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The Division of Revenue Bill, 2017

AN ACT of Parliament to proyide for the equitable division of revenue
raised nationally between the national and county governments in 2017llg financial
year, and for connected purposes.

A ltill for

ENACTED by Parliament of Kenya, as follows-

PART I-I'RELIMINARY

l. This Act may be cited as the Division of Revenue
4ct,2011.

2. In this Act, unless the context otherwise requires-

"Cabinet Secretary" 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, 201l;

"State Organ" has the meaning assigned to it under
Article 260 ofthe Constitution; and

"Wasteful expenditure" has the meaning assigned to it
under section 2 of the Public Finance Management Act,
2012.

3. The object and purpose of this Act is to provide for
the equitable division ofrevenue raised nationally between
the national and county levels of government for the
financial year 2017ll8 in accordance with Article 203 (2)
ofthe Constitution.

4. Revenue raised by the national government in
respect of the financial year 2017/18 shall be divided
among the national and county govemments as set out in
the Schedule to this Act.

Short tirle.

No. 16 of 2011

No. 18 of20l2.

Object ard
pupose of the
Act.

AllocatioDs to
national and
cou!ty
gove[urents.

Int€rpretatioD.
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Variation in 5. (l) If the actual revenue raised nationally in the

financial year falls short of the expected revenue sel out in
the Schedule, the shortfall shall be bome by the national
government, to the extent of the threshold prescribed in

Regulations by the Cabinet Secretary.

(2) If tlre actual revenue raised nationally in the

financial year exceeds the projected revenues set out in the

Schedule, the excess revenue shall acclue to the national
government, and may be used to reduce borrowing or pay

debts.
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SCIIEDLILE (s.4)

Allocation of revenue raised nationally between the national and county governments
for the financial year 2017lllg

Memo items

Type/level of allocation
Percenta ge (o/o) oI 2013 / I 4
audited and approved Revenue
i.e. Ksh. 935,653 Millions

A. National Government 7,232,754,,602,475

Of rvhich:
l. Fyee maternal
healthcare 3,369,237,525

2. kasing of Medical
1t1 nt 1,s00,000,000

j. Compensation.for user
r t'tc 900,000,000

4. Level 5 hospitals 4,200,000,000
5. Supplentent for
construction of county
headquarters

605,000,000

6. Special Purpose Grant
supporting access to
enter n medical services

7. Eqaalization Funtl 7,,727,000,000 0.8,

B. County
equitable share 299,136,160,000 32.0l,h

Total shareable revenue r,s49,412,000,000

County equitable share 299,136,160,000

Additional allocations:
I. Free maternal
healthcare 3,369,237,525

2. Leasing of Medical
t1l

4,500,000,000

3. Compensation.for user 900,000,000

,,1

Amount in Ksh.
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fees forgone
4,200,000,0001. Level 5 hospitals

605,000,000
5. Supplement.for
construction of coun4t
headquarters

7,875,000,0007. Allocation from Fuel
Levy Fund (15%)

12,541 ,400,000
8. Conditional allocations
(l.oans & grants)

35.6.h333,726,797,525Total County Allocations
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N1EMORANDUM OF OI]JE ANI) REASON

The principal object of this Bil[ is to provide for the equitable division of revenue raised
nationally among the national and county levels of government as required by Article 21g
of the constitution in order to facilitate the proper functioning of county go,r"rn .nt, *d
to ensure continuity of county services.

clauses l. and 2 of the Bill provide for the short title of the Bill and the interpretation of
terms used in the Bill.

clause 3 ofthe Bill contains the provisions on the objects and purpose of the Bill.

clause 4 ofthe Bill prescribes the allocations for the national government and the countv
governments from the revenue raised nationally for the financial year2OlT/lg.

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

Dated the A
st- ilv.*-["/

,2017
Henry Rotich,

Cabinet Secretory
The National Treasury

\

+i



The Division of Revenue Bill, 2017

APPENDIX

EXPLANATORY MEMORANDUM TO TI{E DIVISION OF REVENUE BILL
(DoRB),2017

Background

l. This memorandum has been prepared as an attachment to the Division of Revenue

Bill (DoRB), 2017 in fulfilment of the requirements of Article 218(2) of the Constitution

and Section 191 ofthe 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 olArticle 203 (l) of

the Constitution; and

(c) any significant deviations from the recommendations of the Cornrnission on Revsnue

Allocation (CRA).

