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PREFACE

Mandate and Functions of the Committee

Mr. Speaker Sir, Article ).24 ol lhe Constitution of Kenya, provides for the
establishment of committees by either House of parliament. committees are
central to the workings, roles and functions of parliament as set out in
Article 94 and more specifically in Article 96 of the constitution as regards
the Senate.

Parliamentary committees consider policy issues, scrutinize the work and
expenditure of the national and county governments and examine proposals

for legislation. The roles of committees are twofold, investigative process

and deliberative process. The end results of these processes are reports to
the House in Plenary on inquiry of certain issues under the mandate of a
particular committee.

Mr. Speaker Sir, the Standing Committee on Finance, Commerce and
Budget was established pursuant to The Senate Standing Order No. 20g. The
committee is mandated to "inuestigate, inquire into and report on all matters
relating to coordination, control and monitoring of the countg bud"gets and to
discuss and reuietu the estimates of the county gouerrtments and_ make
recommendations to the Senate, examine the Budget policg Statement

presented to the Senate, examine and report on the budgets allocated to
constitutional commissions and independent offrces and examine Bitts related
to the countg budget, including the Diuision ofReuenue Bilt and examine and
to consider all matters related to resolutions and Bi s for appropiations,
share of national reuenue amongst the counties and all matters conceming the

national budget, including public finance, and monetary policies and. pubtic
debt, trading actiuities and commerce, tourism, inuestment and_ d"iuestiture
policies, planning and deuelopment policy."
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Membership of the Committee

Mr. Speaker Sir, the Fourth Schedule of the Senate Standing Orders
provides that the committee "shall consist of the chairperson and not more

than fifteen other members" The Committee is composed of the following
Senators: -

1. Sen.

2. Sen.

3. Sen.

4. Sen.

5. Sen.

6. Sen.

7. Sen.

8. Sen.

9. Sen.

10. Sen.

11. Sen.

12. Sen.

i3. Sen.

14. Sen.

15. Sen.

i6. Sen.

Biilow Kerrow

Peter Ole Mositet

G. G. Kariuki, EGH

Moses Wetang'ula, EGH

Beatrice Elachi

Mutahi Kagwe, EGH

(Dr.) Boni Khalwale,

(Prof.) Peter Anyang Nyong'o, EGH

(Dr.) Zipporah Kittony
James Mungai, MP

Catherine Mukiite Nabwala

Mutula Kilonzo Junior
(Prof.) John Lonyangapuo

Paul Njoroge Ben

(Dr.) Wilfred Machage

(Dr.) Agnes Zani

-Chairperson

-Vice- Chairperson

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

BACKGROUND AND EXECUTIVE SUMMARY

Mr. Speaker Sir, Article 218 of the Constitution provides that ,,Al least ttto
montLs before the end of each financial year, there shall be introduced .in

Parliament a Diuision of Reuenue BiIl, uthich shalt diuide reuenue raised. bg

the national gouernment among tlle national and countg leuels of
gouernment..."

standing committee on Finance, commerce and Budget Report on Division of Revenue Bill, 2015 4



Mr. Speaker Sir, The Division of Revenue Bill (National Assembly Bill No. I 1

of 2015), was passed by the National Assembly on Wednesday, 25d March,
2015 and by way of Message submitted the Bill to the Senate on 31sr March,
2015.

The Message was communicated to the Senate on Wednesday, l st April,
2015, pursuant to Senate Standing Order 40(4). The National Assembly
therefore seeks the concurrence of the Senate to the said Bill as passed by
the National Assembly.

Standing Order No. 148 of the Senate Standing Orders requires that a Bill,
which originates in the National Assembly, 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 1"t April, 2O 15, and thereafter the Bill stood committed to the
Standing Committee on Finance, Commerce and Budget pursuant to

standing order 13O (1) of the Senate standing orders.

Mr. Speaker Sir, The Bill provides for the Division of nationally raised

revenue between the two ievels of government as well as setting out specific

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 required in Article 2t8(21 of the Constitution
setting out the explanation of revenue allocation as proposed by the Bill
along with the evaluation of the Bill in relation to the criteria mentioned in
Article 203(1) of the Constitution. It also, as required, provides a summary
of any significant deviation from the recommendations from the Commission

on Revenue Allocation with an explanation for each such deviation.

