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A Bill for

ANACTofParliamenttoprovidefortheequitabledivisionofrevenueraised
nationally between the national and county governments in 2018/19 linancial year, and for

connected purPoses.

ENACTED by Parliament of Kenya, as follows-

PART I- PRELIMINARY

shon titlc l' This Act may be cited as the Division of Revenue

Act,2018.

lnrerpretation. 2. ln this Act, unless the context otherwise requires-

No. 16 of20ll

Object
purpose of
Acl.

"Cabinet Secrelary" means the Cabinet Secretary for

the time being responsible for matters relating to finance;

"revenue" has the meaning assigned to it under section

2 of the Commission on Revenue Allocation Act, 201 1 ;

and

"State Organ" has the meaning assigned to it under

Article 260 of the Constitution.

3. The object and purpose of this Act is to provide for

the equitable division of revenue raised nationally between

the national and county levels of government for the

financial year 2Ol8/19 in accordance with Article 203 (2)

of the Constitution.

Allocations
national
countY
govcrnmcnts

and
tlre

I

ro 4. Revenue raised by the national government in
und ,"rp".t of the financial year 2018/19 shall be divided

among the national and county governnlents as set out in

the Schedulc to this Act.

Variation
revenue.

5. (l) tf the actual revenue raised nationally in the

financial year falls short of thc expected revcnue set out ln

the Schedule, the shortfatl shall be borne by the national

government, to the extent of the threshold prescribed in

Rcgulations by the Cabinet Secretary.

S.trCRET
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(2) If the actual revenue raised nationally in the
financial year exceeds the projected revenues set out in the
Schedule, the excess revenue shall accrue to the national
government, and may be used to reduce borrowing or pay
debts.

SCHEDULE (s.4)

Allocation of revenue raised nationally between the national and county governments for
the financial year 2018/19

'l'ype/levcl of allocation Anrount in Ksh.

Pcrcentf,ge (7o) of
20lJ/|4 audited and

,pprovGd Revenue i.e.
Ksh.935,653 Millionr

A. National Government * l,169,?92,000,000

Of wh ic h:

I l,lasing o/ i.h\li(al E<lu4r enl 9.100.000.000

2. (-onpensation lnt' ser fces .litrgont 900.000.000

3. l-evel 5 horpitols 1,326,000.000

1 - Sultplcuent lor constnrct ion oJ' couhtv headquarters 605.000.000

5. laeh.rbiliratior of ,'outh I'ol)\eclitits 2.000,000,000

4,700,000,000 0.5%

C. County equit.blc share J 14,000,000,000 33.6%

D. 'I otal sharcable rcvenue r ,688,,t92,000,000

SECRET
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The National Government share includes Ksh.4,300 nrillion which is a special glant to the

National tlealth Insurance Fund (NHIIi) for frec Maternal health care , to be disbursed as a

reimbrrrsemenl to county governments.

l. County equitable shere -r t 4,000,000,000

2. .4ttttitiot tl ottlilittttttl olhu iotts(,\init,trttl Gttrtrn ,r.'t \httrt oI RL'wnuc) rtJ r7.2Jr,000,000

2.1. l.eusirtg ol \l*lictrl Etptipnenr 9.100.000.000

2.2 Con4tcn.ratinr ftr-urL'r J@s lireonc 900.001).000

2.3 l,ev?l il)st)iktl5 4.326.000.000

2.1 .Sup1lt'men /it con!;tnu:lion ol (ounl)' lrcotLltnrtert 605.000.000

2.5 llehobtliktlion oJ l ourh I'ol1'tcchnics

.1. A llotttlioh lrotfi l:utl Ltt'.t'l'irnd (1S'li) E)69,000,000

4. (\urliliontl ulkr tiott\ (l'o ,tt & !rotttr) oIt''lti.lt: -t3,241,930,770

J.l lD.4-Kanlu l)tvoltiion S pPo h'ogrun (Kl)Sl')
2.300.000.000

4 2 ll)A-Ken'a l)avolution \ul\rott I'rogttt, lKl)Sl') (l.ev'l ) (;r ) 1.000.000.000

