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Mr. Speaker sir, on behalf of the Members of the Budget committee and as required under

!]q(,10_orqer No. 143(4), rhereby present to rhe H6use, the committee,s Refo( on the

?0^1!1? Budget Policy staternent taid on the tabte of the House on Tuesday, lzth Aprit
2012. Pursuant to standing order 143, once laid before the House, The Budget policy
Statement stands committed to the Budget Committee for examination in consulLtion with
departmentalcommittees and subsequenfly, a report is laid in this House.

The Constitution of Kenya establishes Parliament as the guardian of public finances and
financial measures and it has drastically changed the landscape of public Financial
Management in this country..The nole of parliament has shifted from a,uuoget approving,
legislature to a 'budget making' one. Budget making entails identifying proirammes and
activities to be carried out during a specific period; an-d outlining now rev"enujraised will be

:h?r.! ?I9ng competing needs. This is the third report on Budget poricy Statement (Bps)
to be tabled in Padiament in accordance with the requirements-of Fiscai Management Act,
2009 and the Kenya NationalAssembly Standing Orders, 200g.

Mr. speaker sir, based on your ruling on lgrn April 2012, you did indicate that in
consultation with Departmental committees, the Budget committee should immediately
embark on reviewing the document and within 7 days, submit a report to this House, l,m
glad that we have been able to undertake this tas'k diligently and h.ue adhered to the
timelines^

It is important to note that in as much as this report is being laid in the House at a time when
the.Estimates are being submitted, the Committee reitemtes that the report will form the
basis of reviewing the Estimates. Thus, the recommendations therein be considered while
interrogating the various programmes of Ministries, Departments ano Rgencies 1MoAs1
especially with regard to the 2012/13 budget.

Mr. speaker sir, the Budget committee as currenfly constituted comprises the following:-

Preface

1)The Hon. Elias P. Mbau, M.p.

2) The Hon. Alfred Sambu, M.p.

3)The Hon. Martin Ogindo, M.p,

4) The Hon. Danson Mungatana, M.p.

5) The Hon. Moses Lessonet, M.p,

6) The Hon. Omari Mbwana Zonga, M.p.

- Chairperson

- Vice.Chairperson
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7) The Hon. John Mbadi, M.p.

8) The Hon. Nemesysus Warugongo, M.p.

9) The Hon. Sheik Dor, M.p.

10) The Hon. John Mututho, M.p.

11)The Hon. Nelson Gaichuhie, M.p,

12)The Hon. Emitio Kathuri, M.p.

13)The Hon. Abdul Bahari, M.p

14) The Hon. Johnstone Muthama, M.p.

15) The Hon. Jackson Kiptanui, M.p.

Mandate of the Committee

Mr' speaker sir, in addition-the chairpersons of all Departmental committees are ex-officiomembers of the Budoet committee. *nil th;;;;t#ry participate and this makes theCommittee the largest"and indeed, this i, inlin" ,i,it[ tiie importance of the issues which thisCommittee handles in its day to Oay operation;. 
" " "

The Budget commiftee is esiablished under the standing orders 190 and is further givenlegal backing under the riscar uranitemJ.ia.i, zooU. ihe committee is mandated to:a) Examine the Budget poricy state'meri;,.#,.ffii; the house and report to the House ,what, if any, economies that shourd bd il;;ilstent with proper carrying into effect
, , gf tlu poticies imptied in or by such ,t.iil;i *d ;stimates;b) Evaluate tax estimates, economic ,rd ilg;til;;ricies and programmes with directBudget outlays and;
c) study a, economic and budgetary questions farting within the competence of theNationalAssembry and transmii its rl.dmmenlatiils tnereon to the Assembry.

Examination of the Budget policy Statement
Mr' speaker sir, durinq the review of the Budget poricy statement, the Budget committeeheld 6 sittings. Furth6r, the commiftel-".Bir.o"iromissions from art Departmentarcommittees which it considered ..Ji;;iil.;lffiir,"port
ln addition, Mr. Speaker, Si1_p-ursuant to Article 221(3) of the Constitution, the committeealso met with the parriamentary service commisJil'n tpscl and the Judiciai servicecommission. r wish to sincerery'thank ,ri G;il;; the Budget commiitee as wet as
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those of the Departmental Committees for their dedicated enthusiasm and support during
the review of the Budget Policy Statement (BpS)

Acknowledgements
The Committee is equally grateful to the Offices of the Speaker and the Clerk of National
Assembly for the supportthey gave during its consideration of the Budget policy Statement,

Mr. Speaker sir,
On behalf of the Budget Committee, I now have the honour and pleasure to present this
report of the Budget mmittee on the Budget Policy Statemenl tor 2012t2013 and the
Medium Term to this Ho SC debate and adoption.

Signe

Chairman

Hon, Elias P. Mbau, MP

Dated
l0 tr, 2--o / Z_
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a. Purpose of the Budget policy Statement (BpS)

1) The Budget poricy Statement is expected to state the broad strategic macroeconomicissues that will inform budgeting in'the next nnln.iar year and the medium term. Thisincludes an assessment.oflhe economy in the current'finun.irJ vrur, prructeo state ofthe economy in the medium term, the ..ia.roeconomic and flscai poli.'i..'iliin. purtooand the criteria for ,.::!o. arocation among sfeciRc prog,rr*.r-in.ruiing outprt,expected from each programme. r

b. Adherence of the Budget policy Statement to Legislation

2) section 7 of the Fiscar Management Act, 2009 as weil 
-as 

standing order 143 providethe legar basis for the submission or tne BudgetEticy statemlnllilnsj anl'outrine itsstructure and content which the Minister forihe time neing resfJrsinrllo. nnun.. i,expected to adhere to. whire the Bps 2012 has uroalty tJt.n inio'account tneprovisions of the Fiscar Management Act and stanoing orders, it faired to adhere tosome pertinent provisions.

3) Notably section 7(3) (d) and (e) of the FMA provides that the Bps shourd contain thetotal resources to be ailocated io individu-ar progrrrn*". within a sector or ministry forthe current financiaryear and.succeeoing a viaii, indicating ortprt ,*pu.t.o'from sucnpr'gramme during that period and tne criteria used to apportion these i.ror*, ,n,orgthe ministries and the individuar progr**...-iowever, the Bps has continuousry
missed this provision. This makes uivision or."rorr.", a mystery and we hope that thiswill change in future.

c. The thrust of the Budget policy Statement

4) The BPS 2012 ouflines the various chalrenges facing the economy during this kansitionperiod, both interna*y and externary.,,esJin.iuJeiigh inflation in the country that hasincreased the cost of riving and is an irpuJim.nl t"" orri*r, ffi;ffiI 'a 
weakglobal economic performance on the external front. 

vrq,rrrrrv'| qrru

5) ln order to address these chailenges, the Bps 2012 seeks to consoridate and sustaininclus.ive economic grovrth. by resioring ,no ,nuintrining macroecono*i. ,t.niritv .nufocusing on economic poricies and rtru.turat r*toims iimed at removinj'nurotes to

I. INTRODUCTION
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higher groMh while faciritating private sector to expand its business, promoteproductivity and buird resirience necessary for emproyment ."rtion-uno'poverty
reduction.

II. RECENT ECONOMIC DEVELOPMENTS AND OUTLOOK

6) The BPS provides a review of recent economic performance, asserting that over theyears, there has been increased spending on sociar sectors ,*iL usiir.rtion andhealth and this has supported incrusive giowth. As such the gou.r*.ntlntends tocontinue spending on priority sectors such as agricurture ano rurii aeviiopment, neartn
and education to enhance socio_economic deve16pment.

7) The BPS draws attention to achieving the MDGs, pointing out that MDGs 1 - eradrcate
extreme poverty and hunger, 4 - reduce chird mortarity ,n"o s - improve maternar hearth,are unlikely to be achieved by 

-2gl! 
though the supportive environment is improving.

The committee notes that the 201s deadline for meeting MDGs is t rirpp,orrning.
There is therefore need for the.government to put in pracJprope*tiut.gLriS expedite
the achievement of MDGs, particutarry those that have been identified ai unlikery to be
achieved by 201S.

8) The budget process is_the key entry point in entrenching government efforts in the
achievement of the MDGs and the Medium Term pran goars of Vision 2030. An effective
budget process that takes into account an ail-incru-sive participation ind arso thecountry's deveropment 

^agenda 
is a criticar poriticar statement oi a governm"nt,s

commitment to the MDGs achievement. Sustained allocation of national resources totargeted components of the deveropment programmes must take priority within thepurview of a country's development pians.

9) Parliament should hold the executive accountable for its commitment and progress inachieving the Medium Term pran goars of Vision 2030. currenily, virion ioio is not
anchored in any law and there exists no macro framewort ror its operationalization.
Furthermore, since the 2a1zt13 budget marks the end of the first MTp under Vision
2030, there is need for the government to repo( what has been achieved under the first
MTP with regard to this Viiion. The committee notes that the Bps has given scanty
information on this account.

10)Emerging
revenue
expenditu

fiscal chailenges to the
underperformance, const
re due to poor procuremen

2011112 budget as ouflined in the BpS include
rained domestic borrowing and overall under-
t planning and low absorption of funds. On the other
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hand, there are additionar spending pressures mainry on sararies, imprementation of theconstitution and security operations in somalia. To address ini. situaiion, tn.government is rationarizing expenditures and deferring projects that are uniirJv to st rt
this tinancial year. There has been a re-ailocation .f biljg.i p,;ur..l,i.l'rtiilrti.. .iexisting contingencies and budget reserve to meet part of the expenditure requirements.
The government has. arso sought a syndicated ro.n ol ,[- io''iirr',"'ii oirrion(approximately us$ 600 milrion)10 over.ome the cunent tow'uptake oigo-vlmment
securittes by investors.

11)The committee welcomes the move to rationalize expenditure. lndeed, rationalizing non-
core expenditure is among the key austerity measures proposed oy tnb commitiee in its
report on the budget estimates in the 2011/12 budget. For purposes oirriiiiv,'it i, tn*opinion of the Cornmittee that the government shiuld cteaily bufline the brdad areas
where it has cut expenditure and byiow. Furthermore, based on past experience, tnere
is need to state the source of the syndicated loan as well as the terms and conditions.
The government shourd.also refoim its procurement procedures to hasten project
implementation by ministries.

12)The BPS projects that real GDp will.grow by s.2 percent in 2012 and is expected to pick
up to about 6.0 percent in the medium term. This transrates to s.s percJnl g-r;*tn to,"financial year 2012h3,5.9 percent in 2013/14 and 6.3 percent rn zoia"tr. rnisprojected growth wiil be driven by continued expansion in agricurture (bairing any
adverse weather), tourism, construction, transport and communicition and rcl.

13)The committee notes that this economic growth projection of 5.2 percent in 2012 is
overly optimistic as it is based on weak assumptions oi robust growth in theagricultural
sector and rourism. However,2012 is likety to be a tough yeaifor the tourisri industry
on account of the election uncertainties, sporadic terror ittacks, coupled witn tne gtouai
economic slowdown. These are likely to put downward pressure on tourist arrivits ano
revenue at least in the short term.

14)The exports market is tikely to- perform poorly due to underperforming manufacturing
sector' likeiihood of underpeJfgrmln_ce of the agricurturar sector, ano Jowrig,aceo
economic outlook forecasts of the sSA region.r ihir may affect (enya Gaiivery in
terms of reduced market for its exports in 1ne ssR, coMESA anu ERc reiion. rhis
leaves the service sector - transport and communication and lcT - to drive 

"economic

groMh. The lcr sector growth has made an important contribution lo economic growth

1 World Economlc Ouflook U pdate, lMF, Janua 2012
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[i[,..r','r'ol1f"'-ffi:l'i!rT.,'*lito;l. underperrormance or the other sectors, it

15)The Bps furiher points ou1 that given the ,imited resources, the government wirr reiy onthe private sector to meet,.the e"conomy;r r.iiir..^r.qrir.r.nts. This cars for fasterimprementation of the pubric-p,ir;i;;;il;;*'ttrtt 
agenda, promote re!uration ofprivate secror activity and pruio. roiil;i;;;.i# r.;d;;;r:io,iinr.n.llno*ruu,.,the comm*tee feers that siven tn. tig[i;.;ri;oi]1ry currenrv being pursued by thecenrrar Bank of Kenva wh-ich ha;;;;;r;;;il[ ,ecror access t. n,i..n.., it is highryunrikery that the orivite sector wiilie ab]ei. [.i.i',n" economy in meeting it, ..ror...*requirements. Furthermore, it tne caK;aini;;t; tig!t_s.tance, it wi, cont-inue to curtairprivate sector growth. rt is nor.r";f.;h#i.in'i.,u a,o intends to pursue this giventhat inflationary pressures in tne tuture arJr,iiirio."., As such, it remains to be seenhow the governmenr wiit facilitate ,,il;;i;;i5lrprno its business.

