
-

k-l

a-

ARL IAM EN T
P

OF KEI{YA
L IBRARY

LIC OF

PARLIAMENT OF KENYA

.1rS

oF
I

\ut /ELEVENTH PARLIAMENT - FIFTH *

THE REPORT OF

THE MEDIATION COMMITTEE ON THE DIVISION OF REVENVE BILL,2OI7

PURSUANT TO ARTICLE 113 OF THE CONSTITUTION

JOINT CLERKS CHAMBERS,

PARLIAMENT BUILDINGS,

NAIROBI.

JUNE 2017

A,H
:1-1

* 1



-!- 17

t

1.2 Mandate of the Mediation Committee........................
I .3 Committee Meetings and Methodolory..................
I .4 Acknowledgements..........

2.0 BACKGROUND

3.0 CONSIDERATION OF THE DMSION OF REVENUE (No. 2) BrLL 7

4.0 THE COMMITTEE'S OI]SERVATIONS AND RECOMMENDATIONS...........,...........8

3

4
5

6

f

2

The Mediation Committee Report on the Diubion of Reuenue Bill, 2Olz



a

a

I.O INTRODUCTION

1.1 Establishment of the Committee

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

sembly Bills No. 22 ol 2Ol7l was constituted by the Speaker of the Senate pur-

suant to standing order 154 (2) and the speaker of the National Assembly

pursuant to Standing order 149(2) of the National Assembly and Articles 112

and 113 0f the constitution on 13ft and 14s 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

1.2 Mandate of the Mediation Commlttee

The Mediation committee derives its mandate from the provisions of Articles

l12 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 tthere tlrc Houses do not agree on all or any of tle

amendments made bg either Houses;

ii. To consider Bills uhere either House rejects a Motion that a Bill which orig'

inated in the other House be read a Second or Third time; and,

iii. To attempt to d-euelop a uersion of the Bill that both Houses trtill pass.
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The committee was established to develop an agreed version of the Division of
Revenue Bill,2ol7 and in particular clause on equitable share for the counties.
The version would then be presented to both Houses for approvar as provided
for under National Assembly Standing order No. r4g (61 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 the Nationar Assembly an amount of Ksh. 29r.r billiou.

1.3 Committee Meetlngs and Methodology

The committee held a total of two (2) sittings to deliberate on the Division of
Revenue (No. 2) Bill (National Assembly Bills No. 22 of 2orzl in accordance
with the constitution and relevant 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 154 (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 Bill by the senate. The state-
ments comprised of the amendments made by the Senate to the Division of
Revenue Bill, 20 17.

l
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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 Acknowledgemente

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, sacrilice, 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 20171, to present and commend this report including and agreed version

of the Bill to the Houses for approval pursuant to Article 1 13(2) of the constitu-

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

National Assembly.

SIGNED

HON. MUTAVA MUSYIMI, MP

CHAIRPERSON (THE MEDIATION COMMITTEE)

-tt\ --( '7,^ \I
DATE

)
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2.0 BACKGROT]ND

1. The bill was preceded by the Division of Revenue Bill (National Assembly
Bills No. 2 of 20171 which was passed by the National Assembly on 9th Feb-
ruary 2077 . The bill was referred to the Senate by the National Assembly on
15tl' February 2077 . Tl,e Senate considered and passed the bill with
amendments on I"t March , 2or7. The National Assembry rejected the
amendments proposed by the senate and the b l was referred to a media-
tion committee pursuant to Article 112(2)(b) of the Constitution.

2. The Mediation committee failed to agree on a version of the bill within 30
days as required by Article 113(4) of the constitution. The bill was therefore
defeated.

3. The National Assembly published the Division of Revenue (No. 2) Bill (Na-
tional Assembly Bills No. 22 of 2orrl and passed it (with amendments) on
3oth May 2077. The bill was referred to the senate by the National Assembly
on 9thJune 2ol7 and read a first time on the same day. The senate on 13fi
June, 2o17 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 2017). pursuant to Article r 12 (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 Bill, 2Ol7 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 billion and the National Assembly an amount of Ksh. 291.1 btllion'

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 201612017 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
The Mediation Committee ReporT on the Diuision of Reuenue Bill' 2017



8. The committee was informed that the Commission on Revenue Allocation
has reviewed the Division of Revenue (No. 2) Bill 2olr and had made a rec-
ommendation of allocating Ksh. 3o9.9 billion. This allocation took into
consideration the allocation for Fy 2016/2017 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 Levy Fund and new loans
negotiated by the National rreasury with external donors to fund county re-
lated functions. The additional collection in fuel levy fund was due to ad-
justments in the levy in July 2016 from Ksh 12 to Ksh rg. The increase ar-
location from loans was occasioned by the negotiation of new loans and
grants from external donors including the Kenya Devolution 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 county budget process. The county government
will not have a basis for preparation of the budgets for Fy 2olz l2olg if the
Division of Revenue (No. 2) Bill, 2or7 and the county Allocation of Revenue
Bill, 2Ol7 are not finalized before the Jdy 2OlZ.

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

8
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12. The Mediation Committee therefore recommends that:

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

frnancial 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 foilowing members:-

9

No. NAME

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

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

3 Senator. Billow Kerrow, M.P.

4 Senator Beatrice Elachi, M.P.

5 Hon. Mary Emaase, M.P.

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

7 Hon. Christopher Omulele, M'P.

8 Senator Mutula Kilonzo Junior, M.P.
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. MINUTES oF THE ISISITTING oF THE MEDIATION COMMITTEE ON THE
DIVISION OF REVENtiE I]II,I-, 20I7( NATIONAL ASSEMBLY BILLS N(). 22

. OF 2OI7) HELD AT COUNTY HALL, GROUND FLOOR BOAJTDROOM ON
WEDNESDAY HTTTUNE 2017 AT 4.00 P.M.

PRESENT

l. Hon
2. Sen.

3. Sen.

4. Sen.

5. Hon

Mutava Musyimi. MP
(Dr.) Agnes Zani
Billow Kerrorv
Beatrice Elachi
Richard Onyonka. MP.

- Chairperson
- Vice Chairperson
- Member
- Member
- Member

- Me mbcr
- Member
- Mcmher

- Cahinct Sccrctarl .

