill, the Committee invited comments from the public by placing

advertisements in the Daily Nation and Standard Newspapers on lgth February,2018 pursuant to Article

I 18 of the Constitution. A total of six (6) institutions submitted memoranda for consideration by the

Committee in a stakeholder's conference held at the Boma Hotel between 15ft and 18th March, 2018 and

another stakeholders' forum held at Flamingo Beach Resort and Spa between 22"d and25s March, 2018

in which the Cabinet Secretary for the National Treasury was in attendance to provide his comments on

the Bill. The Committee has since adopted the stakeholders' amendments for introduction into the Bill

during the Committee Stage of the Bill. In considering the Bill, the Committee noted that the Bill seeks

to amend the Public Finance Management Act (No. 18 of 2012) so as to ensure smooth implementation

of the Act.

The Committee is grateful to the Offices of the Speaker and the Clerk of the National Assembly for the

logistical and technical support accorded to it during its sittings. The Committee wishes to thank the

National Treasury and the stakeholders for their participation in scrutinizing the Bill.

Finally, I wish to express my appreciation to the Honorable Members of the Committee who made

useful contributions towards the preparation and production of this report.

On behalf of the Departmental Committee on Finance and National Planning and pursuant to provisions

of Standing Order 199 (6), it is my pleasant privilege and honour to present to this House the Report of

the Committee on its consideration of the Public Finance Management (Amendment) Bill,20l7.

THE HON. JOSEPH LIMO, MP

CHAIRPERSON, DEPARTMENTAL COMMITTEE ON F'INANCE AND NATIONAL

PLANNING
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EXECUTIVE SUMMARY
. The Public Finance Management (Amendment) Bill,2017 was published on 29s December,2017 and

read a first time on 14ft February,2018 and thereafter committed to the Departmental Committee on

' Finance and National Planning for consideration pursuant to Standing Order 127. The Public Finance

Management (Amendment) Bill, 2017 seeks to amend the Public Finance Management Act (No. l8 of

2012) so as to ensure smooth implementation of the Act.

In processing the Bill, the Committee invited comments from the public by placing advertisements in the

Daily Nation and Standard newspapers on Mondaylgft F"bru*y,2Ol8 pursuant to Article 118 of the

Constitution. By the time the Committee was conducting a stakeholder's conference at the Boma Hotel

between 15th and 18ff March 2018 and at the Flamingo Beach Hotel and Spa, Mombasa between 22nd

and 25ft March,2018, six (6) organizations had submitted their memoranda for consideration by the

Committee. Al1 their proposals were first discussed with the stakeholders and comments made by the

Cabinet Secretary for the National Treasury. The following entities appeared during the stakeholders'

conference:

1. Institute of Certified Public Accountants of Kenya (ICPAK);

2. Society of Clerks at the Table in Kenyan Legislations (SOCAT);

3. County Assembly Forum;

4. Council of Governors;

5. Institute of Public Finance; and

6. The National Treasury.

a
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1.0 ESTABLISHMENT AND MANDATE OF THE COMMITTEE
The Departmental Committee on Finance & National Planning is one of the fifteen Departmental ,

Committees of the National Assembly established under Standing Order 2/6whose mandates

pursuant to the Standing Order 216 (5) are as follows:

a) To investigate, inquire into, and report on all matters relating to the mandate, management,

activities, administration, operations and estimates of the assigned ministries and

departments;

b) To study the programme and policy objectives of Ministries and departments and the

effectiveness of their implementation;

c) To study and review all the legislation referred to it;

d) To study, access and analyze the relative success of the Ministries and departments as

measured by the results obtained as compared with their stated objectives;

e) To investigate and inquire into all matters relating to the assigned Ministries and

departments as they may deem necessary, and as may be referred to them by the House; 
,

0 To vet and report on all appointments where the Constitution or any law requires the

National Assembly to approve, except those under Standing Order No.204 (Committee on

appointments);

(fa) To examine treaties, agreements and conventions;

g) To make reports and recommendations to the House as often as possible, including

recommendation of proposed legislation;

h) To consider reports of Commissions and Independent Offices submitted to the House

pursuant to the provisions of Article 254 of the Constitution; and

i) To examine any questions raised by Members on a matter within its mandate.

In accordance with the Second Schedule of the Standing Orders, the Committee is mandated to consider,

Public finance, Monetary policies, Public debt, Financial institutions (excluding those in securities

exchange), Investment and divestiture policies, Pricing policies, Banking, Insurance, Population revenue

policies including taxation and National planning and development.

In executing its mandate, the Committee oversees the following government Ministries;

i. The National Treasury

ii. Ministry of Devolution and Planning

iii. Office of the Controller of Budget .

iv. Salaries and Remuneration Commission

v. Commission on Revenue Allocation

5
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1.1 COMMITTEE MEMBERSHIP
The Committee on Finance and National Planning was constituted by the House in December,2017

and comprises of the following Members:-

l. The Hon. Joseph K. Limo, MP - Chairperson

2. The Hon. Isaac W. Ndirangu - Vice-Chairperson

3. The Hon. Jimmy O. Angwenyi, MGH, MP

4. The Hon. Christopher Omulele, MP

5. The Hon. Dr. Enoch Kibunguchy, MP

6. The Hon. Shakeel Shabbir Ahmed, CBS, MP

7. The Hon. Abdul Rahim Dawood, MP

8. The Hon. Daniel E. Nanok, MP

9. The Hon. Andrew A. Okuome, MP

10. The Hon. David M. Mboni, MP

I l. The Hon. Francis K. Kimani, MP

12. The Hon. Joseph M. Oyula, MP

13. The Hon. Joshua C. Kandie, MP

14. The Hon. Lydia H. Mizighi, MP

15. The Hon. Mohamed A. Mohamed, MP

16. The Hon. Purity W. Ngirici, MP

17. The Hon. Samuel Atandi, MP

18. The Hon. Stanley M. Muthama, MP

19. The Hon. Edith Nyenze, MP

1.3 COMMITTEE SECRETARIAT
l. Ms. Leah W. Mwaura - First Clerk Assistant/Lead Clerk

2. Ms. Jennifer Ndeto - Principal Legal Counsel

3. Ms. Laureen Wesonga - Third Clerk Assistant

4. Mr. Josephat Motonu - Fiscal Analyst III
5. Mr. Chelang'a Maiyo - Research & Policy Analyst III
6. Mr. John Njoro -Serjeant-At-Arms
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2.0 CONSIDERATION OF THE BTLL

2. 1 BACKGROUND INFOR]VIATION
The Public Finance Management (Amendment) Bill, 2017, was published on 29s December, 201 7 and

read a First Time on 14th February,2018 and thereafter committed to the Departmental Committee on

Finance and National Planning for consideration pursuant to Standing Order 127.

In processing the Bill, the Committee invited comments from the stakeholders pursuant to Article I 18 of

the Constitution. Six institutions responded by sending their memoranda to the Committee for

consideration. The Committee held a stakeholders'Conferences at Boma Hotel between l5thand l8th

March, 2018 and at the Flamingo Beach Hotel and Spa, Mombasa between 22"d and25m March,20l8 to

consider stakeholders' memoranda pursuant to Article 118 of the Constitution.

2.2 CLAUSE BY CLAUSE ANALYSIS

Clause 1 - sets out the short title.

Clause 2 - proposes to amend section 2 of the Bill so as to clarify the definitions of "national

government entity", "short term borrowing" and "Treasury Single Account".

Clause 3 - proposes to amend the section 5(l) of the Act by including Parliament in the approval

process of the declaration of county govemment entities. Further, the clause also proposes to amend

Section 5(a) of the Act by including the County Executive Committee in the approval process where a

County Government entity ceases to be a County Government entity in accordance with the Act.

Clause 4 - proposes to amend section 8 of the Act to align the provisions of this section with the role of

the Senate as provided for under Article 189 of the Constitution. The Bill further proposes to include the

Cabinet Secretary responsible for matters relating to finance in carrying out the functions providedunder

the section for the purposes of guiding the Senate and other players on the implications and moving of

resources from one county to another vis-d-vis the proposals made in the County Allocation Revenue

Bill.

Clause 5 - proposes to amend sectionl0 of the Act to enable the County Assemblies request the Budget

Office for capacity building where necessary.

8
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Clause 6 - proposes to amend section 13 of the Act since the Cabinet Secretary cannot delegate a duty

under his or her watch to himself or herself.

Clause 7 - proposes to amend section l5 of the Act so as to restrict the provisions of this section to the

National Government. The section is funher amended so as to clarify that it is only extemal borrowing

that is limited to capital projects.

Clause 8 - proposes to amend section l7(7) to ensure that the provision is in line with the provisions of

section 127 of the Act.

Clause 9 - proposes to amend section 24 of the Act so as to provide for the role of the National

Treasury in specifying the accounting procedures and systems and the role of the Auditor-General in

auditing the accounts before submission to Parliament.

Clause 10 - proposes to amend section 35 of the Act so as to mirror what is provided for under section

125(1Xc) of the Act.

Clause 11 - proposes to amend section 38 of the Act so as to apply the provision of the section to the

entire Article 202 of the Constitution.

Clause 12 - proposes to amend section 39 of the Act so as to mirror the language used in Article 222(l)

of the Constitution to avoid any contradiction.

Clause 13 - proposes to amend section 46 of the Act to ensure that the exchequer issues are reported

per programme and project for effective monitoring and evaluation.

Clause 14 - proposes to amend section 52(2) of the Act to provide for delegation of powers to execute

loan documents by the Cabinet Secretary to the accounting officers and other officers.

Clause 15 - proposes to amend section 66 of the Act so as to include monitoring of non-financial

performance.

Clause 16of the Bill proposes to amend section 68 of the Act so as to clarifu that the Cabinet Secretary

for the relevant entity is the one being referred to and not the Cabinet Secretary for finance.

Clause 17 of the Bill proposes to amend section 77 of the Act so as to align it with the wording of

Article 210 of the Constitution.

Clause 18 of the Bill proposes to amend section 78 of the Act so as to recognize and include other

collectors of revenue.

Clause 19 of the Bill proposes to amend section 82 of the Act so as to restrict the power to grant waivers

or variations only to the Cabinet Secretary.
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Clause 20 of the Bill proposes to amend section 87 of the Act so as to align it with the rest of the

provisions making reference to corporations.

Clause 2l of the Bill proposes to amend section 88 of the Act so as to make it consistent with the rest of

the section.

Clause 22 of the Bill proposes to amend section 89 of the Act so as to align it with the rest of the

provisions of the section.

Clause 23 of the Bill proposes to amend section 9l of the Act to include any form of funding given to

government linked corporations as investments.

Clause 24 of the Bill proposes to amend section 93 of the Act to enhance better presentation and

understanding of the Act.

Clause 25 of the Bill proposes to amend section 96 of the Act so as to align it with the wording of the

marginal note.

Clause 26 of the Bill proposes to amend section 97 $) of the Act so as to clarify the content under the

subsection.

Clause 27 of the Bill proposes to amend section 98 of the Act so as to align it with the wording in the

Constitution.

Clause 28 of the Bill proposes to amend section 104 of the Act so as to clarifu and make it uniform with

other sections referring to county public funds.

Clause 29 of the Bill proposes to amend section 105 of the Act so as to cater for public officers and any

other persons designated to perform duties or any other responsibilities on behalf of County Treasuries.

Clause 30 of the Bill proposes to amend section 107 of the Act so as to clarify as to which level of

government the provision refers to.

Clause 31 of the Bill proposes to amend section 109 of the Act so as to facilitate the easy

operationalization of the Treasury Single Account (for both level of government) by having all County

Exchequer Accounts in the Central Bank of Kenya.

Clause 32 of the Bill proposes to amend section ll2 of the Act so as to reflect what is provided for at

national level under section 28(3) and (a).

Clause 33 of the Bill proposes to amend section 116 of the Act so as to provide a distinction between

public funds and county public funds. It further proposes to amend the Act so as to provide that

statements must be audited before being presented to Parliament.

Clause 34 of the Bill proposes to amend section 1 l7 of the Act to extend the period of consideration of

the County Strategy Paper by the county assemblies from fourteen days to thirty days.
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Clause 35 of the Bill proposes to amend section 119 of the Act so as to facilitate the easy

operationalization of the Treasury Single Account (for both levels of government) by having all County

Exchequer Accounts in the Central Bank of Kenya.

Clause 36 of the Bill proposes to introduce a new section I l9A to the Act to address the issue of county

govemments and county entities operating many bank accounts by providing guidelines that a county

entity must comply with before opening a bank account.

Clause 37 of the Bill proposes to amend section 125 of the Act so as to remove the planning aspect of

the provision.

Clause 38 of the Bill proposes to amend section 126 of the Act so as to provide a linkage between the

plan being referred to in section 125(l) and to distinguish it from the annual development plan being

referred to in section 126(2), (3) and (4). The amendment further proposes to extend time to allow the

County Governments sufficient time to prepare their annual development plans.

Clause 39 of the Bill proposes to amend section 127 of the Act so as to align it with the wording of

Article 210 of the Constitution.

Clause 40 of the Bill proposes to amend section 128 of the Act to increase the days that the county

executive committee member for finance shall have to issue the circular setting out the guidelines to be

followed by all the county government entities in the budget making process.

Clause 41 of the Bill proposes to amend section 129 of the Act to require county assemblies to amend

section 129 of the Act to require county assemblies to submit their budget estimates through the County

Executive.

Clause 42 of the Bill proposes to amend section 131 of the Act so as to align it with the wording of

section 39.

Clause 43 of the Bill proposes to amend section 132 of the Act so as to complete the wording in

reference to County Executive Committee Member.

Clause 44 of the Bill proposes to amend section 133 of the Act for proper reference.

Clause 45 of the Bill proposes to amend section 136 of the Act by inserting a new subsection (3) to

require county governments to surrender to the county exchequer account any funds withdrawn from the

County Revenue Fund but not spent at the end of the financial year within fourteen days upon receipt of

the audit report for that financial year.

Clause 46 of the Bill proposes to amend section 137 of the Act so as to complete the wording in

reference to County Budget Review Outlook Paper.
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Clause 47 of the Bill proposes to amend the heading appearing between sections 137 and 138 to reflect

the equivalent heading in provisions relating to the same at the National Government level appearing

between sections 45 and 46.

Clause 48 of the Bill proposes to amend section 141 of the Act so as to reflect the correct position.

Clause 49 of the Bill proposes to amend section 143(2) of the Act to provide for delegation of powers to

execute loan documents by the County Executive Committee Member to the accounting officers and

other officers.

Clause 50 of the Bill proposes to amend section 144 of the Act by deleting the word delegate which is

not defined in the Act.

Clause 5l of the Bill proposes to amend section 145 of the Act so as to correspond with the text in the

section.

Clause 52 of the Bill proposes to amend section 155 of the Act so as to clarify that the reference is to

internal audit and not audits in general.

Clause 53 of the Bill proposes to amend section 159 of the Act so as to align it with the provisions of

Article 210 of the Constitution.

Clause 54 of the Bill proposes to amend the heading immediately after section 162 of the Act so as to

relate it to the content referring to County Governments and County Government Entities.

Clause 55 of the Bill proposes to amend section 165 of the Act so as to synchronize the reports with the

provisions of annual reporting at the national and county government levels. Furthermore, it proposes to

amend the section to make it a responsibility of the County Executive Committee Member in granting

waivers and not by receivers of revenue.

Clause 56 of the Bill proposes to amend section 171 of the Act so as to delete the reference to Organ of

State which is not the correct expression.

Clause 57 of the Bill proposes to amend section 174 of the Act so as to align it with section 172.

Clause 58 of the Bill proposes to amend section 176 of the Act so as to make it necessary for

withdrawal of the funds limited to the time when Appropriation Bill is enacted.

Clause 59 of the Bill proposes to amend section 178 of the Act so as to make it consistent with the rest

of the references to grants and donations in this section.

Clause 60 of the Bill proposes to amend section 180 of the Act so as to make it clear and consistent with

the equivalent provisions in the National and County Governments.

Clause 61 of the Bill proposes to amend section 183 of the Act so as to clarify what was intended in the

Act.
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Clause 62 of the Bill proposes to amend section 184 of the Act so as to be consistent with the provisions

of the section and the Act.

Clause 63 of the Bill proposes to amend section 185 of the Act so as to be consistent with the provisions

of the section and the Act. Furtherrnore, it proposes to amend the section to reflect the provisions of

section 89(a) and also to recognize the roleof the County Executive Committee Member in overseeing

county public finances.

Clause 64 of the Bill proposes to amend section 186 of the Act so as to apply the definitions to section

185 and to ensure that the county corporations or county-linked corporations are referred to together as

provided for in other sections of the Act.

Clause 65 of the Bill proposes to amend section 187 by deleting subsection (3) to correct an error.

Clause 66 of the Bill proposes to amend section 193 by inserting new subsections (3), (4) and (5) to

require the Public SectorAccounting Standards Board to account and report to the Cabinet Secretary.

Clause 67 of the Bill proposes to amend section 197 of the Act so as to make the provision clear of the

intention.

Clause 68 of the Bill proposes to amend the Second Schedule of the Act for avoidance of doubt.

Please delete the repeated words "of the bill"

Statement on the delegation of legislative powers and limitation of fundamental rights and

freedoms

The Bill does not delegate legislative powers to the Cabinet Secretary nor does it limit any fundamental

rights and freedoms.

Statement that the Bill concerns county governments

The Bill affects the functions of the county governments as set out in the Fourth Schedule to the

Constitution and is therefore a Bill concerning counties for purposes of the Standing Orders.

Statement that the Bill is a money Bill within the meaning of Articl e ll4 of the Constitution

The Bill is a money Bill within the meaning of Article I l4 of the Constitution.

13



3.0 SUBMISSION BY THE STAKE HOLDERS

Following the call for memoranda from the public the Committee received memoranda from six

organizations. All their proposals were deliberated on and considered by the Committee. Below are the

views of the stakeholders:

3.1 INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OF KENYA (ICPAK)

ICPAK made the following submission:-

Clause 3, s.5

Clause 3 (a) should add "and Senate "instead of "and Parliament", reason being that it is the mandate of

the Senate to oversee the functions of the County's and not the National Assembly.

Justification

Article 96 of the Constitution grants the Senate mandate to represent the counties, and protect the

interests of the counties and their governments.

Committeeos position on the proposal: Committee rejected this proposal since both Houses of

Parliament should be involved because this may entail transfer of liabilities from one level of

government to the other.

Clause 8, s.l7

Amend 8(b) to read "by inserting the following new subsection immediately after subsection (7)-"(8)

six months prior to a general election, no procurement shall be carried out by the national and county

governments, or their respective entities, in respect of their respectivedevelopment votes unlesswith the

approval of theNational Treasury".

Justification

To curb against pilferage of public resources during an election year

Committee's nosition on the nronosal: The proposal was rejected since the proposal would shut

down Government operations. Other measures of curbing pilferage should be considered since the

stoppage of procurement may not fully cure pilferage.

74



Clause 9rs.24

Recommend the provision be retained as per the Act as the amendment impacts negatively on the

principle of separation of power. This erodes the independence of the Parliamentary Service

Commission, The National Treasury shouldn't prescribe standard operating procedures for PSC.

Justification

To uphold the principles of separation of powers for the three arms of Government.

Committee's position on the nroposal: The Committee agreed with the proposal to retain the

provision as per the Act since the amendment interferes with the independence of Parliamentary

Service Commission.

Clause 10, s.35

Retain as per parent Act section 35(1)0). It is ideal to report quarterly (three months) or consistency and

not four as indicatedin the amendment

Justification

The current best practices is quarterly reporting (three months)

Committee's position on the proposal: The Committee agreed with the proposal to retain the

provision as per the Act as reports should be submitted four times a year and not three times. This

is consistent with best practices.

Clause 12, s.39

Retain 39(l)0) as per the Act

The issue on "not assented to" of a Bill does not arise. Article I 15 (6) of the Constitution provides that

in if the President does not assent to a Bill or refer it back within 2l days, the Bill shall be taken to have

been assented to on the expiry of that period.

Justification

15



The issue on "not assented to" of a Bill does not arise. Article I 15 (6) of the Constitution provides that

in if the President does not assent to a Bill or refer it back within the prescribed period, the Bill shall be

taken to have been assented to on the expiry ofthat period.

Committee's position on the proposal: The Committee rejected the proposal as the amendment is

consistent with the Constitution where the National Assembly may authorize withdrawals of

funds. This is in line with Article 222 of the Constitution. The amendment as proposed in the Bitt

has been lifted from Article 222 of the Constitution.

Clause 14, s.52

Amend section 52by deleting subsection (2).

1. The PFM Act has mandated the Cabinet Secretary to authorize execution of loan agreements.

2. Any designation should happen with the confines of PFM Act. Therefore, no other legislations

(as indicated in this amendment) should authorize execution of this responsibility.

Justification

To be consistent with the letter and spirit of Public Finance management reforms. Execution of loans is

the sole prerogative of the Cabinet Secretary.

Committee's nosition on the proposal: The Committee rejected the proposal by ICPAK since the

amendment is intended to enable the CS to exercise discretion to execute loan documents to other

accounting officers.

Clause 17, s.77

The Institute supports this amendment. However, there's need for a National Policy/Guidelines on tax

waivers and variations. At the moment, this has been left at the discretion of the Cabinet Secretary-

National Government, and Governors at the County Level.

Clause 18, s.78

ICPAK proposes that the amendment be deleted so as to have the provision as per the Principal Act.

This is because Clause l8 of the Bill proposes to have many other revenue collectors besides KRA.

These "others" should be agents of KRA and not the National Government. Having many revenue

collectors may not be for the good of the Country's revenue collection. Besides, the proposed

16



amendment creates a loophole which can be misused to affect revenue collection/generation. Revenue

being a sensitive matter.

Commiffee's position on the proposal:

The Committee rejected the proposal by ICPAK by supporting what is contained in the Bill as it
recognizes other collectors e.g KAA, CAK and many others who are agents of KRA. The

Committee however proposed amendment to the Clause as contained in the Committee's proposed

amendments. The amendment is intended to renumber the Section 78 and also introduce other

agents in revenue collection.

Clause 25, s.96

ICPAK proposed amendment to Section 96 so as to mirror provisions of Sec. 95 of the Principal Act.

This notwithstanding, there is need to interrogate the provision to stop disbursement on account of acts

of omission and commission to the detriment of service delivery.

The proposed amendment touching on material breach of obligations by county governments is not in

tandem with the treatment for similar breaches by national government entities as provided for under

Sec. 95 of the principal Act. Sec. 96 of the Principal Act should be amended to align the provisions

thereon with those of Sec. 95. The spirit need should cut across the National and County Governments .

Justification

The accounting officers should be personally held liable for the misstatements in accordance with

Article 226(5) of the constitution.

Committee's position on the nronosal: The Committee rejected the proposal since the provisions

of Sections 95 and 96 have fundamentally different objectives.

Clause 27rs.98

ICPAK propose that the provision be retained as per the principal Act as "Material" and "Serious" in

accounting terminology are synonymous.

Committee's nosition on the pronosal: The Committee rejected the proposal by ICPAK since the

amendment as proposed by the Bill was intended to align Section 98 with the Constitution to

ensure consistency.
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Clause 29, Sectionl0S (2)

ICPAK proposed that the amendment as proposed in the Bill be fuither reviewed as follows

"Any other officer within the county designated by the County Treasury."

The amendment empowers the County Treasury to appoint even outsiders to exercise a specified power,

on its behalf. The original provision had locked the nomination to officers under county treasury.

Committee's nosition on the nroposal: The Committee rejected the modification since it was

normal practice to designate other public officers to act on behalf for mobilization of funds

through borrowing

Clause 32, Section 112

ICPAK was proposing the deletion of the proposed amendment as it amounted to duplication.

Committee's nosition on the nronosal:

The Committee rejected the proposed deletion by ICPAK since the provision was intended to

further clarify the unforeseen circumstances where the Executive Committee Member is allowed

to make payment from the Emergency Fund.

Clause 34, s. ll7

Retain as in the principal Act

The constitution established a structure in which policy directions are set at the National Government,

BPS being one of the policies. Counties must prepare budget priorities in tandem with the national

policy guide. This was made possible by the staggered due dates which allowed counties to align their

budget priorities to the national priorities. This amendment takes away the possibility of alignment since

it requires the presentation of the documents on the same day.

Committee's position on the nroposal: The Committee rejected the proposal by ICPAK to retain

the provision as per the Principal Act. The

18



Clause 46, Section 137

ICPAK was proposing that the Clause 46be further amended as follows :-

Section 137(2)(a)

The County Executive Committee Member responsible for matters related to Finance shall be the

Chairperson";

The

l. Add subsection 137(2)(d)

In constituting the Forum, the County Government shall ensure that among the professionals, one is

certified members in good standing of a professional body in accounting or finance recognized by law in

Kenya

Justification

Some of the County Budget Economic Forums have been non-functional or ineffective due to the fact

that they are chaired by Govemors who are busy and thus unable to convene meetings. This should be

amended to have CBEFs convened by the County Executive Committee Member of Finance. Budgeting

requires input by professionals knowledgeable in matters finance and accounting.

Committee's position on the proposal:

Committee rejected the proposed amendment by ICPAK since the Governor is in a position to delegate

to the CEC (F) hence no need for specifying that in the law. A Governor may choose to organize his/ her

Government in any manner as long as it increases efficiency.

Clause 49, s.143: Persons who are authorized to execute loan documents at county government

level

ICPAK was proposing that Clause 43 be amended by deleting the proposed 143(2) of the Principal Act.

Justification

The PFM Act has mandated the County Executive Committee member for finance to authorize

execution of loan agreements at the County level. Any designation should happen within the confines of

the PFM Act. Therefore, no other legislations (as indicated in this amendment) should authorize
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execution of this responsibility. The amendment is inconsistent with the letter and spirit of Public

Finance management reforms.

Committee's position on the nroposal:

Committee rejected the proposed amendment by ICPAK because the amendment as per the Bill is meant

to allow the authority to execute loan documents. Besides CEC Finance has the overall responsibility.

