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Mandate and I.unctions of the Cornrnittcc

Mr. Speaker Sir,

Atticle 124 of the constitution of Kenya, provides for the establishment ofcommittees by either llouse of Parliarnent. committees are central to the workings,roles and l'unctions of Parliament as set out in Article 94 and, rnore specilically inArticle 96 of the Constitution as regards the Senate.

Parliamentary conlmittees considcr policy issues, scrutinizc the workings andexpenditure of the national and county governments and examine proposals for' legislation' The roles of committees are twolbld, investigative process ancrdeliberative process' 'fhe end results of these processes are reports to the House inPlenary on inquiry of certain issues under the mandate of a particular committee.

PREFACE

Mr. Speaker Sir,

Standing Cotnrnittcc on [:inance, conrnrcrce and Budget ll.cporl on Division of lLcvcnuc l\il.201.,
I r-rE SENATE

The standing committee on Finance, Commerce ancl rlucrget is estctblishecl pursuotltto standing order No' 208 and is mandated, to investigate, inquire into and reporr onall.matters relating to coordination, control and monitoring of the county budgets and

a) Discuss and review the estimates of county governments and makerecommendations to the Senate,.
b) Examine the Medium term Budget Policy statement presentecl to the senate,.c) Examine and repctrt on the Buiget crllocatecl to constittttional contntissions urclindependent ffices,.
d) Examtne bills related to the Counties;
e) Examine the Budget, including the Division of Revenue hiil,. andfl Examine and consider all matters related to resolutions and Biils forappropriations, share of national revenue amongst the cottnties and all mattersconcerning the National Budget, incrttding puirr, finance, monetary poriciesand public debt, trading activities and "o**rrr", tourism, investment anddivestihtres policies, plann ing and clevelopnte nt pol icy.



Membership of the Comruittec

Mr. Speaker Sir,

The second Schedule of the senate Standing orders provides that the committee
"shall consist of the chairperson ancl not more than fifteen other members,, fhe
Committee is composed of the following Scnators

l. 'l'he Hon. Sen. Billow Ken.ow, MBS, Mp. _Chairperson
2. The Hon. Sen. peter Ole Mositet, Mp. _Vice_Chairperson

3. The Hon. Sen. G. G. Kariuki, EGH, Mp.
4. The Hon. Sen. Moses Wetang,ula, IlGIf, Mp.
5. The Hon. Sen. Beatrice Elachi, CBS, Mp.
6. l'he Hon. Sen. Mutahi Kagwe, IIGFI, MIr.
7. The Hon. Sen. (Dr.) tsoni Khalwale, MBS, Mp.
8. The Hon. Sen. (prof.) peter Anyang, Nyong,o, EGH, Mp.
9. The Hon. Sen. (Dr.) ZipporahKittony, MBS, OGW, Mp.
10. The Hon. Sen. Aaron Kipkirui Cheruiyot, Mp.
I l. The Hon. Sen. Catherine Mukite Nabwala, Mp.
12.'l'he FIon. Sen. Mutula Kilonzo Junior, MI).
13. The Hon. Sen. (prof.) John Lonyangapuo, CBS, Mp.
14.The Hon. Sen. paul Njoroge Ben, Mp.
15.The FIon. Sen. (Dr.) Wilfred Machage, MGH, Mp.
16. The Hon. Sen. (Dr.) Agnes Zani, Mp.

Stand ing

ir]E
Conrnrirtee on Finance, conrnrerce and Budget Report on Division ofRevenue rlir,20r7
SENATE



BACKGROUND AND EXECUTIVE SUMMARY

Mr. Speakcr Sir,

Article 218 of the constitution provides that"At least two months before the encl of
each financial year, there shall be introduced in Parliantent a Division of Revenue
Bill' which shall divide revenLte raised by the nationctl government among the national

.- and county levels of governtnent

Mr. Speaker Sir,

The Division of Revenue Bill (National Assernbly Ilills No. 2 of 2017), wassubmitted
to the senate by the Nationar Assembry o, wednesday, r 5,r, Ircbrua ry,2017.

Standing order No' 148 of the Senate Standing orders requires that aBill, which
originates in the National Assernbly, be proceeded with by the Senate in the same
manner as a Bill introduced in the senate by way of First Reading in accordance with
Standing Order No. 129

Mr. Speaker Sir,

The Division of Revenue Bill was read a First Time in the Senate on Thursd ay, 16r,
February' 2017, and thereafter the Bill stoocl committed to the Standing committee on
Finance' commerce and Budget pursuant to standing order 130 (l) of the senerte
standing orders.

Mr. Speaker Sir,

The Bill provides for the Division of nationally raised revenue between the two levels
of government as well as setting out specilic resources to be provided to counties as
conditional grants and loans, and the Equalization Fund. In addition, the Bill is
accompanied by an explanatory memorandum as recluired in Artic le 2ls(2) of the
constitution setting out the explanation of revenue allocation as proposect by the Ilill
along with the evaluation of the Bill in relation to the criteria mentioned in Article
203(l) of the constitution' It also, as required, provides a sumnrary of any significant

standing cornnlittee on Fi^ance. Conrnterce anci Budget Rcporl on I)ivision or'Re'enrre Biil. 2017

I THE SENATE



- deviation fi'om the recomrlendations fiom the commission on Revenue Allocatio,
with an explanation fbr each surch deviation.

Mr. Speaker Sir,

Pursuant to Article Ils (l) (b) o1'the Constiturion and sranding order 130(4) ol'thc
Senate, the Standing Committee, in its consicleration of the Bill, invited key
stakeholders, including the National Treasury, Council ol'Governors, Commission on
Revenue Allocation, County Assembly Forum who made submissions to the
Committee.

'fhe committee also invited other non-state actors zrncl thc general public who
- similarly parlicipated and submitted their contributions. ln that regard, the Committee

facilitated public participation and took into account the views and recommenclations
of the public in its report to the Senate.

Mr. Speaker Sir,

I would like to remind I-Ionor-rrablc Senators that the enarctment of the Division ol.
Revenue Bill is critical in setting the stage for the preparation of the cou.ty
Allocation of Revenue Act, which will infonn the preparation of respective county
budget documents in a manner that is timely and enables fiscal clarity and planning.

Mr. Speaker Sir,

1'his reporl is hereby submitte<j to the senate lbr its consideration and adoption
pursuant to standing order 134 (l) as read together with standing order 160(3) which
states that the senate shall conclude its consideration of a Division of Revenue Bill
not later than ten days after the Bilr has been introduced.

The Committee's observations and Recommendations

Cognizant of the guardian role of the Senate in saf-eguarding the interest of the
counties and their governments and taking into account the efforts and involvement ofthe senate in negotiating non-reduction of the county equitable share during thescrutiny and approvar stage of the 2017 Budget poricy Statement (Bps), the

Standing C'onlntittec oll l;ittrtttcc. (lotttrne|ce ancl lludget ltcpurr orr l)ivisjorr ol /trr cntre lliil. 2() i 7
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;:Til:::: 
herebv proposes that rhis rcporr and its recommendations be adopted by

Mr. Speaker Sir,
The committee observed that the cor-urty equitable share liom the l.evenue raisednationally was enhanced liom Ksh.280.3 billion in the Fy 2016/2017 to Ksh. 2gl.lbillion in the FY 2017/2018' -fhis 

is 3.9 pcrcent increase and is f'ar berow the infrationrate which is 6'6 percent''rhe total sharable revenue for 2017/tgwas projected atKsh. 1,549.4 billion _ a growth rate of 12.3 pcrcent.

The committee observecl that the total conditionar ailocation amollnted to Ksh 32.6billion which comprised of the 1bllowing:
o Leasing of medical equipment amounting to Ksh 4.5 billiono compensation for User forgone f'ees amou'ting to Ksh 900 rniriono Allocation for Lever 5 hospitars amounting to Ksh 4.2 bi*ono construction of 5 county Headcl-rarters amounting to Ksh 605 milliono Rehabilitation of youtrr porytechnics amounting to Ksh 2 birion. Allocation fi.om ltel levy amounting to Ksh 7.9 billiono world Bank loan fbr Kenya Flealth Supporr project of Ksh g73.4millior-r

'iTi'lrTl*t',",ffupport Program (KDSP) countv capacity bulding granr (rever

'ff?;; Devolution Support program (KDSP) perfbrmance grant (rever 2) ofKsh 4

'Conditionar Arocations frnanced by othcr loans and grants received Ii"omdevelopment partners amounting to Ksh 6.2 billion

The committee acceded to the National freasury proposar for acrditional conditionarallocations fi'om roans and grants of Kshs. s.s biriion u, tbrto*r: T.his incrudes:' Kshs' 985'8 million for Instruments for Devorution Advise and Support (IDEAS)o Kshs' 2'g bi,ion fbr transflonning hearth systems fbr universar care projects,' Kshs' l ' r bi'ion for nationar agricurture and rurar incrr
' Kshs. 763 miilion ror universar hcarth care k>r u.r","::';r:::IJ::::jects, 

and

The committee recommends that the county equitabre share amounts to Ksh.314'664'970,77s'6 and conditionar ailocation amounting to Ksh. 3g,r70,r7g,76r
i:t;TJI tlil,:'ilXalocation 

rbr trre trY 2017/20r8 ro Ksh. 3s2,83s,rs0,s36.60

Mr. Speaker Sir,

Standirrg Conrntittce on Fin

ITTIE SENATE
ance, Conrnrerce and Budget Report on l)ivision ofRevcnue Bill,2017
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Mr. Speaker Sir, It is now my pleasant duty and privilege, on behall'of the Standing

Committee on Finance, Commel'ce and Blrdget, to present to the Senate, this Report of
the Committee on the Division of Revenue Bill (National Assenibly Bills No. 2 of
2017).

SENATOIT BILLOW KERROW, M.I'.

(Chairperson, Standing Finance Commerce and lludget)

Date

Startding (-onmittee ()t) Iril)ancrc. ('orlrnercc arrd ilurl!,.el llcporl on Division olllcv!'r)rrc llill.20l7
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We, Members of the Standing Conrnrittee on Irinance. C-'<lnrmerce and Budget do

hereby afJlx our signatures to this Report to atllrm the correotncss of the contents and

support lbr the Report -

1. Sen. Billow Kcrrow, MBS, MP

Sen. Peter Ole Mositet. Ml'}

Sen. G. G. Kariurki .I]GII, MP

Sen. Moses Wetang'ula, EGH, MP

Sen. Beatrice Elachi, CBS, MP

Sen. Mutahi Kagwe, EGI{, MP ..

Sen. (Dr.) Boni Khalwale, MBS, MP

Sen. (Prof.) Petcr Anyang Nyong'o, E(;l l, MP
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4.

5.
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7.

8.

9.

10.

I l.

12.
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15.
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Sen. (Dr.) Zipporah Kittony, MBS, OGW, MP

Sen. Aaron Kipkirui Cheruiyot. MP

Sen. Catherine NzlLrkiite N

Sen. Mutula Kilonzo Junior. l^h tk hl";''["?r
Sen. (Prof.) John Lonyangapuo, CBS, MP

Sen. Paul Njoroge Ben, MP

Sen. (Dr.) Wilfied Machage, MGI-I, MP

Sen. (Dr.) Agnes Zani,MP

Stattditrg Cotttntitt.'e ()rI Iiinanc(1. C'omnercc rrrrd []udgct Repor t on Division ol' I{eve nrrc' l}ill. 20I7

I THE SENATE

t-*



1. INTRODUCTION

I.I VER'I'TCAL ALT,OCAT'ION

2017/18

OF ITI'VENUE F'OIT FISCAI, YIIAIT

Standing Contntittee on Finalrce. cotttnrerce and tluclget Repoft on l)ivision of RevcnLre uill. 2017

I THE SENATE

l' Ihe principal object of the Division of Revenue Bill, 2017 isto provicie fbr the
equitable division ol-revenue raisccl nationally between the national ancl cou,ty

- level o1'govetnments as required by Articlc 218 of the constitution in order to
facilitate the proper lunctioning of the county governments and to ensure on-
going services are provided for. In view of that, the Bill provides that revenue
raised by the national government in respcct of the Iry 201 7/lg be clivided
between the national and county governments.