Standing committee on Finance, commerce and Budget Report on Division of Revenue gill, 201.5 lr



Mr. Speaker Sir, Pursuant to Article 1 18 ( 1 ) (b) of the Constitution and

standing order 130(4) of the Senate, the Standing Committee, in its
consideration of the Bill, invited key stakeholders, including the National

Treasury, Council of Governors, Commission on Revenue Allocation, County
Assembly Forum and Controller of Budget who provided both oral and

written submissions to the Committee.

The Committee also invited other non-state actors and the general public
who similarly participated and submitted their contributions amidst media

presence that ensured wider coverage and dissemination. In that regard, the

Committee facilitated public participation and took into account the views

and recommendations of the public in its report to the Senate.

Mr. Speaker Sir, I would like to remind Honourable Senators that the

enactment of the Division of Revenue Bill is critical in setting the stage for

the preparation of the County Allocation of Revenue Act, which will inform
the preparation of respective county budget documents in a manner that is
timely and enables fiscal clarity and planning.

Mr. Speaker Sir, this report is hereby submitted to the Senate for its
consideration and adoption pursuant to standing order 134 (1) 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 Bill has been introduced.

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 6



The Committee's Observations and Recommendations

Cognizant of the guardian role of the Senate in safeguarding the interest of

the counties and their governments and taking into account the efforts and

involvement of the Senate in negotiating non-reduction of the county

equitable share during the scrutiny and approval stage of the 2015 Budget

Policy Statement (BPS), the Committee hereby proposes that this report and

its recommendations be adopted by the House.

The Committee noted that there was need to provide an additional

conditional allocation of Ksh.4.4OO billion to counties to provide for County

Emergency Funds. The Committee noted that the funds would facilitate the

setting up of County Emergency Funds for each county government in line

with the provisions of the Public Finance management Act, 2072.

The Committee was of the opinion that the amount of Ksh.2.OO64 billion
provided for lrvel 5 health facilities was not adequate and would saddle

counties with managing unfunded mandates. The Committee therefore

proposed that the allocated amount be increased by an amount of Ksh.

1.536 billion, bringing the total allocation to Ksh.3.60O,480,000.

The Committee noted the significant deviation made by the National

Treasury in providing for adjustments of salaries and allowances for county

assemblies and county executives. They observed that the increment had

been effected vide various gazette notices issued by the Salaries and

Remuneration Commission (SRC) and other guidelines issued by the

Transition Authority. The Committee after considering the position of the

National Treasury on the matter, resolved to increase the allocation for

salaries, gratuity and allowances for county executives and assemblies by

Ksh.1.7665 billion, bringing the total allocation to Ksh.6.2665 billion, to
enable counties meet their saiary obligations even while examining ways to

make savings in future to cater for such adjustments.

The Committee recommends that the Senate adopts the following

amendments to the Bill:

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 7



Amendment to the Schedule

That, the Bill is amended in the schedule by deleting the table therein
and replacing therewith the following new table:

SCHEDULE (s.4)

ALLOCATION OF REVENUE RAISED NATIONALLY BETWEEN THE
NATIONAL AND COUNTY GOVERNMENTS FOR THE FINANCIAL YEAR

zorsl L6

MtiMo t]'tiMS

County Equitable Share

Conditional Allocations (of w h ic h)

I . Free Maternal Health
Care

259,774,500,000

30,133,685,204

1,298,000,000

2. Leasing of Medical
Equipment

1.500.000.000

Typc/Levcl of Allocation Arnount in Ksh.
Pcrccntage ("h) of 20l2ll3
Auditcd Revenue(i.c, Ksh.
776.9 billion)

976,925,500,000

1,298,000,000

1,500,000,000

3,600,180,000

900,000,000

4,100,000,000

6,000,000,000 Lt.80"1

Countl, Equitable Sharc 259,774,500,000 33"/"

'l'otal Shl rca hlc ller rnuc I ,2.12,700,000,000

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill,2015 8

National Government

Ol which:

Free Malernal Health Care

Leasing of Medical Dquipmenl

Level-5 Ho.spilals

He alt hc ar e .fac il it i e s

compensation.for forgone user fees

County Emergency Funds

Equalisation Fund



3. Level-5 Ho.rpitals

4. Allocation from Fuel Levy
Fund (l 5Yo)

5. Healthcare facilities
compensation for forgone user fees

6. Conditiorutl Allocalions -

loans and grants

7. County Emergency Funds

3.600.180.000

3,300,000,000

900.000.000

t 0,67 1 ,205,2 01

4,100,000,000

MIIMO ITI1MS

291,441,185,21)1 37ol'