3. In 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 extqnt, if any, of deviation from the recommendations of the Intergovernrnental

Budget and Economic Council; and

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

in the Bill.
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Explanation ofthe Allocations to the National and county Governments as proposed
in the Bill

4. The DoRB, 2017 proposes to allocate to county Governments Ksh.333.l biltion in the
financial year ?017/18, which relative to the 2016/17 allocation, reflects an increase of
Ksh. 31. billion or 10.2 per cent. This allocation comprises of an equitable share of
Ksh. 299.1 billion and additional conditional allocatio,s fron the share of national
governnent revenue amounting to Ksh. 34 billion.

Counqr G ove r n ments' Eq uitable S hare

5. The county Governments' equitable share of revqnue raised nationally for the
financial year 2017i l8 is arrived at by growing rhe county Governments' equitable

share for 2a16ll7 of Ksh. 280.3 billion by a growth factor of 6.72 percent. This
growth derived from month-on-month inflation rate for Fys 2013114,2014/15 &
2015116. This yields an adjustment of Kshs i8.8 billion .The equitable share ol
reyenue, thus determined, is an unconditional allocation to the county Govemm€nts
and therefOre County Govemments als expected to plan, budget, spend, aecount and

report on the funds allocated independently. This allocation to county Governments
takes into account all the functions gazetted for transfer to county Govenunants by
the end of transition period in Mach 2016 except for the unresolved transfer of 32,

000 km ofclass D roads.

6. After making the above adjustment, County Govemments, equitable share of
reverue in the financial year 2017/lg is estimated to be Ksh. 2g9.1 billion (see Table t).
This allocation which represents a 32 per cent ofthe latest audited revenues for Fy 2013/14
(i.e. Ksh. 935.7 billion) is above the constitutional minimum of l5 pereent.
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Table l: Equitable Rcvenue Share Allocation to County Governments, By 2017 /18

Source: Ndliotol Treasury

Additional Condilional Allocations lo Counl! Governmenls

7. Article 202(21 of the constitution provides for additional allocation to county

Governments 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 GoYernments:

Conditional Grant in support of Free Maternal Health Care of Ksh 3'369 billion'

This grant which is in the third year of implementation has decreased from Ksh. 4.1

billion in financial yeatr zarcln to I(s1r.3.369 billion iu financial year 2017/18. The

decrease is largely because allocations previously intended for private and faith based

health facilities will no longer be disbursed through county governments. The

programme will be implernented through NHIF starting this FY in a phased rnanner and

is bringing on board mission and private health lacilities willing to sign contracts with

Ilu et ltcm Amount in Ksh. Million

Count uitable Revenue Share for FY2016117 280 00

Add
Adjustment for Revenue Growth (an adjustment for cost

escalation: 6.72Yowhich is derived from the average of
month-on-month inflation for FYs 2013/14, 20l4l15 autd

2015116, as reported by the Kenya National Bureau of
Statistics KNBS

E uitable Revenue Share allocation for FY 2017/18

18,836

299,t36



NHIF. With effect from 2017118 FY, the benefits under the programme will be

expanded to include ANC, deliveries, PNC and care for new-bornb. The grant is to be

transferred from the exchequer by the National Treasuly to Count)f Governments on a
reimbursement basis through the respective County Revenue Fund Accounts, upon

receipt of written conflrmation by the Accounting Officer responsible for Health

confirrning that the county Govemment provided maternal health care services in their
health facilities in accordance with agreed specifications. This grant is intended to

further facilitate access to liee matemal health care in order to reduce the high rnatemal

and child mortality rates in Kenya.

Conditional Grant to facilitate the leasing of medical equipment of Ksh 4.S bi ion.