2' In that regard, the total estimated national revenue between the two levels of
government with respect to the FY 20lllls is Kshs. l,s4g.4 billion compared
to the cument estimates for the cuffent FY 20 16/17 of Ksh.1,3g0.2 billion. The
Bill provides for county equitable share of Kshs. 2gt.l3 billion up fiom
Ksh'280'29 billion while national government share amounts to Kshs r,23g.34
billion' Moreover, the county equitable sharc thus far represents 3r.rzpel.cent
of the 2013/14 audited revenue of Ksh.935.653 bilrion.

3' In determining the county equitable share of revenue of Ksh. 2gl.l billion fbr
the FY 2017118, a basis for county budgets to plan and budget, the Division of
Revenue Bill 2017 adjusts the baseline equitable share of Ksh. zgo.z billion
fbr kshs 10.9 biili,n. 'r'his is 3.9 percent incrcmenr.

4- with regards to the conditional allocation of Kshs 32.6 billion, loans and
grants amount to Kshs 12.5 billion and Fuel Levy Fund amounting to Kshs 7.9
billion' There are increases in allocations towards Fuel Levy Fund fbr road
maintenance by kshs 3.56 billion and l.evel 5 hospitals by kshs 200 million.

5' In view of the conditional allocations amounting to kshs 32.6 billion, r.hc toral
county allocation therefore amounts to kshs 323.7 billion, translatin g to 34.6
percent of the audited revenues.



'fhe 'l'able I below rcpresents thc breakdown of allocations between the two

levels of government and the conditional allocations to counties to be Ilnancccl

fi'om national government share.

Type / Levcls of Allocation

2.2 Compensationfor (Jser Forgone

Source: Division of Revenu e tsill, 2017

Standing Conrnlittee on Finance. CorDnrerce and Iluclget Ileport on Division olllcvcrruc Ilill. 2017
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'Iable I

BET WEI,lN

DCO GOVE N1'SAI, l'Y

AL I,OCA'I'ION NA'I'IONAL LYOF- ITEVI' E ITAISI,D

2017n8

NA

.,\rnount (Ksh.) I)erccnt:rge (o%) of FY

20l3l14 Audited and

approvcd revenue i.e

Kshs 935,653 Million

A. Total sharcablc

reven C+I)

I,549,412,000,000

B. National Government 1,238,343,940,000

C. Equalization Fund 7,727,000,000

D. County Government (l+2) 303,341,160,000 32.42"/,
l. County EqLritable Sharc 291,136,160,000 31.t2%

2.Conditiorral Al Iocations 12,205,000,000

2.1 Leasing Of Medical Equipntent 4,500,000,000

900,000,000

2.3 Level 5 hospitals 4,200,000,000

2.4 Construction of County Heaclquarters 605,000,000

2.5 Rehabilitation of Yottth polytechnics 2,000,000,000

E. Additional County Conditional

Allocations (not part of sharable rcvcnue)

20,416,400,000

3. Allocation frorn fuel Ievy (15%) 7,875,000,000
4. Conclitional Allocatious (loaus

&grants)

12,541,400,000

F. Total County Allocations (D+E) 323,757,560,000 34.6001



2. SUI}MISSIONS DURING PUI}LIC HEAITINGS

6' T'his part presents the deliberations of'tl-re Comrnittec with various stakeholders
including, National 1'reasury, commission on Revenuc Allocatiorr and cor-rncil
o1'Governors' It also highlights the views ancl recommencJations ol'the pr-rblic
submitted during the public hearings hcld on Wedncsclay, 22,,d lrebruary, 2017
and 'fhr-rrsd ay, 23,d February, 20ll .

2.1 MEBTING WITI.I TI'IE NA'I'IONAL'I'REASURY

1' The comrtittec elt its sitting helcl on wcclnesclay,22"'t licb.rar.y. 29l7,nrct ilnci
held delibcrations with the National 1)'easury on the Division of l{evenue Ilill,
2017. The National

clarifications on the Bill

Treasury made the following observations and

a) The equitable share should increase at least with a rate which is sirnilar toinflation rate.
b) 1'heir proposal tbr eqr-ritable share was Ksh. 322 billiot-r rvhich was guiclcd

by the CRA recommendations.
c) If the free matemal health care was to be channeled through the MIIFthen it should not be reflect in the bill as an allocation for the counties.d) The allocations from Road Maintenance Fuel Levy Fund should increasefrom I 5%o to 25%o since the revy increersecr from Ksh. l3 to Ksh. l g.
e) The proposal from Nationar Assembry wourd i,hibit the counrygovernment liom conducting their operations smoothly.
0 There was an agreement between I'reasury and coG that Ksh. 3rgmillion should be allocated fbr Library ,.rri.", and Ksh. g.4 billion fbrclass D roads that were transfbrred to the county governments.g) Allocations for deveropment of viilage polyecl"hnics shourd not be aconditional grant; ECD was not provided for in a similar manner.h) There was a tendency of the national government preslrmptuous thatissues that are of national interest were nationar functions.i) class l) roads had never been devorvecr; the Roacrs Iliil.2015 in theSenate would ensure the proper clevolution of the class ol' roads. .l-his

would justify the increase in allocation liom Fuel levy fund fi.om 15yo to25%.

i) Intergovernmental consultation had agreed on channeling fr-ee maternalhealth care fund through NI_IIF.
k) The allocation for compensation lbr user fees forgone wourd in futureincrease proportionately.

Standing Conrtnittec on Fittatrce. Conrnrerce arrd Ilu<jgct Ileport orr Division ol'Revenue Ilill.20l7
I THE SENATE
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l) A lurther proposal of Kshs. 5.5 billion 1br cor-rditional allocation liom
loans and grants. 'l'his includes Kshs. 9tl5.ti millior-r liorrr l]r-rropean [Jnior.r
fbr Instrumer-rts {rlr Devolution Aclviso ancl Sr-rpport (iDtiAS), Kshs. 2.8billion fl'om IDn lbr transltrrming hcalth systems lilr r-rniversal care
pro-iccts, Ksl-rs. l.l billion h'om II)A lbr national agricr-rlture ernd rural
inolusive growth projects, and Kshs. 763 rnillion fi.orn DANIDA fbr
urniversal health care lor devolvecl systcnr program.

2.2 MEE'I'ING WITII TTIE COMMISSION ON ITEVENUE ALI,OCATION

8' Submissions fiotn thc commission on Itevenuc Allocation (cl{A) were as
follows:

a) The initial recommendation for equitable share was Ksh. 322.g billion.b) 1'he Ksh' 291billion proposed by National Assernbly was far below and
does not tactor in the impact of inllation. Sccondly, the ligure indicates avery minimal growth of revenue.

c) There was sorle agreement that increase in eclr-ritable share should reflect
revenue growth rate.

d) I-ater, due to ernerging aspects they revisccl their proposal to Ksh.-l 14.42gbillion' fhis amottnt takes into accolrnt the inflation rate and sharable
fevenLle growth.

2.3 MEETING WITH TTIE COUNCIL OIT GOVERNOIIS

9. Submissions from the councir of Governors (coG) were as foilows:
a) -fhe equitable share should increase at least with a rate which is similar toinflation rate.
b) 'fheir proposal fbr equitable share was Ksh. 322 billion which was guide<l

by the CRA recommendations forwarded to Parliament in November 2016.c) If the free matetnal health care fund was to be channeled through the NIIIF
then it should not be reflect in the bill as an allocation for the counties.d) rhe allocations from Road Maintenance Iruel Levy Fund shoulcl increasefrom I 5%o to 25%o since the levy increase<J Ir.orn Ksh. 13 to Ksh. r g.

e) 'the proposal fiom National Assembly would inhibit the county government
h'om conducting their operations srnoothly.

0 There was an agreement between Treasury and coG that Ksh. 3l g millionshould be allocated to county to cater for Library services and Ksh. g.4
billion fbr class D roads that were transferred to the county governments.g) Allocations for development of village polytechnics should not be aconditional grant and tiCD was not providcd fbr in a sin-rilar manner.

Standing cornnrittee on Fittattce. Contnrerce and Budget Reporl on DiVision ol'Revenue tlill,20 l7
I THE SENATE





2'4 SUBMISSIONS F'RoM '[IIE INS'I'I'..JT'I.] .oR 
'OCIALACCO U N'I'AI] I t, I.I.Y (-I.ISA)

l0' ]'he Comn-rittoe receivecl submissions liorn the ilSA that were as lbllows:
a) 'l'l-rc National Treasury had proposed a growth rate of 6.7% Ibr the ccluitable

share to counties; amounting to Ksh. Zgg.l billion;
b) In thc 2017 BPS, -freasury 

had projectcd rhat revenlre growth would be at
13%o; and

c) 'l'l-rey recomrnend as lbr thc rrinancial year 20ll/20lti cor_urtl,ccluitablc
share be as recommended by the Nationa|I'reasury.

Standirrg (lolrlnriltee on Iiiltallce. conrnrercc trrrrl Iluclgct Ileport orr l)ivision ot'llcVcnue Bill.20l7

I TFIE SENATE
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3. COMMITTEE OBSEITVATIONS

() 'l'he comrnittec while considcring the Bill as well as thc subrnissions lion-r
differe,t stakeholders made the fbilowing obscrvatior-rs:

(a) The County equitable share fiom the revenue raised nationally was enhanced
fi'om Ksh.280.3 billion in rhe FY 201612017 ro Ksh. zgt.l biilion in rhe Iry
201712018' This is 3.9 perccnt increase ancl is far below the inflation rate which
is 6.6 percent.

(b) ]'he total sharable revenue lbr 20 llllS was projectecl at Ksh. 1,549.4 billion -
a growth rate of 12.3 percent.

(c) rhe 20lll2ol8 proposed allocation translatcs to 3l.l percer-rt ol'thc approvcd
audited revenue of Ksh. 935.6 bilrion of Iry 20r3r20r4.

(d) The National rreasury proptlsed the county eqr-ritable share amounting to Ksh.
299.1 billion while the Commission of
recorrffrended Kshs. 314. 4 billion.

Itcvenue Aurhority (CRA)

(e) The National 'freasury proposed an rncrement on conditional allocations by
Kshs.5.5 billion

(f) The lree maternal health care lund amounting to Kshs 3.4 billion would be a
special grant to NI-IIF to be disbursecr as reimbursements.

(g) Allocations fbr Road Maintenance I-evy [rund had increased liom Ksh 4.3
billion in FY 201612017 to Ksh 7.9 billion in Fy 2017/20ltt. The additional
allocation is due to incrcase in tuel levy.

(h) The fund amounting to Kshs 6.2 billion proceeds from loans and grants
would not be transferrcd to County Govcrnments in 2017/rg duc to pre_
existing conditionarity. 'I'he funds wi, be budgeted and managed by the

Standing conrnrittee on Firrance. Conrrrterce and Bu<jget Report on Division olRevenue llill.20l.7
I THE SENAl'rl





National (]overnmcnt whcrcas thc counties will participntc through
Project Steering Cornrnittees and Implementation units. 'fhcrefore, there
was no need of these funcls being includccl in the Division of Itcvenue Bill.

(i) The committee noted tl-rat as collnty revcnLres continued to grow, it was ecluralll,
important fbr oor-rnty governments to zrppreciate the imporl.ance ol. oversight in
ensuring the prurdcnt managerncnt of flscal resources in lir-rc with Artiole 201 ol.
the constitution. I"urther there needed to be a renewed fbcused on increasing
collection of county own source revenLles to complernent transf-ers liom
National Govcrnment.