Perccntage ("/") of 2012113
Auditcd llevcnuc(i.e. Ksh.
776.9 billion)

Amount in Ksh.'Iypc/Lcvol of Allocation

0.ti0'2,

976,925,500,000

4,298,000,000
4,500,000,000
3,600,480,000

900,000.000

1.1t)0.000.000
6,000,000,000

National Governme nt
Of which:

Free Malernal Heallh Care
Leasing of Medical Equipment
Level-5 Hospital.r
Healthcare focilities

compensation for .fbrgtsne user fees
Counly Emergency Funds

Equalisation Fund

259,774,500,000 33Yi,County Equitablc Sharc

'I'otal Shareable Rcvcnuc t ,2.t2,700,000,000

County Equitable Share
Conditional Allocations (oJ w hic h) :

l. Free Malernal Health
Care

2. Leasing of Medical
Equipmenl

3. Level-5 Hospitals
4. Allocation.from Fuel Levy

Fund ( I 5%)
5. Ilealthcare.facilit ias

compensation for forgone user .fees
6. Conditional Allocarions -

loans and grants
7. County Emergency Funds

259.774,500,000
25,733,685,204

4,298,000,000

4,500,000,000

3,600,480,000

3,300,000,000

900,000,000

t 0,67 I ,205,201

4,400,000,000
'l'0tal County Allocations 291,444,l85,Z1ll 37%,

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill,2015 9
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Standing Committee on Finance, Commerce and Budget, to present to the
Senate, this Report of the committee on the Division of Revenue Bill
(National Assembly Bill No. 11 of 2O15).

SENATOR BILLOW KERROIV, M.P.

(Chairperson, Standing Committee on Finance Commerce and Budgett
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Mandate and Functions of the Committee

Mr. Speaker Sir, Article 724 of the Constitution of Kenya, provides for the
establishment of committees by either House of parliament. committees are
central to the workings, roles and functions of parliament as set out in
Article 94 and more specifically in Article 96 of the constitution as regards
the Senate.

Parliamentary committees consider policy issues, scrutinize the work and
expenditure of the national and county governments and examine proposals
for legislation. The roles of committees are twofold, investigative process

and deliberative process. The end results of these processes are reports to
the House in Plenary on inquiry of certain issues under the mandate of a
particular committee.

Mr, Speaker Sir, the Standing Committee on Finance, Commerce and
Budget was established pursuant to The Senate Standing Order No. 208. The
Committee is mandated to "inuestigate, inquire into and report on all matters
relating to coordination, control and monitoing of the county bud_gets and to
discuss and reuieu.t the estimates of the countg gouernments and make
recommendations to the Senate, examine the Budget policy Statement
presented to the Senate, examine and report on the budgets allocated" to
constitutional commissions and independent offrces and examine Bills related_

to the countg budget, including the Diuision ofReuenue Bilt and examine and.

to constder all matters related to resolutions and Bills for appropiations,
share of national reuenue a.mongst the counties and all matters conceming the

national budget, including public finance, and monetary policies and" public
debt, trading actiuities and commerce, touism, inuestment and diuestiture
policies, planning and deuelopment policy."

standing committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 3
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Membership of the Committee

Mr. Speaker Sir, the Fourth Schedule of the Senate Standing Orders
provides that the Committee "shall consist of the Chairperson and not more

than fifteen other members" The Committee is composed of the following
Senators: -

1.

2.

.f.

4.

5.

6.

7.

8.

9.

10.

11.

12.

i3.
14.

15.

16.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Sen.

