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PREF'A('I.]

l\Iandate and Functions of the ('ommittee

Article 124 of the Constitution ol'Kenya. provides lor the establishment of Committees

by either House ol Parliamenl. Committees are central to the rvorkings. roles and

tunctions ol'Parliament as set out in Article 94 and more specifically in Article 96 olthe

Constitution as regards the Senate.

Parliamentary committees consider policy issues. scrutinize the workings and

expenditure of the national and counry governments and examine proposals for

legislation. The roles ol commitlees are twolbld. investigative process and deliberative

process. The end results ofthese processes are reports to the l{ouse in plenary on inquiry

of certain issues under the mandate ola particular committee.

'fhe Stunding ('ommillca on l,-inunca und Budgel i:s astuhlishcd purs,crnl /o standing order

218(3) olthe Senate .\'lorrlrrg Ordcr and is mundutcd

a) To investigate, inquirc into and reporl on ull matters reluting b coordinalion,

control and monitoring of the county budgets and to exumine

i) the Budget Polic't, Statement presented to the Senate:

ii) report on the Bwlget allocoted b ('onstitutional Commissions and

independent o.fJices;

iii) the Division o/ Revenue Bill, County Allocation of Revenue Bill, and

cush disbursement schedule Jbr counN govcrnmcnls.

iv) to consider ull muller:s relaled kt rcxtlutions and Bills .for

approprialirns, shure of nulionul revenue umongsl the counties and all

matters concerning the Natbnal Budget. including public Jinance and

monetury policies ond public debt, planning and development policy:

and

b) To pursuanl to , rtic'lc 22li 16) o/ thc ('onstitution, to exomine lha rcport o/ the

('ontroller of Drklget on tlrc intplementution ol'tha huclgcts ol counl) govcrnmcnls.

\tandin! (irrrnittcc or linart.r nnrl lluJgcl l{cn(,rt on l)irision ol R$cnuc llill. (Scrtnt. Rill\ No. l-l ,Jl l0l!,)J



Membership of the Committee

The Committee was constiluted by the House on Thursday l4th Deoember, 2017. during

the First Session of the Trvc'lfth ( l2th) Parliament. The Committee as currently

constituted. comprises the following Members-
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Sen. (Eng) Mohamcd M. Mahamud. CBS.MP

Sen. (Dr) Isaac Mwaura. CBS. MP

Sen. Wetang'ula Moses Masika, EGH. MP

Sen. Mutula Kilonzo Junior. MP

Sen. Aaron Cheruiyot. MP

Sen. (Dr.) Ali Abdullahi Ibrahim. CBS. MP

Sen. (Dr) Rose N1'amunga. MP

Sen. Boniface Mutinda Kabaka. MP

Sen. CPA Farhiya Haii. MP

- Chairperson

- Vice Chairperson

- Member

- Member

- Member

- Member

- Member

- Member

- Member

Stonding (i,mmiltcc or [iranrc ond Bud8ct Rcnon on Di!isirnr ol Rcrcnuc l]ill. (Scnalc Bills No. l-l ol l0l9)
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BACKGROUND AND EXECUTIVE STIMMARY

Article 2l 8 of the Constitution provides for thc submission of the Division ol Revenue

Bill and the County Allocation of Revenue Bill to Parliament. at least two months before

the end ofeach financial year. Section 42 of the I'ublic Finance Management Act. 2012

requires the bills be approved rvithin 30 days atier introduction.

The BPS is the precursor to the Division of Revenue Bill. since it sets the fiscal

lramework underpinning the sharing of revenue between the two levels ol govemment.

The adoption of the BPS Report paves way fbr the publication and subsequent

introduction of the Division of Revenue Bill to the House. The Division of Revenue Bill.

(Senate Bills No. l3 of 2019) was published on lTth July. 2019 and introduced in the

Senale.

At a plenary sitting held on Thursday. l81h July, 2019, pursuant to standing order 134 of

the Senate Standing Orders. the Senate resolved to reduce the publication period of the

bill liom seven to one day.

