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SPEECH DELIVERED TO THE NATIONAL ASSEMBLY ON 10™ JUNE, 2010, BY HON.
UHURU KENYATTA, EGH, MP, DEPUTY PRIME MINISTER AND MINISTER FOR
FINANCE, REPUBLIC OF KENYA, WHEN PRESENTING THE BUDGET FOR FISCAL YEAR
2010/2011

1STJULY, 2010 TO 30™ JUNE, 2011

Mr. Speaker Sir,

| beg to move that Mr. Speaker do now leave the chair.

10  INTRODUCTION

1 IMr. Speaker, | am once again honoured to present to this August House the National
Budget. The 2010 National Budget comes against the backdrop of improved economic
environment both at the global and domestic levels. This is a strong indication that the measures
undertaken at the global level as well as those that we resolved to implement ourselves are
bearing fruit.

2. IMr. Speaker, we are today presenting this year® budget in a completely different setting.
e have received above average rains since Novenrber last year that now puts us in a much
stronger pasition in terms of water availability, cheaper electricity and food security. The recovery
of the global economy is underway and this is good news for Kenya, although some challenges
still remain as | will elaborate later.

3. Mr. Speaker, building on the renewed optimism, the Government commits in 2010 to take
further steps to put our economy onto a high and permanent growth path, as envisioned in our
Vision 2030. Recognising that high growth alone will not deliver all aspects of development as
envisioned, the government will scale up programmes and projects that we started in 2009 so
that every part of the country can benefit. The theme of this year® Budget is, therefore,
oTowards Inclusive and Sustainable Rapid Economic Growthd

20 RECENT ECONOMIC DEVELOPMENTS
21  The Goba Economy

4. IMr. Speaker, it is important at the outset to take stock of the economic developments at
the global scene, which may have direct bearing on our domestic economy going forward. Mr.
Speaker, as | indicated earlier, the recovery of the world economy is now underway buoyed by
increased confidence among consumers and businesses, as well as financial market players.
The growth of global output is projected to reach 4.2 percent and 4.3 percent in 2010 and 2011,
respectively, up from 0.6 percentin 2009.

5. The recovery of the global economy in 2010 is largely due to the stronger rebound in the
economies of mgjor industrial countries and resilience in key emerging and developing



economies. But it is important to note that the global financial and economic environment remains
wulnerable as evidenced by the recent sovereign debt crisis in Europe.

6. IMr. Speaker, like the rest of the world, prospects for growth in the sub-Saharan Africa are
also promsing. Real GDP growth for the sub-Saharan Africa economies is projected at 4.7
percent in 2010 and 5.9 percent in 2011, up from 2.1 percent in 2009. Growth of Kenya® major
trading partners in the East Africa Region, such as Uganda, Tanzania and Rwanda, is projected
to remain strong, at around 5.7 percent in 2010. Drawing on lessons from the recent crisis,
African countries must, as a priority, take full advantage of opportunities arising from increased
activity in the global economy to put their economies back onto higher growth path.

22  The Domestic Economy

7. IVr. Speaker, the Kenyan econony also recovered, albeit modestly, from the recent global
recession and other exogenous shocks, growing by 2.6 percent in 2009 from 1.6 percent in 2008.
This recovery was driven mainly by growth in transport and communication, trade, and building
and construction sectors. Equally important was the interventions, which, we, as a government,
undertook in the context of the Kazi Kwa Vijana and the Economic Stimulus Programmes to
address, in particular, the problem of youth unemployment and food security in the country.
Underpinning our ability to proactively intervene was the prevailing sound fiscal paosition, including
low public debt level and a stable banking system

8. IMr. Speaker, our prudent management of fiscal and monetary policies has ensured price
stability. Indeed, the overall inflation rate eased, falling from 14.6 percent in February 2009 to 5.3
percent in December 2009 and further to 3.9 percent in May 2010. Mr. Speaker, reduced prices
of food itens in the first half of 2010, which were the main driving force in 2009, complemented
monetary policy to bring down inflation.

9. IVr. Speaker, interest rates also declined significantly in 2009/10 with the average 91-day
Treasury bill rate easing from 8.5 percent in January 2009 to 5.2 percent by May 2010. This
outcome was largely the result of prudent fiscal policy management.