- Dire ctor lGl:RI)
- Iiinancial Advise r

- Senior Deputy Clerk, Senate
- Director. Committees' Senate
- Principal Clerk Assistant
- Deputy Director. Budget office (PBO)
- PBO
- PRO
- Clerk Assistant
- [.egal Counscl
- Audio Recording

ABSENT WITH APOLOGY

L Sen. Mutula Kilonzo Junior
2. I-lon. Christopher Omulele, MP
3. Ilon. Mary Emaase. MP

IN ATTENDANCE

A. NATIONALTREASURY

l. Mr Henry Rotich

2. Mr. Albert Mwenda

3. Mr. Fred Owegi

B. SECRETARIAT
l. Mr. Mohammed Ali
2. Mr. Nj enga N.juguna
3. Mr. Boniface Lenairoshi
4. Mr. Martin Masinde
5. Mr. Joseph Ndirangu
6. Mr. llenaj ntinNg'irnor
7. Mr. Christopher Gitonga
8. Ms. l-uc1' Radoli
9. Mr. Robert Rop

MINNO.001l20l1r PRELIMINAIIIES

Mr. Mohammed Ali called the rnccting to order at 4:25 pm. T'ltis rvas lbllorved by a word
ol prayer. I-le welcorned the members and inlbrmed them that the mediation Committee
was established to consider the Division of Revenue (No. 2 ) Uill (National Assembly
Bills No. 22 of 2017).

I



MIN N0.002/2017: ADOPTION OF THE AGENDA

The agcnda was adopted having been proposed by Sen. (Dr.) Agnes zani and seconded

by Sen. Beatrice Elachi.

APPOINTMENT OF THE CHAIRPERSONAND VICE

MF,l)l;\TION ()N -I'HE DIVISION OF REVENUE
BII,L. (NATIONAL ASSE,MBLY BILL 22 OF

20111

'l-he Chairman began bv apprcciating the members for the appointment as the chair of the

Committee. IIe aGo intbrmed thc members that the bill had been re-published since the

carlier mediation failed to produce an agreed version of the Bill. The Chairman intbrmed

the Comtnittee that duc 1o the time constraints he opted to invite the Cabinet Secretary

National 'l-reasury tt.l attcnd thc mceting and hetp in thc mediation process. The chair

therealier brieled the members on the mandate of the mediation committee and welcomed

the Cabinet Secrctary to make his remarks'

'the Cabinet Secretary intirrmed thc Committee that-

a) lnitially the govemment had committcd and negotiated with IMF on the budget

deticit 6.4%. However, this had was re-negotiated to 5.9% due to increased debt

levels which were too high.

b) Debt borrowing was not l-easible and thus. there was need to restructure

expenditure.

c) National treasury was gbligated to ensure there rvas fiscal responsibility especially

in the updated liscal framework'

d) 'lhere was need tbr counties to improvc on expenditure prudence.

c) Aller re-consideration. 'l'reasury had changcd their proposal on county equitable

share liom Ksh. 299 biltion to Ksh. 291 billion. tlowever. there were additional

resources tiom increased lucl lel'1' fund and donations from development partners'

and

')

MIN NO.003/2017:
CHAIRPERSON

'I'he Committee was intbrmed that there was a set precedent in which the Chairperson of
the mediarion committce is appointed fiom thc llouse which originated the Bill' The

othcr House produccs the Vicc Chairpcrson.

'l'he Committee tnade an unatlimous decision and appoinlcd llon. Mutava Musyirni. M'P

and Scn. (Dr.) Agnes Zani. M.P. as the Charrperson and the Vice Chairperson

rospectively.

MtN NO.004/2017:



0 The National Treasury was willing to consider an additional Kshs.4 billion and
have the county equitable share at Kshs.295 billion.

Deliberations ensued and members made the fbllowing remarks-

Thatl-

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

b) 'Ihe memorandum fiom the Commission of Revenue Allocation had indicated that
at the very minimum the county governments be allocated Ksh. 309 billion
lactoring in inflation and the negotiated medical doctors salaries,

c) 't'he Council of Governors had indicated a probable figure ol Ksh. 3l I billion
Iactoring in intlation. negotiated salaries lor doctrlrs and nurses allowances.

d) Members emphasized that the difference between the initial treasury figure 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 their respective
members

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

Therc being no other business. thc chair ad.lourned thc meeting at 6.05prn. 'l'he date ol'the
ncxt lnccting was set lbr 'Ihu - l5'l'.lunc al 9 am at lhc sanrc vcntrc.

SIGNET)

(CHAIRPERSON)(t(

-)

DATE

g) 1'he National Assembly delegation also indicated that they had consulted and
agreed on Ksh. 295 billion as proposed by National -l'reasury.

After further deliberations. the committee was of the proposal of county equitable share
of either Ksh.30l billion or Ksh.302 billion.

Members rcquested lbr another meeting the lollowing day to deliberate f urther and agree

on a certain figure.

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



PRESENT

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

ABSENT WITH APOLOGY

l. Sen. Mutula Kilonzo Junior, Mp
2. Hon. Christopher Omulele. Mp
3. Hon. Mary Ernaase, 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

- Chairperson
- Vice Chairperson
- Member
- Member
- Member

- Member
- Member
- Member

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

MrN NO. 008t2017: CONFIRMATION OF MIN I.ITES OF THE PREVIOUS
MEETING

The minutes of the I't sitting held on wednesday, l4th June, 20l:- at 4:00 pm at county
Hall, Ground Floor Boardroom were confirmed as true record of the proceedings of the
committee having been proposed by Sen. Biflow Kerrow. Mp and seconded bv Hon.
Richard Onyonka, MP.

' Ufrlffff f OX fffp
PYtlroN or nnvrNlr No. n
OF 2OI7) HELD AT COUNTY HII,L, CROUNO FI-OON_BOARDibOT4 ON

MIN NO. 006i2017: PRELIMINARIES

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

MIN NO.007/2017: ADOPTION OF THE AGENpA

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

I



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

SIGNED

DATE

(CHAIRPERSON)

(\

2

MIN NO.009/2017: MEDIATION ON THE DMSION OF REVENUE
BILL. (NATIONAL ASSEMBLY BILL 22 OF 20I7)

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

The Chairperson thanked the members for their commitment.

MIN NO.0l0/2017: DATE OF NEXT MEETING AND ADJOURNMENT

I
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'l'hLt Division oJ llcvenue lJill,2017

1'llfi l)tvISIoN otr RlivttNl ilt. BII.t,. 20t7

A l]iil lbr

AN ACl' ol' Parlianlenl {o provitlc lor the cqui{al)le
rlivision of rcvcnue raiscrl nationally betrvccn thc
rr:rtional ,rn(l counly govcrnnlcn(s it 2017/1ll Ilnancial
ycirr,,rn(l for connccterl l)url)oscs

ITNACTED by l)arlianrcnt oI Kcnya. as lirllows

l. This Act nlay bc cited as the Division ol' Revenuc
Act,2017.

2. In this Act, unless the context otherwise requires-
"Cabinet Secretary" means the Cabinet Secretary for

the time being responsible for ntatters relating to finance;
"revenue" has the meaning assigned to it undcr section

2 of the Commission on Rcvenue Allocation Act, 2011;
3. 1'he object and purposc of this Act is to providc for

the equitable division of rcvenue raised nationally between
the national and county levels of government for the
financial year 2017/18 in accordance with Article 203 (2) ol
the Constitution.