16)rhe committee notes with concern the srow implementation of the ppp framework. It iscritical for the government to speeo up;ilr'ilH, ,.d chart a crear way forward withregard to the ppp framework. il.*;;; 'il; [offiu. gives a caveat on the rikerihoodof the pubric private partne"nipr l*nirgl,i" .oni,ng"n, rnbirities shourJ the private

ifl1l'i!?o'iX,3 i:::i::l f; Hm* lS n*n 
t in....ro,u r.; ih il.;;ffi enito put in

l7)According to the BpS,.the. current suppry side driven pressures on prices and theexcnange rate wi, subside in rine with in.',..lr.tion in oir pri.., ,no .ilpil"rrppry orfood with normar weather c^ondltions. Thi. i. rrp.o"o to reduce demand pressure onrmports and the current account. rne gorern;;."atso targets to bring inflation down to
illS[,r#;5;:*ry;tili"?J:.r;,i,;;ililH,itJ,. to ,,,t,in it ,..,inl tl" t percenr

18)The committee notes thatsupply_side risks to the oilmarket have been increasing dueto the geopotiticai problems'ir's],.i, srrtn sro".n rno yemen which have led toprolonged suppry disruptionr rro, in.l. ..rrl,i.ii'uraer such circumstances, the risk0r nsing oirprices is rooming Thus tire import iirri"iit.rvi."ffi;;.. ffil.ro,.u, uforecasted poor weather ourook for zori J.rrr, tni expectation of ampre food suppry.Given this uncerlain ourook coupred -iin ,,n.1 ,rtJ such as flscar pressures given theupcoming generai erections *nLn 
-."" 

.rnliJ.r"o the most expensive yet,

'. oil Market Re potl, 14 March 2012
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implementation of devorved government and security operations in somaria, it is unrikerythat inflation wiil reduce to singte digit levels il rOii:

19)The BPS points out that the government will continue to pursue strategic interventions toaccelerate growth, improve competitiveness anu fiomote exports. These incrude:

i) continuing investmentin infraskucture (energy, roads rair, terecommunications,
water). However, the committee notes that dlspite the progress made by the
Government in so far as promoting investment in infrastruJture, the-proposeo
standard gauge rairway as we[ as mass transit light rair system to enhance
connectivity between Nairobi and its suburbs is taking too ronj to comprete. Thegovernment shourd move with speed to comprete the refurbishment of the raitway
network as it is vitar in easing traffic congestion. There is need for a report on tne
status of this infrastructure prolect given that resources have arr-eady been ailocated.

ii) Positioning export as a key driver of growth and emproyment with priority given to
investment of infrastructure to faciritate export services in the oil sector from the
region, attracting petroreum rerated induskies and estabrishment of tran.nipm.nt.
However, given that the commerciar viabitity of the recenfly discovered oil in Turkana
has not been ascertained, the committee feers that it may be a bit too soon to give
priority to the oil sector as a key driver of expert led growth.

The comrnittee is of the opinion that in order to address Kenya,s weakening exportgroMh, the government shourd not onry diversify export mar'kets but arso EiversityKenya's export portforio. oveneriance on coree, La and horticulturat proaucJ'as tnecountry's main export commodities has not augured weil for tn. ...i"*,v ,.in*.commodities are vurnerabre to price voratirities r"n the internationar nur[.i'u, *.rr u,weather conditions. Kenya's export earnings ,." ii.d to its agricuiturar productivity
which. has suffered greafly in the rast t*o y.ril on account of poor weatherconditions. Growth in exports therefor., .rn be achieved tnrouin-enna-nceu
investment in other sectors such ,s in"-munurrcturing industii"*ni.i- n*consistenily underperformed.

iii) lmproving access to new markets; and

iv) lmpr,oving competition and removing regulatory burdens to small
deepening regional integration. The Committee reiterates the need

business, and

for Government
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to move with speed to improve the country,s business environment. lndeed, thesituation appears to b^e worsening as Kenya dropped three positions from 2011 andcurrenfly ranks at 109 out of 1g3 economies in terms .f ease;il; business.Removal of reguiatory burdens to small business proposed in the Bps is therefore awercome move as it wi, expand sma, business gro*h oppo,t*N., therebyenhancing economic growth.

III. FISCAL POLICYAND BUDGET FRAMEWORK
20)The Bps asserts commitment to riscar consotioation which is a combination of highrevenue and row exoenditure measures. rns is coupreu with a projection that the overailbudget deficit wi, ease r.o* +.0'2, oi'oop i,li,ir riiz to 3.6% of GDp by 2ot4t1s.

21)Treasury arso expects that the pubric debt to GDpratio wiil ease to 42% ofGDp by2014t1s berow rhe set bench ri.;k ; 45?';iin'. cop in the context of sustainabrepublic financing. rn this regard, the gouurnrn.ninop., to simprify the tax code, expand

lffH:.\il i&'_*;r,.,il;!li.u 
b*i,tiis [;'il;;\i., and remove t,x .xlmption, to

22)ln this regard' the committeenotes with concern the recurrent case of overestimation ofrevenues based on high GDp growth rates ,no'irtrninirtratiu; ;.;r;;;;;lo irpror.revenue. There has beey no attempt to uring the iniormar sector under the tax umbrerain spite of the high resource requirements'faJirg ou,. .orntry in the medium term.

23)The committee observes that overail borrowing in 2o11r1zhas been suppressed due tolow uptake of domestic tll*f;;,,, p.ri.i,i,i.g ;".0r economies. tn tisht of rhis andalso of the recurrent underperformance of revenuJ and increasing fiscar pressures, debtis likely to increase rather than decrease-

24)The committee therefore. otserves that the easing of pubric debt to GDp raro from45'8% in FY 2011112 to 42yo overtn. r.oi* t"rm is pegged on the unrearistic GDpgrowth number of 5.2o/, considering tn. ,r.i.".a."r,nic environment is still unstable.

25)To put this into perspective, intemationar investors are Iikely to be averse to rending as aresult of uncertainty over the ruture nroughia;;;;;y the impending erections as weil asthe poorty performins and constraineJ;il;i.;;;nomy. thr,.fJ,e tne mii ot roreignto internationar debt seems unrealistic. rn effect the targer part of deficit is likery to bemet by domestic debt and.therefore tn. .rp..trir. t6at concession.i-oorri*ing wirrconstitute the larger share of this i, ,ni.uriOiJ--'""'

I
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26)The Budget framework in the Bps assumes a GDp growth rate of 5,5% in 2012/13 andsingle digit inflation. The^co1,3rittea n.*"r.r,"*t.i1hat poor ,.rin. *ni.n *iri ,rinryaffect the agricurturar sector wi, rrpil;; il;;;ovutir or rne economy. To such end thereis arso a drought mitigation arocation u r.tJ.i'uiiron in the Bps which may indicate

IffJ ffi ,ll',X'.'il.i,Jfl ,.'XLlil; i;;J.,f["' 
i' i' tni', il;;.;, ;;; ;:1' u,o.u,

27)The committee arso notes that the assumption of a.reduction in recunent expenditure

:1ff'rtT:,.T,ffii:ratery 
lower wase bitl ii ,nr..rirti. u..rrr.'in...g;. ,lJ'r.r.,,,

28)rhe Government adoots_fiscalrules governing the budget. This should include structuralbalance, cyclically adjusted.uaranc*"icaei,ini ,noerrving current account balance,among others. rn addition, the Governmeni'rn"rru pubrish in advance the rures. Morespecificalty the pubrication shourd detair: (t h;;; rures wiil be met, (ii) what happens ifthe rules are not met, and (iii) the tir. ii*"i.r *hen the targets wi, be reached.

IV. CONSTITUENCYDEVELOPMENTFUND

29)rhe BPS proposes that the cDF wiil stiil be sustained in the budget over the mediumterm' rtprojects the cDF arocation to u. irt". iq.4 Birion in Financiaryear20l3/14and Kshs.27.6 Birion in zor+lts.in" rurJ *irr u" maintained at 2.4% of the totarordinary revenue.

30)The BPS further suggestsJhat the cDF shail be incorporated in the county revenue tothe county governments. Ther.tor. rrr**y rrggests tnat the management structureof CDF wiil have to be changed in tine with th6 neiionstitution.

31)The committee notesthit]l,: cDF has been arocated 2.4% otthe revenue which is

lHfl.H lli,ii,l,,r*o 
2.5x ortotaioiu;il;;;r, This rranstates to a s-nort rarr or

32)The committee arso notes that the Bps is uncrear on how the management of the fund(cDF) will be undertaken and whether tr,'," rr.i, 
-witt 

oe conoitionar or unconditionalgrants' ln addition to this, the issue of tn. rt*.irl .r cor anJ its mr..g;r-;t i, th.future needs to be agreed upon unJ r*gijr[l ;.l.qri"o.

The Budget Committe e Report on the Bud get Policy Statement for 2012113 10



33)There is need to t'k":ir.l:lar,the.on-going projects in rocarauthorities and providethe necessary funds.to comprete tn.r] tr"JJaition, given the importance of the
;lJT:ij,![j:[Tl]l,X,f' 

,.o"J.iu. ti,iiii, o,.*n, runo-eo in o,o-., i,lli'to underrake

34)There are inconsisten,rilr^.jy:..ji$il,t 
tff.?:?iil..- 

, &3) and rhe derairsin ministeriar expenditure (Annex a &sj. i].,r t.t.r deveropment .rp.noitri. of Kshs.381.1 birion that appears in- tnu uirirt.lirr .rp.noit 
" is more tnan 

'xshs.izo.2 
birionthat is reflected in the fiscal rrr..*orr. ri i, in'[ri. torrrtt..,rd;;;h;i'it , t,.rrrryprovides a clear and understanornr"'ror.ri"which shourd be accompanied withexplanatory notes. rn addition, uuring-h."rortiny or tne estimates of revenue andexpenditure, the Treasury...is require"d i. r;;;ll the tabres on centrar Governmentoperations, ministeriar ceitings (d;r.rd;;;iand Recurrent), barance of payments,external financing requiremenis, and the Fiscai rrame*orr underpinning the vision 2030

35)The structure ot 20122013 fiscar year national budget being a transitional budget todevolved system of qovernment shourd reflect ine- separation of spending programmesbetween National ani County Oou.rnm.ni, inline witn the constitution.

36)The programme based budgeting approach that the Government is embracing shouldprovide crear outputs ano ourc"omls oitn.lriiors expenditure programmes withemphasis on redistributive anu povert/ rJu.i[n'frogr"rrr"r.

37)The documentation of the annual budget should include a fiscal framework / outturn thatis consistent with the Estimate. 
"r,-pl^oiirr.']ni"n.u.n r"

VI. EXPENDITUREPRIORITIES

a) Overall expenditure priorities

38)with regard to the resource.enverop for Financiar year 2o12t13,the Bps indicates thatordinary revenue wi* cover funding 
"qriiud 

f;'ilcurrent expenditure, reaving the entiredevelopment budger to !:,li"r::i ilr];;h;;rilexternat projecr loans and srants, aswell as domestic borrlyilo rvroru rp.tii..tty]'tn" .r.rrrent costs of governmentoperations for 2012t13 r::^,:Iqu.t?d t" O. r.t ni oro,nury revenue leaving onty 5.2% ofordinary revenue for deveropment expenditure.'rurtner, the Government asserts thatthis financing framework ooofs weit .iti ,rri.r..ni*y of pubric finances.
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39)The committee notes with concern that this mode of financing wiil not read the countryto sustainabre path. To meet the Vision 2030 oojectives it is imperative to devote moredomestic,.resources (re-,venue) towards flnancinj oeveropr.nt'piql"il."t].,"i. unrrr..predictabitity of the Budget in times of externaieconomic shocks that affect externalinflows.

40)A quick comparison between theresource requirement in the various sectors and whathas been ailocated as pe1 the Bps indicates a malor disconnect. There are deviations inthe planned activities by the sectors and the sector ceilings. In some instances, the keypriorities appearing in the Bps vary with wnat tne varioLl sectors ,gr".J ,po'n orringsector consurtations and resource contestation. Thus there 
"" 

;;;;;;;; ,ln""tt er tneTreasury respects the consurtations they hord with miniskies ana in farti.rrri, wnetnerthe public hearings they hord inform the 6uoget. indeeo, Departmentar committees haverepoded that during consultations, there aie ministries *i i.n *poit"t trrai"tnev r,ronever..seefl the Budget policy statement. This raises concerns on whether the BpS
actually forms the basis of the annual and the medium term budget.

41)The BPS attempts to detail the criteria for resource allocation, however, it falls shorl ofdetailing the amount of resources gotng towards on-going prolects u, *.it u, ,uror,r.allocation to new programs. overail, thi criteria prouloeo"ob.s not p..ouii. I yard stickfor prioritization and targeting of programmes tor'rnhanceo ,r*iru iriir.rylinis is tneblack box of the budget process, who witt decoJe it for Kenyans? Th6 committee
emphasises the need for afiocation of resources to be based on'tne cosi oi o.iiu.ry otthe required goods and services as per the mandates of specific institutions. rorexample the allocation for health should be based on the cost .r tn, u.riuliv oi neamservices to Kenyans rather than an incrementar basis which has been the tradition.