This grant is in its third year ol implementation and is intended to facilitate the. leasing

of modern speoiaiised medical equipmert in at least two health facilities in each County
Government over the medium term. This will facilitate easy acOess to specialised health

care services and significantly reduce the distance that Kenyans travel in search of such

services today. This grant will be managed by the National Govemment on behalf of
the County Govemments, in accordance with intergovernmentd agleements entered

into.

Conditional grart for level-S hospitals oJ Ksh. 42 blllion. Level-S hospitals have

continued to play a significant role in providing speaialised health caro services to

Kenyans. These hospitals provide specialised health care services to citizens residing

outside their host County, usually for complicated cases referred fiom lower level

health facilities. In order to compensatq thern for ths aosts inqurred in rendering

services to neighbouring Counlies, the national govemment proposes to further allosate

Ksh. 4.2 billion in financial year 2017/18 up lrom 4.0 billion allocated in Fy
201612A11. This grant will be transfened from the National Govemment exolequer

acaount at the Central Bank ol Kenya to County Covemments as a conditional grant

though the respective County Revenue Fund Accounts.

Conditional Grant of Ksh. 900 nrillion to compensate county health facilities for
forgone user fees. It is the intention of govemment to sustain the Government policy of

The Division of Reuenue Bill,2077
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not charging user fees in public health facilities. Irl this regard, and in furtherance of

this policy, the National Government has allocated Ksh. 900 million in the financial

year 2017/18 to compensate county governments fot revenue forgone by not charging

user lees in the county health facilities. This grant will bs transferred Iiom the

exchequer by the National Treasury to County Govemments on a reimbursement basis

through the respective County Revenue Fund Accounts, upon receipt of written

confirmation by the Accounting officer responsible for Flealth confirming that the

county Government waived user fee charges in their health facilities in accordance r'vith

agreed specifications.

Conditional Grant to supplement county allocation for the construction of county

headquarters of Ksh. 605 Million in nve counties: This conditional grant in its second

year of allocation and is intended to further supplement financing for construction of

headquarters by five County Governments that did not inherit adequate omce space' The

five counties are Isiolo; Iamu; Nyandarua; Tana River and Tharaka Nithi' The grant is part

of a three year plan, beginning financial year 2076177, to supplement contribution of the

five counties towards construction of their county headquarters. The allocation will be

shared equally, with each county getting an allocation of Ksh. 121 million in FY 2017 /78.

This allocation is part of the National Government contribution which translates to 70

percent ofthe budget. county covernments will contribute the balance, that is.30 perce$t

The Nadonat Governmends conffibution will be spread over three financial years. ln FY

2016117, the National Treasury allocated a total of IGh.605 million for the consEuction of

countlr headquarters (i.e. Ksh. 121 million to each ofthe five countiesJ. ln FY 2017/18, the

National Treasury is allocating an additional Ksh.605 million [i.e. Kshs 121 million per

county).

conditional Grant from tho Road Maintenatrce Fuel Levy Fund of Ksh. ?,9 billion.

This conditional grant which is in its third year ofallocation has been increased from an

allocation Ksh.4.3 billion in rhe 2016/17 FY to Ksh.7.9 billion in FY 201712018. This

translates to 83 percent increase arising fronr the increase in Fuel Levy. This grant is

meant to further enhance County Covernments' capacity to repair and maintain couoty

roads and is equivalent to 15 perccnt ofthe Road Maintenance Fuel Levy l"und'
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Conditional Grant from proceeds of a loan fronr the Worltl Bank amountlng to
Ksh 873.4 million. This Results Based Financing grant from world Bank to 2l counties

is in its final year and is for the Kenya Health sector support Froject. These funds are

intended to support the delivery ofhealth services in county health facilities with a view
to increase access to health care services by Kenyans and in particular the poor.

KDSP County Capacity Building (.,level l,') Grant. This is a conditional grant

financed' byr a World Bank credit to suppofi county capacity building under the Kenya
Devolution Suppo( Program (KDSP) amounting to Ksh. 1.5 billion. This grant is

intended to support capacity building initiatives in the counties in the tbllowing areas:

o Strenglhening public lrrancial management (PFM) systems;

o Strengthening County Human resource management;

o Improving county planning and Monitoring & Evaluation systems; and,

o Civic Education and Public Participation.

o Strengthening Intergovernmenlal relations.

