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l. Introduction

Mr. SpeakeHonorabldMemberandFellowKenyantoday, | presentto the country the
highlights ' of .the ‘Budfget financial-year 12019/24b 'this inperforming ‘my: fiduciary
reecssplo n: s obuildn il teyatoassnantehael in fuiil@entdof tlee mequardmeritstofe n
Section'40 of the Public Finbfaneagement Act, 201.2/and the 'Standing Order Number 241
of the National Assembly.

Mr. SpeakerH.E. the ‘Presidertion Uhuru Kenyattason several occasgimcluding
mast recently during-tB819 -State’ of-the ' NationAddress,' set auabiiousocial
economic-developmayegnda that speaks tokbayavewant This'has been captured
under th8ig ‘Fouragenddnichays oukey initiativelat will pidenyaon a bold-new
pathof rapid:and shared economic'growsthrgabon: an unprecedentpdceand
reducd povertyna sustained-basis

Vr. SpeakertheBudgetor FY 2019/24)s a strong foundation for achiesthg e s<i de nt
Big 'Foungendawhile-at the:same tiagiressing the followechgllengefacing our
economy

1 One creating anenabling environment for busaresseparticular for the:micro,
small.and medium-enterpnsesder to accelerate the growth «of our economy and
create'more jobs for ouryouth;

1 Two,theneed to be prudemdefficient iaurspending

1 Three the need:teonobilize '[domestic: resources: to (fund priority projects and
programmes;

Y Four, the neetb reduce our-fiscal deficit in: orcatdiize and: rediecourdebt
and

Y1 Fve, the needo implememnéformghat wilenhance our' efficiency and: make us
morecompetitive.

Beforaddressing tbechallengesllow méir. Speakdp say: a few words orréoent
economic-developments:-and outlook.

RecenEconomidevelopmentsrandu@ook

Mr. Speakeour .economy: icontinues-to- be: rewilid midst significanglobal-and
domestibeadwinds$n 2018, our.econognew by 6.3:percar from 4 Perceninthe



previous-year. This.grosttie highesd havdea recorded for-the past 8 ywaiwell

above theub:Saharan Africa regweraggrowthof 3.Qpercent anttheglobabverage

of 3.6percent, reinforcthg-advantages-of a diversified and reforming &tometgng

growth waattainedespite the risigpbal trade frictions.among major trading partners as
well-asuncertainties from Brexit.and renewed geopolitical risks.

Mr. Speakewe projegrowtlin 201%remain strong-at arothelsame levatin 208.
While/'there are risks-associated with ' delayed-long rains which may impact negativel
agriculture; we rexpsath risks: to- be -offsetcbytinued strong: performance i non
agricultural activiteegch-as tourism-and -construeer 'the medium term; we:expect
growth adver 70 percent as programmed activities ungigiFthe -agenda: gain traction.

Mr. Speakeithe risks to this'outlouktudenescalation’ giobal tradeslatedensions

a risenoil prices avdeatherelated shockShould these/rishaterialize, Keny; svngr o wt
forecastould be constrainedwevethe Government will take appropriate rmeasures to
mitigate any negative:impact.on growth.

Mr. Speakerlet me now turnitow were goingp addresshe challenges facingMs.
Speakerthe theme for tlyise @ r 6 '9s. Cheatidgjobst Transforming LivedHarnessing
thh ey FiuB Plag. Thisdhame desdpdtes with our strategies acstramiger economy Wit
generatenoreemployment opportunitiepaovde better livelihoodKényandnthis'budget
thereforaye ardaying a firm foundation for accelerated grashidrenmgrosperity.

ll. Acceleratingand sustainingnclusivegowth

Mr. ‘Speakeiin order tocachieve rapid iaphisive: . economic growth -and  ejqiand
opportunities for the youeghmust continue torimprove the business climate in.order for our
private: sector tor thrive:rTherefore; we must continueto implemistapraicient
monetary policies in-order/'to. achieve a low rate of inflation;-low but'sustainable interest
and-a competitive exchange rate

