
I
a'..

REPUBLIC OF KENYA

KENYA NATIONAL ASSEMBLY

PARLIAMENT - FOURTH SESSION

,ra t,KD

PF{
tk* '

cOPw
0^ p\'\

l}+

,ry*11

i

a

Z t MAR ?01S

THE LIAISON COMMITTEE REPORT ON THE DIVISION OF REVENUE BILL,2OL6

17'h March,2016

THE LIAISON COMMITTEE ITBPORT ON THE DIYISION OF REVENUE BILL,2OI6

I

{s
t'ri -i.



I

PIIEFACE

1' Mr' Speaker, followirrg the tabling of the Division of Revenue Bill, 2016 in the National
Assembly on l6'l'March,2Ot6 ancl committal to the Liason committee, I hereby present
to the Ilouse the Liaison Committee Report to that effect. As rnembers are already aware
the Division of I{evenue Bill provicles for the vertical sharing of nationally raised r.evenue
between the two Ievels of government as well as marking out specific resources to be
provided to Counties as conditional grants and the Equalizatiol Fupd.

2' Mr' Speal<er, tlte Bill is acconrpaniecl by an explanatory memorandum as reqLrired in
Article 218(2) setting ottt the explanation of revenue allocation as proposed by the Bill
along with tl-re evaluation of the Bill in relation to the cliteria mentioned in Article 203 of
the Constitution and a sulTrrary of any significant deviation fi.om the Commission on
Revenue Allocation,s [ecommendations.

3' Mr' Speal<e r, the Committee has done this pursuant to Article 95 of the Constitution,
which provides that the National Assernbly has the responsibility in the deternrination of
the allocation of national revellLre between the two levels of government. Specifically,
Article 95 (4) provides tlte mandate by which this I-louse examines the Division of
Revenue Bill by stipurating that the National Assernbry;

a' Detet'tnines the allocation of national revenue between the levels of
govel.llment, as provided ir-r part 4 of Chapter. 12;

b' Appropriates funds for expenditure by the national government and other
State orgarrs; and

c. Ilxercises oversight over ,ational revenue and its expenditure.

Mr' Speal<eI', the Public Filtance Management Act 2Ol2 reqtires the National Treasury
to submit the Budget Policy Statement (BPS) to parliameni, by l5,l February in each
year' In fulfilrlent o[this requiretnent, the National Treasury submitted to parliarnent theBPS, draft otr Division of Revenue 2016, Medium Tenn Debt Management strategyPaper, legislative proposal on County Allocation of Revenue , 2016 op 15,1, February
2016' Tliese docutnents provide the basis for formulating the budget for financial year
2016117 artd tlte mediutr term and the proposecl sharing of nationally raised revenlle
between the National and County governments.

Mr' Speal<ct', the l,iaison Committee as currently corrstitutcd cornprises the following
Florrourable Mem ber.s :

1. I-lon. (Dr'.) .ioyce l-aboso, M.r). - Deputy spcarrcr /CIrairpcrso,2. [-lorr. Moses Clreboi, M.p _ Vicc Chair.pl.*,,
3. llon. Musrath Idd, M.p.
4. I-lon. Adan Mohamed Nooru, I\4.1).
5. Ilotr. Aclen Keynetn, M.p.
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6. I{on. Alex Mwirur, M.P.
7. Hon. Amina Abdalla, M.P.
8. FIon. Asrnan Kamama, M.P.
9. I{on. Benjamin Langat, M.P.
10. Hon. David Were, M.P.
I l. Ifon. Dr. Rachel Nyamai, M.P.
12. I-Ion. Florence Kajuju, M.P.
13. Hon. Jamleck Kamau, M.P.
14. Ilon. Janet Nangabo Wanyama, M.P
15. Hon. Johnsor-r Sakaja, M.P.
16. Hon. Maina Kamanda, M.P.
17. Florr. Moses Lessonet, M.P.
18. Hon. Ndungu Gethenji, M.P.
19. Hon. Nicolas Gurnbo, M.P.
20. Hon. Njoroge Baiya, M.P.
21. Hon. Roselinda Soipan, M.P.
22.Hon. Sabina Chege, M.P.
23. Hon. Samr"rel Chepkong'a, M.P.
24.Hon. William Cheptumo, M.P.