42)The committee is arso concerned that the executive through Budget poricy statement
has not appreciated the risk inherent in the recurrent budgeidue to p".rriJ tnii witt neexerted next year when the following key expenditures wili be required:

i' Operationalisation of the Devorved Governments: putting in prace new structures
set by the constitution is expected to push up the government budget, especiaily the
recurrent vote. Estimates from the parliamentary Budget office indicate that doubring
in the size of parriament is expected to see an increment of recurrent cost from
Kshs.6.6 bitlion to Kshs.11 birtion. in Fy 2uai3 and Kshs.14.3 biilion in

3 Assuming the curenl remuneratjon an d logislical supporl rem ain at the same level, thal is, no policy change
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subsequent Financiar year. The cost of the 47 new county regisratures is estimatedat Kshs.22 biilion or in excess of that shourd tne memoers"J .oun[ ,rrumnri.,dernand similar terms as those of the National Legislature.ii' Generar Erections: The forthcoming g.nrrri erections which are expected to costthe counhy about Kshs,15 uirtion -iiooz increase from what was spent in 2007general elections and during the 2010 constitution referendum,iii' Public Sector wage bill: with the establishment of new institutions in the country,wage bilr is expected to go up. This wi, be furiher driven up ny *re current ongoingdemands by pubric officers for better wages as we, as staff rationarization, if any.

43) ln this regard, the qovernment needs to ensure that availabie resources are efficientlyutilized. Government shourd ,rro .nrri" ir,rt'inn...rrury expenditures are avoided.More importanfly, the committu" not., tnriit iJ jesiraote 
for the Treasury to set fiscairulesa so as to instil fiscal discipline

b) Thematic lssues for Consideration in the 201213 Budget

/ poverty reduction

44)The committee is concerned that armost harf of the Kenyan population is berow thepoverty line. The hioh economicgroMh was inltiatty touteu'as oeiencialto everyone inthe country since wialth 
-createo 

iloutJ oioinuiiivl,i.r,r" uown to even the poorest in thesociety. This has not happened.

45)ln this regard, the committee notes the need for a dericate barance between achievingsustainabte economic ol_oy! 
ihii?,..nsr,.,ng- oist,Lution of wealth ov iulr.ing pou.,1vand creating emproyment opportunities. rnis"is cnticai in meeting the principres of equityand fiscar responsibirity thaiwilrunrr,.. inriin.'.ornuv continues on the path towardsbecoming a fully cohesive and inclusive *.iLiV. 

--

46)To address the aforementioned issues the committee cafls for urgent intervention in thefollowing areas:
i' Directing a proportionatery higher poriion of government expenditure to acquisition ofcapital (investment) as opposed to present consumption. This would createemployment whire setting the tone for even higher economic growth for the country.

I
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I Fiscal rules are deflned as permanent conskaints on fiscar poricy through simple numerical rimits on budge
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ii. setting the tone for the decentralization of government expenditures by providing forministerial budgets at the county level in the 2012i13 budget. ,

/ Current Basis of Allocation to poverty Alteviation programmes

47)The recent direct p-overty aileviation measure of providing free funds to the poor has notworked and is not financiairy sustainabre in the ronf term. This is because Kenya has notreached the economic]:f[.i tne oevJofe"o ili ;h#'ffi'pJol!.ron i,comprehensive with unemployment benefits prouid.o universally. Instead, efforts shouldbe geared towards providing'emprovr*i rrip.rtr.iiies in oroei tnat'p.rlrtv ,iLrirtirnmay be sustainabre white reducing tne oirect'cosirmprication on tnu governml;.'

/ Addressing Unemployment

48)The committee notes with concern that one of the key issues facing the country is youthunemployment. To this end, the committee catts toline need to come up with ways andmeans of training the youth especiaily on entrepreneuriat st<its. rnis wirii" ulong *.v increating the critical mass for innovaiion ,no uttimat.ry job creation. There is thereforeneed to provide aid and flscar incentives t ,ui.i.r*prnies that offer student industriarinternships.

c) Overall expenditure priorities

i. setting the tone for the decentrarization of government expenditures by providing for
ministerial budgets at the county level inlhe zo1z13 budget. Decentralization of
expenditure is expected to entrench dishibution orservices across the counhy.ii. Provide direct credit facirities through estabrished government owned deveropment
finance institutions as opposed to private sector institutions. This is the most
effective way to provide cheap, accessibre and hassre free credit to the needy end-
users.

iii.

lv.

Expedite comptetion of fragship projects which may benefit the youth such as the
lnfo city at Konza, and the planned resort cities.
ln order to retain the bucloet within the barance, the government shourd focus onrationarizins pubric entitieslA 

"riu* 
oi.iiiiffi il;,,"d b; il;;;k;;i,,ii. ,,*of abolishing those whose mandates ,r. not r.i.urni as wett as merging institutionswith overlapping mandates.
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v' Government shouid^continue reducing wastages 
.in 

pubric service by reveraging ontcr whose cost has been on a oo*n*r,o tiend. Furthermore, it is high time thegovernment considered outsourcing non_priority goods and services.vi. Need to estabrish guiderines on irro*ul.r, and terms and conditions of serviceequivarent to those of the canadian Treasury Board. This wi, streamrine theprivileges of key office horders across Government and consequenily create somesavings. Given the. ba,ooning budget requirements occasioned by the cost ofdevolution, such savings can be allocited to key priority areas.

d) Sector priorities and allocations
Agriculture,Rural Development, and Lands

49)A totar of Kshs 117,876 yirri:n yls.fequested by the sector whire Kshs.52,013 Mi*ionwas afiocated therefore a short fdr ;f Ksh;.ds,aos mittion. The sector has beenallocated s6% of its totar.budget (44'l'.ili;;;urce requirement). This means thatmore than harf of the activities thut*er. initiailv plnneo are unrikeryto be implemented.It's noted that the amounts ailocated to tr,ru ,J.io, i. ress than the amount airocated inthe2011/12 Fy at Kshs.S2,gss Miilion. ih^'th" sector wiil have to scate"aown its

50)The Committee notes that:i' Substantiar ailocation of funls to water and irrigation projects and initiatives, throughNationar lrrigation Board (NrB) in the effort"s to mitigate against the country,s
vulnerabirity to repeated droughts is welr documented. rn the 2012 Bps, it has beenailocated an amount of Kshs.1 1 ,6 billion for the ZO12l13 year.ii' The irrigation component has the potentiar to accererate economic growth throughincreased food production. However this can oniy be achieved upo-n restructuringand improved capacity of the NrB to absorb the huge funds being appropriated

through the Ministry of Water and lrrigation.
iii. The government has faired to pran for marketing and post harvest mechanisms inaddition to farrn inputs supply scheme. This was observed in a recent ,tuJy to* toHola and Bura by the Departmentar committee of Agricurture when it found anestimated 6,000 bags of maize under the ESp programme impremented in 200gi10still held by farmers and prone to pest infestation due to poor storage.iv' canals were poorry maintained whire thousands of bags of fertirizers for ESpsupplied in the 2009110 season were stiil herd up in stores belonging to the NationarYouth Service with no indication when they would be used.
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v. The current kend of imprementatron of irrigation projects may not achieve its desired
outcome owing to poor coordination among the Ministries in ihe irrigation sector,

51)ln order to increase agriculture productivity, the foilowing interventions shourd beconsidered:

i' lmprove access to farm inputs, increased utilizatron of research and innovation and
provision of agricutture information

ii. Promotion of strong and viabre farmer's cooperative societies through training to
improve on marketing and investments on viabre projects as weil as iilprove puotic
trust on the same by improving management and accountability.

iii. Need for harmonization of activities carried out in agriculture sector by various
stakeholders so that there is value for money and more investment in research and
hence increased resources for livestock extension services.

iv. Funding required for establishment of disease free zones in ASAL regions as one of
the sector's flagship projects. To improve heafth and quarity of rivestock products for
export.

v. lnvesting in agro-industries and value-addition on produce to be able to improve both
the quality and quanttty of the final products.

vi. Given that disease prevarence stands in the way of Kenya,s abitity to export its
livestock products, and the meagre allocation to a key flagship program, the
committee recommends that key fragship projects rikery to ensure the achievement
of Vision 2030 in addition to programs projected to increase revenue for the country
be considered for more funding in the 201213 Fy and in the Medium Term.

v[.

viii.

The committee recognizes the contributions of Value - addition of products to thegroMh of agri-business with the expected increase in job opportunrti.i, in iooition io
ensuring sustained food availabirity amidst crimate inange chailenges. civen tne
emphasis on increased food production, varue -addition is critical in .n*rint tnu
excess production flnds market internationaily, and therefore adequate ilg;ir;;
provided towards this programme.
consider allocating enough resources towards: (i) conskuction of min!fish farming
processing plants in 47 counties intended to add-varue to the fish p;;r.il; iiDexpanding fish farming programme to the rest of the 50 constituencies, iiiii drg.
culture development in the of{shore areas of the lndian oceans, inrano ratls, oirii
and rivers, purchase of offshore patror vesser for marine and coastar t.*i..r,-1iul
implementation of the cabinet Memo in the Nile perch through the implementatLri
and the operationalization and the deployment of the coa-st cuaru' unit prolect
geared towards protecting national and trani_boundary shared water.
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'4iJ3*fi :'i:ifiii:i:'.if 
i*i.ii:i,[f :xfl #fl :.,,,,f :;J,Iil,ff 
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:#:ormaknsti. Lack ofder

li tr;; H',1',yT[]tj':::Tf $"".il' 
* I 

j 
o r [tv'i p 

"#' L"Ti;"'o''

r' Energy, lnfrastrucfure & ICI

t" 

i"3:ffi:[Tl,Tl;.',0^?^Y" Pn, 
was" req u es teo o{-,1: 

^, ?9lgr bu t Ks h s 230, 783 Mirrion

ff il.*"ff **#*ti:i.lii"tiiJ'l['J;:'l'tsraiirionJhough'ti!"'*to'r"'that were rntirrr"v rlrjrr"l ;1. ii-J,'r',:T:'rrequrrement), 
quite a

54) Despite major achiever
deraved di;k. ffi;::1iilfij::d;:[' ilij:jn::::" srir charrenses, incrudins:
hYdroeie_ckic power generatirn; 'ro* 

inrlrtr.vr,wcr 
supplt capacity; over+eliance oln'

tnadequate capacity ior rrsearrh in rci *j nrr'#ff[:' 
generation by private sector;

55)The following interventions should be considered:i. lncreasing available

il.,ff :Iil:,?:,[.ffi T3j:i!.ffi:;ffffil.,f ]:X1. jjJ:::;;,j[ jjf i:
111,n,.,"-i.;#;;:i,:il:."J 

jiilTil'iln1:lj;:;fi"ffi 
::[*Jili',,,,,n.iii' lmprove the collaborati3lbetween th. r.r.r*rr, and the private sector andpromotion of training on rcT to ,n".*" irir* capacity through ppp framework.

: ffi:l,THl' ;iJ:iH f ffi3,.;1;""''li, 
vretroporiL-n are, i",rl,n. *

u. 

[tiT.:?]:fl:: "'the 
ruralerect,incuiion prosrarnme ro enhance erectricity access

' 
^i?r:rff'.'iffii.jll'#Jl1^:":':te 

more runds to the Ministry or Roads ro enabre the

,, , lilrg.,l(;il:fifi ;"ff.,'Srffirrolects' especialrv tn. t,J."ri[rri ilJ,] ilorov..' r'u uoVerrment shourd 
.airocate funds for the La*r11_pgrr project. This is a majori:rn,;:I'I,Tf!',3'l|l,ln-:l nu'0, ,J.qrri" ,rlo,nn to enabie the turinltry oreconomy. , '- .,,'s project that wi, definitery oel nig n*ri t. tn.'[o.rntry,,
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/ General economic, Commercial and Labour Affairs

56)A torat of Kshs.84,874 Miltion was requested bV 
Jl1::r]gtyhite Kshs.22,957 Miltion

.{il'.i'lX'i['.ii.'.[i5tl:$fi,'l#ii['*:,.11:e.rz 
r,riiri"" 

"r'n.',".'.,'0,'i,, 
o..n

th-eactivities tnatweie'initiaily planned to oe imot.rce 
requirement). As a result, mostof

will have adverse.tru.t, in tt,rt; nented will not be implemented. Thist 
li:,[:l;:e 

in GDp uy aiilart 10% per annum from manufacturins seoor may not

" ffiff:llt''s 
domestic tourism which wouid have conrributed to revenue wirr remain

iii' lnvesting in human capital to imprement the labour raws, 
,arbitration of trade dispute,mainstreamins of occr.rpationat ;f;ty;;j ;;;ffi.rssues at workplaces.iv' coordination on trade activiti., 6;;;id ililiat overtaps and duprications.v' contribution of manufacturing t..toiio oop *.. envisaged to increase to at least10% per year in the MTp t.rg.tr ;rt tn,rlnul"not been achieved. There is need

ll:1"|l: ffi H::-'.ii.l' il:',}*l' 
d""t' 

e 

" 
ir oti ng r oc; r ;;ffi;;'i i,l,[ n, n,,, u o

57)lnstitutionarization of youth Enterprise Deveropment Fund: . youth EnterpriseDevelopment Fund .'EDF)*.r;rr.bil;; ;;;.,"i, unemptoyment among rhe youthwho accounr for ovei ot vo oi tne ;ililil; ,il'."rrrur. This objecrive n.s not oeenmet despite the annuar hlr.?:. in attocation to'in".rrno which is projected to reachKshs'1 bi'ion mark in 2012113 ;t#;.'ini=rrno has been operatins on apresidentiaregarnotice rr.. itr.rt.lrirffi,,ri'loru which makes it an eas,y targetfor poriticarmanipuration and,patronage.-ih;:,',h.';rr.erned 
Ministry shouid bring to