KDSF Perforurance (e'level 2o) Grant amouuting to Ksh. 4 billion. This is a

conditional grant financed by a world Bank credit which is intended to inaentivise

county gover0ments that achieve good results in the following key areas:

o Stlengthening public tinancial rnanagement @FM) systems;

o Sfiengthening County Hurnan rgsource managernon!

o Improving county planning and Monitoring & Evaluation systomg and,

o Civiq Edueation and Public Partieipation.

o Strengthening Intergovemmental relations.
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Perlormance of counties in the above areas is to be assessed by an independent firm to

be recruited through a competitive process. County governments will be at liberty to

allocate KDSP performance grants to a wide list of priority programs.

Conditional allocation financed by other loans and grants received from

development partners and the Government counterpart funding derived ftom the

National Covernment's share all totalling Ksh 6.1 billion. These conditional allocations

have increased from a total olKsh. 2.1 billion in the FY 2016/17 to the current Ksh.6.l

billion. These funds, however, rvill not be transfened to County Governments in the

financial year 20'17118 but will instead be managed by the National Govemment

because they tied to financing agreements which were entered into prior to the

establishment of the county governments. Such funds are tied to on-going conracts

with suppliers while the related financing agreements also specify the funds flow

modalities which may not be consistent with what is contemplated under the

intergovemmental arrangement.

It is therefore expected that the loans and grants under the existing financing agreement

will be included in the budget of the National Government. These funds will be

managed by the National Govemment but with involvement of County Governments in

the Project Steering Committees and Project Implementation Units for each

programme/project. ln addition, reporting arrangements as well as the conditions

attached to the implementation of the programme/project will be clearly spelt out in

Project Implementation Frameworks to be a$eed with County Govemments prior to

the release olthe funds and implementation ofthe projects.

Evaluation of the Bill against Article 203 (1) of the Constitution

8. Article 218(2) of the Constitution requires division of revenue between the two

levels of government and across County Governments to take into account the criteria set

out in Article 203(1) ol the Constitution. The criteria include factors such as: national

interest, public debt and other national obligations, needs of the disadvantaged groups and

areas eta.
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9. Table 2 provides an assEssrnent ofthe extent to which the requirements of ,Article.,203

(l ) have been incorporated in estimating the division of revenue between the national

and eounty levels of Govemment in the financial year 20t6/17 .

Table 2: Evaluation ofthe Bill against Article 203 (1) ofthe Constitution

8. Other Statutory Allocations(earmarked funds e.g. National
Governnent Constituency Development Fund, Affrmative Action)

60,169 7 6,552

208,763

4,723

31,480

6,359

4,855

t7,759

225,294

5,086

30,915

6,824

6,013

17,907

37,635 39,5t2

ITEM DESCITIPTION 201" 18
Ksh.
Millions

Ksh.
Millions

A
1,380,199 1,549,472

1] National Interest [Article 203 (fxa)l
1. Enhancement ofSecurity Operations (police vehicles,
helicopters, defence etc.)
2. National krigation & Fertilizer Clearance

3. Youth Empowerment

4. National Social safety net - (for older persons, OVC, Child
Welfare,-hesidential Bursary, severe disability)

5.Primary school digital literacy program
6. School Examination fees subsidy(IGcE & KCPE)

79,685

18,900

8,700

t8,s44

16,924

13,408

3,209

81,902

20,556

8,880

18,544

17,305

13,408

3,209

C Public Debt (Article 203 [1][bl) 446,408 618,569

t) Other National Obligations (Article 203 [1][b]) 311,743 ,108,104

1. Pensions, constitutional salaries & other

2. Constifi.rtional Commissions (Art.248(2)) - i.e. CRA, SRC,
NLC, N?SC, IEBC, TSC

3. Independent Offices(Art. 2a8(3)) - i.e. AG & CoB
4. Parliament

5. Other Constitutional kEtitutions- State Law office and DPP

6. Other Statutory Bodies (e.g. EACC,RPP,WPA,CAJ, IPOA,
NGEC)

7. Judiciary

2016fi7

0rdinary Revenue (excluding AIA)
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Emdrgencies [Article 203 (l)(k)l 1 2,t5 6,200

