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I.O INTITODUCTION

1.1 Estabtishment of the Committee

The Mediation committee on the Division of Revenue (No. 2) Bill, (National As-

semblyBillsNo.22of2o|7|wasconstitutedbytheSpeakeroftheSenatepur.
Suanttostandingorderl54(2)andtheSpeakeroftheNationalAssembly
pursuant to Standing Order 149(2) of the National Assembly and Articles 112

and 113 of the constitution on l3s and 14th June, 2017 respectively compris-

ing of the following members:-

l. Hon. Mutava MusYimi, MP

2. Sen. (Dr.) Agnes Zani

3. Sen. Mutula Kilonzo Junior

4. Sen. Billow Kerrow

5. Hon. Mary Emaase, MP

6. Hon. ChristoPher Omulele, MP

7. Hon. Richard OnYonka, MP.

8. Sen. Beatrice Elachi

- Chairperson

-Vice ChairPerson

-Member

-Member

-Member

-Member

-Member

-Member

1.2 Mandate of the Mediation Committee

TheMediationCommitteederivesitsmandatefromtheprovisionsofArticles
112 and 113 of the constitution, standing order 149 of the National Assembly

and Standing order 154 of the Senate which outlines the functions of the

Committee as follows:-

i. To consider Bills where ttrc Houses do not agree on all or any of the

amendments made bg either Houses;

ii. To consider Bills uthere either House rejects a Motion that a Bill uhich oig-

inated in tLe other House be read a Second or Third time; and'

ili. To attempt to deuelop a uersion of the Bill that both Houses will pass'
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The committee was established to deverop an agreed version of the Division of
Revenue Bill,2017 and in particular clause on equitable share for the counties.
The version would then be presented to both Houses for approval as provided
for under Nationar Assembry Standing order No. 14g (6r and senate Standing
Order No. 154 (6).

The specific substance of discussion by the mediation committee was the
county equitable share which the senate had proposed an amount of Ksh.
314'7 billion and rhe National Assembly an amount of Ksh. 291.r billion.

1.3 Committee Meetings and Methodology
The committee held a total of two (2) sittings to deliberate on the Division of
Revenue (No. 2) Bil (National Assembry Bilrs No. 22 of 2orz) in accordance
with the constitution and rerevant provisions of the standing orders of the
Senate and the National Assembly.

During the first sitting, the Committee appointed Hon. Mutava Musyimi, Mp
and Sen' Agnes Zani, Mp as the chairperson and the Vice-chairperson respec-
tively pursuant to Standing order 1s4 (4) of the Senate and Standing order
149(4) of the National Assembly.

At this meeting the committee made reference to the report of the pioneering
Mediation committees that recommended that in future, the chair of the medi_
ation committee should be elected from amongst members of the House that
originated the Bill

The committee commenced its work by developing a statement of issues of
concern raised that necessitated the rejection of Bilr by the Senate. The state_
ments comprised of the amendments made by the senate to the Division of
Revenue P1ll, 2OlT .

I
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Appended to this report is a version of the Bill developed by the committee for

consideration bY both Houses.

1.4 Acknowledgements

The chairperson, on behalf of the committee, wishes to sincerely thank the of-

fices of the Speakers and the Clerks of both Houses of Parliament for the sup-

port extended to it in the execution of its mandate. The committee also thanks

the cabinet Secretary National Treasury for having found time to appear before

the committee at a very short notice. The committee also appreciates the pa-

tience and the input of the council of Governors and the commission on Reve-

nue Allocation on the Division of Revenue (No. 2) Bill (National Assembly Bills

No.22 of 2Ol7l

The chairperson in particular extends his appreciation to all the Members of

the committee for their patience, sacrifice, endurance and commitment to their

assignment under tight schedules which enabled the committee to complete

the task within the stipulated period of time.

Finally, it is now my pleasant duty and privilege, on behalf of the Mediation

committee on the Division of Revenue (No. 2) Bill (National Assembly Bills No.

22 of 2Ol7l, to present and commend this report including and agreed version

of the Bill to the Houses for approval pursuant to Article 113(2) of the constitu-

tion and standing order 155(3) of the Senate and standing order 150(3) of the

National AssemblY.

.-...->

-- 
-L....,,,....:..,....,,....\....'.

HON. MUTAVA MUSYIMI, MP

CHAIRPERSON (THE MEDIATION COMMITTEEI

SIGNED

DATE
r(^ ,-( '?,-a \
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I The bill was preceded by the Division of Revenue Bill (Nationar Assembly
Bills No. 2 of 2ol7) which was passed by the National Assembly on 9tn Feb-
ruary 2077. The bill was referred to the senate by the National Assembly on
15th February 2017. The Senate

amendments on 1st March , 2olz
considered and passed the bill with
The National Assembly rejected the

amendments proposed by the senate and the bill was referred to a media_
tion committee pursuant to Article I l2(2)(bl of the Constitution.

2- The Mediation committee fa ed to agree on a version of the bill within 30
days as required by Articre l l3(a) of the constitution. The bill was therefore
defeated.

3' The National Assembly published the Division of Revenue (No. 2) Bilr (Na-
tional Assembly Bills No. 22 of 20171 and passed it (with amendments) on
306 May 2or7. The bilr was referred to the Senate by the National Assembly
on 9dJune 2077 and read a first time on the same day. The Senate on r3fr
June, 2077 considered the report of the Standing committee on Finance,
commerce and Budget and resolved to reject the Division of Revenue (No. 2)
Bill (National Assembly Bills No. 22 of 2or7l. pursuant to Article 112 (1) (a)
a Mediation Committee was established.

6
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3.0 CONSIDERATION OF THE DIVISION OF REVENUE (No' 2) BILL

4. The committee was established to develop an agreed version of the Division

of Revenue Blll, 2017 and in particular clause on equitable share for the

counties

5. The specific substance of discussion by the mediation committee was the

county equitable share which the Senate had proposed an amount of Ksh'

314.7 blllion and the National Assembly an amount of Ksh. 291.1 billion.

The initial proposal by the National Treasury was an allocation of Ksh.

299.1 billion. The Treasury proposal was an increase of Ksh 19.1 billion

from the allocation for the Financial Year 201612017. The increment was

only to cater for adjustments to inflation.

6. The Committee was informed that the 314.7 Billion was a product of several

negotiations and compromises by stakeholders. The allocation took into

consideration the adjustments for inflation from the allocation provided in

Fy 2016l2017 and the need for additional resources for counties to under-

take additional responsibilities allocated to them after round of salary nego-

tiations for medical personnel and additional salary increments for public

servants. In addition, the resolution took into consideration the projected

increase in the sharable revenue so as to ensure equitable sharing of Na-

tional Revenue pursuant to Article 2O2(ll of the Constitution'

7. The Committee was informed that the Ksh 291.1 billion was decided upon

taking into consideration the limited financing since the national govern-

ment fiscal framework had limited opportunity for adjustment and the gov-

ernment has already exhausted its limit for any additional austerity

measures.

7
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8. The committee was informed that the commission on Revenue Alocation
has reviewed the Division of Revenue (No. 2) Bilr 2orr and, had made a rec-
ommendation of allocating Ksh. 3o9.g b rion. This a ocation took into
consideration the allocation tor Fy 2016l20l7 as the baseline and provided
for an adjustment for inflation. The proposal also provided for allocation to
fund the provision for negotiated salary adjustments for medical officers.

9. The committee was informed that the conditional Allocations had taken in_
to consideration additional collections from Fuel tely Fund and new loans
negotiated by the National Treasury with externar donors to fund county re-
lated functions. The additional collection in fuel ler,y fund was due to ad-
justments in the levy in July 2016 from Ksh 12 to Ksh lg. The increase al_
location from loans was occasioned by the negotiation of new loans and
grants from externar donors including the Kenya Devorution Support pro-
gramme from the World Bank.