$:#:ffi"l;..i;?i::l;'tri*ffi-; m',1 ,'. 
" 

ma*e it moie'ar.,,.,i,..n0

r' Health
58)A totar of Kshs'143'428-Mirion.was requested bv 

rfe. 
se-c101 however, Kshs.77,002

*1,:S.rT:.:Xocated 
and tr.,.,.rro..r-r rirort'[,r or, rrnr.u6,426 Mirrion. rnis raises

i. The Health sector is oroiected,to be allocated Kshs.TZ Billion, representi
,, gf th. funds required to optmatiy;ri;ilt#sifi,tt' the sector is projected to,receive only about ay. oi *r" totai budget, whthe 15% comm*ment maoe oy tnelo;r;r;.;;;il:i,n" oor1, Deciarari

ng only 54%

ich is below
0n;
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iii. the BPS faits, yet rn,ll,,1:10-,.:ss the request to capitaiize the Kenya Medicat
.XTi[r1*XJ.?lfiilifl 

,,0,'to.nn"'n.u".jrii.n.v,irp,ou.p,.o.-,..'.ir.ntuno
' l::,lr:ii'J:,:H:5" the government's commitment to emproy and retain more

' 
ffi :!T1Y!{f,.','sT^i J}ffi .,3'., T,;ii*l,il y*,:ai services are, ike, y ro
respectively, in ttrL year zotzzors ert*ul"ri' 

-'"t'orment and Recurrent Votes,

,'/ Administrati
Selrhe comm,i,;;;;:J;::.:::x#fTlllro, 

,n" Governmenr to award a vehicreprocurement tender to a chinese comoiri,i.r*g ,..mind that a simirar clntract in theyester years resurted in, suo-stanoaro 'vfiil 
being bought for the potice, TheCommittee recommends that tn, piopor.offi;;, be suspended.60)The committee arso recommendi tnat tne cii*rurr*.tigation forensic laboratory beffIi,l'i?fHTili5i fl1flff1,'JJi'rio" 

"*'ut'o'io',ut,p 
. ,"* i.."ritv riut"pa,-tmunt

61)The Ministry of state for, rmmigration and Registration of persons has been underfunded in rhe forthcoming orog"li'h; [air'n,oTJ!rr**d,to receive Kshs.8.553 birion3fl,il:ii[Et:'ffit{'[: fioa orm. iiiJ ni,l,oo nao pran.eJto'uno".,t,r. u..y
o.i, i,iu il J p #: .'1 

it. t i $ 
,*,,.iil::?il 

S:: l*t;;li*i"gg*''::requests Treasury to consider in.rulrr] rrnoin"g;,*,, Ministry.

62)The airocation for the office of the vice president and.Ministry of Home Affairs; and thecabinet office which received ,ri.-,rrr"'r.qrllt.o, ,norto be reduced ino suctrreductions transferred to the Ministryiidd;jffi',rinciai 
Administration and rnternaisecuritv; and the Minisrrv 

"r i1ri.'il,.'j;'rrn,.ri,:: 
1rd Resistrarion of persons,respectivery. The Ministries wirr ooosilneii titiv inrrulo,.g security rerated projects.

"/ Defence and External Affairs

"'f#T ,H::i:$#ff1{1ons: The budset or the Minisrry has continued over the

1,111_.rr,;i!f 
";l,inti'rX':J,l'ffi 

fii,.i[;#j,:i?i,iJHfl i*1ll* jX*iTI:
conrrngency fund be set to deal *itn r.*ig;,*"iJnge ttuctuations.
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64)Evaluation .nd Rrlo^r.1li.ation of foreign missions abroad: The committee notedthatthere is need for evaluation rru 
"ilririi.riion of 

,existing 
foreign missions, with aview to providins ailocations bil ilffi#ic viabitity and reiiforcinj those withnationar importance. rnose misi[ns ;i;fi#;, ,conomic viabirity shouio be croseddown. A sood examole.i, til ;ir;i;;;iir.[.=o]-*rr". the commitree recommends forits closure owing to ti,. r..iit oo.. ;i;il:'il;,rr,r.r..

6')Acquisition of property: the committee noted the l.gq f* Government to financeproperties of missions a-oroao usinf in;;;;g" principre (paying in instalments foracquisition of the property) u, oppori,jio ;;i;t;i., rent in perpetuity.

66)Co'ection of ArA in,foreign missions: The committee noted that corection, use and

" ". siillil!,:;l#i^l 
.l;, gif .'v; ffi ;d T#" i" n..l r* t# M;d; il rorm u,ate

67)The Ministry of Defence r.'orro o.i,n.ui. their budgetto crearfy show modernization ofprojecrs, re-equippinoprole.tr, i.l 
"irio;.#;projects. rndeed, it has been notedthat lack of clear identification oi sucn ir.jJ.,J'nJ, r.o to misuse and abuse of funds.

68)The item on the purchase of Kenya Navy oceanographic vesser, MVT.asn has not beenractored in rhe 201213 erag.tllni, L#ilJbeen pending for a lons time and
[';;"* 

the Treasurv snouro iroviie';.r#;.ril concrude rhe fiaymenr wirf,our furrher

r' Finance, planning and Trade

69)The alrocations for ail the rine ministries should be up-scared to be at reast 40% of theresources they requested5^0,.111;;.1iifgffi 
The-comrnittee noted with concernthat armost a* Miniskies have been arocated rJ* tnun 40% of their requested amounts.These additionai resources snouto oe ie-at[.rLo iro, the Ministry of 

-Finance

ffiil,.:::n"t 
administrative prgii",*,. *hi.;:#, to have been arrocaiedmore rhan

70)Equarization fund is nota devotved fund and shourd therefore not be included therein.The Equalization Fund and Conrtiturn.-i., il#;and disbursed d rp;;,'fi; purposes. ' ment Fund should be ring fenced

I

I

71)ln determining the amount of ordinary revenue, ail incomes from governmentinvestments and even dividend income from Central Bank of Kenya should be treated aspart of ordinary revenue. The whole amount should consequently be considered as sucheven for Constituencies Development Fund.
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72)]1 order to improve on absorption of funds by iinshould not deiay disbursement of earmarkedUepartments should imrprocedures. prove their planning in

e L\linistries and departments, Tre
tunds.. Further, Line ministries
ileu ot the lengthy public tend

asury

and
ering
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lt.

iii.

VII. RECOMMENDATIONS

The Committee recommends the following:

1) Fiscal policy and Budget Framework

73)0n he budget framework.

Given the weak fundamentib 
trl^.g the economic growth over the period 201213,!e qowtn target should be revised to s.z p.,|..i. "'

The Equarization fund according t. ndic[ iz;(2i ,, o. in.r.rr.o to Kshs.6.7 Birionas per the requirements ofthe.constituti.., i; fffi not rater than 31 ,r May, 2012,the cRA shourd publish the criteria ror ioentiricatron-oimarginatised 
areas to enabieoperationarization of the fund at the rn,, .t ,olrri. rn addition the requisite raw

,ili1iff illTiJffI minisrer sr..tt.. u",. r.J"s and resurations sovernins the

equarizationr,,,db;;;,.i,ft::l'fi Jii.i;.TJlii;,l,ljj;..",,..0.Iin,i,n.
According to the contingency Fund Act, the *.orn.r., fund be increased to thestatutory tevel of Kshs.10 

,biilio., th;';;ilil."rtiur.ror. recommends tor fuilprovision of this amounts in the annual *,*."i'"r rrrrr.
;[:i:iliJ.,li:ffi:'ffi: the Governmen' *,,0 ,,.,re 10 vear rax horiday ror

a' use 100 percent rocal raw materiars and rabour to produce products for rocaimarket and export;
b' New or revitalized paper miring companies that sustainabry use 100 percentof local raw materials;
c. Fulty fledged vehicie

linkages; and 
rnanufacturing industry with strong domestic supply

d' vehicle manufacturing companies that enter into franchise arrangements witheither Numericat Machining C.ril;.. i;;ri ,.na" assembty indushies tofufly manufacture vehicles rn Kenya.
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2) Constituency Development Fund (CDF)

,,l:',,t['J,'iflii,l,'J;Jl;,j:ii;:1.;Jffff[.1i,flifili,, 
bi,,ion and an add*iona,

75)Ihis House to speed up the amendment of the (
the new C*.1iil[n. 

uy .,s durtsnoment ot the CDF Act to conform to the provisions of

76) The Treasury rnor11^.:1"^1:-:,,withrn the nrst lygrtel_01 2012t13,50% of the CDFairocation for 2012t13 to ensure thrr the;a;i, under cDF are compieted on time.
3) preparedness 

for devolution

r' County Structures
,,';?Jjrfffl,,-:rJimate of Expend*ure be made for setring up the necessarv infrasrructure

,El;ff1fl:TJ,tfliill:'*v' 
The Treasury provide adequare resources to ser up the

79)ongoing projects: Additional resources of Kshs.4.g birion shouid be airocatedrowards completing the ongoinj rip ,r*.t prlti,r.
4) Division of resources among the Three Arms of Government

,,, 
:;;ftI;ijlil,H* ffi 

'1,1.nllff t ii ffii Tr I:,;f ,i,., rec.m m e n ds, h a,,h e
rilri"n rrio.rffi't tur ZU12l13 be set at Kshs.14 oirrion roiiecuriJri'rno?rt,r.o.r,

,/ Ceiling for the Judiciary

t,,5i.'.:1Jrn$...1H;hry,,g_ircuiar 
No. 2tzo1z, ror 2012t1s, the Judiciary had been

Co*ritG".ir.o-.r 
r v r.rilttor. However, the total request was Kshs.lg billion. Ther'r,, s o airii,, # ;;:,*l[X,'J,[#ili;i BJ!:l 

;;l ;;,;;;i;;;J#'tl,u uno
should be setat Xstrs.ii.4 billion. erail, the totat ceiting of judiciary
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"'['l:[:J'ld[i.,']{ilh]'F"']j:,i,I,Ii^,.kryilr,*:iarceirins ror the executive be rim*ed
initiate expenditure cuts 

.to oe within this ceiling, it is-necessary for the Government to
se.ton,puciRc ;;ffi;l,i;l B:i:[J,.,;il ,I],ooit,on, 

*,tn n in,r ..rrg,ihl r.rb.i,g

/ Specific Sectoral priorities

i' The Govern'unt rp:ig.,Tove with speed to comprete the refurbishment of therailway network ,, 
,,1,,-.,y*ll 

i, ,rrirg i;rr;plhf, The devetopment oitne rrsnt

i*i'rttt.[tnfhe.Nairobi 
tletroporiia'n'a*rt*r',ro reduce the min nours and fuelu' rhere is need to increase Rural Erectrification funding in order to expand oukeach.tn the report of the Budget c.rriti# r, tr. .r'i^r,., of expendituie tor ior^2,[i f.'#$iTr:'::T':F'd r" 

'ooiti"'i".ources to REA. However, this did

ii; factored in the zorzl[T|,t53.lt'*rattt 
its position ano tirat tnis'conrio.liim n.

'r' rvr.re resources snoli[!e 
3irogated 

to deverop science and industriar porytechnics.At reast Kshs.10 mirion shourd o. rrrr.r[oL"each of.the 520 +egisterJyouth. poiytechnics in Kenya to pu"nrr, .qripr.i;lr';o rnrrastructure.rv' increase tuition suooorlio,^ rtro*,ir '.nr"oitJa"'in.yortn 
porytechnics to Kshs.2binion (Kshs.8so ,iilion was attocaieO-in, Zii\ih,,.v' rncrease the a'ocarion tog Gt.!ilru ffi;;. Deveropment Fund to Kshs.1.2

fi Xl?:n..]|':l':::',?lTl'gtt'. o.'.idp,..i Tn., rrc has however inluntinuo

. was made,n ,n. ,Orrilrr.il 
risks _ pending expenOitures an-O n"r* rrriLr,i.rr

vr' Increase the a,ocation to,the Kenya Animar Genetic Res.ource centre (KAGRC)bv Kshs'234 Million to the ,i;;i;;il;a"lli,roo Mi,ion for the p,arastatat,.. Kenya Animai Genetic Resource C.rtr" f.i.rfrrriructure development.

-, flffiliit'13ff Ifi :i"J,i'ffi ;;"" i "i1"*,,.'r,., [, i,.' 200, 000 per

'"'' Jlo.o[:Tf,?,,'i#o?J..1],1g 1ev#o to the Minisrry of Asricurture since I is weilsecurity. nntcal capacity to expioit tnb iuigrt,on';.,;11;i it,'a*
'- ffl:i ' 

billion be allocated towards post harvesr crop management (driers and
x. Extension Services anbillion. _. d Capacity Building programme be allocated Kshs.3.36
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xi. .perationarization_d Kenya- Farmers Agricurturar cooperative Union for ierlirizer., 1d inOut supply, at Kshs. 100 mittion;' 'xii' varue addition and market urrr* io,. p,"oor.g 
3ng 

services at Kshs. 270 mirion;xiii. Capacity buildins for new t,unrpo,t;;;;, ., Kshs. 20 mi*ion;xiv' Estabrishmenr of cooperarir" i;;;p;;iuno ,t Kshs. 100 mirion;xv' furarket information and estabrishm.ri .il.r.*.,ion centers at Kshs. 30 mi*ion,
xvi. Transport for county offices for cooperative marketing at Kshs, 275 million-'"' 

ilffi;:i$,.:,;,l,:'?P:"1:-D.ysj,;-t';;;no,.rn.,n.,nn operarionarization or the

[[:l;#i:il[,,ililif,'J:i:fr :,tX',,t1],tyll;.llg.:lf mt.iimi;

::,^}it,:[:'f:.::,Hlt di:10,,ffiJ"'.t*o 
since the entitv has demonshated

'" A:,?ill'#lt*llltX .""''il.l*o ror cap*arion and employment or at

': 
flffiffJ:flx'1'.fl.},inl*ion,titrcncv 

ror estabrishment or at reast rive (5)
xxt. treasury provides Kshs.13.6 Siil,ion tor the emol

::il,1,.'.'il:Til:[:?['f :lf ,['ffi 
];iffi ;#i'""f,:il','lf t:3fl J:J:i:'sishs200

xxiii. An additionat ,t 
lrjr? g .ffi;;; be provided for the improvement and*,r. 311,'rl[::'T,fl *",I,"J'qlen 

th th e u n iveo,,v loi r.g.,
students. . .., Kshs.3.9 Billion for accel_erated admission and loans to

xxv.

xxvi.

xxvii.

xxviii_

xxix.

xxx,

xxxi.