Standing cornntittee on l:inance, C.rnnrerce and lluclget Report on Division of Rc'entre Ljin.20l.,
I THE SENATE





4, RBCOMMENDATIONS OF THE COMMTTTEE

Following the cJeliberations held with the National 1'reasury, council cll.
Governors and Commission on Itevenue Allocation in conjunction with the
subrnissions received during thc public hearing, the Standing committee on
Finance' commerce and lluclget, as providcd lor by stancling orcler 134( l) ancl as
read together with standing order 160(3) of the senate Standing orders,
recommends as lbllows:

That, this House adopts:

a) 'I'he county equitabrc sharc ailocation ,r'Ksh. 314,664,970,775.6;
b) r.he conclitionar arocation of Ksh. 3g,,170,179,76r which incrudes

additionar conditionar arocations from roans ancr grants amounting to
Ksh. 5,548,779,761.

c) The totar county ailocation for thc Fy 2017/z0lg amounting to Ksh.
352,935,150,536.60.

Standing Cornnriilee on

ill{Ir SENATE

Firtance' colrtnterce and Iludget Report on Division of Iievenue Bill.2ol7





5. API'ENDIXES

(a) Minutes of the comrnittee sittings on the consicreration of the
Division of Revenue Iliil (Nationar Assernbry lliil No. z of 2017).

(b) Subrnissi<ln by the Nati<lnal .I.rcasury

(c) Submission by Commission on ILevenue Allocation

(d) Subrnission by Council of Governors

(e) subrnission by T'he Institute of Sociar Accountabirity

Standing corrtnrittec on Finance. Conrtnerce anrl BLrdgct Repon o. Divisiorr ol'Reventre Bill.20 l7
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,MTNUTIIS 
OF- 1'tJ l! 2N" sI'l"TIN G OF THE SI'NAT'E lsltANDtNG COMM ITTIItiONF ANCIi CO IICE AND BUI}GIIT I{IILD AT' COUNT'Y

GROUNI) F-I-OOR BOAITDROOM ON TUIISDAY l4
r 0.00 A.M.

PRESENT
l. Scn. (Prol'.) Peter Anyang, Nyong,o
2. Sen. Moses Wetang,ula
3. Sen. Zipporah Kittony
4. Sen. Aaron Kipkirui ChcrLriyot

ABSBNT WITI.I APOLOGY
L Sen. Billow Kerrorv
2. Sen. Peter Ole Mositet
3. Sen. G.G Kariuki
4. Sen. Mutahi Kagwe
5. Sen. (Dr.) Wilfred Machage
6. Sen. (Dr.) Boni Khalwale
1. Sen. Mutula Kilonzo Junior
8. Sen. Beatrice Elachi
9. Sen. (Prof.) John Lonyang,apuo
10. Sen. Paul Ben Njoroge
I 1. Sen. (Dr.) Agnes Zani
12. Sen. Catherine Mukite

TN ATTENDANCE
1. Mr. lloniface Lenairoshi
2. Mr. Victor Bett
3. Ml. Lucy Radoli

FITI}I{UAITY 2017 AT

-Member (A.g. Chairpcrson)
-Mcmber
-Mernber
-Mernber

-Chairperson
-Vice Chairperson
-Member
-Mernber
-Member
-Member
-Member
-Mernber
-Mernber
-Mernber
-Member
-Mernber

SENATE SECRETARIAT
- I)rincipal Clerk Assistarrt
- Clerk Assistant
- Legal Counsel

MIN NO. 006/2 017: lrR ELIM INAITItrS
'l'he Acting chair called the rneeting to order at l0.29arn. This was lbllowecl by a word ofprayer.

NO.007 t7: ADOPI'ION OF THE AGENDA
'flre agenda was adopted by Sen. Ztpporalt Kittonl, and seconcled by Sen. Moses
Wetang'ula as follows;

l. Prelirninaries
. Prayer
o Introductions

2. Adoption of the Agencla
3. Confil'mation of Previous Minutes;
4' Consideration of the CRA Recommendations on the County Executive ancl

Assernblies Ceilings for the Fy Z0lTllg; :rncl
5. Incoming Committee Corr.espondences

I



6. Any Other Business
7 . l)ate of Next Meeting
8. Ad.iournrnent

MIN NO. A08D0l7: CONFI MATION OI.- PRtrVIOUS E,S

The Cornrlittee discussed on the rvay foru,ard since quorum wasn't sufl'rcient to adopt all

the rninutes and resolved to have the matter uroved foru,ard to the next rneeting.

MIN NO. 009/2017: CONSII) ERAI'ION OF THE CRA
RECOMMEND ATIONS ON TIIE COUNTY
EXECUTIVE AND A IlMBLIES CE ILINGS
FOR TI{E 20t7ll8

flre Cornmittee rvas takel througli a brief by the Parliarnentary Budget Office (Copy

Attached) that gives a breakdown o1'the recomlllenclations on the County Executive and

Assernblies ceilings lbr the FY 20 17 118 as lvas subrr-ritted by the CRA.

The Cornmittee was concerned with the rationale tlie CI{A used to arrive on the ceilings,

explanation of the reductions ancl i,vhere have they put development expenditure in their

tabulations. In this regarcl the Committee then resolved that since the rnatter needs

adequate consultations on u,ith the various stakeholders and proper light shed, the

following persons be invited on Tuesclay,2l" February, 2017 as ti'orr 10.00arn;

a.) Commission on Revenue Allocation.
b.) Council of Governors, and

c.) County Assernblies lrorutn.

COMMITTEI] CO ITIT.BSPONDBNCE

The Courrnittee discussed tl-re lbllor,r'ing letters;

a.) Invitation to a Retreat to cliscuss the proposed further amendments to the

County Allocatiol of Revenue Act, 2016. (Front the PS National Treasury)

- The Comrnittee discussed the rlatter ancl concurred with the comments of the

Speaker that the retreat can.be postponed from the week of 16tl'to 18th

Februarl,, 2011 to that o1'23'''l to 25'l' Irebruary,2017. Further tlie suggestion

that all Senators be invitcd is a matter that thc Con-unittee concurred.

b.) Reqpest Ior a courtesy call and presentatiolt of baseline findings. (Front the

County Director OXFAM
- '['hc Colrurittee cliscussecl the pratter ancl resolved that the request by Oxfarn to

neet r,vith the Conu1ittee is valicl ancl that they can be given a suitable date .

c.) Parliarnentary Netrvorfi on the Worlcl Bank & IMF (PN) field visit to Kenya,

Febrtrary20iT.(FromlheChairofthePorLianletltarylNetworlcontheWorld
lJank and IMF)

2

MIN NO.0l0/2017:



'fhe Con-rrlrittcc cliscr-rsscd tlic mattcr anci rcsolvccl that lhe clclcgation can ,eet
rvith thc Cornmittec.

d.) Subrnissiott oI'suppletnentarl, Estinrates of Revenue to ancl llxpcnditure from
tlre Equalization Fund fbr lrinanci:rl Ye:rr 2016117 and list of projects
approved lbr ftrnding using Ilqualization Funcl. (l;'rorn the PS Natiottal
Treasury)
- 'lhe Cornmittee discussed the rnatter and resolved that a meeting be called

where the concernecl Scnators whose Counties are set to receive the
Equalization Fund be invitcd ancl so that the Cornrnittec can discuss thematter
and pro.j ects rnentionecl.

MTN |fiDafi: I}A1'II OIr'NEXT MIfBTING

l'he date of the next meeting was schccluled fbr T'uesclay,2l" February, 20l:. inCountl,
I{all, Ground Floor Boardroom at I0.00arn.

MIN NO.012t2017: ADJO N'I'

There being no other business, the rnecting was adjourned at 12.00 noon.

SIGNtrI)

(cHATRPERSON)

DATE
{iS lc,xl<,.:t'I

a
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MINU'I'ES OF T'IIE 3"" srrrlNc 0F TI-l E SI'NA'I'E S'TANI)ING COMMIT'TEIT
N FINANC COMMIIII.CE AND BT]DCIIl' II EI-D A]' UNTY HAI,I,

GIIOUNI) III,OO IT I}()AIIDITOOM oN TUESD AY, 2I F'IiBRUARY, 2OI7 A'[-
10.00 A.M.

PRESENT
1. Sen. Peter Ole Mositet
2. Sen. Moses Wetang'uler
3. Sen. Zipporah Kittonl,
4. Sen. Mutahi Kagr.ve
5. Sen. (Dr.) Wilfred Machagc

ABSENT WITH APOLOGY
1. Sen. Billorv Kerrow
2. Sen. Aaron Kipkirui Cheruiyot
3. Sen. (Pro1.) Peter Anyang' Nyong'o
4. Sen. G.G Kariuki
5. Sen. (Dr.) Boni Khalwale
6. Sen. Mutula Kilonzo Junior
1. Sen. Beatrice Elachi
8. Sen. (Prof.) John Lonyang'apucr
9. Sen. Paul Ben Njoroge
10. Sen. (Dr.) Agnes Zani
I 1. Sen. Catherine Mukite

IN ATTENDANCE
l. Mr. Boniface Lenairoshi
2. Mr. Victor Bett
3. Mr. Lucy Radoli

SENAT'E SECRETARIAT
- Prir-rcipal Clcrk Assistant
- Clerk Assistant
- l,egal Counsci

-Vicc Chairperson

-Men-rber
-Member
-Mernber
-Mernber

-Chairperson
-Mcrnber
-Membcr
-Mernber
-Membcr
-Mcmber
-Membcr
-Mernber
-Merlber
-Member
-Mernber

MIN NO. 013/2017 PITELIM INAIIIES

Tlre Acting chair called the rneeting to order at 10.29am. 'l'his u,as followed by a word of
prayer.

MIN NO. 014/2017: ADOI'I'ION OF'I'I Ttr AGII,NDA
'fhe agenda was adopted by Sen
Wetang'ula as lbllorvs,

/ipporah Kittony and seconded by Sen. Moses

1. Prelirninaries
. Prayer
o Introdttctions

2. Adoption o['the Agenda
3. Confirmation of Previous Minutes;
tl. Consideration of the Division ol'Ilevenue llill, FY 2017ll8;

o Presentation by Parliarncntary Budget Office
5. Incorning Committee Correspondcnces
6. Anlr 61111.1. Rusiness



1. Date o1'Next Meeting
8. Adjournment

MIN NO. 015t2017: CONFI O I'REVIOUS MINUTBS

The Cornmittee disoussed on the r,vay lorrvard since quorulr wasn't sufficient to adopt all

the minutes and resolved to have the matter rnoved fonvard to the next meeting.

MIN NO. 016t2017 Consirleration of thc Division of Ilevenue llill. FY
20t7lt8

Prescntation by Parliamcnta ry Budeet Offi ce (Copy ottoclted)

'fhe Cornrnittee was taken through the brief as prepared by tlie PBO and was able to single
out the fbllorving issues that u,ere to be discussed rvith the stakeholders during the

fbrthcorning rneeting.