1.J I Dtl:htnt/ottttut! llL'ulth '\vstem: lo l triwr1ol ( arc I'rttlaLr 3.636.589.847

l - 1 t ),1,\ 1 D.1 - 1.: t t i |a 6u l l l,' al r ht ar<' l or l )av wcl S-r's r t m I' rogrrr nt l.0t 2.500.000

1 5 tD,l-ittttionol ,lgtk: arc & llural lnclusivr (irrtttth I'roltct
2.949. t38.42 3

.1.6 l,U-tnstntmctlls lot Dc\ol tion,4(l|i.:r nnd SuPPort (ll)l','lS)
1.040.000.00()

4 7 tD.4 thht'td Bo k) - Kcnlo ('linntc Snrorl ,l!!riLullurc Prt)irc!
(K( 5.4P) 3.039.000.000

.l.lJ ll'orhl /?lJnk KL'ntu llrhon SuPltort l'ro!ru 1KIISI') I t.161.702.500

19 tD,1- llhtcr atul Sottirttttott l)L'r'cloltntttt I'ntltct (ll'SDl't 3.80().000.000

Total CouIty Alloc^tions= (l+2+.1+4) t72,741,930.??0 J9.8.

SECRET



SECRE''

MEMORANDUM ol' OBJECTS AND RXASON

The principal obj ect of this Bill is to provide for the equitable division ofrevenue raised nationally
among the national and county levels of govemment as required by Article 218 of the Constitution
in order to facilitate the proper fl:nctioning of county governments and to ensure continuity of
county sBrvices.

Clauses I and 2 of the Bill provide for the short title of the Bill arrd the interpretation of terms
used in the Bill.

Clause 3 of the Bill contains the provisions on the objects and purpose of the Bill.

Clause 4 of the Bill prescribes the allocations for the national governrnent and. the county
governments from the revenue raised nationally for the financial year 2018/19.

Clause 5 of the Bill deals with mechanisms for adjusting for variations in revenues emanating
from revenue performance during the financial year in which this Bill relates to.

I,

t\
+-c(, \-r,\

Dated the ......,2018
Henry Rotich, EGH

Cabinet Secretary for
The National Treasury

I
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APPENDIX

EXPLANATORY MEMORANDUM TO THE DMSION OF REVENUE BILL (DoRB),

2018

Background

This memorandum has been prepared as an attachment to the Division of Revenue Bill
(DoRB), 2018 in fulfitmenl of the requirements of Article 218(2) of the Constitution and

Section l9l of the Public Finance Management Act,2012.

2. Article 218(2) of the Constitution requires that the Bill be submitted to Parliament every year

together with a memorandum explaining:

(a) the proposed revenue allocation set out in the Bill;

(b) the extent to which the Bill has taken into account the provisions of Article 203 (1) of the

Constitution; and

(c) any significant deviations from the recommendations of the Commission on Revenue

Allocation (CRA).

3. ln addition to the above requirements, Section l9l of the Public Finance Management Act,

2012 requires that the Bill be submitted to Parliament together with the Medium Term Budget

Policy Statement accompanied by a memorandum which explains;

(a) the extent, ifany, ofdeviation from the recommendations ofthe Intergovemmental Budget

and Economic Council; and

(b) any assumptions and formulae used in arriving at the respective allocations proposed in the

Bilr.

Explanation ofthe Allocations to the National and County Governments as Proposed in the

Biil

4. The DoRB, 201 8 proposes to allocate to County Govemments Ksh.372.7 billion in the

financial year 2018119, which relative to the 2017/18 allocation, reflects an increase of Ksh.

33.3 billion or 9.8 percent. This allocation comprises ofan equitable share ofKsh. 314 billion

and additional conditional allocations from the share of national govemment revenue

amounting to Ksh. 17.2 billion.