10. M. Speaker, the external sector improved registering an overall surplus of US$ 465
million in 2009 compared to a deficit of US$ 513 million in 2008. Official foreign exchange
reserves rose by over 30 percent to reach US$ 3.8 hillion by end-April 2010 compared with US$
2.9 hillion in April 2009. The exchange rate remained relatively stable during the last one year,
but it has weakened significantly since May 2010 largely as a result of the crisis in the Euro-zone.

11. M. Speaker, economic prospects for 2010 and the medium term are promising. Real
GDP growth for 2010 and 2011 is projected at 4.5 percent and 5.7 percent, respectively or 5.1
percent growth for FY2010/11. Growth in this period will be driven mainly by increased
investments in key sectors, including agriculture, services, infrastructure, health and education;
and targeted strategic development interventions, which | will be outlining later in my speech. In
addition, the good rains that started falling in November 2009, as well as the global economic
recovery that is gaining momentumwill help to expand agricultural output and drive this growth.



30  MOVING FORWARD: STRATEGIC FRAMEWORK FOR FASTER DEVELOPMENT

12. M. Speaker, as | have indicated above, economic prospects are promising. However,
there are inherent risks that still prevail in the global financial and economic environment as
evidenced by the current sovereign debt crisis in Europe. Moreover, we continue to face serious
challenges associated with climate change; unemployment, particularly among our youth; and
severe food poverty in certain parts of our country.

13. M. Speaker, these challenges underscore the importance of developing an economic
framework that promotes productivity and builds the resilience to enable our economy to respond
more effectively to the various shocks, while paying particular attention to our long term national
objectives as outlined in Vision 2030.

14.  This means, Mr. Speaker, focusing on key steps to strengthen the physical, human and
institutional prerequisites for a strong and competitive private sector-led development. It also
means focusing on policies and interventions that open up opportunities for upcoming
entrepreneurs to start businesses and create enployment, while ensuring food security and
equitable regional development.

15. M. Speaker, despite the challenges that we continue to face, we are now in a better
pasition to refocus our efforts towards our long term Mision as we consolidate the recovery that is
now undenway. The overriding policy thrust of 2010/11 Budget and the mediumtermis, therefore,
to consolidate the econormic recovery and put the economy back onto a firm foundation of high
and sustainable growth path. This will require steering the economy back to the 7 percent real
GDP growth achieved in 2007 and thereafter accelerating the growth further to reach our Vision
2030 target of 10 percent in the course of the next five years. Thereafter, we must maintain the
growth target at that level and ensure that the growth is broad-based and inclusive so that no

single Kenyan is left in poverty.

16. M. Speaker, to attain the high level of growth, we will implement measures guided by our
Strategic Framework for faster Development underpinned by a stable macroeconomic
environment and structural reforms aimed at raising productivity and improving business climete.
This is key to enhancing Kenya®& competitiveness and accelerating private sector investment.
Further, the Government will deepen its focus on removing all the constraints that prevent us
from exploiting our full economic potential. In this regard, particular attention will be paid to further
improving the business environment, increased investment in the key priority social and
economic sectors such as health, education, agriculture and critical physical infrastructure,
especially roads, rail, power, and port modemization.

17. M. Speaker, the Strategic Framework must also address the unemployment challenges
that we face, particularty among our youth. In this regard, the Govemment will equip the youth
with appropriate technical and entrepreneurial skills while at the same time putting in place
measures to promote the Small and Medium Enterprises for employment and income generation.
To complement the investment in social and economic sectors and to promote equitable regional
development for national unity and social stability, the Government will scale up implementation
of the socio-economic programmes for the marginalized areas, with resources dedicated for this
programme, covering agriculture and livestock development, education, health, roads and water

supply.



31  Entrenching Macroeconomic Stability

18. M. Speaker, the accommodative monetary policy adopted by the Central Bank to support
economic recovery has facilitated a pickup in credit to the private sector. However, we recognize
that inflationary risks may increase as the economy recovers and government spending
accelerates. Therefore, going forward into the mediumterm, Mr. Speaker, the Central Bank of
Kenya will continue to pursue monetary policy targeted at low inflation of around 5 percent, while
ensuring continued stability in long-term interest rates as well as maintaining a competitive
exchange rate that will promote Kenya® exports.