In addition,-we 'will continue with our.ambitious ‘business reformvinitiativesin order to re
the cost of doingusiness and encourpgeate sector innovationemcepreneurship.
Ourcurrentankingf 61 out of 180 countriegsheNo | d: dohg bugingsslicators

is notronlyhe 'hestanking we-have lsdfay but it-is also an indicationof our:-resolve to
improve our business:climate-and batommvestment: destinabom.aim inthe next



few years is tee among'the top 50 nations-iMtrklby continuirtg strengtheour
reformmagenda

Mr. Speaketast year, 1ramended therlncome: Tax jAct, to provide for a'deduction of thir
percent (30%) of the total electricity by manuéasctabatsubject to the conditions to

be set by the Ministry of Engigyspeakethe Ministigf Energin consultahowith'the

Ministry ‘of Indusifyadeand Cooperative Develophsnhowleveloped tieamewark
that.wilbe used so thatanufacturecanenjoy this incentiVée .expechis incentivie

reduce the cost of electricity-to’manufacturers by abouto2®@kearalr products
competitive in-the regamd this'should spepnomicrgrowth ameateemployment: for

the youth.

Mr. Speakethe largeraccumulation'of VAT refunds/with KRA arising from VAT on zero rai
supplies-has impacted:negatively on'tfleveasti liquidity of onanufactureand the
business.community-at-large:dniorder to fast track the return of theseidatfds to the
owners, l-have constituted a team at the National Treasury to:quickly validate the outstal
refunds with a view to clearimgwitbin 'the -next two - months:Speakein addition

there haslalsobeen alargeaccumulaion refunds KRA which- emandtem the 6

percent VAWIthholdinGax.We -areurrentlyworking on the: modalities-for settling these
obligations and lintend to .engage: the business community immediatyiauprder to
with-a:workable! solution. Going forward; we intend to lower the VAT ‘Withholding Tax
level that will elimirthie neefbr KRA to make refuhdslbe making proposals telower

the VAWthholding rate underithe tax profaisalsthisBudget Statement.

Mr. Speakenn ithe pending b 'haveevieweexistingpending bills: as-directed by

HE TohrecccPirders hedeernitadardu nyicenig: ot niadslition thepayraents Ma d a
we'have made faywe have prioritized payment didedbilliorof theverified pending
billswhich:will-be: pddfore - end' tis monthThis:should eliminatestpending bills

owed to/theoyouth,women jandpersons: living-with: disabilities under:.the Access
Government Procurement Opportunity. The clearance of this bawhkdogysHmulality

to our suppliers‘and contraatat$hereby boost our.economy

Mr. ‘Speakeour micremall-and medium-enterprises (MSMES) play a:critical role in wealt
andemployment:creatidfe have:listened carefully - to their.concerns whichiinclude limited
access to credit, entrepreneurial skillsrand markets,casungdeasonegulatory and

working environment.



Mr. Speaketo facilitate faster clearance of cargo,H.E:The President in May 2019, direct
the 'Minisj of Interiorand: Coordinat@ollaboration 'with-other GoverAgesmaie 30

ensure allimport and export consolidators undergo strict-vetting; registration'and gazette
before they are allowed to-operate atyall-the-ports-of .entryand'clearance.-This will re
delaysiin-cargo clearance into the country for.most Smalbtargmperating under the
consolidators; reduce tax evasion;-curb:theillegal importation of contraband and counte
goods;and reduce delays in cargo clearance:into the country.

Mr.:Speakethe Government has been supporting MSMEs thisigtfisraatve action
fundsiincluding the-Uwezo Fund, Youth-Enterprise-Development Fund and Women Entel
Development Fuiaincreasefficiency argiminateverlaps have consolidated the

three Funds into-one-to be knoBiassara Kenya FuHde Fund will give special priority

to businessesvned by youths; women and-people living with: didabiReegilations
establishing «the::n®&und have ' beempublishedfter 'being subjected:to -stakeholder
consultations and 1 bélsubmitting theta this-Housday Mr. Speakeitp further

improve access to credit for SMEs; lastmonth,-we-endorsed a mobile loan-product knov
Stawi'leansvhich offers unsecured:-loans:to-small-enterprises.