The Division ol'Revenue Bill, (Senate Bills No. l3 ol'2019) was read a First Time in the

Senate on Thursday. lSth July. 2019. and therealler the Bill stood committed to the

Stantling Committee on Finance and Budget pursuant to standing order 140 (l) of the

Standing Orders of the Senate.

The Bill provides lbr the equitable division of nationally raised revenue between the

national and county levels of govemment as well as setting out specific resources to be

provided lo counties as conditional granls and loans. and the Equalization Fund. In

addition. the bill provides tbr a mechanism fbr adjusting in case <lf variations due to

revenue performance.

In addition, the Bill is accompanied by an explanatory memorandum as required in

Article 2 I 8(2) of the Constitution. The memorandum sets out the explanation of revenue

allocation as proposed by the Bill along with the evaluation of the Bill in relation to the

criteria mentioned in Arlicle 203(l) olthe Constitution.

Stnfiding ( ommittcc on l'in nec ,:nd lludgct Rclort oo f)i\ rsi()Il ol Rclcnuc Bill. (scnatc Rills No lI ol l0l9)
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Pursuant to Article I I 8 ( I ) ( b) ol' the Constitution and standing order 140(5) of the

Standing Orders of the Senate. the Standing Committec on Financc and Budget. in its

consideration olthe Bill. invitcd key stakeholders tbr a meeting to deliberate on the Bill.

The stakeholders included the National 1'reasury, Council of Governors. Commission on

Revenue Allocation. County Assembly Forum.

l'he Commitlee also invited other non-state actors and the general public, through a

public notice appearing on two Daif Neu'spuper. r.vho similarly participated and

submitted their contributions. In that regard. the Committee lbcilitated public

participalion and took inlo account the views and recommendations ol the public in its

repo( to the Senale.

I'he enactment ol'the Division of Revcnue [lill is critical in sctting the stage for thc

preparalion ol'the County Allocation olRevenue Bill. which will inlbrm the preparation

ofrespective county budget documents to lacilitatc liscal claritl'and planning in countics.

('ommittce's Rccommondations

The Comminec recommends that the Division of Revenue Bill. (Senate Bills No. l3 of

2019) be approved wilhout amendments.

\tun(iirlr (i)nrmiltcc oll Iinancc.rnd lludscl Rcpr)n on l)i\i\irnr r)l Rc!cnuc ttill. (Sijoalc llill' \o l-l{)ll(}19)6



Acknowledgements

The Committee acknowledges the stakeholders who made insightful contributions and

recommendations to the Bill. Funher, the Committee thanks the OtIces of the Speaker

and Clerk ol the Senate lbr the support extended to the Committee in execution ol its

mandate.

Appreciations to all Members of the Committee tbr their patience, sacrifice and

commitment to public service, which enabled the Commitlee complete the assigned task

within the stipulated time.

It is now my pleasant duty and privilege. on behalfofthe Standing Committee on Finance

and Budget. to present to the Senate. this Report of the Committee on the Division ol
Revenue Bill (Senate Bills No. l3 ol20l9).

st(iNEt):

sEN. (EN(;) MOHAMED M. MAHAMT ]I), Cl]S, M.P.

(CHAIRPI.]RSON, STANDING COMMITTEE ON FINAN('E ANI) I}I,IDGET)

Drtc

I Srandiul ('ommiltcc orr I inancu ard lludgci Refx,rl on I)i\ isitn !)l Rcvcnuc Bill. (Scrnlc llill\ No. L1 ol'1019)

I



Pursuanl to standing order 213 (2) ot'the Senate Standing Orders. the Senate Standing
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('ilAt,'t'ER ONE

I.OPARLIAMENT'S DELTBERATION ON THE VERTICAL ALLOCATION

OF REVENUE FOR FINANCIAL YEAR 2OI9I2O

The proposed ve(ical allocation of revenue for FY 2019/20 was first published in the