1. The County Bquitable Share is projected to grow at a slower pace: lhe count.v

equitable share for FY 201112018 is projected at I(sh 291.1 billion which is a 3.9oh

increase from the approved allocation Ibr FY 201612017 r,vhich arnounted to Ksh 280.3

billion.
. It is lower than the growth of county equitable share in previous years; In FY 2016/2011
the allocation grew by 7.9% Iiorn Ksh 259.8 billion approved in FY 201512016. This
indicates tl-rere is no consistency in annual groi,vth rates for county equitable share.
. It is lower than thc grorvtli ol' the total sharable revenue raised nationally for FY
2)tll20l8 which is pro.iccted at Ksh 1.54g trillion, a 12.3o/o increase fi'orr the approvecl

sharable revenue fbr FY 201612017 aurounting to Ksh 1.380 trillion. This indicates tliere
is no equity in allocation o{'revellues betr,vcen the natiorral and county governments.
2. Implementation of the Free Maternal Healthcare Conditional Allocation: 1'he

DOI{B proposes to allocate the lunds for liee maternal liealthcare aurounting to Ksh 3.4

billion as a special grant to the National Llospital Insurance Fund (NIIIF) to be disbursed
as reimbursernents. Ilave tlie structr,rres fbr implernentation of these funds been agreed

upon ancl put in place.
3. Conclition:rl Allocation for Library Services: l)cspite the lirnctior-r being devolved, it
is not clear h'onr the Division o1'ltevenLre on whether this lirnction hzrs been iunded. The
Senate iri its recomutcnclations to thc Buclget I']olicy Statement 2011 had resolved that
lunds be set asicle for the lltzutagentent of library services devolved and lbr developtnent o1'

libraries in counties that there was no library.
4. Allocations for Road Maintenance Levy Fund: This allocation has beeu increased

frorn l(sh 4.3 billion in I.-Y 201612017 to l(sh 7.9 billion in IrY 201712018.'fhe additional
allocation caters 1or the increase in ltrel levy. It is noted at the National Government. there

is alrvays additional increr.nent cver),' financial year in the buclget fbr the Kenya Roads

Board due to an incrcase in the RMI-F collections during the year. However, it is not clear
rvhether county 

-qovernmcnts 
also enioy these additional lunds.



5' Conditional Allocation f}om loans arrd granls to bc implemepted b1, Natio,al
' Governtnent: 'fhis lvill be funcls from u,iiiour clevclopnient partners ancl National

Governtncnt oountetpart funcling ar'ltollrlting to I(sh 6.2 billion. lt is notecl that these fundsrvill not be translerrecl to County Goi,ernrncnts in 2017l18 dr-re to pre-existing
conditionality. Thus, the lunds ivill be budgcted ancl nranagecl b), the National
Governtlent whereas the couuties will participate throLrgh Pro.ject Steering Cornrnittees
and Implementation Units. T'hereltlre, there is no neecl of thcse {hnds bei,g included in
the Division of Revenue Bill.
6' Kenya Devolution Support Progranlrne: This is a grant to all 47 counties ancl will
be irnplemented in two levels. 'l-he first level is to sllpport counties strengthe, pFM
system, IJuman resourco uanagetnent ancl intergorrernrnental relations; irnproving
counties Monitoring & Iivaluation and civic eclucation o1'public participation.'fhe second
level will be for incentivizing county governnlents that u.lri",r" good results i1 key areas
under level 1. The detail of this funding proposal is still under..'ii"uu by the Senate.

MIN NO. 0 t7/2017: ECO ESPONI) NCE

The Cornmittee resolvecl to dis<;uss the pending correspondences during the forthcorning
rneeting

MIN NO. 01 017: DATII OF NEXT MEETING

The date of the next tneeting rvas schcdulecl 1'or Wedr-resclay, 23'd February,2017 in
County Ilall, Ground Floor Bozrrdroorn at 10.00arn.

MIN NO. 019 77: ADJOURNMENT

There being no other business, the rneeting was acljournecl at 12.00 noon

SIGNEI)

(cHATRPERSON)

DATE
,9.8 lc,x I ac t t

CO
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MINUTES OF TI{E 4TII SITTI NG OF THE SENATE STANDING COMMITTEE
ON FINANCE COMMERCE AND tsI]DGET HELD AT MAIN PARLIAMENT
BUILDING, SENATE CHAMBERS ON WED NF]SDAY. 22ND FEBRUARY 20L7
AT 10.OOA. M.

PRESENT

1. Sen. Billow Kerrow
2. Sen. Peter Ole Mositet
3. Sen. (Prof.) Peter Anyang'Nyong,o
4. Sen. Zipporah Kittony
5. Sen. Beatrice trlachi
6. Sen. Paul Ben Njoroge
7. Sen. Aaron Kipkirui Cheruiyot

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

ABSENT WITH APOLOGY

1. Sen. G.G Kariuki
2. Sen. (Dr.) Wiifred Machage
3. Sen. Moses Wetang'ula
4. Sen. (Dr.) Agnes Zani
5. Sen. (Dr.) Boni Khalwale
6. Sen. Mutula Kilonzo Junior
7. Sen. Mutahi Kagwe
8. Sen. (Prof.) John Lonyang'apuo
9. Sen. Catherine Mukite

IN ATTENDANCE

A} STAKEHOLDERS N

1. Mr. Henry Rotich
2. Hon. Peter Munya
3. Hon. Wycliff Oparanya
4. Mr. Kaberia Joseph
5. Mr. Ndegwa Wahome
6. Mr. Nderi Ndiani
7. Mr. Chris Kinyanjui
8. Mr. Jenard Mwiggeh
9. Mr. Denis Mr-rtui
10. Mr. Jasper Mutuiri
11. Mr. Mboche Wanyoike
12. Ms. Diana Khaemba
13. Mr. Juiius Ariwamoi

-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member

- CS, National Treasury
- Chair, Council of Governors
- Chair, COG Finance Committee

- Speaker, Meru County
- Speaker, Nyandarua Count5r
- CEC Finance, Nyandarua County
- Clerk, Muranga Count5r Assembly
- Clerk, Nyeri County Assembly

-Clerk, Kwale County Assembly
- Clerk, Laikipia County Assembly
- Clerk, Lamu County Assembly
- Finance Office, Bungoma County
- Clerk, West Pokot County Assembly

I



14. Mr. Dennis Panyako -Fiscal Analyst, Trans Nzoia County

15. Ms. Ms Lorna Losem - CAF

16. Ms. Lucy Akonitsa -SOCATT

17. Mr. Allan Mabuka - clerk, Busia county Assembly

18. Ms. Meimuna Mohammed -Ag. Snr. Analyst CRA

19. Mr. Sylvester Oluk -Fiscal Analysl Siaya County Assembly

20. Mr. Mwanengo Ali
21. Mr. James Katule
22. Mr. Emmanuel Njuguna
23. Mr. Abdullahi Mohamed
24. Mr. Jilo Kidai
25. Mr. Salim Juma
26.Mr. Mohamed Hatimy
27.Mr. Sanoe Stephen
28. Mr. J.K. Arithi
29.Mr. Kamar Aidi
30. Mr. Saidi Maganga
31. Ms. Eunice Fedha
32. Mr. Kiwanuka Otieno
33. Mr. Evans Ogutu Ouma
34. Mr. Charles Lu,iga

35. Mr. Vincent Kahindi
36. Ms. Linet Oyugi
37. Mr. Davis Okuthe
38. Mr. Isaac F. Olu,eny

B) SENATE SECRETARIAT

1. Mr. Victor Bett
2. Mr. Christopher Gitonga
3. Mr. Benjamin Ngimor
4. Ms. Lucy Radoli
5. Mr. Eugene Luteshi

- Clerk Assistant
- Clerk Assistant

- Parliamentary Budget Officer
- Legal Counsel
- Audio Officer

UIN No.q?al2DLz: PRELIMINARIES

The Chairperson called the meeting to order at 10.30 am. This was followed by a

rvord of prayer. Tl-re Chairman thereafter welcomed the stakeholders to the

meeting and allowed a round of introductions.
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. MrN NO. 02L/2017: MEETING WITH KIDY STAKEHOLDERS
After introductions, the Chairperson informed the stakeholders that the meeting
was called to deliberate on two main issues namely:

a) The County Governments' Budget Ceilings on recurrent expenditures forCounty Executives and County Assemblies for the Financial year
2Ol7 l2O1B; and

b) The Division of Revenue Bill (DoRB) (National Assembly Bill No. 2 of 2OtT).
The Chair invited the stakeholders to make presenattion first on item (a).

Presentation bv Cabinet Secretarv. National Treasury

He informed the Committee that:

a) they submitted the draft DoRB to the National Assembly in November 2016.
b) The proposed equitable share was Ksh s. 299.1 billion following an IBEC

agreement. This was an increment (from 280.3 billion for Fy 201612Ol7)
which factored an 6.72oh increment due to inflation impact

c) The proposed conditional allocation of 13.57 billion and an extra addition of
Condition grants from Fuel levy, loans and grants of Kshs. 20.4 billion.

d) In January 2OLT t}re National Assembly published DoRB indicating that the
county's equitabie share is Kshs 291.1 billion, this was 3.9o/o adjustments to
2016 I 2O17 County Government,s equitabie share.

e) The National Treasury proposal on DoRB was informecl by the criteria set out
in Article 2O3(1)

0 The difference in proposed figures by CRA and National Treasury were as a
result of:
- CRA used average growth rate (15.09%) of audited shareable revenue

raised nationally over the past three years, NT use cost escalation at an
average of 6.72o/o.

- CRA adjustments of Kshs. 8.43 billion for construction and rehabilitation
of class D roads. NT would not consider this since devolving of class D
was not yet formalized.

- NT provided Ksh.605 million to supplement financing for construction of
count5r headquarters for 5 counties whereas CRA treated this allocation
as a new grant and proposed Ksh. 1 billion. (the o/o counties were Isiolo,
Lamu, Nyandarua, Tharaka Nithi and Tana River)

- CRA provided proposed Ksh. 2oO miliion for Spacial purpose Conditional
grant for Medical purposes. However, this was intended to be a one-off
allocation.

- cRA also provided new conditional grant as follows:

' Establishment of two regional cancer treatment centre Ksh. 5 billion
. Provision of library services of Ksh. 4OO million

a
J



a Rehabilitation of village polytechnics Ksh' 1.5 billion

g) Free maternity healthcare would be disbursed through NHIF.

h) Equitable share would be distributed to the county's using the 2"d generation

formuia.

ntation Cornmissio of Revenue n

The representatives of CRA informed the Committee that:

a) The initial recommendation for equitable share was Ksh. 322.8 billion
b) the Ksh.291bi11ion proposed by National Assembly is far below and does

not factor in the impact of inflation. Secondly the figure indicates a very

minimal growth of revenue.
c) There was some agreement that increase in equitable share to reflect

revenue growth rate.
d) Later, due to emerging aspects they revised their proposal Ksh.314 billion.

Presentation bv Council of rs ICOGI

The representatives informed the Committee as follows:

a) The equitable share should increase at least with a rate which is simiiar to
inflation rate.

b) Their proposal for equitable share was Ksh. 322 brlhon which was guided

by the CRA recommendations.
c) If the free maternal health care was to be channeled through the NHIF

then it should not be reflect in the bill as an allocation for the counties.

d) The allocations from Road Maintenance Fuel Levy Fund should increase

from 15% to 25oh since the levy increased from Ksh. 13 to Ksh. 18.

e) The proposal from National Assembiy would inhibit the county government

from conducting their operations smoothly.

0 There was an agreement between Treasury and COG that Ksh. 319 million
should be allocated for Library services and Ksh. 8.4 billion for Class D

roads that were transferred to the County governments'
g) Allocations for development of village polytechnics should not be a

conditional grant; ECD was not provided fof in a Similar manRer.

h) There was a tendency of the national government presumptuous that

issues that are of national interest were national functions.

Presentation bv Countv Assemblv Forum (CAFI

4

CAF Chairperson inforr4ed the Committee that:



a,) The issues raised by COG were their concerns.
b) The free maternal health care fund if channclcd through Ni{IF, it irnplies

that County Assembiies cannot appropriate the fund, thus its not zrn
allocatior-r for counties.

CS responses to some issues that were raised:

a) in consideration of division of revenue its was important to consider
factors enumerated in Article 2O3 of the constitution; factors like
population growth and cost of services were very critical.

b) Class D roads had never been devolved; the Roads Bill,2015 in the
Senate would ensr-lre the proper devolution of the class of roads. This
would justify the increase in allocation from Fuel levy fund from 15% to
25%.

c) IBEC had agreed on channeling free maternal health care fund through
NHIF.

d) The allocation for compensation for user fees forgone would in future
lncrease proportionately.

The Committee noted that IBEC had failed to agree on the appropriate
allocation for equitable share.

