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BACKGROUND

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

221(5) of the constitutron as well as tre Speakers ruling of Bh June, 2011 which gave clear

direction on how the budget process will be conducted until the end ot the life of this parliament, 
I

hercby present to the House, the committee's Report on the 20i213 Estimates of Revenue and

Expenditure laid by the Minister for Finance on 26h April 2012; the expenditure Estimates of the

Parliamentary service commission laid by the Vic+chairman, parliamentary service commission

on 25th April, 2012, and the Estimates of expenditure for the Judiclary laid on 26rh April, 2012.

Mr. Speaker sir, the Budget committee as cunenfly constituted comprises the fcllowing

Members:.

1 The Hon

2. The Hon

3. The Hon

4. The Hon

5. The Hon

6, The Hon

7. The Hon

8 The Hon

9. The Hon.

10. The Hon.

1 1. The Hon.

12. The Hon.

13. The Hon.

14. The Hon,

15, The Hon.

Elias P. Mbau, M.P.

Alfred Wekesa Sambu, M.P

Martin Ogindo, M.P.

Danson Mungatana, M.P.

Moses Lessonet, M.P,

Omari Mbwana Zonga, M.P.

John Mbadi, IM.P

Nemeysus Warugongo, M.P

Sheik Dor, M.P.

John Mututho, M.P.

Nelson Gaichuhie, M.P,

Emilio Kathuri, M.P.

Abdul Bahari, M.P

Johnstone Muthama, M.P.

Jackson Kiptanui, M.P.

Chairperson

Vice-Chairperson

Mr. speaker Sir, in addition to the above membem, the following chairpersons of all oepartnental

Committees are ex-ofiicio members of the Budget Committee:

1. The Hon. (Eng.) James Rege, Mp. - chairperson, Energy, lnformation and communications

2. The Hon. David Koech, MP. - Chairperson, Education, Research and Technology

3. The Hon. Mutava Musyimi, Mp.- Chairperson, Lands and Natural Resources
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4. The Hon

5. The Hon

6. The Hon

7. The Hon

8. The Hon

9, The Hon

10. The Hon

11, The Hon

'12. The Hon

13, The Hon

14, The Hon

15. The Hon

16. The Hon

17, The Hon

18, The Hon

John Mututho, MP. - Chairperson, Agriculture, Livestock and Cooperatives

(Dr.) Robert Monda, MP. - Chairperson, Health

David Were, MP. - Chairperson, Transport, Public Works and Housing

Adan Keynan, MP. - Chairperson, Delence and Foreign Relations

Fred Kapondi, MP, - Chairperson, Administration and National Security

Chris 0kemo, MP, - Chairperson, Finance, Planning and Trade

Sophia Abdi Noor, MP, - Chairperson, Labour and Social Welfure

David Ngugi, MP. - Chairperson, Local Authorities

Ababu Namwamba, MP. - Justrce and Legal Affairs Committee

Njoroge Baiya, MP. - Justice and Legal Affairs Committee

(Dr.) Julius Kones, MP. - Vice-Chairperson, Public Accounts Committee

Mithika Linturi, MP. - Chairperson, Public lnvestments Committee

Thomas Mwadeghu, MP. - Chairperson, Local Authorities and Funds Accounts Committee

Ekwe Ethuro, MP, - Chairperson, Constituencies Fund Committee

Mohamed Abdikadir, MP. - Chairperson, Constitutional lmplementation Oversight Committee

Mandate of the Committee

The Budget Committee is established under the Standing Order '190 and is mandated to:

a) Examine the Budget Policy Statement presented to the House and shall report to the

House, what, if any, economies should be made consistent with proper canying into efiect

of the policies implied in or by such statement and estimatesi and

b) Evaluate tax estimates, economic and budgetary policies and programmes with direct

Budget outlays.

The Budget Committee is further given legal backing under the Fiscal Management Act, 2009 and the

Constitution article 221 (4 and 5).

Mr, Speaker Sir, the Constitution has signiiicantly altered the public finance landscape of this country.

ln this regard, the roles and powers of the Executive and the Legislature have been clearly delineated

with Parliament having additional responsibilities over the management of public finances. Parliament

has in particular received enhanced responsibility with regard to resource mobilization, allocation,

monitoflng and control.
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Pursuant to Ardcle 221(4) of the Constitution, the National Assembly will only consider the Estimates of

Revenue and Expenditure after a relevant Committee - in this case the Budget Committee - discusses

and reviews the Estimates and makes recommendations to the National Assemblv.

EXAMINATION OF THE ESTIMATES OF REVENUE AND EXPENDITURE

ln reviewing the 2012/2013 Budget Estimates and the Financial Statement laid by the Minister for

Finance on 26u,April,2012, the Committee held 12 Sittings.

The committee also held public hearings with the general public in line with Article 221 (5) of the

constitution. These Public Hearings were held in Nairobi, Nyeri, Machakos, Kisii, Malindi, Kisumu,

Meru, Nakuru, Nyandarua, Wajir, Kakamega, Bungoma, Kitale, lsiolo, Voi, Lodwar and Kericho. These

hearings were conducted under the theme'creating employment through the efflcient utilization of

available resources. The combined report of these hearings is annexed to this report.

Further, the Committee received written submissions with recommendations from all the twelve

Departmental Committees. Other written submissions were atso received from organized groups, civil

society organizations and members of the public.

ACKNOWLEDGEMENT

Mr. Speaker Sir,

We must thank Kenyans who took time to attend the consultations and whose views we have taken into

account in this report. The committee also received views from the Alrican Women's Studies Centre

based at the Universrty of Nairobi, the National youth council through Kituo cha Sheria, Kenya

National Union of Teachers (KNUT), the child wetfare society of Kenya, the Economic & social Rights

center, the Kenya coconut Development Authority, The Kenyan women parliamentary Association

and the Former Parliamentarians Association of Kenya, amongst others.

The committee is also grateful to the Ministers and heads of government Departments who appeared

before the Committee and also extends gratitude to the Pmvincial Administration across the country

that helped in the mobilization of the people during the public hearings.

Lastly, the committee is particularly grateful to the office of the speaker and the office of clerk of

National Assembly for the support received as it discharged its mandate of reviewing the 2012/13
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Estrmates of Expenditure and Revenue. The Committee is also grateful to the Members of Parliament

who participated in the process, especially the public hearings in the alorementioned centres.

Mr. Speaker Sir,

It is therefore my pleasant duty and privilege, on behalf of the Budget Committee to table this Report

and recommend it to the House for adoption.

THE HON, ELIAS P, MBAU, MP

CHAIRMAN, BUDGET COMMITTEE

Da
2-o/Z

S
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I. LINKING THE2O12I13 BUDGET AND THE 2012 BUDGET POLICY STATEMENT

1. Mr. Speaker Sir, the Budget Policy statement is an important dccument which provides the broad

policy thrust for govemment. ln addition to this, it is the overarching document that provides

djrection with regard to the allocation of resources between the three arms of government, namely

the Judiciary, Executive and the Legisiature. lt is, however, disheartening to note that the

government is slowly turning the Budget Policy Statement into a document of the willing. This is

despite the fact that the govemment has been using the Medium term Expenditure Framework

(MTEF) approach to budgeting that demands a strong link between planning and budgeting. The

Budget Policy statement also strengthens lhe link between policy, planning and allocation of

resources. This means that the Budget Policy Statement should inlorm the printed Estimates and

the deviation between the amounts oi expenditure and revenue proposed in the Budget policy

Statement from those of the printed Estimates should be minimal.

2. Mr. Speaker sir, the Budget Policy statement and the printed Estimates were laid in the House

nine days apart in the month of April, 2012. There are, however, glaring discrepancies between the

figures provided in the Budget Policy Statement and those provided in the Printed Estimates. For

example, while the Budget Policy statement Estimate of expenditure and net lending was Kshs.

1.265 trillion, the Printed Estimates now amount to Kshs.l.462 trillion excluding principle debt

repayment. lt is not clear why the flscal framework has changed significanfly and if the Budget

Policy Statement actually informed the 20 12/13 budget proposals.

3. ln this regard, Mr. speaker sir, comparing these Estimates with the Budget policy statement, the

vision-2030 and the strategic plans of the various ministries, it is apparent that a ,business-as-

usual' approach to budgeting remains deeply entrenched in the Executive. Hon. Members will also

recall that in the Report on the BPS, this House called for delibeate reorientation from'business as

usual' incremental approach to budgeting to more innovative and efficiencyoriented budgeting that

considers absorptton capacity reduction of non-priority expenditure, I hope the Executive will keenly

take note of this statement for we will not get far as a country if this continues indefinitely. Mr.

speaker sh, the pace in the adoption of programme based budgeting which would address these

concems is still wanting. when will the budget be presented rn a programme basis so that this

House and the public can see the anticipated results or outcomes with the amounts o{ monev that

we are going to vote on?
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4. Mr. Speaker sir, Article 201 (c) of our constitution provides that, 'the burdens and benefits of the

use of resources and public bonowing shall be shared equitably between present and luture

generations.' Hon. N,lembers will note that no country can reach sustainable growth ntes without

having to shed off noo-priority expenditure. History confirms that emerging economies started by

creating a budget surplus and it is therefore high time that we made deliberate fiscal rules that are

geared bwards achieving a balanced budget. We, however, after carelul review ol the Estimates,

note that the deficit continues to grow and as a result, the consolidated Fund services accounts for

more than he budget for health and agriculture services put together' ln the 201213 Estimates, the

amount estimated stands at Kshs.345.98 billion translating to 240lo of the Kshs.1.462 trillion

budgetsproposed'HonMemberswillhaveachancetosavethiscountrybydemandinga

balanced budget at national level in the medium term

5. Mr. Speaker sir, the committee iS concemed that the total public debt continues to rise to

unsustainable levels. Hon. Members, as at 31sr of December 2011, the total public debt stood at

Kshs..l.5452 trillion while the Gross Domeslic Product stands at Kshs'3.025 trillion. This

translates to a public debt level of 510/o of GDP. Such level is totally unsustainable and any further

pressure will have a negative impact on the economy thereby undermining public service delivery.

6. Mr..Speaker sir, recognizing the need to reverse the trend of maintaining high deficits, the Budget

commlttee in its Report on the Budget Policy statement recommended to this House, budget

ceilings specific for the three arms oi Government. A careful review of the budget Estimates

indicates that only the Parliamentary service commission and the Judiciary adhered to this

recommendation of keeping a ceiling Kshs. 18.15 billion and Kshs.16.4 billion, respectively. The

committee recommends that the ceiling for Parliamentary Service commission and Judiciary be

maintained as submitted safe for expenditure adjustments proposed in this report'

7, Mr. speaker sir in the report on the Budget Policy statement approved by this House, the budget

for the Executive excluding public debt was to amount to Ksh.937.73 billion, as proposed in the

BPS, but the budget Ior the Executive according to the printed Estimates now shnds at Ksh.1'075

trillion, excluding public debt payment. The additional resources are neither for emergency

Services nor critical expenditure. Mr. Speaker Sir, there iS urgent need to strengthen the budget

process by sticking to the proposed ceilings in the Budget Policy statement and cutting

unnecessary spending Austerity measuEs should therefore be instituted in non'core expenditure

as well as anchoring the Annual Estimates to the Budget Policy Statement
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8. Mr. Speaker Sir, Kenya's national budget has been rising over time but questions still arise about

whether government ministries and agencies use approved resources in the most prudent manner,

or indeed whether some of the spending is necessary. The constitution of Kenya provides in

Article 201(d) that "public money shall be used in a prudent and responsible way'. This

means that the government should make every effort to reduce wastage of public resources and

apply to the most productive activities. A lot of government money is placed to fund numerous non-

core items such as: domestic and toreign travel, hospitality supplies, among others.

9. Mr' Speaker sir, while most private entities would seek to reign in such non-core expenditures,

and given that there is limited information about what govemment departments would optimally

require for such items, the government contrnues to flagrantly increase allocations to these items

every flnancial year. some of these items, such as printing and supplies, hospitality supplies are

the most prone to conuption through overpricing and other malpractices.

10. Mr. Speaker Sir, the present budgeting system is largely rncrementat which means that the
govemment routinely allocates the funds available to existing programmes and new programmes

regardless of whether those programmes generate public services in the most eflicient way. The

principle that should guide budget making should therefore be "achieving the greatest public good

in the most cost+ffective way.'

11. Mr. speaker sir, furthermore, the committee has noted systematic neglect of certain sectors or

services which continue to drag the country back in development and standard of living. These

include inadequate spending on the provision of healthcare, particularly the systematic shortage of

required equipment and medicine for heatment and management of chronic diseases, neglect oi
the health professions with row training for doctors and row retention of personner; ccntinued

neglect of police services, particularly equipment despite the central nature of this service in
national development, among others. other areas requiring urgent attention include measures to

reduce chronic trafllc jams in major citres and ways to reduce wastage of food harvests.

12. Mr' speaker Sir, Hon. Members will also recall that in the Report on the Budget policy statement,

we recommended that in line with the provisions of the Constitution Article 22'1, the Equalization

Fund be operationalLed and that an allocation of Ksh.6.7 billion be provided for. ln addition to

this, we also recommended that the Commission on Revenue Allocation make haste in publishing

the criteria lor identification of marginalized areas. There is cunently no criteria publishe6 as yet but
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after a careful review of the Estimates, the Committee has established that Ksh.5.5 billion has

been allocated under the Equalization Fund as follows;

i. Ministry of Finance - Kshs,3.0 billion

ii. Ministry of Roads - West Pokot - Kshs.0.6 billion

iii. Ministry of Livestock - Livestock Development Fund - Kshs.0.5 billion

iv. Ministry of Energy - Solar - Kshs.o,18 billion

v, Ministry of Finance - National lnigation Board - Kshs,'1.0 billion

vi. Ministry of Education - Low mst schools - Kshs.0.3 billion

13. Mr. Speaker Sir, lt is not spelt out exactly what criterion was used to select the alorementioned flve

ministries and the regions which have been allocated resources under the Equalization Fund. The

funds allocated cannot also be immediately traced under the budgets o{ the individual ministries as

part of the Equalization Fund since there is no line item indicating the purpose of lhe funds or that

the lunds are for the purposes of Equalization as envisaged in the Constitution. This renders the

funds susceptible to nnsuse and abuse within these ministries. ln this regard, Mr. SPeaker Sir,

these lunds cannot be attributed to be coming fiom the Equalization Fund in as much as they are

crucial for service provision.

14. ln addition to this, Mr. Speaker Sir, Article 204(2) of the Constitution states that the national

govemment shall use the Equalization Fund only to provide basic services including water, roads,

health facilities and electncity to margrnalzed areas. This Committee therelore llnds that the

allocation of the funds under the Livestock Development Fund is in line with the 20'1'1 report on the

Budget Policy Statement, cannot form part of the Equalization Fund as envisaged in the

Constitution,

15. Mr. Speaker Sir, in light of lhe contrnued delay by the Executive in operationalizing the

Equalization Fund, the Committee would like to inform this House that these delays are htndering

the appropriation and application of the resources under this Fund. lt is thelefore tmperative that

the Commission on Revenue Allocation moves with speed and identifies this.
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II. KEY PRIORITY AREAS FOR THE 201213 BUDGET

a) FOOD SECURTTY

16. Mr. Speaker sir, it is estimated that about a third ol Kenya's population is considered food

insecure. ln addition, Article a3 (1) c of our constitutron provides that every person has a right to

be free from hunger and to have adequate food of acceptable quality. Hon. Members may be aware

that we spend, on a yearly basis, substantial resources on food importation yet some countries

within this region have become lood sufficient. Mr. speaker sir, a country that cannot produce

sumcient food and guard against cheap imports runs the risk of being unable to realae meaningful

development.

17. Mr. Speaker sir, the committee thereiore calls for a comprehensive food security programme

which is not solely dedicated to maize production but rather to the sustained production of all food

crops. We especially need a policy that ensures farmers have access to quality certified seed and

other inputs such as fertilizer and extension services. ln this regard, the public informed the

Committee that the cunent administration of fertilizers is inefflcient, and prone to exploitation by

middlemen. ln addition to this, members of the public were concemed with the unequal distribution

of irigation resources in the Country,

18. Mr. Speaker Sir, from the public hearings the Committee heard of the need to establish a local

tactory for fertiltzer production in the Country. The public also proposed that the Ministry of livestock

should receive more funds in the 2012/13 budget to provide quality livestock extension seryices,

and that some of the resources in the Ministry of Agriculture be specifically used to buy tractors for

use 0r hire in agriculturally rich areas. The committee is in support of these views and respective

ministries should ensure that their proposals are implemented. As you may recall during last yeals

scrutiny of the Budget, the Committee set aside resources for the purchase of certifled seeds and

fertilizer. lt is not clear exactly how many farmers and areas have benettted from this provision,

19. Mr. Speaker Sir, members of the public further recommend that funds be allocated for setting up

institutional structures and preparation of the legal and legislative framework for the implementation

of a comprehensive food security programme.
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b) CREATION OF EMPLOYMENT OPPORTUNITIES

20. Mr. Speaker sir, unemployment contributes to poverty among our people and Hon. Members will

share ln the concem of this Committee. The only way the country will decisively deal with this

problem is to provide opportunities lor our youlh to engage in gainful and productive activities in

order to earn a decent living. This is indeed the reason why the committee's main theme during

public h€anng was "creating employment opportunilies through the budget'

2,1. Mr. Speaker Sk, members of the Public called tor the allocation ol significant and specific

resources to the Ministry of lndustrialization to tacilitate the revival and establishment of various

industries across the country such as agro-processing and textile industries in order to ffeate more

employment across the country. The public expressed concern that Ksh.3.8 Billion and Ksh'1

Billion that was allocated for small and Medrum Enterprises (sME',s) in 2010111 and 2011112

financial yean respectively did not efiectively reach the intended beneficiaries because of structural

inefficiencies and high interest rates charged by the Commercial Banks appointed to disburse the

money. However, the public specilically proposed that the SME fund be increased'

22. Mr. Speaker Sir, the Committee notes that the industrialization of the Country will contribute

significantly to creation o{ sustainable gainful employment. The Committee emphasizes that at the

heart of the pursuit of industrialization, lies the continued progression towards the ability to

make machines and tools. I am, therefore, glad to report that the budget Estimates have made

budgetary allocations for the Kenya lndustrial Estates, the Numerical Machining complex, among

others. We commend the Minister for this.