Division of Revenue Bill (National Assembly Bills No. t I of 2019) on 61h March. 2019

recommending an Equitable Share ol revenue ol Kshs 3 10.0 billion to the county

govemmenls and Kshs. 1,561 .42 billion to the national govemmentl conditional

allocations from the national govemment of Kshs. 22.89 billion: and condilional

allocations as loans and grants fiom development partners ofKshs. 38.70 billion. It was

passed by the National Assembly on 26s March. 2019 without amendments and

transmitted to the Senate lbr consideration. On 30th April.20l9 the Senate considered

and passed the Bill rl ith the tbllou,ing amendments-

(i) An increase of Kshs. 25.67 Billion to the Equitable Share allocation liom

Ksh.3l0 Billion to Kshs. 335.67 Billion.

(ii) The renroval ofthe conditional allocation on leasing of medical equipment of

Kshs. 6.20 Billion lrom the Division of Revenue Bill.

(iii) Clause 5 ofthe Bill was amended in sub-clause (l) b)'deleting the rvord

"determined" appearing immediately afier the words "the threshold to be"

and suhstituting therefbr the words "prescribed in Regulations".

Standing ( ommi[cc on I ilancc and l]ud8cl Rcpon on l)i\ isiol of Rcrcnuc Bill. (Scnatc l]ills No. 1.1 ol l0l9)
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The National Assembly rejected the amendments to the Division ol Revenue Bilt. 2019

proposed by the Senate and thc Bill was therelbre rel'errcd to a mediation committee. in

line with the provisions olArticle I l3 olthe Constitulion. The Mediation Committee on

the Division ol-Revenue Bill (National Assembly Bitl No. I I of 2019) was constituted

by the both Speakers olParliament and three committee meetings were held on 23'd May,

2019. l0'h June. 2019 and l3'h June. 2019. 'I'here was no consensus on the county

equitable share to thc county govemments therefbre the Mediation Committee failed to

agree on a version of the Division of Revenue Bill.20l9 (National Assembly Bills No

ll of'2019 and the bill rvas defbared. On lTth July 2019. the Senate initiated the process

by publishing a new Division of Bill. 2019.
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I.I HIGHLIGHTS OF THE DIVISION OF REVENUE BILL,20I9

Articles 203 and 218 of the Constitution provide tbr the equitable sharing of revenue

raised nationally between the national and county governments. It also sets out specilic

resources to be provided to counties as conditional allocation liom the national

government and conditional allocation as loans and grants from the development

partners. Specilically, Articte 218 olthe Constitution provides fbr the submission ofthe

Division ot'Revenue Bill and the County Allocation ol Revenue Bill to Parliament. at

Icast two months belore the end ofeach financial year. Section l9l olthe Public F inance

Management Act, 2012, provides that each year when the Eludget Policy Statement (BPS)

is introduced. the Cabinel Secretary shall submit to Parliamenl a Division of Revenue

Bill and County Allocation of Revenue Bill prepared by the National 'l'reasury fbr the

financial year to which that Budgel relates.

l'he Division of Revcnue Bitl is prepared in accordance with Article 202 of the

Oonstirution, which expressly makes it mandatory lbr the nationally raised revenue to be

shared equitably between the national and county govemments. The equitable share of

the revenue raised nationally that is allocated to county govemments is guaranteed to be

not less than [ 5 percent of the revenue collected by the national govemment and is ttrther

calculated on the basis ol the most recent audited accounts of revenue received. as

approved by the National Assembly. l he basis fbr FY 2019/20 is the latest audited

revenue and approved by the National Assembly fbr F'Y 2014i 15 of Kshs. 1.038.04

Ilillion.

The BPS being precursor to the Annual Division of' Revenue Bill sets the fiscal

Iiamework in relation to equitable revenue sharing between the two levels ol'govemment.