19. M. Speaker, we shall also continue to maintain a prudent fiscal policy stance as a critical
component of our effort to attain the 5.1 percent growth target for FY 2010/11 and expanding
economic opportunities for Kenyans. The proposed fiscal strategy underpinning the 2010/11
Budget takes cognizance of the reality that available resources are scarce and that there is need
to focus on national priority programmes that have high impact on our stated national objectives,
but within a framework of a stable macroeconomic environment. To this end, Mr. Speaker, the
overriding fiscal policy thrust will be to:

I.  Arst, maintain a strong revenue effort of about 22 T 24 percent of GDP, largely

achievable through targeted tax reforms;

ii.  Secondly, contain growth of total expenditure, while shifting compaosition of expenditure
from recurrent to capital expenditure and eliminating unproductive expenditures.

ii.  Third, within the development budget, prioritize infrastructural investments and enhance
execution rate of both domestically and foreign financed development budget; and

iv.  Contain the stock of debt to a sustainable level of about 40 percent of GDP in the
medium term so as to allow sufficient access to credit by the private sector, which is
necessary for driving economic recovery.

32  Towards a Common Market for the East African Community

20. M. Speaker, Hon. Members are aware that the Common Market for the East African
Community will come into force starting 1t July 2010. This is a very important milestone for all of
us in the Community because it will create a single trading and investment environment in the
region, which will be for the benefit of all of us. Mr. Speaker, let me, therefore, take this
opportunity to make it absolutely clear that Kenya is prepared to fully implement the provisions of
the Common Market Protocol from 1st July, 2010. | also call upon our brothers and sisters in the
Community to do likewise because we all agree that it is for the benefit of our people.

Deepening Tax Reforms

21. M. Speaker, the Government will deepen tax reforms in order to improve compliance,
broaden the tax net and increase revenue to finance our expenditure programmes that are
geared towards economic recovery. During the 2009/10 fiscal year, the Kenya Revenue Authority
took several measures to streamline revenue administration systems and improve efficiency in
tax collection and taxpayer service. The Authority in FY 2009/10 implemented a range of online



services that enhanced its ability to monitor revenue more effectively without the need for tax
payers to physically visit the Authority® premises. However, the Government is well aware that
more needs to be done especially to reduce the cost of compliance to the tax payers while
ensuring that the Authority meets the tax collection targets.

22. M. Speaker, in the area of Customs Services, KRA will introduce an Automated
Valuation Database System to strengthen the customs valuation function for purposes of
assessing and collecting international trade taxes. KRA will also rall out the Blectronic Cargo
Tracking System to enable effective monitoring of all transit goods in order to curb incidences of
diversion of such goods into the local market. This system will eliminate the need for cargo
escorts and thereby fast-track the movement of cargo across borders.

23.  With respect to domestic taxation, Mr. Speaker, KRA will continue with the
implementation of the Integrated Tax Management System, which will enable businesses to file
their tax returns online thereby reducing compliance costs substantially. The system will also
make it easier to process tax refunds, an issue that has been of major concern to the business
community. |, therefore, want to urge our business community to voluntarily embrace the system
instead of waiting to be required to do so.

24. M. Speaker, | would like to bring to the attention of all Kenyans that tax evasion is an
economic crime that is punishable under the Anti-Corruption and Economic Grimes Act. Going
forward, the Government® response to tax evasion will be robust and swift. Mr. Speaker, the
Governiment is aware that some Forex Bureaux are aiding tax evasion through engagement in
business activities that they are not licensed to undertake. To address this, | have directed the
Central Bank of Kenya and the KRA to jointly undertake a comprehensive audit of the operations
of the Forex Bureaux and submit their final report to my office by end-September 2010.