4.0 THE COMMITTEE'S OBSERVATIONS AND RECOMMENDATIONS

10 The Mediation committee observed that the approval of the Division of
Revenue Bill was crucial for count5r budget process. The county government
will not have a basis for preparation of the budgets for Fy 2o1z /2org if the
Division of Revenue (No. 2) Bill, 2orz and the county Allocation of Revenue
Bill, 2Ol7 are not finalized before the Julv 2017.

I 1. The committee arso noted the need to adequately fund counties against
the limited resources available for the two levers of government. The com-
mittee agreed that there is need for both levels of government to rive within
the current resources by effecting austerity measures on non-core expendi-
tures. The county government should also improve on their own-source rev-
enue collection so as to avail additional funds.

lJ
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t2. The Mediation Committee therefore recommends that:

i.) The county equitable share be allocated Kshs 3O2,OOO,OOO,OOO for

financial year 2Ol7 l2Ol8.

ii.) The two Houses of Parliament to approve this report and mediated

version of the bill as provided in Appendix 1 .

This report was unanimously adopted by the following members:-

9

No, NAME SIGNATURE

I on. Mutava Musyimi, M.P. - Chairpetson

2 enator Agnes Zani, M.P. - Vice-Chairperson

a Senator. Billow Kerrow, M'P.

4 Senator Beatrice Elachi, M.P.

5 Hon. Mary Emaase, M.P.

6 Hon. Richard Onyonka, M.P.
R--.ko-

Hon. Christopher Omulele, M.P.

u Senator Mutula Kilonzo Junior, M.P.
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MINUTES OF THE ISISITTINC OF THE MEDIATION COMMITTEE ON THE
DIVISION OF REVE,NUE BILL. 2OI7(NATIONAL ASSE,MBLY BILLS NO. 22

oF 2017 HELD AT COUNTY HALL GROUND FLOOR BOARDROOM ON
WEDNESDAY, I4 JUNE.20I7 AT 4.OO P.M.

PRESENT

L Hon. Mutava Musyimi. MP
2. Sen. (Dr.) Agnes Zani
3. Sen. Billow Kerrow
4. Sen. Beatrice Elachi
5. Hon. Richard Onyonka" MP

ABSENT WITH APOLOGY

l. Sen. Mutula Kilonzo Junior
2. Hon. Christopher Omulele, MP
3. Hon. Mary Emaase, MP

IN ATTENDANCE

A. NATIONALTREASURY

l. Mr Henry Rotich

2. Mr. Albert Mwenda

3. Mr. Fred Orvc-ei

B. SECRETARIAT
l. Mr. Mohammed Ali
2. Mr. Njenga Niuguna
3. Mr. Boniface Lenairoshi
4. Mr. Martin Masinde
5. Mr. Joseph Ndirangu
6. Mr. BenajnrinNg'irlor
7. Mr. Christopher Gitonga
8. Ms. t,ucy Radoli
9. Mr. Robcrt Rop

- Chairpcrson
- Vice Chairperson
- Member
- Member
- Member

- Mernber
- Member
- Member

- Senior Deputy Clerk, Senate
- Director. Committees' Senate
- Principal Clerk Assistant
- Deputy Director. Budget office (PBO)
- PBO
. PBO
- Clerk Assistant
- Legal Counsel
- Audio Recording

MtN NO.00U2t)17:. PRELIMINARIES

Mr. Mohamrned Ali callcd thc rnccting to ordcr at 4:25 prn. 'l lris was lttllowcd by a word
of prayer. He welcorned the members and in lirrmcd thcrr that thc rncdiation Comtn ittcc
was established to consider thc I)ivision uf Rcvcnuc (No. 2) tlill (National Assembly
Bif ls No. 22 ol'2017\.

- Cabinct Sccrctary.

- [)ircctor IGIrR[)
- I:inancial Adviscr

I



MIN N0.002/2017: ADO PTION OI- THE, A(;T]NDA

The agenda was adopted having bccn proposed by Scn. (Dr.) Agnes Zani and seconded

by Sen. Beatrice [']lachi.

APPOIN'I'MEN'I OF TH E CHAIRPE RSONAND VICE
CHAIRPERSON

'fhe Comrnittee was inlbrmed that there was a sct precedent in which the Chairperson of
the mediation committcc is appointed liom the Ilouse which originated the Bill. The

other House produces the Vice Chairpcrstln.

The Committee made an unattimous dccision and appointed Ilon. Mutava Musyimi. M.P

and Sen. (Dr.) Agnes Zani. M.P. as thc Charrpcrson and thc Vice Chairperson

respectively.

MEDIATION ()N TIIE DIVISION OF REVENUE
BII,L. (NATIONAL ASSEMBLY BILL 22 OF
2017)

The Chairman began by appreciating thc members tbr the appointment as the chair olthe
Committee. He also inlbrmed thc mcmbcrs that the bill had been re-published since the

earlier mediation lailed to producc an agreed vcrsion ol the Bill. The Chairman infbrmed

the Compittec that duc tg thc tirne constraints hc optcd to invite the Cabinet Secretary

National 'freasury to attend the mccting and help in the mediation process. I'he chair

thereafter briet-cd the members on the mandate of the mediation committee and welcomed

the Cabinet Secretary to make his rcmarks.

The Cabinet Secrctary inlbrmcd (he Committee that-

a) Initially the governmcnt had comrnitted and negotiated with IMF on the budget

tleticit 6.4%. I lowcver. this had rvas re-negotiated to 5.9% due to increased debt

levels which were 1oo high,

b) Debt borrowing was nol l'easible and thus. there was need to restructure

expenditure.

c) National lreasury was obligated to ensure there was fiscal responsibility especially

in the updated tlscal fiarncwork.

d) 'l'hcre was need lirr counties to irnprtlvc on expe nditure prudence.

e) Aller rc-consideration, lreasury had changcd their proposal on county equitable

share fiom Ksh. 299 billion to Ksh. 291 billion. I'lowevcr. there were additional

rcsources liom incrcascd fucl levy lund and donations lrom development partners,

and

-)
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I) The National Treasury rvas willing to consider an additional Kshs. 4 billion and
have the county equitable share at Kshs. 295 billion.

Deliberations ensue d and membcrs made the tbllorving remarks-

That;-

a) The substance of discussion was county equitable share which rvas a figure
between Ksh.299 billion and Ksh.3l4 billion.

b) The memorandum from the Commission ol Revenue Allocation had indicated that
at the very minimum the county govemments be allocated Ksh. 309 billion
factoring in inflation and the negotiated medical doctors salaries,

c) The Council of Govemors had indicated a probable figure of Ksh. 3l I billion
factoring in inflation, negotiated salaries lbr doctors and nurses allowances,

d) Members emphasized that the difference betrveen the initial treasury ligure and
Senate/ CRA was Ksh 15 billion. Thus. there was need to reach at agreeable
figure.

e) The members requested for a 5 minutes break to consult with thcir respectrve
members

f) After the break, the Senate delegation reported that their proposal would be county
equitable share ofnot less than Ksh.303 billion.

g) The National Assenrbly delegation also indicated that they had consulted and
agreed on Ksh. 295 billion as proposed by National 1'reasury.

After t'urther deliberations. the committee was of the proposal of county equitable share
of either Ksh.30l billion or Ksh.302 billion.

Members requested lbr another meeting the following day to deliberate t'urther and agree
on a certain figure.