SECRET
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Co u nty G ove rnme nts' Eq uilable S h are

The County Govemments' equitable share of revenue raised nationally for the financial

year 2018/19 is anived at by growing the County Govemments' equitable share for

2017l18 ofKsh. 302 bitlion by a growth factor of4.0 percent. This yields an adjustment of

Kshs l2 billion. This growth factor was agreed through consensus following consultations

under the Intergovernmental Budget and Economic Council (IBEC). This growth factor is

determined after taking into account the fiscal framework that underpins the Budget Policy

Statement for FY 2018/19, which reflects a sharp drop in fiscal deficits from 7.2 percent

ofGDP in FY 2017/18 to 6 percent in FY 2018/19, increase in debt service costs, drop in

National Govemment ministerial expenditures and downward adjustment of revenue

projections in light of shortfalls in revenue in FY 2017/18. The equitable share ofrevenue,

thus determined, is an unconditional allocation to the County Governments and therefore

County Govemments are expected to plan, budget, spend, account and report on the funds

allocated independently.

After making the above adjustment, Counly Govemments' equitable share of revenue in

the financial year 201 8/ I 9 is estimated to be Ksh. 3 l4 billion (see Table I ). This allocation

which represents a 33.6 percent of the latest audited revenues for FY 2013/14 (i.e. Ksh.

935.7 billion) is above the constitutional minimum of l5 percent.

Tablc l: Equitablc ltevenue Share Allocation to County Governmcnts, F'Y 2018/19

Iludget ltem Amount in Ksh. Million

County Equitable Revenue Share for FY20l 7/18 3 02,000

Add

Adjustment based on fiscal framework (Revenue gromh factor
= 4.0%)

12,000

Equitable Rcvcnue Share allocation for FY 2018/19 3 t 4,000

6

Source: Nstional Trcasur!

Str-CRET
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Article 202(2) of the Constitution provides tbr additional allocation to County

Covemments from the National Govemment's share of revenue, either conditionally or

unconditionally. Pursuant to this Article, the National Government proposes to allocate the

following additional conditional allocations to support specific national policy objectives

to be implemented by County Governments:

Additional Conditional allocation of Ksh. 900 million to compensate county health

facilities for forgone user fees. lt is the intention ol govemment to sustain the

Govemment policy of not charging user fees in public health facilities. ln this regard,

and in furtherance of this policy, the National Govemment has allocated Ksh. 900

SECRET

Atltlitional Conditional Allocalions lo County Governments

Additional Conditional Allocation to facilitate the leasing of medical equipment

of Ksh 9.4 billion. This grant which is in its fourth year of implementation, is proposed

to increase from Ksh.6.l bitlion in FY 2017/18 to Ksh. 9.4 billion in FY 2018/19 and

is intended to facilitate the purchase of modem specialised medical equipment in at

least two health facilities in each County Government over the medium term. This will

facilitate easy access to specialised health care services and significantly reduce the

distance that Kenyans travel in search of such services today. This increase in

budgetary allocation by Ksh. 3.3 biltion is attributed to the Jubilee govemment agenda

to provide Universal healthcare whose implementation has been extended to county

govemments. In addition, this may also be attributed to purchase and installation ofthe

Medical Equipment in more counties leading to an increase in estimated cost of
maintenance of the equipment.

Additional Conditional allocation for level-5 hospitals of Ksh. 4.3 billion. Level-5

hospitals have continued to play a significant role in providing specialised health care

services to Kenyans. I'hese hospitals provide specialised health care services to citizens

residing outside their host County, usually for complicated cases relerred from lower

level health facilities. In order to compensate them for the costs incuned in rendering

services to neighbouring Counties, the national government proposes to allocate Ksh.

4.3 billion in financial year 201812019 up lrom Ksh. 4.2 billion allocated in FY

2017/t8.
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million in the llnancial year 2018/19 to compensate county governments for revenue

forgone by not charging user lees in the county health iacilities. This additional

conditional allocation is in its 4th year of implementalion.