6. Mr. Speaker, in considering the Division of Revenue Bill, the Committee held one
sitting to consider and deliberate on its contents. The Committee notes that this particular
Iegislation is very important as it will unlock county governments' access to the shareable
revenLle. The Cotnmittee's intention is timely execution to avoid previous situations that
led to delays in passage of this critical Bill so that it can pave way for introduction of the
County Allocation of Revenue Bill. The Committee is grateful to the Members of
Parliarnent who participated in the process for their diligence and insightful input in
making sure that Parliament fLrlfils its role as provided under Article 95 of the
Constitution.

Honourable Mcmbet's, I would Iike to remind this l{ouse that ideally the enactment of
the Division of Reveuue Bill should swiftly follow the approval of the report on the
13r-rdget Policy Statement. This is in order allow commencelnent of the preparation of
subsequent documents in the budget pl'ocess which take the cue fi'om the enactment of
this Bill. I tlierefore r-rrge this l-louse to consider and approval the 13ill expeditiously in
sr"rfficient tirne to allow the pleparation before subrnission of the annual estimates that
will be sr-rbmitted by the 30tr'of Apriltliis year.

Mr. Speaker, it is therefore my pleasant undertaking, on belialf of the Liaison
Coumittee, to table tliis I{eport arrd recornrlend it to the House for adoption.
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Signed

Hon. Moses Cheboi, M.lr.
Vice-Chairperson, Liaison Committee

lTtl'Marcl42016
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Contents of the tabled Division of Revenue Ilill , 2016

9. Mr. Speaker, according to lhe 2016 BPS, the approxirnate total sharable revenue is
estirnated at Kshs 1,380 billion of wliich Kshs. 1,093 billion for National Government,
Kshs.280 billion for County equitable share and Kshs. 6 Billion for equalizatiori fund.
This is as shown in table I below.

Table 1: Vertical sharr of revenue between the National and Govelnment

10. Mr. Speal<er, further and itr accordance with the provisions o1' Arlicle 202(2) of the
Constitution, County governments may be given additional allocations from the national
govel'nment's share o1'the revenue, either conditionally or unconditionally.

11. In this regald, Mt'. Spcaker, the DoRB, 2016 sets aside additional resources as
conditional grants to thc counties lbr specific national government interventions. During
the FY 2016117,the total conditional transfers to tl.re county government's equivalent to
Kshs 21.896 billion. The conditional grants comprise of the following;

(i) Kshs 4.5 billion, to cater for the leasing o1'medical equipment to
facilitate purchase of modern specialized medical equiprnent in at
least two county liealth facilities. This is managed by the national
govemment on behalf of the county governments in accordance
with existing intergovernrnental fi'amework agreed on with county
governrnents.

(ii) I(shs 4.12 billion, to cater fbr provision of fi'ee maternal
heaIthcare.

(iii) l(shs 4 billion to cater fbr level live hospitals.
(iv) l(shs 0.9 bitlion to cater lor forgorre user fees compensatiotr to

healthy lhcilities. 'fhis is to corlpensate county goventntents for

The Division of Rcvenue between thc National and County Governments in Kshs in
Millions

201sfi6 2016/20t7Level / Type of Allocation
National Government 991,892.00 1,093,899.00
Of Which

4,298.00 4,721.03Irree Maternal Healthcare
I-easing of Medical Equiprnent 4,500.00 4,500.00
Compensation for User lress Forgone 900.00 900.00
Level Five (5) Hospitals 3,600.48 4,000.00
Special Purpose Grants supporting access to
Ilmergency Medical Services

200.00

Allocation from the Fuel Levy Fund (15%) 3,300.00 4,306.81

Conditional Allocations (Loans & Grants) 10,671.21 3,870.69

Equalization Fund 6,000.00 6,000.00
Counff Equitable Share 259,774.50 280,300.00
Total Sharable Revenue 7,251,666.50 1,380,199.00

IIE I,IAISON COMMI'T'I'EI' I{II])OII]'ON TI{II DIVISION OII ITEVIINI]tr BIT,I ,,2016



I
t

revenue forgone by not charging user fees in the county health
facilities.