MtN NO.005/2017: DATE OF NEXT MEETING AND ADJOURNMENT

There being no other business. the chair adjoumed thc meeting at 6.05pm. '['he date of'the
next meeting was set for Thu I 5'r'June at 9 am at the samc vcnue

SIGNED

(CHAIRPERSON)

DATE
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- Chairperson
- Vice Chairperson
- Member
- Member
- Member

- Member
- Mernber
- Mernber

- Director, Committees' Senate
- Principal CIerk Assistant
- Budget Office
- Budget Office
- Clerk Assistant
- Legal Counsel
- Audio Recording

PRESENT

l. Hon. Mutava Musyimi, MP
2. Sen. (Dr.) Agnes Zani, Mp
3. Sen. Billow Kerrow, MP
4. Sen. Beatrice Elachi, MP
5. Hon. Richard Onyonka, MP.

ABSENT WITH APOLOGY

1. Sen. Mutula Kilonzo Junior, Mp
2. Hon. Christopher Omulele, Mp
3. Hon. Mary Emaase, MP

INATTENDANCE SECRETARIAT
l. Mr. Njenga Njuguna
2. Mr. Boniface Lenairoshi
3. Mr. Joseph Ndirangu
4. Mr. BenajminNg'imor
5. Mr. Christopher Gitonga
6. Ms. Lucy Radoli
7. Mr. Robert Rop

The chairperson called the meeting to order at 9:30am. After a word of prayer, the chair
welcomed the mernbers to the meeting.

MtN NO.006/20 t7 PRELIMINARIES

MIN NO.007/2017: ADOPTION OF THE AGENDA

The agenda was adopted having been proposed by Hon. Richard onyonka, Mp. and
seconded by Sen. Beatrice Elachi, Mp

utrrEB oX rup

fi

MIN NO.008/2017: 
9.ONFIRMATTON OF MrN
MEETING

The minutes of the I't sitting held on wednesday, l4'h June, 2017 at 4:00 pm at county
Hall, Ground Floor Boardroorn were confinned as true record ol the proceedings of the
committee having been proposed by Sen. Billow Kerrow. Mp and seconded bv Hon.
Richard Onyonka, MP.

I



ME DIATION ON THE DIVISION OF RE
ATIONAL ASSEMBLY BILL 22 0F 2017)

The committee unanimously resolved that the equitable share for counties be Ksh.302
billion.

The Chairperson thanked the members for their commitment.

MrN NO.0r0/2017: DATE OF NEXT MEETIN G AND ADJO NT

There being no other business, the chair the meeting at 10.05 am.

SIGNET)

(CHAIRPERSON)

DATE

BILL.
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RBPUBLIC OF KENYA
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Division of Revenue BiII , 2017
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'l'he Division ol' tltventtc llill, 2017

'l't I ri l)l vlsoN ol" ltlivliNUli r\lt'l', 2017

A li.l(AN(;liM liNl' OIt (ll,At lsl'ls

Clause

l-Shod title.
2-tnterprctation.
3- Object arld Purpose of the Act'

a- Aliocationsto irlational Government and County Governmcttt'

5- Variation in l{evcnue.

I{EVl,lN tl I,l t|11,1.,, zlt 17'

s(llll,l,t)Ul,l') - IiQtll'l'Altl,E SItAltli Olf ltlivliNtll'l llAlSIil) NAl'lONALl'\/
l]Ii'l'wlil'lN 'l'llIi NAI'loNAl' ANI) (lotlN'l'Y
(l()vlillNN4liN',l'sIOlt'llll'l'FINAN(llALYl''A'lt2ll17lltl'

Al,l,l.]ND|x.Iixl,l,ANAl.()lt\,]vIIiM()ltANI)t]M'I'ol.lIIiDIVISI()N()I,.

I
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'l'he Division of llevenue llill, 2017

1.ll l,l l)l\/lstoN ot,' til,t\/l,tN r rri Iilt.r.. 20 r 7

A ll ill lirr

AN AC'I' ol l)arlianrcnt to provide lbr the cquitalllc
division 01' rcvonuc ruiscrl nalionall;, bctrvccn tlrc
rralional rn(l county govel'nrncnts itt 2017 /18 linancial
ycrlr, irn(l lirr conncctcrl I)rlrl)oscs

l!NA("1'l,ll) by I)arliarncrrt ol l(e nya. as lirlkrr,r,s

l. l-his Act may bc cited as thc Division of Revcnuc
Act,20ll.

2. In this Act, unless the coutext otherwise rcquircs-
"Cabincl Secretary" rneans lhc Cabinet Seclctary for

the time being responsible for nratters relating to financel
"revenuc" has thc rneaning assigned to it undcr section

2 of the Commission on I{cvenuc Allocation Act, 201 1;

3. 1'he objcct and purpose of this Act is to providc for
the equitable division of rcvcrluc raised nationally bctwecn
the national and county levels ol' government for thc
financial yeat 201'1/18 in accordance with Article 203 (2) ol'

the Constitution.
4, Rcvenue raised by the national governntcnt in rcspect

of the financial year 2017i l8 shall be divided aniong the

national and county goverrunents as set out in the Scheclule

to this Act.
5. (l) If thc actual rcvenue raised nationally in the

financial year falls short of thc expected revenuo sct out in
the Schedule, thc shortfall shall bc borne by thc national
govenurcnt, to 1hc extent of the threshold prescribcd in
Regulations by the Cabinet Secretary.

(2) If the actual revenuc raised nationally in thc financial
vear exceeds the pro.jcctcd revcnLrcs scl out in thc Schedulc-
the excess revenuc sha[[ accluc to thc l]ational govcrnntent,

and may bc uscd to reduce bolrowing or pay debts.

Short ritlc

Interprctation

No. 16 o1'

201t.
Object and

purpose of thc

Act.

Allocations to

national and

county
govcrnnrents.

Variation in
revenuc.

2



'l'hc l)ivision of Revenuc tlill, 2017

SCIIEDULB (s.a)

ALI-OCAI'IoN OII ITEVIiNTJI' ITAISI',I) NAl'IONAt,LY BITTWEEN
TIIIC NAl'IONAL ANI) COTIN'TY COVE]TNMENTS FOR 1'I,IE

IIINANCIAT, YEAIT 2017 118

'l'ype/l,o,cl ol a lloca t ion r\rrrorrrrt irr l(S h.

A. 'Iirtal Sha rcable l{cvcnuc
(B+C+r)) t ,560,2 75,tt.10,0(x)

l]. National ( i ovcrn ntcn t 
-

t ,23ti,343,840,(X)0

l)erccn ttgc ((2,) ol'
20l3ll4 arrdilcrl and
npprovcrl l{cvcn ue i.c.
I(Sh. 935,(r53 Million

33.58,2,

32.28%

('. lit;u:tlizrrlion lirr rr tl

l). Countr,(Jrx,rlnnrent ( | 1-2)

7,727,00i,i00
31 ,1,2()5.(Xt0,lt00

_ L County lirluiluhle Sharc

2. Conditional Al locatior.rs
2. I Leasing of Medical

ut tl1e nl
2.2 Contpansalion Jbr U:;cr

2.3 Lcvcl 5 ho.tpital.s
2.4 Oon.:trucIion of County

2.5 llahubiIitation oJ l'outh
c c h nit.s

l,l. Arltliliolllrl ('orrntv
(lontli(ional A lkrcal iotrs (rrot
:trl ol'shar':rlrlt. t (.\ cnuc

3. Allocation lionr firel levv
(1s%

4. Conclitional Allocations

302,000,000,000

12,205,000,000

1,500,000,()00

900,0{)0,000

1.240.000,000

605,000,000

2.()00, ()()(),00()

1 I ,068.192.3(r9

(loans & grant .)_ 20,407,82(r,I 30
li. 'lirtll ( iorrntl, Allocutions
( | ) r-l,l 34s 68I (lt n .19 9 .l6.9 5,7,
Sourcc: National'l'reasury/ llousa llcsolulion on Budget & Appropriutiott Contmittee
Ileport of the lludgel Polic), Stote,nent 2017

"'l'ha lrtutionul (irsyarnntent Sharc incltda.t KSh. 3,100 ntillk;rt tthich i.s tt spetial grrull to
lhc |rtutional lleultlt lnsttrunca l\nl (Nllll.') for [t.ac nuterrutl hculth carc, to he
tli.sltursr'rl us n', intbt rr t( nt t ttl:;

3
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'l'he Division of Revertue llill,2017

MI.]MOITAN I)UM Ol. Oli.lli(r'ls ANI) ltl,lASON

Ttre principal otrject of this Bill is to provide lbr thc cquitable division of revenue

raisecl nitionally anrong the national and county lcvcls ol'govcrnmcnt as rcquired by

Article 2l8 of thc (lonstitution in ordcr to facilitate tlie plopel functioning ol couuty

governments and to etrsule contilruity of cottnty services.