Additional Conditional Allocation for Rehabilitation of Youth Polytechnics of

Ksh. 2 bitlion: this additional conditional allocation which is in its second year of
implementation and implemented through the State Department of Vocational and

Technical Training, is meant to support county govemments in equipping 'fechnical

and Vocational Centres and capitation of student I'ees. The additional conditional

allocation aims at enhancing access to quality and relevant vocational skills training.

Additional Conditional allocation to supplement county allocation for the

construction of county hcadquarters of Ksh. 605 Million in five counties: This

conditional allocation is intended to further supplement financing for construction of

headquarters by five County Covemments that did not inherit adequate ofllces. The

five counties are lsiolo; Lamu; Nyandarua; Tana River and Tharaka Nithi. The

allocation which is part ofa three year plan, beginning financial year 2016/17, to

supplement the five counties construct their counly headquarters will be shared equally,

with each getting an allocation of Ksh. l2'l million in I"Y 2018/19. This marks the

second phase of lhe agreement whereby the National Government will contribute 70

percent of the budget while County Govemments will contribute 30 percent. The

National Govemment's contribution will be spread over three financial years.

Additional Conditional Allocation from the Road Maintenance Fuel Levy Fund

of Ksh. 8.3 billion. This conditional allocation which is in its lburth year of allocation

is proposed to amount to Ksh8.3 biltion in FY 2018/2019. This allocation is meant to

llrther enhance County Covemments' capacity to repair and maintain county roads

and is equivalent to l5 percent ofthe Road Maintenance Fuel Levy Fund.

Trnnsforming Health Systems for Universal Care Project conditional allocation

of Ksh. 3.6 billion (World Bank credit) :- This conditional allocation through the

Ministry of Health is expected to continue to improve delivery, utilization and quality

of primary health care services with lbcus on reproductive, maternal, new-bom, child

and adolescenl heahh (RMNCAH) at the county level. This additional conditional allocation

amounls to Ksh. 3.6 billion for financial year 2018/19 up from Ksh. 2.75 biltion in FY

20t'7118.
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National Agricultural and Rural Inclusive Growth Project; NARIGP of Ksh. 2.9

billion (World Bank credit): - this additional conditional allocation, which in FY

2017/18 amounted to Ksh. 1.05 billion is expected to increase to Ksh. 2.9 billion in

financial year 2018/19. This additional conditional allocation is meant to iurther

compliment efforts by counties to increase agricultural productivity and profitability of
targeted rural communities in selected counties, and to provide immediate and effective

response in case olcrisis or emergency.

Kenya Urban Support Program (KUSP) additional conditional allocation of
Ksh.l1.5 billion:-The Program Development Objective (PDO) of this additional

conditional allocation is to establish and strengthen urban institutions to deliver

improved int'rastructure and services in participating counties in Kenya. This allocation

will provide capacity building and instilutional support to 47 counties; however, direct

financial support will be provided to 45 counties other than the city counties of Nairobi

and Mombasa, and to 59 potentially eligible urban areas within those counties.

Kenya Devolution Support Program (KDSP) County Capacity Building ("level
l") Grant of Ksh. 2.3 billion. This is a conditional grant, which is in its second year

of implementation, financed by a World Bank credit to support county govemment's

capacity building under the Kenya Devolution Support Program (KDSP) amounting to
Ksh.2.3 billion. This grant is intended to support capacity building initiatives in the

counties in the following areas:

o Strengthening public financial management (PFM) systems;

o Strengthening County Human resource management;

o Improving county planning and Monitoring & Evaluation systems;

o Civic Education and Public Participation; and,

o Strengthening Intergovernmental relations.