(v) Kshs. 0.2 billion to special purposes grant for supporting access to
emergency n-redical services in Tana River and Lamu counties. The
rationale of this grant is that their proximity to Somalia are more
vulnerable to terror attacks, security threats and hurnanitarial
crises.

(vi) Kshs 4.306 billion to cater for allocation from Fuel Levy fund.
This is reserved the county govel'nments to facilitate county
governments to repair and maintain county roads under their
jurisdiction. The amount is equivalent to r 5o/o of the projected
Road Maintenance lrLrel Levy Fr"rnd (RMFLF) collection.

(vii) I(shs 3.87 billion to cater for as loans and grants for ongoing donor
supported projects.

COMMIT TE,E RITCOMMI1 NDATIONS

12.Mr. Speaker, arising fi'orn the consideration and discussions on the Division of Revenue

Bill, 2016, the Comrnittee recommends that this Ilouse approves the Bill as it was tabled.

TI-Itr LIAISON COMMTI"I'IiT] IU,PoR]'ON 1'IIII DIVISION OF IUiVONT]E BILT,,2016



t MINUTES oF TIIE 25TH SITTING OF THE LIAIsoN CoMMITTEE TmLD ON
THURSDAY LTTH MARCH, 2016 IN RoOM 7, MA[N PARLIAMENT BUILDINGS AT
4:00 PM.

PRXSENT
1. Elon. Moses Cheboi, MP
2. Hon. Asman Kamama, MP
3. Hon. AdanNooru, MP
4. Hon. Jamleck Kamau, MP
5. Hon. Maina Kamanda, MP
6, Hon. Florence Kajuju, MP
7. Hon. Adan Keynan, MP
8. Hon. Benjamin Langat, MP
9. Hon. Samuel Chepkong'a, MP

10. Hon. Johnson Sakaja, MP
11, Hon. AIex Mwiru, MP
12. Hon. Nicolas Gumbo, MP
13. Hon. Njoroge Baiya, MP
i4. Hon. Ndung'u Gethenji, MP

- Yice Chairperson/Nlember of the Speaker's Panel

ABSENT WITH APOLOGY
1. Hon. (Dr.) Joyce Laboso, MP - Deputy Speaker/ Chairperson
2. Hon. Moses Lessonet, MP
3. Hon. William Cheptumo, Iv{P

4. Hon. Roselinda Soipan, MP
5. Hon. David Were, MP
6. Hon. (Dr.) Rachael Nyamai, MP
7. Hon. Sabina Chege, MP
8. Hon. Amina Abdal1a, MP
g. Hon. JanetNangabo Wanyama, MP

IN ATTENDANCE

,A.TI Y SECRETARTA
Ms,

r&.
IVK.

Ndr.

Mi.
Nft.

Ms.

Phyllis Makau
Peter Chemweno
Den::is Mogare

Benjamin Ngimor
Joseph Ndirangu
Danson Kachumbo

Rehema Koech

Director, P arliamentary Bud get Office
Deputy Director, Committee Services

Clerk Assistant III
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst
Audio Recording Officer
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I8. Mr. Vitalis Ndambuki Office Assistanl

MIN. NO.2912076 _ PRELIMINARIES
The Charrperson called tire meeting to order at 4.28 pm. A prayer was then said by Hon. Marna
Kamanda, MP' The Chairperson then stated that the agenda of the meeting lvas a briefing on the
Contents of the 201512016 Supplementary Estimates i. He then welcomed the Director,
Parliamentary Budget Office to brief the Committee.

MIN. NO.3O/2016 - BRIEFING ON THE CONTENTS OF THE 2015 /20L6
SUPPLEMENTARY ESTIMATES I.

The Director, Parliamentary Budget Office presented that:

i' The first Supplementary Budget for 2015/16 was tablecl in the National Assembly on
15th March 20t6. This supplementary budget proposes to increase the total gross
ministerial estimates for 2015/16 by Ksh 26.4 billion (1.g% of the printed
estimates)'I{owever, the overall cirange in the gross estimates is occasioned by a,
increase in Appropriation-in-Aid (AIA) of Ksh67.4 billion while the net estimares are set
to reduce by Ksh 41 billion.