l.Contingencies

2. Strategic Grain Reserve

5,000

2,745

5,000

7,200

F Equalisation Fund [Article 203 (f) (g) and (h)l 6,000 7,7?7

(l Balance to be shared between the National and County
GoverDment

469,118 426,9tt

l.l
County Government Allocation from Revenue Raised
Nationally

294,021 312,770

I Balance Available for National Govcrnment Nccds t7 5,097 11,t,201

10. National Interests: These are

programmes that:

expenditures rvhich relate to projects and

are critical to the achievement of country's economic development objectives;

potentially will have significant impact on social rvell-being ofcitizens;

are anchored in the Vision 2030 and the Medium Term Plan ll (2013 - 2017); and

have significant resource investment requirements;

have been specified in the 2017 Budget Policy Statement.

These national interests inelude: activities aimed at enhancing security opemtions; national

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

social safeqr net for vulnerable groups and primary school digital literacy program, and

school examination fees subsidy. Revenue allocation for these prograrns is expected to

ircrease slightly from Ksh. 79.7 billion in2016l17 to Ksh. 81.9 billion in 2017l18.

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

comprise of the annual debt redemption cost as well as tho interest payment for both

domestic and extemal debt. In 2017118, the revenue allocation for payment of public debt

E

Source : National Treasury
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related costs is expected to increase,to Ksh.618.6 billion up from Ksh. 446.,1 billion in
2016/17 financial year.

12. Other National Obligations: As provided lor under Article 203(l) (b) of the

Constitution, the Bill has also, taken into account the cost of other national obligations, such

as, mandatory pension contributions and/or payments, financing for constitutional oflices,

including Farliament as well as expenses relating 1o other statutory bodies and lunds. These

are estimated to cost Ksh.408.l billion in2017118 up from Ksh. 371.7 billion in2016117.

13. Fiscal Capacity and Efficiency of CountSr Governmeuts: Fiscal capacity for
qounty governments, that is, the potential revenues that can be generated liom the tax bases

assigned to the counties when a standard average level of effort is applied to those tax

bases, has not been assessed fully. However during the FY 2017/18 thqre are plans to cary
out studies to establish the fiscal efforts ofeach of tho respective counties.

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 tbr the equitable share allocation for the financial year 2017/18 was derived fiom

the Division of Revenue Act, 2016.

15. It should be noted that allocations for davolved functions transferred from ths

national govemment were based ol the historical cost of those functions as determined

through a consultative process that involved the line ministries and other independent

commissions and offices. Further it should be noted that the transition period to devolved

system of govemment aame to an end in March, 2016, However should any residual

function/s and attendant resources be identified, they shall be ineluded in subsequent

DoRB.

The proposed vertical division of reyenuc proposed in ths Division of, Revenue Bill, 2017

there-fore takes into aaaaunt the cost of county governments' developmental needs and it is
expected that county govemments will have the ability to perform the functions assigaed

and transferued to them as contemplated under Article 203(1) (f).
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16. Economic Disparities within and among counties and the need to remedy them:

Allocation of the sharable revenue (i.e. equitable share ol Ksh' 299.1 billion) among

counties is based on the second generation formula approved by Parliament in June,2016

pursuant to provisions of Article 217 and Section 16 of the Sixth Schedule of the

Constilution. The formula takes into account disparities among counties and aims at

equitable distribution of resources by introducing a new parameter, Development factor

(1%), expectod to bridge the development disparities gaps amongst counties. The formula

takes into account population (45%), land area (8%), poverty (18%), a basic equal share

(26%o), fiscal responsibility (27o) and Development factor (l %). The equitable share of

revenue for county governments in 2017/18 reflects an increase of 6.72 pereent compared

to the allocation in 2016117. This means that there is more money in 2017/18 to help

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

7.7 billion has also been set aside for the Equalization Fund in 2017/18 which translates to

0.8 per cent of last audited revenue accounts of governments and is way above the

constitutional provision of 0.5 percent. This Fund will be used to finance development

programmes tlat aim to reduce regional disparities among counties.

l'1 . Need for Economic Optimization of Each County: Allocation of resources to

county governments was guided by the costing of the functions assigaed to ths county

governments. The equitable share of revenue allocated to county govemments was

increased by 6.72 per cent ftom Ksh.280.3 billion in 2015116 to Ksh.299.l billion in

2017118. This is an unconditional allocation which means that the county govemments can

plan, budget and spend the funds independently. With the additional resourees, therefore,

county govemments can allocate more resources to their priority projocts and thus optirnize

their potential for economic development.