Mr. ‘Speakerthe (Governmentothrough' the!:Ministry rof Information; -Communications ar
Technology in Partnership‘with: Academia; Civil Society.and the Private Sector has set
pryogroam fkenbog nitcak v ReA g npamdie whosce ckai om0 s
availablandskills.demané major objective of the program is to.enable .over one million
youths:annually tobe-engaged as'digital-freelance workers;in order to provide stabilit
the youit engaged in this program, the Gevernment:has proposed that theyouth registe
in the program pay:aregistration fee of ten thousand Kenya shillings for the next three
in liewof income tax with effectsh@amuary 2020. In this: redardSpeaket propose

to amend the:Income Tax Act:in order torexempt registered: members:from regular tax.
forithe specifiecrioel.

Mr. ‘Speaketrthis registration: fee will-be paid tothe AjiracFund throughwhich the yout
oriented program will be financed forthe benefit of our young people - who:need to be eng
in tangible programs. In this.regard; a framework for.the registration of the ‘Ajira member:
modalities’ of collecting the fee as well-as the structure for the utilization of the Fund w
put in plac®ir. SpeakethisFund that will. promote growth-of local business that generate
digital-and digitadiyabled job# thisrespect, |:-havetsaside Ksh 1.0 billionas seed



capithfor the Fundlencouragthe MYuth-and Women to-take advantage of this funding
window to-establish and grow their-businesses

Mr. Speakeiin order to:take! full advantage: of the prefereneser@atianin the
procurement Aridproma local industries throtiggd B u-y - “Ke<ny: anitiaBve,i | d K
we aren thepprocess of developing -acatalogue: of-itemsi-that are locally: manufacture
assembled, mined;or.grown in: Kenya and whichwill-be given priority inpublic procurer
Accordingly; no tax-.exemptions witvisep for any items on the catalogue.

In this rrespecMr. Speakemith effect fronst July -2019; allinistriesPepartments,
Agencies and othublicEntities:are required; to give exclusive preference in procurement
of motorvehicles and nmtoles from firms that-have ass@hablin Kenya. This will

go @ long wayspuringthgrowth of local auxiliary-industries ‘and -eni@nposese
employment opportunities-to the youth.

Mr. ‘Speakene havaeceived numerccmmplaints: relating-to late payment,and even
norpayment of suppliers by businesses and! contractors: who enjoyrelatively supel
bargaining positions: The most affected:are:Small.and Medium Enterprises. To addres:
situatiorylr. ‘Speakel have prgsed-amendments to the,Competition/Actto empower the
CompetitioAuthorityo deal with:'abuse 'of buyer-powerrand ensure prompt-payment to
suppliers.The proposed amendments shall also provide for penalties foriinfringement of
provisions.

FurtherMr. Speakemgoing’ forward-the National-Treasury will.endeavor thaénsure
payments to suppliers-of goods -and services to the National Government.are made wit
maximum ' of 1 60: days.: This, ‘Speakerwill support our-MSMEs and the-business
community -l expect all the 47 County Govedatatentsie from this'and ensure prompt
payments for all supplies-delivered to:their r&specties

Mr. SpeakerGovernment wstireamline the cprocesPadVerification' of Conformity
(PVOQ)so thadur businesommunitstops: sufferinigmurrage charges atieicosts

while clearing their goods: at the point of erag. Adrn caused by additional inspections

of imports by tKenya Bureau Stiandardand-a host of other agenbesSpeaketp
address'this challengdyas been-decided thhate 'the Piderification’ of . Conformity
(PVOC) has been doneat the point of-export-and information relayed toour Customs
Standards teanitbe same goods showltbe subjected to further inspecti@sshere

is priorintelligence oncampliancén-additior. ‘Speakethelogistics at the Port and



at the Inland-ContaiBepot will bestreamlined-to have the customsemseritial
Standards team only.