Clauses I antl 2 ofthe llill plovide for the short tille 01'thc Uill ancl the intcrprctation

ol'terms used in the Ilill.

Clausc 3 of thc llitl contains the provisions on thc objects and purpose olthc llill.

Clausc 4 of thc I)ill presclibcs thc allocations fbI the national governnrent and the

county gover.nments fi'otm thc rcvcnuc raised nationally for tllc lluar]cial yeat 2017/18.

Clause 5 of thc llill deals with mechanisms ior adjusting lor variations in rcvenues

ernanating fi.om revenue performaucc during thc fiuancial ycar in which this Bill Lclates

to.

This Bill is a llill conoerning colulty governmcttts fol thc purposc of Articlc Il0 of
the ConstitLrtion.

l)ated thc

,/ "+t^a--\ | -)'tr*<-I

.2011
I

Mutava MusYirni, CllS, M.l''
C hu irpc rs on, llu d get un d A pltro pr i ul i ons Co nt ntil I a e
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'l'he Division of llevenuc llill, 2017

AI'I'IiNI)IX

EXI'I,ANAT0ItY MI!MORANI)T'M 'I'O I'I]B DIVISION OF I{[,VIi,NUI'
t\1,1,,21117

Ilacl<grou nd
1, 'fhis men:orandum ltas been preparccl as ar1 attachnlent to the I)ivision of Ilevenuc

Ilill (Dol{tl), 2017 in fulfilnicnr of rhc requiremenrs ol Articlc 2 I s(2) ol the constitution
and Section l9l olthc l)ublic Finance Management Act,2012.

2. Article 218(2) oi thc Constitr(iori recluires that the llill be submitted to parliamcnl

cvcry year togethcr with a mcmorandum cxplaining:
(a) thc proposed revenue allocation set out in thc Bill;
(b) thc cxtent 10 which the Ilill has taken into account thc provisions of Ar1icle 203 (1)

of the Constitution; and

(c) any significant deviations fi'onr the recomnrendations of tlie Commission on
Revcnue Allocation (CRA).

3. In addition to the above requircments, Section l9l ol' thc Public Financc
Matragcntcnt Act, 2012 requircs that thc tlill be subnritted to Parliamcnt together with the
Mcdium Terr.u ISr"rdgct Policy Statentcnt accompauiccl by a rnernor.andum which explains;

(a) thc extent, il'any, of dcviation from the recommendations of thc lntergovernmental
Budget and Economic Council; and

(b) any assurlptions ancl Iblmulac used in arriving at the respective allocations
proposed in the Bill.

llxplanation of thc Allocations to tlrc Nltional and County (iovcrnntcnts as lrroposed
in the Ilill

4. -l'hc l)oRB. 2017 proposcs to allocate to County Govclrrments Ksh.345.7 billion i1
the firrancial yeat 2017118, rvhich relativc to rhc 2016/17 allocation, rellects an incrcase of
Ksh. 4i.5 billion. 'l'lris allocation conrpriscs o1'an cquitablc shalc ol'Ksh. 302.0 billion and
atlditional cor.rditional allocations fiont the sharc of' national govcrnnlent revenuc
anlountirlg to Ksh. 411.7 billion.

Co rtt.y (ioyst'111nen ts' Iitluittble Shorc
5. 'l'hc County (krvcrntncnts' cquital)le shurc ol- rcvcnuc r':riscrl nationally Ibr thc

llnancial ycar 2017/1tl is arlivcd at by glrxving thc (lounty (iovcrnrrents' cquitablc shar.c
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tor 2Ol6l11 of Ksh. 280.3 billion to Ksh i}02.0 billion. 'Ihis yiclcls an adjtrstment firctol ol-

21.7 billion. 'l'hc equitable sliarc of revenuc, thus clctcrmined, is an unconclitiotlal allocatiorr

to the County Govcrnments ancl thercl'orc Coullty Govelnnlcnts aIc cxpectecl to plan,

bu6get, spc1d, account and rcport on the funds allocated indcpendenlly. '['his allocation to

County Governtnents takes into account all the liurctions gazetted lor transf'er to County

Governments by the cnd of transition pcriod in Marclr 201 6 except lbr the unresolved

transf'er ol 32,000 krn of class D roads.

6. After making thc above adjustmcnt, county Govcrnnlents' cquitable share ol'

Levcnuc in the financial ycar'2017/18 is estimated to bc Ksh. 302.0 billion. 'l'his allocation

whiclr rcpresents a 32.28 per ccnt of the latest auditctl rcvenues for FY 2013/14 (i.e. Ksh.

935.7 billion) is above thc constittttiotlal minimum ol'l5 percent.

Conditional Allocfltio,ls to Counly Goveutntenls

7. Artiole 202(2) of the Constitutiorr provides lirr additional allocation to County

Governments from thc National Governtncnt's shalc of levclllle, cithcr conditionally or

tunconditionally. Pursuant to this Alticle, thc National Governlncnt proposcs to allocate the

lollowipg aclditional conditional allocations to support specific national policy objectives to

bc irnplemcnted by County Governments:

. conditional Grant to facilitatc thc lcasing of mcdical cquipment of Ksh 4.5 billion.
'l'his grant is iri its third year of implemcntation and is intcndcd to laoilitate thc leasing

of modern specialisccl medical equipnrcnt in at lcast two hcalth lacilities in each County

Govenrment over the mediunt term.'l'his will lacilitate easy access to spccialised hcalth

care services anrl significantly reducc the distance thal Kenyatls tlavel in search of such

serviccs today. This gianl will be managed by thc National Governmcnt on bchalf of

the County Govcrnrnents. in accordance with intcr goverutnental agrcernents cntel'ed

into.
. Conditional grant for lcvcl-S hospitals of Ksh. 4.2 billion. [.cvel-5 hospitals havc

continucd to play a significant role in proviclirrg specialised health care sclvices to

Kenyatrs. 1'hesc hospitals provide spccialised hcalth carc sewices to citizens rcsiding

gutsiclc their hosl Coutrty, usually firr complicatcd cascs tef'errccl liom lower levcl

health facilities. In ordcr to compensatc thcnr for the costs incurrcd in rcnilerinil

serviccs to neighbolrring Cotuties, thc national goverltluettt proposcs to fu hcr allocate

Ksh. 4.2 billion in linancial year 2017118 up fi'om 4,0 billion allocatccl in FY

201612017 . 'l-his gr.ant will bc transfelrecl li.om the National (lovcrntnent cxchecluer

account at thc Central Ilank ol Kenya to Countl, Govertttrellts ils a conditional grant

through the respcctivc Cottnty Ilevenuc Fund Accoutrts
6
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Conditional Orant of Ksh. 900 nrillion to eomllcnsatc county hcalth facilitics for
lbrgonc user I'ccs. It is thc intcntion o1'governntcnt to sustain the Govcrnnrent policy ol'
not chalging uscr lccs in public hcalth lacilitics. In this rcgarcl, ancl in lurtherancc ol'
this policy, tlic National Ciovclnmcnt has allocatccl l(sh.900 million in thc financial
year 2017i ltl to contpensatc county govcnlrcnts fbl rcvetruc lbrgonc by not charging
ruser ['ccs in thc county hcalth lacilitics. 'l'his grant will bc tlanslcr.r.ed fronr tlie
cxcltccluct' by thc National l'r'casury t<> Corurty (jovcrnments ou a rcimbursement basis
through ti.re rcspcctive Oounty ILcvcnuc luncl Accounts. upon r.cccipt of written
conlilmation by tlie Accounting Olficcr responsible lbl Ilcalth corrfirming that the
County (iovcrnrttcnt waivecl uscr fee chargcs in thcir health lhcilities in accor'dancc with
agrcccl spccifi cations.