[i:,y[f:lrT.l;l:ff&.'n"'d arso arrocate Kshs.3.0 Biriion ror Research,

ffifff.,rir1:Xf;r:::,T.,uitmenr of 750 Medica] Staff, made up of docrors,

liffi;:ffilHds for enhanced remuneration and trainins expenses to existing
tncrease the fundinq fo
capitalization oil<iuii, 

vl' pIOCUIOft€nt of drugs, non-pharmaceuticals and
lncrease the Funding for c
machines; 

- '-'r'v rvr purchase ofARVSs and purchase of cancer screening

Ir:y,O: necessary funding for procurement and maintefor each constituency; 
e '- r'lvvqrurrrcrrt drru Inalntenance of 290 ambulances,

[:tl,i;,t'*t'tnt 
funoing to ail referrai hospftals wfth focus on Kenyatta Narionai
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xxxii. pnovide sufficient funding for reshucturino anresurations r;.i'; i;illi;.'ll,,ll'Yi"1ll9,jl9'hTns or the pharmaceuricai
pharmaceuticalr, ,nlt''o'nn 

hiring of inspeitors to curb proliferation of counterfeit*"'' 
l#'J1;.ffi:H:[:,i:i|]ng forconstrucrion and Rehabirtation of Heath Facitities

, 
l:fl., 

Framework: The need for lnregrated pubtic Finance Management

83)Parliament should fast I. 

Biil ,0i2 i; ## ;lJ,19k 
the lesistatron ,,o.urr,:1,!-. pubtic Finance Manasement

rnoeeatntne.os;;$._['#JiTtr.J:,iTl#[t*,difjlSnUn,,,.,,lff,S

,lli.Hl[[ H'J'[ffi?j: 
*ll nor v;;;#;1'.uts Financiar now il o? utmost

p,bri. nnu,t"'uffi:,3l l,Jrffii',ffi ,X5"onrri.t 
or int.i;;ffi ;il,1',,i1,,0n, o,

84)Finairy' the House'no''1-'-ogqlthe reportof the Budget.committee, the Minister take

l,"Ji.x:"JT|l;:JTfr['ilfTillfl 3;l#?ffi,[ ministries ue ieairio'il;r.,n.
committees. vrv 

'uY'sYY ur t{le Esnmates by the various bepartmental
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MINUTE SOFTHE IO9,,, SITTING OF'
25'h A.PRIL. 2OI2 INTHECol\{t\{ITT

THE BUDGET CON{MITTEI' i{ELD ot,,t
EE ROOM9 i)AI{LBUILDIN G AT 1O.O O,A.M

PRESENT
1) Hon. Elias Mbau, M.p
2) Hon. Atfred Sambu, M.p
3) Hon. Danson Mungatana, M.p
4) Hon. Abdul Bahari, M.p
5) Hon. Nelson Gaichuhie, M.p
6) Hon. Emilio Kathuri, M.p
7) Hon. Jackson Kiptanui, M.p
8) Hon. John Mbadi, M.p
9) Hon. Mithika Linturi, M.p _ Chairman, pIC
10)Hon. Hussein Abdikadir, M.p _ Chairman. CIOC
1l)Hon. Adan Keynan, M.p - Chairman, Defense & Foreign Relations
l2)Hon. Ekwe Ethuro, M.p - Chairman, CFC
l3) Hon. Njoroge Baiya, M.p - Acting chairman, Justice & Legar Affairs
14)Hon. David Koech, M.p - Chairman, Education, Research & Technology
l5)Hon. Shakeel Shabbir, M.p - Finance, planning & Trade Committee

IN ATTE NDANCE PAIIL IA}1ENTARY BUDGET OFFICE
Phyllis Makau
Fredrick Muthengi
Martin Masinde
Gilbert Kipkirui
Mwaniki Gichohi
Millicent Ojiambo
Erick Kanyi
Lewis Mungai

Director, Parliamentary Budget Offi ce
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst
Junior Fellow
Junior Fellow

AGENDA
1 . Preliminaries/ Confirmation of Agenda
2. Confirmation of previous meeting minutes
3. Matters Arising
4. Review and Adoption of the Committee's Report on the BpS
5. Ary Other Business



/2012: Prelim ln a rtes

MIN.58/2 012: Adio urnnrent

CHAIRMAN

DATE:

GNATURE

--> ? 2-c, t->

MIN.56
The chairman calred the meeting to order at 10.30 a.m. The meeting was opened with aword of prayer from the secretariat. He appreciated Departmental committees formeeting within the short notice and forwardini th.i...poa, to the cornrnittee. In view oftime constraints, members agreed to umend tli ug.nau, by defening the confirmation ofminutes to give more time to deal with the substan-tive agenda.

The chairman noted that the Budget c"-"nG;d prepared its report on the BudgetPolicy Statement for 20r2/r3 and was ready to be tabred i, th" Hour. later in the day.Members were informed that tho recommendations contained in the DepartmentarCommittee reports had been incorporated into the Committee report.

The committee was taken through the Draft report and agreed in principle on thecontents of the report. The committee made some amendments which were thenincorporated before the report was adopted.

The committee adopted the Report with amendments and the meeting was adjourned at12:50 pm

'l



GOF THE BIrtDGET COMl\fiTTETUESDAY,24 APRTL 2AD,IN SMALLD GHALL ,MAIN P IA]\{ENTB IJ.ILDNG
TFIE

SOF l0THE gth s
HELD ON

ARL SAT I I.OO Al\{
PRISENT

1. I"r. Etias Mbau, M.p-Chairperson

1. Hon. Moses Lessonet, M.p
J. Ion. Nelson Gaichuhie, Ir{.p
1. Io, Danson Mungatana, M.p
I lon. Jackson K. Kiptanui. M.p
6. Hon. David Ngugi, tvt.!_lfralman, Local Authorities Comminee7' Hon' Aden Kevnan'vr p-cr,ain"anl il;;#toreign Relations commirtee8. Hon. Chris okemo. Mp_Chairman:;;;; iraae ana planning Commiree9. Hon. David Koech. pr p Crra-innil il;ffi;;"search and Technotosvi0.Hon. Sophia Noor, M.p-cl;d;;i;";"#a so.iut welfare coo,mlti".,, 

E#J:HMututho, 
M.p_chaila;G;;ffi;, Livestock and cooperatives

,r3;hil::oge Baiya, M.p_Acting Chairman, Justice and Legal Affairs

TNATTENDANCE

l3.Hon. Amina Abdalla, M.p

KENYA NATIONAL ASSE]\{BL

AGENDA

l. Mr. Fredrick Muthengi_Fiscal Aaalyst, parliamentary Budget Office? |-1. !*i. Mungai-Jri,io.r.il";, i;ii;#; Budget office.3. Mr. Eric Kanyi-Junior p.llo*, p..tiil.Ii*'fr.0** 
Office.

YSTAFF

^1 

. Preliminaries/confirmation of Agenda2. Confirmation of previous meeting minutes3. Matters arising

1: f:,L$r"r,ion 
of the Considerarion of The Budget poticy Sratement

MIN.49 /2012: PREL IMINARIE S/CO TION OFAG ENDA
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The Chair called the meeting to order at I1.50 am. He then welcomed and thanked

members for hnding time to attend the meeting. The chairman also took member

through the agenda and emphasized on strictly dealing with *re set agenda.

The chair informed the members present that the Judiciary will have a sifting rvith

the Budget Committee on Wednesday 25h April 2012 to make a presentation of
their proposed estimates of expenditure for the financial yeat l2ll3'

MIN.50 12012: CONFIR\,IA]'ION OF PREVIOUS MEETTNG MINUTES

/2012: STATUS OF' SUBMISSION OF' REPORTS BY DEPARTMENTALMIN. 5I
CO]\{MI TTEES

The chair invited the Mr. Fredrick Muthengi to give a list of Departmental

Committees that have submitted their reports on the Budget Policy Statement.

He went ahead and informed members that nine committees had already submitted

their reports and only three committees are yet to submit their reports on the same

as at the time of the committee meeting.

The committees that had submitted their reports were;

Labor and Social Weifare Committee
Administration and National security Committee

Education, Research and Technology Committee

Local Authorities Committee
. Transport, Public Works and Housing Committee

. Energy, Communication and Information Committee

. Justice and Legal Affairs Committee

. Lands and Natural Resources

. Defense and Foreign Relations Commiftee

that had not yet submitted their reports on Budget Policy

1. Agriculture, Livestock and Cooperatives

2. Health Committee
3. Finance ,Trade and Plaririing Committee

1

2

3

4
5

6

7

8
()

The committees
Statement were;

2

In view of time constraint, members agreed to defer confirmation of the previous

meeting minutes to a later date and deal with more substantive matters.- the 
i:-.

continuation of thc consideration of The Budget Policy staternent ,. i



The chairman Agriculture, Livestock and cooperatives cornmittee informed the
committee that his committee was meeting at the Time and therefore would
submit their report on the a{temoon of 24b April 2012.

Also the same case applied for the Finance, Trade and planning committee as they
were.also meeting then and would submit their report on the BpS in the aftemoon
of24h Apt'jzolz.

The chair on behalf of Budget committee members appreciated the different
committees for their efforts and job well done considering the limited time they
had at their disposal. chair, pointed out that even some committees meeting over
the weekend in order to beat the light timeflames.

MIN. s2 /2012: FRESENTATION OF REPORTS ON BT]DGET POLICY STATEMENT.

The chairman invited the chairpersons of different committees to submit their
reports on BPS

A. Hon. Aden Ke nan MP-Chairman Def"nse-61d Forei n R.elations

The chairman informed the Committee that his committee had come up with
very realistic proposals q,hich were unanimously agreed by Members of
Defense and Foreign Relations Committee.
He informed the Committee tliat one of the major recommendations of his
Committee is the reduction of the National Security Intelligence Security
(NSIS) budget estimates.
He also informed the Committee that the budget estimates of NSIS have
never been scrutinized.
He informed that the NSIS was summoned by his committee and failed to
honor the invite arguiag that that they were not under the watch of
Parliament.
He added that his committee has made intemational visits to familiarize
themselves on how security matters are handled in other countries and
confirmed they are completely in line with what his committee was doing on
behalf of parliament.
Members present lamentecl that the output from NSIS is very wanting and
urged the Defense Committee to summon and grill NSIS

ts. Hon David Koech ,MP-Chairma ,,Ed*rin6;;^rch and Technotosv
Committee
He informed the Committee that his committee had sittings on Friday 20th

April 2012 and Saturday 2l't April 2012 to prepare the BPS report.

3

Committee



He also informed the chair that they engaged the Ministry of Higher
Education, Ministry of Education and Teachers Service Commission

a. Ministn, of EIi her Education
He informed the chair that his committee engaged the Minister of
Higher Education and other senior officials. He informed the chair
that of key concem to his committee was;

/ Enough Funds have not been ailocated for the elevation of nine
colleges to universities yet it was a presidential pronouncement
and it wili be an embarrassment if these projects do not takeoff. i-i/ Funds have not been allocated for accelerated admissio* * i-ipublic universities.

/ Additional funds have not been availed to Higher Education
Loans Board yet more students are being admitted to
Universities.

/ Pan Afiican University has not been provided with any funds
yet Kenya is the host for this regional institution.

c. Teachers Service Cornmissi on
The major concem to his committee was that funds have not been
provided for recruitment of teachers and yet there was a commitment
to employ 40,000 teachers.

l\{IN.53/2012: MATTERS ARISING

Members were concerned that treasury may not incorporate the proposals from the
Budget committee on the Budget Policy statement and wanted to know if treasury
can be made to delay tabling of the FY l2l13 btdget estimates.

The chair informed members that the constitution does not allow for delay unless
an amendment is introduced.

4

b. Ministry of Education
The main concem of his Committee was that the Early Childhood
Development and Education (ECDE) has not been mainstreamed and
has been put under General Administration and planning sector
contrary to Minister of Finance commitment to mainstream it. Due to
this, his committee noted that it is difficult to ascertain the exact .j:-:1

money given to ECDE. 
** "*'" 
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Members arso inquired the possib,ity of the Budget commiftee report being tabledon Wednesday zss of epriiz0t2 and;;b*;;;";"r same day.
Members iruisted that trr
comminee ... ;;;; l;;,'ff :i.'H:i. ffi J:ij: 

printed e stim are s b e fore B u d g et

The chair informed the members that he will undertake to seek guidance from theSpeaker of National Assembly o, tt-,. n,utt"rr'."ir"i U, members.