KDSP Performance ("level 2") Grant amounting to Ksh.4 billion. This is a

conditional grant financed by a World Bank credit which is intended to incentivise

county govemments that achieve good results in the following key areas:

o Strengthening public financial management (PFM) systems;

o Strengthening County Human resource management;

o lmproving county planning and Monitoring & Evaluation systems;

o Civic Education and Public Participation; and,

o Strenglheninglntergovernmental relations.

crr-pET
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Performance ofcounties in the above areas is to be assessed by an independent firm to

be recruited th,rough a competitive process.

EU-Instruments for Devolution Advice and Support (IDEAS) grant of Ksh. 1.04

billion: This grant, which is in its second year of implementation, is expected to

increase I'rom Ksh. 985.8 million in financial year 2017/18 to Ksh. 1.04 billion in

financial year 2018/19. The granl is meant to support National and County

govemment's capacities for the management of the devolution process and the

responsible transfer and use of resources for the achievement of local economic

development at the county level.

IDA - Water And Sanitation Development Project (WSDP) World Bank Credit

of ksh. 3.8 billion: The Project Development Objective (PDO) of this program,

financed by this additional conditional allocation, is to improve water supply and

sanitation services in six select counties located in the coastal and north eastem regions

of Kenya. This will be achieved by investing in water supply and sanitation

infrastructure in urban centers in these counties. The project will also improve services

by strengthening institutional capacity in areas, such as, reducing Non-Revenue Water

(NRW), improving billing and revenue collection syslems, and developing medium-

term business plans. In addition, the WSDP will establish a results-based financing

mechanism at the national level to provide incentives to the Water Services Providers

(WSPs) to accelerate access to waler supply and sanitation services and improve

operational and financial perlbrmance.

Evalualion of the Bill against Article 203 (l ) of thc Constitution

Article 218(2) ofthe Constitution requires division of revenue between the two levels of

govemment and across Counly Govemments to take into account the criteria set oul in

Article 203(l) of the Constitution. The criteria include laclors such as: nalional interest,

public debt and other national obligations and needs ofthe disadvantaged groups and areas.

among others.

'fable 2 provides an assessment of the extent to which the requirements of Article 203 ( I )

have been incorporated in estimating the division of revenue betvr'een the national and

county levels of Government in the financial year 201 8/ I 9.

8

9
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Table 2: Evaluation of the Bill against Article 203 (l) of the Constitution

Source ; National Treasury

10. National Interests: These are expenditures which relate to projects and programmes that:

ITEM DESCRIPTION i(s/rs ,,1/r/l ons,r l-Y2014/t 5 IrY20l5/t 6 f Y1.Ot6n1 F\',2017/r 8 FY20l8/19

ORDINARY REVENT]E (EXCI-UDINC AIA) l,0l I,8 t9 1,t52.,912 I,t05,794 l,.lll6,29,l |,688.492

Nrtional Interest IAniclc 203 (lXa)] 13,t42 79,t89 19,685 82,696 94,159

Enhancement of securily operalions (police vehicles
helicoplerr, defence etc.) 20,150 t7,700.0 18.900 20,556 20,556

National iftipation & fertilizet clearance I I .626 t2,500.0 lt,?00 8.880 I t.458

fouth entpowerment I I,755 t7,055.0 18,5{1 t8.544 18, t97
National social salely nel - (for older persons, OI/C, child
welfare, presidential bursary, severc disobility) r2,81 I 14.354.0 16.924 t7.105 2'1.9 t2

Primary school digital lilerucy program r 7.580 17.580.0 r 3.408 11.408 I 1.933

School e\aninationlees (KSCE & KCPE) -1.209 4,001 4.103

Public debt (Art. 20J ll llbl) 250,971 250,190 307,155 4s3,l6l 687,5?J

I} Othcr netional oblisations (Art. 203 | I ltbl) 282.4t9 124,58J 31t,143 398,589 421,213

C Pensions, constitutionol salaries & other 3'7,569 54,6t'7 60, r69 68,102 9 t,100