Clonditional Grtnt to supplcnrcnt corrnty lllocation lbr thc construction of county
hearl<luartcrs of l(sh. 605 Million in fivc counties. This conditional grant in its
sccond ycar o1' allocation ancl is intonded to lurthcr supplenrcnt financing lor
conslrt.lctioll o1'hcadcluartcrs by fivc County Govclnr.r'rents that did not irrherit adccluate

office spacc. The Iive countics are lsiolo: Lamu; Nyandarua; '['ana I{ivcr at.rd'l'haraka
Nitlri. 'f he grant is part of a threc yeal plan, bcginning financial year 201(tl17, to
supplcnient contribulion o1' tlie fivc counties towards cot'lstruction of their countv
hcadqrrrrtcrs. l'hc allocation will bc shared cqually, ra,ith each courrty gctting an

allocation ol Ksh. l2l nrillion in IiY 2017/lll. 'l lris allocation is part of the Nalional
(iovcrnnrcnt conlribution which translatcs to 70 pclccnt of tlrc hudget. County
(lovcrrrntcn(s will contribLrtc thc balance, that is, 30 perccnt. 'l'hc National
(iovcrnrncnt's contribution r,r,ill be splcad ovcr thlcc Ilnancial years, In I.Y 2016/17, thc
I)OI{ll 2016 allocated a total of' Ksh. 605 nrillion lor (he constnrction of county
headrlrrartcrs (i.c. Ksh. l2l nrillion kr cach of thc llve counrics). In FY 2017/ltl, the

DOIili 2017 is allocating an additional Ksh. 605 million (i.c. Kshs l2l million per

county).

Condition:rl Grand for rchabilitation of villagc polytechnics of Ksh. 2.0 billion.
'l'liis conclitional glant is firr county govcrnmcnt to build, crluip and renovate village
polytcchnics. 'l'hc villagc polytcchnics will go a long way to serve as ccntrcs o1'

cxccllcncc to cr)rl)owet yoLrth with thc requisitc skills to gcncratc cntploymcnt. '1'hc

villagc poll,techrrics alc csscntial in dcvcloping skills ol youth who clo no( tratrsit to
inslittrtiorls ol highcr lcarttirtg. Whcrcas this is a clcvolvccl firnction and countics slrould
financc it unconditionally Lrsing thcil o\\,u rcsourccs. in thc 1tast. counlics ltavc l.lcc6

Ircs itarrt to Iinancc it.

7
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Arklitional Counly Corttlitiotlol Alloctttiotts (not Pott oJ'shoroblc revanuc)

. conditional (lrant fr0m thc lload Maintcnance Fucl Levy liuntl of Ksh' I l.l
hillion. 'l his conclitional glant which is in its third yeal o{'allocation has bccn increasctl

fronr an allocation Ksh. 4.3 billion in lhe 2016l11 lrY to Ksh.l l.l billion in I;Y

2011l2OlB. 'lhis translales to l5tl pclcent increase arising li oln thc iucrcase in Fuel

Levy. ',l'his grant is meant to furthcr enhance County (iovcrnmctlts' capacity to rcpair

and nraintairr county roads and is cquivalent kr l5 pcrccnt of tlre lLoacl Maintcnancc

Fuel I-cvy Iruncl.

. Conditional Grant from procceds of a loan I'r'onl thc world llanl< amounting to

Ksh 873.4 rnillion. This l{esults Based Iir]anoir-rg grant lrom worlcl l}ank to 21

countics is in its final ycar ancl is lor the Kenya llcalth sector support l)roiect. 'lhesc

ft,ds arc intended to support thc dclivery of hcaltli scrviccs it.t cotrnty hcalth lacilities

with a vicw to increase acccss to hcalth carc selviccs by Kenyans antl in particular thc

poor.

. KDSP County Capacity Iluikling ("lcvol I ") (lrant anrounting to Ksh 1.5 billion'

This is a conclitional grant financccl by a Wo|ld Ilank crcdit to sllpport cottnty capacity

builcling undcr 1he Kenya l)cvohrtion Support l)rogt'am (KDSP) amottuting kr Ksh. l 5

billion. -lhis grant is intellded to support capacity building initiatives iu thc oounties irt

the following areas:

o Strcngtl.rcning public llnaucial nlanagcment (l)FM) systoms;

o Sttengtheniug County l{ttntan tesour<:e Illanagenlent;

o ltrrptovit-tg coulrty plannit-tg at]d Mor-ritorir-rg & I.]valuatiorr systenrs; and,

o Civic Ilducation zurcl Public Palticipation

o StrengthcningIntergovernmerrtalrelations'

. KDSP Pcrforrnance (.,level 2") Grant amounting to Ksh' 4 billion. 'l his is a

conditioual grant finauccd by a World Bank credit which is inlenclccl to incentivisc

countygovclnl]rcnlstlratachicvcgoodresultsilrtlrefollowingkcyareas:
o Strcngther.rilrg public fiIrancial t.nanagcnlcnt (l'IM) systems;

o Stretrgthcning Cottnty IIttt.nan resourcc n'Ianagement;

olnlprovirigcotttrtyplannitrgar-rclMolritol.ilrg&1.]valr"ratiorrsYstctrrs;atrd.
o Clivic Edr'rcation atid [)ublic Participation'

o Strctrgther.rirrg Intcrgovcrnlnental rclations'

perlbrprtlrcc olcounties in thc atrove areas is to bc asscssecl by an intlepcnclcnt llrm to

be rccruitccl through a conrpctitivc proccss. cottnty govcrrltllcnts will bc at libcrty to

allocato t(l)SI) perftlrt.nancc grallts to a wide lisl ol'priority progralrs'

t]
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Clondi(ional nllocation linancccl by othcr. loans :rnd granls rcccivctl from
developmont I):lrtners and the (lovcrnrncnt countcrpart funding tlcrivctl fi.om thc
National (iovcrnmcnt's share all totalling I(shl1.7 billion. 'l'hcse conditional
allocations havc increasecl liorn a total of Ksh.2.l billion in thc [y 2016/17 to tl.rc

currcnt Ksh. I 1.7 billion. 'l'hcse lirnds, howcver', will not bc tralisltlrcd to coruty
Govclnrlrcnts in thc financial yctn2017118 but will instcacl be nranagccl by thc National
covcrnnrcnt bccause they tir:tl to linancing agrcellrcnts which wcrc enler.cd ilto prior to
the cstablishnrcnt ol'the courlty govcrnmenls. Such fr.rnds ale ticd to on-going contl.acts
with supplicrs rvhilc thc rclatetl llnancing agrccn.rcnts also specily thc funds flow
rrrodalitics which rlay not bc consislent with wlrat is contelrlplatcd urrder tlie
intclgovclrtnrcntal alrangcntcnl.
It is thclcfirrc expcctcd that thc loarrs ancl grants unclcr thc cxisting fir.rancing agreemenr
will bc inciudcd in tl.rc budgct of the National (;ovcr.nment. 'l'hese llnds will bc
tnanagccl by thc National Govcrnrncnt bLrt with involvcmcnt o1'County (iovclpntents in
the I)rolect Stcet ing (lontnrittccs arrd l)rojcct lnrplementation tJnits lor each
progranrmc/pro icct. In additirrn. reporting a angcnrcllts as rvcll as thc conditions
attachccl to thc implcurcntation ol- the programnrc/pro jcct rvill bc clcarly spclt out in
Pro.icct Implcnrentatioir liramcwolks to be agrccd with county Govcrnmcrlts prior to
thc rcleasc ol'the llnds and intplemcntation of tl.re pt.ojccts.

