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|. Introduction

Mr. 'Speakett is my honour to prederthis:august House klive2018/19 Budget Statérhen
make 'this: Statement in fulfillment oégheements of Section:400f the Public: Finance

Management Act, 2012 'and the Standing Order Number 241 of the/National Assembly.

Mr. Speakethis is thefirst budget following the -conclusiogenérthleelections last year.
Alow me to congratulate-those who-veégetesl and those who:-are serving for the first time in
this -august/'House. 1 look forward to working.closely with all.jof you:in-order to achieve

development goals.

Mr. Speakewhile delivering his State-dilthi®raddress early thisyear, Pr&sident/'Uhuru
Kenyatta reminded us 'of thejourney. we have travelled asnauisitigna stronger
democratic sociefyhis '[democracy - hetsengthesd our collectivebelief [in justice  andr

aspiration®r aniinclusive astthred prosperity

Mr. 'Speakeas a countwe 'have come along way since 2013. At tinditetrid=. President
Uhuru-Kenyattad office iin' 2018ere weraumerousonstraintto econone growthFor
example;evhad huge infrastructure gaps:in roads, rail and aiatanspaghallenges at

our ports. Our capacity -to- generate energy wamdmiyen unreliabldydro - andostly

thermal- sources.- We ‘needed tormodernize our: education sector-torenable training of sk
manpowerQur health-facilitiegereoverstretched with, families; struggling \with, communicable
diseasesand inadequate modeeatment facilitidbove all, wiaced a challenge of rolling out

the devolved system of-Govermitb#7 County Governmeastenshringd our Constitution.

Mr. ‘Speakefaced with these challenties Jubilee Administratiesigned and implemented
an ‘Economic ‘Transformation Plan undesyfpitbarsinvolving: (improving the business

climate by maintaining macroeconomic sidghiéssingecuritghallengeand reducing:the



cost of doing business; (i) closing the infrastructure gaps; (iii) kayesticiprsusuch as
manufacturinggriculturand tourisngiv)-sharing prosperity: by invé@sfimepoor programmes

in health; education and:in: social-welfare programmes; and (v) fully: supporfirige devolution.
Plan.we'chose in 2013 has worked and is delivering positive results kro8peakeiet

me mention a feithe key achievements under-the Plan:

Y During the past: five years our economy has expanded by an average rate of 5.6 perc
per year outperforming the average growth rate of the previous fiv @&2ysa(2008
that of the global economy and-S8ahalvan AfricAle are now relishing the benefits of
an expanded economy that is more:competitive: and well ratechedEasthAindan
region but-also'in the whole of; Africa

1 Wehave complet@thase 1 /of the Sdand Gauge Railway (SGBjay, Kenyans are
enjoying ‘cheaper and -faster travels: between -Mombasa andingaivddaraka
Expressin addition; tH8GR freight service' that:started in January 2018, has facilitated
cheaper moventeofgoods, withthaonthly:loads:incriegsrom therinitial’ 22,345
metric tonnes to an impressive 213,559 metrjcatoerfiels increase in'only-a few
months

1 We have expanded our energy generation capacity. throughrinvestmergyn green ener

1 Today, 6.7 million Kenyans have:beeniconnected to: electricity. compared to 2.3 millior
2013

Y Security has:been subsailyimproved throughout the cothvnks to our:strategic
investment in police and military modernization

§ Our tourism sector icontinues on arecovery pathlargely due to Seziumpraveie

country and/effective tourism promotion strategies



1 We have significantly-eased the biirdedical expendituks.a resulpore Kenyans
are accessing specialized treatinaenever -before

Y We havalsomad e e dwucat i oncimor e ccinnediusiove and
by, (i) expanding the:free education prograinclude -free: day secondary  school
educatign(ii) introducing a new: curriculum that focuses on nurturin@ridi@nts
delivezdnew-and upgraded technical training institutes-across thad dualty

1 More vulnerable Kenyans are' benefiting from cash transfers; especially our senior citize

orphansand vulnerable children; and persons with disabilities.

Mr. ‘Speakenotwithstanding sesignificardchievementaie are aware that a lot.-remains to
be «doneni order to-decisively: deal with/therpressing:challenges of unemployment, poverty a
inequality that Kenyaastinue to fade is'for this reason that tHeePresident has directed us
to focus on folkeystrategia r e as: (runder T hec Bing ctFour o Pl

transform thelives of Kenyans.

Mr. Speakegchieving these strategic objectives will require that we all-pulliin-the;same directic
It is in'this.context; tHaE the ‘President has urged us!to put our defasaeebuild bridges

and focusnseningour people for a better KenyaisThiprofound and timely call, .consistent

with 'the unifying: vision: of ‘our founding. fakisnas rekindled our:sense of. purpose and

triggered a -new sense of renewal.

Mr. 'Speakeconsistent with this vision; the -Budget we present today is ian:opportunity to begin
walk!this-talk; gneiore importantly,;to boldly-confront:the challenges we face today of gettin
employment foropouth, improving: the :lives of .our- people -and 'sharing the benefits of our
economicyprogresdccordingly,’the-therf hi s yiea r -0 BCCurbeuvadigientg ijSc

Transforming LiveandShamgPrzoosiper i t y. o



Mr. Speakehuilding: ainitednation rin which -every Kenyanahadecent living, raccess to
economic opportunities and a chance to pursue their dreams,is the jpressing challenge facin
as arnation and-one that the-Budget must speak tpth&lfedbremustheedt -h'e- ' Pr e s i d e
call toboldlyaddress thanderlyinghallenges and work hard togetlueder to-achieve our

national aspirations.

Mr. ‘Speakewe must now: seithe -opportunity accelerate our.economic! grovedie jobs

forour youtheduce poveryndshare oysrospety. Ths isbe@use:

We'have @overnment -and a Presidds fully committed to this resolve;
We have favorablglobal economic and trading environment;

Our.domestic .economic outlook'is bright;

=4 =4 =4 A

Wehave-a fiscal plan that supports gpoaxtitdes funds for our devolved government,

while-ensurimogir debt remaisgstainable;

1 Our-exchange raimterest rat@md mflation outlook are stable;

1 We have:development partners that ar¢orpaolyide both financial aneimamcial
support;

1 We' have foreign:investors knocking ons@andoesger to invest in-our.country;

1 We havecreative ranénthusiastibomegrown-entrepreneuesady to- expand: their
opportunitieandabove all

Y Ourpolitical environment has impsigeificantigver the-recent: months, thanks to the

fhandshake

Mr. 'Speakem the Bdget for FY 2018that | .will present shonghave balanced the need to
provide -resources to key priority ‘areas to support-the enablers afftieBrgrsafPlan
and-accelerate economic grosvile, at the:same time enstivatgur public-detegmaiaon a

sustainable path



Mr. 'Speakegiven the competing needs forour limited res@ivaes, hado make tough
choices We 'havecurtailedresources rgoing lmweispriorityareas following-the demsed

budgeting approablatwe have adoptethis hasenabled usetirecthese: savingeward

fthe Big Foar - a n: dnaltiers;ewhille conity with pmoor-expenditurehaaltheducation

and protecting-thervulnerable. We are clearly conscious-of our limited fiscal.space and we w
leveragingr on-the partnership betiveerivate sector and the Government to deliver most of

fi Hle ‘Big- Foarequirements. Overall, ‘we have moderatpeérmlingsand ensured' cautious
revenue projections, so-as to limit borrowing. Obviously, there are risks and spending press

that we will-need to manage prudently.

Mr. 'Speakethe rest of my Statement focuses on the economic: context around which this budc
is preparedrand detaflyarious 'strategies @aimed-at icreating jobs and tratisédisremgf
Keeemyans c undern AT he B brapdlyFoatliutke discdbdlicy and butdigete r e a |
framework ftheFY 2018/19 budget, together with taxais @k priority: expenditures-as well

as critical structural refdhaswe intend to implement
Il. RecentEconomic:Developments and-Qutlook

Mr. 'Speakewe recently. completed 'our Third Medium-TermPlan:(MTR. ll1), which-will guide us
achievinghe Sustaable Development Goals (SDGs), as well as our Vision 2030 developmer
objectives. Achieving our development agenda willirequire-robust .implementation of the pol
andopreogrcammestoout'biRednuntiVer neled fiBi doFoF

opportunities-presented by the.improving global and domestic environment.

Globalgrowthis projected to improve 1o 3.9 percent in201WafrdrA0B.8-percent’ in 2017.
This growth:moementum is supporéa@ligund in investments; trade .and industrial, production,

coupled with strengthened business and-consumer confidence.



EquallyMr. 'Speakeeconomigrowth in stbaharan Africa,recovering with groptbjected

at 3.4 percent in 201 fron2.8 percent in 20The improved global and regional .economic
outlookw!i -1 benefuit Kemny a 6 s growih oprospscts aindrniore e r
specifically oaranufacturing/industry. Aswinecall Mr. ‘SpeakeKenya recently ratified the
African_Continental Free ‘Trade Area (AlCIETAportant that we ‘take full advantage of this

new trading frontief tar «t"h e r- e-n:h-prospects kheregroa.6 s t r ade

Mr. Speakemn the [domestitont we (facedignificanthallenges: fagear, particularly: the
severe/drougand theprolonged electioneering period. :Despiteiiadenges, our economy
remained resilient expandingSyercent in 204upported by strong public investment and
macroeconomic: stabiig/a result, wgeneratedn addition&98,000 new jolas 2017up
from:833,000 jobs ini2016.