4, Revenue raised by tl-re national governmcnt in r.espect

of the financial year 2017/18 shall be divided among the
national and county governments as set out in the Schedr.rle

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

financial year falls short of the expected reverue set ou1 in
the Schedule, the shortfall shall bc borne by the national
governnlent, to thc extent of the threshold prescribed in
Regulations by the Cabinet Secretary.

(2) If the actual revenuc raised nationally in the finaricial
year exceeds the projccted rcvcnucs set out in the Schcdule,
the cxcess revenuc shall accruc to the nalional govcrnment,
and may bc used to reduce borowing or pay debts.

Sliort tit lc.

Itrlc lprctation

No. 16 ol
20|.
Object and

purpose of the

Act.

Allocations to

national and

county
govcrnments.

Variation in
revcnuc.
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'l'ltc Division ol Revenue Bill,201-7

SCllEl)ULE (s.4)

AI,I,O(]A1'ION OF IIEVIiNUIi IIAISEI) NATIONALLY BIITWEEN
I'IIIi NAl'IONAL AND COI]N'|Y GOVITRNMIINI'S FOII TI-ID

I.'INANCIAL YEAII 2OI7 IIt]

'l'1'pc/l,o'cl of a Iloc ation Anrount in l(Sh.

Pc rccn trgc ('2,) ol'
2nl3/l,l urrtlilcrl a rrrl

itppror,etl llcvcn u e i. c.

l(Sh. 935,(r53 i\4 illion
A. 'l'olal Sharc:rblc l{cvcnuc
(B+C+l))
l]. National (i ovc rrr nr cn I

(i. I,)qrrrrlization Ii'rr nd

l). Oountl, (Jovcrnnrcnt (l-l 2)

L Counl uitablc Sharc

2. Conclitional Allocations

2.1 Conslruclion o.[ Oounl.lt

2.5 llahahilitution of )'outlt
tachttit.s

l,l. i\ tlrlil io rr a I ( orrntv
(lrrrtli(ionrrl -,\llocrrIiolrs (rrot
p:rll ol shlrrlrlllc rt'r crrrrc)

(ts%) I I ,068,192,369
4. Clonditional Allocations

20,407,826.130
Ii.'l ot:rl ('ounl1' r\llocations
(l) | l,i) -r+5,68I ,0l ti J99 36.950/.
Sourcc: Natiorral 'l'r'casury/ //arrse Resoluliotr ott llutlgct & Appropriuliott Conuniltec
Raporl of tlrc lludgct Polic)t Stolcment 2017
*'l hc Nulionul (iovarnnrcnt,\hare incltrclc:; K,\h. 3,100 ntillion vhich i.s u.tpecial gront lo
the Nutirstrul eultlt ltt.rurancc l\rnd (Nllll;) fbt .fi'cc nlat(rnul hutlth cure , to bc
,/l.r/rril.r,',/ rl.r rc in tttt .st'ntt'ttl.s.

3

7,727,(XX),(XX)

3 14,205.0(X),0(X) 33.58,U,

32.28%

I ,5(r0,2 75,tt40,000

1 ,238,3.13,840,000

302,000,000,000

12,205,000,000
2.1 Leasing qf Medical

Dquipmenl
2.2 Contpc nsut iot't .fbr Usar

2.3 Lcvel 5 hos

1,500,000,000

900,000,000

1,200,000,000

I

I

I

-1

l

I

I

I

I

ll0!,00u,0m 
)

3r,4]{Jl!lrl2 ]

605,000,000 |

.1. Allr)ciltior) Iiont ltrcl kvr 
I

I
I

-lI

(soln 4 eri!r!, I
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'l'he Division oJ llcvanue llill, 20I 7

MIiMOI{ANl)LiM o lio lJ,tI,lC'l s ANI) lil,lAsoN

'l'hc principal object of this Bill is to provide for the cquitable division o1'rcvenue

raisecl nationally alnong the national and county levcls of govcrnmcnt as required by

Article 2l 8 of tl.rc Constitution in ordcr to lircilitatc the proper ltrrrctioning of county

governments and to ensurc continuity of cottnty services.

C-lauscs I an6 2 ofthe Ilill provicle lbr the sliort title o1'thc Ilill and the intcrprclation

of tcrms used in the Bill.

Clausc 3 of thc Uill contains the provisions on thc objects and purpose olthe Ilill.

Clausc 4 of thc Ilill prescribcs the allocalions fol thc national government attd the

county governntents lrom the revcnue raised nationally fbr thc financial year 2011/18.

Clausc 5 of thc Bilt deals with mechauisms for acijusting fot variatious in tevenucs

ernanatir.rg fi'orn reveuue pcrlormance during thc finanoial ycar in which this Bill relates

to.

'l'his Bill is a Ilill concerning county gove lments tbI thc purpose of Articlc I l0 of
the Conslitution tt^
l)ated thc 20t7

(-.-...-\ n -)1r-<___

*.4t
Mutava MusYirni, CBS, N'l.P.

Chairparson, lludget and A pltropr iul irttt.r ()ontntillee
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'l'he Division of Revenue llill, 2017

A I'PIIN I) IX

Itxt,t-ANAl'Otty M MOIIANt) UM't'()',t't I tt t)t v ISIoN otr ItEVtiNU lt
BtLt,,2017

Ilachground
l. 'l.ltis tnen.totandum ltas been preparcd as an attachment to the I)ivision ol Revenue

llill (DoltB),2017 in lutfilnrctrt of the rcquirements of Articlc 218(2) of the Constitution
and Section I 9l ol the l)ublic Finance Management Act,2012.

2. Articlc 218(2) of thc Constitution recluircs thal thc llill bc submitted to l)arliamcnr
every ycar together with a memorandum cxplaining:

(a) the ploposed revenue allocation set out in thc Bill;
(b) the cxtcnt to which the Bill has taken into account thc provisions of Article 203 (l)

of the Constitution; and

(c) any significant dcviations fi'on.r the rccommcntlatious of the Cornmission on
I{evenuc Al location (CRA).

3. In addition to 1he abovc requircrucnts, Section l9l of the Public Finance
Managenrent Act,2012 requires that the Bill bc submitted to Parliamcnt together with the
Mecliurl Terrn Budgct I)olicy Statemcnl accorrpanied by a nrenrolandum which explains;

(a) the extent, il'any, of dcviation from the rccomnrenclzrtions of the Intergovernrnental
Budget and Economic Cour.rcil; and

(b) any assurnptions ancl lblmulae uscd in arriving at the r.espcctive allocations
proposed in the ll ill.

Ilxplanation of thc Allocations to thc National and County (Jovcrnmcnts as l)roposcd
in thc Ilill

4. 'l-he Dol{B,2017 proposos to allocatc to County Govcrnmcrrts Ksh.345.7 billion in
the financial ycar 2017/18, which relativc to thc 2016/17 allocation, rcflccts an increasc of
Ksh. 43.5 billion. 'l'his allocation conrpliscs of an cquitablc sh:u.c of Ksh. 302.0 billion and
atlditional cotrclitional allocatiorts llom tlie sllate ol' uational goverr)rnent revcnuc
anrounting to Ksh. 43.7 billion.

