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CHAIRPERSON’S FOREWORD

This report contains proceedings of the Departmental Committee on Agriculture and Livestock on the
budget implementation for the State Department for Livestock Development and the State Department
for Crop Development for the FY 2022/23.

Article 95 (4) (b) and (c) of the Constitution mandates the National Assembly to appropriate funds for
expenditure by the National Government and other national State organs and to exercise oversight over
national revenue and its expenditure.

Standing Order No. 245A (2) requires each Departmental Committee to: review the quarterly reports
submitted by the Cabinet Secretary responsible for finance pursuant to the Public Finance Management
Act; review reports submitted by the Controller of Budget on matters relating to implementation of the
Budget by the National Government; examine and report on the expenditures and non-financial
performance of the budget of the National Government; and examine the conformity of the
implementation process with the principles and values of public finance as set out in Article 201 of the
Constitution.

Additionally, Standing Order 216 (5) (ba) directs Departmental Committees to monitor and report on
the implementation of the National Government budget in their respective mandates on a quarterly
basis.

Pursuant to the above legal provisions, the Clerk of the National Assembly wrote a letter, Ref. No.
NNA/DDC/A&L/2028/043 dated 3815t July 2028 (annex 3) to the State Departments for Livestock
Development and Crop Development requesting them to submit reports on budget implementation for
FY 2022/23. The State Departments submitted the reports which were examined by Members of the
Departmental Committee on Agriculture and Livestock.

The State Departments were invited for meetings via letter, Ref. No. NA/DDC/A&L/2023/059 dated
12t October 2023 (annex 4) to respond to the observations that had been made by Members of the
Committee on the reports that were submitted by the State Departments.

The Committee also conducted field visits to the following projects to ascertain their status: the Kenya
Seed Company HQ, ADC farms in Kitale, Adungosi Farmers’ Cooperative in Busia County, Marani
Vegetable Aggregation Centre in Kisii County, Cane Testing Unit at the Kwale International Sugar
Company Limited and the Kenya Meat Commission in Kibarani.

From the reports, meetings and field visits conducted by the Committee, Members observed that there
was over-expenditure on some programmes mainly because of budget cuts. The State Departments were
not able to absorb their budgets mainly due to late exchequer releases or lack of funds. The Maize Flour
Subsidy Programme funds that were approved by the National Treasury under Article 223 of the
Constitution were not regularised by the National Assembly leading to an over-expenditure of KSh. 4
billion in the State Department for Crop Development.

It was also observed that there were pending bills for subsidy programmes that had been undertaken by
the State Department for Crop Development i.e. the Fertilizer Subsidy Programme for FY 2017/18, the
Maize Subsidy Programme for FY 2017/18 and the Maize Flour Subsidy Programme for FY 2022/23.
The State Department for Livestock Development had a historical pending bill of KSh. 4.025 billion that
it had not shown interest in paying.
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Further, eleven (11) CTUs had been installed in sugar companies (both public and private) but they were
yet to be operationalised. The ADC farms in Kitale had mainly been used for growing maize seed and
some of it leased to private farmers. On the other hand, the Kenya Seed Company had no land to grow
seeds and therefore relied on ADC to grow seeds for them.

The Kenya Meat Commission had done a lot of work in mordernising their Kibarani Branch and there
was prudent use of the funds that had been allocated to the Commission for development. Members were
concerned about the many projects in the State Departments that had been ongoing for many years and
were still far from completion.

The Committee recommended that when revising the budget, the National Treasury should ensure that
proposed reductions are not below the actual expenditure to avoid cases of pending bills. Additionally,
the State Departments should put modalities in place to ensure that all pending bills, particularly
historical pending bills are paid to avoid increasing government expenditure through interest accrued
on the debts, penalties and court charges.

The Committee is grateful to the Offices of the Speaker and Clerk of the National Assembly for the
logistical and technical support accorded to it during its sittings. The Committee further wishes to thank
the State Departments for Livestock Development and Crop development for providing the information
that was used to prepare this report. Finally, I wish to express my appreciation to Members of the
Committee and the Committee Secretariat who made useful contributions towards the production and
preparation of this report.

On behalf of the Departmental Committee on Agriculture and Livestock and pursuant to provisions of
Standing Order 216 (5) (ba), it is my pleasant privilege and honour to present to this House the Report
of the Committee on the budget implementation for FY 2022/23 for the State Departments for Livestock
Development and Crop Development.

Hon. (Dr.) John K. Mutunga, PhD, M.P.
Chairperson, Departmental Committee on Agriculture and Livestock
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1 PREFACE

CHAPTER ONE

1.1 ESTABLISHMENT OF THE COMMITTEE

1. The Departmental Committee on Agriculture and Livestock is one of the twenty Departmental
Committees of the National Assembly established under Standing Order 216 whose mandate under
Standing Order 216 (5) is as follows:

i
1.
11
.
Vi,
vil.