55t2072: ADJOURN MENT

The chair reminded members that there will be another meeting on 25ft April2012at l0am between the Budget committee anJ i" lrai"i*y where the iater willpresent proposals on their 12/13 budget estimates.

There being no other business, the meeting was adjourned at 1.30pm.The nextmeeting w,r be herd on wednesday, zsd ap?ii 
"ir ,am with the Judiciary ServiceCommission to discuss their Estimatl, 

"f 
B.'p""ji * e for 2012/13.

CHAIRMAN

DATE. ..,.A:;: o
SIGNATITRE

?_
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MIN.54/2012: A.O.B
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EE HEI,D

PITESENT
Hon. Elias Mbau, M.p- Chairperson
Hon. Alfred Sarnbu, M.p
Hon. Danson Mungatana, M.p
Hon. Abdul Bahari, M.p
Hon. Nelson Gaichuchie, M.p
Hon. Emilio Kathuri, M.p
Hon' David v/ere M.p- chair, rranspon, pubric works & Housing committee
Hon. Davjd Ngugi M:p.ehairrnan, Local Authorities Committee
Hon. Mithika Linturi M.p -Chairman, public Accounts Committee
Hon Mutava Musyimi M.p-chairman- Lands & Naturar Resources committee
Hon .Sophia Noor, M.p - Chair, Labour and Welfare Commitree
Hon. El<we Ethuro, M.p- Chainnan, CFC / CDF Cornmittee
Hon. Njoroge Baiya, M.p- Acting Chairman, Justice and Legal Affairs
Hon' Hussein Abdikadir- chainnan, constitution Impiemenlation oversight
Committee
Hon. Aden Keynan, M.p. - Chairman, Defense & Foreign Relation Committee

ABSENT WITHAPOLOGIES
1) Hon. Jackson Kiptanui, M.p
2) Hon .Martin Ogindo, M.p

IN ATTENDANCE
1)

2)
3)
4)
s)
6)

Mr. F. Muthengi - Fiscal Alalyst, parliamentary Budget Office
Irulr. M. Masinde- Fiscal Analyst, parliarnentary Budget Office
It&s. L. Makara - Fiscal Analyst, parliamentary BuJget Office
Ms. M. Ojiarnbo - Fiscal .{nalyst, parliamentary Budget Office
tr&. E. Kanyi - Junior Fellow, parliamentary Budget Office
Mr. L. Wandaka - Junior Fellow, parliamentary Bridget Office

AGENDA
I . Prelirninaries / confirmation of Agenda
2. Confirmation of previous rneeting minutes
3. Malters arising
4. Continuation of consideration of Budget policy Statement

1,

0
TII

912M
5



5. Any other business

Min 39/2012 Prelimina ries
The meeting was called to order at 3:1 0 prn with a u,ord of prayer frorn a rnember of
staff. The chairman welcomed members to the rneeting. The Chair also reminded
members of the joint Budget committee and Finance, Planning and rrade conrmitree
Breakfast Briefing hosted by the Cornmission on Revenue Allocation at the Serene
Hotel beginningatT.3Oam on Tuesday 24'h Aprll 2012.

Min 40/2012: Confirmation of Previo us N'leeting NlIinutes
The minutes of the previous Committee meeting held on the 20'h Apr.il 2012 were read
and confirmed as true reflection of the Committee's delibetations. The Hon. Njoroge
Baiya proposed the minutes and Hon. Alfred Sambu seconded the minules.

Min 4,li2012: Ma I {ers A risin ,<,

Under Min 3 6/2012: Brief on the Budget Policy Statentent
A) Presen 1a tions bv other stakeholders on revenue allocation
Members sought the Parliamentary Budget Office to give its own pr-oposal of the
revenue shaling criteria. In addition, they requested the PBo to identify othel relevant
stakeholders to give their own views on a revenue sharing formula. This should be
done as soon as possible. Members suggested organizations such as KIPPRA, IPAR.
the Ministry ol Planning, and Comrnission on Poverty Eradication. In addition, the
Cornmittee also suggested inclusion of Dr. David Ndii and Dr'. Wnjuku I(abira aurong
the institutions to brief the Cornmittee accordingly.
In addition, Members expressed their concern with the identification of marginafized
aleas by the CRA. The Committee souls seek an explanation fi'orn CRA on this
particularly during the Breakfast meeting the following day.

B) Contingency Fund
Members noted that provision for the contingency fund was pegged at l(shs 5.0 billion
as opposed 1o stipulated capping at Kshs 10 billion as per per recently enacted Civil
Continger.rcies Fund Act. Thus The Commitlee Observed that Provision should be
raised to Kshs 10 billion as per the civil Contingencies Fund Legislation.

c) Departmental committee rc Dorts on the Iludset Policv Statement
The Chairman informed the Comrnittee that some Departmental Corrmittees had
begun submifting their reports on the Budget Policy Statement for discussion and
adaptation by the budget committee in their report on the budget policy statement.
Attention was drawn to the summary of speciflc ilscal risks - pending expenditures,

2
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annexed in the Bps. It was agreed that as the committee reviews the Departmentarcommjttee presentations, the fiicar rirtr *oriJu. *nsidered.

D) Co nstit u tional refo rm
Members queried what the Kshs. 13.0 bi llion allocated for Constitutional Reform andnoted that it altogether different from allocation to rhe IEBC. The parliamentaryBudget Office informed members that treasury had set aside these funds for the fulltransition to the new constitutional dispensation. However members noted that therewas need for further clarification on the issue of constituti on reform; to identi$, thekey factors under consideration.

E) Un a Iloca ted [und

(;) Pu blic I) r0cul'cnlent law

Members raised concem over the Kshs 3.5 bi,ion unalrocated funds. They suggestedthat these funds shourd 
"be 

airocated. to other'iriority areas since there was acontingency fund to cater for unexpected events.

|) Refunds by the Ministries to Treasurv
Members expressed ttr.ir air-ry t y tt"ffiow absorption of funds by the variousgoverrunent ministries and agencies especia,y deveropment rrnar. ir,.y *"un,.a u,explanation from treasury on what happens ro f"na. once they are returned.

Members
utilization
wanted to
a meeting
seek an e

hindrance
major caus

noted that the Pubric procurement law was being cited as a hindrance to the
- 
of funds by the various government ministries and agencies. Membersknow the.exact provisiorrs in the raw trr", *.." rrina.ance and requested forbe organized with accounting. oflicers ior r."y -;nirtries and agencies toxplanation on why and which provisions of ,le pro.rrement law wasto absorption funds. Mernbers noied the Ministry of prbli" ,o.f.. *u, ii.e of the the problem.

H) Eq ualizat ion fund
Members were concerned that the Equalization Fund was being earmarked in thebudget policy statement for activities irrr, *..., i provided for in the constitution.They noted that constitution under erticre 204(2) *u, ,.ry clear on what it shourd beused for. In addition they noted that the amount shouid be Kshs 6.7 uilfion, tt .cumulative amount for two years. The commiftee strongry indicated that the issue ofthe Equalization Fund should feature pro-in.nity l, its repon.

scal MaI) Adherence ofthe BPSIo the Fi na ement Act P rovlstons
3



Members noted with concern that the lack of adherence to section 7(3) (d) the FMA
whereby the BPS failed to mention the sectoral allocations for the current financial
year and also the outputs expected from such sectors raised issues of lack of
accountability.

l\.1 in42/7012: Continuation of Consideration of Budeet Policv Statement
The Chairperson of the departmental Committee on Labour and Social Welfare
submitted their report on the Budget Policy Statement. In its Recommendations, the
Labour and social welfare Committee noted that there was gross underfunding to the e
Ministry of Special Programmes and the allocations does not factor transport element

of the relief services to the beneficiaries. They only deliver food stuff to district
headquarters without factoring subsequent transpoftation to various centres within
affected districts.

Further the Committee noted that also the Ministry of Youth Affairs and Sports is

underfunded. Consequently the Cornmittee recomrnended that the ministry of Youth
Affairs and Spofis budget should also be given increased funding. The chairnran,
budget committee infonned the chairs of the depaftmental to submit their reports
which will be discussed in the next rneeting

Mh 431:2012 ANY OTIIE,It BUSINESS
i.) Members were informed of a Joint Budget Committee and Finance, Planning

and Trade Committee Breakfast meeting hosted by the Commission on

Revenue Allocation at the Serena hotel at 7'.30 am on the 24'h April,2012. The
discussion would be on the CRA's Creteria for revenue allocation.

ii.) Members were also informed that they were meeting the Judiciary on

Wednesday 25'h Aplil 2012,1o discuss their budget proposals

Min 441 :2012 Ad iournmcnt
There being no other business, the meeting was adjoumed at 4:50 pm to pave

way for the second meeting with the Parliamentary Service Commission to
discuss their Estirnates of Ex enditure for 2012113

,

CHAIRMAN
IGNATURE

DATE: ')r
-)), 

. o r 'zo [z:
.1



MINUTE S OF' THE I 7rH s ]TTtr\'G oI'0 THE BUD GE'I' O DON QNDRIL 2012 CO A Y 23"rEE RO l\{ 9 AIN AIILI MENT B (; T5 00 l\'l
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C. Hon. Abdul Bahari, M.p
D. Hon. Nelson Gaichuchie , M.p
E. Hon. Ernilio KatIuri, M.p
F. Hon. David Were M.p- Chairman, Transport, public works and Housing committeeG. Hon. David Ngugi M.p-Chairman, Local Authorities comm jnee
H. Hon. Ekwe Ethuro, M.p- Chairman,Constituency Fund CommitteeI. Hon. Njoroge Baiya, M.p- Acting chairman, Jus-tice and Legal affairs commineeJ. Hon. Aden Keynan, M.p.- Chaimran, Defense & Foreigh Relation comminee

IN ATTENDANCE

l) Hon. Aden Keynan, M.p - Vice Chairman, parliamentary Service Commission2) Mr.P.Cichohi_ Clerk, Kenya Narional Assembly
3) Mr. J.Bundi- Depury Clerk in Charge of projecis
4) Mr. C. Nyandiere - Director, Infonnation and Research servjces5) Mrs. P.Makau- Director, parliamentary Budget OIfice6) Mr. S.R. Obundo_ principal Accounts ConrrolJ.,
7) Mr. J. Irungu - Senior Finance Officer
8) Mr.D.Ng'ang,a- Senior principal personnel Officer
9) Mrs. L. Makara - Fiscal Analyst. parliamentary Budget Office
I 0) Ms. M. Ojiarnbo_ Fiscal Analyst, parliamenrary Budget Ofirce
I I ) Mr. F. Muthengi- Fiscal Analyst, pariiamentary Budget Office
l2) Mr. E. Kanyi- Junior Fellow, parliamentary Budget Office
l3) Mr. L. Wandaka_ Junior Fel)ow, parliamentary BJdget Office

PRE ENT

ABSENT WITII APOL OGIES

l) Hon. Jackson Kiptanui, M.p
2) Hon .Martin Ogindo, M.p

AGENDA
I ) Preliminaries
2) Matters Arising
3) Agenda

a) Presentation ofpSC budget esr imates for 2012/20134) Any other business



Min 45/2012: Prelimin aries

The me eting starled at 5:00 pm with the chairman
Commission to the Budget Commitlee meeting.

welcoming the Parliamentary Service

Min 46/7012: Presentation of Parliamenlarv Service e qmmi.ssion Budget Prorrosals

The Parliamentary Service commission Ied by its Vice-chairman, Hon. Aden Keynan, M.p
presented to the members of the Budget Committee their budget estimates proposals for
201212013 FY. The key highlights of the presentation were as follows

A) The proposed budget estimate for 2012/2013 FY is a toral of Kshs 18.05 billion, where
Kshs 13.9 billion is the proposed recurrent expenditure and Kshs 4.15 billion is the
proposed development expenditure.

B) The budget estimates proposal had been prepared with the assumption rhat r11e electio:r
date will be on 4'h March,20l3. However, the comrnission informed members that it was
also ready for a December, 2012 election if that becomes the case.

C) The Public Service commission informed members that for the financial year 2Olll20l2.
it had utilized 65%o and 26/:" of its recurrent and development expenditure respectively.
The Commission further stated, it was possib)e to use the remaining 35% of the recurrent
expenditure funds by the end of the financial year. Members were further informed that it
was unlikely to use all its development expenditure funds since some of the development
projects plarned for implementation in the current FY nray not take off. The commission
informed members that it is likely ro use 5070 of developmenl funds by rhe end of the
financial year

D) The Commission also informed the members that it had factored in its budget estinrares
proposals for the Senate and the expanded National Assembly including the suppon
services such as offices and staff requirement to carry out their mandate. An assumption
was made by the commission that the members of the Senate and expanded National
Assembly will receive the same salary and allowances as the curent members of
Parliament.

E) The commission informed Members that it had also factored in its budget estimares an
amount to cater for expected members laxes with regard to their Parliamentary Salaries
and allowances up to January l4'h , 2013 when the mandate of 106 Parliament comes to
aa end.