III, PROVISION OF BASIC SOCIAL SERVICES

a) Healthcare

23. Mr. Speaker sir, Kenya is a signatory of the Abuja declaration that requires that at least '15% be

allocated lor health services yet only about 6% has been allocated to the health sector' Mr.

speaker sir, the public decried the low funding to the health sector and observed that public

hospitals lack adequate facillties, pharmaceutical products and personnel, The public, therefore,

called lor more equipment for local health centers as they are more accessible. ln spite of the low

funding, the public was stitl concerned that there is still significant leakage of pharmaceutical

products into private institutions instead of them being availed in hospitals Mr. Speaker Sir, this
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leakage must be addressed as a matter of urgency and in fact, it introduces the question of when

the last Public Expenditure Tracking Survey (PETS) on the supply and distribution of drugs was

conducted and who the results of that survey were presented to.

24. Mr. Speaker Sir, the public called for the govemment to take up, operationallze and facilitate

various institutions that had been set up by the Constituency Development Fund in the rural areas

but had since suffered from absence of medical equipment, personnel as well as drugs. The public

also noted that many health facilities across the country were understaffed and undersupplied with

medical equipment as well as pharmaceutical products. ln addition to this, the public also observed

the need to remunerate doctors adequately to avoid the suffering of patients, Moreover, they

advocated for strengthening of the Kenya Medical Supply Agency (KEMSA) to enable it supply

pharmaceutical products to the country in an efilcient and timely manner.

b) Education

25. Mr. Speaker Sir, members oi the public called for the provisron of adequate funding for more

teachers at all levels of education as well as to provide for regularized teacher refresher courses

and closer supervision of the profession. The public also advocated tor adequate resources to the

Higher Education Loans Board in the 2012/13 budget.

26. ln addition to this, Mr. Speaker Sir, the public noted that the infrastructure in lhe education sector

was in need of upgrade and this should be extended to establishing an institute or technical training

college in each County. lrlembers of the public observed that village polytechnics should receive

enhanced allocation as they have been helpful in providing employment opportunities lor the youth.

The public also called for the reorientation of the curriculums offered in institutions of higher

leaming to make them in tandem and responsive to the requirements of the vision 2030. ln this

regard, the public requested for increased training of engineers and aftisans to fill the skill gaps in

these essential flelds as well as the allocation of resources towards'life skills' education in the

country.
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c) lnfrastructure

27. Mr. Speaker Sir, the public pointed out that the quality of road repairs and maintenance across the

counry was poor which led to excessive damage during the rainy seasons ln this regard, the

Public noted that the road repairs were always delayed and the government always spends more

money to repair neglected roads,

28. The public also expressed concem about the pool road netvvork in the Coastal and North Eastem

region which has inhibited internal trade. They urged the Government to construct the road linking

important industflal hubs as a matter of priority. The residents emphaslzed the need to develop

teeder roads as this will open up the area and adequately tap the tourism potential.

d) Social Services

29. Mr. Speaker Sir, it was observed that the process of vetting people living with disability to qualify

for the income tax waiver on part of their income iS currently very laborious and Strenuous. The

public recommended for the procedure to be reviewed to make it friendly to the people

30. Mr. Speaker sir, a memorandum from the child welfare society of Kenya indicated that the

government should allocate more resources for the care and protection of children as indicated in

the constitution Articies 20,21,26,45 and 53. The public also recommended that a child lund be

established to cater for vulnerable children and that the youth empowerment programmes under

the social pillar of the Vision 2030 be funded with at least Ksh.20m in each Constituency.

31, The public also recommended the increase of the elderly cash transfers to cover all the vulnerable

in all the counties of Kenya. The monthly payment should also be lncreased Kshs.2,000 per

household instead of Kshs.1,000 that is cunently allocated,

e) Gender

32. Mr. Speaker Sir, a review of the Estimates of expenditure indicates that the bulk of resources

under recu[ent expenditure are going towards compensation to employees. The Committee notes

that as at December 2012, the oveEll proportion of women in the Civil Service (excluding

Teachers) accounted for 28%, whereas the male civil servants accounted for 72%. As much aS the

overall distribution by gender has improved in lhe last ten years, the distribution by seniority still
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indicates that female Civil Servants are concentrated more at the lower levels. This is in need o{

redress through afflrmative action to ensure that women in the civil service have both the access

and desire to pursue higher education as well as managerial and technical courses to bring

everyone in public service at par as far as opportunities are concemed. ln this regard, the

Committee proposes that a gender responsive policy formulation and implemenlation process be

established in the entire civil service to mitigate these concems in order to promote equitable

career progression throughout the govemment,

33. ln addition to this, Mr. Speaker Sir, the Committee noted that women have different health

requirements from men and these need special attentjon as opposed to blanket healthcare

coverage. While the Committee notes the efiorts being made in the health sector, lhere is,

however, concem that cancer dispropodionately afiects women, ln this regard, the Committee

recommends that specific allocations be made to purchase cancer screening equipment in the

2012/13 Financial Year.

IV. UTILIZATION OF EXTERNAL FUNDING

34. Mr. Speaker Sir, the Committee notes that substantial resources which are sourced from

development partners are devoted to meeting recurrent nature of expenditure such as foreign

travel, hospitality and supplies among others. This is evident affoss the development estimates

and the Committee strongly recommends that the development vote should be focused on

expenditures that generate productive capital,

35. Mr. Speaker Sir, during the interaction with luinistries and govemment agencies, the Committee

noted a low absorption rate of funds due to lengthy and bureaucratrc procurement procedures. ln

this regard, the Committee notes that the reforms undertaken since 2005 with the enactment o{ the

Public Procurement and Disposal Act have not served the country well and should therelore be

enhanced.

36. ln the meantime Mr. Speaker Sir, the Committee recommends that Govemment agencies prepare

realistic work plans and accompanying procurement plans tied to the available resources, so as to

avoid holding funds which would have otheMise be utilized to meet other pressing needs. ln the

201213 estimates, the Committee has therefore reallocated funds lrom areas where absorptron

capacity has been lacking to areas of high priority.
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V. STATE CORPORATIONS

37. Mr, Speaker Sir, the State Corporations in Kenya manage significant sums of money estimated at

more than Kshs.600 billion every year. We need to make these corporations accountable to reduce

misappropriation .Mr, Speaker Sir, the Committee is deeply concerned with the allocations to some

of these corporations especially moneys purported for development purposes. Corporations should

be sell sufflcient and herefore this House should recommend a 4% reductlon on all grants to State

Corporations under recunent expenditure and a 25% on development expenditures with exception

to those related to provision of water, roads, electricity, health and education.

3E. Mr. Speaker Sir, the Committee also recommends that the minister conduct a thorough review of

ali the resources transfened to shte coeorations through the budget as well as earmarked funds

and extra budgetary funds. This should be done with the aim of instituting value-for-money

spending and reducing unproductive expenditure.

VI. PREPAREDNESS FOR DEVOLUTION

39. Mr. Speaker Sir, the Committee noted that in the 2012/2013 proposed budget estimates, there arc

allocations for devolved functions within varrous ministries. However, the Committee notes with

concern that there are five key ministries which have not specilically indicated any demarcated

funds for devolved functions,

a) Ministry of Roads - This ministry has not indicated the devolved functions/ funds

under the Kenya Rural Roads Authority, allocating funds to devolved relevant

functions in recunent expenditure but none in developrnent expenditure.

b) Ministry of the Development of Northern Kenya and Arid Lands - The Ministry

has not indicated the devolved functions/funds in its budget for emergency relie{ and

refugee assistance as well as constructton and civil works,

c) Ministry of Nairobi Metropolitan Development - The Ministry of Nairobi

Metropolitan Development also covers various counties. However, this ministry has

not allocated money for devolved functions in its budget.

d) Ministry of Energy - While the ministry has set aside Kshs.8.g billion lor devolved

lunctions, it does not identity the specific devolved functions under its mandate,
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e) Ministry of Trade - Apart lrom the allocation under "headquanen' that is meant t0

cater for policy, much of the resources should be expressly devolved and provided

for since the Fourth Schedule, Part 2 of the Constitution bestows trade development

and regulation to county governments.

40. The Committee also notes with concem that there are no provisions within the Esttmates for setting

up of County Assembly structures. Mr. Speaker Sir, failure to iully provide specific lunds for setting

up County Assembly structures will result in County legislatures being unabie to execute their

mandates immediately after the next genenal election,

41. ln addition to this, Mr. Speaker sir, there is also a notable gap between the resource provision for

devolved government under the 2012i13 flscat framework in the BPS and the 2012/13 propcsed

budget estimates, ln the 2012/13 llscal framework, devolved govemment has been allocated

Kshs.166.7 billion. However in the printed estimates, the aliocatron to devolved functions amounts

to Kshs.148 billion.

42. Mr. Speaker Sir, in view of the need to provide the necessary infrastructure for county assemblies,

this Committee recommends that Kshs.1.5 billion be allocated from the item'transfers for

constitutional reforms" in the Ministry of Finance to be dedicated to setting up infrastructure in the

County Assemblies,

VII, RECOMMENDATIONS

a) POLICYPRESCRIPTIONS

43. Mr. Speaker Sir, in addition to the expenditure needs that the public expressed during the public

hearings, there were other critlcal issues that were pointed out as either inhibitlng effective service

provision and thereby restraining the socioeconomic growth of our country or being incongruent

with the cunent legislation and therefore in need of redress. ln this regard, Mr. Speaker Sir, the

Committee proposes several policy measures to respond to the requests of the public while

promoting efficient service-provision by the government. specilically the committee proposes

immediate implementation of the tollowing policies:
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/ That rescurce allocation to the Equalization Fund be increased to Kshs.6.7 billion and ring-

fenmd until the criteria lor identification of marginalized areas is published and the

legislation on public finance to administer the fund is enacted;

r' The enactment ol the PPP (Public Private Partnership) law that will operationalise B0T

(Build, Operate, and Transfer) to ensure sufficient and cost-effective funding for

infrastructure projects such as street lighting, power generatron, railways, road networks

and ports;

/ That an all inclusive govemment integrated informalion system be established to capture

all personal information and data from the time of birth and result in a common PIN

(Personal ldentifi cation Number);

/ To urgently lormulate a comprehensive tood security programme encompassing

Agriculture, Livestock, Food and Fisheries Authority (ALFFA) to promote and regulate the

agriculture sector both at the National and County govemments and enhance food security;

/ Harmonize all disaster related initiatives across the government pertaining to droughts and

floods in order to come up with a structured strategy of addressing emergencies and

perennial water shofuge in the country;

/ To allocate resources for the establishment of a fertilizer factory for local manulacture of

fertilizer to ensure that the cost of inputs to farmers is affordablei

/ To re-negotiate the Nile treaty and thereby enable the Lake Victoria region to be able to

utilize the rivers in the region for meaningful damming and irrigation and ensure socio-

economic development;

r' Establishment oJ an urgent framework for the compensation of the victims o{ pyramid

schemes in line with the Minister for Cooperative Development undedaking in the House;

z To fully povide resources and personnel for the setting up of county infrastructure so as to

ensure a smooth transltion to devolved govemment,

/ To ensure, through the Kenya Medical Supplies Agency (KEMSA) that paediatric medicine

for children under the age of 5 years is availed free of charge in all hospitals, particularly

referral hospitals and the Kenyatta National Hospital;

/ To accelerate the posting of advertisements online and specifically in govemment websites

in order to realize resource savings in publicity and inlormation dissemination andi

/ To ensure that all proceeds from the Kenya Oil Storage Facility (KOSF) that is collected

and recorded by the Ministry of Energy is converted into revenue and directly paid into the

exchequer account of traasury.
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/ To introduce instant electronic ticketing based on biometric new identification syslem as a

punitive measure to address the violation ol traffic rules and to have resulting moneys paid

directly into a designated public bank by the violators.

b) PROPOSED ADJUSTMENTS AND REALLOCATIONS IN THE 2012/13 BUDGET

tl4. Mr. Speaker Sir, the Committee recerved presentations by the Chairs of the various Departmental

Committees on proposed recommendations and reallocatrons in the 2012/13 budget, ln line with its

mandate of evaluating economic and budgetary policies and programmes with direct budgetary

ouuays, the Budget committee unde(ook to ralionalize the proposals by the committees to the

extent possible. ln doing so, keen attention was paid and care taken to ensure that any impact on

service provision on the nation as a whole is positive,

45. Mr. Speaker Sir, the budget is he mechanism that allows a country to deliver on its promises to its

people and an effective and comprehensive budget involves apponioning scarce resources to

competing needs. Honourable members may be aware that the Budget committee looks at how the

overall expenditure fits in the fiscal tramework. lndeed, due cognizance is given to having a stable

macroeconomic environment especially ensuring that the fiscal Budget Deficit does not crowd out

private sector investment as well as having a sustained level of debt. Thus, it was not possible to

factor in the review, all the recommendations of the Departmental Committees.

46. Mr. Speaker Sir, in this regard, the remaining part o{ this report should be considered as a notice

of motion to adjust the 2012/1 3 Estimates submitted to Parliament in order to have an efficient and

responsive budget that addresses the needs and requests of Kenyans and meets the asprrations of

the citizenry.

. ExpenditureAdjustments

47. Mr. Speaker Sir, the Committee notes that there are several common non-core expenditures in the

budget for 2012/13. These include expenditures ior maintenance, operating expenses, printing,

purchases of vehicles and equipments, construction of buildings, hospitality supplies, domestic and

foreign havel, among othen. with regard to foreign travels, it is sel[evident that such spending is

wasteful and also depletes Kenya's toreign cunency. lt is quite unsetfling for govemment agencres

to spend huge resources on non-core items while thousands of Kenyans lack kidney dialysis
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machines and cancer Screening or treatment machines. For this financial year, the Committee

recommends that these lunds be reduced signilicantly to release resources for these areas of

government spending.

48. Mr. Speaker Sir, several yardsticks are used to identify areas where further expenditure cuts can

be made. Firstly, it is important to appreciate that some agencies require more resources of the

non-core type discussed above, while others due to their mandates need less to be able to execute

their mandates efiectively. Thus, expenditure reducttons for items such as printing, routine

maintenance of vehicles, hospitality supplies, among otheB are made where excessive spending is

identifled, ln addition, pending a comprehensive assessment of actual needs for ali agencies for

these types ol expenditures, the committee recommends that these expenditures can be reduced

modestly without crippling the targeted ministries or spending units,

49. Secondly, Mr. Speaker Sir, there are several cases where development expenditure contains large

amounts of recunent type items such as those mentioned above. For this reason, expenditure

reductions are informed by the need to curb lhe use of development funds for recunent 0Pe

spending. In addition to this, it is proposed that foreign loans and grants approved by Parliament for

development must commit at least 70 percent of the budget to demonstrable development projects.

For instance, there are huge resources allocated in the Ministry of Finance that are recunent in

nature and yet they appear in the development budget.

50. Mr. Speaker Sir, to send a clear and unambiguous message of adherence to hard budget

constraints and to follow on the austerity measures instituted in 2011/12 Budget by Parliament, the

Committee recommends that the 2012/13 Estimates be revised as follows,

i. Expenditure cuts under Recurrent Expenditure

51. Mr. Speaker Sir, the following proposed reductions in the recurrent expenditure will result in a

saving of Kshs.15,344,599,994 of which Kshs.12,248,541,087 arises due to cuts in the recurent

budget lor ali ministries including Parliament and Judiciary, while Kshs.3,096,058,906 is savings

from expenditure cuts of Parastatals recurrent budget. More specmcally, the committee

recommends for reducing the followrng items as shown below; (Annex 1 shows the details).

1) Foreign Travel and Subsistence, and other transportation Costs by 50 percent in all

ministries, Judiciary and Parliament;
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2) Communication supplies and services by ,10 percent in all ministries, Judiciary and

Parliament;

3) Domestic Travel and Subsistence, and other Transportation costs' by 30 percent in all

ministries Judicjary, and Parliament;

4) "Printing, Advertising and lnformation Supplies and Services, by 30 percent in all

ministries, iudiciary and Parliament, with the exception of tndependent Electoral and

Boundaries Commission and Ministry of Lands;

5) 'Hospitality Supplies and seNices" by 30 percent in aI ministries, government agencies,

Judrciary and Parliament with exception of: Ministry of Tourism, State House, Office of pM,

and Ministry of Lands (this item is for Land boards and Land Tribunals);

6) 'Fuel Oil and Lubricants" in alr ministries, Judiciary and parliament by 20% with exception

of: Ministry of Roads, Ministry of Energy, Ministry of State for Defense, and Ministry of

State tor Provincial Administraticn and lnternal Security;

7) 'Other Operating Expenses" by 20 percent in all ministries, Judiciary and parliament, and

by 30 percent in lliinistry of Finance, with exception of contracted services and legal fees;

8) 'Routine Maintenance - Vehicles and Other Transport Equipmenf by 20 percent in all

ministries, Judiciary and Parliament with the exception of: Ministry of Roads, Ministry of

Energy, Ministry of Public Works, Ministry ol State for Detense, and Ministry of State for

Provincial Administration and lnternal Securiv;

9) "Purchase of Vehicles and Other Transport Equipment' by 50 percent all ministries,

government agencies, and Judiciary with the exception of Ministry of Medical services,

lndependent Electoral and Boundaries commission and Ministry of state for provincial

Administration and lntemal Security;

10) "Purchase of office Furniture and General Equipment" by 20 percent in all ministries,

government agencies, and Judiciary;

11)'Research, Feasibility Studies, Project preparation and Design, project Supervision' by

100 percent in all ministries and government agencies. This item appears in the almost all

minrstries and is often abused;

12) Expenditure under'Poverty Eradication commission" by gg percent under the Ministry of

Planning and National Development,

13) Reduce by 4 percent arlcunent grants to government agencies" with the exception of

those under N4inistry of Health, Ministry ot Education, Ministry of Roads, Ministry of Energy

and Ministry of Regional Development Authorities. These Excrudes subscriptions to

internationaL organizations,
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ii. Expenditure cuts under Development Vote

52. Mr. Speaker Sir, the following proposed reductions in lhe development expenditure will result in a

saving of Kshs.4,295,495,004 of which Kshs.4,043,196,023 anses due to cuts in the development

budget for all ministries, whiie Kshs.252,298,976 is savings from expenditure cuts of transfers in

the development budget. Mr. Speaker sir, in arriving at the ligure we excluded projects that have

counterpart funding, ongoing projects, and key infrastructure proiects and only proposed

adjustments in areas that will not hamper service delivery, The lollowing items are earmarked for

expenditure cuts:

tr The following items be revised to zero

a, All training expenditure in the development budget that is not funded by development

partneE.

b, Purchase of certified seeds, breeding stock and live animals under Ministry of Home

AffaiE.

c. capital Granb to Govemment Agencies and other levels of govemmenl under the

Poverty Eradication Commission" under Ministry of Planning'

d. Domestic Travel and subsistence, and other Transportation in all ministries,

govemment agencies, Judiciary and Parliament.

e, Hospitality Supplies and Service in all ministries, govemment agencies, Judiciary and

Parliament.

f. Foreign Travel and subsistence, and other transportation in all ministries, govemment

agencies, Judiciary and Parliament

g, Rental of produced assets under Ministry of Forestry'

h. otflce and General supplies and services in all ministries, government agencies,

Judiciary and Parliament.

i. Printing, Advertising and lnformation supplies and services in all ministries and

govemment agencies, Judiciary and Parliament

j. Fuel Oil and Lubricants by 100 in all ministries, govemment agencies, Judiciary and

Parliament.

k, other Operating Expenses by 100 percent in all ministries, govemment agencies'

Judiciary and Parliament.

l. Routine Maintenance - Vehicles and other Transport Equipment in all ministries,

govemment agencies, Judiciary and Parliament
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I Reduce construction of building by the Ministry of Energy to serve as the headquarteB for the

Ministry and National oil Corponation be scaled to Ksh.600 million.

r Reduce Purchase of Vehicles and other Transport Equipment by 50 percent in all ministries,

govemment agencies, and Judiciary and parliament.

s Reduce Purchase of office Fumiture and General Equipment by 50 percent in all ministries,

govemment agencies, Judiciary and parliament.