The Committee thanked the participants for their presentation and promised
that the committee will determine the appropriate allocations.

MIN NO.O22/ 20L7: ADJOURNMENT

There being no other business the Chairperson adjourned the sitting at 12:45
pm

SIGNED

DATE

(CHATRPERSON)

'7$lr:,i i i,.,,1 't
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PRESENT

l. Sen. Peter Ole Mositet
2. Sen. Moses Wetang,ula
3. Sen. (Prof.) peter Anyang,Nyong,o
4. Sen. (Dr.) Wilfred Machage
5. Sen. (Dr.) Agnes Zani
6. Sen. Mutula Kilonzo Junior

ABSENT WITH APOLOGY

1. Sen. Billow Kerrow
2. Sen. Zipporah Kittony
3. Sen. Beatrice Elachi
4. Sen. Aaron Kipkirui Cheruiyot
5. Sen. Paul Ben Njoroge
6. Sen. G.G Kariuki
7. Sen. (Dr.) Boni Khalwale
8. Sen. Mutahi Kagwe
9. Sen. (Prof.) John Lonyang,apuo
10. Sen. Catherine Mukite

IN ATTENDANCE

SENATE SECRETARIAT

1. Mr. Victor Bett
2. Mr. Christopher Gitonga
3. Mr. Benjamin Ngimor
4. Ms. Lucy Radoli
5. Mr. Eugene I-uteshi
6. Ms. Paula Wanjiru

-Vice Chairperson (Chairing)
-Member
-Member
-Member
-Member
-Member

- Chairperson
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member
-Member

- Clerk Assistant
- Clerk Assistant
- Parliamentary Budget Officer
- Legal Counsel
- Audio Officer
- intern

MIN NO. 20t PRELIMINARIES

The chairperson called the meeting to order at 10.30 am. This was followed by 6yword of prayer.

I

THE
AT

23RD

't'H
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MIN No. O24l2o17: ADOPTION OF THE AGENDA

The agenda of the meeting \,vas adopted with amenclmcnts having been proposed

b), Sen. (Prof.) Peter Anyang'Nyong'o and seconded by Sen' (Dr') Agnes Zam'

MIN NO. o25 /20L7: SUBMISSIONS FROM MEMBERS OF THE PUBLIC

oN DMSION OF REVENUE BILL, 2OL7

The chair informed the Members that The Institute for social Accountability had

sent submission in which they indicated that:

a) National Treasury had proposed a growth rate of 6'70/0 for the equitable

share to counties; amounting to Ksh' 299'l billion'

b) In 2017 BPS, Treasury had projected revenue growth rn'ould be at l3yo'

c) Its their recommendations that Financial Year 2Ol7 12O18 equitable share

forthecountiesshouldbeasrecommendedbythetreasury.

MIN NO. 026 OLTz CONSIDERATION OF THE BILL

The committee noted that there was need to make a resolution on:

a) The countY equitable share'

b) Disbursement of free maternal health care fund through NHIF'

c)Incrementofallocationfromfuellevyfroml5%to25oh.

The Committee suggested as follows:

a) Consideration of proposing county equitable share higher than Ksh' 322

billion,notingthedemandsofpersonnelinhealthsectorandprovisionof
county library servrces.

b) Alternatirres of channeling free

channels other than NHiF'
maternal health fund through other

MIN NO. o27 I 2U^L7

There bcing no other business the Chairperson adjourned the sitting at 11:20

a[r

SIGNED
(CHAIRPERSON)

DATE dS {c,l lec r r

2
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MINUTES OF THE 6TH SITTING OF THE SENATE STANDING COMMITTEE ON
FINANCE. COMMERCE AND BUDGET HELD AT COUNTY HALL, GROUND
FLOOR BOARDROOM PARLIAMENT BUILDINGS ON TUESDAY, 2STH
FEBRUARY, 2017 AT 10. ooA.M.

PRESENT

1. Sen. Billow Kerrow
2. Sen. Peter Ole Mositet
3. Sen. (Prof.) Peter Anyang' Nyong'o
4. Sen. Zipporah Kittony
5. Sen. (Prof.) John Lonyang'apuo
6. Sen. Mutula Kilonzo Junior
7. Sen. Beatrice Elachi
8. Sen. (Dr.) Agnes Zanr
9. Sen. Aaron Kipkirui Cheruiyot

ABSENT WITH APOLOGY

- Chairperson
-Vice Chairperson (Chairing)
-Member
-Member
-Member
-Member
-Member
-Member
-Member

-Member
-Member
-Member
-Member
-Member
-Member
-Member

l. Sen.
2. Sen.

3. Sen.

4. Sen.
5. Sen.

6. Sen.

7. Sen.

Moses Wetang'ula
(Dr.) Wilfred Machage
Paul Ben Njoroge
G.G Kariuki
(Dr.) Boni Khalwale
Mutahi Kagwe
Catherine Mukite

IN ATTENDANCE

SENATE SECRETARIAT

1. Mr. Boniface Lenairoshi
2. Mr. Victor Bett
3. Mr. Christopher Gitonga
4. Mr. Benjamin Ng'imor
5. Ms. Lucy Radoli
6. Mr. Eugene Luteshi
7. Mr. Chelang'a Maiyo
8. Ms. Paula Wanjiru

MrN NO.O28|2O17:

- Principal Clerk Assistant
- Clerk Assistant
- Clerk Assistant
- Fiscal Analyst
- Legal Counsel
- Audio Officer
- Research Officer
- Intern

PRELIMINARIES

The Chairperson called the meeting to order at 10.30 am. This was followed by a
word of prayer.

MIN NO. O29l2OL7z ADOPTION OF THE AGENDA
The agenda of the meeting was adopted having been proposed by Sen. Mutula
Krlonzo Junior and seconded by Sen. Zrpporah Kittony.



MIN NO. O2612O17: CONFIRMATION OF MINUTES

The minutes of the 2",1 sitting held on Tuesday, 14th Febru&T, 2Ol7 at 10 am in
County Hall, Ground Floor Boardroom, were confirmed as a true record of the
proceedings of the Committee having been proposed by Sen. Zrpporah Kittony and
seconded by Sen. Aaron Kipkirui Cheruiyot.

The minutes of the 3'd sitting held on Tuesday, 2l"t Febru?ry, 2OI7 at 10 am in
County Hall, Ground Floor Boardroom, were confirmed as a true record of the
proceedings of the Committee having been proposed by Sen. Peter Ole Mositet and
seconded by Sen. Ztpporah Kittony.

The minutes of the 4th sitting held on Wednesda! 2)nd February, 2Ol7 at 10 am in
Senate Chambers, Main Parliament Building, were confirmed as a true record of
the proceedings of the Committee having been proposed by Sen. (Prof.) Peter
Anyang'Nyong'o and seconded by Sen. Aaron Kipkirui Cheruiyot.

The minutes of the Sft sitting held on Thursday, 23rct February, 2Ol7 at l0 am in
County Hall, Ground Floor Boardroom, were confirmed as a true record of the
proceedings of the Committee having been proposed by Sen. Mutula Kilonzo
Junior and seconded by Sen. (Prof.) Peter Anyang'Nyong'o.

MrN NO. O3Ol2Ot7: CONSIDERATION AND ADOPTION OF THE REPORT
oN DMSTON OF REVENUE BILL, 2Ol7

The Committee considered and adopted the report on the Division of Revenue bill
with the following recommendations:

a) The county equitable share amounting to Ksh. 314.6 billion.
b) Conditional ailocation amounting to Ksh. 38,17O,179,761 which

includes additional conditional allocations from loans and grants
amounting to Ksh. 5,548,779,761.

The report was proposed by Sen. Peter Ole Mositet and seconded by Sen. Mutula
Krlonzo Junior.

MrN NO.O3Ll2OL7: ADJOURNMENT

There being no other business the Chairperson adjourned the sitting at 11:2O am

SIGNED

DATE

(CHATRPERSON)
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REPUBLIG OF KENYA

THE NATIONAL TREASURY

BRIEF ON THE NATIONAL TREASURY RECOMMENDATIONS ON THE SHARING
OF REVENUE FOR THE FINANCIAL YEAR 2017118

PRESENTED AT A MEETING OF THE SENATE COMMITTEE ON FINANCE,
COMMERCE AND BUDGET

ON

22nO FEBRUARY 2016





2.

DIVISION OF REVENUE FOR FY 2016117

In November 2016, the National Treasury (N'l-) sLibmitted to parliarnent the l3udget
I'}olicy Statement (BPS), 2017, together with the Division of Itevenue Bill (DoRB ),2017.
Based on this submission, County Governments' FY 2017l18 equitable revenue share
allocation was estimated at Kshs. 299.1 billion. l-his had been arrived at by adjusting the
cottnties' 2016/17 equitable share (i.e. KSh.280.3 billion) by a factor of 6.7Zpercent,
which is the average month-on-month inflation for FYs 2013114,2014/15 & 2015/16, as
reported by the Kenya National Bureau of Statistics (KNBS). NT's justification for using
inflation as an adjustment factor was intended to ensure that counties are adequately
compensated for escalation in costs related to the delivery ol'devolved functions.

It should be noted that the above grofih factor had also been agreed at the meetilg of
IBEC Finance and Budget Cornrnittee held on 11'l'November 2016 at the'l-reasurv
Building.

3 ' At the same meeting rnembers had proposed that the remaining equitable share of revenue
after growing the shares of National and County Governments by a factor of 6.72percent
be equitably divided on the basis of 80:20 ratio (i.e. SOYo to National Government and
20% to County Governments) after deducting: (a) Tax refunds; and (b) the cost of any
new additional conditional allocations to counties. There was, however, no agreement on
this proposal and it was resolved that there was need for further consultations.

4. On January 6't',20lJ,the National Assembly published the DoRB which proposes that
County Governments'equitable share allocation in FY 2Ol7/18 be set at Kshs 291.1
billion. Table 1 summarizes differences between the DoRB published by the National
Assembly and the one submitted to Parliament by the National 1-reasury in November
2016.It should be noted that based on the DoRB published by the National Assembly, rhe
proposed equitable share for county Governmcnts in F'Y 2011/18 (i.e. Kshs 2g1.1 billion)
represents an adjustment of 3.9 percent (or Kshs 10.8 billion) over the Fy ZOl6llT
baseline of Kshs. 280.3 billion. Nevertheless, counties' equitable share allocation in the
DoRB published by the National Assernbly is equivalent to 3 I .l percent of latest audited
revenues for FY 2013/14 (i.e. Kshs 935.7 billion).





f'ablc l: NT',s DoRB proposals vis-il-r,is National Asscmb ly's Published DoRII
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5' In addition to the above, the foilowing four points should be noted:a) fhe fi'ee maternal healthcare conditional allocation of Kshs 3.4 billion -- which untilFY 2016/17 was disbursed directly to county Governments fi.om the Exchequer --becomes a special grant to the National I-lealtli Insurance Funct (NHip;. .fhe 
grant willbe reimbursed directly to contracted health institutions through existing Ni-llF

systems' Among other benefits, it is expected that this new arrangement will elirninatedouble claims by facilities (i.e. from both the free maternal care programme andNHIF' and other community based health insurance programmes) as well as"intermediaries" in the flow clf funds, thereby improving efficiency.

b) county Governments' equitable share of revenue in Fy 2ol7/lg is to be distributed
according tcl the revised revenlle sharing (second generation) criteria, The revisedcriteria was recommended by the commission on Revenue Allocation (cRA) andapproved by the Senate and the National Assembly respectively, on 20,i;p;1 ;;;
22nd June, 2016' The criteria takes into account population (45 percent), basic equal
share (26 percent), poverty (18 percent), land a.eo (8 percent), fiscal responsibility (2percent) and development factor (1 percent).

c) The National Treasury has written to the National Assembly and the senate proposing
amendments to the DoRB, which are aimecl at enhancing counties, co,ditional
allocations shown in Tabte 1. If passed by Parliarnent, the proposed amendments will
ensure that the counties receive an aclditional Kshs 5.5 billion in F'y 2ol7/lg, through:
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' a Kshs 985'8 million grant fi'om the Iiuropean lJnion (EU) to support the Nationaland the county (ioverntnents' capacities in the managemcnt ol. devolution andaccountable fiscal decentralization for local economic development;
' a Kshs 2'8 billion IDA creclit to finance the l)'ansforming I-Iealth Systems forUniversal Care project;
r another IDA credit, amounting to Kshs I.l billion, to finance the NationalAgriculture and Rural Inclusive Growth project; and,r a grant of Kshs 763 million from the Government of Denmark to supplement

financing of county health facilities.