The Commission highlighted the key projects to be undertaken in 20121 20t 3 financial
year as follows;

Estima tes for 2012/2013 FY
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The commencement of consrruction of a new urtra modem office brock whichwill cosr Kshs.500 mil]ion.

fi:}|,*: 
billjon for A;quisirion of the prorecrion house from Minisrry of

IlL purchase ofresidential house for the Speaker ofthe Senate

IV purchase and refurbishment of Harambee plaza ar acost of Kshs 700 mirion
v Refurbishment of rhe Senate chambers and offices at a cost of Kshs 700 mirion

vl Conshuction ofa new kirchen and cafeteria for the expanded parriament

VII. Recruitment of new staff to serve the expanded parliament

vlll Expansion of the centre ftrr Parliamentary Studies and rraining to cater for needsofboth the expanded parJiament and the various county assemblies.
Members raised some concerns with. r.gard to expenditure for 2o1r/20r2 Fy budget and2012/2013 Fy budget estimale proposals ri follo*r; - --'

I The low utirization of deveropmenl funds and the derays in_commencing of deveropmentprojects' Members requested un .rprunutron or'ri. ,^-.. The commission explained thatrhe iengthy procuremenr !ro""r, o, p", tle puut;c;;;;*;;;;Jt,*,"11i"", 
,oo,and delays caused by the Ministry ofpub)ic works.

II The inrerest rate charged to Mortgage given to members of paruament. The commissioninformed the members tt ur tt . int"erJsr iur. 
"fr"rg. 

** capped at 3vo.
III The slow process in recruiting staff in readiness for the expanded parliament. Thecommission informed members ihar it raa firisiJ preparing rhe organizationar srructurefor rhe new expanded parriament 

"na 
w,r-u.grn'uivertising for the new posts soon.

IV' Members fi.rrther wanted to know whether in the pranning for acquisition of prolectionhouse from the Ministry of Hour;ing tt " "o-i,irrron n]"a 
"rr" ""rrri..-.a' r_uur.yBuilding. The psc informed the ,neirb.rs ir-,ri"], rrra not considereJ E-ii.y uorr"since it wanted to create a parliamenlary Sqrrr" r"a Embassy house wasn,t part of it

v' The Level at which the parliamentary Service commission had praced the senate interms of its relationship with the ]{atlonal 
^r*-uly and salaries and allowances. ThePSC informed members that the salarjes f"r a;;;i; wourd be considered by sararies andRemuneration commission. However, ri;;; the assumption that sa.raries andallowances wi, be rhe same untir otherwise informed by the Salaries and RemunerationCommission. It further,poinred or, ,o _"rni.rr,'1t rt ii i,ra ,.f,"arl.J , .."ing wirhrepresentatives of the Nationar 

.AssembJy and Senate on rhe salaries and RemunerationCommission to further discuss the matter.

vl Members fr,ther wanted to kaow when the new chambers wi, be ready for use. Thecommission informed members that the tentative date for memberr,o ,iui,rringilr. n"*

I,



chambers was 12t)' June, 2012 which wili be marked by an opening ceremony. Members
were informed that the deiay in opening the new clrambers for members was as a result
of Prison Services de)aying in providing the seats for the chamber However, rhe
commission informed the members that it had talked to the prison services who had
promised to fast-track the supply of rhe sears.

VII On the delay in implementing the Akiwumi recommendation on pensions for forrner
members of parliament. The pSC infomred members rhat Akiwumi report hadn't been
implemenred because it required an amendment to both pensions and parliamenrary
pension acls and PSC as a body couldn't introduce legislation to parliament. The pSC
informed members that it was the duty of the Minister of Finance to introduce those
amendments. In addition, PSC informed members that they had drafled and submitted to
the Ministry of Finance rhe bills necessary for the imp)eme,tation of Akiwumi
recommendation on parliamentary pensions for members, for introductiol in parliament.

Members were also informed by the commission that there was an official from the Kenya
Revenue Authority stationed at parliament to offer tax advice services to members and members
should take advanlage of the same.

Min 471:2012 ANY O'I III.]R BUSINESS

The following were discussed under A.O.B

i) Members were informed of an invitation by the cRA ro afiend a presenlation
on the revenue allocation fonnula at the intercontinerrlal hotel at 7:30 am on
24th April,2Ot2

ii) Members wanted thal the clerk's office to furnish them with returns for
expenses incurred for the various committees. ln addition, they wanled an
inlernal memo sent to members informing them that a KRA official had been
posted to parliament to serve members with regard to tax matters.

iii) Members also wanted to know from the clerk office, why the Media and pR
department wasn't doing much on presenting the correct position with regard
lo matters affecting parliament. They noted that in the office of prime
Minrster and Stale House, the PR and Media departments were at lhe forefiont
of defending those institutions and presenting the correct view to the public.
Members wanted the same to be done for parliament.

ir) Members were also informed rhat they would be a meeting for the Judiciary
on Wednesday 24tl' April 2012, to discuss their budget proposals

Nlin 481 :2012 Ad iournmcnt

There being no other business, the meeling was adjourned at 7:00 pm

l--.
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}tINUTE ITTINS OF THE IOSTH S GOFT
FRTDAY 2OTH APRIL 2012 IN CO},IMITT

HE BLDGET COMNTI E HE,LD ON
EERool{ 9, MAIN P l\[ENTBUILDIN G AT 10.00 .x{

PR-ESEN T

l) Hon. Elias Mbau, M.p - Chairperson
2) Hon. Alfred Sambu, M.p
3) Hon. Marrin Ogindo, M.p
4) Hon. John Mbadi, M.p
5) Hon. Danson Mungatana, M.p
6) Hon. Abdul Bahari, M,p
7) Hon. John Mututho, M.p - Chairman, Agricultue, Livestock and Cooperatives
8) Hon. James Rege, M.P - Chairman, Energy, Information and Communication
9) Hon. Sophia Noor, M.p - Chairperson, Labour and Social Welfare
10) Hon. Aden Keynan, M.p - Chairman, Delence and Foreign Relations
11) Hon. Thomas Mwadeghu, M.p --chairman, Local Authorities a:rd Fund Accounts
12) Hon. Ekwe Ethuro, M.p - Chainnan, CDF Committee
l3) Hon. Njoroge Baiya, M.p - Acting chairman, Justice and Legar Affairs

IN ATTENI)ANCE

1) Hon Shakeel Shabbir, M.p - Finance, planning and Trade Committee

AtsSENT \VITI{ APOLOGIES

1) Hon. Jackson Kiptanui, M.p
2) Hon. Nelson Gaichuhie, M.p

AGENDA

1. Preliminaries/ Confirmation of Agenda
2. Confirmation of Previous Meeting Minutes
3. Matters Arising
4. Brief on the Budget policy Statcment
5. Any Other Business

MIN.3412012 ; Preliminaries

The meeting started at 10.50 a.m with a word of prayer from a member of staff. The chairman
welcomed members to the meeting and reminded them that this was a very important meeting.

1



MIN. 35/2012: Confirmation of previous Meeting Minutes

The minutes of the previous meeting held on i g6 Apil 2012 were read through and confirmed.
They were proposed by Hon. Danson Mr:ngatana aad seconded by Hon. Thomas Mwadeghu as a
true reflection of the committee,s deliberatiors.

MIN. 36/2012: Matters Arising

MIN.31/2012:

a) Review of the PFM BiIl:

Members were reminded of the communication from the chair that to proceed with
debate on the PFM, there is need for extension of timeline by resorution of the llouse.
They were informed that the leader of govemment business would give notice of motion
to seek extension for the Bill to be debatable in the House.

b) Meeting with CRA on the proposed revenue sharing criteria

Members were informed that the venue of the breakfast meeting with CRA on Tuesday
24o April 2Q12 al 7.30 a.m had been changed from Flotel Intercontinental to Serena
Hotel. Members felt that tlere was need to move fast on the revenue sharing formula
given that the budget would be laid in the House soon enough. Members felt that the rore
of the cRA was to make recommendations concerning the basis for equitabre sharing of
revenue but not necessarily to decide on the revenue alocation formula. ihe
constitutional provision on this matter is very general. Thus parriament courd very wel
have its own experts to come up with a rormula. It *,as agreed therefore that the cRA
proposed revenue criteria would be subjected to the parliamentary Budget office as well
as other relevant agencies for review and improvement, ifneed be.

\,IIN. 32120 12:.

a) Processing of the BpS

concem was expressed over item 9.19 in the summary of fiscal risks to the - pending
expenditures in the BPS: purchase of 5.7 million bags of maize. It was felt that this sends
the wrong signal that the county cannot be able to provide for itself. Members agreed
that since discussion on the BPS was the substantive agenda of the meeting, any issues
arising from the BPS would be discussed therein.

b) Brief on the Supptementary Estimates

Members expressed disappointment over the apparent apathy by some Members of
Parliament on matters related to the budget when these are brought to the floor of the

)

l

2

j



House. It was agreed that going forw-ard, there was need to bu d consensus withia thecommittee on action to be taken on crucial budgetary matters.

Members were urged to reject the adoitional component of 1.6 billion for purchase of fertilizerand 1.7 bilrion for fertilizer subsidy in the supprementary estimates as it was,t .uaforr_r.*onfor fertilizer.

A clarification was sought on whether the Budget committee could reduce and/or re_arocateexpenditure and this was confirmed as possible.

Members sought clarification on why Net Domestic Borrowing amounted tol19.5 billion in the2011n2 Budget but decreased to 62.r billion in the revised budget yet irrt...rt puy,n"n,increased from 76.6 bilrion in the 77.7 b rion in ttre same period. This was attributed todecreased uptake of rreasury B rs whereas the interest palment was increasing due to paymentof mature loans.

clarification on the various stages of the budget process was requested. It was agreed that thiswould be addressed rater to give time for discussion on the substantive agenda.

MIN.36/2012: Brief on the tsudget poticy Statement

The PBo gave members a brief on the Budget poricy Statement, The key high.lights of thepresentation were as follows:

The BPS 2012 has not fury adhered to the provisions of the Fiscal Maaagement Act 2009 whichforms a legal basis for the submission of the Budget policy Statement. section 7(2) of the FMAprovides that the BPS shall be laid in the National Assembly not later than 2l,t March of everyyear' However, the Minister of Finance failed to adhere to this stipulation. Furthermore, the BpS2012 has failed to mention the sectoral allocations for the current nr-"rJ l""r'*l also the
outputs expected from such sectors as required by section 7(3)(d) of the FMA.

The total envisaged Budget for the 2 ol2/13 is Kshs. I .l 5 triirion. of which:
. CFS Recurrent @xcluding Redemption): 137.3 Billion
o Recurrent Ministry: Kshs.60g.6 Biliion
r Ministry Development: 3gl.i Biilion
r Contingency: 5.0 billion

o Constitutional Reform: 13.0 billion

o Equalization Fund : 3.6 Billion

o Unallocated : 3,5 Billion

There is lack of consistency between the Fiscar Framework a,,d the ministeriar ceilings.

3



The comparison between the2olr/12 Budget and the 2or2 Bps is as follows:

20lllL2 (Revised) 20LZ/t3

Total Revenue 790.0 936.5

Expenditure 998.4 ll5}.l
O/w Recurrent Q.{on Inrst) 589.9 663.1

O/w Interest Payments 86.6 97.2

Deficit (Excluding Grants) 208.3 215.7

Deficit (ncluding Grants) 160.2 16./.4

Financing:

Net Foreign 98. 1 60.7

Net Domestic Borrowiag 62.1 106.7

The BPS proj ects a deficit (includ, ng grants) of 4.3 percent of GDp in 20l2ll3, easing to 3.5
percent by 2014/15. Furthermore, BpS asserts that in the 2o1l/12 budget, public expinditure
expanded to reach 33.5 percent of GDP due to continued infrastructure spending, implementation
of the new constitution, drought mitigation measures and food security, securi-ty iniervention in
Somalia and Salary awards. It is pointed out that pubiic expenditure as a share of GDp will need
to moderate to prevent accumulation ofdebt.

civen the c.ontinued underperformance of revenue and the rising fiscal pressures, the
government may have to borrow more to sustain its expenditure. This is worsenediy uncertainty
of flow of donor loans and grants since donors may adopt a wait and see attitude. Thus debt may
increase rather than decrease in the coming financial year.

Govemment expenditure as a share of GDp is at an all time high. ln this regard, pBo suggest
thal 20l2l13 government expenditure should be no more than 29%o of GDp in ZO iZl1:. ror this
to happen, there is need for the govemment to identify key non priority areas for expenditure
cuts.

BPS forecasts total revenue to reach Ksh. 790 billion (24% ofGDP) this financia.l year (decline
from the budgeted Ksh. 792.1 billion) and Ksh.936.5 billion(24.2;/o of GDp) iniotz/tt - n
increase of Ksh. 146.5 billion ftom the estimated 2}ll/12 BpS projection.

Foreign grants are projected to rise to Ksh. 48.1 billion by end.Tune 2012 relative to Ksh. 41.1
billion originally estimated in the approved budget. The amount of grants oniy rise marginally to
Ksh. 48.3 billion in coming 2012l13 financial year, and then reaches Ksh. 48.4 billion in 21l3ll4
and 56.4 billion in 2014/15. As a percent of GDP, grants will decline from 1.4% of GDp to about
1.1% of GDP in2014115.