Conslitutional commissions (Art. 2,18(2)) i.e. CRl, SllC
NLC ,VPSC IEBC, ?'SC t'73,551 189,066 208.763 224,623 227.206

Independenr olJices(Art.248(3)) - i.e. AG & CoB 1.446 4.720 4,'123 5.t77 6,021

23.104 27,277 3 t.480 10,9t5 1t.769
Other conttitutional institution!- State Low Oltrce and
DPP 6.1t0 6.863 6.3 59 6.498 8.119

Other staturory bodies (e.g. EACC, RPP, I|/PA, CAJ.
IPOA, NAEC) 1.410 4.697 4.85 5 5,484 5.961

t1.'7 59 11,618 17.781

Other stalutory allocalions/earnarked funds (e.g. NG-
C Dl', Allirnative Action) 15.243 3'1,143 17.635 39,512 33.089

Emcrgencies IAn. 203 ( I Xk)l 1,1t)O 7,245 7,215 9,294 6,281

l) Contingencies 5.000 5.000 5,000 5.000 5.000

Slralepic grain reserve 2,700 2,245 2-245 4_294 1.28 t

Eqo{lization Fund [An. 203 ( l) (g) and (h)] 3,.100 6.000 6,000 '1,127 4,700

ll
BALANCE TO BE S]IARED BY T}IE 2 LEVELS OF
GOVERNMENT 4 t.1.J67 48s.565 533,966 53{.627 4?,t,506
County Cov€rnmcnt rllocation from revcnuc raised
nation.lly 229,t)28 2't3,07 3 294.02 t I I4.205 3l1,231

Balancc left for thc National Covcrnmert Iti].{39 212,492 219.945 220,422 141.275
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. are critical to the achievement olcountry's economic development objectives;

. potentially will have significant impact on social well-being ofcitizens;
o are anchored in the Vision 2030 and the Medium -l.erm 

Plan III (2017 - 2022);

o have significant resource investment requirements; and

o have been specified in the 2018 Budget Policy Statement.

'Ihese national inlerests include: activities aimed at enhancing security operationsi national

irrigation and fertilizer subsidy initiatives; Youth Empowerment; provision of national social

safety net for vulnerable groups and primary school digital literacy program, and school

examination fees subsidy. Revenue allocation lor lhese programs is expected 1o increase

significantly from Ksh. 82.5 billion in 2017/18 to Ksh.94.2 billion in 2018/19.

I I . Public Debt: The Bill has fully provided for all public debt related costs. These comprise

olthe annual debt redemption cost as well as the interest payment for both domestic and extemal

debt. tn 2018/19, the revenue allocation for paymenl of public debt related costs is expected to

increase significantly to Ksh. 687.6 billion from Ksh. 453.4 billion in 2017/18 financial year.

12. Other National Obligations: as provided for under Article 203( I ) (b) of the Constitution,

the Bitl has also taken into account the cost of other national obligations, such as, mandatory

pension contributions and/or paymcnts, financing lor constitutional offrces, including Parliament

as well as expenses relating to other statutory bodies and Funds. These are estimated to cost Ksh.

421 .3 billion in 2018/19 up from Ksh. 398.6 billion in 2017/18.

I 3. Fiscal Capacity and Efficiency of County Governments: Fiscal capacity fbl county

govemments refers to the potential revenues that can be generated from the tax bases assigned to

the counties when a standard average level of effort is applied. The second generation fbrmula

developed by the Commission on Revenue Allocation for sharing equitable share of Revenue has

provided for allocating of 2 % of sharable revenue to fiscal responsibility which is the measure

used for fiscal capacity and efliciency of county govemments. However this measure may have

some weakness because of lack of accurate data. For instance it may benefit counties that project

lower revenue targets which are easy to achieve. However this challenge will be solved once the

study on revenue polentials ofeach county government is finalized in FY 2018/19.

14. County governments' ability to perform the functions assigned to them and meet

other developmental needs of the county governments: As explained above, the baseline lor

the equitable share allocation lbr the financial year 2018/19 was derived from the Division of

Revenue Act, 201 7.