(' o u rtllt (i 1 1t2 v11 1n c n ts' Et1 u ilt h I e S h u re
5. 'l hc Couttly (iovcrnurcnts' ctltritablc shalc ol rcvcntrc laiscrl nationally fbr thc

llrrancial ycar 2017/lti is arrivcd at [)y growing thc County (iovclnrlcnl.s' cquitablc sharc

5
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for 20l6l17 of Ksh. 280.3 billion to Ksh 302.0 billion. This yields an adiustment lirctor of

21.7 billion.'thc equitablc sharc olrevenuc, thus clcterrnined, is an r"rtrconcl itioual allocation

to the County (iovcrnnrents and thercforc Courrty Goverumcnts are cxpcctcd to plan.

br-rdgcr, spend, account ar.rd rcport on the funds allocaled indcpendently. 'fhis allocation to

County Covernments takes into account all the lunctions gazettcd lbr transl-er to County

Covernments by the end ol'transition pcriod in March 201(r exccpt lbr (lrc unresolved

transt'er of 32,000 km of class D roads.

6. After making the above adjustmcnt, county (iovcrnments' equitable shate ol'

Levcnue in the financial year 2017/18 is estimated to bc Ksh. 302.0 billion. 'l-his allocation

whiclr rcprescuts a 32.28 p(jr ccnl of the latest auditccl rcvenues I'or FY 2013ll4 (i.e. Ksh.

935.7 billion) is above the oonstitutiorral n.rinimum of l5 pcrccnt'

Contlitional Allocalions to Cou,lty Governmenls

7. Article 202(2) <tf the Constitt(ion providcs {br adclitional allocation to County

Governments fiom the Nalional (iovernment's shalc ol l'evcnue, cithcr conditionally or

r.rnconditionetlly. PuLsuant to this Articlc, thc National GovcLutncttt proposes to allocate thc

lollowing aclditional oonditional allooations to support spccific national policy objeotives to

bc in.rplemented by Counly Governntents:

. conditional Grant to facilitatc thc lcasing of mcdical equipmcnt of Ksh 4.5 billion.

1-his granr is in its third year of implernenlation and is intcndcd to facilitate thc leasing

ol nrodern specialiserl nredical ecluipnrent irr at least two hcalth facilities in each County

Govcrnnrenl over the nredium term. This will l'acilitate easy access to specialised hcalth

care services and significantly recluce the distarrce thal Kenyans travel in search of suclr

serviccs today. This granl will be managed by thc National Goverutncnt on behalf of

the County (iovcrnments, in accordance with intergovertltncntal aglcements cnteled

into.
. contlition:rl grant for levcl-S hospitals of Ksh. 4.2 billi0n. l,evcl-5 hospitals have

coutinucd to play a significant role in provicling specialised health oale scrvices to

Kcnyans. 'l'hese hospitals plovide spccialised hcalth carc services kr citizcns rcsiding

outside their ltost counly, usually for complicated cascs refertcd [i'om lower levcl

hcalth facilities. In orcler to contpensatc tlicm for the costs iucnrrccl in rcndering

services to neighbouring Counties, the liational goverun.lettt proposes to Iurther allocate

Ksh. 4.2 billion in linancial year 2ol7l18 up fiorn 4.0 billion allocated in l;Y
ZOl6/20ll . 'l'his grant will bc transf'crlctl from thc National (iovctnurent cxchecluet

account at tlic Celitlal l]ank of Kenya to County Coverulnents as a conditional glant

through the respcctive Cottuty I{evenuc Fttud Accotrnts.
6
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Conrlitional (irant of I(sh. 900 nrillion to componsatc county hcalth facilitics lbr
forgonc uscr fecs. lt is thc intcntion o1'govcrnrnent to sustain thc (iovcrnment policy of
not chalging uscr I'oes in public hcalth lacilitics. In this rcgard, and in llrtherancc oi
this policy, the National Governnrcnt has allocatcd Ksh. 900 million in thc financial
ycar' 2017/lti to conrpclrsatc cor"rnly govenl.ltcnts lbr revcnuc lbLgonc by not charging
tuscr I'ccs in thc county hcalth lircilitics. 'l'his grant will bc translcrrccl fiom tlie
cxchcclr.rcr by thc National 'l'rcasury to County (iovernrnents on a reir.nburscrnenl basis
througlr thc respective County Rcvenuc ltrnd Accounts, upon lcceipt ol'written
coufirmation by thc Accoturting Olficcr rcsponsiblc Ior Ilcalth confir'rning tlral the

County (iovclnnrcnt lvaivecl uscr lec chargcs in thcir health facilities in acconlancc with
aglced spccifications.
(--ondilional Grant to srrpplemcnl county allocation for thc construction of county
hcadt;ulrters of l(sh. 605 Million in live countics. 'l'his conditional grant iu its

scconcl ycar ol' allocation and is intcncled to furthcl supplcnrcnt financing lbr
construclion of hczrdrlualtcls by fivc County Govcrnmcnts that did not inherit adcquate
ol'licc space. "fhc fivc countics are Isiolo; l,anru; Nyandarua; 'l'ana I{ivcr and'l ltaraka
Nithi. 'l'lre grarrt is part ol'a thrcc ycar plan, bcginning financial year 2016117, to

supplcnrcnt contribution o[' thc five counties towal'ds constructioti of thcir county
Jrcadrluartcls. l'hc allocation will be shaled equally, u,ith each county getting an

allocation ol'Ksh. 121 nrillion in IrY 2017l1ti. l'his allocation is part of'thc National
(iovclr.u.r.rcnl contribution wl.rich tlanslalcs to 70 pe t ccnt ol thc budgct. County
(iovclnrrrcnts r.vill contributc the balance, that is, 30 pcrccnt. 'l'lic National
C ovcrllrl.lcnt's contribution will be sprca<l over thrcc financial years. [n IrY 2016/17, the

IX)lill 201(r allocatcd a total o1' Ksh. 605 million lol thc construction of counly
licadquartcrs (i.c. Ksh. l2l rnillion to cach of thc llvc countics). In FY 2017/18, rhe

IX)ltll 2017 is allocating an additional Ksh. 605 million (i.c. Kshs l2l nrillion pcr

county),
(lontlitional Grand l'or rchabilitation ol village polytcchnics of Ksh. 2.0 billion.
'lhis conclitional grant is firl county govcrnment to builcl. cquip ancl renovate villagc
polytcchnics. 1'hc villagc polytcchnics will go a long way to selve as ccntres of'
cxccllcncc 1rl cnrpowel youth with thc rccluisitc skills to gcneratc cmployntcnt. 'l'hc

villagc poll.tcchnics arc csscntial in clcvcloping skills ol')outh who do uot trarlsit to
instittrtions ol highcr leltrttirtg. \\/ircrcas tlris is a dcvolvetl lirnction ancl countics slroLtld

Ilttatrcc it Ltnconriitionally using thcir'owr) rcsources. in lhc ;;ast. countics havc bccr.r

hcs itant t<l Ilnancc it.