The National Treasuryproposal on the FY 2017/18 Division of Revenue was also informedby the evaluation of the Bill against the criteria set olrt in Article 203(l)of the constitution asrequired under Article 21s(2)(b) of the constitr-rtion. considering the DoRB 2017 sLrbmittedto thc National Assembly by the National 1'reasury, it shor-rrd also be noted, as demonstratedin the table below, after taking into account the criteria set out in Article 203(l) of theconstitution, only Ksh. 114 billion of the shareable revenue is left to finance all otherNational Government need. 'fhis amount is lower than what was available for NationalGovernment needs in FY 2016/17. It is therefore clcar that any increase in the countyallocation would have increasccl the buclget deficit

Table 2: Evaluation of the Division of Revenue Bill, 2017 against Article 203 (l) of the
Constitution

ITI'M DESCITII'TION
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a)

Response to the Recommendations of the Commission on Revenue Allocation

The National Treasury submission to National Assembly on Division of Revenue fbr
I"Y 2017118 proposed to allocate county govemrnents an equitable share of Ksh.
299.1 billion. The CI{A, on the other hand, recorrrrrended County Governmcnts'
equitable share of rcvenue of Ksh. 331.6 billion. The dilference in rhe CRA
recommendation and the National 'l'reasury proposal emanates from the different
approaches used to compute the County Governments' equitable share of revenue .

'fhese include:

Use of difTercnt revenuc growth factor: CRA grows the county equitable share
of revenue by 15.09 percent, which is the averzrge growth rate of auditecl
shareable revenue raised nationally over the past three years. The National
Treasury on the other hand uses an adjustrnent for cost escalation of 6.72 percent.
This growth factor which is derived from month-on-month inflation rate for Fys
2013114, 2014115 & 2015116 has taken into consideration performance of
revenues by smoothing the growth trends.

a

a County equitable rcvenue share adjustment of Ksh. 8.43 billion for additional
county roads: Following the reclassification of roads by the State Department o1'
Infrastructure and subsequent transfer of additional county roads by the defunct
Transition Authority (TA) vide Gazette Supplement No.4 of 22ndApril,20l6, the
CRA proposed to gross up the county equitable share of revenue for 2017/18by
an allocation of Ksh. 8.43 billion for construction and rehabilitation of county
roads.

It should be noted that the defunct Transition Authority Gazetted, 90,000
Kilometres of roads of class Il, F, G and non-classified roads which were
transferred to county governments in the financial year 2013/ 14. The attendant
resources (Ksh. 27 .4 btllion) were subsequently transferred to county governments
through the Division of Revenue Act, 2013.

The National Treasury also recognises that the taskforce established by the
Cabinet Secretary/National Treasury to assess if there were duplication of function
in the national and county governments, also recolnmended that Kshs. 8.43 billion
held by Kenya Rural Roads Authority and the Kenya Urban Roads Authority be
transferred to county governments to follow the transf-er of class D roads
amounting to 32,000 km.

First, it should be noted that the repoft of the tasklbrce have not be considered and
adopted by the SUMMIT and therefbre it wor-rld be pre-mature to reflect such
recommendations in DoRB 2017. In light of the foregoing, it is not possible to
incltrde in the DoRB 2017 the recommendation of the CRA and the taskforce. In



addition, the Ministry responsiblc for roacJs has requcsted fbr further consultations
on this matter

' County equitable rcvenue share adjustmcnt of Ksh. 319 million from Kenya
Librarics Services to cater lbr salarics and opcrations of devolved libraries:
The CRA has proposed a further adjustment of the equitable revenue share to
include au allocation of Ksh.319 rnillion to salaries and operations of devolved
libraries in FY 2017/18. fhe National l'reasury view is that this amounts can only
be transferred to counties upon the forrnal adoption of the report of the taskforce
(referred to above) by the SUMMi.f.

b) On the existing additional conditional grants: CRA proposed a total allocation to
existing additional conditional grants of Ksh. 27.1 billion against an allocation by the
National Treasury of Ksh.21.4 billion. The clifferences inproposccl allocations of the existing
additional conditional allocations to counties is as a result of ;-

r CRA use of a growth factor of 5 percent inflation ratc to increasc all the
existing conditional grants. fhe existing conditional allocations include
allocations for; Level-5 hospitals, Free Maternal I{ealth Care, Compensation for
User fee forgone, leasing of medical equipment ,county roads funding from Roads
Maintenance Fuel Levy, special purpose grant for Emergency Medical services
and Supplement for construction of five county headquarters. It should be noted
that allocations for the various conditional additional allocations are determined
through the national MTEF budget process based on the need/weight attached to
the national government policy objectives that the allocations are intended to
support.

cRA has proposed an allocation of 25 "h to counties from the Roads
Maintenance Levy Fund OfMLF) translating to Ksh. 13.3 billion, whereas the
National 1'reasury has maintained I 5 %o allocation fi'clm ITMLF which translates to
Ksh. 7.9 billion which is an increase of Ksh. 3.6 billion from the previous
financial year. CRA justification for this increase is to provide funds lbr
maintenance of the 32,000 Km of roads transferred to counties. The taskforce
appointed by the Cabinet Secretary/National freasury hacl also recommended that
25 percent of the annual collections in the RMLF be transferred to counties. As at
the time of subrnitted the DoRB 2017, discussion with the Ministry of fransporr
and Infrastructure had not been concludcd Besides, the Ministry of fransport and
Infrastructure (Mo'I'I) has argued that rcsource requirement for the maintenance ol.
roads assigned to national government is much higher than for the roads assigned
to county governments. The MoTI has therefore argued that there is need to have
further consultations on the recomrnenclations by the taskforce. Consensus has,
lrowever, been reached at the IIIEC meeting held on 21't February 2ol7 to
increase tlre grants to counties frorn the Ii.Ml,F from l 5yo to 25yo.

a



a National I'rcasury has provided fbr Ksh. 605 million to supplement county
financing fbr the construction of county headquarters in five counties. 'I'he
CRA has treated this allocation as a new grant and has proposed an allocatiop of
Ksh' I billion in the financial year 2017118. However, this is an existing grant
which is phased out for three financiar years beginning 2016/17.

This grant is intended to supplement financing for construction of headquarters by
five County Governments that did not inherit adequate office space. The five
counties are Isiolo; Lamu; Nyandarua, 1'ana River and T'haraka Nithi. F-ollowing
consultations with these counties, it was agreed that construction of county
headquarters be funded at the cost of Ksh. 518 million (Ksh. 3 15.5 million for the
county Executive offices and Ksh. 202.5 million for the county Assembry
offices). The National Government will contribute 70 percer-rt of the budget while
County Governments will contribute 30 percent. Tlie National Government,s
contribution will be spread over tirree financial years. In FY 2016/17, theNational
Treasury allocated a total of Ksh. 605 rnillion lor the construction of county
headquarters (i.e. Ksh. 122 million to each of the five counties). In Fy 21llllg,
the National Treasury is allocating Ksh.605 million (i.e. Kshs I2l million per
county).

' The CRA has also provided for Ksh. 200 million special purpose conditional
grant lbr Medical purposes. 'I'his grant was intended to upgrade the two level 4
hopsitals in Lamu and 'fana River counties to be able to adequately deal with
health care demands arising from security operations. This grant was intended to
be one-off allocation in the financial year 20l6/17.

c) Further the Commission on Revenue Allocation has in the F-y Z0l7/18 proposed now
conditional allocations amounting to Ksh. 8.9 billion that the National Treasury has not
included in the Division of Revenue Bill. These have further contributed to the variance
between the National freasury and the Cl{A proposals on division of revenue for Fy
2017 / 18. These include;

Allocation to cater for establishment of two Regional Canccr treatment
centres at Ksh. 5.0 billion: - CRA has proposed an additional conditional
allocation of Ksh. 5.0 billion for establishment of two Regional Cancer Centres, at
a cost of Ksh. 2.5 billion each. 'l'hese centres are intended to complement the
Governments program of leasing medical equipment for counties with cancer
diagnostics equiprnent. In addition, these cancer diagnostic equipment are
intended to ease pressure at Kenyatta National Flospital and Nyeri Level 5 hospital
for surgical, chemotherapy and Radiotherapy services.

National Treasury appreciates this proposal which plan if irnplemented would
boost chances of the country plan to achieve universal healthcare access. Such a
program, however, rcquires careful planning to ensure that aclequate human and
financial resollrces can be availed to guarantee the sustainability and viability of

a





a

such a program. There is no evidence of any consultation with the Milistry of
I{ealth which provides policy leacrership o, sucrr matters.

Additional conditional allocations fbr Library services of Ksh. 400 million -
the proposed new conditional aclclitional allocation by cRA of Ksh. 400 million is
meant for building and ecluipping 20 counties with libraries at a cost of ksh. 20
million each. This is to achieve equity given that it's only in these 20 counties
that there are no libraries whereas other counties havc more than one.

Proposal for conditional grants such as this should be prepared in accordance with
the framework fol intcrgovernnrental fiscal transfers as ag.".d. Ultimately these
should be anchored in the uational policy. Only then can such be considered for
inclusion in the DoRB 2017.

Conditional additional allocation for thc Il.ehabilitation of Village
Polytechnics of Ksh. 1.5 billion: - the CRA has further proposed a1 additional
conditional allocation of Ksli. 1.5 billion from the national government share of
revenlre to county governments so as to build, equip and renovate village
polytechnics. The CRA further arglle that these village polytechnics will go a long
way to servc as centres of excellence to empower youth with the requisite skills to
generate employrnent. At the time of subrnitting the proposals on division of
revenue for IrY 2017/18, National lreasury had not identifiecl resources to support
youth polytcchnic. A decision has, however bcen reachecl with thc National
Assembly to providc contlitional grants to counties amounting to Ksh. 2
billion torvards the financing of youth polytechnics.

a

Mr. Henry Rotich, trGH
Cabinet Secretary/National Treasury

22"d Februar y 2017
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REPUBLIC OF KENYA

ELEVENTH PARLIAMENT

THE SENATE

lntheMatterofConsiderationoftheDivisionofRevenueBill(National
AssemblY Bills No' 2 of 2017)

Article ll8 of the constitution and standing order 1ro of the senate standing
Orders

Foilowing the submission of the Division of Revenue Bill (National Assembly Bills No 2

of 2017), to the Senate by the Natlonal Assembly' the Bill was committed to the Standitrg

Committee on Finance, Commerce and Budget for consideratlon pursuant to Standing

Order 130, as read with Standing Order 160 of the Senate Standing Orders.

PursuanttotheprovisionsofArticlel.l8andstandingorderl30(4),theStandingCommittee
onFinance,CommerceandBudgetnowinvitesinterestedmembersofthepub|tcto
submitanyrepresentationSthattheymayhaveontheDivisionofRevenueBill,2olT.The
representationsmaybemua"o,attyorbysubmissionofwrittenmemorandainthefollowing
manner:

1. pubric Hearings shail be herd on Thursday, 23'd February, 2017 from 1O:OO a'm' to l'oo

p.m.attheMiniChamber,FirstFloor,countyHall,ParliamentBuildings,Nairobi;or

2.WrittenMemorandamaybeforwardedtotheClerkoftheSenate/Secretary'
Parliamentary service commission, P.o. Box 41842.oo1oo, Nairobi, hand-delivered to

the office of the creir, iiiri er"oi Main partiament Buildings, Nairobi or emailed to

csenate@parliament.go'ke,tobereceivedonorbeforeThursday,23'dFebruary,2oITat
5.OO P.m.