25. M. Speaker, the measures that | have outlined to streamline the tax administration are
just part of the solution in terms of addressing the compliance burden to the business community.
As | did commit in my budget last year, the Tax Harmonization Taskforce has conmpleted its work
and we have also benefited from international expertise on the next course of action to review,
comprehensively, our tax system Going forward, the Government will appoint a Tax Reform
Commission to come up with a tax code which is simpler and consistent with our \ision 2030. As
a first step in this direction, Mr. Speaker, | will fast-track a review and formulation of a new VAT
legislation to be tabled for debate in the next Budget. When enacted, | expect the new VAT
legislation to deal with most of the current challenges experienced by VAT taxpayers, including
refunds.

Public Financial Management Reforms

26. M. Speaker, consistent with the Government policy stance for Vision 2030, we will
deepen the public financial management reforms to reduce wastage, ensure efficiency and
econony in the use of public resources. The implementation of these reforms will improve
effectiveness in public service delivery and facilitate growth of private sector as the engine for
growth. To this end, we will continue with the strategy of containing growth of total expenditure,
while shifting the compoasition from recurrent to capital expenditure and eliminating unproductive
expenditures. In particular, development expenditure will rise to 11.7 percent of GDP in 2010/11,
up from 10.3 percent in 2009/10.



27. A citical component of our efforts to further entrench public financial management
reforms includes institutionalizing and fully deploying the Integrated Fnancial Management
Information System (IFMIS) on a single integrated platform To this end, an Action Plan for the full
roll-out of IFMIS will be ready for implementation by end-September 2010. Let me also add that
effective implementation of IFMIS will require all the key players to embrace the technology. In
this regard, all Accounting Officers will be required to be actively involved in its implementation as
part of their performance contracts.

28. M. Speaker, as | emphasized during my budget speech last year, we can no longer
afford to continue providing budgetary resources to ministries and departments that cannot fully

spend and account for resuits to Kenyans. In my Budget Statement last year, we committed to
enhance absorption of development budget. However, Mr. Speaker, while there has been some
improvement in the current financial year compared to the previous year®, absorption rate, there
is still room for further improvermen.

29. M. Speaker, through this budget, we are committing once again but with additional
actions, to enhance the execution rate of both domestically and foreign financed development
budget. We will achieve this by ensuring that Accounting Officers commit in their performance
contracts for 2010/11 to absorb at least 90 percent and 80 percent, respectively of all
domestically and foreign financed development budgets. All Accounting Officers will be required
to develop action plans for all their projects indicating specific timelines and benchmarks
consistent with full disbursement. Specific emphasis will be placed on ensuring audits are carried
out on time and all other accountability requirements are met.

Prudent Management of Debt

30. M. Speaker, consistent with Vision 2030 and Medium-Term Plan, the Government will
contain the growth in public debt to a sustainable level in order to ensure the private sector is not
cronded out. And we have demonstrated this commitment through this budget by reducing
domestic borrowing significantly from 5.1 percent of GDP in 2009/10 Supplementary Budget, to
as low as 3.8 percent in 2010/11. Mr. Speaker, as Kenyans are aware, the Government has
maintained a sustainable overall debt position. However, we recognize that the high cost of
senvicing domestic debt comes at the expense of more pressing and priority development
programs. In this respect and in pursuance of a process started in the FY 2009/10, the
Government has developed the 2010 Medium Term Debt Management Strategy (MTDS) to
provide operational guidance for debt financing at low cost, subject to prudent degree of risk and
consistent with maintaining debt sustainability.

31. M. Speaker, the 2030 MTDS has considered the global economic environment, the
macroeconomic and related variables and recommends maintaining the shift in both financing
and composition of debt toward long term domestic over the medium term. To facilitate reduction
in domestic debt, the Government ains to increase access to external concessional funds and
use part of the proceeds to repay the domestic debt already acquired. The savings likely to arise
from this debt management strategy will be used to finance critical and strategic priority

development programmes.



Deepening Financial Sector Reforms

32. Mr. Speakerwhile our financial sector continues to be strong, there will be need to
undertake further reforms to address systemic vulnerabilities that have become apparent
following the onset of the gexdmnomic and financial crisis. In addition to the legal reforms |

have outlined, | will be introducing amendments to the Capital Markets Authority Act to facilitate
the Demutualization of the Nairobi Stock Exchange during FY 2010/11.