DI

Il

To investigate, inquire into, and report on all matters relating to the mandate,
management, activities, administration, operations and estimates of the assigned
ministries and departments;

To study the programme and policy objectives of Ministries and departments and the effectiveness
of therr implementation;

On a quarterly basis, monitor and report on the implementation of the national budget in respect
of its mandate;

To study and review all the legislation referred to it;

T'o study, assess and analyse the relative success of the Ministries and departments as measured by
the results obtained as compared with their stated objectives;

To investigate and inquire into all matters relating to the assigned Ministries and departments as
they may deem necessary, and as may be referred to them by the House;

To vet and report on all appointments where the Constitution or any law requires the National
Assembly to approve, except those under Standing Order 204 (Committee on Appointments);

To examine treaties, agreements and conventions;

To make reports and recommendations to the House as oflen as possible, including recommendation
of proposed legislation;

To consider reports of Commassions and Independent Offices submitted to the House pursuant to
the provisions of Article 254 of the Constitution; and

To examine any questions raised by Members on a matter within its mandate.

1.2 MANDATE OF THE COMMITTEE

2. In accordance with the Second Schedule to the Standing Orders, the Committee is mandated to
consider, agriculture, livestock, food production and marketing.

8. In executing its mandate, the Committee oversees the Ministry of Agriculture and Livestock
Development.
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1.3 COMMITTEE MEMBERSHIP

4. The Departmental Committee on Agriculture and Livestock was constituted by the House on 27th
October 2022 and comprises the following Members:

Chairperson
Hon. (Dr.) John Kanyuithia Mutunga, PhD, MP
Tigania West Constituency

UDA Party

Vice-Chairperson
Hon. Brighton Leonard Yegon, MP
Konoin Constituency

UDA Party

Hon. Sabina Wanjiru Chege, CBS, MP
Kitutu Chache North Constituency

Jubilee Party

Hon. Ferdinand Kevin Wanyonyi, MP
Rwanza Constituency

Ford Kenya Party

Hon. Geoffrey Makokha Odanga, MP
Matayos Constituency

ODM Party

Hon. Justice Kipsang Kemei, MP
Sigowet/Soin Constituency

UDA Party

Hon. Jared Okello Odoyo, MP
Nyando Constituency

ODM Party

Hon. Lawrence Mpuru Aburi, MP
Tigania East Constituency

NOPEU Party

Hon. David Kiplagat, MP
Soi Constituency

UDA Party

Hon. Gabriel Gathuka Kagombe, MP
Gatundu South Constituency

UDA Part

Hon. Monicah Muthoni Marubu, MP
Lamu County

Independent Member

Hon. Pamela Njoki Njeru, MP
Embu County

UDA Party

Hon. Patrick Kibagendi Osero, MP
Borabu Constituency

ODM Part

Hon. Peter Kalerwa Salasya, MP
Mumias East Constituency

DAP-K Party

Hon. Yussuf Mohamed Farah, MP
Wajir West Constituency

ODM Party
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5. The Committee is facilitated by the following Secretariat:

Mr. Victor Kanda Kilimo
Clerk Assistant I1I

CPA. Robert Ng'etich
Fiscal Analyst II

Ms. Sheila Chebotibin
Senior Serjeant-At-Arms

Ms. Noelle Chelagat
Media Relations Officer II

Ms. Lilian Aluga
Protocol Officer 111

Mr. Meldrick Sakani
Audio Officer III

1.4 COMMITTEE SECRETARIAT

Ms. Laureen Omusa Wesonga
Clerk Assistant 1/Head of Secretariat

Ms. Brigitta Mati
Legal Counsel I

Mr. David Ng'eno
Research Officer 11

Mr. Gerald Kadede
Legal Counsel II

Mr. Muhumed Shillow
Research Officer 111

Mr. Richard Sang
Serjeant-At-Arms
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CHAPTER TWO

2 BUDGET IMPLEMENTATION

2.1 INTRODUCTION

6.

=1

10.

I1.

Article 95 (4) (b) and (c) of the Constitution of Kenya mandates the National Assembly not only to
appropriate funds for expenditure by the National Government and other national State organs but
also to exercise oversight over national revenue and its expenditure.

In addition, Standing Order No. 245A (2) requires each Departmental Committee to:

a. review the quarterly reports submitted by the Cabinet Secretary responsible for finance
pursuant to the Public Finance Management Act;

b. review reports submitted by the Controller of Budget on matters relating to
implementation of the Budget by the National Government;

c. examine and report on the expenditures and non-financial performance of the budget of
the National Government; and

d. examine the conformity of the implementation process with the principles and values of
public finance as set out in Article 201 of the Constitution.

Standing Order 216 (5) (ba) directs Departmental Committees to monitor and report on quarterly
basis the implementation of the National Government budget in respective of their mandates.

In this regard, the National Assembly is not only mandated to appropriate funds for expenditure by
the National Government and other national state organs but also to oversight on how voted public
resources are being applied in order to deliver public goods and services. The Committee is therefore
required to monitor progress in implementing the approved budget.

The Departmental Committee on Agriculture and Livestock was not able to comply with the
timelines as required by S.0. No. 216 (5) (ba) because of delayed submission of information to the
Committee by the State Departments hence the decision to prepare the budget implementation
report for FY 2022/23.

In preparing this report, the Committee wrote a letter Ref. No. NA/DDC/A&L/2023/043 dated
815t July 2023 (anmer 3) requesting the State Departments to submit reports on budget
implementation for FY 2022/23. The Committee also invited the State Departments for meetings
via letter, Ref. No. NA/DDC/A&L/2028/059 (annex 4). The meetings took place on 27th October

2023. The Committee also undertook field visits to some projects to ascertain their status of
implementation.
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2.2 BRIEFING BY THE PARLIAMENTARY BUDGET OFFICE

The Committee was briefed on the budget implementation for the State Departments for Livestock
Development and Crop Development for FY 2022/23 by CPA. Robert Ngetich, Fiscal Analyst. Mr.
Ng'etich informed the Committee that (anner 5):

2.2.1 STATE DEPARTMENT FOR LIVESTOCK DEVELOPMENT

12. The total approved budget for the State Department for Livestock Development was KSh. 8.777
billion comprising of KSh. 4.407 billion for recurrent expenditure and KSh. 4.37 billion for
development expenditure.