Expenditure and net lending expected to rise from Ksh.998.4 billion in 2O1l/12 to ksh.1152.1
billion (29.8% of GDP) in 2012113. This includes hterest paymenrs amounting to Ksh. g6.6

:r:)
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billion by Juae 2012, which w,l rise to Ksh. 97.2 bilrion.,by June 2orz/r3. The biggest

;"LlrTT;rr,,lffst 
payments is dornestic i't.."rt puy.r,.nts (Ksh. 85.5 U,Uo,, i, iorzlr:y or

wages and benefits of civir servants, expected to rise- !91 Ksh.229. b,rion in the curentgfrt1i,L"fliiffl.;r1?rrbinioninzotitti,r,i.'iis7b,lion in20t3/l4,andpeakatKsh.

Recurrent expenditure is projected to decrine fron 
^ll-!y-o 

of GDp to lg.gyo of GDp by2014/15' development spending to .ir. tom s.; % 
^iir'iottttzto 

l0 percenr in 2ot4/15.

,"OoroOrrtlr*.o","r 
arnount will be Ksh. S billion for 2012113 urd,2013l14, and Ksh. 10 billion in

constitution reform wil take Ksh. 13 billion in2012/13,7 bilion rhe next year, and 5 billion in2014/15.

Equalizafion Fund to receive_ Ksh. 3.6 b,rion in the coming financial year, which will rise toKsh. 4.3 biltion in rhe next, and Ksh. S UifU", i, ibi?rl.
of particular concem to tl-re members was the issue of revenue where it was felt that revenueforecasts had been based on overambitious ,";r ;i;"; oru" 

""ooon,y. 
n1r*,.r"'proj..tion,need to be based on rearistic variabres. R.r"nu" hu!-i""n ,r.."*rng at a decreasing rate whichimplies decreasing compliance. This is a pertinerii.r* ,fru, n""ds to be addressed.

As a way forward on the BPS, members were informed that all Departmental Committees hadbeen informed of the Monday deadline to submit their reports on the Bps. The Budgetcommittee will pick key recommendations from tle reports of the various DepartmentalCommittees and incorporate them into the final report to be tabled in the House.

MIN. 3712012: Any Other Business

Members were informed of an invitation of Budget committee members by the Regionar centrefor small Arms and light weapons to attend a meeting on the smalr arms and right weaponsscheduled to take place in Mombasa from 25ft _Zl,h lpit ZO:Z

Members were informed that the parliarnentary Service commission would meet with them onMonday 23'd Ap,,l2Ot2 at4.00 p.m. to discuss their bu ag"t lzotzttlbudget estimates).

MIN. 38/2012: Adjournmenr

There being no other business, the meetin oumed at l? 50 p.m.

CHAIRMAN

DATE: -*---*----
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MIN.29l20 12 : Preliminaries

The meeting was started u'ith a word of prayer at 11'30 a m The chairman welcomed members

to the meeting and informed Jem that the Budget Policy statement had fLnaiiy been laid at the

;i"::;;;il;;iF*il 20i2' Members were reminded orthe Speaker's direction to the

Budget Committee to review the BPS and write a report which should be laid in the House

Members were informed that the PFM Bill had been retrieved due to lapsing of the

was necessary in order t" ""t*t *'" 
the debate on the bill is constitutional'

therefore awaiting "o**"'ltJon 
from the Speaker before deliberations on

continue.

within seven daYs.

MIN. 30/2012: Confirmation of Previous Meeting Minutes

The minutes were read through and confirmed by Hon. Danson Mungatana who was seconded

by Hon. Jackson KiPtanui'

MIN.3 1/20 12 : Matters Arising

\{ln- .2612012: a)D IScus sron on the vie*,s of the BudgetC onlmittee on the PFM Bill

timeline. This

The House is

the bill can

rln c rite ria bv the CRA
NIIN .26 t2012', b)D is cu ss iononth e rrro noscd re\Ien uc sha

Members were reminded of the breakfast meeting to be held al'l 30 a

on 24fi April 2012 and'were urged to attend' The Parliamentary Bud

ensure that the CRA makes 
"no-ugh 

copies of the presentalions to be

be able to follow the presentatio;. PBO was also requested to give

i"i""""'i"n,forittobeabletorespondadequatelytotheCRApropo

MIN. 3212012: Processing of the BPS and Brief of the Supplementary Estimates

a) Processing of the BPS

Memberswereirrformedthattheywou]dberequiredtoreviewtheBPS,inconsultationwiththe
various Departmental Committees within seven days which includes writing the report and

laying it in the House u a"tulf "a 
a'* timetable of schedule of meetings to process the BPS was

.m at Hotel Intercontinental

get Office was requested to

made so that members can

Budget Committee enough

sals.

outlined as follows

udget OfficetbytheBet PolicY StatemenUnpacking of the Budg
FridaY at 1 1 00 a.m

ial committeesom other dePartments frConsideration of commen
MondaY afternoon

rt on the BPSRtteernlCoetudBftdraCrhfno otldoC NSat i i .00 a.mTuesda
2



Wednesda y at 1 1.00 a.m Adoprion of the report

Wednesday at 2.30 p.m Laying of the report a:rd notice of motion
Thursday aflemoon Debate on the report and resoluttons made

Members felt that the challer
was as a result of the ,..*::t-Yl",u. 

the country today in form. of strikes by Teachers, Doctors

$::t'#*;"ffi trH;3#11li:Hftrffi :','m:r*il{t*.1"n;i
this time, Budget committ.:een 

comPiled aier consultations with the prtti.. li** ugr".a Lhut
esrimates *,i r r h",".1;;; ;ffi::#[:ll ow for corri gend a but afl er';aki;;',i* iio",,, *.
Members deliberated on the venue far r.-ir:--.L- hh^
tentative,"ou" uo**i :#::*#l;:.3:rT: llrJllil *rvasha. being proposed as a
more convenient and it would b".*i..;;;;;.;;;;;:ot'", that a venue in Nairobi wourd be

b) Brief on the Supptementary Estimates

The PBO took members through th" err--r^__
as follows: 

__ _:ough the Supplementary Estrmates. The key issues highJighted were

. The proposals by the M:. 
frrele 

h* b*. ";;;;;$: ,',:,ilii1l::'fi:*;T1'#l:: : jil::1fi 
h i:":#l *,f'',1'"Ji'ffilr"fffi:-1' shortrzrll iri;;;;; expenditure amounts ro Kshs. 304.4

yl,"r,*-;;;"..;#:#i$,il;J,tr?i-"fiTtill;fl r,:,,,flHxil*tl:
. i:i'i::"i.i:,ffiJ1::,.;'##:i*";;;;*", aad gaps r, ..p"*r,, uy ,r,". A few ministries have adhered . *lilnlr'*"J*";", .items such as commuajcltll r";;'#";;;:T:ili.:.ffiITffiffi:hil";]J

general supplies, turniture and purchase 
"r".rrr"r""r. ,ill"i;llillt: ::^r::?ll,r,"seeking additional fruds for these items. 

:{owever, some spending agencies are
' Major enhancements across al.l the spending units undecommuter al.lowaace increments recurrent expenditure are 10 cater for' 

#JJH. fl ffiffiJtrJe-ceived 
the biggest arrocation of Kshr2.5 b,lion for KDF which. r"u.h;;; ilffi "#,::fl:Tf i+1',,,,,,:"J,:". :::,lHj,ilh ;;: :;,. 

",,..IilHJ,'":*t 
of new teachers *a 

"onr".iul-ofl, *"r" itr contmct to p..-urent -a
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' Minisfy of Gender, children and Social Development has received additional Ksh 400
million under development vote to cater for increased transfers to Orphans and Vulnerable
Children.

' The Judiciary has introduced a new item of purchase of motor vehicles with Ksh. 500
million.

' Ministry of Public Service request for Ksh 2.i62 billion for a new item, conrribution to
compulsory health insurance scheme.

Notable increments in the development vote include:

' Ministrr of Finance requested for Ksh 2.5 billion for equity participation in the Kenya
Ainvays rights issue.

' Ministry of Agricuiture requested for Ksh 1.9 billion for purchase of fertilizer and i
Kshs.1.723 billion for fertilizer subsidy (with A-i-A of Ksh 1.7 biilion)

Major Reductions

. Training Funds in all agencies have been cut.

' IEBC has been cut Ksh 4 bilrion which were mainly from voter registration.
' other operating Expenses for Ministry of Finance have been cut by Kshs. 627.3 million.

Development votes have been slashed largely.

' The Ministry of Energy has had donor reduction of its development budget by Ksh g.6
billion.

' Ministry of water and Irrigation has faced a major cut in its development vote by Ksh.
billion which were mainly for water conservation and dam conskuction.. Ministry of Livestock has been cut by Ksh 636 mil.lion.

. Judiciary has been cut Ksh 1.1 billion

. National Assembly has been cut by Ksh. 201 million

. Ministry of energy by Ksh 829.5 million

1)

1

Consistency with Ministerial Statement

' The Minister in his statemenl to parliament, sought for funds for water harvesting and
storage for sustainable agricultural development. A tolal of Ksh. 1 .1 billion was earmarked
for construction of water pans. A further cut of fi:ads to National lrrigation Board worsens
the situation. The huge reduction of funds for Ministry of Water will dampen the efforts
geared towards improving acreage under inigation as well as access to water.

Major cuts in funds to construct slaughter houses in ASAL areas under Ministry of Livestock
Development by Ksh. 636 million reneges the commitment by the Minister to scale up the
projects initiated in the 2010/l I budget.
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' with the surge in recurrent expenditure and cuts ia deveropment budget fa,s to keep theMinister's commitment to direct more fulds to prioity deveropment. It is observed that theincrease in recurrent has be.en-occasioned to a gleater extent in the increment in a.llowaacespaid to employees. This will fi:rther aggravatel" *ug" bi1 burden which the Minister hadpledged to keep below ?% of GDp.

A. Financing of Supplementary Estimates

The Budget cornmittee was concemed on the finarcing of the budget given the overry optimisticrevenues projected by the Minister.

Even though borrowing has been low up to February 2012, the Govemment has heavi.lybonowed in March' a tend expected to continue io L" 
"r.,a 

of the financial year due tounderperformance of tax revenue. This is not a surprise because pBo had cautioned in its Budgetoptions for 2012/13. This seems to be the only ar"nu" that the Govemment is going to ut,ize toraise additional resources to firnd the additionar 
"*p"oai,*.. arising from the supplementarybudget' Indeed, the government has iacreased urag.t i* interest payment by Ksh 2.5 billion.Domestic bonowing by government wiI have reperJussions on the economy incruding crowdingout private sector investments due to ensuing rise in interest rates.

. Other Emerging IssuesB
1.

2

use of A-in-A at the source:- Members may recaii that parliament had directed mostAppropriations-ia-Aid be conl.erted to revenues to avoid leakages. The euarterryEconomic and Budgetary Review (QEBR) for the second quarter of the year indicatedthat Ministry of lmmigration had spent Ksh 3,452 million though had been issued withexchequer totaling Ksh 273 milrion. This is an indication that there is a probability thatthe recommended ch.nge of the appropriations in aid that was beiag co,ected by thisMinistry into revenue may not have been effected. The Supplementary Estimates has notregularized this as welr' Thus there need for clarifications to be sought on these issues.withdrawals in cFS: A review of Statement of Actuar Net Exchequer Rereases as at31st March, 2012 indicates that Sararies under cFS have exceeded annuar budget by Ksh
1 1 4 billion (exchequer issues tolared Ksh r4,5 r 9,060,000 as at ,rfi;il;,rr). i" ,i"revised estimates' the Minister has enhanced the cFS-sararies by Ksh. 2g9.7 m liononly.
Low Absorption of Deveropment Funds: As Members noted earlier, agencies exr-ribitlow absorption of development lirnds as compared to recurent votes. It is important tonote that 1ow absorption of development funds results to non-implemer;;;;;;j;.;.
and programs and is also costly in terms of holding funds that the government hasborrowed and already paying interest for.

J

5



J a

I

Members raised concem over whetler the variations in expend-iture are within 10% as required
in article 223(5). There was a debate on whether the 10% applies to overall expenditure or
expenditure per head. It was felt that the spirit of the article was to enforce fiscal discipline and
10% is a yardstick which members should stick to. PBo informed members that in terms of
overall variance, recurrent expenditure was to increase by about 5oz whereas development
expenditure was to reduce by about 6%o lherefore overall variations were within 10%. pBO was
directed to flag those variations per head that are in excess of l0%. Members agreed that there
was nbed to get legal interpretation on the article.

Members expressed concern over re-allocation of funds ftom development expenditue to
recurrent expenditure.

Members felt there was need for further clarity on the additional funds going to the Ministry of {
Funds in terms of what it was actually going to fund.

Members also felt that some additional firnds required did not reaily constitute unforeseeable
expenditure. A case in point is the request by the Ministry of Agriculture for additional funds;
i .9 billion for purchase of fertilizer and I .7 billion for fertilizer subsidy.

PBO was requested to establish the pattem of supplementary estimates over the past filancial
years.

Members expressed concem over the commitrnent of govemment to povery reduction and
employment creation given that there were reductions in the estimates particularly on irrigation
and energy.

As a way forward on processing the BPS, the PBO was directed to write a letter to the Director
of committee Services giving the timetable for unpacking the Bps. Members were urged to
come for the briefing on the BPS on Friday, 20m Aprii 2012.

MIN. 33/2012: Adjournment

There beiag no other business, the meeting was adjoumed at 1.45 pm. Next meeting will be held
on Friday, April 20,2012.
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