The Division of Revenue Bill (National Assembly Bill No' 2 ot 2017) may be found on the

Parliament website at http:/www'parliament'go'ke/senate'

J. M. NYEGENYE, CBS,

CLERK OF THE SENATE/ SECRETARY

PARLIAMENTARY SERVICE COMMISSION.
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COMMISSION ON REVENUE ALLOCATION

OUR REF. CRA/CSO lP&SltrlVOL.iI (oz) DATE: ztst February zot7

Mr. Jeremiah M. Nyegenye 
@'nr., Lr;v^ql "Atlt,*'
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RE: CRA RECOMMENDATIONS ON THE DfWSION OF
BILL, zotT

The Commission on Revenue Allocation has considered the provisions of the
Division of Revenue Bill, 2ot7 (National Assembly) which allocates county
governments equitable share of Ksh.zgr,s36 million for financial year zorT/t9.
Consequential to this allocation, the county governments' equitable share wiil
increase by a paitry J.87 per cent, from their aliocation of Ksh.z8o,Soo miilion in
zot6lt7. It is also important to note that in real terms, the allocation to county
governments for zorTlt9 is iess than the allocation for zot6frT taking into
account the average inflation rate of 6.72 per cent.

The national government equitable share for zotTlr8 has been increased by tS.Z
percent from IGh.r,o99,B99 to Ksh.r,z5o,549 million. This amounts to inequitable
sharing of revenues between the national and county governments.

Further, the division of revenue Bill zorT understates the national government
equitable share by Ksh. t2,2o1 million, being allocations to county governments
from the national government share. This allocation should first be reflected as
part of the national government share before a contra-entry is made in the county
government share.

In this regard, the Commission recorlmends as follows:

1. To ensure equity, in the sharing of revenues between the two ievels of
government, that a two-step approach be followed:
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a. Both levels of government eqtritable shares for zo;:6f 17 be adjusted

first by the three year average inflation rate of 6.72 percent.
zor6l 17 zorT /rB

i. National government t,ogg,B99 t,t7g,Btz
ii. County governments z8o,3oo 299,t36

b. Based on the projected shareable revenue of Ksh.r,549,4L2, that the
balance of ksh.76,464 be shared at a ratio of Bo:zo between the
national and county governments. The Bo:zo ratio is based on the
shareable revenue between the national and county governments for
Financial year 2ot6f tT.

zot6 /r7 zorT l rB
i. Nationai government L,ogg,Bgg (Bo%) 6r,17r
ii. County governments z9o3oo(zo%o) 15,292

This will increase the sharable revenue allocation for national
government to Ksh.r,z34,983 and the county governments to
Ksh.3r4,4z8 for zorTltB. For both levels of government, the revenue
growth factor is equal to tz percent.

z. That based on the recommendations of the Technical Committee of the
Summit, County governments be allocated the following additional
revenues in financial year zotTltB:

a. Ksh.B,43cl miliion from the Niinistry of Roads fcrr additional 89984
kilometers of class D roads,

b. Ksh.319 million from Kenya Library Services for salaries of devolved
staff working in 44 libraries across different counties

c. IGh.r3,z96 million being 25 percent of the Road Maintenance Levy
Fund.

The delay by the Summit to adopt the recommendations of the Technical
Committee as rightfully noted in the Division of Revenue Bill, zorT is no
justification to deny county governments revenues for two financial years.

2
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Our Ref: COGllfit (57)

J.M. Nyegenye CBS

Clerk of the Senate
Clerk's Chambers
Parliament Buildings
NAIROBI

Jacqueline Mogeni
Chief Executive Officer

Copy: All Excellency Governors

Hon. Mutava Musyimi, M.P.
Chairperson, Budget & Appropriations Committee
National Assembly
NAIROBI
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The Council of Governors respects Article 6(z) of the Constitution which provides t{i
MEMORANDUM ON THE DlVlSION OF REVENUE BILL zorT rl

the
two levels of government are distinct but inter-depended and shall conduct their mutual
relations on the basis of consultation and cooperation.

It is on this premise that the Council of Covernors officially submit it recommendations on
the published National Assembly's Bill on the zorT Division of Revenue.

Your consideration on the same will be appreciated
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COUNCIL OF GOVERNORS

MEMORANDUM TO THE SENATE STANDING COMMITTEE ON FINANCE,
COMMERCE AND BUDGET ON THE DIVISION OF REVENUE BILL zotT

FROM

THE COUNCIL OF GOVERNORS

z3RD FEBRUARY zorT



lntroduction
Article zoz of the Constitution provides that:
(t) Revenue raised nationally shall be shared equitably among the national and county
governments;

(z) County governments may be given additional allocations from the national's share of
the revenue, either conditionally or unconditionally.

The allocation of revenue raised (for the financial year zotTl'r8) by the National Covernment
between the two levels of government will be guided by the Division of Revenue Bill, zotT

(DoRB). The Council of Governors has reviewed the DoRB and raises the following concerns

on the same:

1. Growth factor of County Governments Equitable share:

The National Treasury had used a growth factor of 6.72% as an average of month-to-month
inflation for FYs zot3lt4, zot4lt5 and zot5lt6 thereby adjusting the County Governments'
equitable share to Ksh 299.t billion.

CRA on its part had proposed an increase of 42,55o million to County Governments using a

three year average revenue growth rate of t5l8% with the years considered being zot3lt4;
zot4lt5 and zot5/t6. The Commission therefore recommended an equitable share to Counties

of Ksh 33t.5 billion.

The National Assembly however in its published Bill has disregarded these two proposals and

made a reduction to Counties Equitable share to Ksh z9t.o bitlion without any justification. The

National Assembly has adjusted the Counties equitable share by 3.lZ without any justification.

Clearly 3.7%revenue adjustment is below the average inflation rate which stands at 6.72%.

Whereas we did not accept the National Treasury's proposal of 6.72%, clearly a growth rate of

3.7%is unacceptable as Counties revenues will reduce in real terms.

It also to be noted that through an IBEC directive, the Intergovernmental Budget and

Economic Council (IBEC) Budget Committee was tasked to come up with a scientific criteria
for weighting of the growth factor of revenue for county governments during the division of
revenue and came up with the following recommendations:-

The National Covernment's equitable share should also be subjected to the 6.72 percent
adjustment factor, and that the shareable revenue remaining at the top to be equitably
divided using an 8o:zo ratio -- i.e. 8o percent to the National Covernment -- after deducting: i)
refunds of VAT, excise, customs and stamp duties, etc.; and which currently stands at Ksh t5

billion, ii) the cost of any new additional conditional allocations to the counties.

The Council of Governors recommends an equitable share is Ksh 3zz billion to County

Governments. (See table below)
z. Under-funded Functions:
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a) County Roads

The Summit which convened in February 2016 agreed to the formation of a taskforce to
analyze the extent of duplication that exists between the National and county governments in
their undertaking of both exclusive and concurrent functions in accordance with the Fourth
Schedule of the constitution and to identify corresponding budgetary resources which will
follow the transfer of functions identified. Based on this the task force recommended the
following:-

Based on the reclassification of class D roads with 3r,456.4 Km being transferred to the County
covernments, the taskforce recommended for the reallocation of Ksh 8,43o million from the
Ministry of Roads to County governments as attendant resources to the additional kilometers.

Due the additional transferred kilometers of roads to Counties which expanded the road
network in the counties, the taskforce also recommended the increment of the fuel levy fund
from the current 5% of Ksh 7.9 billion to z5% which would translate to Ksh r3.r billion. The
t3.t billion is based on the projected Ksh 55 billion worth of revenues by the Kenya Roads
Board.

The Council insfsts that these allocations must be included in the Division of Revenue zot7.

b) Library services

59 libraries were devolved with no attendant resources. The inter-agency technical committee
of the summit proposed that Kshs.3t9 million should be devolved to follow this function. The
DORB however, fails to take into account this proposal, citing that the report of the taskforce
has not yet been considered and adopted by the Summit. As reiterated earlier, as at 4th
March zot6, all functions assigned to Counties were automatically transferred. This includes
library services.

Therefore, the DoRB must make allocation for tibrary services, which is a County function,

c) Museums

Transition Authority devolved this function without identification of attendant resources.
The Council of Governors is requesting the Senate to allocate funds for this particular function.
d) Maternal Healthcare
The National Assembly has proposed for the transfer of maternal healthcare allocation formthe County Governments to the National Health lnsurance Fund to be disbursed as
reimbursements. The earmarked allocation is Ksh 3.4 billion.

The Council points out that this allocation not only has been reduced from the Ksh 4.r billion
but has been transferred to NHIF. The allocation should have been increased based on inflation
rate rather than be reduced. The population has also grown with increased birth rates.

The Council recommends that the monies for this be deducted from National Government
budget since this is not an extra allocation to Counties.
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e. Compensation for user fees forgone
It is noted that the amounts allocated for user fees have been constant irrespective of inflation

and population growth.
Council recommends that the amounts the reviewed considering population growth and

inflation.

). National Debt:
The guidelines on borrowing should be implemented consultatively. The Loans and

6rants Council should be established to vet borrowing by both levels of government.

+. Pensions:
The National Treasury has only factored the aspect of the pensions for the National

Government staff.
Council recommendation is that staff working at County Governments should also be f actored in

the formula of computation of the provision as they are also public servants and qualify for
pension as they make part of the national obligation.

5. Conditional allocations to County Governme-nts:

a) The DORB has also highlighted that additional allocation to Counties are determined

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

government policy obiectives that the allocations are intended to support.

The Council of Governors insist s that the County Governments through the Council should be

involved in the MTEF process and allocation of all conditional grants.

b) The DORB provides for conditional allocations financed by other loans and grants

received from development partners and government counterpart funding. The DORB makes

note that these funds cannot be transferred to County Covernments in the FY 2017118 but

will be managed by the Notional Covernment because they are tied to financing agreements

which were entered into prior to the inception of County Covernments. The Council maintains

that all financing agreements must be aligned to conform to the devolved system of

governance and must operate within the Public Finance Management framework. Anything

contrary to this would be an illegality.

The Council position is that the Nation al Government, must, in good faith, respect the integrity

and independence of County Governments and in this regard seek to modify financing

agreements that touch on County functions.
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6. EstablishmentoftwoRegional eanc,erReferral Centresatacostof Ksh.z.5billioneach
The Council proposes for an allocation of Ksh 5 billion to go towards the construction of two
re$ional cancer centres. There is cancer epidemic in the Country and the national referral
hospitals are unable to cater for the epidemic.

This allocation should form part of the National interest conversation and allocations made on
the same.

7. Emergency (Contingenqies_and strategic grainr,ese,rve):
There is a provision for Kshs. 6.2 billion towards flexibility in responding to emergencies and
other temporary needs. This fund should be equally allocated to both levels of government
since they both respond to emergencies. Additionally, the allocation for the Strategic Crain
Reserve should also be considered as a shared responsibility since agriculture is a devolved
function.