2' T'he gross ministerial recurrent estimates are set to increase by Ksh 20.1 billion while the
gross capital expenditure is set to increase by Ksh 6.4 billion. Further, the Consolidated
Funds Services (CFS) expenditure is set to increase by Ksh 24.2 biltion. The interest
repayment will increase by Ksh 9.9 billion; the aliocation for pensions and other
misceilaneous expenditures will increase by Ksh 4 billion and redernption of domestic
debt will increase by Ksh 10.2 billion.

3 ' The legal requirements underpinning the preparation and approval of the Supplementary
Budget is provided for in Article 223 of the Constitution; Sections 43(2) and 44 of the
PFivI Act 2012 and Section 40 of the pFM Regulations.

4' An evaluation of the iegal compliance of this Supplementary Budget shows that it
adhered to most of the provisions; the document achieved a compliance rate at 60.710/o.
Some of the provisionsthat were not adhered to include the foliowr,g:

a' Details on whether any additional funds sought for in the supplementary budget is
for expenditure that is either yet to be incurred or has been incurrecl within the last
two months.

b' Some of the programmes have been amended by more than ten percent of tiieir
approved estimates for 2015/16. (A list of these progralnmes is provicied in Annex
2)

c' The National Treasury has acknowledged that the revised allocation for the wage
bill of nationai go\/ernment is above the 35Yo tiueshold provided for in tlie
regulations.

2



t
d. Details of l-row the increments in external financing for the sr-rpplementary budget

will impact on the public debt.

e. Information on the impact of the supplementary budget on thc flnancial objectives

underpinning the 2015116 budget as envisaged in the BPS 201 5.

f. l'he current budget performance for 2015116 including the actual expenditure and

the outstanding liabilities or commitments.

g. Information of changes in revenues and financing.

h. Some programmes with expenditure changes do not have reciprocating changes in
outputs and Performance I'argets.

i. introduction of a new programme 'Youth Training and Development' under the

State Department of Science and Teclurology.

5. On Economic Growth, during the approval of the 2015116 budget estimates, the National

Treasury was projecting that the economy will grow by 7 percent in 2015116 despite

lower projections by several institutions. I-lowever, towards the end of the first half of the

year, the economic growth was revised downwards to 5.8 percent in the Budget Policy

Statement (BPS) 2016. Consequently, it has necessitated the revision of both the revenue

projections and the overali expenditures tluough the supplementary budget.

6 . The overall inflation for the f,rrst 8 months of 20 1 5/ 1 6 was irigher at 6 .9 percent compared

to that in the same period in20l4ll5 al 6.5 percent. It was noted that the inflation rate

gradually increased from August 2015 to peak in December 2015 at 8.01 percent

compared to a decrease from August 2014 to a low of 6.04 percent inDecember 2014.

The decrease in inflation rate in 2014 was largely due to a drastic decline in global oii
prices while the higher inllation in 2015was as a result of increases in food prices.Despite

the slump in oil prices belng sustained into 2015, the depreciation of the shilling wiped

out the benefits of lower oi1 prices.

l. On Interest Rates, since the beginning of FY 2015116, the Central Bank Rate and the

Kenya Banks'Reference Rate (KI3RR) had remained constant a1 1i.5 percent and9.87

percent respectively. However, the lending rates had gradually increased florn 15.8

percent in July 20i5 to a high of 18.3 percent as at February 2016. The deposit rates have

also increased from 6.3 percent in July 2015 to 8 percent in Iiebruary 2016. This indicates

that the unchanged monetary policy stance has had little effect especially on the lending

rates. The high lending rates impact negatively on the private sector growth.