I"or the FY 2019120. the Senate resolutions on the vertical sharing olrcvenue mirror the

provisions in the Division of Revenue Bill. 2019 (Senate Bills No. l3). The Bill consists

of the following:

a) -ltxal County Allocation ol' Ksh.391.07 Billion of'ivhich

i) Counl)' [:quitable share of Ksh.335.67 Billion

Slonditlg ('onrmiltcc orr filancc and lludSct Rcgrn on llir isron rrl Rc\cnuc tlill. (scnatc llills No. I-1 ol l0l9)
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Slandhrg ('omrnittcc orr l:inancc fld l}rdgct RcFnn on Di\isirnr !)l Rc\cnuc t'|ill. (Scnfllc llills No. l-1 ol l0l9)
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The equitable share lbr FY 2018/19 of Ksh. 314 Billion is

adjusted by a 3-year average inllation rale o16.9 percent which

amounls to Ksh. 21.67 Billion. 'l'his is similar to thc proposals

by the Commission on Revenue Allocation and the Council of
(iovernors.

ii) (-ounty Conditional (irants of Ksh. 55.,10 Billion rvhich comprises olthe

Iirllowing-

Conrpensation lbr user ftes lbregonc- Ksh. 900 Million

l.evcl 5 Ilospitals- Ksh. 4.-i26 Billion

Ilehahi I itation ot' Youth [)ol1-'technics- Ksh. 2.00 Billion

Supplenrenl fbr Construction of (iounty tlQs- Ksh. 485.20

Million

Allocation liom thc l{oad Mainttnartce Iruel Lcvl l;und (15'7i,)-

Ksh. lt.98,l Ilillion

Allocations fiom Devekrpment Partners as Loans and Grants-

Ksh. 38.70 Billion

The conditional grant on Lcasing of Medical Equipment has been excluded from the

Division of Revenue Bill. 2019 until such a time rvhen the implementing agency will

provide tull disclosure of inlbrmation on the total contract sum, repayment period and

implementation slalus ol'the pro.icct.

a) Additional conditional allocations (National Government Share of Revenue)

In accordance with Article 202(2) of thc Constitution. the national government may

allocate additional conditional allocations Io the county govcrnments liom the national

govcrnment share of revcnue raised nationally. whose nrain object is intended to llnance

national strategic intervcntions to be implementcd by the counly governments. During

the current [:Y 2019/20 the total additional conditional allocations fiom the revenue

raised nationally. stands at Ksh. 16.69 billion. These conditional g,rants are transferred to



county govemments and included in the budgets of county govemments ttl be approved

by the respective county assemblies.

i) Level 5 Hospital (Kshs.4,326M): During the linancial year 2019/20 the national

governmcnl proposes to allocate Ksh.4.3 billion. The objective ol'the conditional

grant to level 5 hospitals is to sustain service delivery in designated Level 5

hospitals mainly lbrmer Provincial General Hospitals. This is to be achieved by

targeting modical and surgical subspecialties. inter-county ret'erral services and

medical training.

ii) Supplement for Construction of County Headquarter (Kshs. 185 M): The grant

rvas introduced as part olcondilional grant during linancial year 2016/17 whose

purpose is to support construction of ofllces in five (-5) County Governments

rvhich. in 2013114. did not inherit adequate f'acilities fiom delunct Local

Authoritics that could accommodate the new County Govemments'

administration both County Executive and the (lountl' Assemblies.

iv) Road Fuel l.evy Fund (Kshs. 8,981 M): The main objective ol the Road

Maintenance Fuel Levv F'und is to maintain county roads. 'I'he allocation has

grown over time fiom Kshs 3.4 billion in 2015116 to the proposed Kshs 8.98

billion. The allocation to this conditional grant is based on collections tiom the

Roads Maintenance Fuel Levy Fund at l5% of total projected collections. The

allocation caters lor the maintenance of public roads. including the lbrmer local

authoritv unclassifi ed roads.

r) Rehobililation of Village Polylechnics (Kshs. 2,000 M): l'hc conditional grant

was introduced in I;Y 2017/18 u'ith the initial allocation ol'Kshs 2.0 hillion and

Slandinlr (bnnrillcc on ['irrtncc und DudBct Rcpon on l)i\,isron ol'Rc!cnuc Bill (scnslc l]ills No. 1.1 otl0l9)

I

iii) Compensation for User Fees Forgone (Kshs. 900 M): 'fhis conditional grant was

introduced during the tinancial year 20l5ll6 with the ob.lective of compensating

public dispensaries and health centers fbr losl revenue on abolishment oluser fces.