Again, similar situation prevails in the National Government prevails where CS National Treasury has

the overall responsibility for any loan to be executed.

Clause 52, s.155

Amend 155(5) by deleting o'internal" to read,

o'A county government entity shall establish an audit committee whose composition and functions are to

be prescribed by the regulations".

Justification

This should be amended to ensure that the audit committee looks at both internal control and extemal

audit. Subsection 5 narrows the mandate of the committee to internal audit issues and therefore these

should be amended to ensure that the Committee also looks at both internal and external issues.

Committee's nosition on the pronosal:

The Committee rejected the amendment as proposed by TCPAK since audit is mainly intemal and meant

to check the internal systems and areas of improvement.

Clause 65, s.187: Establishment of Intergovernmental Budget and Economic Council

ICPAK proposed as follows:-

Amend 187(l) by inserting a new paragraph after (h) "(i) The Institute of Certified Public Accountants

of Kenya".

Justification:

They propose an additional amendment to include the Institute as a member of the lntergovernmental

Budget and Economic Council. Since the main purpose of the Council is to provide consultation on
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matters relating to budgeting, the economy and financial management, it makes sense to incorporate the

Institute by virtue of its expertise and mandate on public finance and accountability as stipulated by the

Accountants Act 2008. The Institute by virtue of its expertise and mandate on public finance and

accountability as stipulated by the Accountants Act 2008 will add value to the Council.

Committee's position on the proposal:

The Committee rejected the proposal ICPAK since IBEC is a forum for national and county

govemments and not for non-public sector institutions.

3.2 SOCIETY OF CLERKS AT THE TABLE IN KENYAN LEGISLATURES (SOCAT)
SOCATT made their proposals as follows; THAT:-

Clause 3, s.5

Section 5(l) be retained as in the Principal Act

Justilication

i. The process of creation and dissolution of such organs should be fully domiciled within the

individual County Governments with no interference from national government actors like

Parliament.

ii. County Government Entities are defined as either department, agency, authority or other body of

the County Government.

iii. These are administrative and functional units that the respective County Governments use to

ensure service delivery.

Committee's position on the pronosal: Committee rejected this proposal since both Houses of

Parliament should be involved because this may entail transfer of liabilities from one level of

government to the other.

Further Amendement by SOCATT

The Principal Act is amended by inserting the following new Section immediately after Section 5

5A. (i) Subject to Article 201 of the Constitution and the provisions of this Act, each county assembly

shall establish an office responsible for budget, finance and economic analysis.

a

a
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(ii) The county assembly office created under subsection (i) shall exist as an office in the County

Assembly Service and shall consist of persons appointed on merit by virtue of their experience in

finance, economics and public policy matters.

(iii) The county assembly budget office created under subsection (i) shall-

a) provide proffesional services in respect of budget, finance and economic information to the

offices of the County Assembly;

b) prepare reports on budgetary projections and economic forecasts and make proposals to the

committees of the county assembly responsible for budgetary matters;

c) prepare analyses of specific issues, including financial risks posed by the National and County

government policies and activities to guide the county assembly;

d) consider budget proposals and economic trends and make recommendations to the relevant

committee of the county assembly with respect to those proposals and trends;

e) establish and foster relationships with the National and County Treasury and other national and

international organisations, with an interest in budgetary and socio-economic matters as it

considers appropriate for the efficient and effective performance of its functions;

0 subject to Article 35 of the Constitution, ensure that all reports and other documents produced by

the assembly office are prepared, published and publicised not later than fourteen days after

production; and

g) report to the relevant committes of the county assembly on any bill that is submitted to the

county assembly and has an economic and fiscal impact, making reference to the fiscal

responsibility principles and to the fiscal objectives set out in the relevant Budget Policy

Statement; and

h) propose, where necessary, altemative fiscal framework in repect of any financial year.

(2) In carrying out its functions under subsection (i), the county assembly office shall observe the

principles of public finance under Article 201 of the Constitution.

(3) The Parliamentary Budget Office shall be required to assist and build the capacity of County

Assemblies to anaylse any documents under this Act and any Regulations on matters Public Finance.

a

,
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Justification

The County Fiscal Strategy Papers are documents unique to counties and are part of the retinue of

information that exist at the County level. Revenue allocation done by Parliament has very little to do

with the CFSPs and therefore the Parliamentary Budget Office would be stretching its mandate if they

are allowed to also scrutinise these documents for the County Assemblies. They would be engaging in a

work fishing expedition if they started over-interacting with the documents. Instead, this should be done

at the various County Assemblies by requiring that County Assemblies establish an office within the

County Assembly Service responsible for budget, finance and economic matters.

The National Government and its structures should be concerned with building capacity of County

Govemments and County Assemblies to perform their functions instead of taking away those functions

and perfoming them. It is noted that the roles and functions of County Assemblies with regard to budget

preparation, approval and monitoring mirror those that are undertaken at the National Parliament. To

safeguard the work of officers undertaking this onus task at the National Parliament, there is legally

established Parliamentary Budget Office with adequate expertise and experience to enable Members

make informed decisions.

Committee's position on the proposal:

Committee agreed with the proposal to establish County Budget Offices to ensure that the County

Assemblies are well equipped to scrutinize the budget documents and all other matters on micro and

macro economic analysis within the county. This is similar to the National Government where there is

Parliamentary Budget Office which in this case will be mandated to build capacity to County

Assemblies. However, there is need to relook at the functions given to the County Budget Offices and

also the nomenclature of the office.

Clause 4, s.8: Responsibilities of the Senate Budget Committee in Public Finance matters.

The provision should be amended to provide that with respect to Counties the approval be given by

relevant County Treasuries in line with guidelines developed by the National Treasury.

Justification:

The proposed amendment is a timely reprieve that aims to safeguard public funds from the lingering

hands of those who may wish to take advantage of general elections to siphon public money.
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However, County Governments are autonomous structures capable of making decisions on when and

and how to spend money allocated to them. The National Treasury exists to provide guidance and advice

on public finance management.

The work of approving development expenditures to be undertaken during that period should be done by

County Treasuries.

Committee's position on the nronosal:

Proposed amendment dropped since it was unclear.

Clause 31, s.109(4): Establishment of a County Revenue Fund for each county government

Clause 3l be amended to insert Clause 3lA that will be read:-

The Principal Act is amended by inserting the following new section immediately after Section 109 (6)-

109 7A. (a) The County Treasury shall submit all requisitions to the controller of Budget as soon as is

practically possible, but not later than forty-eight hours upon receiving the request from respective

entities.

(b) The accounting officer when requisitioning for exchequer releases for the county assembly shall

submit a copy of the requisition to the controller of budget and the controller of budget shall only release

the funds upon satisfying themselves that the requisition submitted by the County treasury and that by

the County Assembly are in conformity.

(c) The County Executive Committee (CEC) Member for finance shall not withhold or refuse to submit

requisition for a County Assembly to the Controller of budget on behalf of the County Assembly

(d) The CEC commits an offence under the Act for withholding or refusing to submit requisition on

behalf of the County Assembly to the Controller of Budget.

Justification

This amendment will ensure that once funds are requisitioned by the County Assembly through the

county treasury, there are no delays in forwarding the requisition to the COB as has been the Case.

Committeeos position on the nronosal
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The Committee rejected the proposed amendment since cash release is subject to availability and other

factors such as other urgent demands and hence matter of releases cannot be addressed as suggested by

SOCAT.

Clause 33, s.116

Clause 33 be amended by inserting 334,

(i) to provide for the establishment of the County Assembly Fund

(ii) provide that section 34 of the County Assembly Services Act is deleted

Committee's position on the proposal:

There is a fund already established under the County Assembly Service Act hence the proposed

amendment is not necessary.

The Principal Act is amended by inserting the following new clause immediately after section 116-

116A. (i) Pursuant to Section 34 of the County Assembly Services Act, there is established a fund to be

known as the County Assembly Fund.

(ii) The Secretary to the County Assembly Service Board shall, on the directions of the Board, open and

operate such bank accounts as may be necessary for the purposes of the County Assembly Fund.

(iii) Notwithstanding any other provisions of this Act, where a fund is established under any other law

for the purpose of a county assembly, the County Assembly Service Board shall-

a) establish procedures and systems for proper and effective management of the monies and

property of the Fund;

b) establish accounting procedures and systems for the Board to properly account for the monies

and property;

c) superintend the expenditure of the monies of the Fund to ensure that the monies are properly

accounted for;

d) prepare and submit accounts for each financial year in accordance with the written law relating

to audit for audit by the Auditor-General; and

e) ensure that the accounts prepared under paragraph (d) comply with the provisions of this Act.
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Justification

The PFMA is superior to CASA and this amendment avoids duplication.

Committee's position on the proposal:

There is a fund already established under the County Assembly Service Act hence the proposed

amendment is not necessary.

Clause 35, s.l19: Banking arrangements for county government and its entities

Introduce a subsection that provides that the Treasury Single Accounts shall not apply to the County

Assemblies

Committee's nosition on the pronosal:

The proposed amendment by SOCAT was rejected since the Treasury Single Account will not affect in

any way the operations of the county assemblies. Furthermore, this similar situation prevails with the

national goverrrment entities where all departments, agencies including Parliament operate a single

treasury account established at the Central Bank.

(c) By inserting the following new subsection immediately after subsection 119 (6) -

(7) The provisions of the Treasury Single Account under this Section shall not apply to a county

assembly.

Justification

The County Assembly receives funds under the County Allocation of Revenue Act, therefore the funds

allocated to County Assemblies need not go through the same executive account to avoid mix ups and

unintended mismanagement of funds.

Committee's position on the pronosal:

The proposed amendment by SOCAT was rejected since the Treasury Single Account will not affect in

any way the operations of the county assemblies. Furthermore, this similar situation prevails with the

national government entities where all departments, agencies including Parliament operate a single

treasury account established at the Central Bank.

Clause 39, s.l27z County government to prepare cash flow projections
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The Clause 39 be amended to insert a new clause (398) 2Aby inserting the following new subsection

immediately after subsection 127 (l) -

(2) (a) The Controller of Budget shall only release funds to a County Assembly based on the projections

in subsection (ii) and the funds allocated under the County Allocation of Revenue Act.

Justification

This will ensure that County Assembly releases are not subject to other conditions introduced by COB

other than the cash flow projections and allocation based on the County Allocation of Revenue Act.

Recently the Controller of Budget has introduced extraneous requirements including the Voucher,

imprest warrant, bank vouchers for exchequer releases.

Committee's nosition on the nroposal:

The Committee rejected the proposal by SOCAT due to the fact that the Controller of Budget is

exercising her mandate as per the constitution in terms of controlling and ensuring all conditions have

been met as per the budget approved. She is also allowed to also place other conditions as long as they

are meant to streamline expenditure control and avoid pilferage.

Clause 40, s.128a County Executive Committee Member for Finance to manage budget process at

county government level.

The provisions should be maintained as in the Principal Act.

Justification

The amendment will limit the timelines available for Sectors to finalize their issues and include the same

in the annual development plan which the law requires to be submitted by 30th September.

Committee's position on the proposal:

The Committee rejected the proposal by SOCAT due to the fact that the proposed amendment is meant

to provide sufficient time to incorporate any measures contained in the Budget Circular issued by the

National Treasury. Hence the need to increase the timelines from 15ft August to 30s September.

Clause 41, s.129: County Executive Committee Member to submit budget estimates and other

documents to County Executive Committee for approval.
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The provision be retained as in the Principal Act

The County budget making process is robust with the formulation of the County Fiscal Strategy Papers

(CFSPs) being an exhaustive and all-inclusive end of product of County planning. The CFSP provides

the overall resource envelope projections and Sector expenditure ceilings for the next financial year.

Sectors including the County Assembly must live within the ceilings proposed by the County Executive

Committee and approved by the County Assembly in the CFSP.

It is noteworthy that the provisions of Article 176 of the Constitution of Kenya provides that the County

Government consists of the County Executive and the County Assembly. These two are separate arms of

the County Government. To safeguard the principle of separation of powers and financial autonomy of

County Assemblies, the provision that budget estimates of the County Assemblies be approved by the

County Executive should be shelved.

The proposed amendment also contradicts the provisions of Section 129 (3) and (a) which explicitly

provides that the Clerk to the County Assembly shall prepare estimates and table the same in the County

Assembly without any reference to the County Executive save for requirement to submit to the County

Executive Committee Member for Finance for his comments.

Justification

Retention of the provision in the Act will allow for the independence of the Assemblies by allowing the

County Assembly Service Boards to be the final body/authority regarding the County Assembly budget.

This amendment will expose the county assembly to another level of control by the Executive yet the

Assemblies already have ceilings

Committee's position on the proposal

Committee accepted the proposal from SOCAT since it will protect the independence of the assemblies

Clause 45, s.136: Appropriation of money for county government purpose to lapse if unspent

Insert 136A (a) any money unspent can be re-budgeted without affecting the ceiling for both assembly

and executive. To clear pending bills without affecting the current budget

d) By inserting the following new subsection immediately after subsection (3) -
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(4) An appropriation that has not been spent at the end of the financial year for the year which it was

appropriated can be budgeted in the next financial year and such sum shall not affect the ceilings issued

in respect to that financial year.

Justification

It will allow assemblies to use the funds unspent at the end of any Financial Year as a balance carried

forward since the said balances were part of the ceilings and pending bills hence avoiding the use of

current financial year ceilings to offset previously accrued bills.

Committee's position on the proposal

The Committee rejected the proposal by SOCAT since it goes against principles of public finances

where any money that has been unspent by the end of the financial year is expected to be repaid to the

county exchequer account and a refund statement prepared for submission to the Controller of Budget. It

is noteworthy that the Bill proposes to introduce timelines within which the balances declared shall be

surrendered.

Clause 65, s.187: Establishment of IBEC

The provisions of Section 187 (d) of the Principal Act be amended by inserting the following new

paragraphs in subsection (i) immediately after paragraph (h) -

(i) a representative of a body acting on behalf of County Assemblies appointed by the body.

(ii) a representative of Clerks of County Assembly nominated by Clerks of County

Assemblies.

Justification

The Council does not contain any representation from the County Assemblies making it too slip sided on

the County Executive.

Committee's position on the proposal

The Committee rejected the proposal by SOCAT since IBEC is comprised of the executive arm of both

levels of government and hence introduction of the county assembly representatives undermines the

principal of separation of power as the assemblies are expected to oversight the activities of the
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executive. Parliament is also not represented in IBEC hence improper to include county assembly

representatives.

3.3 COUNTY ASSEMBLTES FORUM (CAF)

County Assemblies proposed the following amendments:-

Clause 3, s.5: Declaration of entities as county government entities

Retain section 5(l) as per the act

Justification

Proposal to add "Parliament" as one of the bodies to approve formation of county corporations will be

unconstitutional as this clearly falls within the purview of county governments hence approval by the

county assembly is enough.

The Constitution provides circumstances Parliament and in particular Senate can be involved in county

affairs.

Committee's position on the nroposal: Committee rejected this proposal since both Houses of

Parliament should be involved because this may entail transfer of liabilities from one level of

goverrrment to the other.

Clause 41, s.l29z County Executive Committee member to submit budget estimates and other

documents to county executive committee for approval

Retain provision as per the Act.

Justification

ll

The County Executive and County assemblies are separate entities; hence separation of powers

will be eroded with the proposal. As it will expose the county assembly to the control of the

county executive.

It is the duty of the Clerk of the County assembly to prepare estimates of the assembly to be

approved by the county assembly service board and submit the same to the county assembly as is

in section 129(3) and (4) of the Act.

The County assembly budget must be within the ceilings proposed by the county executive as

provided by CFSP.

lll
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Committee's position on the proposal:

The proposal by the CAF is contradictory. The intention of the proposed amendment in the Bill is to

provide that independence to the county assemblies.

Clause 42, s.l3l: County assemblies to consider budgets

CAF stated that the said provision and the amendment should be deleted to allow county assemblies

discharge their constitutional mandate of approving the budget without limitations. Article 185 of the

Constitution mandates the assembly to approve county budgets.

The problems experienced by county governments departments during the exchequer releases has

neither been addressed by the section or regulations

The County Executive has been holding the county assembly at hostage by denying allocations from the

county treasury.

The section should be amended to provide that or alternatively regulations made to provide for -

(i) County budget must be implemented as approved in the relevant appropriation act

(ii) Requirement for the county executive member in charge of the County treasury to table a

schedule providing for monthly exchequer issues to the various organs of the county

government which shall be the basis for release of funds.

(iii)The schedule to be submitted to the assembly for approval within 14 days of enactment of

the Appropriation Act.

(iv)A copy of the schedule to be submitted to the Controller of budget and the National

Treasury within l4 days of approval.

Committee's nosition on the nroposal

The proposed amendment does not in any way interfere with the role of the county assemblies. In

addition the issue of exchequer release does not fall within this section hence their proposal is

misplaced. The section deals with the approval of county budget estimates which is the sole mandate of

the county assemblies.

Clause 45, s.136: Appropriation of money for county government purpose to lapse if unspent
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CAF proposed that the section should be amended further to provide that "provided any money unspent

can be re-budgeted without affecting the ceiling of a particular organ of the county government to clear

pending bills without affecting current budgets".

Justification

lll

The amendment affects functions and operations of counties as most of the times funds are

released late into the financial year making it impossible for an entity to spend that amount.

Returning the funds without a provision for re-budgeting of the same will affect the operations of

the county organs as they may not be able to clear pending bills.

County government organs should be allowed to use the funds unspent at the end of the financial

year as balance canied forward since the said balances were part of the ceilings and have been

appropriated to pending bills.

Committee's nosition on the pronosal

The Committee rejected the proposal by CAF since it goes against principles of public finances where

any money that has been unspent by the end of the financial year is expected to be repaid to the county

exchequer account and a refund statement prepared for submission to the Controller of Budget. It is

noteworthy that the Bill proposes to introduce timelines within which the balances declared shall be

surrendered.

3.4 COUNCTL OF GOVERNORS (COG)

The Council of Governors submitted the following amendments:-

Clause 3, Section 5: Declaration of entities as county government entities

COG objected to amendment to section 5(l) and wanted the provision to be maintained as per the Act.

Justification

l. The role of Parliament in the process must be explicitly provided for

2. County corporations are county government's functions and once the approval has been done by

the assembly there is no need for parliament's approval.

Committee's position on the nroposal: Committee rejected this proposal since both Houses of

Parliament should be involved because this may entail transfer of liabilities from one level of
government to the other.
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Clause 4, Section 8: Responsibilities of the Senate Budget Committee in Public Finance matters.

Objected to amendment to section 8(1) and want the provision to be maintained as per the Act.

Justification

It is not a constitutional mandate of a Senate Committee to monitor adherence of the Public Finance

principles by the Counties. Article 96 of the Constitution is very clear on the role of Senate as a whole.

With regards to County finances, the county assemblies are constitutionally provided with the mandate

to provide oversight to Counties. The extent of the Senates oversight role should be re-examined.

Committee's nosition on the prooosal:

The proposal by COG seems to misunderstand the role of the Senate in over sighting the county

govemments as provided by the Constitution and espoused further by the ruling of High Court in where

the Court ruled that the Senate can summon Govemors over the use of public resources for their

respective counties.

Further amendment

Clause 5, Section 10: Responsibilities of the Parliamentary Budget Office

They proposed a deletion and substitution of the proposed new paragraph (i) in Clause 5(a)(ii) as

follows-

(i)review monitoring and evaluation reports of government programmes and projects with a view to

inform the legislative budget and economic analysis.

Justification

The PBO has no capacity to undertake monitoring and evaluation. As such, it should be limited to

reviewing monitoring and evaluation reports.

They object to the proposed paragraph (k)

Justification

The proposal in its entirety will infringe on county operations. The Council envisages a situation where

the office will be demanding these documents are not needed for the division of revenue between the

two levels of government. The division of revenue is already guided by Article 203 of the Constitution

and not through the Fiscal Strategy papers.
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Committee's position on the proposal:

The proposal by COG was rejected since the role of PBO has been mandated to review the budget

documents to be able to offer capacity to county assemblies.

Clause 12, Section 39: National Assembly to consider budget estimates

COG proposed that the provision on section 39(7) to be maintained as is in the parent act.

Justification

It is important that the Appropriation Act is assented to before the national assembly authorizes any

withdrawals so as to ensure transparency and integrity of the process.

Committee's position on the pronosal:

The proposed amendment is per what is in the Constitution and hence the amendment as contained in

the Bill is merely conforming to the requirements of Article222.

Clause 19, Section 82(4): Annual reporting by receivers of revenue

COG proposes that section 82(a) be maintained as per the parent Act.

Justification

When the words " by the receiver or collector are deleted in th.e section the provision loses its meaning.

Clause 30, Section 107(2)

They accepted the proposed amendment to section 107(2)

Clause 31, s.109(4)

They accepted the proposed amendment to section 109(4) on the basis that currently all 47 County

Revenue Fund accounts are opened at the Central Bank. This is to allow for efficient management of the

County resources.

Clause 32, s.ll2

They accepted the proposed amendment to section ll2(3)

.t

a
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Justification

The proposal is meant to promote pay out of the emergency fund to enable the affected persons to return

to their original status.

Clause 33, s.116

They accepted the proposed amendment to section l16(l) as this is to emphasize that these are county

funds.

They rejected the amendment to section 116(7) and want the provision to be maintained as it is in the

parent Act.

Justification

Submission of audited financial statements to the Auditor General three months after the end of the

financial year might not be feasible from the experience. The Council proposes for the retention of the

current provision.

Committee's position on the proposal:

The Committee rejected this proposal since the requirement for submission of audited financial

statement is a standard requirement hence any administrator of public funds must be in a position to

present the same to the county assemblies. The CEC Finance must ensure that this is done in good time

before submission to the county assemblies.

Clause 34, s.117

They propose that the provisions of section 117(1) and (6) to be maintained as per the parent Act.

Justification

Any amendment to one budgetary calendar date affects the entire budgeting process. Furthermore, the

fiscal strategy paper is meant to be aligned to the Budget Policy Statement submitted to Parliament by

the National Treasury on 15ff February every year. This will therefore create conflict between the two

documents.

The budgeting calendar for County governments should be reviewed wholesomely because it mirrors the

budgeting calendar for the MDAs. 30 days is a lot of time for approval of the document by the

35



assemblies. The County assemblies have adequate staff that enables them fast-track the documents in

good time.

Clause 35, s.119 Banking arrangements for county government entities

They propose that the provisions of section 119(4) to be maintained as per the parent Act.

Justification

l. Currently there are no guidelines with regards to accessibility of overdrafts but even if they were

there, the overdrafts are accessed through the Central Bank and there is no role of the National

Treasury in this process.

2. The National Treasury should be publicizing reports of the national MDAs and not Counties with

regards to this process.

Committee position on the pronosal:

The amendment was rejected since the National Treasury has the overall responsibility in matters

finance

Clause 36

The insertion of the new section is agreed to with amendments to read as follows:

119A(l) the following shall be considered by the County Treasury in granting approval to a county

government entity to open and operate a county goveflrment bank account.

(b) for avoidance of doubt, all county government bank accounts shall be opened at the Central Bank of

Kenya except for imprest bank accounts for petty cash which shall be opened at a bank designated by

the County Treasury

Justification

The proposal to have a government controlled bank as the bank that counties should deposit imprest, one

wonders which government is being referred to in this context. The national government does not

provide for such a directive to the MDAs. This is like a directive to the Counties.

I
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Committee's position on the proposal:

The COG seems to have misunderstood the proposed amendment as just like all national govemment

entities, county governments will be required to operate an exchequer account with national treasury

except for imprest bank accounts for petty cash which shall be opened at a government controlled or a

cooperative owned bank designated by the county treasury. The purpose of these is to avoid opening

bank accounts in banks with the danger of collapsing. A good example being Chase and Imperial Banks.

Clause 38, Section 126: County government to prepare development plan

COG accepted the amendment.

Justification

It is important to provide timelines for the County Assemblies to deliberate on the County annual

development plans. The Act as it is currently does not provide for this.

Clause 39, Section 127: County government to prepare cash flow projections

COG propose to maintain the provisions of section 127(l) as per the parent Act.

Justification

The budgeting framework should only be reviewed to cater for transition period.

Committee's position on the prooosal:

The Committee rejected this proposal as the alteration of timelines allows for sufficient time to prepare

the county estimates.

Clause 40, Section 128: County executive Committee Member for Finance to manage budget

process at county government level

They propose to maintain the provision of section 128(2) as per the parent Act.

Justification

Budgeting should only be amended to incorporate the transition phase after every general election. As it

is, the budgeting calendar mirrors the National government budgeting process in the review of the

counties' budgeting calendar.
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Committee's position on the proposal:

The Committee rejected the proposal by COG due to the fact that the proposed amendment is meant to

provide sufficient time to incorporate any measures contained in the Budget Circular issued by the

National Treasury. Hence the need to increase the timelines from l5th August to 30ft September.

Clause 42, s.l3l

They accepted the proposed insertion of a new subsection (5). On the basis that here must be a ceiling as

how much the County Assembly can adjust the budget estimates of the County. Without a ceiling, we

may find that no county budget will ever be approved in time and in the right manner.

They object to the insertion of the new subsection (7). The COG questioned why the National Treasury

requires an amendment to the Act to demand County Budgets. The National Treasury is not responsible

for the implementation of County Budgets and has no role in the implementation of County Budgets.

County Governments are already required to publish and publicize their budgets, the National Treasury

should be able to access those budgets in the publicized forums rather than to make it mandatory

through a legislation.

Committee nosition on the pronosal:

The proposal by COG was rejected since the National Treasury has the overall responsibility in matters

finance hence no harm in legislating on the requirement for CEC Finance to submit a copy of the budget

estimates to the National Treasury.

Clause 45, s.136

COG accepted the amendment as it ensures that the refund process is fast tracked.

Clause 53, s.159

COG accepted the amendment as it seeks to include the variation component.