18. The actual expenditure according by the State Department was KSh. 7.528 billion comprising of
KSh. 4.8387 billion recurrent expenditure and KSh. 3.191 billion development expenditure. The table
below shows the approved budget for FY 2022/23 versus the actual expenditure.

Table 1: Approved budget versus actual expenditure

Current 4,407 4,837 98
Capital 4,870 3,191 73
Total 8,777 7,528 86

14. The absorption rate for the recurrent expenditure versus the approved budget was 98%. The 2%
under-expenditure was on account of underperformance of A-i-A from SAGAs. SAGAs had
budgeted to collect KSh. 2.053 billion but managed to collect KSh. 2.012 billion resulting in an
underperformance of KSh. 41 million. The table below shows a breakdown of the recurrent
expenditure.

Table 2: Breakdown of recurrent expenditure

Compensation to Employees 1,404,000,000 1,408,814,108 185,892
Use of Goods and Services 521,495,477 508,040,621 18,454,856
Grants 2,422,44:6,000 2,381,540,000 40,906,000
Social Benefits 3,764,524 3,374,076 390,448
Acquisition of Non-Financial Assets 55,572,413 45,596,668 9,975,745
Gross Expenditure 4,407,278,414 4,387,365,473 69,912,941

15. The absorption rate for capital expenditure was 73% following an expenditure of KSh. 3.191 billion
against an approved budget of KSh. 4.37 billion. The non-utilization of 27% of the development
budget was mainly because of the relatively low absorption on donor funded projects.
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2.2.2 STATE DEPARTMENT FOR CROP DEVELOPMENT

16. The total approved budget for the State Department was KSh. 49.419 billion consisting of KSh.
14.189 billion for recurrent expenditure and KSh. 85.229 billion for capital expenditure.

17. The State Department’s actual expenditure was KSh. 44.698 billion with the actual recurrent

expenditure of KSh. 15.447 billion and KSh. 29.251 billion development expenditure.

Table 3: Shows the A

roved budget versus the actual expenditure for FY 2022/23

Current 14,189,1385,088 15,447,122,836 109
Capital $5,229,872,021 29,951,460,372 83
Total 49,419,007,059 44,698,583,208 90

18. The actual recurrent expenditure of KSh. 15.447 billion exceeded the approved allocation of KSh.
14189 billion by KSh. 1.257 billion, an expenditure of 109% of the approved budget. The over
expenditure was on: Use of Goods and Services where KSh. 193 million was spent against an
allocation of KSh. 160 million; and on Acquisition of Non-Financial Assets where KSh. 527 million
was spent against an approved budget of KSh. 5.9 million, an over expenditure of 9006% of the
approved budget.

19. The State Department made a payment of KSh. 3.366 billion on Maize Flour Subsidy Programmes
through Article 228 which was not approved by the National Assembly.

Table 4: Breakdown of actual and approved recurrent expenditure

Compensation to Employees 805,100,000 754,082,972 71,017,028 91
Use of Goods and Services 160,108,095 193,803,932 -338,695,887 121
Subsidies 0 3,366,999,497 | -8,366,999,497

Grants 13,199,623,650 10,5697,855,513 2,601,768,187 80
Social Benefits 18,877,862 20,711,489 -2,834,1387 113
Acquisition of Non-Financial 5,925,941 533,669,430 527,743,489 9006
Assets

Gross Expenditure 14,189,185,0388 | 15,447,122,8338 | 1,257,987,795 109

20. The absorption rate for development expenditure was 83% following an expenditure of KSh. 29.251
billion against an approved budget of KSh. 85.229 billion. KSh. 5.978 billion which is 17% of the
development budget was not utilized. The overall absorption for the State Department was 90%.

21. The State Department was implementing four Programmes namely: General Administration,
Planning and Support Services; Crop Development and Management; Agribusiness and Information
Management; and Agricultural Research & Development. The State Department had an over-

e T VT e e I T e e oy P e T e
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expenditure of KSh. 8.347 billion (568%) on the Agricultural Research & Development programme.
The following table shows the actual expenditures versus the approved allocations for each
Programme.

Table 5: Actual expenditure versus approved allocation for the Programmes

General administration, planning and 8,240 6,243 1,996 75.77%

support services

Crop development and management 38,295 27,405 5,890 82.31%

Agribusiness and Information 2,187 1,824 313 85.34%

Management

Agricultural Research & Development 5,745 9,092 -8,347 158.27%
TOTAL 49,419 44,566 4,852 90.18%
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2.3 SUBMISSION BY THE STATE DEPARTMENT FOR LIVESTOCK DEVELOPMENT

In a letter, Ref No. MLD/FM/VOL. 20/251 dated 8" August 20283 (annez 6), the Principal Secretary,
Hon. Jonathan Mueke, CBS, informed the Committee that:

2.3.1 FINANCIAL PERFORMANCE

22. The State Department for Livestock Development received a total of KSh. 2,524,675,473 recurrent
budget and KSh. 3,181,421,788 for development budget in the FY 2022/23. The table below

illustrates this information.