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

Revenue: The county governments' equitable share of rQvcnuo raised nationally has been

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

According to the DoRB 2A0, arry shortfall in revenue raised nationally is to be borne by

the National Gclvcrnrneflt.
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19. Need for Flexibility in Respondlng to Emergencles and Other Temporary
Needs: Included in the equitable share of revenue for the national government is an

allocation ofKsh. 5 billion for the Capital olthe Contingencies Fund. This Fund will be

used 10 meet the demands arising Iiom ugent and unforeseen needs in all Counties that

suffer from aalamities in the manner contemplated under Section 2l of the public Finance

Management Act,2012. ln addition, the Public Finance Management,Act, 2012 and the

PFM (County goveruments) Regulations, 2015 requires each county govemmert to set up a

County Ernergenay Fund. Co.unty governments are expeated to set aside at least 2 Yo pafi of
thoir allocation for this purpose.

20. It should be noted that after taking into account all the other factors contemplated

under Artiqls 203(l) of the Constitution, including the needs of county govemm'ents, only

Ksh. 114.2 billion is left to finance other National Government needs, such as, defence,

roads, energy etc.

Response to the Recommendations of the Commission on Revenue Allocation

21. The Division of Revenue Bill, 2017 proposes to allocate county govemments an

equitable share of Ksh.299.l billion fiorn the shareable rovenue raised nationally. The

CRA, on the other hand, rqcommends County Govemments' equitable share of revelue of
Ksh. 331 .6 billion as an unconditional allocation to be shared among county go.verrments

on the basis of the formula for sharing revenue approved by Parliament under Article 217

ol the Constitution. The difference in the Commission on Revenue Allocation (CRA)

recomrnendation and the National Treasury proposal e.manates ftom the different

approaches used to compute ths County Govemments' equitable share of revenue. These

include:

Use of different revenue growth factor: CR.A grorvs the county equitable

share revenue by 15.09 percent, which is the average growth rate of aud,ited

shareable revenuo raised nationally over the past three years. The National

Treasury on the other hand uses an adjustment for cost escalation of 6.72

percent. This growth lactor which is derived from month-on-rnonth inflation

----] /4
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rate for FYs 2013/14, 2}l4l15 & 2015/16 has taken into consideration

performance ofrevenues by srnoothing the growth trends.

County' equitable revenue share adjustment of Ksh. 8.43 billion for

additional county roads: Following the reclassification of roads by the State

Department of Infrastructure and subsequent transfer of additional county roads

by the defunct 'fransition Authority (TA) vide Gazeue Supplement No.4 of 22'd

April, 2016, the CRA proposed to gross up the county equitable share of

revenue for 2017/l 8 by an allocation of Ksh. 8.43 billion for construction and

rehabilitation of county roads.

It should be noted that the defunct 'Iransitional Authority Gazetted 90,000

Kilometres of roads of class E, F, G and non-classified roads which were

transferred to county governments in the financial year 2Al3l 14. The attendant

resources (Ksh. 27.4 biltion) were subsequently transferred to county

govemments through the Division of Revenue Act, 2013.

The National 'lreasury also recognises that the taskforce established by the

Cabinet Secretary/National Treasury to assess if there were duplication of

function in the national and county govemments, also recommended that Kshs.

8.43 billion held by Kenya Rural Roads Authority and the Kenya Urban Roads

Authority be transferred to county govemments to follow the transfler ofclass D

roads amounting to 32,000 krn.