Clause 55, s.165

COG accepted the amendment to section 165(4) the three months is to coincide with the submission of

the statements to the other oversight institutions.
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Clause 58, s.176

COG accepted the amendment to section 176(2). The proposal is to protect the financing of urban areas.

Clause 59, s.178: Conditions in which urban areas or cities may receive grants

They propose that the provision in section 178(7) be maintained as it is in the parent Act.

Justification

The grant or donation is directly being implemented by the Counties on the counties functions. There is

or reason as to why the National Treasury should authorize Counties to allow a donor to audit such

donations and grants. This authority should come from the Counties themselves.

Committee nosition on the proposal:

The Committee rejected the proposal by the COG since in as much as counties are independent, the

national govemment retains the overall responsibility on grants and as such it is necessary for his

authority to be sought to allow a donor of a grant to audit such funds on the basis of its own financial

procedures. The amendment ass proposed in the Bill is proper.

3.5 THE NATIONAL TREASURY

The National Treasury proposed the following amendments:

Clause 2

Section 2 of the principal Act is amended by inserting the following new paragraph:

The "Consolidated Fund" shall mean all money raised or received by or on behalf of the national

government in accordance with Article 206(1) of the Constitution.

Justification

The Consolidated Fund is not defined. There is need to define the Consolidated Fund and the scope

therefore.

Section 2 of the Principal Act is amended by inserting the following new paragraph:

The "County Revenue Fund" shall mean all money raised or received by or on behalf of the County

Government in accordance with Article 207(1) of the Constitution.

Justification
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The County Revenue Fund is not defined. There is need to define the County Revenue Fund and the

scope therefore.

Section 2 of the Principal Act is amended by deleting the definition of "public money" and replacing

therefor with the following:

" Public money means:

a) All money that comes into possession of or is distributed by a national or county government

entity and money raised by a private body where it is doing so under statutory authority; and

b) Money held by national or county government entities in trust for third parties and any money

that can generate liability for the government. "

Justification

The amendment is intended to include public money held by county govemment entities in the

definition of public money. This was inadvertently omitted in the published PFMA.

Section 2 of the Principal Act is amended by deleting definition for National Exchequer Account and

replacing therefor with the following:

"Nationol Exchequer Account or Accounts" means the National Exchequer Account or Accounts

referred to in section l7

Justification

The definition needs to be aligned with the proposed amendments in Section 17(2).

Clause 8

The National Treasury does not support this amendment because it is intended to restrict procurement

relating to development votes three months prior to an election. It is not a good practice to curtail

procurement since this would have a negative impact on economic development. Since there are control

institution mechanisms established in law to check abuse of office, there is no need of freezing

employment due to an impending election.

Clause 1l

The Ministry did not support this amendment because the section applies to paragraph (2) of Article 202

of the Constitution and not paragraph (l) of Article 202 of the Constitution. They therefore recommend

40



that the amendment be dropped since national government budget estimates do not include the equitable

share.

Clause 13

The National Treasury did not support it because exchequer issues are usually not by programmes and

projects but by Votes (Recurrent and Development) as appropriated by Parliament or by County

Governments as per CARA. What Parliament should require the CSAtrT to provide is a breakdown of
expenditures by programmes and projects and not exchequer releases.

Section 17(2)

That Section 17 be amended in subsection (2) by deleting it and replacing therefor with the following

paragraph:

" (2) The National Treasury shall maintain the Consolidated Fund in Kenya shilling or foreign

denominated curuencies accounts to be known as the Consolidated Fund Accounts, kept at the Central

Bank of Kenya and shall, subject to Article 206(1) of the Constitution-

a) include the National Exchequer Accounts, Revenue Collection Accounts, Receipts into Domestic

Debt Accounts, Overdraft Account, Special Project Deposit Accounts and any other accounts

designated by the Cabinet Secretary.

b) Facilitate payment into that account or accounts all money raised or received by or on behalf of
the national government and

c) pay from that National Exchequer Account or National Exchequer Accounts without undue delay

all amounts that are payable for public services, "

Justification

l. It is necessary to expand the accounts of the Consolidated Fund to provide for Kenya shillings or

foreign denominated currency. The account or accounts should be kept at the Central Bank of

Kenya.

2. The foreign culrency Exchequer accounts shall hold funds received by the National Treasury in

foreign currencies hence reduce exchange losses.

3. All the National Exchequer Accounts shall be subject to CoB's approval in accordance with

Article 206(l) of the Constitution and Clause l7(4) of the PFM Act.
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That Section 17 be amended in subsection (3) by deleting it and replacing therefor with the following

new paragraph:

" (3) The National Treasury sholl ensure that no National Exchequer Account is overdrawn at any

time."

Justification

To require that no National Exchequer Account shall be overdrawn at any time, whether Kenya Shillings

account or foreign denominated account.

That Section 17 be amended in subsection (4) by deleting it and replacing therefor with the following

paragraph:

" (4) Where a withdrawal from the Consolidated Fund is authorized under the Constitution or an Act of

Parliament for the appropriation of money, the National Treasury shall make requisition for the

withdrawal and submit it to the Controller of Budget for approval, which request shall be made

manually or electronically through a designated form prescribed by the Cabinet Secretary, provided

thal inter-account transfers within the Consolidated Fund Accounts shall not require Controller of

Budget's approval."

Justification

l. This amendment is made to facilitate progressive automation of the requests made of authority

from the Controller of Budget on the withdrawals from the National Exchequer Account to be

automated and embrace use of technology in our Public Finance management transactions.

2. The amendment provides flexibility for the National Treasury to make inter-account transfers

especially funding the National Exchequer Account from other Consolidated Fund accounts.

That Section 17 be amended in subsection (5) by deleting it and replacing therefor the following new

paragraph:

" (5) The approval of a withdrawol from the Consolidated Fund by the Controller of Budget, together

with written instructions from the National Treasury requesting for the withdrowal, shall be sfficient

authority for the Central Bank of Kenya to pay amounts from a Notional Exchequer Account in

accordance with the approval and instructions provided, which approval or written instructions may be

manual or electronic in a form prescribed by the Cabinet Secretary. "

42



Justification

To provide for more than one bank account and require CBK to release funds based on approval from

the Controller of Budget and the National Treasury instructions. In addition, this is also to clarify that

the approval or written instructions may be manual or electronic to allow progressive use of technology.

Section 28

Section 28 of the Principal Act is amended by inserting the following new subsections immediately after

subsection (l):

"(lA) Any bank account opened under subsection (1), "for the primary purpose of collecting money

raised or received by or on behalf of the national government shall be designated os a Revenue

Collection Account qnd shall be used only for purposes of collecting money raised or received by or on

behalf of that national government.

(l B) Money paid into a bank account designated as Revenue Collection Account shall be promptly

credited into a National Exchequer Account and shall be withdrawn in accordance with Article 206 of
the Constitution and Section l7 of the Act.

(1C) For the avoidance of doubt, no expenditure shall be paid out of a bank account designated as a

Revenue Collection Account except os otherwise authorized by latv except as otherwise authorized by

the Cabinet Secretary in concurrence with the Controller of Budget.

(l D) Each financial yeor, an Accounting Officer of a notional government entity shall prepare and

submit to the National Treasury a record of all bank accounts operated by that entity during the year,

with a copy to the Controller of Budget ond the Auditor General. "

Justification

Section 28 of the PFMA should be amended to mirror the amended Section l19 of the PFMA. The

Cabinet Secretary should be allowed to authorize payments from Revenue Collection accounts in cases

where receipts are made in error or belong to third parties or relate to Treasury Bills.

Section 28 of the Principal act is amended in subsection (2) and (3) by inserting the word "system"

immediately after the words'oTreasury Single Account" so as to read as follows:
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" (2) The National Treasury shall establish a Treasury Single Account system into which all revenues

received by national government entities shall be deposited and from which all payments of money to or

on behalf of national government entities shall be made.

(3) The Treasury Single Account system shall not be operated in any monner that prejudices any entity

to whichfunds have been disbursed. "

Justification

This amendment harmonizes the Section with the definition of the TSA in the Preliminary section and

clarifies that the TSA is a system of accounts and not ONE Account.

Section 28 of the principal Act is amended by inserting the following new subsection (2A) immediately

after subsection (2):

" (2A) The Treasury Single Account system shall include the Consolidated Funds Accounts as referued to

in Section 17(2), State Departments, Commissions and Independent Offices Accounts and any other

Account designoted by the Cabinet Secretary. "

Justification

The amendment clarifies the scope of the TSA; it includes both inflow (Consolidated Fund Accounts)

and outflow accounts (MDAs account). The scope can progressively be increased to include SAGAs and

other government entities.

Section 34

The National Treasury did not support this amendment because County Governments are supposed to

align their CFSPs with the national plans/policies which are expounded in the BPS. If the CFSPs are to

be submitted by 15th February then there will be no time allowed for such alignment to take place.

Section 35

The National Treasury did not support this amendment because the Cabinet Secretary is required to

submit to Parliament every four months a report on all loans made to the national government, national

government entities and county governments. Besides, it has been agreed following inter-governmental
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consultations that county govemments will not go directly to the CBK for overdraft, instead the National

Treasury shall fast track disbursements for county goverrrments that have urgent financing needs.

Section 119

Section 119 of the PFMA is amended:

(a) by inserting the following new subsections immediately after subsection (l):

(lA) A County Treasury may authorize a county government entity, including a county assembly to open

and operote bank accounts only at the CBK except:

a. an imprest bank account which may be opened in a commercial bank account to

facilitate the day to day operation of ffices, provided the Jloat for the account

shall not exceed a limit set by the Cabinet Seuetary;

b. a revenue collection account to facilitate receipt and transfer of revenue to the

relevant County Revenue Fund;

c. a bank account relating to a county public fund established pursuant to Section

I l6 of the Act to facilitate administration of the fund; or

d. any other bank account authorized by the Cabinet Secretary to be opened in a

commercial bank.

(lB) Any bank account opened under subsection (lA), for the primary purpose of collecting money

raised or received by or on behalf of the county government shall be designated as a County Revenue

Collection Account and shall be used only for the purposes of collecting money raised or received by or

on behalf of that county government.

(lC) Money paid into a bank occount designated as County Revenue Collection Account shall be

promptly credited into the County Exchequer Account and shall be used and accounted for in

accordance with Article 2017 of the Constitution and Section 109 of the Act.

(1D) For the avoidance of doubt, no expenditure shall be paid out of a bank account designated as

County Revenue Collection Account except as otherwise authorized by law.

(l E) Each financial year, an Accounting Officer of a county government entity shall prepare and submit

to the County Treasury a record of all bank accounts operated by the entity during the year, with a copy

to the Controller of Budget, the Auditor General and the National Treasury.

a
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Justification

County governments have established revenue collection bank accounts in some commercial banks into

which local revenue is paid. Reports however, indicate that county governments are utilizing the revenue

collected to make payments before sweeping the funds into the County Revenue Fund. By doing so the

county goveffrments are bypassing the office of the Controller of Budget. This goes against the intention

of Article 2017 of the Constitution, Section 109 of the PFMA and National Treasury Circular No. l4 of

9th September,20l5.

They therefore propose further amendments to Section ll9 of the PFMA to require County

Governments to designate bank accounts opened for collecting money raised or received by or on behalf

of the county govemment as County Receipts Accounts and to bar charging of any expenses to such

accounts, except bank account operational expenses and expenses relating to mobilization of a loan.

In addition, they also noted that county govemments are opening bank accounts in commercial banks for

pulposes of holding deposits (usually transferred from the County Revenue Fund) contrary to the

intention of the law. To put a stop to this we have proposed to amend the PFMA to restrict the opening

of bank accounts for three purposes: (i) for purposes of an imprest; (ii) for purposes of revenue

collection; and (iii) to operationalize a county public fund established under Section 116 of the PFMA.

Section 119 of the principal Act is amended in subsection (2) and (3) inserting the word "system"

immediately after the words "Treasury Single Account" so as to read as follows:

(2) Each County Treasury shall establish a Treasury Single Account system at the Central Bank of
Kenya through which payments of money to and by the various county government entities are to be

made.

(3) The Treasury Single Account System shall not be operated in any monner that prejudices any entity

to whichfunds have been disbursed.

Justification

This amendment harmonizes the Section with the definition of the TSA in the preliminary section and

clarifies that the TSA is a system of accounts and not ONE Account.
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Section 164 (4)

Section 164 of the principal Act is amended in paragraph (b) of subsection (a) by inserting the words

"the National Treasury" immediately after the words "County Treasury" so as to read as follows:

(4) Iltithin three months after the end of eachfinancial year, the accounting officer for an entity shall-

(b) deliver a copy of the statements to the relevant County Treasury, the National Treasury, the

Controller of Budget and the Commission on Relevant Allocation.

Justification

The inclusion of National Treasury as a recipient of a copy of financial statements is to facilitate the

National Treasury to provide technical support to county govemment entities in terms of review and

feedback of the financial statements in time for the preparation of county treasury financial statements.

The current situation is that the National Treasury does not get copy of the county government entities

financial statements. This was an oversight at the preparation of the PFM Act 2012.

Section 187(1)

Section 187 of the principal Act is amended in subsection (1) by inserting the following new paragraph

(i) after paragraph (h):

"(i) chairmen of the Committees of the Council of Governors."

Justification

To include the chairmen of the Council of Governors committees as substantive members of IBEC (as

per the resolution of IBEC meeting of 1lft August 2015).
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4.0 PROPOSED COMMITTEE AMENDMENTS
CLAUSE 2

THAT, clause 2 of the Bill be amended by-
(a) inserting the following new paragraphs immediately after paragraph (a)-

(aa)deleting the definition of "National Exchequer Account" and substituting therefor the

following new definition-

"National Exchequer Account" means the National Exchequer Account or
Accounts referred to in section l7;

JUSTIFICATION

This is to align the definition with the proposed amendments in Section l7(2\ of the Act.

(ab)deleting the definition of "public money" and substituting therefor the following new

definition-

"public money" includes-
(a) all money that comes into possession of, or is distributed by, a

national or county govemment entity and money raised by a private
body where it is doing so under statutory authority; and

(b) money held by national or county government entities in trust for third
parties and any money that can generate liability for the Government;

(b) inserting the following new paragraph immediately after paragraph (c)-

(d) by inserting the following new definitions in their proper alphabetical sequence-
"Consolidated Fund" means the fund established under Article 206(l) of the
Constitution; and

"County Revenue Fund" means the fund established under Article 207(l) of the

Constitution.

JUSTIFICATION

There is need to define the Consolidated Fund and County Revenue Fund and the scope therefore.

NEW CLAUSE 5A

THAT, the Bill be amended by inserting the following new clause immediately after clause 5-

SA.The principal Act is amended by inserting the following new
section immediately after section l0-

48



10A. (l) Subject to Article 201 of the
Constitution and the provisions of this Act, each
county assembly shall establish a county assembly
budget office responsible for budget, finance and
economic analysis.

(2) A county assembly budget office shall exist
as an office in the County Assembly Service and shall
consist of persons appointed on merit by virtue of their
experience in finance, economics and public policy
matters.

(3) A county assembly budget office created
under subsection (l) shall-

(a) provide proffesional services in respect of
budget, finance and economic information
to the offrces of the County Assembly;

(b) prepare reports on county budgetary
projections and make proposals to the
committees of the county assembly
responsible for budgetary matters;

(c) prepare analyses of specific issues,
including financial risks posed by the
National and County Government policies
and activities to guide the county
assembly;

(d) consider county budget proposals and
economic trends and make
recommendations to the relevant
committee of the County Assembly with
respect to those proposals and trends;

(e) establish and foster relationships with the
National and County Treasury and other
county treasuries, with an interest in
budgetary and socio-economic matters as
it considers appropriate for the efficient
and effective performance of its functions;

(f) subject to Article 35 of the Constitution,
ensure that all reports and other
documents produced by the assembly
office are prepared, published and
publicised not later than fourteen days
after production;

(g) report to the relevant committes of the
county assembly on any Bill that is
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submitted to the county assembly and has
an economic and fiscal impact, making
reference to the fiscal responsibility
principles and to the fiscal objectives set
out in the relevant County Budget Policy
Statement; and

(h) propose, where necessary, alternative
fiscal framework in repect of any financial
year.

(a) In carrying out its functions under subsection
(3), the county assembly office shall observe the
principles of public finance under Article 201 of the
Constitution.

(5) The Parliamentary Budget Office shall be
reqired to assist and build the capacity of County
Assemblies to anaylse any documents under this Act
and any Regulations on matters Public Finance.

JUSTIFICATION

The amendment seeks to introduce a county budget office.

CLAUSE 8

THAT, clause 8 of the Bill be amended by-
(a) deleting paragraph (b) and substituting therefor the following new paragraph-

(b)by deleting subsection (2) and substituting therefor the following new subsection-

(2) The National Treasury shall maintain the Consolidated Fund in Kenya Shilling or

foreign denominated currency accounts to be known as the Consolidated Fund

Accounts, kept at the Central Bank of Kenya and shall, subject to Article 206(1) of
the Constitution-

(a) include the National Exchequer Accounts, Revenue Collection Accounts.
Receipts into Domestic Debt Accounts, Overdraft Account, Special Project
Deposit Accounts and any other accounts designated by the Cabinet Secretary;

(b) facilitate payment into that account or accounts all money raised or received
by or on behalf of the national government; and

(c) pay from that National Exchequer Account or National Exchequer Accounts
without undue delay all amounts that are payable for public services.

JUSTIFICATION

The amendment seeks to encompass all types of accounts being referred to.
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(b) inserting the following new paragraphs immediately after paragraph (b)-

(c) by deleting subsection (3) and substituting therefor the following new subsection-

(3) The National Treasury shall ensure that no National Exchequer Account is

overdrawn at any time;
(d) bV deleting subsection (a) and substituting therefor the following new subsection-

(4) Where a withdrawal from the Consolidated Fund is authorised under the

Constitution or an Act of Parliament for the appropriation of money, the National
Treasury shall make a requisition for the withdrawal and submit it to the

Controller of Budget for approval, which request shall be made manually or
electronically through a designated form prescribed by the Cabinet Secretary,

provided that inter-account transfers within the Consolidated Fund Accounts shall

require the Controller of Budget's approval.

(d) bV deleting subsection (5) and substituting therefor the following new subsection-

(5) The approval of a withdrawal from the Consolidated Fund by the Controller of
Budget, together with written instructions from the National Treasury requesting

for the withdrawal, shall be sufficient authority for the Central Bank of Kenya to
pay amounts from a National Exchequer Account in accordance with the approval

and instructions provided, which approval or written instructions may be manual

or electronic in a form prescribed by the Cabinet Secretary.

JUSTIFICATION

The amendment seeks to introduce electronic requisition of withdrawal of funds.

CLAUSE 9

THAT, clause 9 of the Bill be amended by deleting paragraph (a).

JUSTIFICATION

The Parliamentary Service Commission is an independent commission.

NEW CLAUSE 9A

THAT, the Bill be amended by inserting the following new clause immediately after clause 9-
9A. Section25of the principal Act be amended-

(a) in subsection (2) by deleting the expression "l5th" and substituting therefor the expression "l't";
and
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(b) in subsection (7) bV deleting the words "fourteen days" and substituting therefor the words
"thirty days".

JUSTIFICATION

To give Parliament sufficient time to consider the Budget Policy Statement.

9B. Section28 of the principal Act be amended by inserting-
(a) the following new subsections immediately after subsection (1)-

(1A) Any bank account opened under subsection (l), for the primary purpose of collecting
money raised or received by or on behalf of the national goverrrment shall be designated as a
Revenue Collection Account and shall be used only for purposes of collecting money raised or
received by or on behalf of the national government.

(lB) Money paid into a bank account designated as Revenue Collection Account shall be
promptly credited into a National Exchequer Account and shall be withdrawn in accordance
with Article206 of the Constitution and Section 17 of the Act.

(lC) For avoidance of doubt, no expenditure shall be paid out of a bank account
designated as a Revenue Collection Account except as otherwise authorized by law.

(1D) Each financial year, an Accounting Officer of a national government entity shall
prepare and submit to the National Treasury a record of all bank accounts operated by that
entity during the year, with a copy to the Controller of Budget and the Auditor General.

JUSTIFICATION

To ensure accountability.

(b) the word "system" immediately after the words "Treasury Single Account" appearing in
subsection (2);

(c) the word "system" immediately after the words "Treasury Single Account" appearing in
subsection (2); and

JUSTIFICATION

This is to clarify that the Treasury Single Account is a system of accounts and not a single account.

CLAUSE 10

THAT, the Bill be amended by deleting clause 10.

JUSTIFICATION

The National Treasury should be providing quarterly reports as has been the practice.
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CLAUSE 13

THAT, the Bill be amended by deleting clause l3

JUSTIFICATION

The National Treasury should take responsibility because they fund the projects.

CLAUSE 18

THAT, Section 78 of the principal Act is amended by-
(a) renumbering section 78 as 78(1);

(b) inserting the following new subsection immediately after subsection (l)-

(2) Notwithstanding subsection (1), the Kenya Revenue Authority may delegate its revenue

collection responsibility to other agents.

JUSTIFICATION

To increase efficiency in revenue collection.

CLAUSE 35

THAT, clause 35 ofthe Bill be amended-

(a) by deleting paragraph (a) and substituting therefor the following new paragraph-

(a)by deleting subsection (2) and substituting therefor the following subsection-

(2) Each County Treasury shall establish a Treasury Single Account system at the

Central Bank of Kenya through which payments of money to and by the various

county govefirment entities are to be made.

(b) inserting the following new paragraphs immediately after paragraph (a) -(aa) by inserting the following new subsection immediately after subsection (2)-
(2A) The County Treasury Single Account system shall include the County
Revenue Fund accounts referred to in section 109(2), county department accounts

and any other account designated by the County Treasury.
(ab)by deleting subsection (3) and substituting therefor the following subsection-

(3) The Treasury Single Account system shall not be operated in any manner that

prejudices any entity to which funds have been disbursed.
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CLAUSE 36

THAT, the Bill be amended by deleting clause 36 and substituting therefor the following new clause-

36. The principal Act is amended by inserting the following new clause immediately after section I l9-

ll9A(l)Subject to the provisions of section 119, a County Treasury may authorize a county
government entity, including a county assembly to open and operate bank accounts only at the Central
Bank of Kenya except-

(a) an imprest bank account which may be opened in a commercial bank account to facilitate the day
to day operation of offices, provided the balance for the account shall not exceed a limit set by
the Cabinet Secretary;

(b) a revenue collection account to facilitate receipt and transfer of revenue to the relevant County
Revenue Fund;

(c) a bank account relating to a county public fund established pursuant to section l16 to facilitate
administration of the fund; and

(d) any other bank account authorized by the Cabinet Secretary to opened in a commercial bank.

(2) Any bank account opened under subsection (l), for the primary purpose of collecting money
raised or received by or on behalf of the county government shall be designated as a County Revenue
Collection Account and shall be used only for the purposes of collecting money raised or received by or
on behalf of the county government.

(3) Money paid into a bank account designated as a County Revenue Collection Account shall be
promptly credited into the County Exchequer Account and shall be used and accounted for in
accordance with Article20T of the Constitution and section 109.

(4) No expenditure shall be paid out of a bank account designated as County Revenue Collection
Account except as otherwise authorized by law.

(5) The County Treasury may prescribe the banking rules and the maximum balance which may
be held in any official County Treasury Single Account sub-account or other bank accounts, and if at
any time this balance seems likely to be exceeded, the officer operating the accounts shall consult the
County Treasury on the action to be taken.

(6) No official county government bank account shall be overdrawn, nor shall any advance or
loan be obtained from a bank account for official purposes beyond the limit authorized by the County
Treasury in line with section I l9(4) and the authority shall be conveyed in writing.

(7) An accounting officer of a county shall, for each quarter of a financial year, prepare and
submit to the County Treasury a record of all bank accounts operated by the entity during the year, with
a copy to the Controller of Budget, the Auditor General, and the National Treasury.

CLAUSE 4I

THAT, the Bill be amended by deleting clause 41 and substituting therefor the following new clause-

41. Section 129 of the principal act is amended-

(a) deleting subsection (l)

JUSTIFICATION
The amendment will expose the County Assembly to another level of control by the executive yet
the assemblies already have ceilings.

a
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(b) in subsection (3) bV inserting the words "by 30th March each year" immediately after the words
"member for finance."

JUSTIFICATION
Introduction of timelines for the submission of budget estimates to the Assembly.

CLAUSE 42

THAT, clause 42(c) of the Bill be amended in the proposed new subsection (7) by inserting the words

"Controller of Budget and the Senate" immediately after the words "National Treasury."

JUSTIFICATION

This is to inform the Controller of Budget and the Senate about the budget estimates approved by
each County Assembly.

NEW CLAUSE 12

THAT the Bill be amended by inserting the following new clauses immediately after clause 12-

12A. Section 39 of the Principal Act is amended by deleting the words o'except the Finance Bill"
appearing immediately after the words "relevant Bills".

12B. The principal Act is amended by inserting the following new section immediately after section 39-

39A. (1) Not later than seven days after the estimates of revenue and expenditure are submitted to

the National Assembly, the Cabinet Secretary shall submit to National Assembly the Finance Bill,
setting out the revenue raising measures for the National Government.

(2) Following submission of the Finance Bill by the Cabinet Secretary, the relevant committee of the

National Assembly shall introduce the Bill in the National Assembly, together with the report of the

Committee on the Bill.

(3) The National Assembly shall consider and pass the Finance Bill, with or without amendments, in

time for it to be assented to by 30s June each year.

(4) Any recommendations made by the relevant committee of the National Assembly or adopted by

the National Assembly on revenue matters shall-

(a) ensure that the total amount of revenue raised is consistent with the approved fiscal framework

and the Division of Revenue Act;

(b) take into accr:unt the principles of equity, certainty and ease of collection;

(c) consider the impact of the proposed changes on the composition of the tax revenue with
reference to direct and indirect taxes;
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(d) consider domestic, regional and international taxtrends;

(e) consider the impact on development, investment, employment and economic growth;

(f) take into account the recommendations of the Cabinet Secretary as provided under Article 114 of
the Constitution; and

(g) take into account the taxation and other tariff arrangements and obligations that Kenya has

ratified, including taxation and tariff arrangements under the East African Community Treaty.