Mr. Speakerwe project the economy to graat lepast.8 percent this:year;supported by
growing rinvestorconfidence; improved agricultural lactivities  btdstmadsebgather,
ongoing public investments and the:improved demangdaisaluesto improved global and
regional growt@ver the mediterm, decisiviemmplementation fofie Big- FoaPlan,should
resultiin-faster . economic growth-of at least: 7.0 percenvpiehyieaturn shoslgoport job

creationand redypmverty among Kenyans

Mr. Speakedespitahe extrenhe difficult circumstances we faced as'a country last year, we
were sable tpreservermacroeconomic stakilityinflation, interest rates-and exchange rates
remaining largely stable thiutg?017. This serves as a clear demonstration to:domestic as well
as foreign investors:-of ourrcommitment to: mainte@comaeic stability, which-is key in

enhancing investor confidence. We!intend to sustain thisicommitment in/the years to come.

Mr. Speakemwe will continue to improve the environment for businesses to thrive, deal decisiv
with corruption and' adslrthe  governance and: performance challenges at our parastatals and

c



Statdinked companies, as well as improve efficiency in our financial sector. All these meastL

willlboost investments and:create the much needed jobs.

lll. Creatingjobs; Transforming dieelShaing Prosperityd o' T-hiie Bi g
FooruPraid P an

Mr. Speakey n-d ‘ecrt i T hi-e wdlargyg to beastumanufadiuling activities; enhance food
and nutrition: security, achieveruniversal health coverage dahd cangbarection of at least

500,000 affordable haouses by 2022.

Manufacturing

Mr. Speakegn manufacturing, we plan to increase!the contiibet@mofacturing sedtor
GDPto 15 percent by 2022 by additvgeetySDolla2 to 3 billion torour GDP.It/is expected

that'this will increase manufacturing sector;jobs by more than 800,000.

Mr. ‘Speaketthis will-be -achieved through establehingr: parks and textile -industries in
varous parts'ofthe country, nenawid transfoing industries such as the blue-economy and
manufacturing of construction matemalsreestablishinthe -automobile lindusttyich will

make new vehicles mdarddble.

Mr. Speakewe will target investors that-are ready:to invest in specific areas by providing tailc
made inceines, - some of which are innmy tax prapasalwill outline-later in ‘this Statement.
Alreadyone investor is settiagéin Eldoret; benefiting from incentives offered ymelgathe S
Economic ZoneE@Act. The Government will pr@andein Naivasha for-potential investors
interested: in settingtlwpir -activities in: tAEZ to benefit from the: SGR 'and cheaprgeothermal
power generated neaiye willalso .conclude rmod®f financing the developroétiie

Dongo Kundu SEZ in-fMomlzasang others



Mr. Speakernwe are taking: actions rtoremovédrattn barriers ‘within: the ' East:/African
Community- (EAC); region.- Togetherwith- other [EAC Partner :States! we ~are working on
framework for-the implenientaf the EAC Noariff-Barriers Act, 2017. In addition, we have

established an online reporting:mechanisrtaoff lanriers.

Further, we-have 'embarked-on the review of the Common: External Tariff to enhance protecti
industries inthe region that is expected to be completed in thel coming fiscal year. Meanwhile

have stay of application.on some of the sensitive paréumisipéétion of the review.

Mr. 'Speakem order to reduce the cost of production for our manufdveerd We cost

of oHpeak: power by half and we plan toimplement-modalities 'of bringing the cost of energy
about USents9 per kilowathourfor selected investors: We rare reviewing work permits to
accommodate iexpatriates: whose -skills' suppdetvelopment-agendée «will .continue to

expand infrastructure and land-access targeting manufacturing zones.

Mr. 'Speakeillicit-and counterfeit trade rob us-of revenue to fund critical- programmes and rete
our progress towards industtiatisdo ! deal with- this, our-Aygtcy Team, comprising of
Kenya Bureau of Standards (KEBS);  Kenyan: Revenue '‘Authority (KiZAurdadeAnti
Agency are coordinating efforts to identify; seize and destroy counterfeit goealstiddready,

takerhave yielded results

Food and/Nutrition:Security

On ‘food securitylr. ‘Speakenye plan:torgrow enough food-to fegdapieat affordable
prices. Achieving:this will regumi@ancing:largeale (productidoy placingan additional
700,000 acred landhrough PP&hd' bypromoting investmentostiparvest handliag well
as aoptingcontract faing and other.commerciatadiig arrangements, including supporting

the development of agro-parks or-hubs to serveas alink to farmers and markets



Mr. Speakerwe will also. suppsmallholder farméns upscalingap -and livestock insurance
and promoting -use -of rappropriate farming techniques; in additioraffordabi@mgdit

facilities.

Affordable Housing

Mr. 'Speakegccess to adequate and affordable housing remains-a key concern:in Kenya. It
estd mated thatt he ‘countiryods murban, centr es
this 'shdage will rise t0 300,000 units by the yean 2026ent policidd the momennlp

about 50,000 new housing units are being constructed every year.

Mr. Speakegvery Kenyan has aright-tordecemr.shelmeet this: requirement; we plan to
increase the supply: of affordable-houses by partnering with the private sector-to:develop hom
serviced land. This will require reforms:in property registrations, access to affordable financing
adoption ofew lowc 0 st buichdivnige: treeshm o lhoglic es, whi ch

Bifrgr Four o Pl an.

AlreadyMr. ‘Speakewyith -aview ! to- extendingdaterm Jloans to:financial institutions 'secured
against mortgages have established the Kenya Mortgage Refinance Companii¢kMRC)
will ‘bgointly owned by the Governrieaprivate sector aneglectdevelopment partners: This

canpanyvas incorporated in April 2018-and has started raising capital.

Mr. Speakerye havalsodeveloped a comprehensive housingpackage that will incentivize the
private sector in the construction of low cost housing. This includéoeploicEimx rates

to 15/ percent fdevelopers whorconstruct-at least 100-upesmpadditionally, we plan to
establish: a ‘National Social- Housing Development' Fund: and 'strengthen-the rNational Hou

Corporation. (NHC) to take up more strategic roles in resource mobilization-and manageme



tenant purchase schemes and providatiakeiinancing stratefpel®w cost housing‘and the

associated saocial and:physical infrastructure.

Mr. Speakerin order to promote development of Idvowsay for -Kenyans, | propose to
amend'the Employment//Act to provide that-an employer: shall contribute to the National Hol
Dewviediiopmemnit: o Fund, inn:orhesrpectofh-each: empl a
gross monthlyremolument subjgehximum of five thousand shillings while the: employee will

contribute 0.5% of theirimonthly-gross:-earnings.

UniversaHealthCare

Mr. 'Speakeweintend tooll .out universal health: coveragkhtouseholds by 2022;:so as to
guarantee access to quality:and affordable health care. Thigeadnfigakegthe National
Hospital Insuran&und (NHIF) and reflogthe governance of private insurance companies to

aligrthento the universal health coverage.

Mr. SpeakeH.E the ‘Presidehias alreadaunched a comprehensive NHIF medical scheme for
secondary school students to: itemefoall ‘kinds of injuries and disedgesexpect this to

ease théinancidburderoftheirparents.

Mr. ‘Speakemnvorkingwith: countiease shall-'scale up the . provision-of: specialized medical
equipment and increasethe number offdmiHids at the community, lexadiding mobile

health servicdn order to increase-actespecialized healthcare.

Mr. Speakeme © pl @ni teo ndexprandonnte hre vkl mdamcMa ma o p
mission hospitals ‘and -private ' hospitate atigt Community -Health  Volunteers torhelp in
healthcare service provision:at the graksreloie will also continue to train /more: doctors,

while sourcing:specialized skills from wuésidesss existing gaps



Mr. Speakein thernext one year, we will underiakeersal -health coverage pilotiin four
Counties namely: Kisumu, Nyeri, Isiolo-and Machakos: Thelessons:learnt from the pilot in teri
capacity 'of NHIF, and ithe requirements -on:infrastoenoditiesnd personnel 'willinform

the roll out to all the counties in the subsequent years.

Mr. Speakewe ;acknowledge the dichtiudgetary space toimplefiiaetBig Four" Plds
such.we wikverage on the partnersljgecially through the R@meworkyiththe private

sectorandevelopment partners

Mr. 'Speakepurdevelopmergartners have supported us:in various: projects-that have uplifted
our'living standards: We-valusugsorvery rmuch. We will-be-engaging with: them in the spirit
of true: partnership to endtkeBig ‘FourPlan -a realitpilready, many of ourtEwaent

partners arefunding projects withinBhe g seEtarsBut i addition to that, and -with,a view

to mobilizing additional resources; they have indicated their willingness to review the rest of

portfolio-to alignthem withe: i Blikng Four o Pl an.