First, it should be noted that the report of tha taskforce have not be considered

and adopted by the SUMMIT and therefore it would be pre-rnature to reflect

such recommendations in DoRB 201 7. In light of the forsgoing, it is not

possible to include in the DoRB 2017 the recommer:rdation of the CRA and the

taskforce.
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County equitable revenue share adjustment of Ksh. 319 million from
Kenya Libraries Services to cater for sararies and operations of devolved
libraries: The CRA has proposed a furlher adjustment of the equilable revenue
share to include an allocation of Ksh.3l9 mi ion to sararies and operations of
devolved libraries in FY 2017/18. The National rreasury view is that, that this
amounts can only be transferred to counties upon the formal adoption ol the
report of the taskforce by the SUMMIT.

22. Table 3 below analyses the differences between the CRA recommendations and the
National rreasury proposal on the division of revenue between the national and county
governments in 2016117 .

Tahle 3: Comparison of Recommendations of the commission on Revenue Alocation
and the National rreasury on the equitable share ofrevenue proposed for Fy 20r7l1g
(Figures in Ksh. Millions)

Sou rce : N ationa I Tr e asury

2017118

Expenditure Item cRA (A)
National
Treasury

Variance

c = (A-B)

Equitable Revenue Share in FY 2016/17 280,300 280,3 00
Add

Adjustment for revenue gro*'th in Fy 2016/ l7 18,836 23,750

Adjustrnent for County Roads 8,430

Adjustment for salaries and operations of
devolved libraries
,I'OTAL 

E UITABLE SHARI OF RXVENUE 331 599 32,499

-_l

42,550

8,430

319 319

299,136

I lu:
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23. On the existing additional conditional grants:: CRA proposes a total allocation to

existing additional conditional grants of Ksh' 27 1 billion against an allocation by the

National,IreasuryofKsh.2l.4billion..Ihedifferencesinallocationsoftheseexisting
additional conditional allocations to counties is as a result of;

r CRA use ola grow'th factor of5 percent inflation rate to inorqase all the existing

conditionalglants.Theexistingconditionalallocationsincludeallocationsfor;

Level-5 hospitals, Free Maternal Health Care' Compensation for User t'ee

iorgone, leasing of medical equipment 'county 
roads funding from Roads

Maintenance Fuel Levy, special purpose grant for Emergency Medical services

and Supplement lbr aonstruotion olfivo county headquarters' It should be noted

thatallocationsforthevariousconditionaladditionalallocationsaredetermined

through the national MTEF budget process based on the weight attached to the

national govemment policy objectives that the allocations are intended to

support.

. CRA has proposed an allocation of 25 Vo to counties fiom the Roa&

Maintenance Levy FLurd (RMLF) ranslating to Ksh' 13'3 billion' whereas the

National Treasury has maintained 15 % allocation from RMLF which translates

to Ksh. 7.9 billion which is an increase of Ksh' 3'6 billion from the previous

financial year. CRA justification for this increase is to provide funds for

maintenance ofthe 32,000 Km ofroads ransferred to counties from RMLF' The

taskforce appointed by the Cabinet Secretary/National Treasury had alsl

recommended that 25 percent of the annual aollEations in the RMtr-F he

transferred to counties' As explained above the report of the taskforce has not

beer adopted formally and therefors it woutd be pre-rnature to incorPorate the

recommendations in the DoRB 2017. Besides, the Ministry of Transport and

Infrastructure (MoTI) has argued that resource requirement for the maintenance

of roads assigned to national government is much higher than for the roads

assigned to aaunty govamments' The MoTI has thorefore argued that there is

need to have further consultations or the recommendations by tho taskforce'
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National Treasury has provided for Ksli. 605 million to supplement county
financing for the construction ofcounty rreadquarters in five counties. The CRA
has treated &is allocation as a new $ant and has proposed an allocation of Ksh.
I billion in the financial year z0r7fiB. However, this is an existing grant which
is phased out for three financial years beginning 2016/17.