lll. Improving kpenditureEfficiency

Mr. Speaketurning to-expenditures, we must ensure thatour scarce resources are used
the rmost ‘efficient and effectivecmanner. Accardiatilg, start ‘of this financial,year
Government-hasplementedew initiatives tontairgrowth, oéxpenditurd=irst, we

adopted: arzebased budgetipgocesto weed out npniority- expenditufesmthe
budgetsecond we 'have adopted a policdpahew projedts ensure that. Government
completesngoing projedisird, we-are reviewing the portfolio-of-externally funded projects
with-a view to-restrungand realigimngthem with thiBig FowPlan and fourth, weare

takng measures to:reduce: spendingporespecific programmesich-are not of high
priorityAll these initiativéty, ‘Speakehave helpedolower our.expenditures

Going forwandy. ‘Speakeme wiltontinue take bold-actions to'contain-ourexpenditures
furtherrin the: next finan@akin order to further reduce the! deficit. This: will: entail the
following:

TheWage Bill

Mr. Speakethe public-sex wage bill contiateerisdeaving-fewer and fewer resources

for developmefertainly, thisis not-a good practice and no'meaningful development ca
be realized, unless we reverse theMierfgheakein orderto contain theage bill,
proposéhat we limit strichigextension of service fositn@ficant number of civil servants
whoare rretiring after the: age of-60 yeaadditioriVir. ‘Speakeryve wilrestrict:new
recruitment to kieghnical staff; security personnel; teacheeslinavorkefSurther,

Mr. ‘Speakem cleansing’ofthe:wage bill will bel-:undertaken to roet .out ghost workers
Government wallsofast ‘track migration:away fromthe' dotegmated Payroll-and
Personnel Database 'SystBR) to IFMIS Human:ResoMaedule torimprove payroll
management.

Domestic:and-foreign:travel

Mr. Speakerexpenditure @omesticrand foreign:travel has been ghoevidgequent
travels. To limit-thisexpendiig are: exploritige use cofa more-efficient-cast cutting
approach;including usdgeaftronic-cards: system fpublic officetsavellingvithirand



outside! theocountry.:This oaald be jprdoaded with subsistenceallowandte
expended by Officers-travelling-on official-duty-on eligible -expignditures

GovernmentransportPolicy

Mr. Speakerthe Cabinet:is considering-a new:Government:transport! policy that wil
standardiztheinstitutional-framework for fleet:management and use sfftreksard
Government in/ordertoimprove efficiency -andlowdmson; the policy will promote

local iindustries by requiring -that allGovernment vehicles be procured-only from I
assembling plants.

OfficeAccommodation

Mr. Speakethe Government:-has beenrleasing-office:'space at higher than market rate
resulting inuge costo the Governmdeginningst July 2019, all.procurement of office
accommodatidny Governmewill ‘be: standardized with runiform: costdrdegsting

contracts will be renegotiated to-ensure:a standard rate.

ProcuremenReforms

Mr. ;Speakerve -are onocourse towards providing an elexttoread -solution on all
procurement procesddis Speakerthis will significantly enhance efficiency, transparency
and-accountability in: procurement. it will further provide procurement audit trails, enha
reporting and procurementtarsafgr better-monitoring-of the public procurement system,
efficient and-electrarchivingf procurement records-and availability: of onlimadppeal
complaintimechanism, among others.

Mr. Speakeweare now in thefinal stage of igb@mgviPublicProcuremeand /Asset
DisposdRegulations to/fully operationalize the 'Public ProcurdsseDespdsal Act,
2015..Our-assessment:shows that significant: savings'can'be achieved under Frame\
Procurement and.new institutional -arrangement for. Common:User itemsnthat have k
instituted inthe new; Regulations.

Pensionréeforms

Mr. Speakethe pension budget has increasmeebyhree foldthe last 10-years from
Ksh: 25 billion in FY2008/09 to'Ksh 86 billion'in'FY 201:8/19.-This'is Betustaimable.
Februanand May 2019, we conducted: a payroll cleansing exercise for grahsioners
dependants at-the/Huduma Centres across thetcautiienticate the approximately
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270,000 recipients of monthly pension pabgthmentVe are finalising the analysis
andwe expedaost-savingPension management:is '‘also being-impitbuwaigration to
IFMIS: since-May 2019.