IV. FiscalfRaolicy:anthe Budget Framework

Mr. 'Speaketet me now turn to the: fiscal policy and budget framework for the FY-2018/19 bud

and the medium term.

Mr. 'Speakein this fiscal yeamding in June 2018, werestimate a fiscal deficit of 7.2 percent of
GDP, down from 9.1 percent oirGiR€ previous yeHhis reduction in the deficit was-despite
additional .expenditure requirements arisingefreenere drougptolonged electioneering
period theimplementation se#veralCollective Bargaining-Agreements (GBAsned with

shortfalls in revenue: collections

Mr. 'Speakein order to recoup the revenue shortfalls during the first half witlagneeal

on a number' of revenue enhancement initighvee Menya Revenue Authority" (KRA)

M M



February 2018. 'With the additional funiisiy 413 billidnom the National TregasKifgA
committetb collect:additional revenudssbf74 billidoy .end/ June 20 By April 2018RA
had -collected: Ksh :33:hillion arekpecthemto deliver theemainingevenue yieloy end
June 2018

Mr. Speakepgoing forward, now! that the challenges we faced inthelast two years are behind

we plan to bring.down the deficit progressively to.ensure that our public . debt remains sustaina

Mr. Speaker under i fiscal consolidatiolarp we project the fiscal defiaiatoowo 5.7

percent of GDP'in the FY 2018/19 from the estimated 7.2 percent of GDP in the FY 2017/18
further t@round B percent of GDP by FY1202A82uch, this will help stabiliz&ldhe

Present ValublRV of debto GDPratioat below 50-percent, which'is well below the 74 percent

threshold considered to signal-an unsustainable debt position.

Mr. ‘Speakestrengthening revenues through tax policy: measures:is at the core of achieving t
fiscal targets. Other-revenue administrative: measures-are ‘also key.sbmil oiléise

measureshortly.

Mr. Speakewithrevenue enhancement measures, we project teviseu®s 1.5 percent to
Ksh 11949.2billion (equivalen2@Opercent cEDR in'the FY 2018/19 fronegtimate&sh
1,69.6 billin collected in-the FY 2017/18.

Mr. Speakenye will- continue strengthen expenditure! .control and improve the efficiency of
public: spending through public financial managememh @fdemsdree fiscal space for

priority. social and econ@nugctdn particula¥r. Speakewe plan to addrdbe challenges

we ‘face improject identification; preparation: -and -execution, which: have beeniresponsible f
delays cost coverrunand pending bills. Towards eh¢ we 'haveestablishe@ Public

Investment aridanageentUnit -at 'the ‘National -Treasury to.improve the rmanagement and



budgeting’ of public development profastlnit will ensure that all the projects in the budget
are -appraised befohey are committed.- This will improve efficiency 'of our public investment

streamline spending and reduce waste.

Mr. Speakethis year wiNitnesghe implementation of the second phase of the salary review
following th2017Job ‘Evaluation the Salaries: - and-Remuneration Commissions\WWeRC)

commit to stay on this path-sothat we can coniblitsberice wage bill.

Mr. Speakegiven our expendittmatainmenieasures, we project the total expenditure at Ksh
2,556.6 billion (equivalent ®32ercent of GD) 2018/190f this;-recurrent expenditure will
amount: t&sh 1,50.0 billion (equivalent15.9percenof GDP)development expenditure is
projected:aksh 625.1billion (equivalent td percent of GIpPand transfers to. County
Governments will amount to Kshid#ilién (a8.9 percent 'of GDP).

Mr. ‘Speakethedeficibf Ksh'558.Billionequivalent &7 percent of GIpRill ‘be financéy
net-external financing anogiidKsh 28.0 billionequivalent &0percent of GDP) whbileer
domesticifinancing will amoksth@719 billior(equivalent to 2.8 percé@DP).

Mr. Speakewewill comue to diversify: the sourcesdingur development budpyetr the
medium-term. by: maintaining apresence innthe international capiéé will des&. to
maximizeuraccess tofficiadevelopment assistanneconcessional termile limiting use
of norcorcessional and .commercial external borrowing to depetpprienith high: financial

and-economic returns.

Mr. 'Speakeigs you are aware, this-‘House-has reviewed theB2@bfd Estimates that |
submitted-on April 26, 2018 I want to thank the Budget and Appropriation Committee (BAC) al
DepartmeatCommittees for-interrogating-the: Estimates. Based on thedglaGteedoytthe

Housethe Committeef Supplhas now approved the Estimates, paving the way:for finalization



of the'Appropriation Bill.- T.ddaybmit the [Finance Bill, 2018, which -contains the taxation and
financial proposaddong with! other.documémtsonsideratioand -approvdly thisaugust

House.

V. Taxation'Rroposals

Mr. Speaketet me now: turn ito tteious tax measures that l intend to introduce through the

Fion-ancie i Biidul 2018, too-rrealsi ze the objectiv

Mr. Speakethe tax proposalsthat I-am submitting through the 2018 Finance Billlare designed
generate ran additiokah 275 billion in tax revenue for the FY:201Biladdition; the
proposed: tax-measures are intended to incentivize the achigtieniigt FedaPlan -and

offer -strategic: incentids. Speakemllow me to highlight:some-of:the tax-proposals in this

budget.

Customs Measures

Mr. Speakeduring 'the East African:Community (EAC)d§et Consultationsetings; we

agreed olCustoms dutiesraimed rat promatiustrialization; encouraging local investments,
and  creatingincentives:in:the agriculturaland: manufacturing- sectors.-The measures are
intended to make our products more competitive while-at the same time protecting local indu:
from unfair contipen.Mr. ‘Speakerdetails 'of the: Customs::measures: will:be:communicated

through the ' EAC Gazette and implementettrynthis year.. | will-highli¢gvaof them.

Mr. ‘Speakemur iron:and steel industry.is;facing stiff . competition  fromimported cheap an
subsidized iron and-steel products. In.order to protect the local-iron and:steel industries, | |
increased the raterof import duty from 25% to 35% in-a wide rangeroinspeetucts which

are available in the region.



Mr. SpeakeiKenya has sufficient capacity to-produce some: paper and paper products whic
require protection. ;To-protect'manufacturers of these products; I-have increased the rate of ir

duty fror@5% to 35% on'some:-paper andpaper-board produced:in the region.

Mr. 'Speakeour textile -and footwear sector are closing-down due ta increased unfair competiti
from: cheap imported textiles and footwear as-well as second hand clothing arddootwear. In
to encourage local production and create jobs for our youth:inl the: sector, I have introduce
specific -rate’ of import, duty -of 3JH&r unit or-35% whichever: is: highershould guard

against.undervaluation.

Mr. Speaketo protect the timber and furniture industry from proliferation of cheap timber produ
andto-enhance the local production, I'have introduced a specific rate_of iMoo SD
paticle boardUSD120MT conrmedium density fiber ,bo&I0230MP on plywoodrand USD
200/MDn block boards, or-an advaldugyof 35% whicheveris higher.

Mr. 'Speakerour localmanufacturers have adequate capacity to manufacture vegetable oils
meetregional demand. To jprotect our local manufacturers from imported cheap vegetable oi

have introduced a specific rate of USD 500/MT of 35% whichever is higher.

Mr. Speakempests and-vectors continue to pose a great risk:to crop: and animal productiot
Despite our potential toproduce pesticides and acaricides: locally tavmporitieen. To
encourage docal:production;.1 have ‘allowed 'manufacturersof these products to import

materials-and inputs-under the EAC duty remission scheme.

Mr. Speakercurrently, the law: provides forexemption fof slutye select vehicles for the
transport of touris® 'boost: tourismand: provide: a platform: to -market our:national brand
worldwidehe :exemptiomill now be:expandeihtdude sightseeingses and overland trucks

imported by licensed tour-operators.

M p



Mr. Speakemajority 'of opeople relgn firewood for.cooking. This: has a significant negative
impact:on our forests as welllas-adverse:healthTeffieaks cleaand healthy cooking
methods; such as the use of cooking affovéable; arhcourage local production of clean
cooking 'stoves; inputs and raw materials for. assembly of clean energy: cooking stoves importe
local 'manufacturavdl be imported undguty - remissidtD0 jpercentThis will promote -local

production of clean energy cooking stoves and make them:more affordable.

Mr. Speakerthe EAC Common-External Tariff which! sets out the rates of duty applicable c
imported goods is undergooogmprehensive revieih the intentioreohaningprotection’ of

industries inthe region as well as creating a-conducive business/enviranment for investors.

Mr. 'Speakethe EAC Customs Management Act; 2004 is also undergoing review as envisaged
inception. The review:is expected to incorporate new developments as well ‘as address challe
in the implementation of the law. This will- enhance efficiency in-Customs Administration in

region.