This grant is intended to supplement financing for construction of headquarters

by five county Goverrunents that did not inherit adequate office space. The hve
counties are Isiolo; Lamu; Nyandarua; Tana River and Tharaka Nithi. Following
corsultations with these counties, it was agrQed that construction of county
headquarters be funded ar the eost of Ksh. 5lg milion (Ksh. 315.5 million for
the county Executive offices and Ksh. 202.5 million for the county Assernbry
offices). The National Govemment rvill contribute 70 percent of the budget
while County Governments will contribute 30 percent. The National
Government's contribr:tion will be spread over three financial years. In Fy
2016117, the National Treasury allocated a tatal of Ksh. 605 million for the
construction of county headquarters (i.e. Ksh. 122 million to each of the five
counties)i In FY 2017/18, the National Treasury is allocating Ksh. 605 million
(i.e. Kshs l2l m.illion per countg.

The CRA has also provided for Ksh. 200 million special purpose conditional
grant for Medical purposes. This grant was intended to upgrade the two level 4
hopsitals in Lamu and Tana River counties to be ablo to adequately d,eal with
health care demands arising frorh security. operations. This grant was intended to
be on+off allocation in the financial year 2016117.

24. Further the Commission on Revenue Allocation has in the financial 20l71lg
proposed new conditional allocations anrounting to Ksh. g.9 billion that the National
Treasury has not included in the Division of Revenue Bill. Thess have further contributed
to the variance between the National Treasury and the CRA proposals on division of
revenue for FY 2QlVl18. These include;
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Allocation to cater for establishment of two Regional Canccr treatment

centres at IGh.5.0 billion: - CRA has proposed an additional conditional

allocation of Ksh. 5.0 billion lor establishment of two Regional cancer centres,

at a cost of Ksh. 2.5 billion each. These centres are intended to complement the

Govemments program of leasing medical equipment for counties with cancer

diagnostics equipment. In addition, these cancer diagnostic equipment are

intended to ease pressure at Kenyatta National Hospital and Nyeri Level 5

hospital for surgical, chemotherapy and Radiotherapy services'

National Treasury appreciates this proposal which plan if implemented would

boost chances ofthe country plan to achieve universal healthcare access' Such a

program, however, requires careful planning to ensure that adequate human and

financial reseurces can be availed to guarantee the sustainability and viability of

such a program. There is no evidence of any consultation with the Ministry of

Health which provides poticy leadership on such matters'

Additional conditionat allocations for Library services of Ksh' 400 million '
the proposed new conditional additional allocation by CR'd of Ksh' 400 million

is meant for building and equipping 20 counties with libraries at a cost of ksh'

20 miltion each. This is to achieve equity given that it's only in these 20

sounties that thera are no Libraries whereas other counties have more than one'

Proposal for conditional grants such as this should be prepared in accordance

with the framework for intergovemmental fiscal transfers as agreed' Ultimately

these should be anchored in the national policy' Only then can such be

considered for inclusion in the DoRB 2017'

Couditional additional allocatlon for the Rehabilitation of Villagg

Polytechnics ofKsh. 1'5 billion: - the CRA has furthen proposed an additional

conditional allocation ofKsh. 1.5 billion from the national government share ol

rovenue to county govemrnents so as to build, equip and ronovate village

polytechnics. The CRA fruther argue that these village polltechnics will go a
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long way to serve as centres of exeellence to empower youth with the requisite

skills to generate employment. Whereas Village Polytechnics are essential in

developing skills of Youth who don't transit to institutions of higher learning,

the National freasury is of the view that this is a devolved function and that

eounties should finance using thsir o\44r resourqes. However, where additional

resourees become available to the National Govsmment, support for village

polyteolrnics may be considered in future.

25. In conclusion, allocation to each level of government has been informed by the

costing of functions assigned to each level of govemment. The proposals contained in the

Bill are also intended to ensure that neither a huge financing gap is created nor functions at

either level of government left urfunded or underfunded. The proposed transfer of
additional resourcqs as recommended by the taskforce on assessment of duplication of
functions should be implemented only affer formal adoption ofthe report of the taskflorce.

26. It should, however, bs noted that the National Treasury's proposed equitable share

allocated to eounty govemments in the Division of Revenue Bill, 2Q11, at32 per cent olthe

most reeent audited revenue, as approved by the National Assembly, is way above the

minimum threshold required under Article 203(2) of the Constitution.