33  Facilitating Business Development for Wealth and Employment Creation

33. M. Speaker, in today® increasingly globalized world, enhancing our country&
competitiveness is key to attaining our goal of becoming a middle income country by 2030. We,
however, recognise that despite the reforms we have undertaken, our legal and regulatory
framework continues to be an impediment to doing business. To attain our stated development
goal, we require a business environment that is at par with international best practice so that we
can attract the requisite private investment. In terms of our investment in physical infrastructure,
we are making commendable progress. But our regulatory institutions are not keeping in tandem
with the efforts to improve predictability and cost of doing business. Their mindset appears to be
aimed at preventing and not facilitating business.

34.  This Budget, therefore, proposes further measures to improve our regulatory framework
supportive of private sector-led growth. Mr. Speaker, one key action in this direction will be the
enactment of the proposed Business Regulation Bill, which is now ready for submission to this
House. Once enacted, it will not be paossible for our regulatory institutions and local authorities to
arbitrarily and unilaterally introduce charges and fees. Mr. Speaker | will be counting on Hon.
Members to support this important Bill. Hon. Members, we urge the Local Authorities to change
their mindset and appreciate that their role is to facilitate business and not to stifle it. In addition,
Mr. Speaker, Treasury will work with the relevant line ministries to review the policy and legal
framework of the regulators and where necessary, introduce amendments to remove all charges
and fees currently imposed. To finance their operations, funding will be done through the

exchequer.

35. M. Speaker, we also recognize that our Regulatory Authorities are not in the business of
generating income by impaosing high regulatory charges and fees on businesses. To guard
against over-regulation as barriers to business and to ensure surpluses realized by regulators are
remitted to the exchequer to finance critical development, | propose to amend the Government
Fnancial Management Act to require all regulatory authorities to retain only 10% of surplus funds
realized at the end of each financial year and remit the rest to the Consolidated Fund.

36. M. Speaker, we are also taking the necessary steps to institutionalize and consolidate
the country& business regulatory reforms and fast track the enactment of a number of Bills
designed to significantly enhance our investment climate. Among the important business reform
bills we intend to table soon include (i) the Companies Bill 2010; (ii) the Insolvency Bill 2010; (jii)
the Partnership Bill 2010; (iv) the Limited Liability Partnership Bill 2010; (v) the Banking Bill 2009;
(Vi) the Depoasit Protection Fund Bill 2010; and (vii) the National Payments Bill 2010. | urge Hon.
Members to support these hills when they come before this House because they are critical to
improving the business climate.



37. M. Speaker, an area of revenue administration deserving special mention is the area of
VAT refunds. At various fora, businessmen have raised the issue of the need for speedy
resolution to the VAT refunds problem Even in the Doing Business Surveys, the time taken in
meeting the registration, recording, filing and refunds management with respect to VAT has been
identified as an impediment to a conducive-business environment. Therefore, streamlining VAT
administration is an important component of our overall strategies to improve the business
climete.

38. M. Speaker, to tackle this problem | will be putting in place several measures. Firstly, all
outstanding refunds audited and firmed up as payable by the end of June 2010, will be cleared by
the end of July 2010. Secondly. KRA will refund, with effect from 1st July 2010, all new claims that
meet the low risk criteria will be paid within 120 days. And, thirdly, the most severe penalties
available in law shall be imposed on those found participating in fraud whether they are officers of
the Revenue Authority or mermbers of the business community.

34  Targeted Investment in Security for Economic Recovery

39. M. Speaker, security must be our main concem, for without it, there would be no
investments, which we need to accelerate economic growth, create more jobs and facilitate
reduction of poverty. While we have made good progress in improving security, we are well
aware that more still needs to be accomplished to provide a secure Kenya in which citizens,
tourists and investors can invest and do business. The Government has prioritized security
reforms through enhanced funding as part of the key reforms under Agenda Four of the National
Accord. These reforms will further create a conducive business environment and more
importantly, assure a secure Kenya for faster economic recovery.