{ Reduce Research, Feasibility studies, project preparation and Design, project Supervision by

50 percent in all ministries and government agencies, Judiciary and parliament.

{ Reduce by 20 percent all 'capital grants to govemment agencies" that purely benefit from

Government Revenue (GREV), with the exception of those under Ministry of Medical Services,

Ministry of Public Health and sanitation, Ministry of Education, Ministry of Roads, ltlinistry oI

Energy and Ministry of Regicnal Development Authorities. tn addition, the following items are

excluded:

Vote Head Code Sub head name Item name Allocation
VCTE lol4smsuholde.Hodiculture ieadquane$ lnsurance Cosls 537,600

2,96N 723 124

, 0110 lMa(etng Dmgramme (ShopMapl

VOTE l0l4SmallholdBr Horliculture Headoua(els
0110 Markeling Programme (ShopMap)

19,062,546

Purciase oi Speotahzec plani 628,7'13,981
UI nl and Machl

Construction oi Buildtng

MitihanlHouse Phase

V Pqect
Othe' operatlng Exp€nses 364,00C,000

Govemmenl Pension and
Retirement Benefrb

VOTE

D140 He LlaleG

0011 lmmrglaton Depsnmon! iieaCouaneB

VOIE
D'159

0c0TArchiteotu.a D€pa(ment l'ieadquaneG

VOTE 0007Arcnite:rural Depanment

VOTE

4121
0C21 0rrectorate oi Envuonmeni Greenrng Programme Purchase of Cenilleo S€eds,

Brsedrng Stock Bnd Live
Anrmals

200,000 000

T'VO 0001 HBadquanels Admrnistrative
Services

Kenya Brcadcasling
Corporalrcn

CaDilal Grsnts to Gcvernmeni
Agencies and other Levels of
Govemmsnt

45!,00c,0c!

53. Mr. Speaker srr, with the arorementioned adjustments Mr. speaker sir, the committee has created

savings amounting Kshs.19,640,094,997 which I now hereby propose to be allocated in key priority

areas as detailed here below.

. Expenditurelncrements

54. Mr. Speaker Sir, whereas expenditure cuts are targeted to curb lavish use of public resources and

to reduce opportunities for flagrant (business-as-usual) government spending, expenditure

increments are informed by core needs identified thmugh the budget process, through the Budget
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committee Report on the Budget Policy statement to Parliament (Bullet 82, page 24'25), and the

submissions from Kenyans around the country through the Public Hearings held between 1'1h, 12t'

and 14b May 2012 in seventeen centeB across the country and submissions by individuals and

organizations on the 2012113 budget proposals

55. Mr. Speaker Sir, the areas that are identifred to receive additional funds also include'high impacf

areas or chronically neglected, but important, areas of pubtic spending such as the following:

provision of cancer treatment and diagnosis equipment, provision of dialysis machines and other

medical equiprnent. other areas include the urgent need to increase health personnel through

accelerated training oi doctors, increased resources to develop science and industrial polytechnics,

increased resources for post harvest crop management, increased funding for ambulances,

conditional grants to the provincial hospitals, flagship projects under the vision 2030, and special

grants to Kenyatta National Hospital. To tund these urgent programs, sacriflces have been made in

non-core spending areas and those savings are used to secure provision for priority seruices. ln

summary, the following are the areas where expenditure increases and reallocations should be

made:

I An additional allocation ol Kshs.1.2 blllion for the Equalization Fund, operationalize it and

establlsh the criteria for mapping out marginalized areas'

{ An additicnal allocatron Kshs. 562.875 million for the Constituency Development Fund being

the balance to meet the legal threshold of 2.5% of ordinary revenue

{ An additional allocation of Kshs. 2.683 billion for the improvement of service delivery in the

health sector specmcally in the following areas:

a. Kshs.683 million to the Ministry of Medical Services for the recruitment of more health

workers to meet the stafi shodage in the hospitals;

b. Kshs.200 million to the Ministry of Medical Services tor the improvement of specified

health iacilities at district and sub-dist ct level,

c. Kshs.300 million to the Ministry of Public Health and sanitation for the Procurement of

cancerScreeningequipment,especiallytomeettherequirementthatwasstrongly

suppoded by Kenya Women Parliamentanans (KEWOPA);

d. Kshs.500 million to the Kenya Medical Supplies Agency (KEMSA) specilically to purchase

pharmaceulical products to meet the drug shortage in the country;

e, Kshs.300 million to the Kenya Medical Training college for the expansion ol KMTC

campuses,
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f, Kshs.500 million for the Kenyatta National Hospital for the procurement ol specialized

equipment; and

g, Kshs.200 million to Moi Teaching and Refenal Hospital for the procurement of

specialized equipment.

l- An additional allocation of Kshs.700 million to improve the infrastructure in the country

specifically in the lollowing areas:

a. Kshs.500 million to the Ministry of Roads lor the repair of roads managed under the

Kenya National Highways Authority (KENHA) which were extensively damaged by the

floods cunently being expenenced, and

b. Kshs,200 million to the Ministry ol Transporl lor National Safety Council.

{ An additional allocation of Kshs.2.275 billion to improve security in the country and ensure

that Kenya becomes a favourable destination specifically in the following areas;

a. To counter the cunent security threats, Kshs.1.275 billion to the Ministry of State for

Public Administration and Natonal Security as counterpart lunding for the installation of

CCTV surveillance equipment.; and

b. Kshs.1 billion to the Minisfy of State for Public Adminisfatron and National Security lor

the construction, and equipping of the CID Forensic Laboratory.

I An additional allocation ol Kshs.1.685 billion to foster socio-economic growth of the country

specifically in the following areas:

a. Kshs.200 million to the Ministry of Labour for the upgrading of the technolcgy used in

industrial training centeB;

b. Kshs.1 billion to the Ministry of Gender and Children Development for Cash transfem to

older persons across the Country;

c. Kshs.485 million to the Ministry of Gender and Children Development as cash transfers

for orphans and vulnerable children; and

'I An additional allocation of Kshs.3.63 billion to improve the education services offered in our

countl specifically in lhe following areas,

a. Kshs."l.2 billion to the Ministry of Education specifically for the completion of the

construction of Mitihani House under the Kenya National Examination Council;

b. Kshs.1 billion to Minisfl of Higher Education for the Higher Education's Loans Board to

increase funds available to ofier loan facilities, especially to cater tor accelerated intake in

public universities;

c. Kshs.630 million to the Ministry of Higher Education to upgrade and equip the Nine (9)

new University colleges;
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d. Kshs.300 million to the l/inistry of Higher Education for the National Council for Science

and Technology; and

e, Kshs.500 million to the Teachers Service Commission lor the promotion of teacheB.

{ An additional allocation of Kshs.l.678 billion to secure the country's bordeB and promote

economic relatjons and trade with other nations specifically in the following areas:

a, Kshs.588 million to the Ministry of Delence for the construction of housing units for '10,000

junior Officers;

b. Kshs.400 Million for the purchase of a Chancery building in New York

c. Ksh6.440 million to the Ministry of Foreign Afiairs for the purchase of chancery in

Kampala, Uganda and,

d. Kshs.150 million to the Ministry of Foreign Affairs for the Establishment ol mission in Juba

Southem Sudan.

{ An additional allocation of Kshs.1.65 billion to boost the agricultural sector and ensure food

security specifically in the lollowing areas:

a. Kshs.1 billion to the Ministry ol Agriculture to increase resources for the Agricultural

Finance Cooperation to provide capital to farmers,

b. Kshs.350 million to the Ministry of Agriculture for the revamping of lhe Pyrethrum Board of

Kenya,

c. Kshs.100 million to the Ministry of Livestock for the Kenya Meat Commission to obtain a

mark of quality, and

d. Kshs.200 million to the Ministry of Northem Kenya Development for the establishment of

the National Drought l/anagement Authority.

t An additional allocation of Kshs.1 billion to the Ministry of Energy to increase the funding for

Rural Electrilication under the Rural Electrilication Authority.

{ An additional allocation of Kshs.100 million to promote cohesion in our society and improve

legal services specifically in the following areas:

a. Kshs.So million to the Ministry of Justice, National Cohesion and Constitutional Affairs to

further enable the National Cohesion and lnbgration Commission (NCIC) carry out its

mandate, and

b. Kshs.s0 million to the State Law Office lor the recruitment of state counsels in the

Attorney General's Office.

d An additional allocation of Kshs.600 million to suppo( devolution and promote improved

service provision in urban areas specifically in the following areas:
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a. Kshs.'150 million to the Ministry of Local Govemment tor the establishment of the

Transilional Authority;

b. Kshs250 million to the Ministry oi Local Government for Disaster management; and

c. Kshs200 million to the Ministry of Nairobi Metropolitan Development for the purchase of

fire fighting vehicles.

I An additional allocation of Kshs.500 million to the N,tinis@ of State for Planning, National

Development and Vision 2030 specilically for conducting the Kenya lntegrated Household

Budget Survey (KIHBS).

J An additional allocation ol Kshs.1.385 billion for fostering local economic grolvth and

promoting industrialization in the country specilically in the following areas:

a. Kshs.385 million to the Ministry of Trade Ior the construction ol Wholesale hubs and tier 1

retail markets;

b. Kshs.500 million to the Ministry of lndustrialization for the revival ol pan-paper mills; and

c. Kshs.500 million to the Ministry of Trade lor Special Economic Zones.

+ An additional allocation of Kshs.382 million for the Kenya National Audit office to cater for

pending bills; purchase ol vehicles and equipment; training, travel expenses, fuel, oil and

lubricants and maintenance costs

. ExpenditureReallocations

56. Mr. Speaker Sir, the Committee has also identified certain areas where resources are to be re-

allocated from one area to another. This has been done in order to promote efficiency in

govemment operations, to provide scarce resources to crucial yet underiunded programmes by

rationalizing while sending a clear message oi the need to promote trugal and pragmatic use of

govemment resources. These include:

{ Reallocation of Kshs.8 billion domiciled in the Ministry of Finance vote to be expressly

provided to the National lrrigatron Board under the Ministry of Water and lnigation specifically

for the development of irrigation infrastructure.

J- Reallocation of Kshs.1.5 billion domiciled in the Ministry of Finance Budget Under item

2630'101; heaC code 0029, Headquaders towards putting up the infrastructure for County

Assemblies in the responsible ministry.

{ Reallocation of Kshs. 106 million allocated for the Mission in Dublin lreland to the

establishment of a Consulate in Juba, Saudi Arabia.

Specific allocations based on the projects by the public hearings in the various centers
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57. Mr. Speaker Sir, there were several priority areas of funding that were identified during the public

hearings. The committee recommends that Kshs.3.14 billion saved from adlustments across

several ministries and agencies be allocated towards funding the projecb summarised below:

a. Revamping small scale industries in the agricultural sector:

. Kshs.100 million be allocated to Kitinda li4ilk processing plant,

. Kshs.so million be altocated to Malakisi ginnery as a start-up capital,

. Kshs.200 million be allocated to the Coconut Development Authority,

. Kshs.8o million be allocated for tre construction of an abattoir in lsiolo,

o Kshs.S0 million be allocated as start-up capital for the establishment of a fertilizer factory,

and

. Kshs.115 million for the repair and construction of road 87 (Embu - Kiritiri - Kangonde

road).

b. Revamping the infrastructure sector:

. Kshs.200 million be allocated for the commencement of the construction of Nakuru Airport,

o Kshs.300 million be allocated forthe re-carpeting of roads within Lodwar municipality,

. Kshs.200 million be allocated towards construction and repair of road C83,

. Kshs.100 million be allocated towards construction and repair of road C68 / C66,

. Kshs.200 million be allocated towards improvement of Kisumu port infrastructure,

. Kshs.150 million be allocated for the improvement of Mbita Causeway (bridge), and

. Kshs.100 million for the construction of a dam along Mzima Springs for provision of water

in Taita-Taveta County.

Supporting the impovement of the health service delivery:

. Kshs.200 million be allocated to Kisii Hospital for improvement of emeeency facilities,

and

. Kshs,100 million for the upgrade of Wesu District Hospital to the level of a training lacility

and the purchase of critical equipment for the provision of quality healthcare services.

d. Supporting development of the social sector:

o Kshs.20 million be allocatod tor the rehabilitation of the Kisii Childrsns Home,

o Kshs.175 million be allocated towards Child Welfare Society of Kenya, and

o Kshs.150 million be allocated towards the development of a comprehensive food security

programme coordinated by the [4inistry ol Agriculture and the Univecity of Naimbi.

Supporting the development of the Education sector:e
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Kshs.200 million be allocated for revamping of the GRTFTU pastoral technical training

college in Wajir,

Kshs.250 million be allocated for the establishment of a technical training college in

Murang'a, and

Kshs.200 million for the improvement of Kipkabus technical training college in Uasin

Gishu.

58. Mr. speaker Sir, the linancing gap arising from under provision ol Kshs.1.2 billion and Kshs.562

million for Equalization Fund and constituency Development Fund, respectively should be met by

the Discretionary Tax Measures as well as key reforms in tax administratton especially with the help

of the recently enacted legislation on GenelEl Packet R.adio Service (GPRS) enabled Electronic

Tax Register. This will go a long way in enhancing vAT collection thereby closing the financing gap.

. Key areas requiring immediate funding

59. Mr. Speaker Sir, during our interaction with the public as well as consultation with the

Departmental committees, the Budget committee identilied other key proJects/ programmes that

require lunding to the tune of Kshs.32.053 billion. Thus, if the Minister for Finance identilies any

additional resources from revenue measures or expenditure re-allocation, the following

programmes should be given priority:

Pro rammes/Pro Amount in Kshs
Agricultural food security under advanced drip irrigation amounting to Kshs.9 10 billion
billion while fertilizer and chemicals wofihKshs.1 billion
Finalization of third generation identity cards programme and in improving the 2.5 Billion
population registration services and issuance of lD's during the 2013 election
year

Purchase of Chance bu ild in New York 800 Million
onstruction of Olentare airport lo serve four counties namely Narok, Homa-bi 400 Millionv,

C

Kisii and N mtra

Purchase of s cialized ments for ional referral Hos italsU

R

200 lrtlillion

485 million

lnstallation of Li hte n in arresters in areas rone to li htenin strikes

esources t0 cater for lncreased annual admission in unrversities 280 million

8 tsillion

1 .8 Billion

659 million

954 million

Ern ment of 30,000 more teachers
ontribution in lieu of rates for Nairobi and Mombasa Cou Councils

Pending bills arising from ongoingstalled projects in Ministry of Local
Government

Kenya Metrological Department - weather modification, recruitment of staff,
purchase of satellite distribution s tem

lo

Addition

Estates

funding to B
(KrE)

usiness Financing for MSME s under the Kenya lndustrial

l Billion
Additional allocation to women Enteror ise Fund

Arpo,t on tnr 2A

225 million



Amount in Kshs
200 millionProvrsion of Urban Food Subsidy Cash Transfer Programme
50 millionConstruction of Embu-Siakago-Ugweri D469

10.2 Billion
Repair of damaged Roads due the heavy rains managed under KURA and

KERRA estimated at Kshs.2.6 billion and Kshs.7.6 billion respectively

Completion of Stalled proiects under the Ministry of Works 4 7 Billion

300 millionConstruction of the Embu-Siakaqo-Uqweri Road
200 millionConstruclion of Nyariban - Manga - Mabuko road,
1.229 billionCompletion of constructon projects at Egerton University
240 millionSubscriotions to meet the delicit to EAC

Total
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ANNEX 1: KEY AREAS OF EXPENDITURE CUTS UNDER THE RECURRENT BUDGET
Item MinisFy Rcduction I Dct .ils AEount Saved (Xshj)

143.52€,

703 32 595

:4 2C.9sr

86.610.0c0

445 19

6;? 669

t0

li 6l

326.701

26 568

309 973 36

65i

(%)

23104C0 - ForelSn TravC and
Subsiitcnce, and Othcr transportation
Costs
22
an

'10200 - Colnmunjcatron, Supplcs
d Scrvices

2210300 - Domcstrc Travcl and
Subsistencc, and Oth$ Transportation
CosB
2210300 - Domeshc Travel and
Subsistenc!, and Other Transportation
Costs

i 2210
Subsi

clan'

5C%

All mrnlstne\ lo*

All ministnq( 1.t0%

3oft

Paaliament
300 - Domestic Travel and
stence, and Other Transpotaatioh

Iu lal'

2210500 - PrintinS, Advertising and
snd Services All muistnes 3C%lnfonnation Su

With exceptlorl
ol lndcpcndent
Electora.l and
Boundanes
Commission and
Ministrv of lrnds

2210800 - Hospitali$' Supplies and
Services 3o*

10600 - Hospltalitl Supptres 8nd
s Parhamenl 309,
::r 06 O0 - Hospitaiiry SuppLes and
Sea!1ces ludician 30k

:21 1200 - fud Oil snd Lubncants All minlstries
2? 1 1230 - rucl Oil and Lub.icants Padiamenl 20%