Billow Kerrow

Peter Ole Mositet

G. G. Kariuki, EGH

Moses Wetang'ula, EGH

Beatrice Elachi

Mutahi Kagwe, EGH

(Dr.) Boni Khalwale,

(Prof.) Peter Anyang Nyongb, EGH

(Dr.) Zipporah Kittony

James Mungai, MP

Catherine Mukiite Nabwala

Mutula Kilonzo Junior
(Prof.) John Lonyangapuo

Paul Njoroge Ben

(Dr.) Wilfred Machage

(Dr.) Agnes Zani

-Chairperson

-Vice- Chairperson

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

-Member

BACKGROUND AND EXECUTIVE SUMMARY

Mr. Speaker Sir, Article 278 of the Constitution provides that "Al least tuto

months before the end of each financiol gear, there shall be introduced in
Parliament a Diuision of Reuenue Bill, uthiclt shall diuide reuenue raised bA

tl'Le national gouernment among the national and countA leuels of
gouernment. . . "
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Mr. speaker Sir, The Division of Revenue Bill (National Assembly Bill No. 1 1

of 20i5), was passed by the National Assembly on Wednesday, 256 March,
2015 and by way of Message submitted the Bill to the Senate on 31"t March,
2015.

The Message was communicated to the Senate on Wednesday, 1"t April,
2015, pursuant to Senate Standing Order 4O(4). The National Assembly
therefore seeks the concurrence of the Senate to the said Bill as passed by
the National Assembly.

Standing Order No. 148 of the Senate Standing Orders requires that a Bill,
which originates in the National Assembly, 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 Biil provides for the Division of nationally raised

revenue between the two levels of government as well as setting out specific

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 required in Article 218(21 of the Constitution
setting out the explanation of revenue allocation as proposed by the Bill
along with the evaluation of the Biil in relation to the criteria mentioned in
Article 203(1) of the Constitution. It also, as required, provides a summary
of any significant deviation from the recommendations from the Commission

on Revenue Allocation with an explanation for each such deviation.

standing committee on Finance, commerce and Budget Report on Division of Revenue gill, 2015 5

Mr. Speaker Sir, The Division of Revenue Bill was read a First Time in the
Senate on lst April, 20 i 5, and thereafter the Bill stood committed to the

Standing Committee on Finance, Commerce and Budget pursuant to
standing order 130 (l) of the Senate standing orders.



Mr. Speaker Sir, Pursuant to Article 1 18 ( 1) (b) of the Constitution and

standing order 130(4) of the Senate, the Standing Committee, in its

consideration of the Bill, invited key stakeholders, including the National

Treasury, Council of Governors, Commission on Revenue Allocation, County

Assembly Forum and Controller of Budget who provided both oral and

written submissions to the Committee.

The Committee also invited other non-state actors and the general public

who similarly participated and submitted their contributions amidst media

presence that ensured wider coverage and dissemination. In that regard, the

Committee facilitated public participation and took into account the views

and recommendations of the public in its report to the Senate.

Mr. Speaker Sir, I would like to remind Honourablc Senators that the

enactment of the Division of Revenue Biil is critical in setting the stage for

the preparation of the County Allocation of Revenue Act, which will inform

the preparation of respective county budget documents in a manner that is
timely and enables fiscal clarity and planning.

Mr. Speaker Sir, this report is hereby submitted to the Senate for its
consideration and adoption pursuant to standing order 134 (1) as read

together with standing order 160(3) which states that the Senate shall

conclude its consideration of a Division of Revenue Biii not later than ten

days after the Bill has been introduced.

Standin8 Committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 6



The Committee's Observations and Recommendations

Cognizant of the guardian role of the Senate in safeguarding the interest of

the counties and their governments and taking into account the efforts and

involvement of the Senate in negotiating non-reduction of the county

equitable share during the scrutiny and approval stage of the 2015 Budget

Policy Statement (BPS), the Committee hereby proposes that this report and

its recommendations be adopted by the House.

The Committee noted that there was need to provide an additional

conditional allocation of Ksh.4.4OO billion to counties to provide for County

Emergency Funds. The Committee noted that the funds would facilitate the

setting up of County Emergency Funds for each county government in line

with the provisions of the Public Finance management Act, 2072.

The Committee was of the opinion that the amount of Ksh.2.OO64 billion
provided for Level 5 health facilities was not adequate and would saddle

counties with managing unfunded mandates. The Committee therefore

proposed that the allocated amount be increased by an amount of Ksh.

1.536 billion, bringing the total allocation to Ksh.3,60O,480,000.

The Committee noted the significant deviation made by the National

Treasury in providing for adjustments of salaries and allowances for county

assemblies and county executives. They observed that the increment had

been effected vide various gazette notices issued by the Salaries and

Remuneration Commission (SRC) and other guidelines issued by the

Transition Authority. The Committee after considering the position of the

National Treasury on the matter, resolved to increase the aliocation for

salaries, gratuity and allowances for county executives and assemblies by

Ksh.1.7665 billion, bringing the total allocation to Ksh.6.2665 billion, to
enable counties meet their salary obligations even while examining ways to

make savings in future to cater for such adjustments.