Value/Added Tax

Mr. Speakeduring 'the 2017 budget speech, | proposed tdrerempimaterials for:the
construction of.grain storage facilities in orderto support safe storage of food and ensure sust:
food:-security in-the country.:In this: lMdg8peaken propose toxgand this exemption to

include equipment used:-in the construction of the facilities in-order: to lower-tize\esst of post

sitcoragen s ol ha scoowidnk govapllrongrewarysr ian suppor

Mr. ‘Speakemyvhile animal feeds are exempt from VAT, some of the raw materials used in the
manufacture -are taxable. This treatment has led to-highrprices-of animal feeds. Thus, to n
animal-feeds affordable to-farmers and attract more manufacturernsesariestlipopose

to exempt these raw:materials from VAT.



Mr. 'Speaketnformation:Communication Technology: continues to play a bigrole'in supporting t
growth: of our economy and thus:making: Kenya a regional: ICT hub.- To support the assemb
laptop under the primary schools program, l-exempted parts imported or purchased locally for
assembly of these laptops in:-the country: In'order to further promote the penetration of ICT ir
economy, | propose to further exempt from: VAT, parts irppowhesdent locally for the

assembly of computers. This will encourage local manufacturing, innovation and job creation.

Excise/Duty

Mr. ‘Speakeprivate passenger'motor vehicles fall under tiwesategdrigh and low engine

rating. vehicles. Cuterngxcise duty is.charged uniformly-on these ‘motor/vehicles irrespective o
the :engine ratinbo ensure: pnassivity. which is: a cardinal jprinciple of taxation; | propose to
increas excise duty from-twenty jpercent to thirty per cent on-private passenger motor vehic

whose engine capacity exceeds 2500cc for diesel and 2&00lcpdwered vehicles.

Mr. Speakeur .economy: has.a ‘established financial sector-in-the region with significant
sums:ofrmoney. transferred tgohthorder for:the  Government ta fgetshare of revenue

from ' these financial activities ‘and: to- finance critical- Government programmes, | propose
introduce a:Robin:Hood Tax of 0.05% on any amounts of five hundred thousand shillings or |
transferred tlughtbanks and other financial institutions. in addeiemcrehaed excise duty

fees charged on:money: transfer:-seyiaellular phoservice providers: from 10% to 12%.

The revenue realized floese measures shall be used to fund Universal Health care

Mr. SpeakeUnder the Excise Duty Act, illuminating kerosene ditsacédeaot KShH205
per 1000 litres while gas oil is subjectsio @uty' at-the -rate of KEB05 per 1000 litrids.
Speaker the  difference in: the rates applicable to these two: petroleum: products has led

adulteration of-the fuel products resulting in-loss ofi excise duty revenue to thike. Exchequer.



Speakerin order to reduce the incidence of adulteration of fuels, | propose te harmonize the r

of excise duty applicable onn#ting keroseh®KsH 0,305 per 1000 litres.

Income Tax

Mr. ‘Speakelin ther recent years; we-have implemented tax reformsraimed at modernizing te
legislations and: simplification of tax-administration. In this:pursuit,, most of the: Tax Statutes |
beenreviewd with'the exception of Ile@me’ Tax AdlVe -are currently in the -process of
undertaking @mprehensive review of the Income aax Ae now: have a meaft Bihat

has undergompelblic participation in-accordance:with the: Constitutional requirement.

Mr. Speakein the Income Tax Bill,'2018, | -had proposed to introduce a higher tax band of 35
on incomes above Ksh 750,000 per month and snahtheacapital gains ‘tax from 5% to

20%.-However, during the public 'consultations on:the:Bill;; members of-the public raised conc
on these proposals and were of the view that the-higher rates are'not appropriate at this time
have cconsidered thesmcerns: and resolved to revert to!the rates contained:in the current

Income Tax Act.

Mr. Speakewearefinalimg thalraft Bithen:see&pprovatromCabinet before submission to
this'House by end July 2D pose to make limited amendments to the Income Tax Act with a

viewto address critical issues on the revenue gagxpand the tax-base.

Mr. Speakertthe informal sector inour country:is expansive and remains out! of the tax net. T
Finance Act, 2006 introduced taxation-of the sectarttinnmwgi tax. However, this system of
taxation has largely been unsuccessful and-the levels of corepimmaedthlow due to the
profile-of the sector. dppropose to.amend: the Income: Tax Acthe tveptass -tax with
presumptive tax-based onthe business permit or:trading license fees-at a rate of fifteen perce

order to ensure that the sector contributes towards the economic agenda of the country.

My



Mr. 'Speakem the Tax Laws Amendment Bill, 2018, I have proposed to introduce withholding t
on winnings. However, the proposal did not provide how:-the revdnua taaireeasure
willlbe applied. I propose to.amend the Income Tax ‘Act to'clarify that the revenue realized fror
tax .on:winnings shall be used for the developmeni aftsptsulturabctivities for the

youth aswell as critical social development initiatives'including-Universal Health Care.

Mr. 'SpeakerthePort of Mombasa is the gateway to East andfiemtahd is one of the

busiest Ports-along the East/African coastline. ThePort provides direct connectivity to over e
(80) Ports worldwide-attracting various service, panideles ly the shipping lines.: Under the
current-legislative framework; payments for such services which represent income from Keny;
not :subject to:tax. This/createmfaiplaying fielbr residents of Kenya whaose income from
similar- sourceseasubject to tax. | therefore, propose to ‘amend: the Income Tax Act to subjec
payments for: demurrage charges 'maderésigent persons to withholding tax:at:a rate of

twenty percent.

Mr. Speaker -1K ency-a:- or € prrae soe n t-develgpadeanddésyulatédrinswranc® s mo
markets. - General insuranceis about twice the:life insurance penetration-and-the assets |
grown:over time. Some:streams:of - income: from this sector; includingnoaeselasts

persons and capital gains-made by generalinsurance companies are-not-taxed under the cu
legal framewoildr. ‘Speakel propose to introduce capital gains tax on:transfer of property by
general insurance companies: In-additionsé ppamend-the Income Tax Act to intraduce five
percent-tax on:insurance premium: paidrésidents excluding insurance premium: paid for

insurance' of aircratft.

Mr. ‘Speakerthe ‘Government (isrcommitted to attract -investors: into the counaite. To facilit
investment by targeted investors, the Government will-provide' special-fiscal incentives throu

special operating framework arrangement that outlines the specific conditions and deliverable:s

M



are measurable and with specific timeliness! thennetldr. Speaket propose tevelop a
frameworto introduce special-incentivdeMAT ‘Act, Excise Duty Act, and Miscellaneous Fees
and Levies Act; and provide apreferential tax réielnndere Tax Actarter to encourage

investments

Mr. Speakethe Government is dedicated to support the manufacturing sector.as a key pillar
AT hecuBhag Fowurios: Pleand condrhre s omanwf ralct-ecrigty. s h av
The (Government isncommitted: to reducing ! this:cost' to-support: the manufabturing sector.
Speakerjn order to-mitigate: the cost of production;:I propose to:amend the Income Tax Act
provide: a deduction 'of thirty: peotéine totadlectricitpill by manufacturers from corporate

profitin addition tornormal deduction subgecoditions to be set by the Ministry of Energy.

Tax/Procedures-Act

Mr. 'Speakem 2016, the Tax Procedures Act was-amended to provide-a tax amnesty on incor
declared for the year 2016 by -arperson:who earned: taxable income outside Kenya. In 201
extended the period for applying forramnesty’ Dexwestber, 2017 t¢" 80 Jung2018 for

the year of income 2016.-Howdespjte the extension, the uptake of amnesty has been low
partly due toconcerns that, when the monies are returned; questions will'be raised regarding
source as required 'by: Financial ‘Reporting Cergreedartir. ‘Speakerand in order to
encourage the uptake of the amnesty; I propose to extend the/period of amnesty from 30th
201810 30th June, 2@h8the year of income declaration {0 beF20thér, | propose to

provide lthat funttensferred under the amnesty 'shall- be exempt from the jprovisions of the
Proceeds/of Crime and-Matiey Laundering Actior any other ‘Act relatingto reporting and
investigation of financial transactions, to the extent of the source Wi tigpaaiasthis

exemption however does extend to proceeds fromterrorism; poaching and drug trafficking.



Mr. Speakedespite imposing a one percent late payment interest on-unpaid taxes, we ha\
noted that a number: of taxpayers are filing returns without payment of the taxes due. | am ther
proposing toramend the Tax Procedures Act:tolincrease the rate mif ilstier @stytméwo per

cent,-and alsointroduce-a twenty percent/late payment penalty. This will promote tax compli
among the taxpayers and boost our-revenue maobilization efforts to-avail the much needed func

sswpportirngrai The Big Fouro Pl an.

Mr. ‘Deaker,the (Government:-has been working on, simplifying and facilitating- filing of sel
assessment tax returns by taxpayers. In order to ' enhance the process for.submission of tax re
through'theTiax System, | propose toramend the Tax Procedypeoyide for time: limits in

the -application and-extension of time to file a return: as-well: as allow taxpayers to amend

assessment return.

Tax Administration

Mr. 'Speakem the year 2015, | exempted Regulatory Authorities from payment of corporate tax
and provided that these Authorities remit ninety (per-centof-their surpluses to-the Consolid
Fund. ‘However, these " Authorities rhave-not been: consistent; in:reomiung tihethe

Consolidated Fund. In this regard, |-propose toamend the - Kenya RevenuerAuthority Act anc
Public- Finance Management Regulations to allow: Kenya Revenue-Authority collect the sut

from the regulatory authorities and remit to thea@ah&oind.