231 12OC - tuel Oil and Lubnaants ludl.ian

321 1300 - Other :)

2:l i300 - Othe. O hn

All mrnistne\
es udlalan

All ministies

With Excephon
of Minlstq of
Tounsm, Offlce

i oI PM,

excephon
ot Minis!ry of
Roads Mnistn'
of EneryJ,
Mirustry o:
tublic works,
Ministrv of Starc
for Defensc,
Mrnut!-1 of State
for IAIS

I

AII mrnistries

lands o-and
Bffirds, and Land
Tribunais)

Contracteo
Ser\lcer

2C% l

I zlzo: oc - noutine uaintenanc! -
VehiCes and Other Trsnspon

ul

Recur"eni ture
32 i 0400 - ForelSn Travel and
Subsistene, and Other transportation

All mmNtries

50* 1 r96447 942
22 I 0400 - Folcrgh Travel and
Subsistence, and Other transportation
Cosb

Paallameni

50% 386.569.6s0

25.441.542

225,826,634

_ 2,857.828.847

:10%

I

ss6.605.929

22105OO - Printint, Adverti srnS and
Inforrnation Supplies and Sc Parliament 3C% 12

clary
formati

c5 c0 I'ri t1 andnt, vertrsinE
ln or Su hes d Services 30% 25,243,55'i

With exception
of: Ministry of
Roads ,Ministry
of State fot
Defense,
I4inist l' of State
for PAIS

20% |

221 l3C0 - Other Operatins txpenses
MinNtry ol
Finance 30*, alLeg
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Item i Rcduction
(%)

DetuilsA-tinistrf'

2220100 - Routine Maintena[ce -
Vehicl6 and Othcr Tlansport
Equipment ParlLament
2?2O100 - Rouhne MaEtenance -
Vehiclcs and Othcr Tiaruport

311O70O - Furchase of Vehicles and
Ofher ur

udictan'

All ministries 5C%

Iudrciar\. I so*

This itelrl ailo
mcludes
important
purchases for
some ministrics.
Thus, the
rcduction is
tartctcd at
purchases of
motor vehicies
oniY with
cxctpion of:
I4tnisfr'l- of
Medical Services
. IEBC ,nnd
Mrnist{v of State
for PAIS

Amount Ss\€d

6 CC c

15 41\ c3

885.094 710

504 i50
3110700 - Purch8re ofvehicles and
Other Transpoa Equipmcrt

311 i000 - hrrchsse of turt
and General

311 14O0 - Rcsearch. ty Studresl
Project lLpalation ahd DesiSn, Project

lot

Poverh' Eradlcation Commission

Su

30*

E8%

19

901 !a

is

ol
PlanmnS and
National
Devel

3

15

57

All mmistries 310.766.12120%

24,541,424
3 I 1 1 000 - Purchase of Office turniturt
and ccncral E<luipmcnt ludician 2o%

All minist.les r 0c%

PErastatal Tmnsfe!x

Total
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\^T,DNESDAY. JLNE 6. 2OI2 IN THE COMMITTEE ROOM. FIFTH FLOOR.

Elias Mbau. M.P - Chairman
AIfred Sambu, M.P
Martin Ogindo, M.P
John Mbadi, M.P
Nelson Gaichuhie, M.P
Nemes5.us Warugongo, M.P
Danson Mungatana, M.P
John Mututho, M.P - Chairman, Agriculture, Livestock and Cooperatives
Adan Keynan, M.P - Chairman, Defense and Foreign Relations
Ekwe Ethuro, M.P - Chairman, CDF (CFC) Committee
David Were, M.P - Chairman, Transpon, Public \\torks and Housing
Chris Okemo, M.P - Chairman, Finance, Planning and Trade
Shakeel Shabbir, M.P - Member, Finance, Plarning and Trade

1) Hon.

2) Hon.

3) Hon.

4) Hon.

5) Hon.

6) Hon.

7) Hon.

8) Hon.

9) Hon.

l0) Hon.

11)Hon.
l2) Hon.
l3)Hon.

Min 1l l/2012: Preliminaries

The meeting was called to order at 10.30 am and started with a word of prayer fiom a member of
staff. The chairman welcomed members to the meeting and proceeded ro the agenda of the day.

\{in I 1212012: Confirmation of Previous Meetins Minutes

Members went though the minutes of the following sittings and adopted them as a true record of
the comminee's deliberations :

r The llTth Sitting Minutes held on 4s June 2012 ar 2.30 pm. The minutes were proposed
b1 Hon. Danson \4ungatana and seconded b1 Hon. AIfred Sambu.

. The l l8th Sitting Minutes held on 46 June 2012 ar 4.30 pm. The minutes were proposed
b1 Hon. David Were aad seconded by Hon. Adan Keynan.

. The l l9th Sitting Minutes held on 5th June 2012 ar 10.00 am. The minutes were proposed
by Hon. Nelson Gaichuhie and seconded by Hon. David Were.

\Iin I I /2012: \{atters Aris n

Min 109/2012 (the 119th sitting minutes) - Meeting v'ith the Minister of Finance

Public Debt: members expressed dissatisfaction with the explanation given by the Minister
of Finance on public debt levels. According to the Budget Committee. the level of debr is
raising to Lursustainable levels, Traditionalll. the countn' has relied on the IMF as the

1

MINUTES OF THE 12OTH SITTI\_G OF THE BI-DGET COMMITTEE IIELD O\-

CONTINENTAL HOUSE AT 1().O().AM

PRESENT



Min 114/2012: Refinins the C)utstandins Issue :Lor -AdoDliqLrntp the 2012/13 Budeet
Reporl

Members were informed that the pending issues from the Departrnental Committee on Defense

and Foreign Relations report on budget estimates u,hich had been deferred to allow for more

discussion had now been finalized and incorporated into the report as follou's:

iI

Kshs. 688 million to the Ministry of Defense for the construction of housing units for
10,000 Junior Officers
Kshs. 440 million to the Minisul, of Foreign Affairs for the purchase of Chancery'

building in Kampala

Kshs. 150 million to the Ministrv of Foreisr Affairs for the establishment of mission in

Juba, South Sudan

Re-allocate frrnds under Mission in Dublin, Ireland for opening a new consulate in
Jeddah, Saudi Arabia
Members were however hformed that it was not possible to allocate firnds to cater for
sen'ice allcwance to staff in embassies. This is because the staff intermingled with others

under ministry of trade therefore the committee ma)'no1 be able to allocate this amounl to

ministry as it may amount to preferential treatmenl.

111

lY

The inclusion of the aforementioned issues into the Budget Committee Report was proposed b1

Hon. Ekwe Ethuro and adopted bl,members for inclusion in the Budget repon.

Min 1 l5/2012: Adiournment

There being no other business, the meeting r.r'as adjoumed at 12.30 pm.

CH.4.IR\[A\

SIGNATURE

D.{TE C o 2a/?_

2

authoritv on debt sustainabilin' and the-v have placed a target of 420/o on rhe public debt to

GDP ratio 420/o. It was pointed out that available data indicates that the current debt ievels

actually amount to 51.8% of GDP (Debt amounts to1.58 trillion agahst GDP of 3.02 trillion).

t,



MINUTE OF HE 11 'h SITTI OF TH BUD ET \T1[IT EE
HELD ON TUESDAY. JUNE 5. 20l-2 IN THE C MMITTEE ROoM.
FIFTH FLOO R. CONTINENTAL HOUSE. PARLIA\{ENT BUILDINGS

PRESENT
1. Hon. Elias Mbau, M.P - Chairman
2. Hon. Alfred Sambu, M.P
3. Hon. Martin Og.indo, M.p
4. Hon. Moses Lessonet, M.p
5. Hon. Emi.lio Kathuri, M.p
6. Hon. John Mbadi, M.P
7. Hon. Danson Mungatana, M.p
8. Hon. Abdui Bahari, M.P
9. Hon. Jackson Kiptanui, X{.p
10. Hon. Nelson Gaichuhie, M.p
11.Hon. Sheikh Mohammad Dor, M.p
12. Hon. John l\{ututho, M.P - Chairman, Agri., Livestock and Cooperatives
13. Hon. Dar,'id Koech, M.P - chairman, Education, Research and rechnology
14.Hon. Chris Okemo, M.P - Chairman, Finance, planning and Trade
15.Hon. Fred Kapondi, M.P - chairman, Ad.ministration and National securit'
16.Hon. David Ngug, M.P - Chairman, Locai Authorities
17. Hon' James Rege, M.P - chairman, Energ5.. Information and communication
18.Hon. Thomas Mu'adeghu, M.P - Chairman, IAF-A.C
19.Hon. David S'ere, M.P - Charrman, Transport, public \{rorks and Housing
20.Hon. Isaac Muoki, M.P - \,'ice-chairman, Transport. public \\'orks & Housing
21. Hon. Adan Ke5'nan, M.P - Chairman, Defense and Foreign Relations
22.Hon. Shakeel Shabbir, X{.P - Finance, planning and Trade
23. Hon. \\/alter Nyambati, M.P - Transport. public s orks & Housing committee

In Attendance:

1. \{s. Phyliis X{akau
2. \{r. Martin \{as:.nde
3. Mr. Fredrick Muthengi
4. Mr. Mq'aniki Gichohi
5. \4r. Gilbert Kipkirui
6. Ms. l\{illicent Ojiambo

Director, Parliamentary Budget Office
Parliamentary Budget Office
Parliamentarl' Budget Offi ce

Parliamentary Budget Office
Parliamentary Budget Office
Parliamentary Budget Office
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\[IN 107/2012: Pr e lirni nari e s

The meeting was called to order at 10:35 am. The Chairman commended
members who participated in the previous meeting u'hich adjourned iate in
the evening. The chairman made a recap on the progress made in adopting
the Budget 2012173 Report. He also briefed the meeting on the resolutions
agreed upon with the Speaker in regard to handling the recommendations by
the Departmental Committee on Defence and Foreign Relations. Members
u,ere informed that it had been agreed that the Departmental Committee on
Defence and Foreign Relations invrtes NSIS to discuss the agency's 2olzll}
budget in the course of the day. An5, resolutions of the Departmental
Committee would then be included in the Report after it has provided.
audience to the NSIS whose budget had been proposed for reduction.

\[IN 10 8/2072: Adootion of the Budset 2012/13 Report

Members resumed deli.berations on the Draft Budget Committee Report on
the Estimates of Revenue and Expenditure for 2072173. The discussions and
adoption of the Report progressed as folloq's:

. Proposed Adjustments and Reallocations in the 20l2llT Budget -
Paragraphs 43 - 45 Adopted as presented

' Expenditure Adjustments - Parag:aphs 46-49: Adopted as presented
. Expenditure Adjustments under Recurrent Expenditure - Paragraph

50: It'*'as noted that agencies had been exempted from cuts on specific
items that the Committee felt ke5' to the operations of the agencS- and
members u'ere in agreement with the proposals. The section shall be
amended based on the expected report foom the Departmental
Committee on Defence and Foreign Relations.

' Expenditure Adjustments under Development Expenditure
Paragraphs 5l to 52: Adopted as presented

. Expendi.ture Increments - Paragraph 53 to b4: Members were informed
that resources realized cou-id not cater for some of the proposals. Ke5-
projects/programs that could not be carered for in the 20l2llg estimares
had been appended to the report for consideration if additional funds
are realized. The meeting then adopted the proposals as presented

2



E:,penditure B.eallocations - Paragraph 55: Adopted as presenteti
Specific Aliocations hased rrn the projects proposed during the Public
Hearings- Paragraphs 56 to 5?: Adopted as presented
Key areas requiring immediate funding - Paragraph 58: Members
agreed that additional resources for specific agriculture programs be
added to the list. The paragraph was adopted as presenteci with the
amendment.
At this point the meeting was adjourned for membels to interact r,r'ith
the l\{inis'uer for Finance.

In their deliberations vvith the Minister of Finance, members raised the
following concerns:

1. Payrnent of dues to former EAC employees

Membels noted that former employees of the East A-frican Community have
not been paid their pension and sought assurance frorn the: MLris,ter that
these former E-A.C employees q'ould recei.ve payment of dues. The minister:
concurred that it is true that lhe funds allocated for pension did not cater foi
some of the former East Africa,n Ccn-,munity employees. Hovvever, he gave a.n

assllrance th.at rhest: wou-ld be taken care of.

2, State of infrastructure in Northern Kenya

\{embers poi.ntecl out that Northe:.n Kenya }ras poor road irrfi.ast:.ncture and
tl:Lis has rendered it i.naccessibie and tindcrdev eioped. IndoeC otlrer than 1,3b

ku ot' road bei.ng euhanced, noth.ing.else has been achieved. Furt}iern-,ore, rrr

addless the issue of '* atel scarclty in the rc,gicn, r,he g.:vt-'rnmcnt, has adopied
water tankc..:r'ing as a. means of delivering watol in the i'egion. Hov,'evel, this
is not sustainahle il the long nrn aid there is need for more compr'ehensivt:
and iong lasting measures tc, be undertaken to address tbe problem. The
minisrer noted the concerns and informed membet.s that the -r-frican
Development Bank wiII finance the remaining int'rastructure in Nor"thern
Kenl'a among other projects meant, to enhance the lives of the people of
Northern Kenl'a including u'ater prcrtsion. The loan egl'eement betq,een the
African Development Bank and the government of Kenya q.i,Il car,er fcr this.

a

I
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3, Public Debt and revenue underperformance

Members noted that in terms of public debt to GDP ratio, the country is not
doing well as this ratio has consistently increased u'ith the Treasury shifting
the target from 42% to 45o/o to the current 47o/o. This is a worrying trend.
Furthermore, public debt has increased on account of maturity of Treasury
Bonds. How does TreasurSr intend to manage debt? It was pointed out that
the country should cease payment of 'ghost projects' such as KENREN in
order to manage public debt. This is worsened by the fact that the Kenya
Revenue Authority has not been abie to meet its targets. The minister
pointed out that Treasury is targeting to bring the debt to GDP rario to 47Vo

and have put in place a self imposed rule ofnot exceeding 50%. The structure
of Ken5'a's debt is also commendable; standitg at 50o/c,, local debt and 50%

external debt. A11 details on public debt are avai-Iable. Members hou'ever
questioned the prudence of 50o/o external debt and 50% internal debt. noting
that it would be better to externalize debt. The minister pointed out that the
syndicated loan was a way of externalizing debt and reiterated that Debt to
GDP ratio is comfortable until it exceeds -o0o/o of debt. \\rith regard to ghost
projects, the minister noted that if country' had committed itseif, it has to
repay external loans.

4. Food Security

\.[embers sought to knovr vr,hat measures the Treasur-r, is undertaking to
mitigate food insecurit5,; noting that the biggest threat to agriculture is
cartels; with only four families controlling 80o/o of Unga industry, sugar and
rice i.mportation.

The minister pointed out that the country should not import lr'hat it can
adequateiy produce such as sugar and maize. The problem of food insecurity
is worsened b5, the fact that the crops are not grown in areas where thel,
would thrive most. In this regard. the government will endeavor to ensure
that crops are grolr:n in areas rx'here thel'are most li.Lely to I'ield a greater
harvest.

Funds have already been set aside for drought mitigation and Kshs 2.5
billion has been allocated for the purchase of maize. However. the minister
pointed out that maize is available locally- but farmers have refused to sell as

4



they are waiting for maize prices to go up. The minister noted n'ith concern
that one hybrid grown in the most productive regions of the country such as
Uasin Gishu had been plagued b}, a rare disease. This is a risk to food
security in the country. s/ith regard to cartels, the mi.nister noted that the
competition authority would be directed to look into the matter.

5. Challenges in the macroeconornic environment

Given the challenges in the macroeconomic environment such as
developments in the bond market and pressure on the shilhng, members
sought clarification on the status of the fiscal framework. The mrnister noted
that in Ma1', the shilling usuall5' comes under pressure due to remittance of
di'idends to non-resident shareholders. This explains the current pressure on
the shilling. However, this is a temporarl. phenomenon as all other
fundamentals are oka5,. However, there is a growing concern on the countr5.,,s
current account deficit which appears to be vr.idening on account of a huge
import bil]. The minister noted that the only goods the countr), should import
are fuel and capital machinery q,hile the rest can be produced locally. In this
regard, there is need for a strategy on how to reduce imports or expand
exports.

6. Delays in releasing Free Primary Education/ Free Day
Secondar5, Education funds

In the budget for the \{inistry of Education, clarification was sought by
members on the delays in releasing the Free Primary Educationi Free Day
Secondary Education funds as the delay is affecting schools performance. It is
important for the government to ensure that all children have access to
education as the gap between the rich and the poor is widening due to 1ack of
education. In this regard, there is need for clarification on the exact cause of
the dela5' in releasing the FPE/FDSE funds. The Minister pointed out that
there is mismatch between financial year and academic year, and this has
brought about the delay in releasing funds. Furthermore, the \{inistry of
Education erroneousl5, omitted the FPE/FDSE budget for second. term in the
supplementarl, budget and also dela5,ed in prepari.ng schedules for the
release of funds. However, Treasury is currently working on a solution to the
matter.

5



7. Recruitment of
teachers

teachers/pa5'ment of pension for retired

The country is stir e:'periencing shortage of teachers despite recruitment of
enough teachers being one of the targets under \rision 2030. Furthermore,
there is no provision for the payment of pension for retired teachers. The
minister noted that government recognizes the need for equity in education
and as such, the government has set aside funds for the recruitment of 10,000
teachers every year. Currently, it i.s not possible to recruit 40,OOO teachers as
was the target as there are other needs that need to also be met. Early
Childhood Education (ECD) has also been factored into the budget (1.6
billion) and retired teachers have been ailocated 3.3 billion in the budget.

8, Preparedness for Devolution

It has not been possible to trace funds set aside for county infrastructure in
the budget. The mi.nister noted that Kshs 148 billion had been set aside in
the budget for county governments but r:r.as under the various ministries.
Furthermore, Kshs. 3 bilh.on has been set aside for constitutional reforms.
Members also sought clarification on how debts accrued by local authorities
q'ould be handled: noting that these should not be inherited b5' count5.
governments. The Minister took note and stated that the Transition
authority would be directed to look into the matter. He further stated that
the Treasurf is adequateiy prepared for devolution and is already traini.ng
count]. treasuries to handle public funds at county level.

9. Programme Based Budgeting

Members sought to know n'hy the \{inistry of Finance delayed in preparing
the budget on programme basis. The minister noted that currentll-, budgeting
is incremental but that Programme Based Budgeting will be implemented in
the next budget.