l,lvaluation ol lhc llill :rgainst Articlc 203 (1) of thc (tonstitution

8. Articlc 2l 8(2) oi thc Constitr.(ion lequires division of revcnue bctween the tu.o
Icvels ol govcnlnlcnt zrnd across County Governnlents to Lake into accoultt thc criter.ia sct
oLrt in Articlc 203(l) of thc (lonstitution. The criteria include factols such as: national
intcrest, pttblic tlcbt ancl othcr natiollal obligations, neecls o1'tlrc clisadvantagccl groups ancl
ar€as e1c.

9. 'l'ablc I proviclcs ar1 asscssn.)crlt ol the extcnt to which the requirenrents of Articlc
203 (1) have bcen incolporatcci in cstimating the clivision ol' r'evcnue betwecn the [ational
and county lcvels of Goverrrrncnt in tltc financial year 2016/17.
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'l uble l: Iivaluation ol tlre llill against Articlc 203 (l ) of thc Constitution
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10. National lntcrcsts: 'fhese arc cxpcnditurcs which relatc to projects ancl
proglammcs tltat:

' alc clitical to thc achievemcnt ol'country's cconor.r.ric devclopment ohjectives;
. potentially will havc significant impact on social well-being ol'citizcns;

' are anchorctl i, thc vision 2030 and tlie Mcdiunr Terrn plan II (2013 - 2017); and
. havc signilicar.rt lcsource iuvestmoltt requiremelits;
. have bcen spcci(iecl in the 2017 Budgct Policy Stateurent.

'l'hcsc uational intcrcsts incluclc: activitics ainrccl at cnliancing sccurity operations; lational
irligation ancl ['crtilizer subsidy initiativcs; Youth [r)mpowerment; provisiol ol lational
social safety nc1 lilr vulnelal;lc groups ancl prinrary school digital litcr.acy program, and
school examination Iccs subsidy. l{evcnuc allocation lol thcsc programs is cxpecte4 to
irrcrcase slightly fi'om Ksh. 79.7 billion fi2016117 kr Ksh. 81.9 billion in 2017ltB.

ll. Public l)cbt: ]'hc tlill has lully providcd lor all public dcbt rclated costs. l'hesc
colnprise of thc artntral clcbt lcclemption cost as wcll as thc intclest payntcnt for both
domcstic ancl cxtelnal dcb(, In 2017l18, thc revcnue allocation for payn.rcnt of public dcbl
relatccl costs is cxpcctcd to incleasc to Ksh.6l8.6 billion up fr.orn Ksh. 446.4 billion in
70|6117 financial ycar.

12. Otlrcr Nati,nal Ohligations: As pr.o'idccl lbr. r.urder Ar.ticlc 203(l ) (b) ol thc
(lonstitution, thc llill lias also taken into account (hc cost ofothcr national obligations, such
as, ltrandatory pension contribtrtions and/or paynrents, financing lol constitutional officcs,
inclucling Parliantent as wcll as cxpenscs rclating to othcr statutory bodics and lirnds. l'hcsc
alc cstinratcd to cost Ksh.4l4.2 billion in20l7ll8 up li'orn Ksh. 371.7 billion i-t2ol6/17.

13, Itiscal Capacily a,d flfficiencl' of county Go'crnments: Iriscal capacity 1irr.

county govcl'nlllct1ts, that is, thc potential lcvcnLrcs that oan be gcltcratcd liom the tax bases
assiguecl to thc cottntics lvhcn a stanclarcl avcragc lcvel ol cflort is applictl to those tax
bascs. has tr<tt bcctt asscsscrl [ully. Howcvcl ch,n ing the IrY 2017/18 tl]crc arc 1>lans to carry
otrt studies to cstabiish thc fiscal effor.ts ol'cach of the rcspectivc counties.

14. Coun(y governnrcnts' :rllility to pcrform thc functions assignctl to them antl
nrcet <lthcr tlcvclo1luentaI ncctls ol'thc county govcrnments: As cxplainecl above, thc
baselinc lor the cquitablc shalc allocation lur thc financial year 2017l18 was clerived l.ont
tlrc l)ivision of l{cvcnuc n ct, 201 6.

i5. It should bc trotccl thal allocations Ibl dcvolved functiorrs tlansftr.retl from thc
Itittiottal govcrtllllcnt wcrc bascd on the histolical cost ol thosc lirnctions as cleterminccl
th[ottgh a cotrsLtltal ir.'c l]roccss that involvcd thc linc ministries anrl other inclcltenclcnt
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comrt.r issior.rs ancl ofllccs. Irurthcr i1 slrou!d bc notcd thal 1ho transitior.r pcriod to clevolvccl

system of govenlltett( oamc to au eucl itl Maroh, 2016. I lowevet should any residual

fuuction/s anci atlenclant Icsotlrces be itlentificd, they shall bc includcd itr subsequcnt

DoRB.

The proposecl vertical clivision of revenuc proposed in thc l)ivision ol Itevenue Ilill,

2017 thcrcftlre takes into account the cost olcolu)ty govel'nments' developmcntal tleecls alld

it is cxpectecl that county govenlrletlts will havc the ability to perfornr the lttuctions

assigrled and transl'errecl 1o thcur as coutemplaled under Articlc 203(l ) (t)'

16. flconomic Disparitics within antl among countics irntl thc necd to rcmcdy them:

Allocalion ol' the sharablc rcvenue (i.e. equilable shate of l(sh. 302.0 billion) arnong

counties is based op thc second geuetation Ibtlnula approvccl by Parlian.rent in.ltrnc,20l6

pursuant to provisions ol Artiole 217 and seotion l6 of the Sixth Scheclule ol tlie

Constitt(ion. TItc lb Dula lakcs into account disparities arnotrg counties ancl aitr1s at

equitablc <listlibution of tesources by introducing a new palalneler, l)evelopmeut I-actor

(1%), cxpectecl to blidgc the clevelopnrent disparitics gzrps alnollgst cottnties. Thc lornrrrla

takes into account population (45%), laud arca (8%), povcLty (18%) ' a basic cclual shzrre

(26%), liscal rcsponsibiliry (2%) a.iid Development lactor' (l %). The cquitable sharc ol'

revenuc for coullty govolnments in 2017118 reflccts atr iucrease of 6.72 percent contparcd

to the allocatioi i|t 2016117. This meaus thal there is mote moncy in 2017118 to help

remecly coonomio disparities within ancl amoug counlies. It should also bc uolecl that Ksh'

7.7 billion has also been set asiclc lol tlie Equalization Funcl in 2011118 which ttanslates to

0.8 per cent of last andited l'evenuc accoLlllts ol goveruments aud is way above the

constitutional provisi<lu ol 0.5 percent. Tliis Fund will be used to financc developtnent

programr.Itcs that aim to redtlce regiol.ral disparities amol.tg cottutics'

17. Necd lbr Economic Optimization of Each County: Allocation ol' resottrccs to

county governments was gLridecl by the costirrg of tl.re lunctions assigrled to thc coLlrlty

governments. 1'lie cquitable share ol revenuc allocated to 0ounty governments was

irrcreasecl by 7.74 per cent fror.r.r Ksh. 280.3 billion in 2015116 to Ksh 302.0 billion in

201,7llB. 'l'his is zur unconclitional allocatior.r which mczrns that tlie county governlrents can

plan, blclget ar]d s1:encl thc funcls inclcpcndently. With thc aclditior.ral resources, thelelbtc.

county govcrnlltents oan allocalc ntotc Icsollrces tO their priority projects ancl thus optinli't-c

tl.reir potcntial fot ecououric developrnent.