SECRFT
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15. lt should be noted that allocations for devolved functions transferred from the national

govemment were based on the historical cost of those functions as determined through a

consultative process that involved the line ministries and other independent commissions and

offices. Funher it should be noted that the transition period to devolved system of government

came to an end in March, 2016. However should any residual function/s and attendant resources

be identified, they shall be included in subsequent DoRB.

The proposed vertical division ofrevenue proposed in the Division ofRevenue Bill, 2018 therefore

takes into account the cost of county governments' developmental needs and it is expected that

county governments will have the ability to perform the functions assigned and transferred to them

as contemplated under Article 203( 1) (0.

16. Economic Disparities within and among counties and the need to remedy them:

Allocation of the sharable revenue (i.e. equitable share of Ksh. 314 billion) among counties is

based on the second generation formula approved by Parliament in June, 2016 pursuant to

provisions of Article 2l'1 and Section l6 of the Sixth Schedule of the Constitution. The formula

takes into account disparities among counties and aims at equitable distribution of resources by

introducing a new parameter, Development factor (l%), expected to bridge the development gaps

amongst counties. The formula takes into account population (45%), land area (8%), poverty

(18%), a basic equal share (26%), fiscal responsibility (2%) and Development factor (l %). The

equitable share of revenue ibr county govemments in 2018/19 reflects an increase of 4.0 percent

compared to the allocation in 2017/18. This means that there is more money in 2018/19 to help

remedy economic disparities within and among counties. lt should also be noted that Ksh.4.7

billion has also been set aside for the Equalization Fund in 2018/19 which translates to 0.5 per cent

of last audited revenue accounts of govemments and is within the constitutional minimum of 0.5

percent. This Fund will be used lo finance development programmes that aim to reduce regional

disparities among counties.

17. Need for Economic Optimization of Each County: Allocation of resources to county

govemments was guided by the costing ofthe functions assigned to the county govemments. The

equitable share of revenue allocated to county govemments was increased by 4.0 per cent from

Ksh. 302 billion in 2017l18 to Ksh. 314 billion in 2018/19. This is an unconditional allocation

which means that the county govemments can plan, budget and spend the funds independently.

With the additional resoruces, therefore, county governments can allocate more resources to their

priority projects and thus optimize their potenlial for economic development.

SECRET
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18. Stable and Predictable Allocations of County Governments' Vertical Share of

Revenue: 'fhe county governments' equitable share of revenue raised nationally has been

protected from cuts that may be necessitated by shortfall in revenue raised nationally. According

to clause 5 of the DoRB 2018, any shortfall in revenue raised nationally is to be borne by the

National Govemment, to the extent of the threshold prescribed in Regulations by the Cabinet

Secrelary.

19. Need for Flexibility in Responding to Emergencies and Other Temporary Needs:

Included in the equitable share of revenue lbr the national government is an allocation of Ksh. 5

billion for the Capital of the Contingencies Fund. l'his Fund will be used to meet the demands

arising from urgent and unforeseen needs in all Counties that suffer from calamities in the manner

contemplated under Section 2l of the Public Finance Management Act, 2012. In addition, the

Public Finance Management Act,20l2 and the PFM (County govemments) Regulations, 20'15

requires each county govemment to set up a County Emergency Fund. County govemments are

expected to set aside at least 2 % oftheir budgel as part oftheir allocation for this purpose.

20. lt should be noted that afler taking into accounl all the other factors contemplated under

Article 203(l) of the Constitution, including the needs of county govemments, only Ksh. 143.3

bitlion of revenue out of the total revenue raised nationally that is left to finance other National

Govemmenl needs, such as, defence, roads, energy etc.