Mr. ‘Speaketp address the-challenge of the rising pensionadbdgetfinalised-a new
NationalPensions Poding the ‘Public <ServiGaiperannuation ' Scheme: (PI3&
schemgwhich:will-be rolled imuthe-FY 2019/24ill .ease the: pension burden-on the
exchequerrand freecresources for-othercriticalp national 'priorities ‘while at the same
ensuring that-the pensionbudget ramstainable. Thisischeme: will allow portability of
pensionbenefits thus allowing free:movement of staff into. and out of Government.

Public/Investment Management

Mr. Speakethe Government will issue Public investment-Management Regulations whi
will provide ‘a: framework for. appraising and - approving new projects to be funded throug
Government buddatorderot enhance - transparency -and accoungdlhithtyapproved

and corgoingpprojects/will be availablePmbBcinvestment Managemaefdrimation

System portal.

IV. Increasing Taxdllection

Mr. Speakein addition to-the expenditure measures that:| have just.enumerated, domes
revenue mobilization'will be: critedpiog uachieve otiscadeficit target.

Mr. Speakel willbbe.coming: back latdrisrBudget Stateminbur proposéakation
measurethat will make our tax:system:more efficient. and strengthen-our revenues.

Meanwhile; inrterms:of administrative ‘measures:tor-enhance revenared cedlatction
revenue loophglesnumber of initiatives are undenafayling

Y Sustaining the figlgainst illicit: and counterfeit ihatkeas launched:last year
1 KRAwillcontinue tstrengtheand upgradbel CT:systemsncluding the full-rollout
of the integrated: customs:management system whichhas been delayed for too lo
Y Information  sharitiyoughMemorandum' ofUnderstandirg)gMvith -other
jurisdictiorts support the fight-against:drosser tax esian
1 Revenue Enhancement InisdR) that targahong othemnhanced scanning
of containers to'detect concealment; dmplemeatRigiootl Electronic Cargo
Trackingystento tackle transit diversions; implementation'of weledkd



strategy; Resolution-of tax dispungehancingivestigate capacity to support
revenue collection

Mr. Speakeweexpect the aboadministrativeeasures to significantly loowsevenue
efforts.

V. Fiscalframewark to:stabilizeland reducelour debt

Mr. ;Speakein the comingnAnciayear, we expect revenueduding-AA of Ksl2.1
trillion(19.7 percent of GDExpendituremd net-lendiage projecteat Ksh 3 trillion

(25.7 percent of GDIRaving Biscableficitncluding grardé Kste07 :8billion Inrelation

to GDP, 'thiscdeficit translates tpeba@nta decline froda8percenin FY 2018/18nd

7.4 percenfor '[FY-2017/1BIr. Speaketthe fiscal defiof 5.6, percent of GDPFY
2019/2Will e financed by netexternal financing of Ksh:324.3 hillion (3.0 per cent of GI
andnet.domestimancingf Ksh ZB5billion (B.per.cent'of GDP)

Mr. Speakewe shall.continueto remain gouldhised path of reducing the fiscal deficit in
the medium termvin-order-to-create more fiscal dpaeelacel the public debt

Mr. Speakeresource mobilization through:borrowing will be-inaccordance with the Pub
Finance'Management Act, 2012 and'guided by the annd@riviedhiktanagement
Strategywhichthis'House approves annually, ‘andselishto minimize costs and risks

on jpublic-debtand borrovdfitcial Developmessidtance on highiconcessional terms
will'be preferrémt some/ofthe external finawtitgmedium tolong term: Treasury Bonds
willremain'the primary sourcgoimestic financing.

Mr. SpeakerKenya:continues toc-meetiits skiceobligations promptly with no
accumulation of debt-arrears: Public debt iswithin:sustainabledevels and the debt burd
projected to-declinerover the mediuas terenmplemdisical consolidatgan

Mr. Speaketthe loan proceedse have ccontractqaimarily fromour multilateral and
bilateral «development ' parthaxse been 1used: to- finandevelopment: expenditures
including in such areas as ports, railway, roads; energylaislinfadstructure is critical
to the expansion of our potential growth and regional-competitiveradasgaikidnya

the /African hédr transportation; industrisd@mwitesectos. Nevertheless; the borrowed
resources must be wused wisely: Accordingly; theestaiellye &ubliclnvestment
Management Unit will -be -apprabimgfrastructure. projdm$ore: such projects are
committed inthe ‘budget, in' ordestablisitheir wvalue foromoney,raffordability and
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economic-return for the-benefit- of ithe currentrandfuture: generations in line with
Constitution of Kenya.