7
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Atltlitionnt Counly Corttlitionnl Al!ocatiotts (tlot pflrl of sharoble revenue)

. conditional Grant l'rorn thc Road Maintcnancc Fuel Levy Irund of Ksh. Il.l
billion. 'l-his colclitional glant which is in its third ycal ol'allooation has becn incrcasctl

fronr an allocation Ksh. 4.3 billion in the 2016/11 |Y to Ksh.l l.l billion in FY

ZO\T/2018. 'l'his translates to 158 pelcent increasc arising lrom the itlcrease in f'ucl

l-evy. 'fhis grant is meant to furtl.rer cnhance County Covcrnnrcuts' capacity to rcpair

antl maintain county roads and is cquivalcnt to l5 percent olthe Road Maintenancc

Fuel [,evy Fund.

. conditional Granl from procccds of a loan from thc world Ilanl< amounting to

Ksh 873.4 million. -l liis l{esults Bascd l.'inancing grant fi'orl1 world l}ank to 2l

countics is in its final ycat ancl is for the Kenya llealth Seclor Support Project. 'l'hesc

fu6ds are ir.rtendcd to support the delivery of health services it.t cottnty health laciliti,-.s

with a vicw to inr:rcase acccss to health carc services by Kenyans and in particular thc

poor.

. KDSP County Capacity lluitding ("lcvcl l") Grant anrounting to Ksh 1.5 billion.

This is a conclitional grant fiuanced by a World Bank crcdit to support county oapacity

builcling unclcr lhe Kenya Devolution Support Program (KDSP) atnouuting to Ksh. 1.5

billion.'l'his grapt is intcnded to suppolt oapacity building initiatives in thc cottntics in

the following areas:

o Streugthcning ptrblic firrancial managerncnt (PFM) systctns;

o Strengthcnitrg County Hutnan resource managenlent;

o Improving courrty planning and Monitoring & l'lvaluation systenls; and,

o Civic Ilducation and Public Participatiou'

o Strengthcnilig Intergovernmental relations

. KDSP Pe rlbrmanco (,,levc[ 2") Grant amounting to Ksh. 4 billion. 'l his is a

conclitiolal grant financcd by a World llank credit which is intcnded to inccntivise

county govcrnlllcnts that achicve good results iu the following kcy areas:

o Strengthcnitrg public financial n'Ianagcment ([)l'M) systcms;

o Strengtl.renillg Cottnty IIuman resourcc managelnent;

olmprovingcoutrtyplatrnirlgallclMotritoring&I]valuatiorrsystetrrs;atlcl,
o Civic Education and Ptrblic Participation.

o Strengthcnitlg Intergovcrnnlental telations'

lrcrlbrnrancc ofcountics ir.r thc above areas is to be asscssecl by an inclepenclcnt Il l'n.l to

bc rccruited tSror-rgh a corllpetitivc proccss. County govcrnttrents will bc at libcrty t<r

allocatc KDS'P perforurancc grants to a wide lisl ol priority progralns'

8
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Conditional rllocation financcd lly other lo:rns and grants lcccived frorn
tlcvclopnrcnt partnors and thc (iovcrlrrncrrt countcrpirrt funding dcrivcd from thc
National Govcrnmcnt's share all totalling Kshl1.7 billion. 'lhese conditional
allocations have inclcased l}om a total of'Ksh.2.1 billion in tlre FY 201(r/l 7 to thc

currcnt Ksh. 1 1.7 billion. 'l'hcse ILrnds, howcver, will not bc translcrled to County
(lorrcrnn.rcr.rts in thc ('inancial ycar 2017118 but will instcad bc ntanaged by the National
Clovcrnmcnt becausc thcy ticd to linancing agrcenrents whicli were cnlercd into priot to
tltc cstablishmcnt ol'thc county governments. Such lurrcls arc ticd to on-going contracts
with supplicrs whilc thc lclatcd llnancing agrccrnonts also specily thc huttls {low
modalitics which rray not bc consistclit with what is contentplatccl uncler thc
i rrtergovcrttrttclttal arrangcrl'lcl'l(.

It is thcrclorc expected that thc Ioans and grants undcr thc cxisting financing agreenlent
will bc includcrl in thc budgct ol' tl.re Natior.ral (iovcrnltrcut. 'l'hesc funds rvill bc

Iranngecl by thc National (iovcrnrncnt br-rt with iDvolvcnrcnt of Cor"rnty (iovcrnments il,r

thc I)r'o.jcct Stceling Conrnrittccs and l)roject lmplcrlcnlation Units ltrr cach

proglanunc/pro jcct. In addition, r'cporting flrranBCrlrcnts as wcll as thc conditions
attaclicd to thc in.rplenrcntation of thc proglarnnre/pro.lcct will be clearly spclt out in
Plojcct lmplemcntation lrramcworks to bc agrecd with County Governmcrrts prior to
tlrc rcleasc olthc funds anrl implementation of the projects.

l,lvalu:t{ion ol thc l}ill against Arliclc 203 (l ) ol thc (lonstitrrlion

ll. Articlc 218(2) ol tire Constitution rcquires division of levcnlre bctwocn the two
lcvels o1'govenrnlcnt arrcl across County Governnlents to take into account the criteria sct

out in Articlc 203(l) ol thc (lonstitution. l'he crileria incluclc factors such as: nalional
intclcst, public debt ancl other natiorlal obligations, needs of thc clisadvantagcd groups ancl

al cas ctc.

9. 'l'ablc I providcs an assessment ol'thc extcrlt to which the requirernents of Articlc
203 ( l) havc bcen incorpolatccl in estirnating the division o{' revcnue belwcen the national
and corrrrty lcvels of Governrncnt iu thc financial yeat 2Ol6l17.

()
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'l'ablc l: l')v:rlrration ol the llill :rgainst Articlc 20-i (l ) ol (hc ( lonstittrtiott

Soun'a: htulitttrul'l'reusur.y'/ Ilortse Iltoltttiott tttt llttlgct <l Appntp rio I ittrts ('ontntilltt

Itcport rtl tht' lludgat I\tlic.lt Stutcntcttl 2017'
10
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L linhanccnrettt of Sccur-ity Operations (policc vchicles,

helicopters, defcnce ctc.)

2. National h'rigation & Fertiliz-er Clcarance

3. Youth Empowerment
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5.1)rimary school digital literacy progranl
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6. Other Stattrtory Boclies (e.g. IIACC,RPP,WPA'CAJ' IPOA,

NGEC)
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t,200
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7,',12'l6,0(x)
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(;
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10. National Interesls: 'l-hesc are cxpcnditurcs whicli relatc to projects ancl

plogramntcs that:
r arc ot itical to the aclrievcrlcnt ol'countr.y's cconotnic dcvclopmcnt objcctivcs;
. potentially will havc significant irrltaot on social wcll-being olcitiz.cns;
. are anchorccl in thc Vision 2030 and the Mcdir-un 'l'crrn [)lan II (201 3 - 201 7); ancl
. havc siguilicant tesourcc investn'rent requircmerrts;
. have bccn spccificcl in thc 2017 Iludgct l,olicy Statcnlellt.