The grant has been set al Kshs. 900 million since its inception.



has been maintained at the same amount fbr the subsequent years. The main

objective of this targeted grant to the county governments is to improve access.

quality, equity and relevance in Vocational Training, through rehabilitation olthe

village polytechnics.

b) Conditional Allocations (Loans and Grants)

These are conditional allocations fiom development partncrs that amount to Ksh.

38.704 Billion tbr F'Y 2019/20.'fhe conditional allocalions are disbursed through

State Dcpartments according to the respective t-inancing agreements and in f ullilment

ol' the set conditions. During the Fy 2019120, the tbllowing additional conditional

allocations rvill be channelcd to counties;

i) Kenya Devolution Support Program (KDSP) County Capacity Building

("level l") Grant of Ksh. 1.410 billion. This is the third year ol its

implementation and is a conditional grant linanced by a World Bank credit to

support county governments' capacity building. This grant has been reduced liom

an allircation ol'Ksh. 2.3 billion in FY 2018/19 to Ksh. 1.4 billion in FY 2019120.

ii) Kenya Devolution Support Program (KDSP) Performance ("level 2") Grant

amounting to Ksh.4.890 billion. KDSP "I-evel 2". llnanced by a World Bank

credit. is a perfbrnrance grant which will be utilized by beneliciary counties

torvard physical investments articulated in tlrcir respective County Integrated

Developnrent Plans (CIDPs). As such, this grant is intendsd to incentivize county

Bovernmcnls that achievc good rcsults in the PF M Relbrms.

Perfbrmance is to be assessed by an independent lirm to he recruited through a

competitive process. 'fhe budget allocation for this grant. which is in its third year

oi implementation. has increased from Ksh. 4 billion in flnancial 2018/19 to Ksh.

4.9 billion in financial year 2019/20 to cater tbr increased numbcr ofcounties who

will have met the perlbrmance score afier independenl assessment.

Standing ( onrmiltcc or l]irrancc and Budgct Rcpon on Di!isior ol Rctcnuc Bill. (scnalc Rills No l-1 ol l0l9)
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iii) Transforming Health Systems for Universal Care Project conditional

allocation of Ksh. 2.994 hillion (World Bank credit):- This conditional

allocation through the Ministry of Health is mcant fbr continued improvement in

delivery. utilization and quality of primary heallh care services with fbcus on

reproductivc. matemal. neu.bom. child and adolescent health (RMNCAH) at the

countS, level. l'his additional conditional allocation has reduced to Ksh. 2.99

billion in the financial year 2019120 lrom Ksh. 3.6 billion in FY 2018i 19 in

accordance with the linancing agreement between lhe donor and the National

Govemment.

iv) DANIDA Grant (Universal Healthcare in Devolved System Program) Kshs

9tt6.583 million: The purpose olthe grant is improvement ol'access to quality of

primary health care and reproductive, malernal. newbom. child and adolescent

health (RMNCAII) services at the county level. It is implemented through

Ministrl' ol' Health who are responsible for ensuring iunds are included in the

budget estimates ol- the ministry lbr the FY 20l9l2o and submission of quarterly

and annual llnancial and performance repo(s to the National Treasury and

scparate copies to each county government.

v) National Agricultural and Rural Inclusive Growth Project (NARIGP) of Ksh'

7.232 billion (World Bank credit): - This additional conditional allocation.

which in FY 201 8/ I 9 amounled to Ksh. I .05 billion is cxpccted to increase to Ksh.