18. Stablc :rnd l,rc<lic{ablo Allocations of County (love rnrncnts' Vcrtical sharc of

Ilcvc.ue : Thc coulty goven1nteltts' cquitable shate ol'rcvcnrle taisecl nationally hits l'rectr

ltrotectccl from cuts that lnay be nccessitatcd by shortlall in reveltrte Iaised nntionally.
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According to thc DoRB 2017, any shortfall in revenuc raiscd r.rationally is to bc borne by
thc National Goverumenl.

19. Necd {br Flcxibility in ltcsponding to Enrcrgcncics and Other 'f cmporary
Nccds: Included in thc equitablc sharc of rcvcnuc lor the national govcrnment is au

allocalion ol l(sh. 5 billion lol the Capital o1'tlic Conlir-rgcncies Fund. l'his Iiund will be

uscd to mect thc demands arising from urgenl ancl unlorcscen nccds in all Counties that

snIl'er fionr calarnities in the r.nannel contemplated under Section 2l of the l)ublic lrinancc
Mzrnagemcnl Act, 2012. ln acldition, thc l)ublic lrinance Manageutent Ac1, 2012 and the

I)FM (County governuretrts) Regulatiot.rs, 2015 rcqr"rircs each cour.rty goventmcltt to set up a
County Iimcrgency Fund. County governmcnts are expectecl to set aside at least 2 %o part of
their allocatior.r for tl.ris purpose.

20. lt should bc r.roted that alter taking into account all thc otl.rcr lhctors conternplatcd

lurder Article 203(l) of thc Constilution, including the needs of counly governments, only
I(sh. 106.6 billion is Icft to fir.rar.rce othcr National Govelnment ncccls, such as, defbnce,

roads, enelgy etc.

Ii.csponsc to thc Ilccornmcndations of thc Commission on I{evcnue Allocation
21.'lhe Division of Reveuuc Bill,2017 proposes to allocate coLrnty governlnents an

cquitable share of Ksh. 302.0 billion liom the shareable Levcnue raised nationally. 'l'he

CRA, on thc otlier lrand, rccomnrends County Governments' equitablc share of revenue of
I(sh. 331.6 billion as zrn unconclitional allocation to bc sllarccl arnong counly governmetlts

on thc basis of the forr.r.mla for sharing revcrluc approved by l)arliament r.rnder Articlc 217

ol'tlrc Constitution. Tl.rc differcnce in thc Comrnission on l{evenuc Allocation (Cl{A)
lecor.nrncnclation ancl the DOIIB 2017 proposal emanates from lhe different approaches

usecl to cornputc tlie CoLlnty Governments' equitable share ofrcvcnue. These include:
o County cquitable revenuc share adjustmcnt o1'Ksh. 8.43 billion (bL additional

connty loads: Following the leolassification of roads by the State l)cpartment ol
Infrastluctule rd sulrsequcnt transfel of additional county roads by the dcfuuct
l'r'ansition Authority ('l'A) vide Gazette Supplement No.4 of 22"d April, 2016,

the CIiA plol.roscd to gross r.rp the counly cquitable share o1'revenue lor 2017118

by an allocation of Ksh. 8.43 billion for construction and rchabilitation ol
cotrnty roacls.

It should bc noted that thc dclirnct l'r'ansitional Autholity (iazcttcd 90,000 Kilonrctlcs o1'

toacls of class Il, l:, (i ancl noll-classific(l rozrcis which wcte trzutslcrrecl to county
govcnrmcnts in thc linancial ycar 2013/ 14. l'hc attenclant rcsoulces (Ksh. 27.4 billion)

l3
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were subscrprcntly tr.ansfe rrecl to coullty goveu.uncnls tlrrough thc Division of Rcvcnttc Act,

20t3.
The Doltll 2017 also recognises that the tasklbrcc established by the Cabinet

Sccr.etar.y/National "freasuly to assess if thcrc werc duplication of lunction in the national

ancl county governments, also recornmended that Kshs. 8.43 billion held by Kcnya Ilural

Iloads Authority and the Kenya Urban l{oads Authority be transferred to county

governments to follow the tlansl'er of class I) roads amortnting to 32,000 km

Irirst, it should be noted tl.rat the report of the tasklbrce have not bc considered and adopted

by thc SUMMI'I'ancl therelbre it would be pre-mature to reflect such recomtnendations in

l)oRll 2017. In ligtrt of the foregoing, it is not possible to includc in the DoRB 2017 the

recornmendation of the CRA and the taskfolce.

o county equitable revenue share adjustrrent ol Ksh. 319 million from Kenya

Libraries Services to cater for salaries and opcrations of dcvolved libraries: 'l'hc

CRA has proposed a further adjustment ofthe equitable revetlue share to include

an allocation of Ksh.3 l9 million to salaries and operations of devolved libraries

inFY2017/18'TheDoRB20lTviewisthat,thatthisanrountscanonlybe
transfcrred to counties upon the lornral adoption olthe report ofthe tasklorce by

the SUMMIT.
22. Table 2 below analyses the diflerences bctween the cltA reoommendatiorrs and thc

National Assembly proposal on the division of revenue betweeu the national and county

governments in 201'7 1 18.

'l'a5lc 2: ( iornytarison ol lle cornmcntlrrtions rtl tlte (ltttrllrtissittll tttt llct'cnue Alloc:ttion

rrurl thc Natioltal Asscnrbly on the cqrri(rlblc sll:tt'e ol'l'cl'clltlc pro;losed lbr ltY 2017/ll'i

(lfigurcs in I(sh. Milliolts)

lixpcnrlilrrrt'Itent
Ct{A
(A)

Nltionnl
Asscnr bl

I)illct errce
I] A-B)

uitat)lc l{cvcnue Sharc ilr FY 20 I 6/ I 7 2 ttO..i 00

.4. tltl
Ad [rstn]cnt Ibr revenue rvth in FY 2016/17 42 s50 1

Adjustnrent for CountY ILoads 8,410 ti..1l0

Ad ustnlcnl li)I salaries & oPerations of devo lvcd librarics .l l9 _ 319

29,599't ( )'l Ar. 1,. t ll'l Alll,l'l SlIA.l(Ii ()1.' I{la\/lrNtll'l
Source : l.vational 'l.re asurl'/Colnttrissittn tln l{cvenrrc Allocat ion/l Iottsc llcsttltrtiolts ott

lirrtlgrt l'o licv Statcrncrlt, 20I 7

14

3 02,0 00

280,300

21.700
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23. On thc cxisting additional conditional grants: CI{A proposes a total allocation to

cxisting additional conditional grants of Ksh. 27.1 billion against an allocation by thc

DOI{ll 2017 ol'Ksh. 43.6 billion. The diffcrcnccs in allocations ofthcse existing additional
conditional allocatiorrs 10 counties is as a result of ;-

. CI{A usc of a gromh lactor ol'-5 pcrccnt inllation ratc to increase all the existing
conclitional gralits. l'he existing conclitional allocations include allocatior.rs for;