The Committee recommends that the Senate adopts the following

amendments to the Bill:

StandinB Committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 7



Amendment to the Schedule

That, the Bill is amended in the schedule by deleting the table therein
and replacing therewith the following new table:

SCHEDULE (s.4)

ALLOCATION OF REVENUE RAISED NATIONALLY BETWEEN THE
NATIONAL AND COUNTY GOVERNMENTS FOR THE FINANCIAL YEAR

2OLsl16

County Equitable Share

Conditional Allocations (o.f u,hic h)

L Free Malernal Health
Care

259,774,s00,000

30, r 33,68s,204

1,298,000,000

2. Leasing of Medical
Equipntant

1,500,000,000

1'1,pe/l,cvel of Allocltion Anrount in Ksh.
Pcrccntagc ("h\ of 20l2ll3
Aurlitcd Rcvcnuc(i.c. Ksh.
776.9 billion)

National Government

Of,which:

Free Maternal Ilealth Care

Laasing of Medical Equipment

Level-5 Hospitals

He al t hc ar e .fac il i t ie s

compensation for forgone user fees

County Emergency Funds

Equalisation Fund

976,925,500,000

1,298.000,000

4,500,000,000

3,600.180,000

900,000,000

1,400,000,000

6,000,000,000 0.110'2,

County Equitablo Sharc 259,774,500,000 33,,1,

l'otal Sharclble Ilcvcn ue I ,2,12,700,000,000

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill,2015 8
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3. Level-S Hospitals

4. Allocation from Fuel Levy

Fund (l 5%o)

5. Healthcare facilities
compensalion for forgone user /ees

6. Conditional Allocalions -
lodns and gronts

7. County Emergency Funds

3,600,480,000

3,300,000,000

900,000,0()0

10,67 t,205,201

4,100,000,000

MIiMO ITEMS

\

\

\

37',/.291 ,.1"1{.1 1t5.20"1Total County Allocations

Pcrcentage ("h) of 20l2ll3
Audited llcvcnuc(i.e. Ksh.
776.9 billion)

'l'r'pc/l,o'cl of Alkrcation

0.!t(:l"t

976,925,500,000

1,298,000.000
1,500,000,000
3,600,180,000

900.000.000

1,100,000.000
6,000,000,000

National Governmcnt
Of which:

Free Malernal Health Care
Leasing of Medical Equipment
Level-5 llospitals
Healthcarc .[uc ilit ie .s

compensation for -forgone user .fees
County [,mer gency liuttds

Equalisation Fund

33"2s9,771,500,000Countl' Iiquitablc Share

I ,242,700,000,000Total Sharcablc llcvenue

County Equitable Share
Conditional Allocations (o / w hic h):

l. Free Maternal llealth
Care

2. Leasing of Me dical
Dquipment

3. Level-S Hospitals
4. Allocation.from Fuel LevY

Fund (15%)
5. Healthcare.[acilities

compensation .for forgone user .fees
6. Conditional Allttcations -

loons and grants
7. County Emergency !'u44s

259.774,500,000
25,733,685,204

4,298,000,000

4,500,000,000

3,600,480,000

3,300,000,000

900,000,000

10,67 I ,205,201

4,400,000,000
'l'otal Countv Allocations 291,44,1,1 85,204 37"1,
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1.O INTRODUCTION

VERTICAL ALLOCATION OF REVENUE FOR FISCAL YEAR
2OL5/ L6

The principal object of the Division of Revenue Bill, 2015 as forwarded

to the Senate is to provide for the equitable division of revenue raised

nationally among the national and county levels of governments as

required by Article 218 of the Constitution in order to facilitate the
proper functioning 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 respect of the Fy 2015/16 be

divided among the national and county governments.