7.2 billion in FY 2019/20. This conditional allocation is meant to complinrent

ellorts by' counties to increase agricultural productivitl and profitability of

targeted rural communities in selected counties, and to provide immediate and

ettective response in case of crisis or emergency.

vi) EU-lnstruments for Devolution Advice and Support (|DEAS) grant of Ksh.

192.698 million: 'l his grant. which is in its third year of- implementation, is

cxpected to decrease tiom Ksh 1.0,1 billion in FY 20ltl/19 to Ksh.492.7 million

in FY 2019/20.'fhe allocation is meant lbr disbursement olthe 2nd tranche ofthe

Strnding Connniltcc orr I'inanc.' onrl lludg( Rcpon on Di\ is ion of Rcr crruc Rill- ( Scnalc llilh Nir. l-1 ol l0l9)

I



grant to facilitate implementation of pro.iects identified in linancial year 2018/19

fbr the achievement ol Local Economic Development (LED) in the county

respective contracts.

vii) IDA (World Bank) - Kenya Climate Smart Agriculture Project (KCSAP) -

Kshs 3.643 billion: This conditional grant to the counties is inrplemented through

the State Department of Agriculture. Purpose of the grant is 10 increase

agricultural productivity and build resilience to climate change risks in targeted

smallholder lamring and pastoral communities.

viii) Kenya Urban Support Program (KUSP) - Urban Development Grant (UDG)

additional conditional allocation of Ksh. I1.464 billion: - 'fhe objective olthis

additional conditional allocation is to establish and strengthen urban institutions

to deliver improved intiastructure and services in participating counties in Kenya.

It is in its second year ol implementation and is meant to ensure provision of

capacity building and institutional support to 47 counties. llowever. direct

llnancial support u,ill be provided to 45 counties other than the city counties ol
Nairobi and Mombasa, and to 59 potentially eligible urban areas within those

counties.

ix)Kenya tlrban Support Project (KUSP) - Urban lnfrastructure Grant

Allocation (UlG) - Ksh. 396.000 million - The main purpose olthis programme

is to provide support to participating County Governments tbr thc formulation of

urban development plans including the establishment and operation of urban

institutional arrangenrents such as charters. boards. administrations and operation

of Urban Institutional arrangements and lbr the initial preparation of urban

inliastructure investments. This grant has decrcased lrom an allocation of Ksh.

1.854 billion in IrY 2018/19 to Ksh. 396 million in FY 2Ol9/20 because the

allocation in FY 201 {l/19 included a balance ol'Ksh. 927 million carried lbrward

tiom the FY 2017/18.

Stonding Committcc orr financ. and lfudgct RrF)n on l)ir isirrr of Rcr cnuc Il;ll. ( Sc'rat. llills No. 1.1 ot l0l9)
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x) IDA - Water and Sanitation Development Project (WSDP) World Bank

Credit of Ksh. 3.50 billion: l'he Pro.ject Dcvelopment Objective (PDO) of'this

program. financed by this additional conditional allocation. is to improve water

supply and sanitation serl ices in six select counties located in the coastal and north

eastem regions ol Kenya. 'Ihis will be achieved by investing in water supply and

sanitation intiaslructure in urban centers in these counties. 'Ihis additional

conditional allocation. which has been reduced slightly lronr Ksh.3.8 billion in

FY 2018/19 to Ksh. 3.5 billion in FY 2019/20. is meant to facilitate continued

implementation ol'the projects started in 2018119.

xi) Sweden Agricultural Sector Development Support Programme (ASDSP) II-
Ksh. 849.626 million: The ASDSP II, which is in its second year of

implementation. is part of the implementation strategy of the Agricultural Policy

(AP) lbr the national and county governments. In line with the AP. the overall goal

ol ASDSP II is to contribute to "transfbrmation of crop, livestock and Iishery

production into c<lmmercially oriented cnterprises that ensure sustainable tbod and

nutrition sccurity". The Programme Purpose is "to Develop Sustainable Priority

Value Chains (PVCs) lbr improved income, food and nutrition security", which

will contribute to achievement olthe "BIG FOLIR" agenda ol'the Govemmenl.