Table 6: Actual revenue recei

ts for FY 2022/23

Exchequer 564,458,500.00 659,096,767.00 261,052,767.00 825,452,716.00 2,310,060,750.00
Issues
A-i-A 968,861.00 1,572,691.00 5,815,200.00 6,257,971.00 14,614,723.00

TOTAL 565,427,361.00

660,669,458.00

266,867,967.00

831,710,687.00

2,324.,675,473.00

Exchequer -| 255,556,460.00 6,000,000.00 249,227,788.00 510,784,248.00
Issues

Donor 174,685,141.00 -| 879,214,131.00 | 666,788,268.00 | 1,220,637,540.00
Loan A-i- = = - | 1,450,000,000.00 1,450,000,000.00
A

TOTAL 174,685,141.00 | 255,556,460.00 | 885,214,131.00 | 2,866,016,056.00 | 3,181,421,788.00
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2.3.4 PENDING BILLS

27,

The State Department had pending bills relating to FY 2021/22 amounting to KSh. 32.2 million on
development expenditure.

28. In addition, the State Department had historical pending bills amounting to KSh. 4.025 billion on

account of court awards to Halal Meat Products Limited, KSh. 4 billion and Expert Associate
Architects, KSh. 25 million.

2.3.5 RESPONSE TO COMMITTEE OBSERVATIONS ON THE STATE DEPARTMENT’S

29.

30.

31:

32.

BUDGET PERFORMANCE REPORT

After going through the report submitted by the State Department for Livestock Development on
their FY 2022/23 budget performance, Members of the Committee made observations that needed
to be responded to by the State Department. The Principal Secretary, Hon. Jonathan Mueke, CBS
appeared before the Committee on Friday, 27 October 2023 and responded as follows to the
Committee’s observations (annex 7):

Over-expenditure on the Bee Health - Vector Regulatory and Zoological Services

There was over-expenditure of KSh. 9,405,575 under the Project. The Project had an allocation of
KSh. 41 million in FY 2022/28. The State Department processed payments totalling KSh.
17,638,189 in the First Half of the Financial Year. However, the allocation for the Project was
reduced by KSh. 382,767,386 through the Supplementary Estimates No. 1 leaving it with an
allocation of KSh. 8,232,614..

The over-expenditure was realised because payments had been finalised before the budget cut and
the National Treasury did not make provision to offset the negative balance under the Project
during Supplementary Budget No. 2.

Over-expenditure on the Bee Bulking Project
The Project had an allocation of KSh. 21 million which was reduced by KSh. 3.92 million through

Supplementary Estimates No. 1. The reduction was done after the State Department had finalised
processing payments totalling KSh. 17,371,888 leading to an over-expenditure of KSh. 291,888.

REPORT ON THE BUDGET IMPLEMENTATION FOR THE STATE DEPARTMENTS FOR LIVESTOCK AND CROP
DEVELOPMENT FOR THE FINANCIAL YEAR 2022/23 Page 34
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2.4.4 PENDING BILLS

38. The State Department had pending bills amounting to KSh. 11.2 billion as shown in the following
table:

Table 16: Pending Bills

Maize Flour Subsidy Maize Flour Subsidy Programme 3,028,029,817
Programme for FY
2022/23
Fertilizer Subsidy NCPB - KCB loan on fertilizer subsidy 5,035,626,731
Programme for F'Y NCPB - Export Trading Company debt on 1,680,864,781
2017/18 fertilizer subsidy
Legal Costs - Export Trading Company 29,165,498
Maize Subsidy ETC - Interest payable on maize subsidy 198,104,685
Programme for FY programme
2017/18 NCPB - SFR costs and agency fee 712,244,568
NCPB - SFR payment to farmers 516,673,180
TOTAL 11,195,709,210

2.4.5 RESPONSE TO COMMITTEE OBSERVATIONS ON THE STATE DEPARTMENT’S
BUDGET PERFORMANCE

39. After going through the report submitted by the State Department for Crop Development on their
FY 2022/23 budget performance, Members of the Committee made observations that needed to be
responded to by the State Department. The Principal Secretary, Dr. Kipronoh Ronoh, PhD appeared
before the Committee on Friday, 27t October 2023 and responded as follows to the Committee’s
observations (anner 9):

Difference in the approved recurrent budget as reported by the State Department from what
was provided in the budget books

40. The approved budget for the State Department for FY 2022/23 was KSh. 14,189,350,038 but the
actual amount received in the vote book at the end of the FY was KSh. 14,027,154,283 hence a
variance of KSh. 161,980,755 which was neither loaded nor released to the State Department by the
National Treasury.

Recurrent over-expenditure of KSh. 1.257 billion compared to the approved allocation of
KSh. 14.189 billion and the actual expenditure of KSh. 15.447 billion

41. The National Treasury approved additional funding of KSh. 4 billion to cater for the Maize Flour
Subsidy Programme under Article 223 of the Constitution pending regularisation and appropriation
by the National Assembly in Supplementary Estimates No. 1 for FY 2022/28. The KSh. 4 billion
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was however not regularised by the National Assembly resulting in over-expenditure in the State
Department’s budget.