(5) The recommendation of the Cabinet Secretary in subsection (4) (f) shall be included in the report

and tabled in the National Assembly.

JUSTIFICATION

1. This is to ensure that the Budget is prepared in accordance with the available resources.
2. To ensure that the government collects revenue at the beginning of the X'inancial Year since

the Appropriations Bill witl be signed together with the Finance Bill.

NEW CLAUSE 42A

THAT, theBill be amended by inserting the following new clause immediately after clause 42-

42A. The principal Act is amended by inserting the following new section immediately after
section 131-

l3lA.The Committee of a County Assembly established to deal with county budgetary matters
has responsibility for the following matters, in addition to the functions set out in the respective
County's Standing Orders-

(a) discuss and review the County Budget Policy Statement and county budget estimates and
make recommendations to the county assembly;

(b) provide general direction on county budgetary matters;
(c) monitor all county budgetary matters falling within the competence of the County

assembly under this Act and report on those matters to the County assembly; and
(d) review and scrutiny of relevant planning and budget documents before the county

Assemblies.

NEW CLAUSE 54

THAT, the Bill be amended by inserting the following new clause immediately after clause 54-

54A. Section 164(4) of the principal Act is amended by inserting the words "the National
Treasury" immediately after the words "County Treasury" appearing in paragraph (b).

JUSTIFICATION

To inform the National Treasury.
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CLAUSE 65

THAT, the Bill be amended by deleting clause 65 and substituting therefor the following new clause-

65. Section 187 of the principal Act is amended-

(a)in subsection (l) by inserting the following new paragraph immediately after paragraph (h)-
(i) chairpersons of the Committees of the Council of Governors; and

(b) bV deleting subsection (3).

JUSTIFICATION

This is to include chairpersons of the Council of Governors Committees as substantive members of

IBEC (as per the resolution of IBEC meeting of llth August, 2015).

SIGNED

THE HON. JOSEPH LIMO, MP

CHAIRPERSON

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING
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AGENDA
L Prayers
2. Preliminaries/Introductions
3. Communication from the Chair
4. Confirmation of Minutes
5. Matters Arising
6. Meeting to:-

i. Consider the following issues with Kenya Revenue Authority
a. The general revenue performance to date and strategies put in place to

ensure the revenue targets are metl
b. The actual revenue capacity that the Authority is able to collect for the

current Financial Year;
c. Update on the Integrated Customs Management System;
d. Any legislative intervention that the Authority may require in order to

improve the revenue to GDP ratio; and
e. Update on the 7th Corporate Plan (2019-2021) and its strategic objectives.

ii. Adopt the report on the consideration of the PFM (Amendment) Bill,20l7
iii. Be briefed on the 201912020 Budget Policy Statement by the Parliamentary Budget

Office
7. Adjournment/ Date of the next meeting

MIN.NO.NA/F&NP/2019/016: PRELIMINARIES/COMMUNICATION FROM THE
CHAIRPERSON

The meeting was called to order at 10.25 am with prayer from the Chairperson. The Chairperson

then welcomed the meeting to deliberate on the day's agenda.

MIN.NO.NA/F&NP/20191017 z CONFIRMATION OF MINUTES

Agenda deferred

MIN.NO.NA/F&NP/2019/018: MEETING WITH THE KENYA REVENUE AUTHORITY

The Chairperson informed the meeting that the Committee had received a letter from the Kenya

Revenue Authority requesting the Committee to reschedule the meeting to 12th March, 2019

subject to the availability of the Members since the Commissioner General was out of the

country. The Committee assented to their request to reschedule the meeting to 12ft March, 2}lg.

MIN.NO.NA/F&NP/2019/019: BRIEFING ON THE BUDGET POLICY STATEMENT
BY THE PARLIAMENTARY BUDGET OFFICE
The Committee was briefed by the Parliamentary Budget Office as follows, That -

(i) The Budget policy Statement projects the total revenue in2019120 at KSh. 2,080.9 billion
(18.3% of the GDP) comprising of KSh. 1,877.2 billion of Ordinary Revenue and KSh.

203 billion in A-i-A.
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I (ii) The overall revenue is projected to rise to KSh. 2,718.0 billion in the medium term. It has

been proposed that this will be achieved through the on-going measures on tax policy as

well as enhancement of tax administration and compliance.
(iii) The key programmes and objectives including proposed ceilings for the FY 2019120 for

MDAs under the Committee's purview are as follows:-

a

I

Vote Programme Objective Proposed
Allocation
(KSh.
Millions)

The National
Treasury

General
Planning
Services-
Treasury

Administration,
and Support

National

To enhance institutional and human
resource capacity for quality
delivery of services

KSh. 107,609

Public
Management

Financial To increase the reliability, stability
and soundness of the financial
sector

Economic and Financial
Policy Formulation and
Management

To ensure stable macroeconomic
environment

Market Competition To promote
competition.

and sustain

State Dep. for
Planning &
Statistics

Economic policy and
national planning

To strengthen the linkage
between planning, policy
formulation and budgeting at all
levels of government.

KSh.52,752

National Statistical
Information Services

to enhance evidence based
decision making for
socioeconomic development

Monitoring
Evaluation Systems

and To improve tracking of
implementation of development
policies, strategies, and
programmes and projects

Integrated
Development

Regional To promote equitable and
sustainable basin based
development and land utilization

General Administration,
Planning and Support
Services - Planning

To enhance efficient and effective
service delivery in programmes
implementation

State Dept. Devolution support To effective implementation of the KSh.9.189

t
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for
Devolution

servrces devolved system of government

Management
Intergovernmental
Relations

of To ensure harmonious
intergovernmental relations at
national and county Ievels

Management
Intergovernmental
Relations

of To ensure harmonious
intergovernmental relations at
national and county levels

General Administration,
Planning and Support
Services-Devolution

To provide efficient administrative
services that would ensure effective
execution of technical mandates of
the state department.

Commission
on Revenue
Allocation

Inter government revenue
and financial matters

To ensure equitable vertical and
horizontal sharing of resources;
promote good financial
management; enhance revenue
collection by both levels of
government governments; and
narrow marginalization gap

KSh.438

Salaries and
Remuneration
Commission

Salaries and Benefits
Management in the Public
Service

To ensure a dynamic and
harmonized competitive
remuneration structure in the public
service that rewards productivity,
attract and retains required skills; is

transparent and also fiscally
sustainable

KSh.630

Controller of
Budget

Control and Management
of Public finances.

To promote prudent public
financial management by
authorizing withdrawals from
Public Funds and reporting on
budget implementation to National
and County Governments to
Parliament

KSh.723

a

National Treasury

(iv)The National Treasury intends to implement five (5) programmes. NT made a request of
KSh. 174.3 billion during the Sector Working Groups. However, the BPS 2019 proposed

a ceiling of KSh. 108.1 billion occasioning a resource gap of KSh. 66.7 billion. The

biggest gap is on General Administration, Planning and Support Services whose recurrent

resource gap is about KSh. 45.6 billion.

(v) There are three (3) stalled projects under the National Treasury as follows:-
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a. The upgrading and integration of pension's management whose software and

hardware budget is said to have been moved to the Ministry of Information and

Communication Technology. Total expenditure by June, 2018 was KSh. 170

million whereas the total project cost KSh. 1.09 billion.
b. Installation of security system at Treasury, Bima and Herufi House. The project is

to be implemented in phases and so far, KSh. 315.95 million has been utilized out
of the total project cost of KSh. 984 million. The project is meant to be completed
end ofJune,2020.

c. Infrastructure finance and Public Private Partnership. Out of the total project cost

of KSh. 9.097 billion, only KSh. 2.287 billion has been spent. It is reported that
the new arrangement on the project was signed when the budget process had

already been completed.
(vi)The govefiIment has committed substantial amount of resources towards the leasing of

vehicles for the govemment security agencies. There is need for a comprehensive audit to
ascertain how the programme compares in relation to purchasing of vehicles.

(vii) The implementation of projects under the Public Private Partnerships

arrangements seems to be at slow pace. Therefore, there is need to expedite the

opr:rations under this framework to ensure most capital projects are implemented under
this anangement in order to remove them from the government balance sheet, thus ease

the pressure on borrowing for their financing.

State Department of Planning

(viii) During the Sector Working Groups, the State Department of Planning requested

KSh. 59 billion but the BPS 2019 has proposed to allocate KSh. 52.8 billion which leaves

KSh. 6 million as a resource gap. This is even at the time of carrying out Kenya
Population and Housing Census.

(ix)The State Department for Planning plans to establish the County Planning Offices. This is
a key policy decision that needs to be scrutinized considering the Fourth Schedule with
regard to the planning and statistics functions at both levels and there is also need for
collaboration so as to eliminate duplication.

(x) The planned drafting of the Monitoring and Evaluation Bill together with the pending
process of approving the attendant policy may require to be expedited so as to facilitate
efft:ctive monitoring and evaluation of the government policies, projects and

programmes. This will go a long way in institutionalizing the professional process of
following up of implementation to aid effectual oversight by the legislature.

(xi)The State Department for Planning will be funding the Vision 2030 secretariat and the

Monitoring and Evaluation Department within the Ministry which is principally tasked

with the responsibility of developing indicators and conducting monitoring and
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evaluation of all government projects and programmes. There is also the Delivery Unit at

the Presidency and also the Project Implementation Unit established in the National

Treasury. These are four efforts geared towards achieving the same thing and there needs

to a policy direction as to the funding of these endeavours.

State Department for Devolution

(xii) The State Department for Devolution has a resource requirement of had been of
KSh. I 1.4 billion to implement the three (3) programmes. The BPS has proposed Kshs.

9.2 billion leaving a gap of Kshs. 2.2 billion. The most affected programme is
management of intergovemmental relations by about KSh. 1.1 billion shortfall. However,

this may be closed by reprioritization in the face of resource constraints.

(xiii) The core function of the State Department for Devolution has been training and

capacity building counties for the last six (6) years of implementing devolution. This
period is enough time and hence the capacity building should be down-scaled

substantially in order to channel resources to other more deserving programmes.

Office of the Controller of Budget

(xiv) The BPS 2019 has proposed to allocate the Office of the Controller of Budget

KSh. 723 million out of the requirement of KSh. 751 million. The Commission on

Revenue Allocation will therefore have a resource gap of KSh. I l0 million. This gap may

need to be interrogated to ascertain whether there are key deliverables that may be

compromised or they will still be achieved through prioritization and budget
rationalization.

(xv) The Office of Controller of Budget intends to conduct monitoring and evaluation

of projects in 47 counties and conduct research on budget implementation in addition to
the usual functions of approving exchequer releases and budget implementation
reporting.

(xvi) The Salaries and Remuneration Commission plans to issue Collective Bargaining

Agreement advisories as well as Remuneration and Benefits advisories and circulars

having completed the salary structure for state officers, carrying out compliance audits in
344 counties and MDAs, conducting quarterly wage bill forecasts and drafting
remuneration and benefits Bill.

(xvii) The Commission on Revenue Allocation intends to produce one marginalization
master plan in 2019120, annual recommendation of recurrent ceiling, inducting of County
Budget and Economic Forum, one framework for financing urban areas and cities, a

recommendation for sharing of natural resources revenue and a recommendation of
sharing of revenue between the National and County Governments.
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Members' Deliberations

1. The Committee observed that the time allocated for the consideration of the BPS was

inadequate for proper scrutiny of the policy document. The Committee therefore resolved

to inc.[ude an amendment to the PFM (Amendment) Bill, 2017.

2. The Clommittee noted that the reported Revenue Enhancement Initiatives (REIs) had not

yet been presented for scrutiny and discussed to ascertain their feasibility and efficacy.

3. The rneeting noted with concern that the revenue had underperformed for some time

resultiing in increased borrowing.

4. The nreeting noted that there is a low uptake of PPP funded projects despite the fact that

it is a good way of funding projects. The National Treasury should explain to the

Committee the successes and challenges of PPP and effofts they have put in place to

ensure PPPs framework is adopted.

5. On the leasing of vehicles of security vehicles, the meeting noted that it was important for

the National Treasury to provide an analysis of how the programme compares in relation

to purchasing of vehicles.

6. The meeting further noted that it is important for COB to start analysing and reporting on

the quarterly achievement of targets and key performance indicators. This will facilitate

effective oversight by the legislature.

7. Regarding the wage bill, the meeting noted that the country's wage bill had doubled since

the establishment of the SRC. It is therefore important for SRC to explain why this was

happening contrary to why the Commission was established.

MIN.NO.NAJF&NP/201910202 ADOPTION OF THE REPORT ON THE
CONSIDERATION OF THE PUBLIC FINANCE MANAGEMENT (AMENDMENT)
B[LL,20t7
The Committee adopted the report on the consideration of the Public Finance Management
(Amendment) Bill,20l7 with the following amendments:-
CLAUSE 2

THAT, clause 2 of the Bill be amended by-
(a) inserting the following new paragraphs immediately after paragraph (a)-

(aa)deleting the definition of "National Exchequer Account" and substituting
therefor the following new definition-
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"National Exchequer Account" means the National Exchequer Account or

Accounts referred to in section l7;

JUSTIF'ICATION

This is to align the definition with the proposed amendments in Section llQ) of the Act.

(ab)deleting the definition of "public money" and substituting therefor the

following new definition-

"public money" includes-
(a) all money that comes into possession of, or is distributed by, a

national or county government entity and money raised by a

private body where it is doing so under statutory authority; and
(b) money held by national or county government entities in trust

for third parties and any money that can generate liability for the

Government;

(b) inserting the following new paragraph immediately after paragraph (c)-

(d) by inserting the following new definitions in their proper alphabetical

sequence-
"Consolidated Fund" means the fund established under Article 206(l) of
the Constitution; and

"County Revenue Fund" means the fund established under Article 207(l)
of the Constitution.

JUSTIFICATION

There is need to define the Consolidated Fund and County Revenue Fund and the scope

therefore.

NEW CLAUSE 54.

THAT, the Bill be amended by inserting the following new clause immediately after clause 5-

5AThe principal Act is amended by inserting the following new
section immediately after section l0-

10A. (1) Subject to Article 201 of the
Constitution and the provisions of this Act, each
county assembly shall establish a county assembly
budget office responsible for budget, finance and
economic analysis.
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(2) A county assembly budget office shall exist
as an office in the County Assembly Service and shall
consist of persons appointed on merit by virtue of their
experience in finance, economics and public policy
matters.

(3) A county assembly budget offrce created
under subsection (1) shall-

(a) provide proffesional services in respect of
budget, finance and economic information
to the offices of the County Assembly;

(b) prepare reports on county budgetary
projections and make proposals to the
committees of the county assembly
responsible for budgetary matters;

(c) prepare analyses of specific issues,
including financial risks posed by the
National and County Government policies
and activities to guide the county
assembly;

(d) consider county budget proposals and
economic trends and make
recommendations to the relevant
committee of the County Assembly with
respect to those proposals and trends;

(e) establish and foster relationships with the
National and County Treasury and other
county treasuries, with an interest in
budgetary and socio-economic matters as
it considers appropriate for the efficient
and effective performance of its functions;

(f) subject to Article 35 of the Constitution,
ensure that all reports and other
documents produced by the assembly
office are prepared, published and
publicised not later than fourteen days
after production;

(g) report to the relevant committes of the
county assembly on any Bill that is
submitted to the county assembly and has
an economic and fiscal impact, making
reference to the fiscal responsibility
principles and to the fiscal objectives set
out in the relevant County Budget Policy
Statement; and

(h) propose, where necessary, alternative

9lPage



fiscal framework in repect of any financial
year.

(4) In carrying out its functions under subsection
(3), the county assembly office shall observe the
principles of public finance under Article 201 of the
Constitution.

(5) The Parliamentary Budget Office shall be
reqired to assist and build the capacity of County
Assemblies to anaylse any documents under this Act
and any Regulations on matters Public Finance.

CLAUSE 8

THAT, clause 8 of the Bill be amended by-
(a) deleting paragraph (b) and substituting therefor the following new paragraph-

(b)by deleting subsection (2) and substituting therefor the following new

subsection-

(2) The National Treasury shall maintain the Consolidated Fund in Kenya

Shilling or foreign denominated currency accounts to be known as the

Consolidated Fund Accounts, kept at the Central Bank of Kenya and shall,

subject to Article 206(l) of the Constitution-

(a) include the National Exchequer Accounts, Revenue Collection
Accounts. Receipts into Domestic Debt Accounts, Overdraft Account,
Special Project Deposit Accounts and any other accounts designated
by the Cabinet Secretary;

(b) facilitate payment into that account or accounts all money raised or
received by or on behalf of the national government; and

(c) pay from that National Exchequer Account or National Exchequer
Accounts without undue delay all amounts that are payable for public
services.

(b) inserting the following new paragraphs immediately after paragraph (b)-
(c) by deleting subsection (3) and substituting therefor the following new

subsection-
(3) The National Treasury shall ensure that no National Exchequer

Account is overdrawn at any time;
(d) by deleting subsection (a) and substituting therefor the following new

subsection-

(4) Where a withdrawal from the Consolidated Fund is authorised under

the Constitution or an Act of Parliament for the appropriation of money,

the National Treasury shall make a requisition for the withdrawal and

submit it to the Controller of Budget for approval, which request shall be
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made manually or electronically through a designated form prescribed by
the Cabinet Secretary, provided that inter-account transfers within the

Consolidated Fund Accounts shall require the Controller of Budget's
approval.

(d) by deleting subsection (5) and substituting therefor the following new

subsection-

(5) The approval of a withdrawal from the Consolidated Fund by the

Controller of Budget, together with written instructions from the National
Treasury requesting for the withdrawal, shall be suffrcient authority for the

Central Bank of Kenya to pay amounts from a National Exchequer

Account in accordance with the approval and instructions provided, which
approval or written instructions may be manual or electronic in a form
prescribed by the Cabinet Secretary.

CLAUSE 9

THAT, clause 9 of the Bill be amended by deleting paragraph (a).

JUSTIFICATION

The Parliamentary Service Commission is an independent commission

NEW CLAUSE 9A

THAT, the Bill be amended by inserting the following new clause immediately after clause 9-
9A. Section 25of the principal Act be amended-

(a) in subsection (2) by deleting the expression "15th" and substituting therefor the
expression "1tt"; and

(b) in subsection (7) bV deleting the words "fourteen days" and substituting therefor the
words "thirty days".

JUSTIFICATION

To give Parliament sufficient time to consider the Budget Policy Statement.

98. Section 28 of the principal Act be amended by inserting-
(a) the following new subsections immediately after subsection (1)-

(1A) Any bank account opened under subsection (1), for the primary purpose of
collecting money raised or received by or on behalf of the national government shall be
designated as a Revenue Collection Account and shall be used only for purposes of
collecting money raised or received by or on behalf of the national government.
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(lB) Money paid into a bank account designated as Revenue Collection Account
shall be promptly credited into a National Exchequer Account and shall be withdrawn in
accordance with Articl e 206 of the Constitution and Section 1 7 of the Act.

(lC) For avoidance of doubt, no expenditure shall be paid out of a bank account
designated as a Revenue Collection Account except as otherwise authorized by law.

(lD) Each financial year, an Accounting Officer of a national govemment entity
shall prepare and submit to the National Treasury a record of all bank accounts operated
by that entity during the year, with a copy to the Controller of Budget and the Auditor
General.

JUSTIFICATION

To ensure accountability.

(b) the word "system" immediately after the words "Treasury Single Account" appearing in
subsection (2);

(c) the word "system" immediately after the words "Treasury Single Account" appearing in
subsection (2); and

JUSTIFICATION

This is to clarify that the Treasury Single Account is a system of accounts and not a single
account.

CLAUSE 10

THAT, the Bill be amended by deleting clause 10.

JUSTIFICATION

The National Treasury should be providing quarterly reports as has been the practice.

CLAUSE T3

THAT, the Bill be amended by deleting clause 13.

JUSTIFICATION

The National Treasury should take responsibility because they fund the projects.

CLAUSE 18

THAT, Section 78 of the principal Act is amended by-
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(a) renumbering section 78 as 78(l);
(b) inserting the following new subsection immediately after subsection (1)-

(2) Notwithstanding subsection (1), the Kenya Revenue Authority may delegate its
revenue collection responsibility to other agents.

JUSTIFICATION

To increase efficiency in revenue collection.

CLAUSE 35

THAT, clause 35 of the Bill be amended-

(a) by deleting paragraph (a) and substituting therefor the following new paragraph-
(a)by deleting subsection (2) and substituting therefor the following subsection-

(2) Each County Treasury shall establish a Treasury Single Account
system at the Central Bank of Kenya through which payments of money to
and by the various county government entities are to be made.

(b) inserting the following new paragraphs immediately after paragraph (a) -(aa) by inserting the following new subsection immediately after subsection (2)-
(2A) The County Treasury Single Account system shall include the
County Revenue Fund accounts referred to in section 109(2), county
department accounts and any other account designated by the County
Treasury.

(ab) by deleting subsection (3) and substituting therefor the following
subsection-

(3) The Treasury Single Account system shall not be operated in any
manner that prejudices any entity to which funds have been disbursed.

CLAUSE 36

THAT, the Bill be amended by deleting clause 36 and substituting therefor the following new
clause-

36. The principal Act is amended by inserting the following new clause immediately after

section I 19-

1l9A(1) Subject to the provisions of section l19, a County Treasury may authorize a
county government entity, including a county assembly to open and operate bank accounts only
at the Central Bank of Kenya except-

(a) an imprest bank account which may be opened in a commercial bank account to facilitate
the day to day operation ofoffices, provided the balance for the account shall not exceed
a limit set by the Cabinet Secretary;

(b) a revenue collection account to facilitate receipt and transfer of revenue to the relevant
County Revenue Fund;
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(c) a bank account relating to a county public fund established pursuant to section 116 to
facilitate administration of the fund; and

(d) any other bank account authorized by the Cabinet Secretary to opened in a commercial
bank.

(2) Any bank account opened under subsection (l), for the primary purpose of collecting
money raised or received by'or on behalf of the county government shall b-e designated as a
Couniy Revenue Collection Account and shall be used only for the purposes of collecting money
raised or received by or on behalf of the county government.

(3) Money paid into a bank account designated AS a County Revenue Collection Account
shall be promptly credited into the Account and shall be used and accounted
for in accordance with Article20T of the and section 109.

(a) No expenditure shall be paid out of a bank account designated as County Revenue
Collection Account except as otherwise authorized by law.

(5) The County Treasury may prescribe the banking rules and the maximum balance
which may be held in any official County Treasury Single Account sub-account or other bank
accounts, and if at any time this balance seems likely to be exceeded, the officer operating the
accounts shall consult the County Treasury on the action to be taken.

(6) No official county government bank account shall be overdrawn, nor shall any
advance or loan be obtained from a bank account for official purposes beyond the limit
authorized by the County Treasury in line with section 119(4) and the authority shall be
conveyed in writing.

(7) An accounting officer of a county shall, for each quarter of a financial year, prepare

and submit to the CountyTreasury a record of all bank accounts operated by the entity during the
year, with a copy to the Controller of Budget, the Auditor General, and the National Treasury.

CLAUSE 41

THAT, the Bill be amended by deleting clause 41 and substituting therefor the following new

clause_

41. Section 129 of the principal act is amended-

(a) deleting subsection (l)
JUSTIFICATION
The amendment will expose the County Assembly to another level of control by the
executive yet the assemblies already have ceilings.

(b) in subsection (3) by inserting the words "by 30th March each year" immediately after the

words "member for finance."
JUSTIFICATION
Introduction of timelines for the submission of budget estimates to the Assembly.

CLAUSE 42

THAT, clause 42(c) of the Bill be amended in the proposed new subsection (7) by inserting the

words "Controller of Budget and the Senate" immediately after the words "National Treasury."

JUSTIFICATION

1
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This is to inform the Controller of Budget and the Senate about the budget estimates
approved by each County Assembly.

NEW CLAUSE 12

THAT the Bill be amended by inserting the following new clauses immediately after clause 12-

12A. Section 39 of the Principal Act is amended by deleting the words "except the Finance Bill"
appearing immediately after the words "relevant Bills".

128. The principal Act is amended by inserting the following new section immediately after
section 39-

39A. (1) Not later than seven days after the estimates of revenue and expenditure are

submitted to the National Assembly, the Cabinet Secretary shall submit to National Assembly
the Finance Bill, setting out the revenue raising measures for the National Government.

(2) Following submission of the Finance Bill by the Cabinet Secretary, the relevant
committee of the National Assembly shall introduce the Bill in the National Assembly, together
with the report of the Committee on the Bill.

(3) The National Assembly shall consider and pass the Finance Bill, with or without
amendments, in time for it to be assented to by 30th June each year.

(4) Any recommendations made by the relevant committee of the National Assembly or
adopted by the National Assembly on revenue matters shall-

(a) ensure that the total amount of revenue raised is consistent with the approved fiscal
framework and the Division of Revenue Act;

(b) take into account the principles of equity, certainty and ease of collection;

(c) consider the impact of the proposed changes on the composition of the tax revenue with
reference to direct and indirect taxes;

(d) consider domestic, regional and international tax trends;

(e) consider the impact on development, investment, employment and economic growth;

(f) take into account the recommendations of the Cabinet Secretary as provided under Article
I l4 of the Constitution; and

(g) take into account the taxation and other tariff arrangements and obligations that Kenya
has ratified, including taxation and tariff arrangements under the East African
Community Treaty.
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(5) The recommendation of the Cabinet Secretary in subsection (4) (f) shall be included in
the report and tabled in the National Assembly.

JUSTIFICATION

1. This is to ensure that the Budget is prepared in accordance with the available

resources.

2. To ensure that the government collects revenue at the beginning of the Financial
Year since the Appropriations Bill will be signed together with the Finance Bill.