'l'hcsc national intercsts includc: activitics aimcd at cnhancing sccurity operations; national
irligation and lcrtilizer subsidy initiativcs; Youth Entpowci'ment; provrsion of natiopal
social salbty nct fbr vulncrable groups ancl prinrary sohool cligital literacy progranr, and
school cxamination lces subsicly. Ii.evcnuc allocation lol thcsc programs is cxpccted to
inclcasc slightly lionr Ksh. 79.7 billion n2016/11 to Ksh. 81.9 billion in 2017/)9.

ll.l'ublic l)cbt: 'l'hc llill has fully proviclcd lbr all pr-rblic dcbr rclated cosrs. 'l'hesc

cour;rlisc ol' thc annual clcbt rcdcmptioll cost as u,cll as tlic intcrest paylrcr.lt for both
dorncstic ancl cxtenral dcbt. ln 2017l18, thc revcnue allocation lor paymenl of public debt
rclarcd costs is cxpcctcd to incrcasc to Ksh.6l8.6 billion up froni Ksh.44(;.4 billion irr

20l,6l 17 linancial ycar.

!2. Othcr National Obligations: As providcd lbr unclcr Articlc 203(l) (b) of thc
Ootrstitution, (hc Ilill has also taken into account thc cost olothcr national obligations, such
as, utallclatoty peusion oonttibutions ancl/or payments, linancing for constitutional officcs,
inclutling l)arliament as weli as cxpcnscs relating to othcr statutory boclics and firnds. 'l'hcsc

alc cstinratctl to cost Ksh. 414,2 billion in2017ll8 up froni Ksh. 371.7 billion in2016/17.
13. Itiscal Capacity a,d lifficiency of County Govcrnntents: lriscal capacity lor

cotll'ltv govcrllttlcrlts, that is, thc potcntial rcvcnr.rcs that can be gencrated fiorrr the tax bases
assigneri to the countics ',vhcn a stanclald avclage levcl ol'clrort is applied to thosc tax
bascs. has ttot bccn asscssetl Iirlly. IIou,cvcl duling the IrY 2017ll u thclc are plans to car-r1,

out stutlics to establish thc fiscal c[forts ofcaclt ofthe r.cspcctivc countics.
14. (lounty govcrnnrcnts' ability to pcrform thc functions assignccl to them and

nrect othcr rlcvclopmcntal nccds of thc county govcrnments: As cxplair.retl above, thc
basclinc lbr the cquitablc sltarc allocation lirr thc financial year 2017lltl was clcrived fi.om
thc I)ii,ision of'llcvcnr.rc n ct. 2016.

15. It should bc notccl tltat allocations lor <lcvolvccl firnctions lranslclrcd liont thc
ttatiotrirl govcrtrttcnt wclc basctl on thc histolical cost ol'those lirnctions as rlctcrnrincrl
throLtglt a cotrsttltattivc proccss that irrvolvccl thc linc nrinistlies ancl otIer inclepentlcrrl
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comntissions ancl olficcs. I;urlher it shor-rld bc notcd that thc transition pcl'iod to devolvccl

system of govcnlnent calue to an eud in March, 2016. Flowevet should any rcsidual

fi.u]ction/s ancl attcnclant rcsourccs be iclentificd, they shall bc includcd in subscquctrt

DoRIl.
'l-he proposed vertical division of revenue proposcd in thc Division of ILevcntrc llill'

2017 thcrefore takes into accollnl the cost ofcounty govcrnntents' clevclopmental ueeds and

it is expected that coullty govenments will havc the ability t<l perfornl the firr.rctions

assigned ancl transl'crred to thcrn as cotrtemplated under Articlc 203(l) (D'

16. ficononric I)isparitics within and among countics antl thc need to rcmcdy thcm:

Allocation of the sha|ablc rcvenue (i.e. equitablc share ol Ksh. 302.0 billion) arnong

counties is bascd on thc scconcl gctleratiotl lbrnlttla applovcd by Parliament ir.r Junc, 2016

pursuant to provisions ol' Article 217 antl Section l6 ol the Sixtlt Schcdule of tl.re

Constitt(ion. The fbrtnula takcs into account disparities amotrg counties ancl aiurs at

equitable distribufion of resourccs by introducing a ncw parametcr, Development f'actor

(l%), cxpectecl to briclge the ilevclopnrent clisparitics gaps amongst coltnties. Thc fbrmula

takes into accounl population (45%), land area (8%), povcrty (1ti%), a basic eclual share

(26%), tiscal rcsponsibiliry (2%) and Devclopment factor (l %). 1'hc cquilablc sharc of

revenuc lor coutlty governments in 2017118 teilccts an inctease o1'6.72 percent cotnparcd

to the allocation in 2016/17, This means that therc is nrore moncy in 2017l18 to lrelp

remccly ccor1or1ic clisparities witl.rin apd anlong coulties. It should also be loted that Ksh'

7.7 billion has also becn set asidc for the Eclualiz-ation Fund in 2017l18 which translates tc

0,8 per cent of lasr audited revenuc acoouuts of govellnrcnts and is way above the

constitutional provision ol'0.5 petcent. 'lhis Furrd will bc used to Iinance developtnent

progranlnres that aim to rcduce rcgiolial disparities among couuties'

17. Nccd for Ocononric Optimization ol llach County: Allocation ol resources to

county governntents was guicled by the costing ol'the fr-urctiot]s assigned to the county

govcl.nments. 
-nre ecltritable sharc of reventlc allocaled to county governlnellts was

irlcr.cased by 7.74 pcr cent fionr Ksh. 280.3 billion in 2015/16 to Ksh. 302.0 billion in

2Ol7l18. This is arr unconditional allocation which mcans that thc county goverllments can

plan, bLrclget and spencl thc hutls inde pcn<Icr.rtly. With thc additional rcsotlrces. thcrelblc.

county govcrnnlents can allocate morc rcsources to their priority projccts and thus optin.rizc

their potcntial Ibr eoonouric clcvelopment.

18. Stablc untl l,rcdictablc Allocations ol' County Oovcrnmcnts' Vcrtical Sharc of

Rcvcnuc: Thc cotrnty govcrnurenls' cquitable share of revcuue raiscd nationally has l'rt:en

protcctcd ll.om cuts tliat n.tay bc nccessitatecl by shortl'nll itt rcvetruc raisctl tratiotlally
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Accolcling (o tlic I)ol{ll 2017, any sholtfirll in levcnuc raiscd nationally is kr bc bornc [ry

the National Governmcnt.