40. M. Speaker, in addition to increased budgetary resources amounting to Kshd6.3 hillion, 1
have allocated under the Ministry of State for Internal Security and Provincial Administration, an
additional Ksh 2 billion towerd implementing a high-impact targeted security intervention program
covering investments in operations and maintenance, communication, crime profiling and
intelligence analysis, all aimed at enhancing security in our urban centres and highways. | am
confident that Kenyans will be able to see the results of these investments in a very short time.

40 INVESTING IN INFRASTRUCTURE FOR FASTER DEVELOPMENT

41. M. Speaker, an extensive and efficient infrastructure is an essential driver for growath,
competitiveness and overall development of the country. And as Hon. Members are aware, a well
developed infrastructure network reduces the distance between regions, resulting in a truly
integrated national market. Indeed, an efficient transport network is a prerequisite for
entrepreneurs and farmers to get their goods and produce to markets in a secure and timely
manner, and to facilitate the affordable moverment of workers. To hasten economic recovery and
expand economic opportunities for all Kenyans, the Government will continue to scale-up
investments in key infrastructure facilities covering road network, energy supply, transport
system, and port services.

42. M. Speaker, we will do all these over the medium term guided by the strategic objectives

we have set for ourselves. These include: (i) raising efficiency and quality of infrastructure
projects; (i) benchmarking infrastructure service provision against globally acceptable standards;
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(iii) enhancing private sector participation in the sector; and (iv) up-scaling the implementation
and completion of key infrastructure projects. Consistent with this strategy, Mr. Speaker, | have
accordingly allocated in this budget Ksh 182 billion, which represents an increase of Ksh.30
billion or 20.1 percent over the amount allocated in 2009/10, toward financing prioritized
infrastructure development countrywide.

4.1 Improving Road Network to Accelerate Growth, Employment and Poverty
Reduction

43. M. Speaker, as Hon Members are aware, we have and continue to invest heavily toward
improvement of our road network, well aware that it is only through good and well maintained
roads that we shall unlock the economic potential of our economy. In the 2009/10 FY, 715
kilometres of roads were constructed, 1,112 kilometres rehabilitated and 1,142 kilometres
maintained. To continue with the on-going road construction work and to demonstrate our
commitment to scaling-up investment in infrastructure so as to hasten economic recovery, | have
allocated Ksh 78.6 hillion to the sub-sector® development budget. This amount is Ksh 20 hillion
or 34 percent over and above the amount | allocated for roads under the budget ending June
2010.

44. M. Speaker, within the total development budget for road construction, Ksh 700 million
will specifically be expended to initiate the rehabilitation and construction of Voi-Taveta road in
order to open the area for commerce and trade, and in particular, to make it easier for our good
neighbours in northern Tanzania to transport their imports and exports through the port of
Mombasa. It also includes Kshd.2 hillion for roads to open up Isiolo as one of the Vision 2030
Resort Gities in the northem Kenya, and link our country with Ethiopia with a bituminous road.
Mr. Speaker, recognizing the need to ensure our roads remain in motorable conditions to
facilitate trade and commerce and expand economic opportunities, | have further allocated Ksh
23.5 hillion for road maintenance. This is a significant budgetary provision, Mr. Speaker, that
should have a visible impact on road maintenance to ensure our roads are improved to motorable
condition.

42  Diversifying Sources of Energy to Affordably Power Our Recovery

45. M. Speaker, as we aimto lock in our economy into a higher growth path, we must also
strive to provide adequate energy to meet the demand arising from the expanded production and
economic activities. Qur mediumto long-term strategy is to focus on secure, least-cost and clean
energy development underpinned by diversification to renewable affordable sources and
improved efficiency in transmission systerms. While the on-going rains have improved the hydro
conditions and hence reducing the overall cost of power by about 40 percent since last
Septermber 2009, the Government remains fully committed to expanding investment in cheaper
and reliable energy sources as the only way to assure affordable power.

46. The Government is, however, anare that as we strive to do this there is need to provide a
predicable energy framework that enables our manufacturers to plan foward. There is,
therefore, urgent need for the Government and all stakeholders to work together to ensure we
contain the volatility in the cost of energy. In the event that energy costs rise significantly going
forward, the Government will work with the business community and other stakeholders to ensure
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that the cost of energy does not reach unaffordable levels. In addition, the Energy Regulatory
Commission will review the current formula for determining electricity tariffs with a view to making
movements in the cost of power predictable.