Mr. 'Speakercurrently, there isino-penalty-or interest.on payment of taxes in the Betting, Lotter
and Gaming: sector :which has led-tomgliance. In‘order to.ensure compliance and prompt
payment of taxes, | propose to introduce péwsEmlypenalty and two-percent interest on late

payment of tax in the Betting, Lotteries and Gaming Act. This will . enhance 'the-collection of t



taxes that are-meant: to: support ,spagsulturaland social -developmadiivities in.our

country.

Export/L.evy

Mr. Speakegin e - o fro utih ehe poitdud Favr sso cunidrers oo heeteBi g Fo
To achieve this, itris important to suppesadioa through measures to retain raw materials
like scrap metal inorder to protect local manufacturers antidstegaihst vandalism of
publicrinfrastructure. Inthis regard, 1-propose to introduce an export levy, of 20% on copper v

and scrametals

VI. Expenditurdiorities

Mr. Speakesllow me now torturnto how the:Government will spend-the res@uidgstin this
As stated earlimtal spending will incrdase KsR,330 billiorin FY 2017/18 Keh2,556.6
billionn FY 2018/1% relation to' GORis representsr@ductiofrom26.8percendf GDP to

263 percentconsistent with our-fiscal .consolidation plan.

Mr. Speakedespite/the planned fiscal consolidatonrce: allocationteriavas -aimed: at
ensuring that fundingiftie Big FoaPlan was prioritized. In total, | -have-allocatddsinou
460 billierto AT h e~ Bsegor drivers aral their enabling sédisave also sustained
prioritization of resources to othpopr@rogrammesich-as social protecteash transfers),

education, access to electricity and 'drought mitigation interventions

Supportingi’fieBig Foud “/:P | a n

Mr. ‘Speaketthe specific:incentives -under: the:Special Economic-Zones (SEZ)-Act, and oth
special incentives, together 'with: PPBeareart will draw in-investorghatmanufacturing
business. To:catalyze this, the Government willprovide  the 'renabling infrastructure inclu
building industrial sheds. To this'end, | have Kéhatdllion foritheleather industrial park

H H



developmeindKsh 0:4:billiorior textile -developméht Speaketo modernize facilities in

RIVATEX arndeNew KCC,we have allodédstdl 4 billiomandKsh 20 millior respectively

Mr. Speaketp enhance fo@hd nutritiogecurity:and modernize agriculture, 1 have allocated
Ksh L billioror the strategic food reseK&s 1:9billiorfor the Kenya: Cereal Enhancement
ProgrammeKsh ©0:5bbilliorfor nechanization' of;ragricultarel Ksh 029 bbilliorfor «crop

diversification

Mr. Speakethe 'severerdroughaitwe experienced lgsarunderscorethe importance of
reducing our reliance on rain fed agridiitiBpeakein order to reduce ourenability to
droughénd bring additional landecrop productidrhave allocated a totdds¥f 8.5 billion
for orgoingirrigation projectsBora-and ' Mwellational Expanded; lrrigation Prograntme

SmallholddrrigatiofProgrammeGalana Kulalu, Turkana-and micro irrigation-in schools.

Mr. Speakewe will continue ngprove accessibility of feramecrop insurande this end, |

have set asidésh 4.3 billiofior subsdizel fertilizelKsh 300 millioto support .crop:insurance
schemed order to cushion farmersragainst-climate related tsts,3@0dmillioror (Fall

Army Worm MitigatiOm subsidizedrfilizer, | expect the Ministry of Agriculturerto reform the

supply chain systems and ensure:better service to farmers with the ongoing:registration of farn

Mr. ‘Speaketp further expand accessto affordable healthcare, | hav&shldcHbédbion
for ‘Free Primary ‘Healthdesk 08 billion for (Health Insurance Subsidy Progi(&iamey. &
DisabledandKsh2.5billionfor the rollout of universal'health: coteefagecounties on a pilot

basis

Mr. 'Speaketp continue with: the initiativesahkl President on universal health.care, we have
provided a total Kéh 137 billiono further support the ‘Free:Maternal Healthcare programme

andtheleasingfmedical equipment



Mr. 'Speakenn view: of \the increasing cases of cancer relateceadatbsreening and
management isnperative We have -allocatel{sh 7.0 bbillionfor 'leasing ' of :Computed
Tomographycanners Equipment, which-will help-diagnose ‘the disease at early stages and cL

cancer deathishave also allocatédh 400 milliorfor the establishment of Cancer Institute.

Mr. Speakemther -allocations improve -health service -delinelydeKsh 2:9nbilliorfor
Dactors/Clinical Officers/Nurses: internship  pro#sinithé billion for ‘Kenyatta National
HospitaKsh 7.7 billion for Moi Teaching and-Referral Hdsghtal2billion for Kenya Medical
Research InstitaedKsh4.7billion for Kenya Medical Training Centres (KMTC).

Mr. Speakenn affordable housing programme, theesitiat plan to implement will draw in

private sector involvement to develop housing amigahst of Kengaranafford.

Mr. 'Speaketo roll ouhehousing programme, we have préish8d billionfor construction
of affordableocialhousig unitsby the Government d¢sh 15 billion for .construction of
housing units for police land Kenya prison Wfeckeyalsoprovidedsh 15 billiorfor ithe

Civil-Servant Housing:Schemet& sagport the offtake of the housing units.

Mr. Speakexye plan to provide infrastructure and utilities to urban:land.owned by both Natior
andCountyGovernments and invite the private sector to-develop affordable housing units. To t
end, we will restructure/the Kéryan Support Progranitumu Urban ProjetiNairobi
Metropolitan-Services improvement, Rogpecvid&sh 18.4billion to support the servicing of

land in, various tewvinthe .country 'to bring in private developers-into the affordable housing
programme.

Enbtab breinesigfoorianiThe Bi g Four o Pl an

Mr. Speakeras || stated earlier; the Government has: successfully implemented:the Econom

Transformation/Agenda during-thelast five'years. This has/created a strong -and solid found



foreconomic transformation and industrialization:as envisaged in the KenyBwidiog 2030.
on the progress made thudiarSpeakethe strategy going forward, will-involve-implementing
the i programmes and politias suppodchievemerd f A Trhue ~aBg0 @gs/tdabsier 0 P |

economic growth and job creation.

Mr. Speakerto achievéihe Big Fouo Plan, it will.-ber critically important -to- ensuitee that
followinkey enablers are implemen@dcontinued maewonomic (stability; (i) -enhanced
security; (iii) targeted: infrastruterexpanded technical training; (v) technology innovation; (vi)

and finally -addressing vigorously the .cancer of corruption.

Security

Mr. Speakemrecognizing the importance of security-as an'enabler for-the achievement of ol
development goals; the:Government has continued-to irfiesdatgeted at supporting

our security forces and: guaranteeing Kenyans' safety. We shall buiping: Heeuwity

reforms: by scalag investments in:security:infrastrudtireSpeakerto support these
initiatives, 1 have set adfdé 8:9 billiofor enhanced security operat@hs29:8; billiofor

police:and military moderniz&tstm3.0billiorfior ‘securitizing rour bordedkKsh 9:2:billion

for leasing of police service vehicles.

Mr. ‘Speaketp improve theelfareof our: police officdrbave -allocatddsh 6:5ubilliorfor

Police:and Prison Officers:Médsztaance Scheme; and Group-Life dlnsurance for Police.

Infrastructure

Mr. ‘Speakerwith rregard: to infrastructure ras an-enabfarther. .enhance. movement of
Kenyansand reduce the-costrahsportation of .goods; I have allocated akskall®f9
billion for orgoing road construcponjects; aridsh 747 billion forthe construction of:Phase

2A of the SGRhaveaalsoallocatedsh 2:7:billiofior thdMloembasa Port Development Rroject



andKsh 1L4bbilliorfor ithe:expansion 'of Malindi, Isiolo-and Lokichogio Airports:and Kabunde
Kakamega, Kitale and Migori Airsttipsddition, |- have setaside funds:for emergency repair of
roads damaged by the recent floods acrossithe country. | will-also-be engagingour develop

partnersowards mobilizing additicesdurcefor the same purpose

Mr. Speaketo support generatioradéquatand affordabémergyl have allocateldsh 12.7
billion to supportheexplorationf geothermal, wind and setarurceandKsh 48 billion for

the exploration-and distribution:of oil-and gas.