The Comrnittee also
issu e s;

requested for clarification on the follo*'ing

1. What measures the Minister has in place to ensure the food securit5' of
the country

6



2. What plans were in place to control the government borrowing and

deficitinordertoreducetherisingallocationstotheConsolidated
Funds Services

3. The reason for the change of the format of the Estimates from the

previous financial Years

4'Whysomeministriesd'id.nothavepror't.sionfordevolutionintheir
budgets.

5. trIhat the government had in place to ensure the terminal benefits for

the previous rn'orkers of the East African Community were catered for

The minister gave the follou'ing responses:

1. There was a change in format of accounts to reflect erpenditure by

geographicallocationandthereforeitcannottatlS'u'iththeformer
records and this rn'as the reason for

2. A previously scheduled debate on the Public Financial Management

Bi]I, 2012 on the floor of the House did not raise quorum which had

resulted in such debate being postponed' As a result, Members

imploredtheMinistertore-introd'ucetheBillontheflooroftheHouse
on TuesdaY, 12th ofJune, 2012

3 The National Oi1 Corporation of Ken;'a is an important institution that

requiresfund.ingbutdidnotreceivesubstantia]amountsfromthe
government.Thisisbecausetheinstitutionisperceivedtohavethe
capacitytoincurandserviceitsowndebteitherinternallyorexternallS'
and.canthereforeraiseitso*.nfundsforitsoperations.Theministryis
therefore able to allocate resources to other more needy government

agencies.

4.TreasuryhadbeeninconsuitationswiththeAfricandevelopmentBank
toconstructkeyinfrastructureprojectsi'nthecountry.Therewerealso
a Kshs.394 million Kitty allocated for the repair of the road

infrastructure damaged by the recent rains across the country

5. Food security had been compromised by a disease that was targeting

thehighyieidr,arietyofmaize(I{6-14)andthereq'asurgentneedto
examinethesourceofthisanddesignanappropriatesolutj'on.

6. Currently, the performance of VAT has been a disappointment but the

ministry is in the process of carrying out significant tax reforms

especiallyonVATtoenhancerevenuecol]ection.TheMinistryisalso
7



partnering with energy and water sen'ice providers to establish

buiidings that are business premises in a bid to bring property owners

into the tax net. The Mi.nistr-v is also targeting SMEs who currently do

not pay taxes. It is erpected that once these are brought into the net'

the Kenya Revenue Authority will be able to meet its revenue target'

7. The minister noted that currently' the ratio of recurrent to

development stands at two'third's to one'third of the total budget'

However, the Treasury is targecing a 50/50 ratio to enhance

sustainability of the bud'get' Furthermore' in a bid to ensure that

county governments utilize their funds for development purposes as

opposed to simply generating emplo5'ment' the Treasury will seek to

put a cap on personnel costs and ensure the5'don't exceed 25%'

The Minister for Finance noted' that the security of the country is important

giventhatthecountryiscurrentlyfacingsecuritythreats.Assuch,securit5'
Irguo. such as the NSIS require add-itional funds. The funds allocated to the

NSIS, Kshs. I3'4 billion q'ere actually a bare minimum'

The Minister further informed members that will read his budget statement

on Thursdal', 14th June 2012'

Min 110/20 12: Adjournment

There being no other business, the meeting u'as adjourned at 2 30 p'm'

CHAIR\LA.N:
S GNATURE

OL 0 I Zo /2-
DATE
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PRE ENT
1. Hon. Elias Mbau, M.P - Chairperson

2. Hon. Alfred Sambu, M.P

3. Hon. Martin Oelndo, M.P
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\{IN 104/2012: Prelirninar les

The meeting rn,as called to order at 6:00 pm. The meeting was a subsequent to

one held an earlier in the daY.

1 0 5/20 12: Adoption of the Budset 201 2/13 Report

Members resumed deliberations on the Draft Budget Committee Report on

the Estimates of Revenue and Expenditure for 2ol2ll3. The discussions and

adoption ofthe Report progressed as follou's:
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ProposedAdjustmentsandReallocationsinthe2012/13Budget_
Paragraph 43: The Chairperson of Departmental Committee on

Defense and Foreign Relations raised concern that issues forwarded by

the Departmental Committee and agreed during the retreat were

missing in the draft Report. It was noted that the Departmental

Committee had proposed. reduction of NSIS budget, which were to be

reaLiocated to other agencies under the pun'iew of the Departmental

Committee. He emphasized that there q'as need for the Budget

Committee Report to reflect recommendations by Departmental

Committees, as per the Constitution and Standing Orders'

In his response, the Chairperson Budget Committee e>'plained that

areas that the Departmental Committee had proposed for additional

funding had been catered for using savings from other areas' He noted

that the proposed amendment on the NSIS budget had been put in

abeyance since the agency had written to the Clerk explaining that

they had not been given audience by the Departmental Committee'

After lengthl' deliberations q'ith members giving their concerns and

proposa). on the issues, it r,'as agreed that the Chairpersons of the

Budget Committee and the Departmental Committee on Defense and

ForeignRelationsandtheirViceChairpersonsseekaudiencewiththe
Speaker on how to progress with the specific recommendation of the

Departmental Committee.

t{IN 106/2012: Ad iournment

5!h June, 2Ol2 at a venue to be mmunicated.

The meeting rn'as adjourned at ?:50 pm' \{embers were reminded of a

meeting with \{inisrer for Finance scheiiuled for the following day Tuesday.

SIG ATURE
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X{INUT SOF THE 117t1 ITTIN F THE BU GET CO ITTEE
H LD NM NDAY JUN 4 2072 IN HE \{}[I TE RO M
F URT F o R TINEN AI HOU AR ENT
BUILDIN GS AT 2:30 P.M

PRESENT
1. Hon. Elias N{bau, M.P - Chairperson
2. Hon. AIfred Sambu, M.p
3. Hon. John Mbadi, M.P
4. Hon. Martin Ogindo
5. Hon. Danson Mungatana, M.p
6. Hon. Abdul Bahari, \{.P
7. Hon. Emilio Kathuri, M.p
8. Hon. Muta'a Musyimi, M.p " Chairman, Land.s & Natural Resources
9. Hon. David were, M.P - chairman, Transport, public works & Housing
10' Hon. John Mututho, M.p chairman, Agriculture & Livestock

Cooperatives
11. Hon. Adan Keynan, M.p - Chairman, Defense & Foreign Relations
12. Hon. Hussein Abdikadir, M.p - Chairman. CIOC
13. Hon. I{joroge Baiya, M.p - Justice & Legal. Affairs Commirtee

In Attendance:

1. J\{s. Ph5,Ilis Makau
2. \{r. \[artin \{asinde
3. \{r. Fredrick Muthengr
4. Mr. Mwaniki Gichohi
5. Mr. Gilbert Kipkirui

Director, Parliamentar5' Budget Offrce
Parliam entar5, Bud get Offi ce

Parliamentary Budget Office
Parliamentary Budget Offi ce

Parliamentar5, Budget Offrce

MIN 100/20 12: Pre limina Ies

The meeting v'as called to order at 2:4i pm. The meeting started 
'r,ith a word

of prayer from a member of staff. The chairman wercomed members and
appreciated the high turn out during the retreat to prepare the commrrtee
Report. He also commended the Departmental commirtees for the

1



cooperation they had accorded the Committee noting that the progress made
was a result of combined efforts of all members.

MIN 101/2012: Confirmation of Minutes o f the Previous Meetings

The meeting went through the Mi"nutes of the follovri.ng Sittings held in
Simba Lodge, Naivasha:

. The 115th Sitting Minutes (X{orning Sitting) heid on 28th May, ZO72,
proposed by Hon. John Mbadi, M.P, seconded by Hon. John Mututho.
M.P

. The 115th Sitting Minutes (Afternoon Sitting) held on 28th May. 2012.
Proposed b5, Hon. Adan Ke5'14n, M.P and seconded by Hon. Emilio
Kathuri. M.P

. The 116th Sitting Minutes held on 29* May,2012, proposed by Hon.
Emilio Kathuri, M.P and Hon. Alfred Sambu, M.P

Members made some amendments on the minutes and adopted as true record
of the Committee's deliberations.

N 102/2012: A tion of the Bud et 20L217 R

The Draft Budget Committee Report on the Estimates of Revenue and
Expenditure for 2072113 r,r'as ci.rcuiared to members and Chairperson took the
members through the document. The discussions and adoption of the Report
progressed as follows:

Background: Adopted as presented
Examination of the Estimates of Revenue and Expenditure: Adopted as
presented
Acknou'ledgement: Adopted as presented
Linking the 2072113 Budget and the 2012 Budget Poiicy Sratement -
Paragraphs 1to 14: Adopted as presented
Key Priority areas for the 2012113 Budget - Paragraphs 15 to 21:
Adopted as presented
Provrsion of Basic Socia-I Services - Paragraphs 22 to 32: Adopted as
presented

Utilization of External Funding - Paragraphs 33 to 35: members rx'ere

concerned on the utilization of borrowed funds especially loans since it
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contributes to debt non-sustainabilitl.. It rl'as thus agreed that \{inister
for Finance should provide clarifications on the debt levels of
government. The Paragraphs were then adopted as presented..
State corporations - Paragraphs 86 to 37: Members observed that
some state corporations were providing essential services q'ithout
making profits and thus should be exempted frc-rm the proposecl 4%
reduction on grants to state corporations under recurrent expend.iture
and 25020 on development expenditures. It u,as agreecl that sta.te
corporations related to pror"isiou of water, roads, electricity, health,
agriculture, education, and Regional Authorities be exempted fror. the
proposed expenditure adiustments. The paragraphs were then aclopted
with the amendments.
Preparedness for Devolution - Paragraphs 38 to 41: Members *el'e
concerned that there $,ere inaoequate resour.ces set asid.e fol, setting of
county inflastructure. It q'as then agr.eed that resoulrces be set aside
under \tliuistry of Finance fcr purposes of r:reating infru structure for
counties. The, palagraph was adopt.ed rvith amendment.
Recorrrn errCations: Paragraph 42: It ,r,as observed lhat the pr.,iicv
I?r'cscripitio;rs *,ere broa d policy issues that ihe c)omm;tt,ee felt couj rl
help in propelJ.ing economic gro*'th and ens.r'ing equitv in th-e counl:r,r'.
The paragraph was adopted as presented.

Jl2At2: Adi ournment

The meeting was adjoulned at i:bO pm. Merobersi \{)ere reminderl that the
meetrag was scheduled to resrrme after 1O minu,;es.

CHAIR}LAN:
SIGNATURE

DATE: pl, 2n 2.-



MINUTES OF THE Il6TH SITTIN OF THE BUD ET COMMITTEE
HELD ON 29 MAY 2012IN SIMBA LODCE NAIVASH.{.{T 8.OO A.M

Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

PRESENT
Elias Mbau, M.P - Chairperson
Alfred Sambu, M.P
Nelson Gaichuhie, M.P
Martin Ogindo, M.P
John Mbadi, M.P
Moses Lessonet, M.P
Emilio Kathuri, M.P
Jackson Kiptanui, M.P
John Murutho, M.P - Chairperson, Agri., Livestock and Cooperatives
Fred Kapondi, M.P - Chairperson, Administration & National Security
David Ngugi, M.P - Chairperson, Local Authorities
Adan Keynan, M.P- Chairperson, Defense and Foreign Relations
Thomas Mwadeghu, M.P - Chairperson, LAIAC
Isaac Muoki, M.P - Transport and Public Works Committee
George Nyamweya, M.P - Justice and Legal Affairs Committee

IN ATTE\-DAIICE _ PARLIA*MENTARY BUDGET OFFICE
Ms. Phyllis Makau
Mr. Nicodemus Odongo
Mr. Martin Masinde
Mr. Fredrick Muthengi
Ms. Lucy Makara
Mr. Robert Nyaga
Mr. Gichohi Mwaniki
Ms. Millicent Ojiambo
Mr. Benjamin Ng'imor

- Director, Parliamentary Budget Office

- Parliamentary Budget Offrce

- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office

- Parliamentary Budget Office

MI\ 95/2012 : Preliminaries
The chairman called the meeting to order at 8.30 am. The meeting was started
with a word of prayer from a member of staff. The Chairman welcomed
Members and commended their commitment and spirit of accomplishing the
report before them. Given that parliament was sitting that aftemoon, it was
resolved that the Comminee would sit up to midday. The Committee funher
agreed to hold a follow-up meeting the following day to adopt the report for
tabling on or before Thursday 3 1n May 2012.
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MII\i 96/2012: Summarv of Issues from the Deoa rtmental Committees
Members continued with deliberations on the various proposais made by the
Departmental Committees whose concems had not been addressed in the
previous meeting, identifoing priority areas under various ministries. The
following were the deliberations of the Committees' recommendations in the
following order on the second day;

Justice And L al Affairs
lss u es Amou nt

Kshs
n

a

rvinistVT

Ministr.v of
Justice,
National
Cohesion and
Constitutional
Affairs

State Law
Office

Support the electoral programme through civic
education, especially in the electioneering period.

The National Cohesion and Integration Commission
(NCIC) is underfunded and needs requisite funding
especially in the electioneering period to cover the
w'hole coun
Additional funding for attraction, recruitment and
relention of lawyers especially to strengthen civil
litisation department

i The Commission had requested Kshs. 41 .4 billion
I from Treasury

b Ene Communication and Information
!Iin istry Iss u es

Independent
electoral and
boundaries
commission

Ministr,v"
Energy

17.5 Billion
be approved
for net
recurlent
expenditure

Amou nt
Kshs
I Billion

1 Billion

ln

of Reallocation from Kenya Electricity Transmission
Company to National Oil Corporation as Capital
Transfer to Non Financial Public Enterprises to fund
their activities
Reallocation from Geothermal Development
Company to National Oil Corporation as Capital
Transfer to Non Financial Public Enterprises to fund
their activities
Rural Electrification Authoritv for the FY 2012,'13

2
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c Local .A,uthorities
Issues

com letion of conracted markets

installation of urban surveillance television system

Amount
Kshs

n

Nairobi
Metopolitan
Development

500million
I billion

500million

200million

3 00million

205million

street Iighting

metropolitan planning

Ministry

200 millionTransition Authori
250 millionDisaster Mana ement

pending bills arising from on.eoing stalled projects 659million

solid waste management
n

Local
Govemment

purchase of fire fighting vehicles

d) Land and Natural Resources

I Environment
I

Department of mines and geology - purchase of
and Water
Resources

airbome eo h ical e ul ment

Kenya Metrological Department - weather

modification, recruitment of staff, purchase of
satellite disuibution s stem

Ac uisition of land for landless

survev and monument national boundaries

rm lementation of nevv land laws

Forestrv' Kenya wildlife service - increase funding

16.04 billion

954 million

2.7 billion
2.5 billion

SdanL

d
Wildlife

Ministry Amount
Kshs

lnIssues

NEMA - waste management fund, recruit staff,
establish county offices

and resource surveRemote sensin

3
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snM
e

try
Fin ance Plan ni n and Trade

Micro and Small En rise Surr, e

South South Center establishment

on Market and Diversification

Purchase of standard and calibration e ui ment
Forei Sen,ice allou,'ance
International Trade show

KNTC ca acl buiidin
General Administration

Private sector develo ment

Re onal Business Information Centers
Joint Loans Board
E ui ln ol KIBT

I Small business devel ment fu

Intemational trade centre

o erationalization of the tourism act 20 I I

Planning

Trade

Tourism

325million

l94million
,l0million
3 I million
200million

,l0million
5 0million
50million

50Omillion
285million
500million
3 85million

900 million
800 million

Issues lnAmount
Kshs

KII{BS - survev 500million
recruit field officers 200million

l00million
5 8million

200million
Intemational trade fairs and exhibition

rQ4pacity Building and rationalization 40million
Promotion of Export zones 60mil1ion

Vehicles procuement
Equipments 1 0Omi1lion
Regional Business Training Offices 1 00million
Equipping Regional Business Training Offices 1 00million

63 8million
3 5million

Open office space 50rnillion
Equipping regional hubs 225million
International distributi on centers 250million
Expansion ofEPZA 450million

3 I 0million

Tier retail Market
24 l million

Intemational and Domestic Tourism 446million
Beach Tourist Markets I 120million

1.5 billion
Ronald N ala Utalii Colle e 800 million
resort cities

KlCC
Ken a Utalii Colle e

4
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tndustrializatio
n

Salaries and
Remuneration
Commission

Bomas of Ken a

Pro ect under vision 2030

Revival of an mills
Constituency industrial Development and SME
Industrial

Promotion of industrial oducts
Business f,inancing for MSME-industrial
devel ent bank

I Business Financin for MSME's .I.E

200 million
L5 billion
300million

6T8million
l52million
l6 billion

I .1 7 billion
500million

I I .5 million
lnsurance costs lOmiliion

Recruitment of technical staff

Fundin of Anri counterfeit A en

other operating expenses - job evaluation
tralnlnq expense

hos italitv I lmillion
rlnun sen,lces ' 5million

The committee identified specific prioriry areas among the issues raised by the
various depanmental committees.

MIN 9712012: Summarv of Issues from Public Hearings. Emails and
memoranda
Members went through t}re issues arising from public hearings and identified
key priority areas for resource allocation in each of the public hearing centres. In
addition, they went through the various written submissions that had been
presented to the committee through Emails and memoranda; and identified
various priority areas.