8. The DoRB contravenes Articl-e zo3 of the Constitut_ipn in the following asp_ects:
i. Allocation of funds to the National Covernment Constituency

Development Fund (NCCDF) before determining the equitable share between the two levels
of government. NCCDF is a National Covernment fund which should be derived from the
National Covernment portion of the equitable share. This is what is anticipated in the National
Covernment Constituencies Development Fund Act, No. 3o of 2o15 at Section a(r)(a):

'There is established a fund to be known as the National Government Constituencies
Development Fund which shall- (a) be a national government fund consisting of monies of an
amount of not less than 2.5% (two and half per centum) of allthe national government's share of
revenue as divided by the annual Division of Revenue Act enacted pursuant to Article zt8 of the
Constitution'

It is therefore a blatant violation of the NGCDF Act to classify the NCCDF as part of 'national
obligations'. The fund should therefore not be excluded from the National Covernments share.
ln any case, the term 'national obligation' should not be hastily concluded to mean !National
C ov er nment obligatio ns' .

ii. Allocations based on National Interest under Article zo3(r)(a) of the
Constitution.
ln the DoRB, one of the items considered under national interest is actually a National
Covernment project- the primary school digital literacy program. National interest is not
equivalent to National Covernment priorities. National interest must be determined by the
two Ievels and must be based on priorities that contribute to the overall national goals, not
just one level. Matters related to security, economics and youth empowerment are examples
that could be factored as national interest.

What constitutes national interest should not be restricted to National Covernment functions
since the County Covernments also implement projects that of national interest e.g. youth
polytechnics. lssues of national interest should be defined through intergovernmental
consultation.
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Recommendations
The primary school digital literacy program cannot be classified under a project of national
interest and therefore cannot be a deduction from the equitable share. This money should
come from the National Covernment share of revenue.

The following functions have been devolved but should be considered as national interests:
Youth Polytechnics which hardly ever receive adequate allocation yet the youth form the
largest section of the population; and the Early Childhood Education (ECDE) due to its
significant role in childhood development.

The Council proposes that there is need for intergovernmental consultations on national
interest priorities before any allocation is made on the same. This is because these priorities
can also be performed by County Governments through conditional grants and should
therefore not be restricted to National Covernment functions.

Table t: ble Revenue Share Allocation to Cou Governments Kshs Million

NOTE: *Revenue growth f actor

Total Counties equitable share of
revenue

Item

ACTUAL

2016117

NAT!ONAL
TREASURY

zorTlr&

CoG

RECOMMENDATION

2017118

Audited Accounts g)5,653.oo 1,O38,035.OO r,o38,o35.oo

Shareable revenue r,38o,t99.oo 1,549,412.OO 1,549,412.OO

Baseline Allocation 259t775.5o 28Or3OO.OO zSor3oo,oo

Additional Functions funding 8,749.oo

Adiusted Baseline 259,775.5o zBor3oo.oo zB9,o49.oo

Revenue growth factor* 20,525.2O r8,836.2o 19,424.29

z8o,3oo.7o 299,t36.2o 3o8,473.oo

Equitable
allocation

revenue share

6.72% 6.72%7.go%

299.oo 3o8.4+t4.2 = )22.6
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Table z: Vertical Division between National and County Governments (Kshs Million)

Item
ACTUAL

2016117

NT

zorT lt&

CoG

RECOMMENDATION

zotTlr9

t,o99,899.oo t,z4o,73t.8o trt73,Btz.zt

Adjusted Revenue based
inflation rate used for
C overnme nts= Z 31913.21

on the
County

Total allocation for the two levels of
Covernment based on inflation of
6.72% t,46z,B6t.oo
Shareable revenue balance to be
shared between the two levels of
Government on an agreed ratio 8o:zo
Iess tax returns of r5 billion shillings 71,551 .OO

Total National Covernment's
equitable share of Revenue t,t73,869.ot

Free maternal healthcare 4,121.OO 3369.oo 3,4OO.OO

Leasing of Medical Equipment 4,5OO.OO 4,5OO.OO 4,5OO.OO

Compensation for user fees forgone 9OO.OO 9OO.OO 9OO.OO

Level 5 hospitals 4,OOO.OO 4,2OO.OO 4,2OO.OO

Co nstr uctio n of Co unty H ea d qu arte r s 6o5.oo 6o5.oo

Total Conditional 1rants to Counties

from National Government share of
shareable revenues 13,574.oo r3,6o5.oo

Additional ollocations to Counties not
arising from National Government
shareable revenue

Fuel Levy Fund

7,goo.oo
based on 15%

allocation
13,3oo based on 25%

allocation
Kenya Devolution
Programme(levelt &z)

Support

5,5OO.OO 5,5OO.OO

National Covernment
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Number 1, lVendy Court
13 David Osieli Road, off WaiyakiWay

P 0 Box 48353-00100 Nairobi
Tel +254 20 444|167G

Wireless: +254 20 2445489
o'""' ';fflilllSill 'fhe Institute for Social Accountabili ty

I r
V,*"The Clerl< Senate,

Pa riialnerrt Bir ilclings
P.O 8ox,4184.2-00100
1- eiQ5 a -l 222 \29 1 / 2E480 0 0

Nairobi, Kenya

(_*

NI o n d ay, 1 6 J an u a ry2 0 1 7

tr{ansard Report Indicate National AssernbJJr Budget Comrnlttee has slashed
-c-sungiussalia]1s.
'fhe Institute for Social Accountabilitl, (-I'ISAJ is a civii society initiative cornmitted
towards the achievement of sound policy anci good governance in local develcpment in
Ketlya, to uolift livelihoocis of, especially, the poor and marginalizecl. TISA has
estabiished itself as a leading playei'in decentralised gc'rernzlnce fieici ancl nas engaged
wiih reievant state and non-state actors in rhe gllest to promote effective local
go\/ernance in Kenya.

The Division of Reveltue among the national ancl counry levels of government is
provided foi'in Article 218 of the ccnstituticn. Subsequentll,, 411'61- Z0Z provides foi.
equitable sharing of the revenlie raiseci nationally betw'een the national and county
governments, lJowever, there is conrraciicrion in the divrsion of i'evenue to counties for
financial year 2017/18 as evicienced in the iriational Asserrrbly's proposecl reduction on
equitable share to the counties.

Iniightoftheabove, weherebybringtoyolirattenticnihefollo,'rrzingconcernsasstated
in the attacheri memorandum prepareci by the International BuCget Partnership. It is
our intention to engage in the process once the Senate is pr"oneriy seized of the matter,

Best Wishe.s,

P.p $\u*
Waniiru Gikonyo
The National Coordinator
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Duting National Asscmbly's special sitting, MPs had a spccial gift for cotrnties

January 12,2011

Last Novembcr. the Corntnission on Itcver-rue ,\llocatiorr r:eleased recornrnendations for l.rorv
muclr countics sl.rould rcccive rn2017/18. Cli.i\ recommer.rded thatconnries recei.r,e a 15 percent
incr.-.ease, basecl o. the a'clage re\rer-)ue growth ()\rer the pre'ious three 1,s215. This rvor.,lcl grve
counries I(sh 322.8 billion h 2017 / 18 @efore aclcling any conclitional granrs such as the flree
maternitl' grant).

In the Budge t l)ol-icv Slatcrnent 2017, Natiooal T'reasuq, recormnerrded a g1es,1t1 rate of only 6.7
Percent for tl-re ecluitable share to counties. 'Ihis rvas based on a\rerage mor.rthly inflation over the
last three years. Under tl.ris pr-.oposal, cou,ties rv<>rld get I(sl-r 299.1 biliion.

r\ctuai re\renlle o\rer the pnst fi\re vears shots that, reverrue grorvth has consisrentll,been higirer
tl-ran ir-rflatiorl rates. Treasury's ou,'n Budget Policy Statemenr 2017 shorvs tl.rat total ordinarl,
fe\rer]ue is projected to srorv by 13 percent ne\t )/ear. Any reyenue raised above the i-6flation rate
rvould all lle retained b1' the national governrnenr rvlicl.r goes against the principles of flairness in
re\renLle sharing.

In December, the Budget arrd z\pplopriation Cornmirtee of the Nadonal r\ssemblv appeared to
aglee rvith us, ancl raised concerns rvith'I'reasuq,,5 r_rse of infladon as tire adjr:strnent iactor. The
discussion on the floor of tl-re house also raised the unfair narure oITreasury's approach.

Horvever, the f-Iansard shc>rvs tl.rat ir-r its report to the rvhole honse, tl-re committee actualh,
reduced the share to cottnties fr-rrther, by I(sh 8 biliion to Iish 291.1 billjon. No jusrificarion for
this is provided.

coullties trtore llarticttlarly the roacl sector. As tt4errbers ot'Parlianrent especillly t5e National
Assenlbly, we have a responsibility. Wlrat is our responsibility? If the roarJsin the nrraI areas are
intpassable, no leader r,vill be protectecl. The electorate does not ullderstand,{,ho is responsible
tbl a particLrlar t'oad. If rve have clevolved these roacls ro the couuties esltecially Class b roads,
rve necd to allocate therrr resources. Whycalt we not as a colrntry_-_

ro-jccted
ng

t (')ted ktal htabout e cli t()IS oln erevc n u ht t S tlie vL'rt 5ical riha ol' l"treven e eThng
ituCons( lolt tlrcrrtandates Nat r0na Assernb I her rh\\; I thev toget Sena tote aclebate nc1 o11agree

hcl ucl')ltl lclshou to ti csc0tU.] hoand l'lt shouclr feulcl at1) lli at the onalrlatl cnlGov tll1Cn lcvel
to thetinance IOnat na acttCovertttttertt tlvl CArti 2le 0i thei sCoustitutiou (j ls ou t hatp

Srreed beto takerr ll) o ideraticons IIo lr le nrak ciecithat onSI t clef-eats o I catlgl you _qrow
IEditrr lbr th natr I()na Goexpc'r') vcnl e111 tt) Iat J celtt re ex clitut'lper yet yo there tbrgro b p

CScountr tit 16 celt 'llr nfl toat ratcll tir tlrpcr cot-lll at _56. centtry p So hatl)er
a l'c\\re tc'l i the ouc ISIlL]S tha a\\,e notrc tvt n antlrerrr acl tIdi Ior'lil tbr dv evenlotrey lopnrenr,

but are\\,C on ta ki iIC ofe I' thc nl'lati otlv llg it fbrrcs ttlexary l)rcss r S ttha wc
"vhat

yca t\\/iu] fbr
hi CO u do olt) ht nkrtt|y? s0 aI -ook thet k d Iiro1' nctt olis that hatve d\/e cvol toved lre

IS

I
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'Ihe nadonal assernbly's teduced equitable share rneans the revenue grorvth rvill be 3.9 percent,
rvhich is far lorvel than the inflation rate used bv rreasury alcl Iish 3l.7 billion lorver rha' CRrys
rec<>rnmenda tion.

Disclairner'.' The' ttlecfi'ortic t'ersion oJ'thet o.fficittl Honsard Repofi is .fot' irtJbnnatiott ppt?)oses
onlv. A cerfified vet'siott of'this Report can lte obtained.fi.ortt tlte Hartsar1 Elitor..

Year'
lr,ill Reverttte

\\. conrurend ailc-rcathethat tlc)r1 lo 'er'lllllellts tirr thego\ouot)' Financial
-10 7 hiclr1Vl0 EI theti'rr:n s1lra of5 the Divi of!ltlt) iil.B be a5 tol1ou'i: C'oullty
Gol'emrtteut l.rle sliale Kof sir,eqiula sl9 (;)3 anclbilliou conclitiorra lloca(iousa thefbr natir.rual
Got'ertuuertt :ltaretrle ft-).ecIlltfl elluefet a! tbllo S: concli tiorraI locaal tion tor of ruredicaleasiu-q
e of shs4I{ t)cl tuptuellt iliion. ct-rnilitiolaI a tbr' sat1(flt tISel'tbr' TCCSlocalrion colnPell oftblegone

rnl-l 16 DE )

;hs9I\ uiillion.00 o1tcorrcliti al allc-r t-olcai1(]lrs Le Kcrt s4.sir ) tril 1Ll1l. C ouclitioual
llocatiou clbr t)l l ottl-uct1()11 c c':f sh:605KoiuttV aricluriliiouheaclquartels couclitiola il llocaticrn

rehal:li>r' ili tatrorr r-illrrof rtfS shii billiorr.

s

I

hospitals