Level-5 hospitals, Irrce Matclnal I lcalth Cale, Ccirnpensation lbr IJser fce

lbrgonc, leasing ol mcdical cquipnlcrll ,coirnty roads fturding from I{oads

Maintenance Irucl l-evy, special purposc grant for Emergency Medical services

and Supplement for construction of fivc county hcadquarters. It should be notcd

thzrt allocations for the various conclitional additional allocations are determined

through thc national MTEF budgct proccss bascd on the weight attached to thc

national govcrnment policy objcctivcs that the allocations are intended to

support.
. CIln has proposed an allocation ol 25 pcrcent to counties from the ILoads

Mainlenance Levy lruncl (RMI-f) translating to Ksh. 13.3 billion, whereas the

DORII 2017 has maintained I 5 7o allocation from I{MLF wl.rich translates to

Ksh. 1 1.06 billion which is an increasc o[' Ksh. 3.6 billion fronr 1he previous

financial year'. Qfu{ justification lor this incleasc is to provide funds for'

maintenancc of thc 32,000 Km of roads translerred to cor.ulties flom RMLF. 'l'he

taskfbrcc appointed by thc Cabinet Secrctaryn,lational 1'reasuly had also

lecommcnclecl that 25 perccnt of thc annual collections in tl.re RMI-I' be

trans{'cncd to counties. As cxplainecl abovc thc rcport of the taskforce has not

becn adopted lbrmally and thcrelorc it woulcl bc pre-lrature to incorporatc the

rccornnrcndations in thc I)ol{ll 2017. Ilcsidcs. thc Ministry of 1'ransport and

In[lastlucture (Mo't'l) has arguctl that lcsource rcquirernent for the maintenance

of roads assigned to national govclnurcnt is uruch highcr than lor tltc roads

assigned to county governrnents. 'l'hc Mo l'l has therelore argued that therc is

ncctl to have lurthcl consultations on thc lcconlncndations by the taskfolce.
. I)ORll 2017 has providccl lor Ksh. 605 urillion to supplcmcnt county financirrg

Ibr the construction o[' county hcadqualtcls in fivc counties. Tlre CRA has

trcatccl this allocation as t,r rlcw glant and ltas ploposed an allocation ol'Ksh. I

billion in the finarrcial year 2017118. I lorvcvcr, this is an exislirrg glant which is

plrascrl out lol thlcc llnancial years bcginnirrg 20\6111 .

Ii
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'l'his grant is intcnded to supplement financing lor cor.rstltrction ol'headquartcrs

by five County (lovcrnments that clid not inherit adc(luate olfice space.'l'hc fivc

counties are Isiolo; l-an.ru; Nyandarua, Tana Rivcr and'l'haraka Nithi. Irollowing

consultations with these counties, it was agrced that construction o['county
headqua(ers be lunded at thc cost ol Ksh. 518 million (Ksh. 315.5 million for

thc County Ilxecutive offices and Ksh.202.5 rnillion lor the Counly Assembly

offices). '[he National Covernment will contribute 70 pcrcent o[ thc btrdget

while County (lovernments will contribute 30 peroctrt. l'he National

Governmcnt's contribution will be sprcad ovcr threc Iinancial years. In lfY
2016/17, thc I)ORII 2016 allocated a total ol Ksh. 605 million fbr thc

construction ofcounly headquarters (i.e. Ksh. 122 rnillion to cach o{'the five

counties). In FY 2017118, the DORB 2017 is allocating Ksli.605 rnillion (i.c.

Kshs l2 I million per county).
. 'l'he CRA has also providcd for Ksh. 200 million special purpose condilional

glant fol Medical purposes. 'l'his grant was inleudcd to upgrade the two lcvcl 4

hopsitals in Lamu and 'fana I{iver counties to br: able to adequatcly deal witli
heallh care dcmands arising from security operatiorrs. This grant was intcnded kr

be one-off allocation in the financial year 2016117.

. Conditional additional allocation for thc llchabilitation of Village

Potytcchnics of Ksh. 1.5 billion: - the CRA has fiulher proposed an additional

conditional allooation of Ksh. L5 billion from the national govenrment share of
rcvenuc to county govelnments so as to build, cquip and renovate villagc
polytcchnics. -l'hc CRA lirrther argue that these villagc polylcchnics will go a

long way to scrve as centres of excellence to empower youth with tlic requisitc

skills to genora(e crnployment. Since the Villagc Polytechtrics are essential iu

devcloping skills of Youth who don't transit to irrstitutions ol higher learning,

the DORB 201 7 has allocated Ksh 2 billion towards this lunction.

24. I;urther the Corlmission on Revenue Allocation has in the tlnancial 2Ol7llll
proposed new cor.rditional allocations amountiug to Ksh. 5.4 billion that the DoRII 2017 has

not included in thc I)ivision of ]{evcnue Ilill. These havc furthcr contributccl to the variancLr

between the DOItll 2017 and thc CRA proposals on division of'revcnttc lor IrY 2017/ltl.
'l'hcse inclr:clc;

. Allocation to crtcr lbr establishrncnt of two I{egional (lancer trcatrncnt
ccntres al I(sh. 5.0 billion: - CRA has proposcd an adclitional r:onditioual

allocation o1' Ksh. 5.0 billion lor cstablishmerrt o1'two llcgiorral Cancor Centrcs,

at a cost ol'Ksh. 2.5 billion each. Thesc centres arc intcnclcd to con.tplcmcnt thc
76



tl

I'he Division of Revenue {lill, 2017

Govcrnnrcnls proglam of Ieasing n.redical equipnrcnt lbr coutitics with cancer

diagnoslics ccpripmcnt. In addition, thcsc cancer diagnostic equipment arc

intcndcd to easc pressure at Kcnyatta National llospital and Nyeri Levcl 5

hospital lor stugical, chemotherapy and l{adiotltcrapy scrviccs.

DOILll 2017 appreciatcs this proposal which plan il'irnplemcnted would boost

chances of thc country plan to achievc uuivcrsal hcalthcare access. Such a

plogram, howcver, rcquircs carclul planning to cnsurc that adcquatc httman and

financial rcsoulccs can be availed to guarantcc tlie sustainability and viability ol
such a progranr. 'fhere is no cvidence of any consultation with thc Ministly ol
I-Icalth which provitlcs policy leadership otl such luattels.

. Additional conditional allocations for Library serviccs of Kslt. 400 million -

thc ptoposed new conditional additional allocation by CRA ol'Ksh. 400 nillion
is rneant for building and equipping 20 cout.ttics with libraries at a cost of ksh.

20 million each. 'l'his is to achieve equity givcn that it's only in these 20

courrties that thcrc are no Libraries whereas othcr counties have trrore than one.

l)r'oposal for conditional grants such as this should be prcparcd in accotdancc

with thc fi'amcwork for intcrgovcrnmerrtal fiscal transfers as agreccl. lJltirnately

these slroulcl be anchorcd ir.r the national policy. Only then catr such be

considcrcd lor inclusion in the DoRB 201 7.

25. ln conclusion, allocation to eacli level of govctnmcul has been inforrned by the

costing of furrctiorrs assigncd to each level of government. 'l-he proposals contained in thc

llill ale also intcnded to ensure that ncither a huge financing gap is creatcd nor functions at

eitl:el level ol' govcrnment leli unfunded or uudcrfunded. 'l'he proposcd transfer of
adclitional rcsoLlrces as rccourmendcd by the taskforce on asscssment of duplication of
firnctions should bc irnplemented only alter lormal adoption olthe lcport of the taskforcc.

26. It should, howcvcr, bc notcd tliat thc DOII.ll 201 7 proposcd ecluitablc share

allocatccl to collnly govcntmcnls al 32.28 per ccnt ol thc n.rost rcccnt auditecl rcvctluc, as

approvccl by thc National Assenrbly, is way abovc thc rninirnunr thrcsholcl rcquircd under'

n rliclc 203(2) of tlrc ('onslitution.
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