NEW CLAUSE 424

THAT, the Bill be amended by inserting the following new clause immediately after clause 42-

42A. The principal Act is amended by inserting the following new section immediately
after section l3 l-

131A.The Committee of a County Assembly established to deal with county budgetary
matters has responsibility for the following matters, in addition to the functions set out in the
respective County's Standing Orders-

(a) discuss and review the County Budget Policy Statement and county budget
estimates and make recommendations to the county assembly;

(b) provide general direction on county budgetary matters;
(c) monitor all county budgetary matters falling within the competence of the County

assembly under this Act and report on those matters to the County assembly; and
(d) review and scrutiny of relevant planning and budget documents before the county

Assemblies.

NEW CLAUSE 54

THAT, the Bill be amended by inserting the following new clause immediately after clause 54-

54A. Section 164(4) of the principal Act is amended by inserting the words "the National
Treasury" immediately after the words "County Treasury" appearing in paragraph (b).

JUSTIFICATION

To inform the National Treasury.

CLAUSE 65

THAT, the Bill be amended by deleting clause 65 and substituting therefor the following new

clause-

65. Section 187 of the principal Act is amended-

(a)in subsection (1) by inserting the following new paragraph immediately after
paragraph (h)-
(i) chairpersons of the Committees of the Council of Governors; and

(b) bV deleting subsection (3).

t
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JUSTIFICATION

This is to include chairmen of the Council of Governors Committees as substantive

members of IBEC (as per the resolution of IBEC meeting of llth August,2015).

MIN.NO.NA/F&NP/2 019 I 021 z ANY OTHER MEETING

1. The Secretariat was directed to request the Kenya Revenue Authority to provide an data

on the ethnicity of their management since there are allegations that most of the people in

their management are from one community.

2. The Secretariat was tasked to prepare a brief on the Medium Term Debt Management

Strategies.

MIN.NO.NAJF&NP/201910222 ADJOURNMENT/ DATE OF THE NEXT MEETING

There being no other business to deliberate on, the meeting was adjourned at 1.45 p.m. The next
meeting will be held on Wednesday, 20th February,2019.

HON. JOSEPH K. LIMO, MP

(cHATRPERSOT9

SIGNED .D^rL..24.*/*r.q..
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a IVIINUTES OF THE 32N' SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD ON MONDAY, 21ST MAY, 2018 IN

THE 2ND FLooR, CoNTINENTAL HousE AT 2.30PM

PRESENT

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

2. Hon. Isaac W. Ndirangu, MP- Vice Chairperson

3. Hon. Jimmy O. AngwenYi, MP

4. Hon. Abdul Rahim Dawood, MP

5. Hon. Daniel E. Nanok, MP

6. Hon. Andrew A. Okuome, MP

7. Hon. David M. Mboni, MP

8. Hon. Lydia H. Mizighi, MP

9. Hon. Stanley M. Muthama, MP

APOLOGY

1. Hon. Alfred Sambu, MP

2. Hon. Dr. Enoch Kibunguchy, MP

3. Hon. Shakeel Shabbir Ahmed, MP

4. Hon. Joseph M. OYula, MP

5. Hon. Francis K. Kimani, MP

6. Hon. Joshua C. Kandie, MP

7. Hon. Mohamed A. Mohamed, MP

8. Hon. Purity W. Ngirici, MP

9. Hon. Samuel Atandi, MP

INATTENDANCE

SECRETARIAT

1. Ms. Leah Mwaura

2. Ms. Laureen Wesonga

3. Ms. Lynette Otieno

4. Mr. Abdirahman Gorod

5. Mr. Chelang'a MaiYo

6. Mr. Collins Mahamba

First Clerk Assistant/Lead Clerk

Third Clerk Assistant

Legal Counsel

Fiscal Analyst

Research and PolicY AnalYst

Audio Officer

Agenda

1.
)

Prayers
Preliminaries/Introductions
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3. Communication from the Chair
4. Bills
5. Petitions
6. Papers

7. Personal statement (Members Only)
8. Confirmation of Minutes
9. Matters Arising
10. Meeting to deliberate on the Committee's amendments to the Public Finance

Management (Amendment) Bill, 2017

11. Adjournment

MIN.NO. 1 64!DC-F t20 I 8 :PRELIMINARIES/COMMUNICATION
CHAIRPERSON

FROM THE

The meeting was called to order at 2:55 p.m with prayer from the Hon. Andrew Okuome, MP

The Chairperson then welcomed the meeting to deliberate on the day's agenda.

MIN.NO.I 65tDC-Ft2018: CONFIRMATION OF MINUTES

Agenda deferred

MIN.NO.166/DC-F/2018: MEETING TO DELIBERATE ON THE COMMITTEE'S
AMENDMENTS TO TIIE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL,
2017
The meeting agreed on the following amendments to the Public Finance Management

(Amendment) Bill,2017
CLAUSE 37

Agreed to

CLAUSE 38

Agreed to

CLAUSE 39

Agreed to

CLAUSE 40

Agreed to

CLAUSE 41

THAT, the Bill be amended by deleting clause 41 and substituting therefor the following new

clause-

41. Section 129 of the principal act is amended-
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(a) in subsection (l)by deleting the words "excluding the county assembly" appearing in

paragaph (a);

(b) in subsection (3)by inserting the words "by 30th March each year" immediately after the

words "member for finance."

CLAUSE 42

THAT, clause 42(c) ofthe Bill be amended in the proposed new subsection (7) by inserting the

words'oand the Senate" immediately after the words "National Treasury'"

NEW CLAUSE 42A

THAT, the Bill be amended by inserting the following new clause immediately after clause 42-

54A. The principal Act is amended by inserting the following new section immediately

after section 131-
131A.The Committee of a county Assembly established to deal with county budgetary

matters has responriuility ior the following matteri, in addition to the functions set out in the

respective County's Standing Orders-

(a) discuss and review the County budget- Policy Statement and county budget

estimates and make recommendations to the county assembly;

(b) provide general direction on county budg-etary malterfi
(c) *onitor?.o""ty budgetary matters falling within the competence of the County

*r.*UtV under this Act"andieport on those rnatters to the County assembly; and

(d) review and scrutiny of relevani planning and budget documents before the county

Assemblies.

CLAUSE 43

Agreed to

CLAUSE 44

Agreed to

CLAUSE 45

Agreed to

CLAUSE 46

Agreed to

CLAUSE 47

Agreed to

CLAUSE 48
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Agreed to

CLAUSE 49

Agreed to

CLAUSE 50

Agreed to

CLAUSE 51

Agreed to

CLAUSE 52

Agreed to

CLAUSE 53

Agreed to

I\'EW CLAUSE 54

THAT, the Bitl be arnended by inserting the following new clause immediately after clause 54-

54.d Section 164(4) ofthe principal Act is arnended by inserting the words "the National

Treasury" irnmediately after the words "County Treasury" appearing in paragraph (b).

CLAUSE 55

Agreed to

CLAUSE 56

Agreed to

CLAUSE 57

Agreed to

CLAUSE 58

Agreed to

CLAUSE 59

Agreed to

CLAUSE 60

Agreed to

a
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CLAUSE 61

Agreed to

CLAUSE 62

Agreed to

CLAUSE 63

Agreed to

CLAUSE 64

Agreed to

CLAUSE 65

THAT, the Bill be amended by deleting clause 65 and substituting therefor the following new

clause-

65. Section 187 of the principal Act is amended-

(a) in subsection (1) by inserting the following new paragraph immediately after

paragraph (h)-
(i) chairpersons of the committees of the council of Governors; and

(b) bV deleting subsection (3)'

CLAUSE 66

Agreed to

CLAUSE 67

Agreed to

CLAUSE 68

Agreed to

MIN.NO.I 67 ]DC-F t2018: ANY OTHER BUSINESS

The Chairperson informed the meeting that the Committee had several Petitions that had been

referred to the committee which were yet to be considered. The Secretariat was directed to

prepare a brief on each of the Petitions'

MIN.NO.I 68!DC-F 12018: ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 1'30pm' The next

meeting will be held on 22'd May,2018 at 10'00am'

5lPage
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HON. JOSEPH K. LIMO, MP

(cHAIRPERSON)
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t I 2. Members unanimously agreed to support the CGRSB and the anrendments contained in

the report. The Committee also unanimously agreed to also table the CPSB with a

proposaltohavetheBillwithdrawntoallowtheCGRsBtoproceedtotheremaining
processes'

MIN.NO.I88IDC-FI2O18: CONSIDERATION AND ADOPTION THE REPORT ON THE

PUBLICFINANCEMANAGEMENT(AMENDMENT)B|LL,2017

The meeting deliberated and agreed that clause 10A(3) should be deleted and a New clause

13 1B inserted to provide for the establishment of the county Fiscal Bureau'

The rest of the clauses were put on hold to be deliberated on in another sitting'

MIN.NO. I 89 IDC-F 120 1 8 : ADJOURNMENT

The meeting was adjourned at2.05pm. The next meeting will be held on 7th June, 2018 at 10'00

am

HON. JOSEPH K. LIMO, MP

(cHAIRPERSON)

e
SIGNED ..DATE

,
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IVTINUTES OF THE 3IST SITTING OF THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PLANNING HELD ON THURSDAY, 17TH MAY, 2018 IN

4m FLooR, CONTINENTAL HOUSE AT II.()OAM

PRESENT

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

2. Hon. Isaac W. Ndirangu, MP- Vice Chairperson

3. Hon. JimmY O. AngwenYi, MP

4. Hon. Shakeel Shabbir Ahmed, MP

5. Hon. Abdul Rahim Dawood, MP

6. Hon. Andrew A. Okuome, MP

7. Hon. JosePh M' OYula MP

8. Hon. Samuel Atandi, MP

APOLOGY

1. Hon. Alfred Sambu, MP

2. Hon. Dr. Enoch Kibunguchy, MP

3. Hon. Daniel E. Nanok, MP

4. Hon. David M. Mboni, MP

5. Hon. Francis K. Kimani, MP

6. Hon. Joshua C. Kandie, MP

7. Hon. Lydia H. Mizighi, MP

8. Hon. Mohamed A. Mohamed, MP

g. Hon. Purity W. Ngirici, MP

10. Hon. StanleY M. Muthama, MP

INATTENDANCE

SECRETARIAT

1. Ms. Leah Mwaura

2. Ms. Laureen Wesonga

3. Ms. Lynette Otieno

4. Mr. Abdirahman Gorod

5. Mr. Joshua Lenambeti

6. Mr. Collins Mahamba

First Clerk Assistant/Lead Clerk

Third Clerk Assistant

Legal Counsel

Fiscal AnalYst

Serjeant-At-Arms
Audio Officer
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Agenda

l. Prayers
2. Preliminaries/Introductions
3. Communication from the Chair
4. Bills
5. Petitions
6. Papers

7. Personal statement (Members Only)
8. Confirmation of Minutes
9. Matters Arising
10. Meeting to deliberate on the Committee's amendments to the Public Finance

Management (Amendment) Bill' 2017
1 1. Adjoumment

MIN.NO. 1 60 |DC-F 120 I 8 : PRELIMINARIES/COMMUNICATION
CHAIRPERSON

FROM THE

The meeting was called to order at I 1:50 p.m with prayer from the Chairperson. The Chairperson

then welcomed the meeting to deliberate on the day's agenda.

MIN.NO. 1 6l tD C-F 120 1 8 : CONFIRMATION OF MINUTES

Agenda deferred

MIN.NO.162tDC-Fl20l8z MEETING TO DELIBERATE ON THE COMMITTEE'S
AMENDMENTS TO THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL,
2017
The meeting deliberated on the additional amendments by the National Treasury and agreed as

follows:-
CLAUSE 1

Agreed to

CLAUSE 2

THAT, clause 2 of the Bill be amended by-

(a) inserting the following new paragraphs immediately after paragraph (aF

(aa)deleting the definition of "National Exchequer Account" and substituting

therefor the following new definition-

"National Exchequer Account" means the National Exchequer Account or

Accounts referred to in section 17;
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(ab)deleting the definition of "public money" and substituting therefor the

following new definition-

"public moneY" includes-
(a) all money that comes into possession of, or is distributed by, a

national or county government entity and money raised by a

private body wheie it is doing so under statutory authority; and

(b)moneyheldbynationalorcountygovemmententitiesintrust
for third parties and any money that can genelate liability for the

Government;

(b) inserting the following new paragraph immediately after paragraph (c}-

(d) by inserting the following new definitions in their proper alphabetical

sequence-
,,Consolidated Fund" means the fund established under Article 206(1) of

the Constitution; and

,,county Revenue Fund" means the fund established under Article 207(l)

of the Constitution.

CLAUSE 3

Agreed to

CLAUSE 4

Agreed to

NEW CLAUSE 5A

THAT, the Bilt be amended by inserting the following new clause immediately after clause 5-

SA.The principal Act is amended by inserting the following new

section immediately after section 10-
10A. (1) Subject to Article 201 of the

Constitution'andtheprovisionsofthisAct,each
county assembly shall establish a county assembly

budget offrce iesponsible for budget, finance and

economic analYsis.

(2) A county assembly budget 9ffic.e shall exist

ur*o'ff..intheCountyAssemblyServiceandshall
consist of persons appointed on merit by virtue of their

experience in finanCe, economics and public policy

matters.

(3) A county assembly budget office created

under subsection (1) shall-

(a) provide professional services in respect of
tudget, finance and economic information
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to the offrces of the County Assembly;

(b) prepare reports on county budgetary
projections and make proposals to the
commiffees of the county assembly
responsible for budgetary matters;

(c) prepare analyses of specific issues,
including financial risks posed by the
National and County Government policies
and activities to guide the county
assembly;

(d) consider county budget proposals and
economic trends and make
recommendations to the relevant
committee of the County Assembly with
respect to those proposals and trends;

(e) establish and foster relationships with the
National and County Treasury and other
county treasuries, with an interest in
budgetary and socio-economic matters as

it considers appropriate for the efficient
and effective performance of its functions;

(f) subject to Article 35 of the Constitution,
ensure that all reports and other
documents produced by the assembly
office are prepared, published and
publicised not later than fourteen days
after production;

(g) report to the relevant committes of the
county assembly on any Bill that is
submitted to the county assembly and has
an economic and fiscal impact, making
reference to the fiscal responsibility
principles and to the fiscal objectives set
out in the relevant County Budget Policy
Statement; and

(h) propose, where necessary, altemative
fiscal framework in repect of any financial
year.

(a) In carrying out its functions under subsection
(3), the county assembly offrce shall observe the
principles of public finance under Article 201 of the
Constitution.

(5) The Parliamentary Budget Office shall be
required to assist and build the capacity of County
Assemblies to anaylse any documents under this Act
and any Regulations on matters Public Finance.

ra
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CLAUSE 6

Agreed to

CLAUSE 7

Agreed to

CLAUSE 8

THAT, clause 8 of the Bill be amended by-

(a) deleting paragraph (b) and substituting therefor the following new paragraph-

(b)by aeteting subsection O) and substituting therefor the following new

subsection-

(2) The National Treasury shall maintain the Consolidated Fund in Kenya

Shilling or foreign denominated currency accounts to be known as the

Consolidated Fund Accounts, kept at the Central Bank of Kenya and shall'

subject to Article 206(1) of the Constitution-

(a) include the National Exchequer Accounts, Revenue collection

Accounts. Receipts into Domestic Debt Accounts, Overdraft Account,

Special Project beposit Accounts and any other accounts designated

by the Cabinet SecretarY;

(b) facilitate payment into that account or accounts all money raised or

received by o, on behalf of the national government; and

(") pu, from ihat National Exchequer Account or National Exchequer
' 

i"counts without undue delay all amounts that are payable for public

services.

(b) inserting the following new paragraphs immediately after paragraph (b)-

(c) by deleting subsection (3) and substituting therefor the following new

subsebtion-

(3)The National Treasury shall ensure that no National Exchequer

Account is overdrawn at anY time;

(d) by deleting subsection (4) and substituting therefor the following new

subsection-

(4) Where a withdrawal from the Consolidated Fund is authorised under

the Constitution or an Act of Parliament for the appropriation of money,

the National Treasury shall make a requisition for the withdrawal and

submit it to the Controller of Budget for approval, which request shall be

made manually or electronically through a designated form prescribed by

the Cabinet Secretary, provided that inter-account transfers within the
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Consolidated Fund Accounts shall require the Controller of Budget's

approval.

(d) by deleting subsection (5) and substituting therefor the following new

subsection-

(5) The approval of a withdrawal from the Consolidated Fund by the

Controller of Budget, together with written instructions from the National

Treasury requesting for the withdrawal, shall be sufficient authority for the

Central Bank of Kenya to pay amounts from a National Exchequer

Account in accordance with the approval and instructions provided, which

approval or written instructions may be manual or electronic in a form

prescribed by the Cabinet Secretary.

CLAUSE 9

THAT, clause 9 of the Bill be amended by deleting paragraph (a).

NEW CLAUSE 9A

THAT, the Bill be amended by inserting the following new clause immediately after clause 9-

9A.. Section 25of the principal Act be amended-

(a) in subsection (2) bV deleting the expression "15th" and substituting therefor the

expression "Itt";and

(b) in subsection (7) bV deleting the words "fourteen days"' and substituting therefor the
words "thirty days".

98. Section 28 of the principal Act be amended by inserting-

(a) the following new subsections immediately after subsection (lF
(1A) Any bank account opened under subsection (1), for the primary purpose of

collecting money raised or received by or on behalf of the national government shall be

designated as a Revenue Collection Account and shall be used only for purposes of
collecting money raised or received by or on behalf of the national government.

(l8)Money paid into a bank account designated as Revenue Collection Account

shall be promptly credited into a National Exchequer Account and shall be withdrawn in
accordance with Article 206 of the Constitution and Section 17 of the Act.

(lC)For avoidance of doubt, no expenditure shall be paid out of a bank account

designated as a Revenue Collection Account except as otherwise authorized by law

except as otherwise

(lD) Each financial year, an Accounting Officer of a national govemment entity

shall prepare and submit to the National Treasury a record of a national government
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entity shall prepare and submit to the National Treasury a record of all bank accounts

operated by that entity during the year, with a copy to the Controller of Budget and the

Auditor General.

(b) the word,.system" immediately after the words "Treasury Single Account" appearing in

subsection (2);

(c) the word "system" immediately after the words "Treasury Single Account" appearing in

subsection (2); and

CLAUSE 10

THAT, the Bill be amended by deleting clause 10'

CLAUSE 11

THAT, the Bill be amended by deleting clause 1 1'

CLAUSE 12

Agreed to

CLAUSE 13

THAT, the Bilt be amended by deleting clause 13'

CLAUSE 14

Agreed to

CLAUSE 15

Agreed to

CI,AUSE 16

Agreed to

CLAUSE 17

Agreed to

CLAUSE 18

THAT, the Bill be amended by deleting clause 18 and substituting therefor the following new

clause-

(d) inserting the following new. subsection immediately ut-tt subsection (2>-
(2A) The Tt;;".y Single Account system shall include the Consolidated Fund

Accounti under section 17(2), including accounts of State Departnents'

t
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18. Section 78 of the principal Act is amended by-
(a) renumbering section 78 as 78(1);

(b) inserting the following new subsection immediately after subsection (lF

(2) Notrritlrstanding subsection (l), the Kenya Revenue Authority may delegate its

revetrue collection responsibility to other agents.

(

+

I

a

CLAUSE 19

Agreed to

CLAUSE 20

i , Agreed to

CLAUSE 21

Agreed to

CLAUSE 22

Agreed to

CLAUSE 23

Agreed to

CLAUSE 24

Agreed to

CLAUSE 25

Agreed to

r

a

CLAUSE 26

Agreed to

CLAUSE 27

Agreed to

CLAUSE 28

Agreed to

CLAUSE 29

Agreed to

CLAUSE 30
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Agreed to

CLAI.]SE 3I
Agreed to

CLAUSE 32

Agreed to

CLAUSE 33

Agreed to

CLAUSE 34

Agreed to

CLAUSE 35

THAT, clause 35 of the Bitl be amended-

(a) by deleting paragraph (a) and substituting therefor the following new paragraph-

(a) by deleting subsection (2) and substituting therefor the following subsection-

(2) Each County Treasury shall establish a Treasury Single Account

system at the Central Bank of Kenya through which payments of money to

and by the various county government entities are to be made.

(b) inserting the following new paragraphs immediately after paragraph (a) -
(aa) by inserting the following new subsection immediately after subsection (2)-

(2A)The County Treasury Single Account system shall include the County

Revenue Fund accounts referred to in section 109(2), county department

accounts and any other account designated by the County Treasury'

(ab)by deleting subsection (3) and

subsection-

substituting therefor the following

(3)The Treasury Single Account system shall not be operated in any

manner that prejudices any entity to which funds have been disbursed'

CLAUSE 36

THAT, the Bill be amended by deleting clause 36 and substituting therefor the following new

clause-

36. The principal Act is amended by inserting the following new clause immediately after

section 119-
9lPage



119A.(l)Subject to the provisions of section 119, a County Treasury may authorize a

county government entity, including a county assembly to open and operate bank accounts only

at the Central Bank of Kenya except-

(a) an imprest bank account which may be opened in a commercial bank accotrnt to facilitate

the day to day operation of offices, provided the balance for the account shall not exceed

a limit set by the Cabinet Secretary;

(b) a revenue collection account to facilitate receipt and transfer of revenue to the relevant

County Revenue Fund;

(c) a bank account relating to a county public fund established pursuant to section 116 to

facilitate administration of the fund; and

(d) any other bank account authorized by the Cabinet Seuetary to opened in a commercial

bank.

(2) AnV bank account opened under subsection (1), for the primary purpose of collecting

money raised or received by or on behalf of the county goverrlment shall be designated as a

County Revenue Collection Account and shall be used only for the purposes of collecting money

raised or received by or on behalf of the county government'

(3) Money paid into a bank account designated as a County Revenue Collection Account

shall be promptly credited into the County Exchequer Account and shall be used and accounted

for in accordance with Articl e 207 of the Constitution and section 109.

(4) No expenditure shall be paid out of a bank account designated as County Revenue

Collection Account except as otherwise authorized by law.

(5) The County Treasury may prescribe the banking rules and the maximum balance

which may be held in any official County Treasury Single Account sub-account or other bank

accounts, and if at any time this balance seems likely to be exceeded, the officer operating the

accounts shall consult the County Treasury on the action to be taken.

(6) No official county government bank account shall be overdrawn, nor shall any

advance or loan be obtained from a bank account for official purposes beyond the limit

authorized by the County Treasury in line with section 119(a) and the authority shall be

conveyed in writing.

(7) An accounting offrcer of a county shall, for each quarter of a financial year, prepare

and submit to the County Treasury a record of all bank accounts operated by the entity during the

year, with a copy to the Controller of Budget, the Auditor General, and the National Treasury.

MIN.NO. 1 63 !DC-F 120 I 8 : ADJOURNMENT
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There being no other business to deliberate on, the meeting was adjourned at 1'30pm' The next

meeting will be at 3.30Pm.

HON. JOSEPH K. LIMO, MP

(cHAIRPERSOI{)
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' MII.{UTES OF THE 15TI{ SITTING OF THE DEPARTMENTAL C0MMITTEE oN FINANCE
AND NATIONAL PLANNING HELD ON WEDNEDAY, 28TH MARCH, 2018 IN CSMMITTEE
ROOM 7, MAIN PARLIAMENT BUILDING AT 3.3OPM

PRESENT

l. Hon. Joseph K. Limo, Mp - Chairperson
2. Hon. Isaac W. Ndirangu, Mp- Vice Chairperson
3. Hon. Jimmy O. Angwenyi, Mp
4. Hon. Daniel E. Nanok, Mp
5. Hon. Andrew A. Okuome, Mp
6. Hon. Joseph M. Oyula, Mp
7. Hon. Joshua C. Kandie, Mp
8. Hon. Samuel Atandi, Mp
9. Hon. David M. Mboni, Mp
10. Hon. Lydia H. Mizighi, Mp
I l. Hon. Purity W. Ngirici, Mp
12. Hon. Mohamed A. Mohamed, Mp
13. Hon. Stanley M. Muthama, Mp

APOLOGY

1. Hon. Alfred Sambu, Mp
2. Hon. Dr. Enoch Kibunguchy, Mp
3. Hon. Shakeel Shabbir Ahmed, Mp
4. Hon. AbdulRahim Dawood, Mp
5. Hon. Francis K. Kimani, Mp

INATTENDANCE

SECRETARIAT

I

I

l. Mr. Robert Nyaga
2. Ms. Leah Mwaura
3. Ms. Laureen Wesonga
4. Mr. Josephat Motonu
5. Ms. Lynette Otieno
6. Mr. Joshua Lenambeti
7. Mr. Collins Mahamba

THE NATIONAL TREASURY
l. Hon. Nelson Gaichuhie
2. Mr. Benard Ndungu
3. Eng. Stanley Kamau
4. Mr. Eric Korir

Deputy Director, PBO
First Clerk AssistanV Lead Clerk
Third Clerk Assistant
Fiscal Analyst II
Legal Counsel II
Serjeant-At-Arms
Audio Officer

CAS NationalTreasury
Director General, National Treasury
Director, PPP tinit
Ag, Director, PPP Unit
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5. Mr. Albert Mwenda
6. Mr. Ronor Tuimising
7. Ms. Felister Munyua
8. Mr. Brian Cheruiyot

Ag. Director, National Treasury
Legal Expert, PPP Unit
County Advisor, PPP Unit
Ecouomist

t
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Agenda

L Prayers
2. Preliminaries/Introductions
3. Communication from the Chair
4. Bills
5. Petitions
6. Papers
7. Personal statement (Members Only)
8. Confirmation of Minutes
9. Matters Arising
10. Meeting with the National Treasury to consider Treasury's amendments to the following Bills:-i. The Public Private Partnerships (Amendment) Bill,20l7

ii. The Public Finance Management (Amendment) Bill,20l7
I l. Adjournment

MIN.NO.O7 1IDC-F I2OI8 :PRELIMINARIES/COMMUNICATION FRoM THE CHAIRPERSoN

The meeting was called to order at 04:00 p.m with prayer from the Hon. Isaac Ndirangu, Mp. The
Chairperson tlten welcomed the officers from the Parliamentary Budget Office to present their comments
on the proposed amendments by the National Treasury.