47. M. Speaker, the Government is also aware that there are many private investors who are
keen to invest in the energy sector and especially in alternative and cheaper sources such as
geothermal, wind, solar and other renewable sources. However, there are concerns that the
procedures take too long. But this should never be allowed to happen because availability of
affordable energy is matter of national priority. In this regard, Treasury commits to support the
Ministry of Energy to ensure that we remove all procedural and licensing impediments so that
private investment in the energy sector can be fast-tracked.

48. M. Speaker, with the generous support of our development partners and from our own
resources, | have allocated Ksh 34.1 hillion to fund development activities in the energy sector.
The priority areas for intervention include: (i) Ksh 15.6 hillion for the expansion of national
transmission systemy (i) Ksh 11.6 hbillion toward geothermal development and to initiate
exploitation of coal resources, with special emphasis placed on adding 280 MW of installed
geothermal capacity by 2013; and Ksh 5.4 hillion to fund Rural Electrification program. This will
increase the number of public facilities in the rural areas connected to the national grid by 3,310.

49. In addition, Mr. Speaker, the Government will encourage through a Public Private
Partnership (PPP) the development of about 500 MWV additional geothermal power capacity over
the next four years, encourage development of biomass power from municipality waste and carry
out further reforms of the sector to deal with institutional efficiency. These initiatives, Mr.
Speaker, are expected to add about 800 MW in total to our installed capacity by 2014.

43 Improving Port Operations and Cheaper Freight Transport for Faster
Development

50. M. Speaker, inefficient port services have continued to hold our economy back from
explaiting its full potential. For instance, delays due to lack of investment in the port of Mombasa
and its operational inefficiencies add substantially to costs, which feed through the supply chain,
thereby undermining our competitiveness. The Government, however, recognizes that related
storage and mass freight infrastructure also requires to be addressed, as well as customs and
inspection procedures.

51. M. Speaker, the Government remains fully committed to addressing these challenges
and making our port system efficient. Working closely with stakeholders, the Government will
accelerate the implementation of a Single Window Port Community-based System to facilitate
faster, efficient and competitive clearance of cargo. This and other reforms, including dredging of
the port to enable larger vessels to dock, are expected to position Mombasa as a preferred port
of call and regional service hub.

52. In addition, M. Speaker, to facilitate faster cargo offtake at the port and mass freight
transport, the Government has initiated the design of a Standard Gauge Double line Railway from
Mombasa to Malaba. e expect the designs to be ready during the last quarter of 2010/11, and
the Government shall immediately embark on construction of this important railway. Mr. Speaker,
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the implementation of this project will be fast-tracked to accord Kenyans and our neighbours the
earliest opportunity to enjoy cheaper, safer and faster alternative mode of transport.

53. M. Speaker, we are not just addressing transport along our highways, we are also
concerned about the high economic losses associated with traffic jams in our urban centres, in
addition to heavy financial burden our poor and middle income urban commuters have to bear
everyday. As Hon. Members may recall, while presenting my Budget last year | indicated that the
Government was in the process of contracting a consultancy firm to conduct a feasibility study,
design and develop a project proposal for the upgrade of Nairobi Commuter Railway system

54. | am happy to inform Hon. Members that we now have the design and during the
Supplementary budget | allocated Ksh 600 million to initiate the process of upgrading key
commuter backbone railway lines in Nairobi. | have in this budget allocated another Ksh 1.9
billion toward this important investment. \WWhen conmpleted in the fourth quarter of 2010/11, this
project will significantly provide relief; reduce cost of transport and traffic jams to airport
commuters and passengers currently using Mombasa road and Jogoo road.

50 FURTHER ENHANCING HUMAN CAPITAL FOR FASTER DEVELOPMENT

55. M. Speaker, our human resource development priorities over the medium term include:
(i) enhancing access, equity, quality and relevance of education at all levels; (i) ensuring
equitable access to medical, public health and sanitation services with a focus on maternal health
and health infrastructure; (jii) strengthening linkages between industry and research institutions to
promote dermand driven research and training.