Mr. Speaketp connectmore Kenyans to affordable eledthei, set asidésh 5.9 billion

for rural electrificatamal connection of public faciKse®.7 billion for Last Mile_.Connectivity
Ksh1.0 billionfor the natnal street lightning prograrkstes.5 billion for [Eastern Electricity
Highway Projecthigpia Kenya lnterconnect&igh 1.0:billiofior substation:installatiksh

1.0 billion for installation’ of:transformers in ! constituiéakie) billion for Connectivity
SubsidyKsh 12:6billion for LolyangalaniSuswal transmission, liia&ad: compensation and

counterpart fundingdKsh 3:1:billiofor Nairobi 220KV Ring

Human Capital Development

Mr. 'Speakethe provision of quality and relevant education and training is critical in equippir
Kenyans with skills necessary for industrialization: For this Geasonmitet willctes on

impreing -and expanding Technical acatidhal Education argining institutes in-order to

equip the youth with the relevant skills.necessary: for industoalth&tio@ason; we have
allocatedsh 16.0billion for 'technical -institutidios recruitment additional 2,0@8chnical

training instructors; capitation: gt&mew technical training institutes, curriculum development
assessment and certificationcenter and Technical Vocational Trainisd 8l thuitityn

to supportUniversity Educaimiksh 9.6 billioto the Higher Education Loans Board.



Mr. 'Speaketo further expand access to qualityedasatiorwe implementéte 100 percent
transition policy. inJanuary this'year. To susthevth@locatdtsh 5914 hillioforFree Day
Secondary ‘[Educatnogrammeln addition, 'I-haalocatedsh 13:4bbilliorFree ‘Primary
EducatioRrogrammed<sh 40 billion for examinations fee waiver for-aleigasand form four
candidates and Ksh 20 billion for ithe-School Feeding: Prografumiher, tincreasethe

teacher to student rdthave set-asidésh 5.0 billion for the recruitment of additional-teachers.

Supporing ICT 'Knowledge and innovations

Mr. Speakexye need to further develop our capabilities«in the areas of 'science, technology al
innovatiorL.eading thdrive the Government -has spearheaded major ICT investments including
the .expansion of Fibre OpticiBackbone Infrastructure across:the Counties which has facilit
reliable i higépeed navorks ~and  supportedjogernment - service ' and .innovation; among

businesses.

In this budge¥ir. Speakemye ‘have further enhanced allocations to support:the ICT sector and
improve Government service delivemavé/allocatedsh 1129 billiofor the Digital Literacy
ProgrammeKsh 8.3 billion to support the . ongoing- construction of ‘Konza, Gam@lex

millionfor ‘Presidential Digital Talent Programkish 3 0millionfor Digital Migration (KBC)

Mr. Speaketp support service delivery by Government agentiage set asidésh 300

millionfar Single'WindowSupport: Prajedksh 0.7 billion for .continued roll out-of 1IFMIS to
counties We 'have alsoconsolidated  all- ICTequipment and -licensing expenditure under t
Ministry of ICT in'order: to facilitate ‘better: coordination of: government:ICT strategy and elimi

duplication.

SharedProsperity

Mr. Speakewne have taken decisive steps to care foriand share with thetlcommunity by enhanci

support for the disadvantaged.



Social'Safety/Nets

Mr. Speakemnnder the National ‘Safety Net (Inua Jamii) Progmarhaveextendd cash

transferso vulnerable groups including older-persons, Orphans and Vulnerable Children (OV(
and Persons with, SevBisabilities (PWD4). Speaketo further relieve the plight of the less
disadvantaged in society, combat poveyoarote equity, the National Safety: Net has been
enhanced -as follow&sh 7.95billion for .orphansrand vulnerable children (G¥Q)7.3

billion for .cash transfers to the:relderly persoikshah@: billiofor .cash transfers to-persons

with:-severe disabilities.

Mr. Speaketp further support the less fortunate families; we haveks#t hidiion for
Children Welfare Sociesj1400million for the Presidential Secondary School Bursary Scheme;
Ksh 4.5 billion for itheKenya Hunger:Safety~Net: Pmogrant Ksh 8.5 billion for ithe

Equalization Fund.

FurtherMr. 'Speaket have set-asidésh 35.7billion for the National Govermment Constituenc
Development Fund; dsh 23 billion for Affirmativ&ctionFundto promote etpiand for

social development.

Empowering'Women; Youths' and: Persons with/ Disabilities

Mr. Speaker pur resolve to -empovtbe Youth, WomeneiBonswith ' Disabilitiesd cother
vulnerable  groups cthrough:various dnitiatives: including provision. -of  affirmative funds

reservation of public procurement opportunities-remain steadfast.

Aleady,Mr. 'Speakenve 'have saegistrationand advisory services for theseirgbps
Huduma ‘centers spread -across:the, country. The National Treasury is:closely monitoring

implementation:of the programmes to'ensure full compliancebyall public entities.



Mr. Speakewe will continue to create a conducive envirommenoi famall and medium size
enterprises (MSMESs) to:thrive as they are therpillar to create jobs forrour youthoWork is being

to provide funding in-an efficientmanner.

Mr. Speaketp supposports; culture amtisal have allocat&sh 200millionfor .construction
of a Sports' Academy, afsh 300million for completion of the tWMoalern National Library.
Funding for sports, culture-and arts will:be: enhancedysigiitiithe creation: of a wew f

that will-receive. monies from taghbetting-and .gaming.

Enhancing:Service Delivery:throughDevolution

Mr. 'Speakesince the commencement of devolution five, years-ago; it'is evident:-that resourc
are now closer to the people, decisions are made at the grassroots level and public participati
a regirement at every-level of engagement: The over Ksh 1.3 tslgonehat the counties

in the last five years has ensured uninterrupted service delivery by all the47 Catgnty Governm

Mr. Speakenn FY 2018/19, we: are. providing: to:-the CauiutidseiKsh 376.4: billion
comprising a sharable revensloBLl4:billiomndconditional allocations amountikghto
62.4hillionThe allocations in' 201 &4d8slates to 40 percent.of most recent audited revenues,
wellin-excess of the:constitutional threshold of 15 ipenadhbe additioto fundprovided
underCDFandNational GovernmgfftrmativéctionFund whichas we -all- know:goesito the

grassrootevelin addition to funds appropriatethiedagualization Fund.

Mr. Speakerye will. be.coming bacRadiamemnwith specific prdgto’ be funded: frome
Equalization Fund-asisoon:as the Commission on‘Revenue-Allocation develops the second f
on marginalized areHse previous policy expired:in this financald/deere was no basis to

prepardppropriation for thgualization Fund



Mr. ‘Speaker, wish 1o highlight-thies challenges: faci@gunty Governmeriisst, the
shrinking:county ownr source revenue colectind;escalation’ of expenditure arrears, which
deny local businessles necessary capital to support: gandtihird weaknesses in public

financial management, exposing county pobés iméeakage and wasteful spending.

Mr. Speaketp supporCountyGovernments toimprove revenue! collection; we have finalised a
policyto support the enhancement of county. own sourceWevbaane. alsaorepared the

County Goevernments-Revenue Raising Regulation Process Bill, 2018 fdrichguiatioles

of the process of introducing new taxes, fees and charges by county Hosasnmiemited

to address the concerns of double taxation-as goods-and services egueritpno dhe

next-and is .consistent with-Article 209 of the Constitution which:prohibits; revenue raising mea:
which/impede-the movement of goods .and services withiillkstahabe submitting these

two documertts Parliament for.consideration and -appmvélabinet approval

Mr. 'Speakerto stopthe growth -of -expenditure-arrears in counties, we have agreed with th
county governments thateatiipg bills shall be subjected to-verification. ' Once authenticated,
the arrears- shall be included in the budget as a first charge-on the respective County Reve
Funds-as-requiredunderthe:Public ‘FinancerManagement (County. Governments) Regulati

205. | urge county-assemblies and Parliament to ‘assist us by enforecing this agreement.

Mr. Speaketo strengthen-the capyagitcounty governments to:manage public finances, human
resourcesas well-as: tmonitor.and evaluate county: platisondict civic education: and
engage with:the general public; I have aketa@e8billion under'the World Bank spensored
Kenya Devolution Support Program @i 3khtend to scale upalesatioish 6.3 thillion

in the course tife yearln addition; iorder to-enhance public finance :management skills of
CowunteyneGaoveerin memnt s:0r olfifrircd alnss, e tehecnNat i one

of Government; including on public procurement

on



Mr. 'Speakemwe will continue to cooperate with county Governments to ensure quality, effecti
and -efficient: service delivery to our:citizens. In-thidMcoiesdkethe Government:has

partnered. with-the /African- Development: Bank to implement ‘a:program that seeks to impi
acess and quality: water; supply and sanitation services in-urban areas in Kenya; in a sustain

manner.

In additionyir. ‘Speakerthe 'National . Government -is ailaborating with: the Nairobi City
Countyrin the implementation of .the Nairobi Regeneration Program. Some of the activities t
undertaken under: this progranfiratecleaning 'of Nairobi-Rigsecond issuing over 50,000

land title toland owners:in the Eastlands of Nairobi Citlyir@odedtpngesting-the Nairobi

City 'by: creating Mass Rapid ' Transit :system' and:deploying -high, capacitjounrtises,
decongesting Kenyatta National Hospital by pepadihgic other health facilindsr the

Nairobi City. County. Government, such-as, Mama Lucy, Mutuini and Pumwani Hospitals.

Mr. Seakerto suppontegeneration of the Nairobi nivecollaboration between'the National
Government and: the:Nairobi: City County Government; 1 haveshlm8didicbn in the
budget for FY 2018/19.