Mr. ‘Speakewye 'haveonstitutednd strengthedthe '‘Public ‘Debt: Management Office at
the'National Treasury-under a DiEesteral to-be responsible for public:debtmanagement
and-operations:\We haveated set of reforms to promote development of-the domestic
debtrmarket; anjimportant source of fifiarmimglevelopment programs::In particular,

Mr. Speakewe plan to rallitmeasures 10 .enhance transparency and predictability in the
issuance rand.trading process-for Treasury Bills:and: Treasury Bonds to-enhance efficie
lower costs and risks well adevelop an ‘effective yield: curve for. Government domestic
debtsecuritiesGiven the importance of Eurobonds in'our debt portfolio; we:will strengthe
the debt 'office to-adopt'imodern liability: management -instruments:to -reduce cost
settlement:risks aihdition to introducing an investor relations unit.

VI. Transfers to Counties

Mr. ‘SpeakeiCounty -Governmentshincthming financial- yeall rreceive proposed
allocation’of-Ksh'371.6 hibfavhichKsh 310 billiastheequitablshareand Ksh 64.

billion will-be conditional transfers, including Ksh38.7 billion fromour development part
Mr. ‘Speakell, am well aware that the proposal | have outlined above:on the Division
Revenue:between the:National-and County Governments negobpgabitie under the

Joint Mediation Committee established by thetwo Houses of Parliament.:\We look forwe
the speedy conclusion of the:mediation, mboessve expect will fully take into'account
the provisions of Article 203 of the Constitution.

Own Source Revenue

Mr. Speakem order tencourage the Counties to opomizeourcevenueollection

the 'National ‘Treasurycollaboration 'with the Council of Governoglemiént the
N-atai~omn a | P olahceny otComnly Sugpipeor tv-Shutch-Reveneeme n t
Furtheras per the Presidential Directive issuedin February 2019, the:National Treasury
established: amiagiency team to-.develop and implement:can-Integrated Revenue
Management System fornCounty Governments. This: initiative israimed ‘at eliminating
leakageandargecosts currently incurred by Countiesrin their revenue collection processe

Mr. Speaked ur s nhgicatichriths Coftl cnvamne i @alenueyresaarfpocest he  Co
Bill, 12018/ was 'submittedto’the:National . Assembly. ‘Pursuant/to- Article 209(5) of
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activities; or, national mobility of goods, services, capitall mrrgabdms House to
prioritise the enactment of this Bildeto ensure bettezgulation of the process of
introducing new levies by County Govetarsafg@iguattie gains made in improving our
business climate

Mr. Speakerye expect Counties to mattage finances in a manner that is consistent
with the fiscal responsilghtyciples, as set out in the PFM Act,wathilPespect to
development spending allocations, and control of expenditure on personnel emolument

Mr. Speakemyve also expect Counties to adhere to the Policy of clearing pending bill
pursingausterity measures and comgideigoing projects before embarking on new ones.

VII. Spendindriorities

Mr. Speakettet me turn toghlights of tii&vernment spending priorities in the coming
financial yearotal programmed spending for the FY 2a6i®4a6 tkish2.8 trillion

Fulfilling the Big Four agenda

Mr. SpeakeH.E the President has outlvefdur big areasf focusThese are:

9 Universal health coverage

1 Affordableousing

1 Increasing manufacturing contributioe¢ortbenygnd
1 Food and nutrition security

Mr. Speaket, et me outl ine how t he b Muhigies, s pe
Departments and Agencies while finalizing the expenditure estimates for the next fiscal
and medium term were required to align

Planin totall, haveallocated approximakadiz 450.8illiont o t he ABi g Four
and their enabling sectors
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