51  Further Improving Access to Quality Education to Secure the Future of Qur
Children

56. M. Speaker, our Government has always recognised that an educated labour force is
critical to enhanced productivity and therefore our competiveness. This is more so in today®
globalized and technology-driven world.  Indeed, as a country, we have invested a lot in
education leading to substantial improvement in access, especialy to primary as well as
secondary education. Despite our success, We recognize that we must do more to ensure our
people are appropriately skilled to be able to engage effectively in economically meaningful
activities.

57. M. Speaker, in the year ending June 2010, we initiated a program that is currently on-
going to upgrade and expand educational faciliies and improve quality of our educational
standards throughout the country. This we did recognizing the heavy investments we have made
thus far to enhance educational access through Free Primary Education and Free Tuition in
Secondary schools. To take into account increased enrolment and general increase in prices, |
have allocated additional Ksh 2 hillion each toward Free Primary and Free secondary Tuition in
2010/11. In total, therefore, | have allocated Ksh 9.2 hillion to support the Free Primary and Ksh
16.2 hillion toward the Free Secondary Tuition program. In this regard Mr. Speaker, | would like
to assure parents that the Free Primary education and the free Secondary Tuition are fully
financed.
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58. M. Speaker, our country has invested heavily in the ICT infrastructure and it is only
prudent that we also invest in our educational system in order to explait its potential to bridge the
digital divide in our economy. With this in mind, | have allocated Ksh 1.3 hillion toward purchase
of 300 computers in each constituency and to make ICT a reality in our rural schools. These
computers will provide a platform to expand the e-learning initiative and allow for equal access to
quality lessons. The Government will source these computers from public institutions that have
computer assembly faciliies. We believe that this will also benefit our students undertaking ICT
and computer engineering studies.

59.  And, Mr. Speaker, last year | provided funds toward establishing tree nurseries in schools
to introduce our pupils to environmental conservation at an early age. This year, | am going a
step further to provide Ksh 30,000 each for 50 schools in every constituency toward the purchase
of seedling for planting. This initiative will go along way in further empowering our school going
children to actively participate in conservation of their environment in order to mitigate climate
change and variability.

52  Promoting Preventive Healthcare Delivery for Higher Productivity

60. M. Speaker, as | indicated earlier, a healthy workforce is vital to a country®&
competitiveness and productivity. As Hon. Mermbers are aware, in 2009/10 Budget | allocated
funds under Economic Stimulus toward expanding healthcare facilities, recruitment of nurses and
provision of medical kits in each constituency throughout the country. We did this well anare of
the challenges our people face in accessing healthcare in the rural areas. Through this Budget,
Mr. Speaker, we once again demonstrate Government® commitment to ensuring a healthy and
productive citizenry, capable of pushing forward the frontier of social and econormic opportunities.
It is also through this budget that we will further demonstrate our commitment to tackle the
curative and preventive healthcare challenges and enhance their access in every constituency.

61.  Frst, Mr. Speaker, | have allocated Ksh 1 hillion toward the recruitment of 15 additional
nurses and 5 public health technicians in each constituency. To further enhance the coverage of
preventive healthcare in the rural areas, | have allocated Ksh 265 million toward purchase of 5
additional motorcycles, operations and maintenance expenses, employment of 10 health
community workers and provision of medical supplies in each constituency countrywide.

62. Secondly, Mr. Speaker, as Hon. Members are aware, last year we provided funds for
construction and equipping of a maternal and child care ward in every constituency. | am happy
to note that all the tenders were successfully awarded and construction is progressing well in
most constituencies. Mr. Speaker, as part of the wider program to expand and upgrade our
healthcare facilities, | am allocating another Ksh 5 million for each constituency toward expanding
our health care facilities to include wards for children and aduits.

63. Thirdly, Mr. Speaker, to ensure our critical patients receive timely medical attention
throughout the country, | am going a step further to provide through this budget 300 ambulances
for use in our healthcare fadilities.

64. Fourthly, as a Government that cares for its people, we are not just putting more money to

avall medicine in our healthcare facilities for curative purposes; we are also going a head to
strengthen the management of medical supplies chain. To this end, | have allocated Ksh 4.4
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