Harnessing/Natural-Resources and-the Blue:Economy

Mr. Speakerwith 'the discovery rof. new:minerals;-we -are «determined. to rwork with mining
companiesrand .communities to grow the sector; attract new investment, create:jobs and se
industry ion a newtlpaf transformation and sustainilitypeaketo further support:mining
activitieand geophysical: mappingave: set -asidésh 509 millignand -a furthdfsh 500

million respectively

Mr. Speakerto further support development of the: blue economy,: | havEshll&i&ed

million for aquaculture technology developrdenbavation transfers.



Stimulating/ Tourism innevations

Mr. Speakeur strategs 'torrevive tourism sector bauge' fruitdvr. ‘Speakerto further
supportourisnactivitied have allocatétsh 1.Million to scale upromotion' GiourismiKsh
340 milliorfor 'sustaining: new markets:and sitting KehtB&Dmillion for capital lending to

hoteliers angsh 325millionfor restoration of Fort Jesus

Extractive Industries

Mr. ‘Speakeithe Early Oil' Pilot 'Scheme has inow taken roff setting: Kenya on:stage to join the
league of oil exporting countries: Like our neighbors; Kenya has the potential of harnessing r
other-natural resources and this-will further diversify our economy @hchpcbvigeetked

foreign- exchange ‘and job creation. lt is critically: important,- Mr. Speaker, that we desig!
fromaame worr ko fcorry cmamncagilengot thhesse new scre sour Cce s
this .context, we have already completed:the Siesitighund legislation 'which will-help us

deal with the potential' windfall of resources from the extraativerseisn help us manage

the rresourceesponsibly for-the current/and future genafétionill soon be submitting this

legislation to this august House after Cabinet approval.

ConcurrentiMr. Speakerye are :working 'with: our-private r sector partners to 'develop the
necessary infrastructure to evacuate and achieve :early monetization of-our crude oil resource
thisiregard, work isgaing fo(i) the development of the Upstream-facilities which include drilling
of over 200 production-wellsand the installation of the necessaryibtledritbnglltav-the

flow: of 60,00080,000 barrels of ail per @ixyhe development of the proposed 821km crude oil
pipeline from:Lokichar oil-fields to; Bachu(iii) the -export facilities-at Lamu.: As ‘this is a
commercially-viable gojwe plan to deliver it: on:a project finance' basis without recourse to
public debt. " The Government will,-however, invest-as a shareholder in the integrated project

will provide public sector facilitation-as necessary.



Managng of Wate Resourceand Safe Guarding the:Environment

Mr. Speakerthe recentrought andloods that have' afflicted most parts of our country
underscores:theed to preserve our forestemavidonmeritherefore, to'enhance and sustain
environment protection, flood control and: water harvesting-iriteexentitiosatddsh 7.2

billion for Water ResourcerManageiKseim83.7billion for Water and Seage Infrastructure
Developmersh 2:9ubilén for Environment - Management-and PrqotéstioiO: Sillion for
Forestsand Water, Towers Conser¥atiodi3 billion for Integrated-Regional-Development

andKsh2.2hilliorfor Meteorological Services

Mr. Speaketp further .enhance our cap@adigndle the effects of floods and other disasters in
thefuturethe Cabinet has appravwedDisaster Risk/Management Policy and Disaster Financing
Strategy as:well as DisasterRisk Managemeint &duotidon, the: Cabinet has-also approved

the National DroughtEmergency Fund-for timely maobilization:-of resources to fund intervent

mitigation-and recaovery.

VII. Structural-Reforms
Strengthening Gevernance

Mr. Speakera key:-enablerforhachieving:the  big: four isi eradication of @dinoption.
vigorously addressing corruption we will not-achievel our aspiration-of becoming: a Middle inc
country.with high:quality’ of life.- It is critical, therefore:that each armof' Gdlaernment

Legislature, Judiciary and the Executive play its role firmly and without fear or favour.

Mr. Seaker,the newConstitutioprovides fomdependent -institutjoG®mmissiongnd
institutions-dealing with-Governatechave strengthened the Multi Agency team enabling them

investigate, prosecute and recover corruptly acquired assets. Additiorallyauvee thave



oversighand legislative role of Parliameiicagds to Justidts,allocatingsh 368 billionto

Parliament aikbh 15.2billionto the Judiciary.

Mr. 'Speakenwve have undertaken refoomsnprove the Public Procurement and: Disposal

Systemrinorder to-effectively -and efficiently manage rour -resources ‘as provided for in

Constitution. This has simplified the:procurement process.

To :enhance this furthvee intend to revamp the procurement process.:Firstly, we will shortly be

submittig to Parliament the Public Procurement-and Asset Disposal Act (PPAD) regulations. A

me Mr. 'Speaketto sharesome of the major highlights-of the PublicrProcurement and Asset

Disposal Regulatiowkich provides for;

l

One, -stablishment’ of rcommon: useragency. that will facilitate . and ‘manage the
procurement of standard goods/ items. This & r@apdg economies: of sadiide

minimizing expenditure and having standard pricing on such items;

Two,-ahancememt the @rocurement platform toimprove efficiency and effectiveness,

accountability and tramepcy: in the procurement processes;

Three,; pvisionso facilitate: prompt payment for performed-contracts within:60 days upor

proper certification of.the same;

Four, pvisiondor firms that supply manurfad-articles, -materials or supplies wholly
produced or. mined ‘in: Kenya to enjoy: various margins of preference in procureme

evaluatio(BuyKenyebuild Kenya policy)

Fifth,margin of preference: shall also.be extended tolocal :contractors/suppliers wher
Kenyans are shareholders and offering goods manufactured, assembled; mined, extrac

or grown iKkenya.



1 To thiscend, all -accounting: officers of procuring: rentities-are required to procure iter
manufactured in riga to-embrace: tiheyKenyauildKenya rinitiative.  Whene
accounting officeruisable to procureitems wholly or partially 'manufactured in Kenya,

he/she shall.cause a report detailing evidence of inability. to-procure such items;

Mr. 'Speakexye intend to - make procurement as transparent/as/possible yirelisgwethr d ay 6
Presidential -directive -on: Procurement-Process and consistent with-the 'provisions of the P
Procurement and: Asset Disposal AcalP@tEounting Officers of MDASs and-Parastatals are
required to publish' and publicize all- procurement coheacigebnites, the 'State portal and

tender notice boards with effect from 1st'July, 2018.
The publicatiddr. Speakeshall contain the following information:
1 Names and designations-of the tender evaluation-Committee members
1 Thename! of the contractor/supplier awarded the tender
1 Names of the directors of the awarded firm
1 The:contract price/tender, anth
Y The contract period including. commencement and corapletion dat

Accordinglyir. ‘Speakemll the'Accounting Officers will be expected to-share-the reports on
contract awards to the National Treasury 'and the Public Proacurement' RegulBRiRAAuUthority
for publication onits website notices. This directive:will.enhance transparency and accountabi

the public procurement and Asset disposaimyeceed

In additionMr. ‘Speakenve are.working vedpsely. with the key:investigative agencies of
Government, including'the EACC, National Intelligence and the Director-of Criminal Investiga

to identifgnd seany loop holes that corrupt individuals may be using within the IFMIS system.

op



Mr. Speakerto strengthen various institutions that ar@edaiodfiight corruption drcthmtry
| have dbcatedKsh 2.9billion to the Ethics and Adirruption . Commissksh 2.9 billionto
the Department 'of Public Prosecitgin$61.0Omillion to the Assets Recaovery Agdésty
5870million to Financial -Reporting | Cemtsh 6.4 billion to the ‘Criminal Investigations

ServicesandKsh5.1billionto the Office of the Attorney General.

Financial integrity

Mr. 'SpeakerKenya has made significant steps towards improvidgomeyAhaundering
measures; and abiding; by:global: standardsmameytiaundering and financing of terrorism.
To 'further tighten these measures, | propose to.amend the'Proceeds of idoneyand Ant
Laundering Act to address money laundering and terrorism: financing: risks asseciated with

facetofacelbusinesses and transactions.

In additiorMr. ;Speakel, propose to include the Sacco: Societies Regulatory:Authority as one of
the supervisory ‘bodies-under Proceeds of  Crime-ModeRriaundering Act;to give the
Authority: a legal platform to :monitor the:.compliance -tdkiep&MNCCOs in respect to

prevention of money laundering and combating financing of terrorism.

Mr. ‘Speakegurrently there-are llimited criteria-for assessment of applicants to acquire casir
operations:license. :Itriscimportantthat before: issuance of thecasino licens&dindividuals

companies-bevetted inorder to-adhere to global standamimen Euindering measures. In

this rregard, (I propose to introduce: a legal framework:that will ‘enable the:Betting, Control

Licensing Board to take into account a wider crieetindastaking the fit and-proper test.

Parastatal-ReformBublic/investmentnd RublidPrivatePartnerships

Mr. Speakerthe -strategic role -of 'state:corporations in:the creation of -aconducive busines

environment and the implementation and delivery of key development priorities:cannot be gair



To esure that these corporations continue to play a catalytic role in:the delivery of our econac
and-social-agenda, we will undertake key reforms:aimed at-addressing systemic. weaknesses i

parastatal st#ector.as well as ‘address specific challemgesdaddual-institutions.