MIN 98/2012: Proposed Austeri t!' Measu res
A few areas were identified in the 2012113 budget as constituting non-core
expendinrre and which if reduced, could generate significant resources for re-
ailocation into other areas of higher prioriry.
These include;

1) Foreign Travel and Subsistence, and Other Transportation Costs b,".- 50
percent in all ministries, Judiciary and Parliament;

2) Communication supplies and services by 10 percent in all ministries,
Judiciary and Parliament;

3) Domestic Travel and Subsistence. and Other Transponation Costs" by
30 percent in all ministries Judiciary, and Parliament;

5
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4) "Printing, Advertising and Information Supplies and Services" by 30
percent in all ministries, Judiciary and Parliament, with the exception
of lodependent Electoral and Boundaries Commission and Ministry of
Lands;

5) "Hospitality Supplies and Services" by 30 percent in all ministries,
government agencies, Judiciary and Parliament with exception of:
Ministry of Tourism, State House, Office of PM, and Ministry of
Lands (this item is for Land boards and Land Tribunais);

6) "Fuel Oil and Lubricants" in ali ministries, Judiciary and Parliament by
20% with exception of: Ministry of Roads, Ministry of Energy,
Ministry of State for Defense, and Ministry of State for Provincial
Administration and lntemal Securiry;

7) "Other Operating Expenses" by 20 percent in all ministries, Judiciary
and Pariiament, and by 30 percent in Ministry of Finance, with
exception of contracted services and legal fees;

8) "Routine Maintenance - Vehicles and Other Transport Equipment" by
20 percenr in all ministries, Judiciary and Parliament with the
exception of: Ministry of Roads, Ministry of Energy, Ministry of
Public Works, Ministry of State for Defense, and Ministriv of State for
Provincial Administrarion and lntemal Securiry;

9) "Purchase of Vehicles and Other Transport Equipment" by 50 percent
all ministries, govemment agencies, and Judiciary with the exception
of Ministry of Medical Services, Independent Electoral and Boundaries
Commission (IEBC) and Ministry of State for Provincial
Administration and Intemal Security;

10) "Purchase of Office Furniture and General Equipment" by 20 percent
in ail ministries, government agencies, and Judiciary;

11) "Research, Feasibility Srudies, Project Preparation and Design, Project
Supervision" by 100 percent in all ministries and govemment agencies.
This item appears in aimost all ministries and is often abused;

12) Expenditure under "Poverry Eradication Commission" by 88 percent
under the Ministry of Planning and National Development;

13) Reduce by 4 percent all "current grants to government agencies" with
the exception of those under Ministry of Health, Ministry of Education,
Ministry of Roads, Ministry of Energy.

In addition, in order to ensure that all priority areas receive some amount oF
resource allocation, it was suggested that some development expendirure be also
considered for possible reductions. The Budget Office to suffice the list.
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MI\ 99/2012: Adiournment
There being no otler business, the meeting was adjoumed at 2.00 pm to pave
way for members to travel back for parliamentary session that afternoon.

CHAIRVl-{lri
SI N.{TURE

o6 o/ 2a/L
DATE

7
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MI E OF THE 1I5TH AFTER\,JOON SITTING OF THE B GET
COMMITTEE HELD I}* SL\TBA LODGE \AIVASHA ON 28 MAY 2012

PRESENT
Elias Mbau, M.P
Alfred Sambu, M.P
Jackson Kiptanui, M.P
Martin Ogindo, M.P
John Mbadi, M.P
Nelson Gaichuhie, M.P
Emilio Kathuri, M.P
Moses Lessonet, M.P
John Mututho, M.P - Chairperson, Agri. Livestock and Cooperatives
Fred Kapondi, M.P - Chairperson, Admin. & National Securiry
Adan Keynan, M.P - Chairperson, Defence and Foreign Relations
David Koech, M.P - Chairperson, Education, Research & Technology
Isaac Muoki, M.P - Transport, Public Works and Housing Commiftee
Thomas Mwadeghu, M.P {hairperson, Local Auth. & Fund Accounts
(Dr). Robert Monda, M.P - Chairperson, Health Comminee
Ekwe Ethuro, M.P - Chairman CDF (CFC) commiuee
George Nyamweya, M.P - Jusrice and Legal Affairs Committee
David Ngugi, M.P - Chairperson, Local Authorities
Julius Kones, M.P - Public Accounts Committee

IN ATTENDANCE _ PARLIAMENTARY BUDGET OFFICE

i. Hon.
2. Hon.
3. Hon.
4. Hon.
5. Hon.
6. Hon.
7. Hon.
8. Hon.
9. Hon.
10.Hon.
1LHon.
12.Hon.
13.Hon.
14.Hon.
15.Hon.
16.Hon.
17.Hon.
18.Hon.
l9.Hon.

1. Ms.
2. Mr.
3. Mr.
4. Nft.
5. Ms.
6. Mr.
7. Mr.
8. Ms.
9. Mr.

Phyllis Makau
Nicodemus Odongo
Martin Masinde
Fredrick Muthengi
Lucy Makara
Roben Nyaga
Gichohi Mra,aniki
Millicent Ojiambo
Benjamin Ng'imor

- Director, Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office
- Parliamentary Budget Office

- Pariiamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

MIN: 9212012 : Preliminaries
The meeting was called to order at 2.30pm and started with a word of prayer from
a member of staff. The chairman thanked Members and welcomed new members
who joined the meeting after lunch hour, noting the importance of consideration of
the v ari ous Departmental Committee s' Recommendations.
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MIN 93/2012: Summarv of Issues from the Denartmental Committees

The various Departrnental committees' recommendations were circulated and
discussed at length. Members deliberated at key issues proposed by the various
Departmental Committees for additional resource allocation. However, given
resource constraints, the Committee sought to identifu the key priority areas within
line ministries according ro the Departmental committees. This is to ensure that
resources are optimally allocated among the competing needs.

The issues/concems raised by the various departmental commiftees are as follows:

I Health Committee

Procurement of cervical and breast cancer screening
equipment health centres and dispensaries through the
country;

Absorption of the existing health workers contracted
through the ESP and engagement of a further ten nurses
per constituency for the operationalisation of CDF
dispensaries

Recruitment of more Health workers to meet the staff
shortage in the hospitals

Purchase of specialized equipments for regional
referral Hospitals

Procurement of 58 ambulances at Ksh.6 million, for
each county and the eleven ( 1 1) Health facilities.

Amount
Kshs

400 million

300 million

350 million

683 million

485 million

320 million

tn

Public Health
And
Sanitation

Ministry
Medical
Services

of

capitation of KEMSA to meet the drugs shortage in the 500 Million

2

Ministry Iss u es

Additional ambulances for the
constituencies for model health centres

remalmng 300 million

For Maintenance of Health Centres 214 million
vaccinations to curb the ongoing measles outbreak
countrwvide

To cater for the installation of off-grid solar power
water system (purnps) in Health Facilities in the
country

200 million

Kenva

I

I



5. Mr. G. Kipkirui, Fiscal Analyst, Parliamentary Budget Office
6. Ms. Millicent Ojiambo , Fiscal Analyst, Parliamentary Budget Office
7. Mr. E. Kanyi, Junior Fellow, Parliamentary Budget Office
8. Ivft. L. Wandaka, Junior Fellow , Parliamentary Budget Office

AGENDA
1 . Preliminaries / Confirmation of Agenda
2. Presentation of the Judiciary Estimates of Expenditure for

20t2/2013
3. Any Other Business

Min 59/2012 : Preliminaries

The meeting was called to order at 11:55 am with introductions by the Chairman,
members of the budget comminee, the parliamentary budget office staff and the
judic iary team present.

The Committee had suspended its business for the day so as to give the Judicial
Service Commission an opportunity to present their estimates of expenditure for
tlre financial yer 2012/2013 as required by Article 221 of the Kenyan
Constitution. The Judicial Service Commission had already made a presenrarion ro
the Deparnnental Committee on Justice and Legal Affairs at an earlier date.

Min 60/2012: Presentation of the Judiciarv Budget Estimates

The Chief Registrar of the Judiciary made a presentation to the members of the
budget committee on the Judiciary proposed budget estimates 201212013. The key
highlights of the presentation included;

r The Judiciary had a history of being underfunded and understaffed. This was
partly the reason for the backlog of cases currently being witnessed in the
courts.

The budget estimates for the financial year 2012/2013 were Kshs. 16.8
billion, of which Kshs .13.9 billion was recurrent expenditure and Kshs.2.9
billion was development expenditure.

The Judiciary was hiring more judicial officers hence the increase in
recurrent expendirure.

t
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MINUTES OF THE I1OTH SITTI\G OF THE BLDGET COMMITTEE
HELD oN wEDNEsDey lpzut zsrH 2OI2 IN COMMITTEE ROOM 9
MAIN PARLIAMENT BUILDING AT l1:50 A*M

PRESE\T

l. Hon. Elias Mbau, M.P- Chairperson
2. Hon. Alfred Sambu, M.P
3. Hon. Danson Mungatana, M.P
4. Hon. Abdul Bahari, M.P
5. Hon. Nelson Gaichuhie,M.P
6. Hon. Jackson K. Kiptanui, M.P
7. Hon. David Koech, M.P- Chairman, Education, Research &Technology

Commiftee
8. Hon. David Ngugi M.P- Chairman, Local Authorities Committee
9. Hon. Mithika Linturi M.P - Chairman, Pubiic Accounts Comminee
10.Hon. Ekwe Ethuro, M.P- Chairman,CDF Comminee
1 1.Hon. Njoroge Baiya, M.P- Justice and Legal Affairs Committee
12.Hon. Hussein Abdikadir, M.P - Chairman, Constitution Implementation

Oversight
13.Hon. Adan Keynan, M.P - Chairman, Defense & Foreign Relation

committee

IN ATTENDANCE

THE JUDICIAL SER\,'ICE COMMISSION
1. Hon. Lady Justice, Njoki Ndungu, Supreme Coun Judge
2. Hon. Justice. Dr Smokin Wanjala, Supreme Coun Judge
3. Ms. Gladys Boss Shollei, Chief Registrar of the Judiciary
4. Mr. Duncan Okello, Chief of Staff of the Chief Justice
5. Mr. Dennis Kabaara
6. Mr. Nicholas Okemwa
7. Mr. Wycliff Kianga
8. Mr. P.D.M. Maundu

THE KENYA NATIONAL ASSEMBLY
1. Ms. Phyliis Makau, Director- Parliamentary Budget Office
2. Mr. F. Muthengi, Fiscal Analyst, Parliamentary Budget Office
3. Mr. M. Masinde, Fiscal Analyst, Parliamentary Budget Office
4. Mr. G. Mwaniki, Fiscal Aaalyst, Parliamentary Budget Office
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MIN.68/201 2 : ADJOUR\ME\rT

There being no other business, the meeting was adjourned at 12.40pm.The next
meeting will be held on Tuesday, 8d May at 10am.

CHAIR\,LA.\I

SIGNATURE

a/ ob ?-u/u
DATE
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TEAM LEADERS
Kitaie team Hon. David Koech, M.P

Hon. James Rege, M.P
I Hon Jackson Ki tanui, M.P

Bun oma team Hon. Alfred Sambu, M.P
Nakuru team Hon. Moses Lessonet, M.P

Hon. Nelson Gaichuhie, M.P
Malindi team Hon. Thomas Mwade u. M.P
Nyeri team Hon. Nemesyus Warugongo, M.P

Hon. Erastus Mureithi,M.P
Nyandarua team I Hon. Nemesyus Warugongo,M.P

i Hon. Erastus Mureithi,M.P
Hon. Nelson Gaichuhie, M.P

Members of the remaining teams would be identified in the next meeting and the

above Members would confirm placement before the exercise was embarked upon.

MIN.67l2012: AliY OTHER BLSINESS

The chairman informed Members that there would be another meeting on Tuesday,

8'h May 2Ol2 at 1 Oam to specifically:

/ Confirm the Centers and the Center's team leaders
/ Discuss agenda 4 (a) which was not discussed

The chairman also informed Members that as they would be going out to consult

the public on the Budget, they were expected to collect views from the public on

the CRA revenue allocation formula in order to save on time and resources.

5

The following team leaders for each center were identified and they accepted to

participate.
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outlets and Parliament will seek the support of existing provincial administration to
mobilize the public within their jurisdiction.

Members noted that the stations had been expanded in relation to the 2011/12
budget hearings which they termed as laudable but were concerned on the
distribution and the time aliocated.

Members were of the opinion that the selected centers were not comprehensive and

that one day was not enough to undertake exhaustive discussions yet the exercise is

a constitutional requirement and touches on financial matlers which is a sensitive
issue.

The Chair and the Vice Chair undertook to consuit the Speaker of the National
Assembly to discuss the possibiiity of having an extra day to carry out the exercise.

Members were also concemed about the mode of communication that will be used

to reach out to the public in remote parts of the country. They recalled that from
the previous exercise, the public lamented that they were requested to give their
opinions on a document which was alien to them.

Going forward, Members requested the Budget Office to prepare a small brief on

the Estimates which will be circulated to the public in order to make the process

more fruitful.

The Chair informed members that for the Hearings to have an impact, each center
would need at least 3 Members of Parliament. Members suggested asking the

Speaker to make a communication to Members of Parliament to ascertain the how
many of them would be available for the exercise.

The members approved the proposed centers with amendments. The Centers

agreed on are:

1. Wajir
2. Machakos

3. Meru
4. Nakuru
5. Kitale

6.Nyandarua

T.Nyeri
8.Kericho

9. Kisumu
10. Kisii

i 1. Kakamega

12. Bungoma

13. Lodwar
14. Malindi
15. Nairobi

16. Voi
17. Isioio
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MI\. 64 /2012: CONFIRM.A,TION o PREVIOUS MEETING MINUTES

ln view of time constraints, members agreed to defer confirmation of the previous

meeting minutes to a later date and deal with more substantive mafiers.

MIN. 65/2012: MATTERS ARISUIG

Some members were concemed about the absence of their names from the

previous meeting minutes. The Director apologized on behalf of the staff

responsible and promised that the error will be corrected.

Due to time constraints, the chair suggested that this agenda be postponed to a later

date.

MIN. 66 12012: P LIC HEARI\GS

The Chair invited the Director to give Members a brief of the proposed centers

where public hearings on the 2012l13 Budget would be held.

Members were first informed of the rationale behind the Public Hearing exercise.

They were informed of a proposal to have the hearings take place in at least 17

centers with consultations taking place simultaneousiy on Friday 11n 2012.

The proposed centers were chosen on account of diversiry and wider participation.

Members were informed of the proposai that the hearings take place not later than

14s May 2012 because Committees were required to lay their reports within 21

days of tabling of the Estimates.

The proposed centers were:

1

2

J
i

5

6

Garissa

Wajir
Mombasa

Machakos

Embu

Meru North

7. Nakuru
8. Eldoret
9.Thika
l0.Nyeri
1 1. Kericho
12. Kisumu

12. Kericho
13.Kisumu

14. Kisii
15. Kakamega

16.Lodwar

18. Nairobi

Members were requested to approve the proposed centers and were informed that

once approved, Advertisements meant to inform the public will be put on media

3



AGENDA

1

2

J

4

PreliminariesiConfirmation of Agenda
Confirmation of previous meeting minutes
Matters arising
Agenda

a) Overview of the 2012/13 Budget Estimates
b) Public Hearings

Any Other Business)

!Ir\.63 t2012: P LIMINARIES/CONFIRMATION OF AGENDA

The meeting was called to order at 11.00 am. The Chair welcomed and thanked
members for finding time to anend the meeting and apologized to them for the

change of venue.

The Chair took members through the agenda and it was agreed the meeting

discusses agenda 4(b).

The chair informed members that the Budget Committee report on the BPS was

successfully tabled in t}re House and thanked members for the vital role they
played during the House debates.

The Chair invited the Vice Chair to give remarks on the issue of press conferences
with respect to committee proceedings especially conceming the meeting between
the Committee and Commission on Revenue Allocation.

In his remarks, he requested Members to refrain from public pronouncements that
were not endorsed by the Comminee.

Conceming the CRA formula, members were informed that it was indeed a

sensitive matter tiat ought to be deeply and exhaustively deliberated on before

being adopted.

Members were informed that the Chair would issue a press statement stating that
the Committee is studying the CR,{ proposal and would thereafter provide

comprehensive guidance on tlre issue.

2



MINUTES OF THE lIl.h SITTINC OF THE BUDGET COMMITTEE
HELD ON THURSDAY. 3RD MAY 2012. IN TIIE RESTAUR{N T. 7TH

FLOOR CONTINENTAL HOUSE. PARL IAMENT BUILDI\GS. AT 1O.OO

1. Hon. Elias Mbau, M.P-Chairperson

2. Hon. Alfred Wekesa Sambu, MP

3. Hon. Moses Lessonet, M.P

4. Hon. Nelson Gaichuhie, M.P

5. Hon. Danson Mungatana, M.P

6. Hon. Jackson K. Kiptanui, M.P

7. Hon. Nemesyus Warugongo,M.P

8. Hon. John Mbadi, M.P
9. Hon. Ababu Namwamba, M.P - Justice and Legal affairs Committee

10.Hon. James Rege,M.P - Chairman, Energy, Communication and Information

Commiuee

11.Hon. Ekwe Ethuro, M.P - Chairman, CDF (CFC) Committee

i2.Hon. Thomas Mwadeghu - Chairman, Local Authorities and Funds

Accounts Committee

13.Hon. David Koech, M.P - Chairman, Education, Research and Technology

Committee

1. Ms Phy'lis Makau -Director, Parliamentary Budget Office

2. N4r. Martin Masinde-Fiscal Aaalyst,

3. Mr. Fredrick Muthengi-Fiscal Analyst

4. Mr.Gilbert Kipkurui-Fiscal Analyst

5. Mr.Gichohi Mwaniki-Fiscal Analyst

6. Mr. Eric Kanyi-Junior Fellow

1
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The Chairman informed members that Speaker wouid make a communication with regard
to this matter in the House that afternoon. The chairman urged members to participate in
the public hearings.

MIN.7212012: ANY OTHER BUSI\ESS

Members were informed that Pariiamentary Cente had organized a workshop on the
Second African Parliamentary Index (API) Assessment of Kenya's parliament
performance ia financial oversight on the Budget. The workshop wiil be held on 1 7s
May, 2012 at a venue to be communicated later once confirmed.

MIN 7312012: ADJOURIiMENT

There being no other business the meetin g was adjoumed at 1.30 p.m.

CHAIR\IAN

SIGN.A.TLRE

o6 ol 7-{2 zDATE
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5. Commission to CBK: Members wanted to know what commission to CBK u,as

for. The Pariiamentary Budget Office informed members that the Commission
was paid to CBK by Treasury for services rendered by CBK on behalf ol treasury

mainly with regard to the issue of govemment securities.

6. Pension to the UK Government: Members noted with great concern why the

Kenyan government paid pension to the LiK government. They were informed
that there existed an agreemenr between the British and Kenya governments at

independence in which the Kenyan govemment would pay the pensions of former
colonial government civil servants. The members were further informed that the

pension was paid through an agent. Members noted that it was unlikelir that the

civil servants who were paid this pension were still alive. The members resolved

that in their budget report on the estimates the Budget Committee makes a

recommendation that a Parliamentary investigation on the pensions to
former colonial civil servants be conducted.

7. Public Pensions: Members raised concem about the level of public pensions

which they noted was unsustainable in the long run. The Committee members
resolved that the Ministry of State for Public Service be summoned to explain
what the government was planning with regard to pensions in the public
sector.