19. Nccd I'or Flexibility in Ilcsponding to llnrcrgcncics and Other 'f cmporary
Needs: lnclucled in thc equitable sharc o['revcrruc lbr thc national govcrnmenl is an

allocation of Ksh. 5 billion lor thc Capital ol'thc Contirigencies lrund. l'his l;und will be

uscd to mcc( the clcnrands arising I'r'om urgcnt ancl unlolcsccn nceds in all Countics tlrat

sullcr Ilonr calanlities in the manner conteurplated undel Section 2I of the l)ublic [inarrce
Managcrncnt Act, 201 2. In addition, thc I)ublic Iiinancc Managemcnt Act, 20 l2 and thc

I)l:M (County govcrnrrcnts) Ilcgulatioris, 2015 rcquires cach county govcrnmcnt to sct up a

Corrnly limcrgcncy Fund. County govcrnmcnts are expcctecl to set aside at least 2 7o part of
their allocation lbr this purposc.

20. lt shoulcl bc noted that alter taking into account all thc other lactors contcnrplatcd

tundcr Articlc 203(l) o{'the Constitution, inclucling thc ncccls of county govclnmcnts, only
Ksh. 106.6 billion is lclt to flnancc otlrcr Nalional Goverurnent nccds, such as, dcfcnce,

roacls, energy etc.

Ilcsponsc to the llccomnrendations of thc Commission on llcvcnuc Allocation
21.'l'he Division of l{cvenue Bill,2017 proposes to allocatc county governments an

equitable sliarc of Ksh. 302.0 billion liom thc sliareable levcnue raised nationally. 'l'he

CRA, on the other hand, r'ccommcnds County (lovcrnr.nents' cquitablc sharc of revenue of
Ksli. 331.6 billion as an unconditional allocation to bc shaled among county governnlcnts

on the basis of thc formula lbr sharing revcnue approvcd by l)alliamcnt under Article 217

of thc Oonstitution. 'l'[rc dil'ferencc in thc ConTn.rission on l{evenuc Allocation (CI{A)
tecornrncndzrtion and the I)OItB 2017 proposal emanatcs from the diffcrent approaches

rrsed to conrputc the Oounty (iovemments' equitablc shzrre ofrcvenue. These include:
. County cquitable revcnuc share adjustnrcnt o1'Ksh. 8.43 billion lor additional

county roads: l:ollowing the rcclassification of loacls by the State l)epartment ol
hrfrasttucture ancl subsequent translcr of'adclitional counly roads by the dcfunct
'l'r'ansitior.r Authority ('l'A) vide Gazctte Supplcment No.4 of 22ni April, 201 6,

the CIi.A proposcrl to gross up tlrc county equitable share of rcvenue tor 2017/18

by an allocation of Ksh. 11.43 billion [or construction ancl rehabilitation ol
county roads.

It slrotLkl bc noted tliat thc tlclunct 'l ransitional Autholity (laz-ettccl 90.000 Kilomctlcs ol
roads of class ll, lr. (i ancl non-classificd roacls which were tr:urslclrcd to county
govcmnlents in thc llnancial ycar 20lii/ 14.'l hc attcndant rcsoutccs (Ksh. 27.4 billion)
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were subsequeltly transfcrrccl to oounty governments thiough the Division ol l{evcnue Act'

20t3.
'l-he Dol{ll 2017 also recognises that the tasklorcc established by the Oabinet

Secretary/I.,latiolal Treasury to asscss il there were drtplication of lunction in the natiorial

and county governments, also recommendcd that Kshs. 8.43 billion held by Kenya Ilural

I{oads Authority an<'l the Kenya Urban l{oads Authority be transflerl'etl to county

governments to Ibllow the transfer of class I) roads amounting to 32,000 km'

First, it should bc noted that tlie reporr ol'thc tasklorco have not be cousiderccl and acloptcd

by thc SUMMI'l'and thcrefbre it would be pre-mature to rcflcct sucll reoot.nntendations in

l)oRll 2017. In light of thc lbregoing, it is not possible to inclLrdc in thc I)ol{B 2017 the

lecomnrendatiorr of the CRA and the taskforce.

. county cquitablc rcvcnue sharc adjustmerrl of Ksh. 319 Inillion l'rclm Kenya

I-ibraries Scrvices to catcr for salaries aucl opcratious of clcvolved libruries: 'l hc

CI{A has proposed a Iurfher adjustrnent olthe equitable tevct]tlc slttrre to inclucle

an zrllocation of Ksh.3l9 nrillion to salalies and operations ofdevolved libraries

in IrY 2017118. The DORB 2017 vicw is that, that this amounts can only be

translcrrccl to coullties upon thc fon.nal adoption of tl.re report of tlie taskforce by

the SUMMII'.
22. Table 2 below analyses the dilferences between the CRA recolttmendatiot]s and tltc

National Assen.rbly proposal on the division of tevcnue between the national and county

governmenls in 2017/ 18.

'f ablc 2: Comparison of llccomm cntl ations of tho commission on Rcvcnue Allocation

and the National Asscnrbly on tho cquitablc sharc of rcvcltue proposed tbr FY 2017/ltl

(Figurcs in Ksh. Millions)
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23. On thc existing additional conditional granls: CI{A proposcs a total allocation to

existing additional conclitional grants of Ksh. 27.1 billion against an allocation by thc

I)ORB 201 7 of Ksh. 43.6 billion. The diffcrcr.rccs in allocations of thcsc cxisting aclditional

couclitional allocations to countios is as a lcsult o{';-
. Cl{A usc of a gloMh factol of 5 pcrccnt inflation ratc to inclcase all the cxisting

cor.rtlitional grants. 'l hc existing conditional allocations include allocations lbr;
Lcvcl-5 hospitals, lrrcc Malclnal I lcalth Care, Compensation 1bl I.Iscr lte
lbrgonc, leasing o{' nredical cquipmenl ,county loacls lunding lrom l{oads

Maintcnancc lrucl Lcvy, spccial pur'1'rosc grant lor Emclgency Mcdical selvices

and Supplenlcnt lbl construction of fivc county hcadquartcrs. It should be uotcd

tl.rat allocations for the various conditional adclitional allocations are deterrnined

through thc r.rational M'fE.F buclgct proccss bascd on thc weight attachcd to thc

national govcrnment policy objcclives that the allocatious arc intcndcd k)

support.
. (llLA has ploposcd an allocation of 25 pcrcent to countics from thc Roads

Maintenance Levy lrund (RMI-f) tlanslating to Ksh. 13.3 billion, whereas the

DORB 201 7 has maintained I 5 % allocation lrom ltMLF which translates to
Ksh. I 1.06 billion which is an iuclcase of Ksh. 3.6 billion from tlie previous

financial ycar. CI{A justification fol this increasc is to provide lunds lor
maintenancc ol thc -12,000 Knr of roads trans{ttred to countics fi'om ItMLIr. 'l'he

taskfbrce appointccl by thc Cabinet Secrctary,t',iational 'l\'easury had also

lccomrncndecl that 25 perccnt ol' thc annual collecl.ions in thc I{MI-F be

tlansfcllod to countics. As cxplaincd abovc the rcport ol'the taskforce lras not

bccn adopted lbrnralll, and thcrelbrc it ra,ould bc prc-maturc to incolporate tlic
lccommcndations in the I)ol{ll 2017. Bcsi<lcs, thc Ministly of 'l)ansport ancl

Inll'astructure (Mo'l-l) has arguccl that resourcc lcquireurcnt lor thc rnaintenance

o1'roads assigncd to national govcll'lrnent is rnuch highel than for thc roads

assigncd to county governrncrlts. 'l'hc Mo'l l has tlrerefore argucd that therc is
ncccl to havc fultlicr-consultations on the rcconrmcndations by the tasklolce.