Mr. Speaketp addresshesechallengesrand align the:mandates of specific cotparationd h e
Bi g Fouro Phan;, westructuring dmeasymagiudchg (i eefotmingsthee c i f |
Agricultural Finance Corpor@iea)o help deliver dood-and nutritisecurity(ii) 'merging of

the [Industrial and Commercial Development Cafi@&t)eith the Industrial Development
Bank(IDB)and the Tourishinance Corporati@iC)o creat¢he ‘Kenya DevelgmhBank
with-enhanced capacity to. meet the financing requirements of kay(sgatromementing

initiatives to address thechallenges of government investments in-the banking sector

Mr. Speakenwe willalso be. reviewing the privatization programme:with a view to identifyin
unlocking -and prioritizing: transactions \with: high-impact potential in- the rimplementation of
national development -agenda. - In this regard, we seek the cooperation: of key political ac

without whose support the programme-will-not succeed.

Mr. Speakeri-1Ke niy a 6:s avVvicatiison S '@ coveo 'the lhst decadea c e d
characterized most notably by the turbulent: performance of the national carrier and the los

business by Jomo Kenyatta International Airport to other competing regional hubs.

Mr. ‘Speakeif Kenya has toachieve: its objective & fpp@mger aviation hub intheregion, it
has'to begin to look at its aviation assets more: strategically as key contribataishes GDP
starts with-having a @vathss national airline and world- class airports; starting: with JKIA as the
main gateway to the couvteywill, there®y be restructuring our aviation sector to-enhance the
competitiveness of ournairline and rkey: airports/ particularly :JKIA, ;as we position Kenya as

international commercial and financial hub.



Mr. SpeakellVe are presently in the process of establishing the National Toll Fund as a spec
fund to: support-the development of world: class national trunk:roads; key among which, are

Mombast Malaba and Busia, as wellras Lamu to hinterland destinations.

Mr. 'Speakeynder the IPPP: programme; two:road annuity projects have:reached: financial clos
namely (i) NgoKgseriattsinya:and (ii): Kajidow@roro roads. These roads will, shortly -progress

to construction.

We have also signed contracts for 6 other projects, namely /(i) the L050MW Lamu Coal Pc
Plant, (ii) 3/PRPP projects to-deliver diZdbthermal Power at-Menengai (each being 35MW),
(i) 'Wapgamatar and RhaMeandera Road /Annuity -Project; .and-(iv) -Kenyatta University

Students Hostel project.

We rhave: also launched tenders for: (i)-Nakudau Summit-PPP Toll Road: project, (ii)
Second /Nyali Bridge Toll-Project, (iii) Moi (University Students ‘Hostel Project; (iv) South Ea:
Kenya Univetp Students Hostel Project, and(v) Embu University Students (Hostel Project.
addition, we:have completed:contract negotiations on the-Likoni:Cable Car Project at Moml
and we have four (4) other PPP projects,currently under contract negotieidtzadade
Annuity - Programme. '[Further, papipeline -of 'more. PPP - projects ris underpreparation
implementation.These-projects are drawn: from-the health; tourism; water, solid waste, ene

ports; education; agriculture, housing; and manufactsring sector

Mr. Speakegllow me at this: stagéniote Kenyan Pension funds and other:local institutional

investors: to-consider PPPs as' a (distinct asset class, and to partner -with:the. Governmen
enhanciung ccouro eountir ydse capacipteys forn PPPs.
criticatole, particularly, in providing local currency: financing for' PPPprojects thereby significa

derisking projects from foretgrency funding exposure.

oy



Mr. 'Speakerto create: a:more robust framework: for; the implementation: of PPP projects th
Government intends ‘to: revamp the PPP ‘Uhg wiith: ©f speeding up ithe pace of project
preparatory activities, while being mindful-of the need to-ensure projects are well prepared, at
considerations: required: by law are taken:into account. In this regard; we have completed a re
of the ' PPP: esystem:and undertaken a legal-audit-of the PPP Act 2013: This work informed tt
need/forramendments to various: statutes:which -are - bmigrestthisise.  The proposed
amendments focus ion-project:land acquisition -and reduction of the bureaucracy associated

PPP; project development.

We shallialso- be ‘undertaking administrative -actions -aimed: at: speeding up project turnarc
times. ' These include (i) establishing: shortlists: of -advisory service providers:(ii) standardi

projectacuments rand (iit) resourcing the capacity of the/PRPP Unit to.deliver its mandate.

Mr. 'Speakenext week: | shall be launching the PPP Disclosure Portal, whichlis'an online platfo
through which allr our stakeholders - ‘can -access all'Kenyan ' PPP data. This isiour commitr
under the /Access to imédgion"Act, 12016, and-a demonstration .of rour-willingness to remain

accountable to-the people of Kenyafor the efficient utilisation of their resources for their benefi

VIIl. Financial-SectdReforms
Strengtheimg Financial Sectoregulators

Mr. Speakeithe ‘Government continues to implement-measures and reformsaimed at furth
deepeningrand strengthening the financial Asectaesulthe ‘Kenyan financial sector has
witnessed an upward: growth 'trajectory-oversthesigsiars witthe proportion of the adult
population-having access: to: formal financial servideg frmreés.9% in 2013 to 75:3% in
2016 The-efficiency 'of the financial sector -has also generally been on-an upward trend over

lastten yearsrmainly dnmvey innovative financial service delivery channels introduced by the



players.- Similarly; - financial  stability-has ‘been boosted by -enhanced -credit-risk managen
systems:as well as the improved economic: cohditiever|ending to rprivate sector

(enterprises) in/Kenyaltabsmixed results over the last two years.

Mr. Speakerou recall that AugusR016! the National- Assembly sought to- address the public
concerns about thigh cost of credit through the Banking (Amendment) Act, 2016-which impose
a maximum rate of interest for.all types: of ‘credit offered by banks, as well as a minimum ra
interest oninterest earning-deposit ackbuliseakethe interest rate ceilagcontributed

to slow growth in credit to the private s&edtespecially micro, small & medium enterprises
(MSMEshithe-agriculture and trade sectors..Maoreover; the aim of the amendment which was
expand access to financial services and increase return on savings has not been achieved
banks have shied-away from borrowers they consider riskier and bave ghecegamum

lending rate. ' At the same time, they have concentrated on eitherigtdsigeaomng

deposit accounts or reclassifying interest earning deposit accowtisnt@damsds which

do not-earn interest. ‘As a result; financial -access and economic growth have been adver

impacted

In this regarthe Government.is putting:in place a package of reforngpéimmenhiginding

to the private seoudrile at the:same teneouragginnovation in.the financial sieck@nya

Mr. Speakelet me detail. some! of the linitiatives-that we-are rundesidttiags the above
challenge our effortto have: a fair, transparent, competitive; efficient and accessible credit

market torserve the needsmobnchi:

Mr. Speakerin order toenhance access 'to affordable credit torMicro, Smallrand Mediun
Enterprises (MSMES) which are regarded as high risk ther@wensmens working jointly

withtheprivate sectand development partteratroduce 'a National Cregita&te&Scheme



(NCGS) as a policy tool to direct credit'to MB&Esdit Guarantee Schevtigvork through

easing the financial constraints'of MSMEs -apd stardnabling them: to access capital.

Mr. 'Speaket earlier alluded to the establishment of the Kenya Developmeprdarded he
bankis expectetb play a greater role in providimg terroredit to oUISMESs and especially to

supporii e ‘Bg FouoPlan.

FurtherMr. Speakerin ‘order: toincreaftciencyresolve overlapsand make better use of
resources to-achieve economies: of thealéabinet has approBembhar&kenya Fuhby

merging ' Uwezo Fund, Youth Enterprise Development Fund and Women Enterprise Develop
Fund. The consolidationof the Withasult in: a stronger institution, with larger balance sheet,
that is better able to-make the investments in technology: needed in-a modern financial sectot

support the provision of laeger finance that MEMEsequires.

Mr. ‘peakerjn order torenhance access to credit-and-minimize the adverse impact of the intere
rate ‘cappingon:credit growtiile -strengthenirigancial - access iand monetary, policy
effectiveness, | proptzsamend the:Banking (Amendment) ‘Act, 2016 by repealing section 33B o

borrowers they consider riskier.

Mr. Speker, in order to sustainably deal with inadequacies in consumer protection anc
unregulated lendinghe financial sectwe have developelimancial Markets Conduct Bill,

2018 that comprehensively addresses these issues, and does away with piecemeal al
fragmented legislation on consumer credill Bee address the problems of predatory
lending and reckless behaviour by credit providers; exploitation of consumers by debt collec
|l endi ng without ryetqy rapayd leading to anighblevelsr 0d imdehtedness; a b
deceptive pricing; and abusive collection techigugseakerdraft Financial Markets
Conduct Bill, 20%&urrently undergoing stakeholder consultations before Cabinet consideration

nm