MIN.NO.076{DC-F 12018: CONFIRMATION OF MINUTES

Agenda deferred

MIN.NO.O77IDC-F/2018: COMMENTS BY THB PARLIAMENTARY BUDGET oF.FICE oN
THE PROPOSED AMENDMENTS BY THE NATIONAL TREASURY
The Parliamentary Budget Office rnade the following presentation to the meeting; That:-

The proposed amendment in Section 2 of the Principal Act amends the definition of short term

borrowing to specifu that it is only the Central Bank of Kenya that will be allowed to issue overdrafts

and not other banks. Tltis is meant to curtail tlie practice of national government and most county

governments which borrow from commercial banks for short term cash flow management leading to
unchecked exposure to interest rate risks.

2. Inclusion of Parliament in the establishrnent of county entities (clause 3) - curreptly, parliament is

not involved whenever a county government establishes a county government entity. The approval

process involves the CEC and tlre County Assembly. Therefore the anrendment to include parliament
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*ill ensure that there are proper checks and balances in the establishrnent of public entities at

counties.

3' Amendmentof Section l0ofthePrincipal Actontheworkandfunctionsof pBo(clause5)-there

are three main issues covered here. First is the actualization of the smooth implementation of Article
I l4 of the Constitution on processing of "money Bills" in line with the already established best

practice. The second aspect relates to additional functions of pBO which are: to undertake

monitoring anLd evaluation of government programmes and projects to inform legislative economic
analysis, production of the Budget Options paper to guide the legislature in scrutinizipg the Budget
Policy Statement and analysis of the County Fiscal Strategy Papers to inform respective Committees
of Parliarnent with regard to broad policy goals and strategic objectives overarching tle budget in the

county government' The third issue relates to providing a framework of access to information that is
requisite in conducting various analyses in the performance of the statutory functions.

4' Curtailing procurement of developnrent vote three (3) months to a general election (clause g) - the
proposed amendment restricts any procurement of capital vote for the national and county
government and their respective entities within three months prior to a general election unless there
is authorization by the National Treasuty. This is to control development commitment for both levels
of government during the transition period, tliereby managing any attendant risk that may occur
during that period.

5. Changing quarterly reporting to 3 reports annually (clause l0) - curently, the National Treasury
releases Quartorly Economic and Budgetary Review. The proposed amendment implies that
documents will be released thrice a year as opposed to four times. However, the controller of budget

reports on budg,et implementation on a quarterly basis and it is imperative for retention of the current
status where thr: reporting is done at the same time. This will ensure harmonization and comparison

of the information published by these two institutions to ensure consistency.

6. Gazettement o1'Exchequer issues by prograrnmes and projects (clause 13) - this amendment

provides for the monthly publication of the Exchequer releases to be done at the level of programmes

and projects. This will improve transparency and accountability in the utilization of public resources

by budget implemerrting agencies, ultimately facilitating effective oversight by the legislature.

7. Accounting officer to monitor both financial and non-financial perforrnance (clause l5) - the

proposed amendment provides for the respective accounting officers in various government entities

to not ottly monitor the financial performance of their entities but also go further and monitor non-
financialperfornrance. This willguarantee value for money in the provision of public services.
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8. Introduction of a possibility of other collectors of revenue other than KRA (cla,se l8) - the proposed

amendment indicate that there could be other collectors of revenue in addition to the Kenya Revenue

Authority. Perhaps, tlte focus is the collection of various earmarked rever"lLles but the utilization of
economies of scale may be realized when the already established revenue agency will be engaged

because ofthe established structures and cornpetencies.

9. The respective Cabinet Secretaries to oversight government-linked corporatio,s (clause 21 -22) -
this amendment provides for the responsible Cabinet Secretaries to oversight the government-linked

corporations under their purview and report annually to the National Assembly 4 rnonths upon the

closure of the fiscal year on chattge in shareholding during the reporting period, loals and

guarantees, profit or loss, revettue received by the national governrnent from the government-linkecl

corporation and assessment of financial and non-financial perfonnance. This is likely to safeguard

government interest

corporations.

and investment in government-linked corporation irr addition to state

10. Restricting the County Revenue Irurrd to the Central Bank of Kenya (clause 3l) - the amendme,t

specifies that the County Exchequer Accourtt which holds the County Revelue Fund to be domiciled
in the Central Bank of Kenya and not at other banks. This will, among other measures, facilitate the

operationalization of the Treasury Single Account.

I l. Elaboration of what cottstitutes a county emergency (clause 32) - the definition of what corrstitutes

an emergellcy at the cottnty govertrtnent level so as to qualify to benefit fi-orn withdrawal of funds

from the county emergency Fund has been detailed for avoidance of doubt and erlsure there is
enhanced clarity across the counties.

12' Changing tirnelines for tlte County Fiscal Strategy Paper (CFSP) (clause 34) - the tirneline for the

submissiott of the CFSP to the CoLrnty Assemblies is proposed to be changecl from 2gtr' February
every year to 15tl' of February ancl the period of its consideration, upon subrnission, 5as been

proposed to be increased fi'om l4 to 30 days. This will grarit the County Assernblies sufficie,t tirne
to scrutinize tlris key budget document. However, Section lll (2) requires alignment of the CFSP

objectives to the ones of the Budget Policy Statement (BPS) whose cleadline for sr:bmission to
parliament is I 4'l' February.

13. Publication of county governtnents' nronthly overdrafts in the National Treasury website (clause 35

(b)) - tlte proposed amendment shall reqLrire the National Treasury to publish and publicize, in their
website, the monthly overdrafts by the county governments on the 5'l' day of every month. This is

4lPa51 e



anticipated to intprove traltsparency ancl accountability in the management of public resources at the
county level and encourage prudence.

l4' The banking arrangements by the county governments (clause 36) - the public Finance
Management (County Regulations), 20l7 provided an elaborate mechanisms on banking
arrangements by the couuty governments including opening County Exchequer Account only in the
Central Bank of Kenya. Imprest account for petty cash may be opened at other balks with prior
authorization by tlre CEC (M) for Finance. This is what is being proposed for elevation into the
Principal Act.

15' T'imelines for county Budget circular and Annual Development plan (clause 3g & 40) - timelines
for release of county Budget Circular and submission of the Annual Development plan are being
proposed to be changed to l5tl'and 3Otl'september, from 30tl'August and I't Septernber respectively,
and the ADP shall be approved within one month upon submission.

l6' Cash flow projections to be subrnitted at the same time as the Estimates (clause 39) - the tirneline for
submission of cash flow projections for the county govenln'lent has been harmonized with the
submission of the estimates. However, the one for the national government is not provided since
Section 29 of the Principal Act provides for the National Treasury to establish framework for the
cash flow manargemeut.

17' Changes in tlie Estimates limited at 10%o of the CFSP ceiling for votes and subrnission of approved
estimates to the NationalTreasury (clause 42) -tlteamendment seeks to lirnit the extent to which the
County Assemb'lies can amend the Estimates to be not more than l}Yoof the approved ceilings in the
CFSP' Also, that the Estimates, once approved, shall be submitted to the National within l4 days.
First, the PFM (County Regulations) caps the extent of changes at only l%o of the CFSp ceiling.
These are contradictory measures and they seem to curtail the County Assemblies in the performance

of their constitutional rnandate especially on the budget process.

18' Involvement of the respective CECs in the oversight of county government-linked corporation
(clause 6l -63) - this is to safeguard the oounty government interest and investrnent ip the county
government- I inked corporations.

The rest of the clauses are meant to clear minor errors, provide clarifications as well as
harmonization within the various Sections of the principal Act, as presented hereunder.

I
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19. Clause 4 proposes to amend Section 8 of the Principal Act on the responsibilities of the Senate

Committee to clarifu that it oversights the County Government on adherence to public finance and

fiscal responsibility principles and not the Senate.

20. Clause 6 amends Section 13 on the powers of the National Treasury to clarifo that the CS for

Treasury gives powers to facilitate the national government, financial system and not just system and

also it provides that the Treasury may designate any other person to perfonn its responsibilities.

21. Clause 7 amends Section I5 of the Act on the enforcement of the fiscal responsibility principles to

clarifu that the CS will only enforce the 30% allocation to development and debt tevels at national

government since the CEC Mernber for finance enforces at the county level.

22. Clause 9 amends Section 24 of the Act on the PSC Fr.rnd to provide that the accounting procedures

and systems to be used to account for properly and monies will be specified by the National Treasury

as opposed to the Commission establishing them.

23. Clause I I amends Section 38 of the Act, on submission of budget documents to the National

Assembly, to clear a typographical error. However, the proposed amendment does not fully address

the error and may need to be amended.

24. Clause l2 amends Section 39(7) of the Act to harmonize the provisiols of Vote on Account with
Article 222 of the Constitution.

25. Clause 14 proposes to amend Section 52 of the Act on the authority to execute loa, documents to

clari& that it is the cabinet Secretary to authorize such execution.

26. Clause l6 amends Section 68(3) of the Act on the responsibilities of an accounting officer to clarifu

that the responsibility of the legal and prudent utilization of resources lies with the respective

cabinet Secretary and not the cabinet secretary for the National rreasury.

27. Clause l7 amends Section 77 ontaxwaivers and variations to insert an ornission which is the words

"vary" and "variations".

28, Clause l9 amends Section 84 clear an error on reporting of tax waivers and variations and clarifu

that such are not granted by the receiver or collector of revenue but the Cabinet Secretary.

29. Clause 20 arnends Section 87 to replace reference of "governrnent-linked company,, to ,,government-

linked corporation" which is the correct one.
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30' clause 23 amends harmonizes the proposed amendments in claus e 2l - 22 on the involvement of
the respective Cabinet Secretaries in the oversight of government-linked corporations,

31. clause 24 proposes an amendment that is already been done. May be deleted.

32. clauses 25 -28 amend the Sections of the Act on stoppage of funds for clarity.

33' Clause 29 amends Section 105 on the powers of the county Treasury to provide for delegation of
resironsibilities to any other person.

34' clause 30 amends Section 107 on fiscal responsibility principles to clear a typo and clarify that the
reference is to county government borrowing and not just government borrowing.

35' clause 33 amends Section 116 on county public funds to clariff that the correct reference is to
county public fund and not just fund. Atso, to provide for submission of audited statement of
accounts and notjust statement ofaccounts ofthe fund.

36' Clause 37 amends Section 125 under the stages in the county government budget process to clear a
repetition on the planning requirement

37' Clause 41 amends Section 129 (1) on the approval of budget documents by the CEC by including
the budget for the assernbly' However, this clause may be deleted in order to harmonize with l2g (3)
and (4).

{

38' Clauses 43,44,46 and 48 are meant to clear minor typos where the word,,countS/,, is erroneously
missing.

39' clause 45 provides for timeline for remitting unspent appropriation to the cRF to be within l4 days.

40. Clause 49 clears a minor typo by replacing .,and,, with ,.or,,.

41' Clause 50 amends Section 144 to replace "delegate" with "person" which is a correct reference in the
issuance of county government securities.

42' Clauses 5l - 58 clear minor typographical erors and clean-ups for clarity.

43' Clause 55 increases the period of reporting tax waivers and variations to county assemblies from 2
months to 3 months.
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44. Clause 59 provides for the CS to authorize audit of usage of grants.

45. Clause 60 harmonizes the Urban Areas and Cities with budget accountability mechanisms and

tirnelines of the other state organs.

46. Clauses 61-64 amend Sections 183 to 185 of the Principal Act in orderto provide forthe respective

County Executive Committee Members to oversight the county government-linked corporations

under their purview and report annually to the CoLrnty Assembly. This is likely to safeguard the

county government interest and investment.

47. Clause 65 is proposing to amend Section 187 of the Act to remove term limits for the representation

in the Intergovernmental Budget and Economic Council (IBEC). This is because the representation is

on institutions and not personalities.

48. Clause 66 proposes to amend Section 193 of the Principal Act which provides for the public Sector

Accounting Standards Board (PSASB) to provide for its accountability to the Cabinet Secretary on

public fi nancial matters.

49. Clause 67 amends Section 197 which provides for sanctions in the Act arising out of financial

misconduct. It proposes the inclusion of county governments in the provisions of offelses which is

currently not covered.

50. Clause 68 proposes amendment to the Second Schedule of the Principal Act which provides for

savings and transitional provisions to provide the correct referencing to the National Government

Guarantees Loans Act.

MIN.NO.O78NC-FI2OI8: MEETING WITH THE NATIONAL TREASURY To CoNSIDER
THEIR AMENDMENTS TO THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL,
2017

The Chairperson called for introduction of those present before inviting tlie National Treasury to present
their submission to the Committee. The National Treasury proposed the following amendments; That:-
Clause 2

Section 2 of the principal Act is amended by inserting the following new paragraph:

The "Consolidated Fund" shall mean all n:oney raised or received by or o1 behalf of the natio,al
government in accordance with Article 206(l) of the Constitution.

Justification
8lPage
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' The Consolidated Fund is not defined. There is need to define the Consolidated Fund and the scope

therefore

Section 2 of the Principal Act is amended by inserting the following new paragraph:

The "County Revenue Fund" shall mean all money raised or received by or on behalf of the County
Government in accordance with Articre 207(l) of the constitution.

Justification

The County Revenue Fund is not defined. There is need to define the County Revenue Fund and the
scope therefore

Section 2 of the Principal Act is amended by deleting the definition of ,,public money,, and replacing
therefor with the following:

"Public money means:

a) All money that comes into possession of or is distributed by a national or county government

entity and money raised by a private body where it is doing so under statutory authority; and

b) Money held by national or county government entities in trust for third parties and any money

that can generate liabilify for tlie government.,,

Justification

The amendment is intended to include public money held by county government entities in the definition
of public money. This was inadvertentry omitted in the published pFMA.

Section 2 of the Principal Act is amended by deleting definition for National Exchequer Account and

replacing therefor with the following:

"National Exchequer Account or Accounts" means the National Exchequer Account or Accounts referred

to in section l7

Justification

The definition needs to be aligned with the proposed amendments in Sectio n l7(Z).

Clause 8

The National Treasury does not support this amendment because it is intended to restrict procurement

relating to development votes three months prior to an election. It is not a good practice to curtail

a
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The Ministry did not support this amendment because the section applies to paragraph (2) of Article 202
of the Constitution and not paragraph (l) of Article 202 of the Constitution. They therefore recommend
that the amendment be dropped since national government budget estimates do not include the equitable
share.

Clause 13

The National Treasury did not suppor-t it because exchequer issues are usually not by programmes and
projects but by Votes (Recument and Development) as appropriated by parliament or by County
Governments as per CARA. What Parliament should require the CSNT to provide is a breakdown of --

expenditures by programmes and projects and not exchequer releases.

Section 17(2)

That Section 17 be amended in subsection (2) by deleting it and replacing therefor with the followilg
paragraph: .

"(2) The National Treasury shall maintain the Consolidated Fund in Kenya shilling or foreign
denominated curencies accounts to be known as the Consolidated Fund Accourrts, kept at the Central
Bank of Kenya and shall, subject to Article 206(1) of the constitution-

a) include the National Exchequer Accounts, Revenue Collection Accounts, Receipts into Domestic

Debt Accounts, overdraft Account, Special Project Deposit Accounts and any other accounts

designated by the Cabinet Secretary.

b) Facilitate payment into that account or accourlts all money raised or received by or on behalf of
the national government and

c) pay from that National Exchequer Account or National Exchequer Accounts without undue delay
all amounts that are payable for public services.,,

Justification

procurement since this would have a negative irnpact on econonric development. Since there are control
institution mechanisms established in law to check abuse of office, there is no need of freezing

employment due to an impending election.

Clause 11

1. It is necessary to expand the accounts of the Consolidated Fund to provide for Kenya shillings or
foreign denominated curency. The account or accounts should be kept at the Central Bank of
Kenya.

2' The foreign currency Exchequer accounts shall hold funds received by the Natiolal Treasury in
foreign currencies hence reduce exchange losses.

a
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3" All the National Exchequer Accounts shall be subject to coB's approval in accordance with
Article 206(1) of the constitution and crause r7(4) of the pFM Act.

That Section l7 be amended in subsection (3) by deleting it and replacing therefor with the following new
paragraph

"(3) The National Treasury shall ensure tltat no National Exchequer Account is overdrawn at any time.,,

Justilication

To require that no National Exchequer Account shall be overdrawn at any time, whether Kenya Shillings
account or foreign denominated account.

That section l7 be amended in subsection (4) by deleting it and replacing therefor with the following
paragraph:

"(4) Where a withdrawal from the Consolidated Fund is authorized under the constitution or an Act of
Parliament for the appropriation of money, the National Treasury shall make requisition for the
withdrawal and submit it to the controller of Budget for approval, which request shall be made manually

" 
or electronically through a designated form prescribed by the cabinet secretary, provided that inter-
account transfers within the consolidated Fund Accounts shall not require controller of Budget,s
approval."

Justification

l ' This amendment is made to facilitate progressive automation of the requests made of authority
from the controller of Budget on the withdrawals from the National Exchequer Account to be
automated and embrace use of technology in our Public Finance management transactions.

2' The amendment provides flexibility for the National Treasury to make inter-account transfers
especially funding the National Exchequer Account from other Consolidated Fund accounts.

ihat section l7 be amended in subsection (5) by deleting it and replacing therefor the following new
paragraph:

"(5) The approval of a withdrawal from the consolidated Fund by the Controller of Budget, together with
written instructions from the National Treasury requesting for the withdrawal, shall be sufficient authority
for the central Bank of Kenya to pay amounts from a National Exchequer Account in accordance with the
approval and instructions provided, which approval or written instructions may be manual or electronic in
a form prescribed by the Cabinet Secretary.,,

I
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To provide for more than one bank account and require CBK to release funds based on approval from the

Controller of Budget and the National Treasury instructions. In addition, this also to clarifo that the

approval or written instructions may be manual or electronic to allow progressive use of technology.

Section 28

Section 28 of the Principal Act is amended by inserting the following new subsections immediately after

subsection (1):

"(lA) Any bank account opened under subsection (1), for the primary purpose of collecting money raised

or received by or on behalf of the national government shall be designated as a Revenue Collection

Account and shall be used only for purposes of collecting rnoney raised or received by or on behalf of that

national government.

(lB) Money paid into a bank account designated as Revenue Collection Account shall be promptly

credited into a National Exchequer Account and shall be withdrawn in accordance with Article 206 of the

Constitution and Section l7 of the Act.

(lC) For the avoidance of doubt, no expenditure shall be paid out of a bank account designated as a

Revenue Collection Account except as otherwise authorized by law except as otherwise authorized by the

Cabinet Secretary ilr concurrence with the Controller of Budget.

(lD) Each financialyear, an Accounting Officer of a nationalgovernment entity shall prepare and submit

to the National Treasury a record of all bank accounts operated by that entity during ttre year, with a copy

to the Controller of Budget and the Auditor General."

Justification

Section 28 of the PFMA should be amended to mirror the amended Section l 19 of the pFMA. The

Cabinet Secretary should be allowed to authorize payments from Revenue Collection accounts in cases

where receipts are made in error or belong to third parties or relate to Treasury Bills.

Section 28 of the Principal act is amended in subsection (2) and (3) bV inserting the word .,system,,

immediately after the words "Treasury single Account" so as to read as follows:

"(2) The National Treasury shall establislt a Treasury Single Account system into which all revenues

received by national government entities shall be deposited and from which all payments of money to or

on behalf of national government entities shall be made.

a

5

12 lPage



a

0

' (3) The Treasury Single Account system shall not be operated in any manner that prejudices any entity to
which funds have been disbursed.,,

Justification

This amendment harmonizes the Section with the definition of the TSA in the preliminary section and
clarifies that the TSA is a system of accounts and not oNE Account.

a

Section 28 of the principal Act is amended by inserting the followirlg new subsection (2A) immediately
after subsection (2):

"(2A) The Treasury Single Account system shall include the Consolidated Funds Accounts as referred to
in Section 17(2), State Departments, Commissions and Independent offices Accounts and any other
Account designated by the Cabinet Secretary.,,

Justification

The amendment clarifies the scope of the TSA; it includes both inflow (Consolidated Fund Accounts) and
outflow accounts (MDAs account). The scope can progressively increased to include SAGAs and other
government entities.

Section 34

' The National Treasury did not support this amendment because County Governments are supposed to
align their CFSPs with the national plans/policies which are expounded in the BpS. If the CFSps are to be
submitted by l5tl' February then there will be no time allowed for such alignrnent to take place.

Section 35

The National Treasury did not support this amendment because the Cabinet Secretary is required to

'ubmit to Parliament every four months a report on all loans made to the national government, national
government entities and county governments. Besides, it has been agreed following intergovernmental
consultations that county governments will not go directly to the CBK for overdraft, instead the National
Treasury shall fast track disbursements for county governments that have urgent financing needs.

Section 119

Section 119 of the PFMA is amended:
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(a) by inserling the following new subsections immediately after subsection (l):

(lA) a County Treasury may authorize a county governrnent entity, including a county assernbly to open

and operate bank accounts only at the CBK except:

a. animprest bank accoutrt which may be opened in a commercial bank account to

facilitate the day to day operation of offices, provided the float for the accoullt

shall not exceed a limit set by the Cabinet Secretary;

b. a revenue collection account to facilitate receipt and transfer of revenue to the

relevant County Revenue Fund;

c. a bank account relating to a county public fund established pursuant to Section

I l6 of the Act to facilitate administration of the fund; or

d. any other bank accotutt autltorized by the Cabinet Secretary to be opened in a
comnrercial bank.

(1B) Any bank account opened under subsection (1A), for the prirnary purpose of collecting money raised

or received by or on behalf of the county government shall be designated as a County Revenue Collection

Account arrd shall be used only for the purposes of collecting money raised or received by or o1 behalf of
that county government.

(lC) Money paid into a bank account designated as County Revenue Collection Account shall be

promptly credited into the Coulrty Exchequer Account and shall be used and accounted for in accordance

with Article 2017 of the Constitution and Section 109 of the Act.

(1D) Forthe avoidance of doubt, no expenditure shall be paid out of a bank account desigpated as County

Revenue Collection Account except as otherwise authorized by taw.

(lE) Each financial year, an Accounting Officer of a county government entity shall prepare and submit

to the Counfy Treasury a record of all bank accounts operated by the entity during the year, with a copy to

the Controller of Budget, the Auditor General and the National Treasury.

Justification

Counfy governments have established revenue collection bauk accounts in some cornmercial banks into

which local revenue is paid. Reports ltowever, indicate that county governments are utilizing the revenue

collected to make paytnents before sweeping the funds into the County Revelue Fund. By doing so the

county governments are bypassing the office of the Controller of Budget. This goes against the intention

of Article 2017 of the Constitution, Section 109 of the PFMA and National Treasury CircularNo. l4 of
9tr'septembe r,2015.

Theytherefore propose further amendtttents to Section ll9 of the PFMA to require Coulty Governments

to designate bank accounts opened for collecting money raised or received by or on behalf of the county
14 lPage
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govern'mellt as Cotlnty Receipts Accounts and to bar charging of any expenses to such accounts, except
bank accouttt operational expenses and expenses relating to rnobilization of a loan.

In addition, they also noted tliat county governments are opening bank accounts in commercial banks for
purposes of holding deposits (usually transferred from the County Revenue Fund) contrary to the
intention of the law. To put a stop to this we have proposed to amend the pFMA to restrict the opening of
bank accounts for three purposes: (i) for purposes of an imprest; (ii) for purposes of revenue collection;
and (iii) to operationalize a county public fund established under Sectio, I l6 of the PFMA.

Section 119 of the principal Act is amerrded in subsection (2) and (3) inserting the word ,,system,,

imrnediately after the words "Treasury Singre Account', so as to read as follows:

(2) Each County Treasury shall establish a'l'reasury Single Account system at the Central Bank of Kenya
through whiclr payments of money to and by the various county government entities are to be made.

(3) The Treasury Single Account System shall not be operated in any manner that prejudices any entity to
which funds have been disbursed

Justification

This amendment harmonizes the Section with the definition of the TSA in the prelirninary section and
clarifies that the TSA is a system of accounts and not oNE Account

Section 164 (4)

Section 164 of the principal Act is amended in paragraph (b) of subsection (4) by inserting the words ..the

National Treasury" immediately after the words "County Treasury" so as to read as follows:

(4) Within three months after the end of each financialyear, the accounting officer for an entity shall-

(b) deliver a copy of the staternents to the relevant County Treasury, the National Treasury, the Controller
f Budget and the Commission on Relevant Allocation.

Justification

The inclusion of National Treasury as a recipient of a copy of financial statements is to facilitate the
National Treasury to provide technical support to county government entities in terms of review and

feedback of the financial statements in time for the preparation of county treasury financial statements.

The current situation is that the National Treasury does not get copy of the county government entities
financial statements. This was an oversight at the preparation of the pFM ActZ0l2.
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Section 187(1)

Section I87 of the principal Act is amended in subsection (l) by inserting the following new paragraph (i)
after paragraph (h):

"(i) chairmen of the Committees of the Councilof Governors.,,

Justification

To include the chairmen of the Council of Governors committees as substantive members of IBEC (as per

the resolution of IBEC meeting of I lth August 201 5).

MIN.NO.O79IDC.FI2OI8: MEETING WITH THE NATIONAL TREASURY To CoNSIDER
THEIR ADDITIONAL AMENDMENTS TO THE PUBLIC PRIVATE PARTNERSHIPS
(AMENDMENT) BILL,20I7
The Chairperson welcomed the National Treasury to present their submission to the Committee. The
National Treasury proposed the followirrg amendments; That:-
Section 2

Section 2 of the Public Private Partnerships Act is amended by deleting the definition of the term
"Committee".

Justification
This section provides for the definition of the ppp committee which is no
Committee is being removed.