8, On the Exchange I{ate, In 2075, the shilling depreciated against all major intemational

currencies but it was able to remain resilient at the beginning of 2016. The shilling was

exchanging with the US dollar at Ksh 101.2 in July 2015 but gradually weakened to a
low of Ksh 105.3 in Septernber 2015 befbre it starled gaining. As of January 2016 lhe
Kenyan Shilling traded at Ksh i02.3 against tlie US Dollar and has since stabilized. Since

October 2015, the Shiliing had bcen appreciating against the Sterijng Por.rnd to stand at

Kslr i47.5 and Ksh 111.1 to the llr"rro as of Jai-iuary 2016.
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Vote Details Key Programme o//o

Change

134%

-37o/o

1051 Foteign Affats and
international trade

internailonal trade and
investments promob.on

688 925

1061 State Department of
Education

primary educauon 35,803 (1 3,1 83)

1062 State Department of
Science and technology

gerreral adrninis tra hon
planrung and support
serqlces

1,,379 1,138

4,562

2,517 82%o

1092 State Deparrment
[or
1121 lvlinistry of ICT

a1r lfansPort 6,966 11,528 65%o

ICT rnfrasuucture
development

6,556 6,144 12,100 94%

1151 mrnistry of Enetgy
and Petroleum

power ttansmlssion
and distdbr-rtron

62.819

3,544

28,363 91,242 45%

1161 State Deparrment of
Agdculture

agribusiness and
ilformatron

1,975

(2,682)

5519 s6%

crop developrnent and
t

1,2,802 10,120 -21,o/o

1191 ivlinistry of Mining tesource surveys and
remote sensing

924 (600) 324 -650/o

9 ' -J-hc 
ma.1or changes in Prosramme Based Budget arc as shown in the foliorvrlg table;

Programmes with rnaior allocation changcs (Ksh millions)
Adjustment
Increase/
Dectease

1,613

22,620

10' The Votes with the hrghest ilcteases and reductions ln recurrent expendrture are as shown
rn the table be].ow:

Major adjustments in recutrent expenditure (Ksh millions)
Details

Er\CC 715 3

Pdnted
Estimates

Revised
Estimates

87

4

Vote Printed
Estimates

Additions Reductions Rerrised
Estimates

101 1 The Presidency 5,950 1 )t1 7,1,91
1.021 State ent for Intetror 88,028 5,199 93,26
1051 Ivlinistry of Foreign Affairs and

Internationai Ttade
1,3,135 2,469 75,604

1131 ofS orts Culture and the Arts 2,947.3 1,502.0 4,+49
1071 The National Tr 43,276 (9,467) 33,749
1161 State D rment of re 8,313 \!,/Jl) 6,081

1022
State Department fot Coordination of
Nauonal Government
State Department for Infrastruc flrre

1,6,967 616 11,584
1091 29,953 1,7,6-/ 3 41,621

1 101

ivlinis try of Environment,Natural
llesources and I rnent
Thc

12,783
12,624

646 13,42.6
1261 (1,017) 1 1,607
1271 2,31.2
1291 1,964Office of DPP 704 69
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11. 'fhe major increases and reducdons of development budget and the Spendrne Agencies

affected was as tabulated below:

Table 5: Major Adjustrnents in Development Expenditure (Ksh millions)

12.In terms of financing the budget:

i) The overall change in the net estimates is a reduction of Ksh 41 billion with the

recurrent net estimates increasing by Ksh 8.2 billion and the capital net estirnates

reducing by Ksh 49.1 billion. fhis indicates that all increments in the net

estimates was met by reductions in other ministries.

ii) Increase in the Appropriations in Aid amounts to Ksh 67.4 billion with the

recurrent AIz\ ir-rcreasing by Ksh 11.9 billion and the capital AIA increasing by

5

690 4,889

181,,302 6,807 188,018

Printed
Estimates

Increases Reductions Revised
Estimates

Vote Details

15.2591021 State Department for Interior 74,296 t6-7

158,455 5,096 163,551,1.092 State Department of Transport
8,286 1,448 9,7341 101 Ministry of Environrnent, Natural

Resources and Regf onal Development
Authorities

1102 Ministry of W'ater and Irrigation 35,448 12,552 48,000

8,943 5,579 14,5227121 Ivlinis try of Informa tion
Cornmunication and Technoiogy

63,6881,071 The Nauonal Treasury 49,17 0 1,3,918
c)) 41) 23,596 116,0091 151 Ivlinistty of Energy and Pettoleum

29.6391081 Ivlinistry of Health 30,664 (1,025)

1,846 (806) 1,040101 1 The Presidency
(7.108) 54.6051031 State Department for Planrung 61,11,3