42. The KSh. 100 million over-expenditure under the Use of Goods was part of the Maize Flour Subsidy
Programme funds that were transferred to NCPB for monitoring and evaluation of the multiagency
taskforce.

48. The over-expenditure of KSh. 527 million under Acquisition of Non-Financial Assets was used to
pay pending bills owed to millers for the Maize Subsidy Programme for FY 2017/18.

Over-expenditure of KSh. 3.347 billion on the Agricultural Research and Development
Programme following an expenditure of KSh. 9.092 billion against an approved budget of
KSh. 5.745 billion.

44. The over-expenditure under the Agricultural Research and Development Programme was because
of the KSh. 4 billion that was not regularised by the National Assembly in the Supplementary
Estimates No. 1 for FY 2022/23.

The Food Security and Crop Diversification Project utilised 96.5% of its budgetary
allocation (KSh. 255 million out of KSh. 265 million) but achieved less than 50% targets.

45. The Food Security and Crop Diversification Programme is composed of two Programmes, Food
Security (other crops) and Food Security (Miraa Industry Revitalisation). At the end of FY 2022/23,
Food Security (other crops) Project had expenditure commitments of KSh. 255 million. However,
out of the commitments, only KSh. 164,503,204 was utilised resulting in an absorption rate of 62%
due to lack of exchequer.

46. There was a directive to pay pending bills as first charge hence 50% of the KSh. 164,503,204 was
used to pay pending bills. This hampered the key performance indicators.

Performance KPIs and targets for the Fertilizer Subsidy Project, Cotton Revitalisation
Project and the Sugar Reforms Project were not provided.

47. 57,617 MT of fertilizer were distributed under the Fertilizer Subsidy Project, 3,762 MT of seed
cotton were distributed under the Cotton Revitalisation Project and 14,251 farmers were
compensated and 11 cane testing units maintained under the Sugar Reforms Project.

Performance and KPIs for the provision of fertilizer subsidy to tea farmers was not provided.

48. The KSh. 1.4 billion that was allocated for provision of fertilizer subsidy to farmers was disbursed
in June 20238 which gave no room to the Kenya Tea Development Agency to implement and provide
their KPIs when the Committee requested for the report.

Farmers Database Establishment Project was allocated KSh. 100 million in the FY 2022/23
but the performance and KPIs were not provided.

49. The KPIs for the Farmers Database Establishment which was implemented by AFA were not
provided because the National Treasury released exchequer funds to the SAGA in the last quarter
of the FY (June). Given the timespan involved in implementing the Project, the KPIs could not be
provided at the close of the F'Y.
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2.5 FIELD VISITS BY THE COMMITTEE

50.

To ascertain the status of projects, the Committee conducted field visits to projects in different parts
of the country. The following are the projects that the Committee visited:

2.5.1 KENYA SEED COMPANY LIMITED HEADQUARTERS

Members of the Departmental Committee on Agriculture and Livestock undertook a field visit to Kenya
Seed Company Limited Headquarters on 12t April 2023. The Managing Director, Mr. Fred Oloibe
briefed the Committee as follows, that:

51.

52.

53.

54.

55.

REPORT ON THE BUDGET IMPLEMENTATION FOR THE STATE DEPARTMENTS FOR LIVESTOCK AND CROP

Kenya Seed Company deals in sixty (60) certified seed varieties of maize, wheat, pasture, sunflower,
sorghum, horticulture and vegetables and has ten (10) outlets across the country. The Company
controlled over 70% of the seed market in Kenya and was mandated to carry out the following
functions: research and develop certified seeds varieties; produce adequate certified seeds of various
crops for farming; distribute and sell certified seeds through the outlets; and offer farmers
appropriate agronomic packages to realize high yields

The Company had made several significant achievements such as availing 25,500 MT of seed maize
in FY 2022/23, producing seeds by its subsidiaries and purchasing additional land.

The Company’s performance for FYs 2020/21, 2021/22 and 2022/23 is highlighted in the table
below:

Table 17: Kenya Seed Financial Performance for FYs 2020/21, 2021/22 and 2022/23

1. Revenue 5,104 5,233 5,245
2. Cost of Sales 2,946 3,012 3,527
3. Gross Profit 2,157 2,221 2,319
4., Expenses 1,459 1,427 1,252
5. Pre-Tax Profit 720 823 581
6. Corporation Tax 258 246 174
T Profit after Tax 467 577 406

Kenya Seed Company faced the following challenges in executing its mandate: inadequate land for
seed production; increase in the cost of inputs; unpredictable weather patterns; high cases of pests
and diseases; stiff competition from private entities; and governance issues.

Members made the following observations during the field visit, that:

a. The Kenya Seed Company did not have enough land to grow maize seeds and other seeds.
Seed production is done on large pieces of land and the increasing population and demand
for seeds further increases the amount of land required,;

b. The Company was in the process of opening more branches to ensure wide access and
availability of seeds across the country;
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c. Sale of counterfeit seeds had reduced considerably due to the Company’s security feature that
was introduced on the packaging; and

d. The Company had adopted new and appropriate technologies to improve crop productivity
in seed development.

2.5.2 AGRICULTURAL DEVELOPMENT CORPORATION FARMS IN KITALE

Members of the Committee visited the Agricultural Development Corporation, Kitale in Transnzoia
County on Wednesday, 12th March 2023. The Managing Director, Mr. Mohammed Bulle informed the
Committee that:

56.

57.

58.

59.

60.