Response to the Recommcndations of the Commission on Revenuc Allocation

21. The Division of Revenue Bill,2018 proposes to allocate county govemments an equitable

share of Ksh. 314 billion tiom the shareable revenue raised nationally. This is in line with the

revised position of CRA to allocate to county governments Ksh. 314 billion as equitable share in

FY 2018/19 However, the Commission on Revenue Allocation has in the financial 20l8ll9
proposed new conditional allocations amounting to Ksh. 6 billion relating to cancer interventions

that the National Treasury has nol included in its proposal. These have resulted in a variance

between the National Treasury and the CRA proposals on Vertical Division of FY 2018/19. These

include;

a. Allocation to cater for establishmcnt of two Regional Cancer treatment centres at Ksh.

5.0 billion: - CRA has proposed an additional conditional allocation of Ksh. 5.0 billion for

establishment of two I{egional Canccr Centres, at a cost of Ksh. 2.5 billion each. These

centres are intended to complement the Governments program of leasing medical equipment

SEC R ET



SECRET

for counties with cancer diagnostics equipment. In addilion, these cancer diagnostic

equipment are intended to ease pressure at Kenyatta National Hospital, Moi Teaching

Referral Hospital and Nyeri Level 5 hospital for surgical, chemotherapy and Radiotherapy

services.

National Treasury appreciates this proposal which if implemented would boost chances of
the country plan to achieve universal healthcare access. Such a program, however, requires

careful planning to ensure that adequate human and financial resources can be availed to

guaranlee the sustainability and viability of such a program. Consultation with the Ministry
of Health which provides policy leadership on such matters have not been concluded. It is
expected that such a proposal should be discussed and agreed on at MTEF Sector hearings

pursuant to provisions of Treasury Circular No. 8/2017 on administration of
Intergovernmental Fiscal Transfers when introducing any new additional conditional

allocalions.

b. Allocation of Ksh. I .0 billion to Ministry of Health for central procurement of drugs
through KEMSA:- CRA has proposed an additional conditional allocation of Ksh. I .0

billion for a National Cancer Drug Access Programme starting FY 2018/19. This would

ensure that cancer conditions are not only properly diagnosed, but also adequately treated.

The National Treasury supports the efficiencies that would come with a centralised

procurement of cancer drugs at KEMSA through the Ministry ol Health. This proposal

should be discussed and agreed in MTEF Sector hearings.

22. On the hand, the National Treasury has proposed additional conditional allocations to be

financed from the proceeds of loans and grants from Developmenl partners amounting Ksh. 33.2

billion in iinancial 2018/19 which CRA has not factored. These grants include Kenya Devolution

Suppo( Program (KDSP), Instruments for Devolution Advice and Support (IDEAS), DANIDA-
Universal Health care for devolved systems, Kenya Climate Smart Agriculture (KCSAP), IDA-
National Agriculture & Inclusive Rural Growth and Kenya Urban Support program.

23. Other differences may be occasioned by; - National Treasury proposed increase in
additional conditional allocation for Leasing of Medical Equipment to Ksh. 9.4 billion in FY
2018/19 whereas CRA proposed an allocation ofKsh. 4.5 billion. The National Treasury proposal

to increase the allocation for Leasing olMedical Equipment is in line with the Jubilee government

agenda to provide Universal heallhcare whose implementation has been extended to county
govemments. ln addition this may also be attributed to purchase and installation of the Medical
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Equipment in more counties leading to an increase in estimated cost of maintenance of the

equipment.

Conclusion

24. In conclusion, allocation to each level of govemment has been informed by the costing of

functions assigned to each level of government. The proposals contained in the Bill take into

account the fiscal framework set out in the BPS for 2018/ l9 and are intended to ensure that neither

a huge financing gap is created nor functions at either level of govemment are left unfunded or

underfunded.

25. It should, however, be noted that the agreed proposed equitable share allocated to county

governments in the Division of Revenue Bill, 2018, at 33.6 per cent of the most recent audited

revenue, as approved by the National Assembly, is way above the minimum threshold required

under Article 203(2) of the Constitution.
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