. I)Ol(ll 2017 has providccl Ibr Ksh. 605 million to supplcnrcnt county financing
lbr thc constnrction of county hcad<luartcrs in fivc courrties. 'l'lre CIIA has

tlcatccl this allocatiorr as zl ncw grernt anrl has proposccl an allocation of Ksh. I

billion in thc Ilnancial yctn 20lT l18,. I lowevcr', this is an cxisting grant which is

phascrl out lor thlcc linancial years bcginning 2016117.
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'l'his grant is intcnded to supplenlcnt financing for construotiou of headquartcls

by five County (iovcrnments that did not iuhcrit adcquate office space.'l'he fivc

counties are lsiolo; [,arnu; Nyanclarua; Tana Rivcr and'l'haraka Nithi. Following

consultations with thesc counlies, it was agrced that constrnction ol'county
headquarters be lundcd at thc cost ol'Ksh. 518 million (Ksh. 315.5 million for

the County ljxecntivc offices and Ksh. 202.5 million lor the (lourlty Assenrbly

offices). The National Govctttmettt will contribute 70 pelcerrt of the budget

while County (loverunrents will conlribute 30 percent. l-he National

Government's oontribution will be sprcatl ovcr tlrree financial years. In FY

2016117, thc DORI] 2016 allocated a total ol' Ksh. 605 million for the

construction of county lread<luarters (i.e. Ksh. 122 nrillion to each ol'the fivc

counties). In FY 2017/l tl, ttrc DORII 2017 is allocatirrg Ksh. 605 million (i.c.

Kshs l2l million per county).
. 'l'he CRA has also plovided ior Ksh. 200 milliou spcoial purpose conditional

grant lor Medical purposes.'l'his grant was intendcd to trpgrade the two lcvcl 4

hopsitals in l,amu and'l'ana l{iver cottntics to be able to adecluately dcal with

health care dcmands arising flom seculity operations. 'l-his grant was intcr.rded to

be one-off allocation in thc financial year20l6l17.
. Conditional additional allocation for thc llchabilitation of Villagc

Polytechnics of Ksh. 1.5 billion: - the CRA has furthcr proposed an additional

conditional allocation of Ksh. L5 billion fi'om thc national goverument shatc o['

revenue to oounty govclnments so as to build, equip ancl rellovate villagc

polytechnics. 'l'hc OItA lurthcr argue that these village polytcchnics will go a

long way to scrvc as centres of cxcellcnce to cmpower youth with the requisitc

skills to genclatc enlployment. Since thc Village l'>olytechnics are esscnlial in

devcloping skills of Youth who don't transit b institutions of higher learning.

the I)ORU 20l7 has allocated Ksh 2 billion towards this functiot.t.

24. I.'urther the Cornnrission on I{cvenue Allocation has in thc financial 2017/18

proposed new conditional allocatiorrs anrounting to Ksh. 5.4 billion that the DoRll 2017 has

not includecl in the I)ivision of li.cvcnue Ilill. -fhcse have {irrthcr contributed to the varianccr

bctween the DOILll 2017 and thc CIIA proposals t>n division of rcvcnuc lor FY 2017l18.
'l'hese include;

. Allocntion to c tcr for cstablishnrcnt of two l{cgionul Canccr trcatmcnt
ccntres at I(sh. 5.0 billion: - (--RA has proposcd an adclitional corrditiorral

allocation o1'Ksh. 5.0 billion lbr cstablishn.rent o1'two l{cgional Catrccr Centres,

.rt a cost of Ksh. 2.5 billion each. 'l-hcsc centres arc in(cndctl to complcnlent thc
16
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Governr.r.rclrts proglanl ol'leasing meclical equipment Ibr counties with caucer

diagnostics ccluiprncnt. In addition, thcsc cartcet diagnostic equipment ale

ir.rtended to easc pressure at Kcnyatta National l-lospital and.Nycri l-evcl 5

hospital fol surgical, cliemothcrapy and I{adiothcrapy serviccs.

DOII.ll 2017 apprcciatcs this proposal which plan il' irnpleniented woulcl boost

chanccs of thc country plan to achieve universal hcalthcare access. Suclt a

program, howevcr, rccluircs carefirl planning (o cnsure that adeqtlate human and

financial lcsourccs can be availed to guarantcc the sustainability and viability of

such a plogram. 'fhcrc is tio cvidctice of any consultation with thc Ministly of
l-lcalth which proviclcs policy leadership on sllcli matters.

. Additional conditional allocations for Library scrvices of Ksh. 400 million -

tlre proposed new conditional additional allocation by CRA of Ksh. 400 million
is mcant lor building and cquipping 20 counties with libraries at a cost of ksl.t.

20 rrillion eacli. l'his is to achievc equity givon that it's only in thesc 20

counties that thcrc are no Librarics whcreas othcr counties havc t'ttore than one.

l)roposal lor conditional grants such as this should be preparcd itt accordattcc

with thc fianrework lor intergovctnmental liscal transfcrs as agreecl. Ultimately

these shoulcl be anchorcd in the tiational policy. Only thctl can such be

considelcd for inclusion in thc Dol{B 2017.

25. ln conclusion, aliocation to each levcl of govetuutetrl has been informed by the

costing of functions assigncd to cach level of governnrenl. 'l'lie proposals contained in the

Bill ale also intended to ensule that neitlier a hugc financing gap is cleated nor lunctions at

either level ol government lclt unfunded or rtndcrfuudecl. 'l'he proposed transfer of
adclitional rcsources as recommended by thc tasklotce on asscssment of duplication of
functions should bc in.rplenrentecl only after forrnal adoplion ol'the report ofthe taskforcc.

26. lt should, however'. bc notcd that thc DOI{B 2017 proposed cquitable share

allocatcd to corutty govenlntcnts al 32.28 pcr ccnt of the urost rccent audited revcnuc, as

approvcd by thc National Assembly, is way abovc thc minimum threshold rctluircd under

Arliclc 203(2) of tlrc Constitution.
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