61.

62.

The short term and long-term strategies of the Corporation focused on productivity, sustainable
financial resources, continuously improved customer satisfaction, reengineering of internal
processes and strengthening institutional capacities.

The Corporation implemented the following projects for the last three years: Mechanization
Programs which had budgetary allocation of KSh. 2.5 billion and was 24% complete having utilized
KSh. 612 million; and bull station which had a budgetary allocation of KSh. 55 million and was
complete and operational. There was however need for more funding to purchase more bulls, liquid
nitrogen, trucks and vehicles for distribution of semen.

ADC raises A-i-A from farming income, renting and leasing facilities and equipment, investment
income, Al services among others. The Corporation collected KSh. 1.409 billion, KSh. 1.841 billion
and KSh. 1.272 billion in FYs 2021/22, 2020/21 and 2019/20 respectively.

ADC received KSh. 100 million, KSh. 85 million and KSh. 50 million in FYs 2021/22, 2020/21 and
2019/20 respectively from the government for both recurrent and development expenditure. The
funds were used to purchase agricultural machinery and equipment (KSh. 199,377,789) and purchase
of bulls and logistics (KSh. 80 million). Other funds received from the government were used in the
construction of the Livestock Genetic Centre at a total cost of KSh 1 billion. KSh. 916, 047, 632 had
been utilized hence an outstanding amount of KSh. 83,952,368; Mechanization Project whose total
cost was KSh 2.5 billion. KSh. 612.5 million had been utilised hence a balance of KSh. 1.888 billion;
and the Molo Potato Project which had a total funding of KSh 1183,128,527.

The Corporation did not pay any dividends to the Government in the last three FYs despite having
subsidiary investments in Kenya Seed Company and Chemelil Sugar Company Limited.

Mr. Bulle requested the Committee to allocate funds to the Corporation for buying more bulls for
diversification of the breeds, buying trucks for distribution of semen and liquid nitrogen, hiring
agents to serve farmers and installation of a hydro plant (KSh. 40 million) due to high electricity
cost.

During the field visit, Members of the Committee observed that the role of ADC Livestock Genetics
Centre is very critical in achieving the dairy, meat and leather value chains and should therefore be
adequately financed.
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2.5.8 ADUNGOSI FARMERS' COOPERATIVE IN BUSIA COUNTY

Members of the Departmental Committee on Agriculture and Livestock visited the Adungosi Farmers’
Cooperative on 14" April 2023. The Chairman of the cooperative, Mr. Boniface Ayugi informed the
Committee that:

63.

64

65.

66.

The Cooperative Society was formed and registered in 2015 with the aim of cushioning members
against the harsh economic times by providing a source of livelihood. The Cooperative had a
membership of twenty (20) which has grown to about sixty-five (65). It operates in three wards in
Teso South Constituency (Angorom, Chakol South and Chakol North).

The Cooperative Society had made several achievements including: acquisition of a three thousand
(8000) litre milk cooler, a standby generator and solar panel from the State Department for
Livestock Development; received KSh. 8.6 million from the USAID for the purchase of a milk
pasteurizer, milk dispenser, milk cans, milk testing equipment, training of farmers and payment of
salaries to the project staff from March 2021 to April 2022; and received machines such as sorghum
thresher and shredder and inputs for sorghum plantations from the Kenya Climate Smart
Agriculture Project (KCSAP) funded by the World Bank.

The Cooperative Society was collecting one hundred and fifty (150) litres of milk on a daily basis
from farmers. There was a total of one thousand, eight hundred and twenty (1,820) cows in the three
8) wards and if each cow was to produce five (5) litres of milk a day, the Society would collect around
nine thousand, one hundred (9,100) litres of milk daily.

The Cooperative Society faced several challenges that hindered its development among them:
limited financial resources to acquire land to construct an office and a milk plant; limited capacity in
resource mobilization; and lack of support from partners in development.
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2.5.4 MARANI VEGETABLE AGGREGATION CENTRE

67. Members of the Committee undertook a field visit to the Marani Vegetable Aggregation Centre in
Kisii County on 9th May 2023.

68. The Project was initiated by the Kitutu Chache North Cooperative Society who wrote a proposal to
the National Agricultural & Rural Inclusivity Project (NARIP) requesting for funding amounting
to KSh. 44 million.

69. The Kitutu Chache North Cooperative Society had a membership of four hundred (400) persons and
recruitment was ongoing. Once complete, the Aggregation Centre was expected to serve fourteen
thousand (14,000) farmers in four (4) Wards in Kitutu Chache North Constituency.

70. The Vegetable Aggregation Centre was at 90 percent completion and was expected to be completed
by end of May 20238 and begin operations in either June or July 2023.

71. Farmers will deliver their vegetables to the Aggregation Centre where they will be preserved
mainly through drying for transportation to other parts of the country and for export. The
Aggregation Centre was expected to increase fortunes of vegetable farmers in the Constituency
because it will reduce loss of the vegetables through preservation and source for markets for the
vegetables both locally and internationally.

2.5.6 CANE TESTING UNIT AT KWALE INTERNATIONAL SUGAR COMPANY LIMITED

72. Members of the Departmental Committee on Agriculture and Livestock toured the CTU at Kwale
International Sugar Company Limited on 16t June 2023.

73. The CTU was installed by AFA and it was being run by AFA who were in the process of making
regulations for the CTUs to be operated by a private independent entity.