Section 4,5 and 6

The Public Private Partnerships Act is amended by deleting sections 4,5 and 6.

Justification

longer relevant at the

These sections refer to the establishment of the PPP Committee, its terms and conditions of service and
vacation of office by a member of the committee. As the Cornmittee is proposed to be removed, these
sections need to be deleted in total as they refer to the establishment and operations of the Committee.

Section 7

The Public Private Partnerships Act is amended by deleting section 7 and substituting therefor a new
section 7 as follows: -

7. The functions of the Cabirret Secretary shall be:

(a) formulate policy guidelines on public private partnerships;

(b) ensure that all projects are consistent with the national priorities specified in the relevant policy on
public private partnerships;

(c) approve project lists submitted to it in under section 24;
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(d) formulate or approve standards, gLridelines and procedures for awarding contracts and standardized,
bid documents;

(e) review the legal, institutional and regulatory framework of public private partnerships;

(f) ensure approval of, and fiscal accountability in the management of financial and any other form of
support granted by the Government in the implementation of projects under this Act.

Justification

As the Committee will no longer be in existence, its functions under sectionT are being allocated to the
cSAlational Treasury (those that are policy in nature) and the PPp Unit (those that are technical in
nature).

Section 81 9 and l0

The Public Private Partnerships Act is amended by deleting sections g, 9 and 10.

Justification

These sections referred to the powers of the Committee, creation of sub-committees and how the
Committee should conduct its business. As the Committee is now being done away with, there is no need
for these sections under the Act. The provisions in section 8, which relate to the powers of the Committee
have been distributed to the CSA.lational Treasury and the PPP Unit to ensure there is no gap in the
implementation of PPP processes and the oversight role that was previously being played by the ppp
Committee.

Section 14

. Section l4 of the Public Private partnerships Act is amended_

(a) In subsection (l) by deleting items (a) and (b);

(b) In section 2-
(i) By deteting item (h),

(ii) flitem (k) bv deleting the word "committee" and substituting therefor the words
"Cabinet Secretary",

(iii) In item (1) by deleting the word "Committee" and substituting therefor the words
"Cabinet Secretary",

(iv)

(v)

In itgm (q) by deleting the word "Committee" and substituting therefor the words
"Cabinet Secretary",

Inserting new items immediately after item (q) as follows-
(r) approve project proposals submitted by contracting Authorities,
(s) ensure that each project agreement is consistent with the provisions of this Acq
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(t) examine and approve the feasibility study conducted by a contracting authority under
this Act,
(u) ensure the efficient implementation of any project agreement entered into by
contracting authorities, and

(v) require any information from any parry to a project on any matter relating to a public private
partnership.

Justification

Section l4 dealt with the functions of the Unit. Given the fact that the Cornmittee is being deleted and its
technical functions are being allocated/transferred to the PPP Unit, there is need to expand the current
function of the Unit under section l4 of the Act.

Moreover, the word Committee in this section has also been replaced with Cabinet Secretary

Section 17

Section l7 of the Public Private Partnerships Act is amended in subsection (l) by deleting paragraph o
and substituting therefor a new paragraph O as follows-

O prepare projects in accordance with the guidelines and standards issued by the Cabinet
Secretary under this Act

Justification

The amendment in this section is to replace the word committee with Cabinet Secretary, as the Committee
is to be removed.

Section 27

The Public Private Partnerships Act is amended by deletirrg section 27 and substituting therefor a new
section 27 as follows-

27.The Cabinet Secretary may, where he considers it necessary to support a project and in order to reduce
premiums factored for political risks, issue a guarantee, undertaking or binding letters of comfort in
relation to a project.

Justification

Similar to section 17 above, the amendment to this section seeks to delete the word Committee and
replace it with Cabinet Secretary.

Section 28

Section 28 of the Public Private Partrrerships Act is amended by deleting subsection (3) and substituting
therefor a new subsection (3) as follows-

(3) The Cabinet Secretary may impose a success fee on a transaction to be paid by a successful bidder in
accordance with the tender documents

Justilication

18 lPage
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This'amendment seeks to delete the word committee and replace it with cabinet Secretary as theCommittee is to be removed.

Section 30

section 30 of the Public Private Parlnerships Act is amended by deleting the word ,,committee,, 
andsubstituting therefor the word ,,Cabinet 

Secretary,

Justification

This amendment seeks to delete the word committee and replace it with cabinet Secretary as theCommittee is to be removed.

Section 3l

section 3l of the Public Private Partnerships Act is amended in subsection (3) by deleting the word
"Committee" and substituting therefor the word ,.Unit,,.

Justification

This amendment seeks to delete the word committee and replace it with the ppp unit as the committee is
to be removed' The approval of a project proposal is a technical activity that is best undertaken atthe ppp
Unit level.

Section 33

Section 33 of the Public Private Partnerships Act is amended in subsection (1) by deleting the word
"Committee" and substituting therefor the word ..Unit,,.

. Justification

This amendment seeks to delete the word committee and replace it with the ppp Unit as the committee isto be removed.

PPP Feasibility studies are technical in nature and it is more suitable to have these approved by the ppp
Unit as opposed to the Cabinet Secretary, who primarily deals with policy matters.

Section 37

section 37 of the Public Private Partnerships Act is amended in subsection (l) by deleting the words
"upon approval by the Committee,,.

Justification

This amendment is necessary as the Committee is to be removed from the ppp process.

Section 45

Section 45 of the Public Private Partnerships Act is amended by deleting subsection (l) and substituting
therefor a new subsection (l) as follows-

t
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( I ) A contracting authority may, hold a cornpetitive dialogue with each bidder to define the technical
or financial aspects of the project in the manner prescribed under this Act.

Justification

This section previously required the approval of the PPP Committee prior to the Contracting Authority
engaging in Competitive Dialogue. The amendment is therefore necessary to delete reference to the PPp
C, Under the new provision, a Contracting Authority can engage in Competitive Dialogue, based on the
projects need, without seeking approval.

Section 48

Section 48 of the Public Private Partnerships Act is amended by deleting subsection (4)

Justification

This section referred to the role of the Committee in PPP evaluations and should be done away with.

Section 52

Section 52 of the Public Private Partnerships Act is amended in subsection (1) by deleting the words
"with the approval of the Committee" appearing in the preamble.

Justification

As the Committee is no longer there, there is need to delete reference to any approvals required from the
Committee

Section 54

The Public Private Partnerships Act is amended by deleting section 54 and substituting therefor a new
section 54 as follows-

(1) The Unit shallsubmit the project report, the financial risk assessment repoft submitted to it under
section 53 and its recommendations to the Cabinet Secretary for consideration and approval.

(2) For Counfy projects, the project report, the financial risk assessment report shall be submitted to
the Contracting Authority together with its recommendations for consideration and approval.

(3) After the approval under subsectiott ( 1) and (2) above, the Contracting Authority shall execute the
Project Agreement.

Justification

This section provided that the Committee needed to approve the financial risk assessment report, prior to
submission of the Project Agreement to Cabinet for approval to execute. As the Comrnittee is no longer
there, there is need to amend this section to remove any reference to the Committee.

Section 56 and 57

The Public Private Partnerships Act is amended by deleting sections 56 and 57

Justification
20 lPage
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These'sections referred to tlie approval of a Project Agreement to execution. As the Committee is no
longer there, their role in this process rteeds to be deleted. Further, the need to seek Cabinet approval prior
to contract execution has in practice led to delays of 6 rnonths or more and has been an unnecessary
administrative delay. As the Cabinet Secretary now has overseeing powers over the ppp process, he will
inform the Cabinet of the signed contracts and advise on the value for money and affordability of the
same.

Section 58

The Public Private Partnerships Act is amended by deleting section 58 apcl substituting therefor a new
section 58 as follows-

(l) A contracting authority may, at any tirne, terminate procurement proceedings without entering
into a contract.

(2) The bidders of a tender that is cancelled under this section shall not be entitled to compensation
for the cancellation of the tender.

Justification
Before a tender was cancelled, the Contracting Authority needed to seek the perrnission of the ppp
Committee' With the removal of the Committee, there is need to amend this section.

Section 61
Section 61 of the Public Private Partnerships Act is amended in subsection (2)by-

(i) deleting itenr (b) and substituting therefor a new item (b) as follows-

' (b) "submit the proposal to the unit lbr consideration and approval,,.
(ii) deleting item (c)

' Justification

Reference to the PPP Committee in the approval of Privately Initiated Investrnent proposals (pllps)
should be deleted not that tliere is no Cornmittee.

Section 63

Section 63 of the Public Private Partnerships Act is amended by deleting subsection (3) and substituting
therefor a new subsection (3) as follows-

(3) The parties to the project agreement may agree to resolve disputes arising under the project
agreement through arbitratiott, or any other non-juclicial means of dispute resolution agreed upon
in the agreement as specified in paragraph rg of the Third Schedule.

Justification

Reference to the PPP Comrnittee in the approval of Privately Initiated lnvestment proposals (pllps)
should be deleted not that there is no Committee_

Section 64

The Public Private Partnerships Act is amended by deleting section 64 arfi substituting therefor a new
section 64 as follows-
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(l) A party who intends to make material arnendment or variation to a project agreemellt in relation
to the term and conditions specified-therein, the outputs of a projeci oi uny ivaivers specified in
the agreement:

(a) For national level projects shall apply for, and obtairr the approval of the Cabinet Secretary;

(b) For county projects, require the concurrence of the Cabinet Secretary, where the relevant
project is supported by a letter of comfoft or such risk nritigation lnstruments from tlre
national government

(2) The Cabinet Secretary shall issue thresholds on what can be deemed material amendments.
(3) The approval of the Cabinet Secretary under subsection (2) shall be in writing.

Justification
A Contracting Authority was required to seek the Cornrnittee's approval prior to amending any signed
project agreement. With the removal of tlre Committee, this section needs to be amended to refleci the
change.

Section 65
Section 65 of the Public Private Partnerships Act is amended in subsection (5) by deleting the wordo'Committee" and substituting therefor the word ,.Unit,,.

Justification
The Committee was charged with overseeing the implementation of PPP projects under the ppp Act,
With the removal of tlte Comrnittee, this function has been transferred to the ppp Unit.

Section 71
Section 7l ofthe Public Private Paftnerships Act is amended-

(i) In subsection (l) bV deleting item (d),
(ii) By deleting subsection (2)

Justification
This section deals with the regulations that the Cabinet Secretary may prescribe under the Act. With the
removalof the Committee, there is need to delete any reference to then in ttris section.

t

,,
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Schedule I
The Public Private Partnerships Act is amended by deleting the First Schedule.

Justification
This schedule referred to the conduct of business of the PPP Comrnittee and should be deleted now that
the PPP Committee is to be removed.

COMMITTEE DELIBERATIONS
The meeting deliberated and agreed that they will consult the Speaker on whether they can take up the

National Treasury's additional amendments to the Public Private Partnerslrips (Arnendment) Bill,20l7.
Regarding public participation on tlte additional arnendments, it was agreed that since the Bill concerns

counties it will be considered by the Senate and hence public participation will take place at that point.
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' MIN.NO.080/DC-F/2018: ANy OTHER BUSTNESS

The Chairperson informed the rneeting that The Statute Law (Miscellaneous Amendments)(No. 3) Bill,
2017 would go for third reading the following day. Members were requested to be present in the House to
defend the Committee's amendments.

MIN.NO.08 t |DC-F 12018 : ADJOIIRNMENT

There being no other business to deliberate on, the meeting was adjoumed at 19.35pm. The next meeting
will be held on Thursday, 29th March 2018 at I l.00am.

HON. JOSEPH K. LIMO, MP

(crrArRPERSOIg

SIGNED ...DATE
.k.
t- ik'=i...+p.r.(
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MINUTES OF THE 4THSITTING oF THE STAKEHoLDER FoRUM To CoNSIDER
MEMORANDUM ON THE COUNTY PENSION SCHEME BILL, 2017 AND THE
PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, 2OI7 BY THE
DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING HELD
oN ITTHMARCH, 2018 AT THE BOMA HOTEL, NAIROBI AT2.00PM

PRESENT

1. Hon. Joseph K. Limo, MP - Chairperson
2. Hon. Isaac W.Ndirangu, MP- Vice Chairperson
3. Hon. Daniel E. Nanok, MP
4. Hon. Andrew A. Okuome, MP
5. Hon. David M. Mboni, MP
6. Hon. Francis K. Kimani, MP
7. Hon. Joseph M. Oyula, MP
8. Hon. Samuel Atandi, MP

ABSENT WITH APOLOGY

1. Hon. Jimmy O. Angwenyi, MP
2. Hon. Alfred Sambu, MP
3. Hon. Enoch Kibunguchy, MP
4. Hon. ShakeelShabbir Ahmed, MP
5. Hon. Abdul Rahim Dawood, MP
6. Hon. Joshua C. Kandie, MP
7. Hon. Lydia H. Mizighi, MP
8. Hon. Mohamed A. Mohamed, MP
9. Hon. Purity W. Ngirici, Mp
10. Hon. Stanley M. Muthama, MP

INATTENDANCE

SECRE,TARIAT

1. Mr, Robert Nyaga
2. Ms.Leah Mwaura
3. Ms. Laureen Wesonga
4. Mr. JosephatMotonu

5. Ms. Lynette Otieno
6. Mr. Chelang'aMaiyo
7. Ms. Beatrice Auma
8. Mr. Collins Mahamba

9. Mr. John Njoro

Deputy Director, PBO

First Clerk Assistant/ Lead Clerk
Third Clerk Assistant

Fiscal Analyst I
Legal Counsel II

Research and Policy Analystlll
DCS Offrce

Audio Officer
Sergeant-At-Arms
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10. Mr. Stephen Omunzi Office Assistant

INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS OF KENYAl. CPA. Fred Riaga
2. CPA. Dr. Onyancha Ondimu

Chief Manager

MIN.NO.O2ttDC-B/20r8:pRELIMINARY/COMMUNICATTON F,ROM THECHAIRPERSON

The meeting was called to order at 02:15p.mwith prayer from Hon. Andrew A. okuome, Mp.
The chairpersoncalled for introduction of those present before welcoming the Institute of
Certified Public Accountants of Kenya (ICPAK) to make their submission.

MIN'NO. 0 22 tD c-F rz0 I 8 : GoNFIRMATION oF MINUTES

Agenda deferred

Hilff''23tDc-Ft2018: 
INSrIrurE oF cERrrFrED puBLrC ACCOUNTANTS oF

ICPAI(made the following submission; That:_

Clause 3, s.5

clause 3 (a) should add "and Senate "instead of "and parriament,,, reason being that it is themandate of the Senate to oversee the functions of the county's and not the National Assembly.
Justification

Article 96 of the constitution grants the Senate mandate to represent the counties, and protect theinterests of the counties and their governments.

Clause 8, s.l7

Propose amendment to six months, Amend 8(b) to read "by inserting the following newsubsection immediately after subsection (7)- "(8) six months prior to a general election, noprocurement shall be carried out by the national and county govemments, or their respectiveentities' in respect of their respective development votes unless with the approval of the NationalTreasury".

Justification

To curb against pilferage ofpubric resources during an erection year

Clause 9, s.Z4

I
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Recommend the provision be retained as per the Act as the amendment impacts negatively on the
principle of separation of power. This erodes the independence of the parliamentary Service
Commission). The National Treasury shouldn't prescribe standard operating procedures for pSC.

Justification

To uphold the principles of separation of powers for the three arms of Government.

Clause 10, s.35

Retain as per parent Act section 35(1)0) It's ideal to report quarterly(three months) or
consistency and not four as indicated in the amendment

Justification

The current best practices is quarterly reporting (three months)

Clause 12, s.39

Retain 39(1Xi) as per the Act

The issue on 'onot assented to" of a Bill does not arise. Article 1 15 of the Constitution that in If
the President does not assent to a Bill or refer it back within 2l days, the Bill shall be taken to
have been assented to on the expiry of that period.

Justification

The issue on "not assented to" of a Bill does not arise. Article I 15 of the Constitution that in If
the President does not assent to a Bill or refer it back within 27 days, the Bill shall be taken to
have been assented to on the expiry of that period.

Clause 14, s.52

Amend section 52 by deleting subsection (2).

l. The PFM Act has mandated the Cabinet Secretary to authorize execution of loan
agreements.

2. Any designation should happen with the confines of PFM Act. Therefore, no other
legislations (as indicated in this amendment) should authorize execution of this
responsibility.

Justification

To be consistent with the letter and spirit of Public Finance management reforms. Execution of
loans is the sole prerogative of the Cabinet Secretary.

Clause 17, s.77

c

t.
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The Institute supports this amendment. However, there's need for a National policy/Guidelines
on tax waivers and variations. At the moment, this has been left at the discretion of the cabinet
Secretary- National Government, and Govemors at the county Level.

Justification

There is need for an overarching framework on tax waivers and variations.

Clause 18, s.78

Retain as is in the Principal Act.

I' Clause 18 proposes to have many other revenue collectors besides KRA. These ,,others,,

should be agents of KRA and not the National Govemment. Having many revenue
collectors may not be for the good of the Country's revenue collection.

2' Besides, the proposed amendment creates a loophole which can be misused to affect
revenue collection/generation. Revenue being a sensitive matter, there's need to retain as
is in the Principal Act.

Clause 25, s.96

Amend sec. 96 to mirror provisions of Sec. 95 of the principal Act.

This notwithstanding, there is need to interrogate the provision to stop disbursement on account
of acts of omission and commission to the detriment of service delivery.

The proposed amendment touching on material breach of obligations by county governments is
not in tandem with the treatment for similar breaches by national government entities as provided
for under Sec. 95 of the principal Act. Sec. 96 of the Principal Act should be amended to align
the provisions thereon with those of Sec. 95. The spirit need should cut across the National and
County.

Justification

The accounting officers should be personally held liable for the misstatements in accordance
with Article226(5) of the constitution.

Clause 27, s.98

Retain as is in the principal Act as "Material" and "Serious" in accounting terminology are
synonymous.

CIause 29, s.105(2)

Review the amendment as follows:

"Any other officer within the county designated by the courty Treasury.',

4tPage
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,
The amendment empowers the County Treasury to appoint even outsiders to exercise a specified
power, on its behalf.

The original provision had locked the nomination to officers under county treasury.

Clause 32, s.ll2

Delete the proposed amendment as it amounts to duplication.

Provided for under section 112 (2)b. Further the provision is misplaced given that ll2 (3)
focuses on the circumstances of an event and not the fund.

Justification

To avoid duplication

Clause 34, s. 117

Retain as in the principal Act.

The constitution established a structure in which policy directions are set at the National
Government, BPS being one of the policies. Counties must prepare budget priorities in tandem
with the national policy guide. This was made possible by the staggered due dates which allowed
counties to align their budget priorities to the national priorities. This amendment takes away the
possibility of alignment since it requires the presentation of the documents on the same day.

Clause 46, s.137

1. Amend section 137(2)(a)

"The county Executive committee Member responsible for matters

related to Finance shall be the chairperson";

2. Add subsection 137(2)(d)

"In constituting the Forum, the County Govemment shall ensure that among the professionals,
one is are certified members in good standing of a professional body in accounting or finance
recognized by law in Kenya

3' Some of the CBEFs have been non-functional or ineffective due to the fact that they are
chaired by Governors who are fairly busy and thus unable to convene meetings. This
should be amended to have CBEFs convened by the County Executive Committee
Member of Finance.

Justification

Budgeting requires input by professionals knowledgeable in matters finance and accounting.

,
J

I

lr

5lPage



Clause 49, s.143

Amend Section 143 of the principal Act by deleting 143(2)

The PFM Act has mandated the County Executive Committee member for finance to authorize
execution of loan agreements at the County level. Any designation should happen within the
confines of the PFM Act. Therefore, no other legislations (as indicated in this amendment)
should authorize execution of this responsibility.

Justification

To be in consistence with the letter and spirit of Public Finance management reforms.

Clause 52, s.155

Amend 155(5) by deleting.,intemal,,to read,

"A county govemment entity shall establish an internal auditing audit committee whose
composition and functions are to be prescribed by the regulations.

subsection 5 narrows the mandate of the committee to intemal audit issue.

Justification

This should be amended to ensure that the audit committee looks at both intemal control and
external audit.

Clause 65, s.187

Amend 187(l) by inserting a new paragraph after (h) (i) The Institute of Certified public
Accountants of Kenya.

They propose an additional amendment to include the Institute as a member of the
Intergovernmental Budget and Economic Council. Since the main purpose of the Council is to
provide consultation on matters relating to budgeting, the economy and financial management it
makes sense to incorporate the Institute by virtue of its expertise and mandate on public finance
and accountability as stipulated by the Accountants Act 200g.

The Institute by virtue of its expertise and mandate on public finance and accountability as
stipulated by the Accountants Act 2008 will add value to the council.

Members' Deliberation

ICPAK was tasked to carry out a research on jurisdictions similar to Kenya whose
revenues Qrlational and County Government) are collected by one institution.

t
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'2. The meeting noted that it was important for counties to be encouraged to generate more
revenue as opposed to waiting for funding from the National Government. This could be
done by allocating more money to counties that generate more revenue to act as an
incentive.

3. ICPAK dropped their amendment to clause 49(143).

MIN.NO.024 |DC-F 120 1 8 : ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 4.30 pm. The next
meeting will be held on notice.

HON. JOSEPH K. LIMO, MP

(cHATRPERSON)

SIGNED \_\/ \-'v-^_.. z*/e/z*/gDATE......
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fuNuTBs oF THE I* SIITING oF THE STAKEHOLDER FORUM TO CONSIDER

MEMORANDUM ON THE COUNTY PENSION SCHEME BILL, 2017 AND THE

PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, 2OI7 BY THE

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING HELD
oN 17r"MARCH,2ot8 AT THE BOMA HorEL, NAIROBI ATg.OOAM
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PRESENT
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Hon. Daniel E. Nanok, MP
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Hon. Francis K. Kimani, MP

Hon. Joseph M. Oyula, MP

Hon. Samuel Atandi, MP

ABSENT WITH APOLOGY

1. Hon. Jimmy O. Angwenyi, MP

2. Hon. Alfred Sambu, MP

3. Hon. Enoch Kibunguchy, MP

4. Hon. ShakeelShabbir Ahmed, MP

5. Hon. Abdul Rahim Dawood, MP

6. Hon. Joshua C. Kandie, MP

7. Hon. Lydia H. Mizighi, MP

8. Hon. Mohamed A. Mohamed, MP

9. Hon. Purity W. Ngirici, MP

10. Hon. Stanley M. Muthama, MP

INATTENDANCE

SECRETARIAT

1. Mr. Robert Nyaga

2. Ms.Leah Mwaura
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9. Mr. John Njoro
10. Mr. Stephen Omunzi

couNTY ASSEMBLY F'ORUM (CAF)
l. Hon. Joseph Kaberia
2. Ms. Regina Mutheu

Sergeant-At-Arms

Office Assistant

Speaker, Meru County
Legislative Officer

rl

),

SOCIETY OF CLERKS AT THE TABLE IN KENYAN LEGISLATURESl. Mr. J.K. fuithi Clerk, Meru Assembly
2. Mr. Daniel Konyango - Clerk, Kajiado Assembly
3. Mr. Edward Libendi Clerk, Makueni Assembly
4. Isaac Kitur Clerk, Bomet Assembly
5. Ms. Edith Imunde Executive Director, SOCAT6. Ms. Lucy Akoritsa program Officer, SOCAT
7. Mr. Anthony Mugambi personal Assistant, SOCAT

HililHilgfi-"rOr8:pRELrMrNARy/coMMUNrcArroN FRoM rHE

The meeting was called to order at 0 9:25a.m with prayer from Hon. David M. Mboni, Mp.
The chairpersontook the meeting through the day's program before calling for introduction of
those present' He then welcomed the county Assemblies Forum and the Society of clerks at
the Table in Kenyan Legislatures to make their submission.

MIN'N,' 0 t8 tD c-F r20 I 8 : C'NFIRMATI,N oF MINUTES

Agenda deferred

I

a

MIN'NO'0l9tDC-F12018: couNTy ASSEMBLIES FORUM AND THE socIETy oFCLERKS AT THE TABLE IN XTNVAN LEGISLATURES
CAFmade the following submiss,o*-fiur,_

I

Clause 3, s.5

Section 5(1) be retained as per the act

Justification

Proposal to add "Parliament" as one of !e bodies to approve formation of county corporationswill be unconstitutional as this clearly falls within trr" pu.ui.* of county governments henceapproval by the county assembly is enough.
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' 
The bonstitution provides circumstances parliament and in particular Senate can be involved in

county affairs.

Clause 41, s.129

Retain provision as per the Act.

Justification

The County Executive and County assemblies are separate entities; hence separation of
powers will be eroded with the proposal. As it will expose the county assembly to the

control of the county executive.

It is the duty of the Clerk of the County assembly to prepare estimates of the assembly to

be approved by the county assembly service board and submit the same to the county

assembly as is in section 129(3) and (4) of the Act'
The County assembty budget must be within the ceilings proposed by the county

executive as provided by CFSP.

Clause 42, s.l3l

The said provision and the amendment should be deleted to allow county assemblies discharge

their constitutional mandate of approving the budget without limitations. Article 185 of the

Constitution mandates the assembly to approve county budgets.

The problems experienced by county governments departments during the exchequer releases

has neither been addressed by the section or regulations

The County Executive has been holding the county assembly at hostage by denying allocations

from the county treasury.

The section should be amended to provide that or alternatively regulations made to provide for -

(i) County budget must be implemented as approved in the relevant appropriation act

(ii) Requirement for the county executive member in charge of the County treasury to

table a schedule providing for monthly exchequer issues to the various organs of the

county government which shall be the basis for release of funds.

(iii)The schedule to be submitted to the assembly for approval within 14 days of

enactment of the Appropriation Act.

(iv)A copy of the schedule to be submitted to the Controller of budget and the National

Treasury within 14 days of approval.

Clause 45, s.136

The section should be amended further to provide that provided any money unspent can be re-

budgeted without affecting the ceiling of a particular organ of the county govemment to clear

pending bills without affecting current budgets.