xii) EU- Water Tower Protection and Climate Change Mitigation and

Adaptation Programme (WaTER) - Ksh. 495.000 million: -The purpose of this

additional allocation. which is in its second year ol impleme ntation, is to tacilitate

the implementation of thc national climate change action plan and the master plan

tbr the conservalion ol'water catchment areas of Ciherangany llills and Mount

Elgon and includes Lake Victoria and Turkana hasins. lt is also addressing a

number of cross-cutting issues like climate change. gender equalitl'. good

governance and human rights.

xiii) Drought Resilience Programme in Northern Kent'a (DRPNK) - Ksh. 350.000

million- l'his is a ncw progranrnrc flnanced hv proceeds ol'a loan and grant liom

StJndirg ( onrnillcc rnr [-inirnuu rrr(l Rudgct Rclrn on l)ivisirnr ol Rcvuruc l]ill. (Scnatc Ilillr No. l-1 ol l0l9)
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the German Dcvelopment Bank lor 'lurkana and Marsahit counties. The

programmc objective is deflned as lbllows: "to ensure that Drought resilience and

climate change adaptive capacities of the pastoral and agro-pastoral production

systems and livelihoods in selected areas of 'l'urkana and Marsabit County are

strengthened on a suslainable basis by expanding and rehabilitating relevant

infiastructure." 'l'he expected pro.jects outputs are to ensure: - access to water is

improved lbr humans and livestock: lbdder basis is improved; access k) market

infrastructure is improved: and rural transportalion is improved in the tu,o

counties-

slnndiDs ('onrmiltcc orr I:inrlncc .tlrd Bud8ct Rcn(rn on I)i!isi(nr ol Rcvcnuc Bill. (Scrlnl! llills No. 1.1 ot l0l9)

I
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(.HAPTER TWo

2.0 SUBMISSIONS FROM STAKEHOLDERS DURING PLIBLIC HEARINGS

l. This chapter prescnts the submissions tiom stakeholders. It highlights the views and

recommendations ofthe public submitted during the public hearings held on Tuesday.

23'd July.20l9.

Com mission

Revcnue

Allocation

()n The Division of Revenue Act (DoRA) 2018 allocated Kshs. 1.367

billion and Kshs. 314 billion to the National and Count

Governments respectively fbr linancial year 201 8/l 9 as equitable

share liom the nationally raised revenue.

The allocation of Kshs. 3t4 billion in DoRA 2018 should

therelore tbrm the basis fiom which to grow county allocations

fbr llnancial yeat 2019/20.

The projected, the shareable revenue fbr 2019120 is Kshs. 1,877

billion. At the minimum. thc Commission recommends that

allocation to both levels of govemment be ad.justed by a three-

year average inllation rate of 6.9 per cent.

This will increase the county allocation liom Kshs. 314 billion to

Kshs. 335.7 billion and the national govemment allocation by l2

per cent from 1.367 to Kshs. 1.541 hiltion.

The additional allocations to national govemment should be used

1() retire public debt.

(b) Adiustment for inllation.
I

sT.\Kt.) t()t.t)t.tR ()BSI.tRVA't't()NS ANl) RU('OM MINt)ATtONS

E Stontlirrg (irnrnritter or linilncc and lludSrl l{cnoa on l)i\isft)ll o, Rc!Jruc Bill. {Scnalc llill{ No. ll ol l0l9)

'Ihe above considerations are provided within the CRA

recommendations submitted lo the Parliament in December 201 8.

-fhe 
Clommission recommendation was based on the fbllowing:

(a) Prevailing budgetary provisions to both levels of

government as the base.



cltAPTriR THREti

3.0 COM M I'I.l'EI' I{E,(-0N'I NI EN I)ATIONS

The Committec recommcnds that the House approves the Division ol Revenue Bill.

(Senate Bills No. l3 of'2019) without amendments.