22.408 (14,007) 8,4011061 State Department for Education
1r1,047 (e41) L3,1,071,062 State Department for Science and

Technology
104.013 (1.777) 102,2361091 State Department of Infrastrticture

24 q'791111 Minisuy of Land Housing and Urban
Development

28,119 (3,539)

3.641 (1.381) 2,26011"31 Ivtinrstry of Sports and Culture
(782) 1.4,7981,141 Ministry of Labor Social Securiry and

Services

15,580

26.1.53 (15,233) 1,0,920L1,61 State Department for Agricuiture
1.1.62 State Department for Livestock 5,1.11 (647) 4 \)a

6,265 (630) 5,635111 1 Ivtinistry o f Indus trialization and
Enterpdse Development

(882) 61,411,91, IvlinisW of Ntinine 1,496

1261 4.064 (1,006) 3,058The Judiciary
(1.100) 2.1002041 Parliamentary Service Commission 3,200
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Ifth 55.5 billion. J'he increment in tecurrent AIA is largely uncler the State
Department for infiastrttcfure whiie that of the capital estimates were donor funcls.

MEMBEITS' OB SERVAT'IONS/C ONCERNS
Members observed that:

1' Departmental commtltess shoulclhave handled the 2ol512016 Supplementary Estimates I
before deliberation of their finclings at the Liaison Committee level srnce they deal
directly with line ministries and other agencies under their oversight purview ancl have a
detaied understanding ofthe issues at hand.

2' Some of the funds in the supplementary estimates had been spent while others had not
and it was not easy to distinguish'"vhich had or hadn,t been spent.

3' There was no limitation in tenns of time the2ol5/2016 Supplementary Estimates I coulcl
be in the national assembly. Such estimates were not part of the calencler of the house and
were submitted by the National Treasury on a need basis.

4' The reduction in the state departrnent of agricuiture by 15.233 Biilion did not adhere to
the 10o/o limitation in adjustments in suppplemntary appropriation. Equaly, onty 12.552
Biilion of the sum is transferred the Ministry of Water and lrrigation, the rest is not
reflected.

5 ' The Ministry of Energy ancl Petroleum gets an adclitional funding of 23.596 Billion which
was huge considering the remaining period to the end of the financial year. It was
however clarihed that this was donor funding which was a common feafure in the sector.
However, this still reflected poor planning.

6 ' The National Treasury gets an additional funding of i 3 .9 1 8 Biilion which was to a large
extent meant to bail out Kenya Airways. It was noted that Kenya Airways did not deserve
such bailout.

7 ' Sorne adjustments \,vere major and deserve to be reflected in the next financial year,s
budget not in a supplementary budget.

8' The Parliamentary Service Commission had a recluction of funding by i.1 Billion in its
development vote yet the same was not balanced by an increase by the same arnount in
the commission's recurtent vote. Such action wouid hamper operations in parliament
especially locai and foregin travel for oversight purposes.

MrN. NO.31/2015 RI,SOLUTIONS

The meeting resolved that:
1' The 2015/2016 Supplementary Estimates I shoucl be refered to departmental committees

for consideration and an extension of timelines for repofting to the house be sought from
the speaker on Tuesd ay 22nd March, 2016.

2' l-he Liaison Comrnittee shall receive reports from clepaitlnental commitlees on the
morning of 22"d March, 2016 and thereafter engage the Cabinet Secretary, National

6
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I Treasury on the Supplementary Estimates in the afternoon. The resultant report shall be

tabled in the house on Thursday 24'h March, Z}rc.

MIN. NO.32l2016 CONSIDERATION AND ADOPTION OF A COMMITTEE
REPORT ON THE DI\ASION OF RE\TENUE BlLL,20l6

The Committee considered and adopted its report on the Division of Revenue Bill, 2016 after rt

was proposed and seconded by Hon. Alex Mwiru, MP and Hon. Nicolas Gumbo, MP

respectively.

MIN. NO.33/2016 ADJOURNMENT

There being no other i6ess, the Chairperson adjourned the meeting at 6:25 pm

Sign
t^
\ --.

(Chairpe )

Date

-l '-r
.1'.tr I ILI
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