8. Youth and Women Enterprise Funds: Members noted that funds meant for
youth and women channeled through financial intermediaries were inaccessible.

The members resolved that an investigation be conducted to establish how the

financial intermediaries utilized and distributed those funds.
9. Industrial and Youth Polytechnics: Members noted that there was an urgent

need to provide funds for indusuial and yourh polltechnics so as to provide

opponuniries to youth for training.

MIN.71 /2012: PUBLIC HEARII,JGS

Members agreed that the public hearing would be conducted in 17 centres around the

counfy between 1lu - t4h May, 2012. The hearings will be on Friday I ld May. 2012 in
the lollowing centres: Nyeri. Malindi, Kisii, Nakuru, Machakos, Kisumu, Bungoma.
Kericho, and Kitale. The Comminee also agreed that public hearings will be held on

Saturdai, 12'h Ma.r-.. 20 l2 in Isiolo, Wajir, Meru and Kakamega and on Monday l4'h May.
201 2 in Lodwar. Nairobi, Voi and Nyahururu.

5



Project grants axe set to increase by Kshs.8 billion which ts a 17Vo increase over
the last financial year from Kshs.48.2 billion to Kshs.56.2 billion. Programme
grants are also to increase by Kshs.9.2 billion over the same period (18% increase)
from Kshs.47.0 billion to kshs.56.2 billion.
Domestic Debt: There is a high projected ircrement in debt rollover which is
more than double the allocation for the last financial year and is budgeted at
Kshs.170.5 billion in 2012/13 against Kshs.62.3 billion for 2011112.

Over 95Vo of intemal debt redemption and interest payments relates to Treasur).
Bills and Treasury Bonds. Intemal debt redemption is expected to increase by
over l70Vo compared to the 20i 1/12 levels while Extemal Debt Redemption is

projected to increase by about 304. Pension is also projected to increase by about
30%, external interest payments by 28% and internal interest payments by 22o/o.

a

a

Members raised some concerns
concerns included:

about the budget estimates. Some of the

3. Public Debt: Members wished to know the level of public debt in Kenya and
vvhat level was sustainable. They were informed that Kenya had a public debt
level of 52Yo of GDP u,hich was above the recommended international debt
sustainable level of 42o/o of GDP for developing countries. The members were

further informed that Kenva needs to be cautious with regard to its public debt and

measures need to be taken to reduce the debt levels to 42%o of GDP.

4. The Pre-1997 Government Overdraft: Members were concerned about the Pre-
1997 Government Overdraft. However, the Committee was informed that it was a

loan advanced to Treasury by the Centra.l Bank of Kenya. The Members were

further infonned, that outstanding period of loan was 25 years. Members
recommended that the Treasury be summoned to give funher explanations
regarding this overdraft .

4

1 . The External Military Funding: Members wanted to know the amount of
extemal funding the Kenyan Militar,v would receive. They were informed b1, the
budget office that according to Financial Statement 2012/13 the Kenya Military
would receive Kshs.15.7 billion from AMISOM.

2. PBO Revenue Projections: Members wanted to know what the Parliamentary
Budget Office revenue projection for 2012/13 was. They were informed that PBO
had projected Kshs.872.4 billion.



a

a

a

Based on the analysis of economic classification. bulk of the resources (43.6

percent) are poised to go towards transfer and subsidies. They are mostly in form
of grants to parastatals and other levels of Government. On the other hand.

compensation to employees which comes in form of salaries and other benefits

will amount to about 41.1 percent of the recurrent budget. Lastly, use of goods

and services and acquisition of capital will take 13.4 percent and 1.93 percent

respectively.

The Budget Policy Statement which sets out the ceilings for the Annual Estimates

has also not been adhered to as there are sigrrificant differences seen. This raises

the question of whether the BPS is a policy document that the three arms of
govemment respect as basis for the budget.

DEVOLUTION: the Financial Year 20l2l13 will likely experience the advent of
the implementation of the devolved system of govemment which is at the heart of
the stipulations of the Constitution. Funds have been demarcated for devolution
through ministerial budgets but there is however, no specific allocation for the

Countv Assemblies or for provision of basic infrastructure in the Counties and this

may hamper the seamless implementation of devolution. There is also a critical
need to calculate and ascertain the cost of devolved functions and services in order
that the provisions for the counties may match the needs of the respective

devolved units.

Further. Programme budgeting is not yet institutionalized in the Ministerial and

vote-b.,--vote budgets and it is therefore difficult to match the allocations with
expected outputs of the ministry-specific prograrnmes.

Revenue: the government has projected the 2012/13 revenue to reach

Kshs.870.52 billion but this is highly unlikely to be realized due to unfavourable
macroeconomic environment including the depreciation of the Kenya Shilling
w'hich appears to persist on a downward trend. This affects economic growth since

Kenya's economy is import dependent.

External Financing: the government projects foreign financing of the budget to
increase fiom Kshs.182.9 billion in 2011/12 to Kshs.225.5 billion in the financial
year 2012,13. This is largely on account of project loans as opposed to grants

which means that the government is expectine to borrow significantly this
financial year to finance development. This will have the impact of higher
redemption in future (both interest and principal) and will therefore likely tighten
the discretionan' expenditure of the country unless commensurate economic
grovlth results.

a

a
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MI\.69 /2012: PRELIMI\ARIES

The meeting started at 10.50 a.m. with a word of prayer from Parliamentary Budget
Office staff, after which, the Chairman gave a welcome address. Upon consultations, the
committee agreed to defer confirmation of the previous minutes and move to the main
agenda of the meeting. The chairman then invited the Dkector of the Parliamentary
Budget office to give her remarks. The Director informed members that the various
Departmental committees had been briefed on the budget estimates for the various
ministries under their jurisdiction. The Director further informed the Committee that the
Parliamentary Budget office would make a presentation to the committee on the annual
budget estimates.

MIN. 70l20r2: PRESENT,{TION OF THE BUDGET ESTIN,I,A.TES FOR FY
2012n3

The Parliamentary Budget Office made a presentation to the members of the budget
committee on the proposed budget estimates for the financi al ,vear 2012/13. The Key
highlights of the presentation included:-

a

a

The Kenyan economic environment for the year 2012/13 was uncertain given the
global economic conditions.

Tlne 2012113 Annual Estimates envisage a total expendirure of Kshs.620.7 billion
of Recurrent Expenditure and kshs.445.9 billion of Development Expenditure
bringing the total of kshs. 1076.6 billion for the Executive. This is in contrast with
the last financial year were the total gross expenditure for the government was
Kshs.925.9 billion in 2011/12 and Kshs.81l.87 billion in 2010/l 1. This growth in
expenditure is higher than the annual growth rate in the economy and the country
is therefore consuming more than the economy can sustainably produce.

Development expenditure has grown at a significantly slower rate for this financial
year when compared to recurrent expenditure in relation to the previous 4 financial
years. Since 2009/10 financia.l year, development expenditure srew at an averase
of 25Vo per urnnum while recurrent expendifue grew at an average of 10% per
annum.

These figures are, however. reversed when considering the growth of $e 2012/13
over the 20lll12 Estimates. The draft Estimates for 2012113 envisage recurrent
expenditure to grow at 20% while development expenditure is poised to grow at

13% which signifies reversal of government policy in prioritizing resource
allocation to development expenditure as opposed to recurrent.

a
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MINUTE S OF THE I12th SITT[,{G OF THE BUDGET COMMITTEE HILD ON

AM

PRESENT

1. Hon. Elias Mbau, M.P-Chairperson
2. Hon. Alfied Wekesa Sambu,M.P
3. Hon. Nelson Gaichuhie, M.P
4. Hon. Danson Mungatana, M.P
5. Hon. John Mbadi, M.P
6. Hon. Jackson K. Kiptanui, M.P
7. Hon. Manin Ogindo,M.P
8. Hon. Emilio Kathuri,M.P
9. Hon. David Koech, M.P. Chairman. Education. Research and Technology
10. Hon. James Rege, M.P. - Chairman Energy. Communication and Information

Comminee

1 l. Hon. Mutava Musyimi,M.P, Chairman, Lands and Naturai Resources Committee
12.Hon. Sophia Noor, M.P. - Chairperson. Labour & Social Welfare Committee
l3.Hon. Ekwe Ethuro. M.P-Chairman, CDF (CFC) Comminee
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l. Ms Phyllis Mal<au -Director. Parliamentary Budget Office
2. Mr. Nicodemus Odongo - Parliamentary Budget Office
3. Mr. Fredrick Muthengi- Parliamentar.v Budget Ofhce
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AGEND.{

1 . Preliminaries/Confirmation of Agenda
2. Confirmation of previous meeting minutes
3 . Matters arising

4. Agenda
a) Overview of the 2012/13 Budget Estimates
b) Preparation on Public Hearings on the Budget Estimates

5 Any Other Business
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TUESDAY. 8TH MAY 2012. IN COUNTY TLdLL CONFERINCE H,A,LL. AT l().()O



(Vlf).Parliamentary Centre: The members were informed that the Parliamentary
Centre had invited ail members of the money committees of parliament to haif day
workshop atthe Laico Regency on 17d May,2Ol2 from 9:00 am forthe African
Parliamentary Index (API). The chair of the meeting urged members to participate
in the workshop. The chair informed members that the Pariiamentary Centre is one
of the partners working with Parliament.

NIin77l:2012 ADJOURNMENT

There being no other business, the meeting was adjoumed at 12:30pm.

CHAIRMAN

SIGNATURE

DATE OL OL 2'<, 12-.
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recommended that in future, Members shall be informed early enough to schedule

the hearings in their calendars as well as indicate their preferred venues.

Members noted that they received poor communication from the Kenya National
Assembly as to where they would go for the public hearings. In addition, the

committee noted that the official communication to the provincial administration

from the Kenya Nationai Assembly was not effectively done. It emerged that some

provincial administration officials were made aware of the public hearings by the

Members of parliament. It was agreed that in the future, the communication with
regard to the public hearings from the Kenya National Assembly witJr regard to
public hearings should be given in a timely mamer.

The comminee observed that members of the public appreciated the public
hearings and it would be good to expand the number of centres in the future to
include the small town cenfes.

Members requested that the Budget Office furnishes the committee with
information and data with regard to vertical division of revenue, the Consolidated
Fund Services and infrastructure budgets.

Min 761 2012r ANY OTHER BUSINESS

(I).The Revenue Accounts: The meeting was informed that a member of
parliament had sought a ministerial statement on revenue accounts and that the

matter was directed to a joint committee of Budget, PAC and the finance, planning
and trade committees, Members were further informed that the budget committee
is expected to take the lead in investigating t}re mafter. The committee resolved to
summon the Auditor General to shed light on the matter.

(II). The Auditor General Budget estimates: The committee resolved to invite
the Auditor Generai to discuss the proposed 201212013 FY budget estimates for
the Office of the Auditor General on?2nd May,2012 at 10:00 am.

(III). Parliamentary Service Commission Budget Estimates: The committee
noted that there was need to carefully interrogate the budget estimates for the

Parliamentary Service Commission. The committee resolved that the Parliamentary
Service Commission will be invited at a later date to discuss its proposed budget

estimates.

(Vl).Budget Report Writing Retreat: The committee resolved to take a 3 da.,-

retreat to prepare its report on the 2012/2013 budget estimates from the 27s
May,20 12 preferably in Naivasha or Mombasa.

3



3. Matters arising
4. Agenda

a) Overview of the key highlights from the public hearing
b) Program of activities in processing the budget report

5) Any other business

MIN 7412012: PRELIMINARIES

The meeting was called to order at 10:50 am with a word of prayer from a member
of staff. The vice-chairman welcomed the members of the committee and informed
them that the chairman was away on parliamentary duties therefore he would chair
the meeting. He expressed gratitude to all members for participating in the recently
concluded pubiic hearings, reiterating that this will culminate in the committee's
report on the Estimates of the Expenditure.

The meeting noted the agenda ahead of them, and considering that there was also a
speaker's kamukunji at 12:30 pm with regard to EALA rules, the members agreed
to defer the confirmation of previous minutes and move to the main agenda of the
meeting so that they are able to attend the kamukunji.

MIN 7512012: O\T,RVIEW OF THE KEY HIGIILIGHTS FROM THE
PUBLIC T{EARINGS

The committee was briefed on the issues that emerged fiom the public hearings
conducted in the previous week in the 17 centres across the country. Some of the
recommendations made by the public include more funding for health, agriculture
and security sectors. In addition, the public requested for additional recruitment of
teachers. The committee was further informed that the Pariiamentary Budget
Office was in the process of receiving written memoranda and would compile them
into a repon for the comminee.

Members were informed that the reports from the public hearings were being
compiled into one report which shall be shared with all Deparknental committees
so as to inform them of the various sectoral issues emerging from the public
hearings as the committees prepare to submit their reports to ttre budget committee.

Members noted that the public awareness on the budget hearings was wanting. it
was recornmended that in addition to newspapers, the radio through local radio
stations should be used to publicize the public hearings. The Committee further

2



MINUTES OF THE II3TH SITTING OF THE BUDGET COMMITTEE
HELD ON WEDNESDAY MAY 16TH,zOIzIN THE COMMITTEE ROOM
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1 . Preliminaries / confirmation of Agenda

2. Confirmation of Previous Meeting Minutes



MI.r- 85/2012: ADJOT R\MENT

There being no other business, the meeting was adjoumed at 2.30 pm.

CHAIRMAN
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Training i 41,000,000.00

TOTAL 2,054,694,000.00

The Chairman assured the National Audit officers that the figures which have been

arrived at after the deliberations will be included in the report which will be tabled

in the House.

Members suggested that in terms of sectors, the National Audit Office Budget need

to be domiciled under the Parliamentary Service Commission as opposed to the

Executive. This suggestion was supported by the KENAO.

The Chairman advised that there is need to Iook at the issue more keenly and to

seek further clarification. There is need also to ascertain the lega1 implications of
such a move before the final decision is made.

Hon. Martin Ogindo, M.P was appointed to pursue that matter and report to the

Committee.

The Chairman emphasized the need for the National Audit Office to consider

purchasing their own building instead of renting offices.

MIN 8,1/2012: ANY OTHER BUSI\ESS

The Chairman appreciated the Members for their cofiImitment to the Committee in

discharging its mandate noting that they had participated actively during the Public

hearings.

He also thanked the Kenya National Assembly staff who took part in the public

hearings.

Members were urged to attend the retreat slated for Monday 28s May 2012 and

Tuesday, 29th May 2012 to finalize the Budget report 20 12l 13 .

1



Maintenance of veh-icles and trans ort other e u1 ments 21. i44.000.00
Purchase of vehicles and other E u1 ments 125 000 000.00
Maintenance-other Assets 77,463,175.00
Purchase of e ment e. Ia t S

After deliberations between the Members and offrcers from the National Audit
Office the KENAO Budget Summary was adjusted and agreed upon as follows;

Item Amount
1,672,300,000.00

Foreign Travelling 6,500,000.00
I Fuel. or.1 and lubncants 21,000,000.00
Maintenance of vehicles and rransport other equipments 21,144.000.00
Purchase ofvehicles and other Equipments

6

Ite m Amount
Budget A-llocation 20721 13 1.672,300,000.00
Add Pending biils 250 000 00
Domestic travellin 83,500.000.00
Foreign Travellin 13,900,000.00
Fuel, oil and lubricants .? 000.000.00

61,000.000.00
Tlarning 41,000,000.00
TOTAI 2,1?0,55 7,175.00

Budget A-llocatron 20721 73

Add Pending bil.ls I sa,zsopoo-oo
Domestic travelling 83,500,000.00

65.000.000.00
Ma i n te n a nce-oth e r Assets
Purchase of equipment e.g laptops 40,000,000.00

50,000,000.00

Members emphasized the need of the National Audit office, being an office of
repute and ought to have the capacity to audit Counry Accounts. They urged the
National Audit Office to be the first institution to set up offices in Counties ro
ensure corruption is not devolved to Countv level. KENAO assured members that
the National Audit offices will preside over other systems devolved ro Counfy
level to set up internal controls.

The Auditor General presented a Budget summary of key areas where the Audit
Office says are critical yet the amount of money allocated to these items was
reduced.



Members noted that that there is always inertia when Comminees have joint
sinings leading to substantial delays and asked the Budget Committee to take the

lead and ensure they table their findings in one monti as directed by the Speaker.

}TY.{ NATIONAL
BUDGET ESTIM.{TES

The meeting with the Kenya National Audit Office started with a round of
introductions from all present. The Chair invited the Auditor General to give

KENAO's submission with regard to the 2012/13 Budget estimates. The Auditor
General gave a brief background of the National Audit Office, emphasizing on its

independence and Constitutional mandate.

Members were informed that the National Audit Office had requested a total of
Kshs 2.4 billion but had only been allocated Kshs 1.67 billion in ?0l2ll3 Financial
year. Thus the National Audit office will only remain with Kshs 1.2 billion to

spend in 2012113 Financial year after paying the pending bills and this Kshs 1.2

billion translates to 50% of the resource they require.

In their submission, the National Audit Office noted that core costs of the office

have been cut such as foreign travel yet such travels are meant to audit Kenya

foreign offices which are vulnerable to financial malpractices due to distance.

Members wanted to know the key business of the National Audit office and to

whom they report to. Members also wanted to know how the National Audit office
will help fight com:ption especially under the devolved system of Govemance.

In response, they were informed by the Auditor General that the National Audit
Office is tasked to audit the three arms of the Govemment and any other place

where there is Govemment money especiaily in areas where there is vulnerabilitv.

The audit office ensures accountabiliry in utilization of the funds. Members were

also informed that the National Audit Office reports to parliament.

Members were concerned that there was no indication from the estimates

submiued by the National Audit office that they plan to devolve their functions to
Countv levels. ln response they were informed that the National Audit office will
devolve its functions to county level where each counry will have a Director, two
senior Auditors and an Auditor.

1 S ATIO ICE
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Members were informed that the issue of venue for the retreat was being
addressed. They were informed that the secretariat had zeroed in on either Simba
Lodge or Enashipai resort in Naivasha. The final venue will be communicated to
members in due course.

Members were informed that all bona fide members of the Budget Committee are

expected to attend the retreat together with ail other ex officio members of the

Committee.

They were also informed that all public hearings and Committee reports will be
available together with a brief on areas in the 2012l13 budget estimates where the
Parliamentary Budget Office feels there is wastage of resources. Also available
will be the cost of delivering service in eight sample Counties as proposed by
Members.