Sundir)! ('onlmiltcc oi [:in ncc unrl l]udgct Rcpon on I)i\isirnr ()fRcrcnu(j llill. (Scnirlc I]ills No. ll ol l0l9)
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oUR REF-. Ct<Al 14 lvoL.6 (z)

Mr. Jeremiah. M. Nyegenye,
Clerk of the Senate,

Clerk's Chambers
Parliament Buildings
NAIROBI

RA

14 Riverslde Drive
Grosvenor hlnck
2"d Hoor
P,O. Box r3ro - oo2oo
NAIROBI

COIVIMISSION ON REVENUE AI,I,OCATION

DATE: o-n,r ,]111y 21; rg

\t,'-l r )

:!U !t.K[

Dear Mr. N1'egenye

RII: TIIE COMMISSION CONSIDERATIONS ON THE SENATE
ITILL No.r3 Ol- zorg ON DMSION OF REVENUE BETWEEN
NATIONAL AND COUNTY GOVERNM ENTS

The Commission on Revenue Allocation is mandated by Article z16 (rXa)
of the Constitution to mal<e a reconlmendation concerning the basis for the
equitable sharing of revenue between the national and county
governments.

In this regard, the Commission in accordance with the provisions of Article
2oS has considered the provisions ofthe Senate Bill No. 13 of 2019 on the
division of levenue between the national and county governments and
hereby submit the attached considerations.

Yours sincerely,

I)r. .Jane Kiringai
C}IAIRPERSON

AftIlot



Itornntirrg a Equitulrle Sociely

MEMORANDAON THE DIVISION OF REVENUE
BILL (NATIONAL ASSEMBLY BILIS NO. Tg OF
2o19)

In accordance with the requirements of Atticle eo5 of the Constitution, the
Commission on Revenue Allocation has consideled the plovisions of the
I)ivision of Revenue Bill (Senate Bills No. 13 of zotg) and submits as

follows:
r. The Division of Revenue Act (DoRA) 2or8 and the Counlv Allocation

of Revenue Act (CARA) zorS allocated IGhs. r,367 billion and Kshs.

3r4 billion to the national and county goverumerlts respectively for
financial zor9lrg as equitable share from the nationally raised

revcnue. The DoRA eor8 and CARA eorS have not been amended to
change this allocation. The allocation of IGh 3t4 billiou therefore
forms the basis from which to gro$' county allocations lbr tlnancial
year 2019/2O2O.

z. The national govemment projects the sharcable revenue for
zorgf zoztt at Kshs.r,877 billion. At the minintum, the Commission

rccornmends that allocations to both levels of govemment be

adjusted by a three-1ear average inflation rate of 6.9 per cent. This

will increase the county allocation by 6.9 percent fiom Kshs. 3r4
billion to Kshs. 335.7 billion and the national governmeut allocation

by rz per cent liom Kslts. r,367 to Kshs.r,54t billion. Part of the

additional allocations to national governmeut should be used to retire

the public debt.

13. the above considerations are provided within thc CR{
recommendations (Table r) submitted to Senate in December zortl.
The Commissiorr reconrmendation rvas based on thc ft>llowing:

a. Prevailing budgetary provisions to both levels ofgovernment as

the basc

b. Adjustment for inflation

I
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t Table r: Summary of the CRA Recotnmendation Submitted to
Parliamcnt in f)cc 2<rr8

No.
Budget Projections based of BPS zorg

Proiected total ordinary rclentle1

t 3

i. Adjustment for Inflation (6.9%)

Total equitable share to county governments
for FY zorg/zo
Nurv Conditional Grant to:

Total equitable share to National Government

Articlc 203(2)3 Allocation to County
Government/ Audited Approved Accounts

5

()

7I
r,5:15.5

g:!%,

Total (I(shs.
Billion

Budget ltem

\8n.o
I,03t|latest audited approv'ed accounts (zorq/S)

Principles for revenue sharing betlr'een national and county
govcrnments

3 r4.()a) Current tevel of Cost of Devolved Functions

b) Provision for sustainabilit-v and Growth in Services

21.5

3:r5.7

5.oFive (5) citiesI

1.