74. The CTU was still in the pilot phase and was not operational because farmers had been planting
low yielding cane and would therefore be disadvantaged if paid on sucrose content. AFA was
working with the Sugar Research Directorate to come up with improved cane varieties with high
sucrose content.

75. The CTUs determine the value of sugarcane through cane quality analysis. Sampling will be done
for each farm that delivers to the factory in a given day in order to determine prices of sugarcane
for the farmers. The sugarcane pricing formula will be agreed on by the farmers and millers.
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2.5.7 KENYA MEAT COMMISSION IN KIBARANI

The Committee toured the Kenya Meat Commission, Kibarani Branch in Mombasa County on 17t June
2023. The Managing Commissioner, Brigadier James Githaiga informed the Committee that:

76. The KMC Kibarani Branch had a production capacity of three hundred (300) large stock and one

77.

78.

79,
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thousand five hundred (1,500) small stock per day. KMC has the following value addition capacity:
sausages, 2.5 tonnes per hour; burgers, 2.5 tonnes per hour; meat balls, 2.5 tonnes per hour; cubes,
0.8 tonnes per hour; minced meat, 2.5 tonnes per hour; ham, 1.5 tonnes per hour; macon, 1.5 tonnes
per hour; and smokies, 2.5 tonnes per hour.

KMC had realised the following achievements over the years: improved factory infrastructure and
machinery; enhanced production capacity from 1.4% to 26%; expanded sales from an annual average
of KSh. 180 million to KSh. 2.8 billion in FY 2022/23; improved income to livestock farmers from
KSh. 866 million in FY 2020/21 to KSh. 2.2 billion in FY 2021/22; improved financial status of the
Commission; payment of old debts; improvement of staff welfare; creation of employment from 235
in FY 2020/21 to 430 in FY 2022/28; and improved corporate image.

The short-term strategies for the Commission were to: build the capacity for value addition; reduce
utility costs through innovative solutions like using solar power to cut down on electricity costs and
water recycling; expand franchise shops to grow revenues; and venture into the export market.

The long-term strategies for the Commission were to: utilise KMC lands and the sheep and goat
ranches for livestock rearing through PPPs; construct a new slaughterhouse in the Mackinnon
Ranch; and adopt green energy (biogas and solar).
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80. KMC implemented the following Projects in FY 2022/23:

Table 18: KMC Project Implementation for FY 2022/23

Rehabilitation of Kibarani Factory
1. Kibarani Factory Repairs 62,001,431.00
2. Ammonia Mycom Compressor for Chillers 14,400,000.00
(Contracted)
3. Installation of New Evaporative Condenser 8,000,000.00
4. Installation of 2 x Water Pumps 2,182,656.00
5. Pipping & Lagging of the Refrigeration System 4,500,000.00
6. Repair of Old Sabro Compressor 2,498,500.00
7. Installation of Network Infrastructure for ICT 8,000,000.00
8. Construction of a Bio-digester 18,461,178.00
9. Procurement of 7 Weighing Scales 1,174,860.00
10. Steam System and Hot Water Steel Tank 9,230,000.00
11. Procurement of Production Machines 7,520,769.00
12, Rehabilitation of the Tank House (Rendering System) 18,900,000.00
18. Rehabilitation of the Incinerator 2,287,200.00
14., Application of Epoxy 5,200,000.00
Sub-Total 159,806,594.00
Athi River Factory
15. Supply and Installation of Value Addition Machines 87,564,275.00
(Complete

16. Rehabilitation of Cold Rooms (ongoing) 14,500,000.00
Sub-Total 102,064,275.00

GRAND TOTAL 261,370,869.00

81. The Commission had the following revenue streams: sale of meat and meat products; Government
budgetary allocation; and rental income from leased land (Mackinnon Ranch and Shimanzi Depot)
and rental houses. The Commission had put plans in place to grow its revenue from its core business
by 20% annually to reduce reliance on the exchequer.

82. The Commission received the following revenues and exchequer issues in FYs 2019/20, 2020/21,
2021/22 and 2022/23:
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Table 19: KMC Revenues and Exchequer Issues

A-i-A 174,393,490.00 460,121,344.00 | 2,861,048,659.00 | 2,476,049,514.97
Exchequer (O & M) |  97,000,000.00 | 1,061,858,057.00 | _ 470,000,000.00 217,500,000.00
Special Programmes - - 500,000,000.00 350,000,000.00
Offtake Insitu)
Special Programmes - - 450,000
(Commercial
Offtake)

TOTAL 461,393,490.00 | 1,561,479,401.00 | 4,361,048,659.00 | 3,248,549,514.97

83. The Commission was faced with the following challenges in the FY 2022/23: aged machinery and
equipment; drought; cashflow challenges due to delayed payment by Government agencies for meat
supplied; poor implementation of livestock policies along the value chain; low productivity/yield;
untapped export market due to limitation in international certification; and land disputes.

84. During the tour, Members observed that all development projects indicated in table 18 above had
been implemented. There was prudent use of resources.
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CHAPTER THREE

3 COMMITTEE OBSERVATIONS

The Committee made the following observations on the budget implementation for the State
Department for Livestock Development and the State Department for Crop Development, that:

3.1 GENERAL OBSERVATIONS

1.

Both State Departments had various projects that they were implementing. The projects were at
different stages of completion. Completion of most of the projects had not been possible because of
late exchequer releases and lack of funds.