Members were informed that the Budget Policy Statement report which was tabled
in the House should be actualized in the 2012l13 Budget Estimates.

Members were also informed rhat all minutes of Budget Commirtee sinings
regarding the 2012113 Budget estimates will be confirmed during the retreat so rhat
the minutes form part of the report to be tabled in Parliament.

Members requested the Parliamentary Budget Office to produce a small write up
on the Budget process to give guidance to members since many changes have

occurred under the new dispensation. The Vice Chair reiterated the importance of
the retreat and urged members to find time and aftend the same.

Members were reminded that under the new Constitution there is a Budget process

and not a Budget day hence the need for members to be actively engaged in it.

MI\.82/2 012: JOI\T OMMITTEE SITTI\GC

Members were informed of the joint sitting between Public Accounts Committee,
Budget Comminee and Finance Trade and Planning Committee on 23'd May 2012
at 11 am with regard to inconsistencies in Revenue accounts in 2008/09.

Members were informed that the Tuesday Z?nd May 2012 meeting with the

National Audit Office was to discuss their Budget Estimates and not
inconsistencies in Revenue accounts in 2008/09.



The National Audit Office has been allocated Kshs 1.67 Billion \n 2012113

estimates which translat es to 69Yo of what they requested for. Members were also

informed that the National Audit Office has no development expenditure and a1l its

expenditures are recrurenl.

The National Audit Office expects to raise Kshs 110 million as Appropriations in

Aid in 2012/13 Financial year.

Members wanted to know from the Pariiamentary Budget Office, the implications
of underfunding the National Audit office.

They were informed that there was a possibility that the National Audit office
would be constrained especially when it comes to devolving its functions to
Counties since it has no other source of revenue.

Members were concerned that the Appropriations in Aid collected by the National
Audit Office was very little yet they have the potential to raise more and meet their
budget shonfall. They pointed out that the National Auditor charges less than their
private counterparts who charge almost six times higher for audit services rendered

to clients.

Members were informed that the fee the National Audit Office charges are

stipulated under the Audit act which unless amended, cannot alter the fee they

charge clients.

MIN.81/2012: RETRE.{T FOR FI\ALIZI\G THE BT DGET REPORT

The Parliamentary Budget Office was invited to give a brief of the planned retreat

to finalize the Budget report which will be tabled in the House.

Members were informed that the Clerk of the National Assembly had approved the

reteat and that it will be held on Monday, 28th May 2012 and Tuesday, 29th May
2012.
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Members u,ere informed that Pariiament has a Constitutional mandate to scrutinize
the Kenya National Audit Office Budget estimates.



IN ATTENDANCE

1. N{r. Edward Ouko-Auditor General, Kenya National Audit Office
2. Mr.Edward Gikonyo- Kenya National Audit Office.
3. Mr.Humphrey Wanyama- Kenya National Audit Office.
4. Mr. Alex Lagera- Kenya National Audit Office.
5. Mr. Gregory Kitema- Kenya National Audit Office.
6. Mr. Meshack Onyango- Kenya National Audit Office.
7. Ms Nancy Gathungu- Kenya National Audit Office.

AGENDA

1. Preliminaries/Confirmation of Agenda
2. Confirmation of previous meeting minutes
3. Matters arising

4. Agenda
a) Meeting with the Auditor General over their 2012/13 Estimates
b) Retreat for finalizing the Budget Report

5. Any Other Business

MIN.78 /20 12 : PRELIMINARIES/CONFIRIIATION OF .A.GENDA

The Vice Chairman called the meeting to order at 10.45 am and invited one
member of staff to open with a word of prayer. The Vice Chairman then welcomed
and thanked members for finding time to attend t}le meeting.

MI\. 79 12012: CONFIRMATION OF PREVIOLS ]VIEETING MINUTES

Members agreed that ail minutes wiil be confirmed during the retreat to finalize the

Budget report since the minutes in question will form part of the report to be tabled
in the House.

MI\. 80/2012: KXNYA N-A,TIONAL -1,UDIT OFTICE 2012i13 BUDGE STIMATES

The Vice Chairman invited the Parliamentary Budget Office to give highlights on
the Kenya National Audit Office (KENAO) 2012/13 Budget Estimates.
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MINUTES qF THE 1I4'h SITTING OF THE BLDGET COMMITTEE HELD O\
TUESDAY. 22ND MAY 201,2. IN THE COMMITTEE ROOM, 4TH FLOOR
CONTINENT.AL HOUSE PARLIAME\T AT IO.OO,{\I

PRESENT

1. Hon. Elias Mbau, M.P-Chairperson

2. Hon. Alfred Wekesa Sambu, M.P
3. Hon. Nelson Gaichuhie, M.P
4. Hon. Danson Mungatana, M.P
5. Hon. Jackson K. Kiptanui, M.P
6. Hon. Martin Ogindo, M.P
7. Hon. Emilio Kathuri,M.P
8. Hon. Njoroge Baiya, M.P, Acting Chairman, Justice and Legal affairs

Comminee
9. Hon. John Mututho, M.P, Chairman, Agriculture, Livestock and

Cooperatives Committee.

10.Hon. Mutava Musyimi, M.P, Chairman, Lands and Natural Resources

Committee
11.Hon. Fred Kapondi, M.P, Chairman, Administration and National Security

Committee

12.Hon. Ababu Namwamba, M.P - Justice and Legal affairs Committee

13.Hon. Ekwe Ethuro, M.P - Chairman, Constituency Development Fund

(Constiruency Fund Committee) Committee

KENYA NATIONAL ASSEMBLY STAFF

1. Ms Phyllis Makau -Director, Parliamentary Budget Office
2. Mr. Martin Masinde-Parliamentary Budget Office
3. Mr. Fredrick Muthengi- Parliamentary Budget Office
4. Mr.Gilbert Kipkurui- Parliamentary Budget Office
5. Mr. Joash Kosiba- Parliamentary Budget Office
6. Mr. Lewis Mungai- Parliamentary Budget Office
7. Mr. Eric Kanyi- Parliamentary Budget Office



MIN 89/2012: Summa rv of issues from the Budeet Committee for BPS 2012

Members went through the recommendations as per the report on the BPS 2012113

arising from the various Departmental Committee reports and compared them to

the amount allocated to the ministries with regard to these items in the 2012i 13

budget.

It was established that while some recommendations in rhe Budget Committee

Reporl on the BPS had been considered in the 2012/13 budget estimates, a number

of issues recommended had not been taken into account.

MIN 90/2012: Summarv of Issues from the Departmental Committees

Members went through the key issues proposed by the various Departmental
Committees for additional resource allocation and reallocations and given resource
constraints, sought to identify the key prioriry areas within each ministry according
to the Departrnental Commimees. This is to ensure that resources are optimally
allocated among the competing needs.

a) Health Comminee
b) Transport, Public Works and Housing
c) Administration & National Security
d) Labour and Social Welfare
e) Education, Research and Technology
f) Defense and Foreign Relations
g) Agriculture, Livestock and Cooperatives

MIN 91/2012: Ad iournrnent
In view of time constraints, members agreed to adjoum at 1.30 pm. The next

meeting was scheduled in the aftemo at 2.30 pm.

CHAIRMAN

SIG\ATURE

of, ol
DATE
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MIN: 86/20I2: Preliminaries
The meeting was calied to order at 9.30 am and started with a word of prayer from
a member of staff. The chairman welcomed members to the meeting, noting its
importance in the budget process. He reiterated the Comminee's dedication to
comply with the Constitution that Appropriations Act should be passed before the

Commencement of the financial year. Therefore the Budget Report will kick start

the Committee of Supply and eventually the Appropriations Act.

MIN 87/2 012: Confirmation of Previous Meetines Minutes
Members read through and confirmed the five sets of minutes (11Oft - 114s Sinings
the Budget Committee).

a) First set, the 1 10e Sitting held on 25n Apri120l2
b) Second set, the 111s Sitting held on 3'd May 2Ol2
c) Third set, rhe 112ft Sitting held on 8e May 2012

d) Fourth set, the 1136 Sitting held on 16fr May 2012

e) Fifth set, the 114s Sitting held on ?2"d }y'ray 2Ol2

The minutes were adopted as a true record of the committee's deliberations. These

minutes will form part of the Budget Committee Report on the Estimates of
Expendinre 2012/13.

VIIN 88/2012: Lessons Learned From 201ll12 Budget Process

Members went through the key recommendations arising ftom the 2011/12 Budget
Committee Report on the Estimates of Revenue and Expenditure, It was
established that overall, a lot had been achieved from the recommendations the

committee had made. Most of these achievements were from expenditure
adjustments (almost 100 percent achievement) but in terms of application, a

number of recommendations were not taken into account. Members agreed that
going forward, there was need to ensure that the Budget Committee Report on

Estimales of Expenditure is fully taken into account by the Treasury when
finalizing the budget.
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MINUTES OF THE 115TH MOR\ING SITTI\G OF THE BTDGET

PRESENT
1. Hon. Elias Mbau, M.P
2. Hon. AIfred Sambu, M.P
3. Hon. Jackson Kiptanui, M.P
4. Hon. Matin Ogirdo, M.P

5. Hon. John Mbadi, M.P
6. Hon. Nelson Gaichuhie, M.P
7. Hon. Emilio Kathuri, M.P

8. Hon. Moses Lessonet, M.P
9. Hon. John Mututho, M.P - Chairperson, Agri. Livestock and Cooperatives

10.Hon. Fred Kapondi, M.P - Chairperson, Admin. & National Security

1 1.Hon. Adan Keynan, M.P - Chairperson, Defence and Foreign Relations

12.Hon. David Koech, M.P - Chairperson, Education, Research & Technology

I 3.Hon. Isaac Muoki, M.P - Transport, Public Works and Housing Committee

14.Hon. Thomas Mwadeghu, M.P {hairperson, Local Auth. & Fund Accounts

i 5.Hon. (Dr). Robert Monda, M.P - Chairperson, Health Committee

16.Hon. Ekwe Ethuro, M.P - Chairman CDF (CFC) committee

l7.Hon. George Nyamweya, M.P - Justice and Legal Affairs Committee

l8.Hon. David Ngugi, M.P - Chairperson, Local Authorities

19.Hon. Julius Kones, M.P - Public Accounts Committee

20.Hon. Lucas Chepkitony, M.P - Finance, Plaruring and Trade

IN ATTE\DAI,JCE - PARLIAMENTARY BUDGET OFFICE
1. Ms. Phyllis Makau
2. Mr. Nicodemus Odongo

3. Mr. Martin Masinde
4. Mr. Fredrick Muthengi
5, Ms. Lucy Makara

6. Mr. Robert Nyaga
7. Mr. Gichohi Mwaniki
8. Ms. Millicent Ojiambo
9. Mr. Benjamin Ng'imor

- Director, Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

- Parliamentary Budget Office

COMMITTEE HELD IN SIMBA LODGE. NAIVASEAO\2ETH ]44Y2012
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Dam, Lower Ewaso Nyiro project and Olkejuado
project

r Kshs. 900 million to dri irri ation

Livestock rabbit farmin 50 million
Kenva Meat Commission - mark of quality I 00 million

Fisheries urchase means of trans rt for fisheries field officers
increase allocations for aquaculture farming

Cooperatives staff recruitment
capacity development for increasing urban transport

SACCO 200 miilion
Northem
Kenya
Development

National Drought Management Authority
4 12 million

National Drousht and Disaster ContineencY Fund 2 billion

MIN 94/2012: Ad tou rnment
In view of time constraints, members agreed to adj oum al 7.30 pm' Next meeting

will be held on Tuesday, 29h }y'ray 2012 inthe same venue at 8.00 am.

CHAIRMAN
SI NATURE

06 oI 2e/L-
D.{TE

7

I
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Defense and Forei n Relations

NSIS I Reduction of NSIS Grant and the reduced amount
to be re-allocated to the other issues mentioned
herein

Ministry of
East African
Community

Ministry of
Foreign
Affairs

Ministry

Re-allocation to catff for Purchase of Chancery 450 Million
buildin Kam ala

Re-allocation for Development of the mission in
Juba

A riculture, Livestock and Coo eratives

Re-allocation for Kenya's ascension to EAC and
hosting of the 12ft Extra Ordinary summit of
EAC.

Agricultural Livestock Food and Fisheries Authoriry
to get reallocated funds from patrol boats in the
fisheries minis

ethrum Board of Ken a

Reduced by
(2,798,000,000)

240 Million

500million

tureculA

Regional
Development
Authority

Reallocation of Kshs. 1.4 million from feasibiliry and
engineering designs as follows:

r Kshs. 500 million for Mwache fuver Dam, Arror

Ministrv Issues I Amount in Kshs
Re-aliocation for Recurrent expenditure to finance
salaries, General Administration and Planning and
expenses related to the Kenya Armed Forces;
construction of housing units for 10,000 junior
soldiers

Ministry of
state for
defense

688 million

Re-allocation for Foreign services allowance to
staff

470 Million

Re-allocation to cater for Purchase of Chancery
building New York

800 Million

150 Million

Money allocated to the mission in Dublin should
be re-allocated to open a new consulate in Jedah
(Saudi Arabia)

106.9 Million

Amount
Kshs

Iss u es tn

strategic grain reserve - purchase of 5.7 million bags
of maize (it should be transferred from National
Irrigation Board to Minishy of Agriculture) 17 billion
Agriculture Finance Corporation - credit scheme 2 billion
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Ministrv

NGOs coordination board

Occupation Safety and Health Fund

I Labour and Social Welfare
Issues

Labour com ensation of em lo ees

Upgrading Technologies in Industrial Training
Centers
Women Ent se Fund
Cash Transfer to Older Persons

Urban Food Subsid Cash Transfer Pro

Amount in
Kshs

7 l million
l00million
12.5 mitlion

200million
22 5million
l billion
2l Smillion

1 34.2 million

371.9 million

National
Heritage and

Culture

National Gender
and Equality
Commission

Cash Transfer for O hans and Vulnerable Children 485million
Special strate C aln reserve 17 billion

Pro ammes I Resettlement of forest evictees 3.5 billion
Remuneration of persormel for Kenya National
Libr Sen'ices 200million
Constuction of Intemational Center for Arts and
Culture 600million
o en record centers in 4 counties 5 0million
develo heroes comer at Uhuru Gardens 3 00million
National Youth Service 3.5 billion
D artment of S s - Intemational Com etltrons 5T0million
D ent of Yourh Devel ment T20million

Commission Programmes

5) Education, Research and Technolog-v

ent of ersonnelEm lo

Education

National Council for Science and Technolo

Ministry Iss u es

Higher
Education

Amount
Kshs

1.3 billion

400million
I.5 Billion
630million
I 00million

in

Mitihani house
Earl,v childhood development education is

mainstreamed in education olic

Hi her Education Loans Board
9 new universi colle ES

increased annual admission 280million
TSC em lo 30.000 more teachers 8billion

5

romotion of teachers 500million

Gender and
Children

Development

Bursaries



Ministry of
Roads
Ministry of
Public Works

Ministr-v of
Public
Housing

Homa-bav. Kisii and N amlra.

To com lete 26 stalled ro ects
To pay for pending bills arising from ongoing works on I Billion
stalled ro ects
For installation of li tenln arestors in the Counties 200 Million
For recruitment of technical staff to be distributed to
the Counties.

3 Billion
The Housin Develo ent
Government Estates Manasement to be able to

urchase View Park Towers and Hazina Towers

J Administration & National Securi
Ministry Issues

Ministry of
State for
Provincial
Administration
& Internal
Security Sal review for Police officers

o

4.08 billion

2.5 billionMinisuy of
State for
immigration
and
Registration of
Persons

Finalization of third generation identiry cards
programme and in improving the population
registration services and issuance of ID's during the
201 3 election vear.

4

development of Nakuru airport i 400 Million
for the second runway and the associated facilities at
the Jomo Ken ortatta International

700 Million

For the repair of roads all over the Country, extensive
damaged by the floods currently being experienced

10.7 Billion

4.7 Billion

822 Million

To operationalize the National Construction Auttorit}ltz8: tvt
For supervision of proiects throughout the Country. 270M
To cater for one footbridge per Constituenc-v". i.5 Billion
The Civil Servant Housing Scheme Fund which
requires an additional fi:nding

3 Billion

gradine progra[rme
o

The Slum Up
pment programm 2 Billion

4 Billion

Amount in
Kshs

CID Forensic Laboratorv I billion
Communication and CommandT CCTV installation 1.275 billion
Recruit the 3,500 Police officers 2.5 billion

coverage during the forthcoming General

awarding of a contract to a Chinese

I billion

Suspend
com an I motor vehicles for the Police

Security
elections

the
to su

Staffins in the Ministrv 506.9 million

Ministr.v of
State for
Public Serv'ice

The implementation of the hardship allowance. 3.2 billion



Medical

Supplies

Asencv
50 million
72 million

medical supplies distribution

rationalization of staff at KEMSA
expansion of KMTC campuses 300 million

I 00 million
Promotion and training of staff, to avert a looming

industial crisis at the College.

100 million

Kenyatta

National
Hospital

Moi Teaching

and Referral
Hospital

countrv

procurement of Gastroenterology/ Endoscopy Units,

Critical Care Units, Renal Units, Cardiac Centre

(catheterization laboratory) and New Born Unit
enable the hospital to respond adequately and cater for
victims of disasters

Catering for indigents who are unable to pay for health

services received at the hospital

improvement of the ICT, particularl,v for collection ol
fees payable by patients at the Hospital

meeting the existing pay roll deficits and improvement
of human resource emoluments at the Hospital

procurement of specialized equipment at the Moi
Teaching and referral Hospital

500 Million

100 million

100 million

50 million

250 million

100 million

automation of healthcare faciiities in the countn' 564 million
conslruction and improvement of the specified health

facilities at District and Sub-District level

200 million

Ministrv

Ministry of
Transport

Issues

Purchase of Nvo ') new ferries 1.2 Billion
Counterpart funds of the Second Container Terminal I I Biilion
project.

4 Billion
Construction of the first three berths in
causewa
Development of the Standard Gauge rail system in line 4. I Billion
wirh the ements u,ith the U andan ovemment.
To address the escalatin road cama e in the coun 260 Million
To complete the Isiolo International ALrport 800 Million

cluding I Billion

Olentare a ort to serve four counties that is Narok. 400 Million
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Kenya

Medicalt_..
I I ralnlng

lcolt.g.-

recruitment of staff at KMTC

2) Transport, Public Works and Housing
Amount in
Kshs

Dredgine of Port of Mombasa.
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