I.
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Justification

i' The amendment affects functions and operations of counties as most of the times fundsare released late into the financial year making it impossible for an entity to spend thatamount.

ii' Retuming the funds without a provision for re-budgeting of the same will affect theoperations of the county organs as they may not be able to clear pending bills.iii' county govemment organs should be allowed to use the funds unspent at the end of thefinancial year as balance carried forward since the said balances were part of the ceilings
and have been appropriated to pending bills.

SOCAT submitted as follows; That:_

Clause 3, s.5

Section 5(1) beretainedas in theprincipalAct

Justification

t

I

)

t.

ii.

lll

The processofcreationanddissolutionof such organsshouldbefullydomiciledwithinthe
individual county Governmentswithnointerferencefrom national
governmentactors I ikeparliament.

County GovemmentEntitiesaredefinedaseitherdepartment, 
agency,authorityorotherbodyofthe County Government.

These are administrative andfunctionalunitsthattherespective countyGovernmentsusetoensure servicedelivery.

a

t

The PrincipalActisamendedbyinsertingthefollowingnewSectionimmediately 
after Section'

54' (i) SubjecttoArticle 2ol oftheconstitutionandtheprovisionsofthisAct,
eachcountyassemblyshallestablish an officererponriuirio.u-uag.t, nn*..*JJ.ono.i.*alysis.
(ii) The countyassemblyofficecreatedundersubsection (i) shallexistas an office in the countyAssembly Service andshallconsistofpersonsappointed on meritbyvirtueoftheirexperience infi nance, economicsandpublicpolicyr.raie.s.

(iii) The countyassembrybudgetofficecreatedundersubsection 
(i) shall_a) provideproffesionalseivices i, 

''.', o"o" 
respectofbudget,

fi nanceandeconomicinformationtotheoffi cesofthe county Assembry;b) preparereports

budgetaryproj ectionsandeconomicforecastsandmakeproposalstothecommi
yassemblyresponsibleforbudgetarymatters 

;

on
tteesofthecount
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s) prepareanalysesofspecificissues, includingfinancialrisksposedbythe National and County

governmentpoliciesandactivitiesto guidethecountyassembly ;

d) considerbudgetproposalsandeconomictrendsandmakerecommendationstothe relevant

comiitteeo ft hecountyassemblywithrespecttotho sepropo salsandtrends ;

e) establishandfosterrelationshipswiththe National and County Treasury andother national

and intemational organisations, with an interest in budgetaryandsocio-

economicmattersasitconsidersappropriatefortheefficientandeffectiveperformanceofitsfunc

tions;

0 subjecttoArticle 35 oftheConstitution, ensurethat all

reportsandotherdocumentsproducedbytheassemblyoffi ceareprepared,

publishedandpublicised not laterthanfourteendays aft er production;and

g) reporttothe relevant committesofthecountyassembly on

anybillthatissubmittedtothecountyassemblyandhas an economicandfiscalimpact,

makingreferencetothefiscalresponsibilityprinciplesandtothefiscalobjectivesset out in the

relevant Budget Policy Statement; and

h) propose, wherenecessary, altemative fiscalframework in repectofanyfinancialyear.

a
(3) The Parliamentary Budget Office shallbereqiredtoassistandbuildthecapacityof County
AssembliestoanaylseanydocumentsunderthisActandanyRegulations on matters Public Finance.

Justification

(2) In carrying out itsfunctionsundersubsection
thecountyassemblyofficeshallobservetheprinciplesofpublicfinanceunderArticle
oftheConstitution.

The County FiscalStrategy

aredocumentsuniquetocountiesandarepartofretinueofinformationthatexistatthe County

Revenue alloactiondonebyParliamenthasverylittleto do withthe

andthereforetheParliamentary Budget Office wouldbeengaging in
workfi shingexpeditioniftheystartedover-interactingwiththedocuments.

(i),
201

Papers

level.

CFSPs

a

This shouldbedoneatthevarious County Assembliesbyrequiringthat County Assembliesestablish

an officewithinthe County Assembly Service responsibleforbudget, financeandeconomicmatters.

The National Govemmentanditsstructuresshouldbeconcernedwithbuildingcapacityof County

Govemmentsand CountY

Assembliestoperformtheirfunctionsinsteadoftakingawaythosefunctionsandperfomingthem.

Itisnotedthattherolesandfunctionsof County Assemblieswithregardtobudgetpreparation,

approvalandmonitoringmirrorthosethatareundertakenatthe National Parliament.

Tosafeguardtheworkofofficersundertakingthisonustaskatthe National Parliament,

(
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thereislegallyestablishedparliamentary Budget Officewithadequateexpertiseandexperiencetoenable Members makeinformeddecisions.

Clause 4, s.8

The provisionshouldbeamendedtoprovidethatwithrespecttoCountiestheapprovalbegivenby
relevant county Treasuries in linewithguidelinesdevelopedbythe National rreasury.

The proposedamendmentis
timelyreprievethataimstosafeguardpublicfundsfromthelingeringhandsoftho

dvantageofgeneralelectionstosiphonpublicmoney.

However, County Govemmentsareautonomousstructurescap
whenandandhowtospendmoneyallocatedtothem. 

The
existstotoprovidesguidanceandadvice on publicfi nancemanagement.

The workofapprovingdevelopmentexpenditurestobeundertakenduringthatperiodshouldbedoneby

County Treasuries.

Clause 31, s.109(4)

clause 3l be amended to insert clause 3r(2) thatwilr be read

The Principal Act is amended by inserting the following new section immediately after section10e (6)-

109 7A' (a) The counfl Treasury shall submit all requisitions to the controller of Budget as soonas is practically possible, but nt later than forty eighi t or., upon receiving the request fromrespective entities.
(b) The accounting offic.erwhen requisitioning for exchequer releases for the county assemblyshall submit a copy of the requisition to the controller oi budget and the controller of budgetshall only release the funds upon satisfying themsetr., itrt the requisition submitted by the
9grty treasury and that by_the county Assembry are in conformity.(c) The county Executive committeeicecl Member io, nn*.. shall not withhold or refuse to

X?HJ;tuisition 
for a countv Assemblv io the cont.otL, of budget on behalf of the couniy

(d) The cEC commits an offence under the Act for withholding or refusing to the submitrequisition on behalf of the county Assembly to the controller of Budget.

a

sewhomaywishtotakea

ableofmakingdecisions on
National Treasury

)

Justification

This amendment will ensure that once funds are requisitioned by the county Assembly throughthe county treasury, there are no delays in forwarding the requisition to the coB as has been theCase.

Clause 33, s.ll6

Clause 33 be amended to insert 33A

6lPage
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(i)to,provide for the establishment of the County Assembly Fund.

(ii) provide that section 34 of the county Assembly Services Act is deleted

The Principal Act is amended by inserting the following new clause immediately after section
I 16-

116A. (i) Pursuant to Section 34 of the County Assembly Services Act, there is a established a
fund to be known as the County Assembly Fund.

(ii) The Secretary to the County Assembly service Board shall, on the directions of the Board,
open and operate such bank accounts as may be necessary for the purposes of the County
Assembly Fund.

(iii) Notwithstanding any other provisions of this Act, where a fund is established under any
other law for the purpose of a county assembly, the County Assembly Service Board shall-

a) establish procedures and systems for proper and effective management of the monies and
property of the Fund;

b) establish accounting procedures and systems for the Board to properly account for the
monies and property;

c) superintend the expenditure of the monies of the Fund to ensure that the monies are
properly accounted for;

d) prepare and submit accounts for each financial year in accordance with the written law
relating to audit for audit by the Auditor-General; and

e) ensure that the accounts prepared under paragraph (d) comply with the provisions of this
Act.

Justification

The Public FinanceManagement
Actandthisamendmentavo i dsduplication.

Clause 35, s.119

Actissuperiorto County AssemblyService

Introduce a subsection that provides that the Treasury Single Accounts shall not apply to the
County Assemblies

(c) By inserting the following new subsection immediately after subsection 119 (6) -
(7) The provisions of the Treasury Single Account under this Section shall not apply to a county
assembly.

Justification

!

I
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The County Assembly receives funds under the County Allocation Revenue Act therefore the
funds allocated to county Assemblies need not go through the same executive account to avoid
rnix ups and unintended mismanagement of funds.

Clause 39, s.127

The clause 39 be amended to insert a new clause (39B) 2A By inserting the following new
subsection immediately after subsection 127 (l) _

(2) (a) The Controller of Budget shall only release funds to a County Assembly based on the
projections in subsection (ii) and the funds allocated under the county Allocation of Revenue
Act.

Justification

This will ensure that county Assembly releases are not subject to other conditions introduced bycoB other than the cash flow projections and allocation based on the county Allocation ofRevenue Act' Recently the controller of budget has introduced extraneous requirements
including the voucher, imprest warrant, bank vouchers for exchequer releases.

Clause 40, s.l28a

The provisionsshouldbemaintainedas in theprinciparAct.

Justification

)t

a

The amendment will limitthetimelinesavailableforSectorstofinalizetheirissuesandincludethe 
samein theannualdevelopment plan whichthelawrequirestobesubmittedby 

3 Oth September.

Clause 41, s.129

The provisionberetainedas in theprincipalAct

The county budgetmakingprocessis robust withtheformulationofthe county Fiscalstrategy

:?tT' 
(cFSPs) being an exhaustive and all-inclusive end ofproductof county planning. The

providestheoverallreso.urceenvelopeprojectionsandSectorexpenditureceilingsforthenextfinancialy
ear' Sectorsincludingthe county Aisernbly must live withintheceilingsproposedbythe countyExecutive committeeandapprovedbythe county Assembly-in the cFSp.

ItisnoteworthythattheprovisionsofArticle 176 oftheconstitutionofKenyaprovidethatthe countyGovemmentconsistsofthe county Executive andthe county Assembly. These twoare separate

r;.x1'-dtheprincipleol"o"*f ,"ro^"*i3;lJr,,*.;;;;;;';:,r"'*i,..ffi frtheprovisionthatbudgetestimatesofthe ^county 
Assembtiesueapprovedbythe county Executiveshouldbeshelved.

t

t
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'Ther proposedamendment also contradictstheprovisionsofSection 129 (3) and (4)

whichexplicitlyprovidethatthe Clerk tothe County Assemblyshallprepareestimatesandtablethe

same in the County Assemblywithoutanyreferencetothe County Executive save

forrequiremttosubmittothe County Executive Committee Member forFinanceforhiscomments.

Justification

Retention of the provision in the Act will allow for the independence of the Assemblies by

allowing the County Assembly Service Boards to be the final body/authority regarding the

County Assembly budget. This amendment will expose the county assembly to another level of
control by the Executive yet the Assemblies already have ceilings

Clause 45, s.136

Insert 1364 (a) any money unspent can be re-budgeted without affecting the ceiling for both

assembly and executive. To clear pending bills without affecting the current budget

d) By inserting the following new subsection immediately after subsection (3) -

(4) An appropriation that has not been spent at the end of the financial year for the year which it

was appropriated can be budgeted in the next financial year and such sum shall not affect the

ceilings issued in respect to that financial year.

Justification

It will allow assemblies to use the funds unspent at the end of any Financial Year as a balance

carried forward since the said balances were part of the ceilings and pending bills hence avoiding

the use of current financial year ceilings to offset previously accrued bills.

Clause 65, s.187

The provisionsofSectionlsT (d)ofthePrincipalActbeamended by inserting the following new

paragraphs in subsection (i) immediately after paragraph (h) -
(ii) a representative of a body acting on behalf of County Assemblies appointed by

the body.

(iii) a representative of Clerks of County Assembly nominated by Clerks of County

Assemblies.

Justification

The Council does not containanyrepresentationfromthe County Assembliesmakingittooslipsided

on the County Executive.

Members' Deliberation
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1. After deliberations, socAT withdrew their arnendment on clause 4(g)2. Both institutions were in support of the Bill.

MIN.NO.020 |DC-F t2018: ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourn ed, at 12.30pm. The nextmeeting will be held at 02.00 pm.

I
..

t,

I

I

HON. JOSEPH K. LIMO, MP

(CHATRPERSOTg

SIGNED .\:..Y:".2 ..DATE */Q/z.*l&. ..
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MINUTES OF' THE 1 OTH SITTING oF THE DEPARTMENTAL CoMMITTEE ON
,t

'rt

FIN
I

ANCE AND NATIONAL PLANNING HELD ON THURSDAY, 13rH MARCH, 201gIN THE COMMITTEE ROOM 2ND FLOOR, CONTINENTAL HOUSE AT g.OOAM

PRESENT

1. Hon. Joseph K. Limo, Mp _ Chairperson
2. Hon. Isaac W. Ndirangu, Mp_ Vice Chairperson
3. I{on. Shakeel Shabbir Ahmed, Mp
4. Hon. Abdul Rahim Dawood, Mp
5. Hon. Enoch Kibunguchy, Mp
6. Hon. Daniel E. Nanok, Mp
7. Hon. Andrew A. Okuome, Mp
8. Hon. Joseph M. Oyula, Mp
9. Hon" Mohamed A. Mohamed, Mp
10. Hon. Lydia H. Mizighi, Mp

APOLOGY

1. Hon. Jimmy O. Angwenyi, Mp
2. Hon. Alfred Sambu, Mp
3. Hon. Samuel Atandi, Mp
4. Hon. Stanley M.Muthama, Mp
5. Hon. purity W. Ngirici, Mp
6. Hon. David M. Mboni, Mp
7. Hon. Francis K. Kimani, Mp
8. Hon. Joshua C. Kandie, Mp

INATTENDANCE

SECRETARIAT

t

I

L Mr. Robert Nyaga

2. Ms. Leah Mwaura
3. Mr. Josephat Motonu
4. Ms. Lynette Otieno
5. Mr. Chelang,a Maiyo
6. Mr. John Njoro
7. Mr. Collins Mahamba

NATIONAL TREASURY _ PPP UNIT
l. Eng. Stanley Kamau - Director

Deputy Director, pBO

First Clerk Assistant/ Lead Clerk
Fiscal Analyst I
Legal Counsel II
Policy and Research Analyst
Sergeant-At-Arms

Audio Officer
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ar2, Dr. Rono Trimising - Legal Expert
3. Ms. Felister Munyua - County ppp Advisor
4. Mr. wycliffe ondieki - Monitoring a.d Evaluation Specialist
5. Ms. Adah Olando - Executive Assistant

Agenda

l. Prayers
2. Preliminaries/Introductions
3. Communication from the Chair
4. Bills
5. Petitions
6. Papers

7. Personal statement (Members Only)
8. Confirmation of Minutes
9 Matters Arising
10' Meeting with the Public Private Partnership Committee to consider matters relating toPublic Private Partnership programmes and the Public private partnersiip

(Amendment) Bill, 2017 ; and
consideration of the Public Finance Management (Amendment) Bill, 2017

1 1. Adjournment

MIN.NO.O 50 IDC-F 120 1 8 : pRELIMINARIES/COMMUNICATION FROM THE . .
)CHAIRPERSON

The meeting was called to order at 9:30 a.rn with prayer from the Chairperson. He then
proceeded to request Members and the invited officials to introduce themselves.

The Chairperson noted that the meeting was expecting the attendance of the principal Secretary
National Treasury, as the Chairperson of the Public Private Partnership Committee. However,
the Principal Secretary was not present in the meeting and no formal communication had been
done. Members expressed displeasure in the manner with which the cS and the ps Treasury had
on several occasions failed to attend Committee meeting and further failing to formerly
communicate of their inability to honour Committee's invitations. The Committee directed that a
letter be done to the PS to register displeasure. The Cornmittee therefore resolved that the
meeting with the PPP officials be suspended owing to the above reason.

MIN.NO.0 SltDC-F12018: CONFIRMATION OF MINUTBS

Minutes of the 9th sitting were adopted as true records of the proceedings having been proposed
and seconded by Hon. Waihenya Ndirangu, MP and Hon. Joseph oyula, M.p respectively.

,

)
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, YINiNo.0s2lDC-F/2018:MATTERS ARTSTNC
Under Min' 048/DC-F/2018: consicleration of the pubric private partnerships(Amendment) Bill' 2017 - The committee noted that the i,stitute of social Accountability hadsubmitted memoranda in relations to the Public Private partnerships (Amendrnent) Bill, 2017.The committee therefore noted the need to i,vite the,r lbr a meeting to discuss the Bi, and theconcerns raised by them' The meeting was schecJulecl fbr Thursda y z;,roMarch, 20lg.Thereafter,the Committee would consider the report on the BiI ancl table it to the House.

MIN.NO.0S3/DC-F/20I8: CONSIDERATION OFMANAGEMENT (AMENDMENT) BLLL, 201 7
The committee was taken through the Bi, as folrows: - That:-

THE PUBLIC FINANCE

)

(i) The Public Finatrce (Amendme.t) Bill, 2ol7 pr,pose.s to amend various Sections of thePrincipal Act in order to ensure its smooth implementation. The public FinanceManagement (PFM) Act was enacted i, July 2012 and,had hitherto been amended twicei'e the Act Number 34 of 2013 and Act Nr-rmber 6 of 2014. There were also someamendments which were effected through trre Finance Act,2017 .(ii) The journey of this proposed u,n"ndr-,..,t begun in 2015 when the public FinanceManagement (Amendment) Bill,20l5 was introch-rcecl in the National Assembly. It wasscrutinized and amended before it was eventually passed by the House in 2017.subsequently, it was sent to the Senate for concunence, and this was hampered by theexpiry of the term of the I lth parliament.

t (iii)clause 2 of the proposed amendment i, Section 2 of the principar Act amends thedefinition of short term borrowing to specify that it is only the central Bank of Kenyathat would be allowed to issue overdrafts arrcl not other banks. This is meant to curtail the'' p'actice of national government and most county governments which borrow fromcommercial banks for short term cash flow management leading to unchecked exposureto interest rate risks.
(iv) clause 3 of the Bill deals with the Inclusion of parliarnent in the establishment of countyentities' As curently, Parliame,t is not involved whenever a county governmentestablishes a county government entity. The approval process involves the cEC and thecounty Assembly' Therefore the amendm"nt to iriclude parliament is ensuring there areproper checks and balances in the establishment of public entities at counties.(v) The amendment of Section 10 of the Pri,cipal Act on the work and functions of pBo(clause 5) - there are three main issues covered here. First is the actualizatioH of thesmooth implementation Article 1 14 of the constitution on processing of ..money 

Bills,, inline with the already establish best practice. The second aspect relates to additionalfunctions of PBo which are: to undertakc mo,itoring and evaluation of governmentprogrammes and projects to inform legislative economic analysis, production of theBudget options paper to guide the legislature in scrutinizing the Budget policy Statementand analysis of the county Fiscal Strategy Papers to inform respective committees ofParliament with regard to broad policy goals ancl strategic objectives overarching thebudget in the county government. The thircl issLre relates to providing a framework of3lPage
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access to information that is requisite in tlie conclucting various analyses in the
performance of the statutory functions.

(vi)Clause 8 of the proposed amendrr.rcnt restricts any procLlrement of capital vote for the
national and county governltlent and their respective entities within three months prior to
a general electiou unless there is ar-rthorization by the National Treasury. This is to
control development comrnitment lbr both levels of government during the transition
period, thereby rnanaging any attendant risk that may occllr durilg that period.

(vii) Clause l0 of the Bills was dealing with the changing quarterly reporting to 3
reports annually As currently cotrtained in the Principal Act, the National Treasury
releases Quarterly Economic and ISudgetary Review. The proposed amendment implies
that docun-rent will be released thrice a year as opposed to four times. However, the
controller of budget reports ou br-rdget irnplementation on a qr,rarterly basis and it is
imperative for retention of the current status where the reporting is done at the same time.
This will ensure harmotrizatiou atrcl conrparison of the information published by these
two institutions to ensure consistency.

(viii) Clause l3 of tlte proposeci anrettclnrertt was providing for the moptlly publication of the
Exchequer releases which is to be clone at the level of prograrnmes and projects. This will
improve transparency and accountability in the utilization of public resources by bLrdget
implementing agencies, ultiurately facilitating effective oversight by the legislature.

(ix)Clause 15 of the proposed ametrdtlent provides for the respective accounting officers in
various govetnment entities to tlot ouly nronitor the financial performance of their eltities
but also go further and monitor non-financial perfomrance. This will guarantee value for
money in the provision of public sen,ices.

(x) Clause 18 of the proposed atnenclment indicate tliat there coulcl be other collectors of
revenue in addition to the Kenya Revenue Authority. Perhaps, the focus is the collectio.
of various earmarked revenues but the utilization of economies of scale may be realizecl
when the already established revenLre agency will be engaged because of the establislied
structures and competencies.

(xi)Clause 21 -22 of tlie Bill provicle lbr the responsible Cabinet Secretaries to oversigh.lie
governmellt-linked cotporatiotts utrclet' their purview and report arrnually to the Natio.al
Assembly 4 months upon tlte closure of tlie fiscal year on change in shareholding during
the reporting period, loans and guarautees, profit or loss, l'evenlre received by the ,ational
govemment from the government-linked corporation ancl assessment of financial and
non-financial performance. This is likely to safeguarcl government interest and
investment in government-linkecl corlroration in addition to state corporations.

(xii) Clause 3l of the Bill was itrtetrcling to restrict the County ltevelue Fur-rd to the Central
Bank of Kenya. The amenclment slrecifies that the County Exchequer Account which
holds the County Revenue Funcl to be clomiciled in the Central Bank of Kenya and not at
other banks' This will, among other measures, facilitate the operationalization of the
Treasury Single Account.
Membcrs' rcsolution- The Cornmittec Mcmbers supportecl this amcnclment.

,
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t L(xiii) clause 32 oftlie Bill was i,tencling to elab.r'ate wrrat constitutes a county emergency atI the county government level so as to qualiiy what is to benefit from withdrawal of fundsfrom the cottnty emergency Funcl. This is fbr avoidance of doubt and ensure there isenhanced clarity across the counties.
(xiv) clause 34 of the Bill relates to changing tinreli,es for the county Fiscar Strategy paper(CFSP) (clause 34)'The timeli,e ro,' tn. ,uunrirrion of the cFSp to the countyAssemblies is proposed to be changed from 28'l'February every r.u. ro l5tr,of Februaryand the period of its consideration, upon sub,rission, has been proposed to be increasedfrom l4 to 30 days' This will grant the cou,ty Assernblies sufficient time to scrutinizethis key budget document' Howeue., Sectio, 117 (2) requires alignment of the cFspobjectives to the ones of the Budget Policy Statement (Bps) whose deadline forsubmission to parliament is l4tl,February.

(xv) clause 35 (b) of the Bill proposes to ensure that there is publication of countygovernments' monthly overd'afts in the Natio,ar Treasury *.u.ir.. The proposedamendment shall require the Natio,al Treasury ,o fuotrrt and publici ze, intheir website,the monthly overdrafts by the county govefl1rllents on the 5tl,day of every month. This isanticipated to improve transparency and accou,tability in the management of pubricresources at the county level and encourage prudence.(xvi) clause 36 of the Bill relates to the uu,rr.ing ail'arlgeme,ts by the county governments.The Public Finance Management (cou,ty RegLla-tions), 2017 provided an elaboratemechanisms on banking arrangements by the county govemments incruding openingcounty Exchequer Account onty in the central Bank of Kenya. Imprest account for pettycash may be opened at other banks with prior authorization by the cEc (M) for Finance.This is what is being proposed for elevation into the principal Act.(xvii)clause 38 & 40 of the Bill relates to timelines fbr release of county Budget circularand submission of the Annual Development plan are being proposed to be changed tot5tr'and 3Oth September, from :0,, arJrr;;;;;;i J.pt.*u.. respectivery, and the ADpshall be approved within one month upJr.rUrrirri*(xviii) clause 39 of the Bill relates-to casli flow projections to be submitted at the sametime as the Estimates' The timeline for subrnissio, oi.urt, flow projections for the countygovernment has been harmonized with the submissio, of the estimates. However, the onefor the national government is not providecl since Secti on2gof the principal Act providesfor the National Treasury to establish framework fbr.the cash flow management.(xix) clause 42 of the Bill seeks to limit the extent to which the county Assemblies canamend the Estimates to be not more than llYo ofthe approved ceilings in the cFSp.Further' that the Estimates, once approvecl, shall be submitted to the Nltional Treasurywithin 14 days' First' the PFM (county Rcgr"rlations) caps the extent of changes at onlyloh of the GFSP ceiling' These are contraclictory measures and they seem to cr"rrtal thecounty Assemblies in the performance of their constitutional mandate especially on thebudget process.
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irt(xx) clauses 6l to 63 of the Bill relates to the Involvement of the respective cECs in the
oversight of county government-linked corporation. This is to safeguard the county
government interest and investment in the county government-linked corporations.

MIN.NO.O54IDC-FI2O18: ADOPTION OF THE REPORT AND THE COMMITTEE,S
AMENDMENTS ON THE STATUTE LAW (MISCELLANEOUS AMENDMENTS)
B[LL,20t7
The Committee was taken tlrough the Statute Law (Miscellaneous Amenclments) Bill, 2017 and
adopted the following amendments for presentation during the Committee Stage.

SCHEDULE
(1) THAT the Schedule to the Bill be arr-rended in-

(a) the proposed amendments to the Pensions Act, Cap. 189 by deleting the proposed
amendments to section 5(3); and

(b) the proposed amendmettts to the Salaries and Rernuneration Commission Act, No. l0
of 201I by deleting-

a))

(i)
(ii)
(iii)
(iv)

the proposed amendment to section a(3);
the proposed amendment to section 7;
the proposed amendment to section 7(10); anct

the proposed amendment to section 7(l l).

1
I

l{
MIN.NO.0 llIDC-F 120 1 8 : ADJOURNMENT

There being no other business to deliberate on, the meeting was adjourned at 12.45 pm,The next
meeting will be held on Thursday, l5tr'March 201g.

HON. JOSEPH K. LIMO, MP

(CHATRPERSON)
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