A key policy target under the Comprehensive Agricultural Development Program (CAADP) that
was endorsed by the African Union in 2008 in Maputo, Mozambique and consolidated as the Maputo
Declaration provides that governments should invest at least 10% of their national budgets in
Agriculture. In the Approved Budget for FY 2022/23, the Agriculture, Rural and Urban
Development Sector had an allocation of 4.43% following an expenditure of KSh. 92.66 billion
against a ministerial expenditure of KSh. 2.09 billion.

3.2 STATE DEPARTMENT FOR LIVESTOCK DEVELOPMENT

3.

The State Department had an over expenditure on two projects: the Bee Health Project - Vector
Regulatory and Zoological Services; and the Bee Bulking Project - Apiculture and Emerging
Livestock Services. The over expenditure occurred as a result of budget revisions through the
Supplementary Estimates No. II for FY 2022/23 which reduced the allocations below what had
already been utilized.

The State Department had developed various policies and Bills but was yet to submit them to
Parliament for review and approval. The policies and Bills are very essential in addressing the
various challenges that the sector faces.

The State Department had pending bills amounting to KSh. 212.1 million at the end of FY 2022/23
which occurred as a result of budget reductions and non-issuance of the exchequer.

The State Department had a historical pending bill of KSh. 4.025 billion which was a court award
to Halal Meat Products Limited (KSh. 4 billion) and Expert Associate Architects (KSh. 25 million).

3.8 STATE DEPARTMENT FOR CROP DEVELOPMENT

s

During the Financial Year, AFA had an allocation of KSh. 100 million for Farmer Registration. The
allocation had not been utilized at the close of the Financial Year. The Committee reallocated the
money to cater for other pressing needs in the sector during consideration of Supplementary
Estimates No. I for FY 2023/24.

The State Department had an over-expenditure of KSh. 8.847 billion (58%) on the Agricultural
Research & Development programme following an expenditure of KSh. 9.092 million against an
approved budget of KSh. 5.745 billion. The over-expenditure resulted from the non-approval by the
National Assembly of the Article 223 expenditure on Maize Flour Subsidy Programme for FY
2022/28.
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9. On the implementation of the Food Security and Crop Diversification Project, the State Department
utilised 96.5% of the allocation (KSh. 255 million out of KSh. 265 million) but achieved less than

50% in targets. This is because the State Department utilised KSh. 164.5 million to pay pending
bills.

10. There were pending bills on account of the Maize Subsidy Programme for FY 2017/18 (KSh.
1,427,022,383, the Fertilizer Subsidy Programme for FY 2017/18 (KSh. 6,745,657,010) and the
Maize Flour Subsidy Programme for FY 2022/23 (KSh. 8,028,029,817).

11. The Miraa Industry Revitalisation Project had targeted to construct four miraa market sheds but
this was not achieved because the allocation was used to settle pending bills for FY 2021/22.

12. The State Department was able to procure and distribute subsidised fertilizers amounting to KSh.
7.298 billion in FY 2022/23. There was a challenge in achieving last mile distribution (distributing
near the farmer) because some farmers still had to travel several kilometres to access the fertilizers.
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CHAPTER FOUR
4 COMMITTEE RECOMMENDATIONS
The Committee made the following recommendations from the above observations:
4.1 GENERAL RECOMMENDATIONS

1. During budget revisions, the National Treasury should ensure that proposed reductions are not
below the actual expenditure to avoid cases of pending bills.

2. The Cabinet Secretary, Ministry of Agriculture and Livestock Development should immediately
commence discussions with the Cabinet Secretary for the National Treasury and Economic
Planning and the Cabinet at large in order to ensure that the policy target under the Comprehensive
African Agricultural Development Program (CAADP) in the Maputo Declaration requiring
governments to invest at least 10% of their national budgets in Agriculture is adhered to. A well-
funded agriculture sector is capable of increasing the country’s GDP to great levels as a result of
increased revenues from the sector through export of agricultural products and creation of
employment.

8. The Ministry of Agriculture and Livestock Development should ensure compliance to the National
Treasury Circular on prioritization of payment of pending bills and the requirement that pending
bills should form the first charge of the budget.

4.2 STATE DEPARTMENT FOR LIVESTOCK DEVELOPMENT

4. The State Department should consult with the National Treasury on the way forward of settling
the historical pending bill of KSh. 4.025 billion with a view of ensuring it is settled within the next
three Financial Years starting with FY 2024/25.

5. The State Department should submit the draft Policies (the Livestock Policy and the Veterinary
Policy) and Bills (particularly the Livestock Bill) to Parliament for consideration and approval
within three months of adoption of this report.

4.3 STATE DEPARTMENT FOR CROP DEVELOPMENT

6. The Principal Secretary, State Department for Crop Development should prepare and submit a
policy on implementation of subsidy programmes by the State Department to the National
Assembly within six months of adoption of this report. This will ensure that subsidy programmes
achieve the intended objectives and for accountability.

4 The State Department should take appropriate measures including registering or establishing
additional warehouses where there are no NCPB stores to ensure easy access and availability of
subsidized agricultural inputs across the country and near the farmers.

’-)
SIGNED...... R At T LT et SO PRRR o LTPPRRER DATE.. 21 / D Q
. (DR.) JOH KANYUITHIA MUTUNGA PhD

CHAIRPERSON
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