In that regard, overall estimated shareable revenue, also provided in
the approved 20 15 Budget Policy Statement (BPS), which was adopted

in this House on Wednesday, 25tt February , 2015, is Ksh.1,242,2
billion. Out of that total amount, Ksh.258.OO8 billion is county
equitable share while the remaining amount of Ksh.928.692 billion,
including aliocation of Ksh.6 billion to the Equalisation Fund, is

national government share of allocation. The county equitable share

thus far represents 33 percent of the 2OI2li3 audited revenue of
IJ:sb,776.9 billion, again as provided in the approved 2015 BpS upon
which it was the basis for setting the fiscal framework for the fiscal
year 2075/16.

In determining the allocation of county equitable share of revenue of
Ksh,258.OO8 billion for the FY 2015l16 where counties are expected

to plan and budget and report, the Division of Revenue Bill 20 1 S,

provides a baseline cost of devolved functions where the allocation of
equitable share was lds}a226,66 billion. In light of fiscal and othcr

l

2

3

Standing committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 12



development during the period 20I4l15, the Division of Revenue Bili,
2015, adds the following items:

(a) Allocation for personnel emoluments for staff transferred to
County Governments from the State Department of Livestock

Development amounting to Ksh.1.466 billion;

(b) Allocation to cater for village polytechnics currently under the

State Department of Education amounting to Ksh.935 million;

(c) Allocation to functions transferred to County Governments in
2014 (Agricultural Training Centres/ Agricultural
Mechanisation Stations) vide Transition Authority Gazette

Notice of March 2014 reflected as Ksh.545 million,

(d) A factor of revenue growth of 10.4 1 percent resulting to
Ksh.23.9O2 billion; and

(e) Adjustment for increases in salaries and allowances awarded by

the Salaries and Remuneration Commission (SRC) amounting to
Ksh.4.5 billion.

This therefore brings the total county equitable revenue share allocation
to county governments to Ksh.258.OO8 billion

Further, cognizant of the guardian role of the Senate in safeguarding

the interest of the devolved government and taking into account the

efforts and involvement of the Senate in negotiating non-reduction of
the county equitable share during the scrutiny and approval stage of

the 2015 BPS, which indeed is a precursor to the Division of Revenue

Bill, 2015, the Bill proposes a conditional allocation in form of grants

and loans amounting to Ksh,25.734 biltion bringing the total county

allocation to Ksh.283,742 billion, translating to an overall share of
37 percent of Lhe 2012/13 audited rcve nue of Ksh.776.9 billion.

4
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2.O SUBMISSIONS FRoMsTAKEHOLDERS

This part presents the deriberations of the committee with various
stakeholders including, National Treasury, Commission on Reve nue
Allocation and Council of Governors. It also highlights the views and
recommendations of the public submitted during the public Hearing
held on T\resday, 7tn April, 2015.

2.I MEETING U'ITH THE NATIONAL TREASURY

7. T}:,e Committee at its sitting held on Thursday, 2"a April, 2015, met
and held deliberations with the National rreasury on the Division of
Revenue Bill, 20 I 5. The National Treasury made the following
observations and clarifications on the Bill:

(a) That the recommended county allocation of Klst..2g3.74}
billion inclusive of conditional allocation was a fair compromise
that was arrived at following several intense negotiations
between key stakeholders at different stages of the budget
process.

(b) That the Bill considers the provision in the Constitution that
revenue allocation to the counties should be at least 15% of
nationally raised revenue calculated on the basis of the latest
audited accounts of revenue, which in this case represents 37yo

of the 2O12 I 13 audited revenues.

(c) That, as required in Article 203(1) of the Constitution, the
National Treasury highlighted the extent to which the
requirements therein have be en observed in estimating the
division of re venue between the National and County

6
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government for the fiscal year 2Ol5l 16. In particular,

expounding on the case for what constitutes National Interest

such as enhancing security, impiementing programmes through

the National Youth Service (NYS) including providing adequate

interventions in upgrading and improving conditions of slum

areas as well as providing adequate training to the NYS;

providing for public debt; other national obligations such as

providing for constitutional commissions and other statutory

bodies; emergencies; and, the Equalization Fund, among others.

(e) That, the leasing of the medical equipment was consultative and

brought on board all the relevant stakeholders. When compared

to purchasing and the attendant cost of maintenance and

replacement of faulty and broken equipments, the benefits of

leasing of the same far outweighs the option of purchasing. In

addition, the National Treasury also submitted that the Ministry

of Health will ensure that it takes into account both the

procurement and the value for money concerns and that they

are properly and adequately addressed. A complete schedule

indicating the modalities and the structure regarding use,

transfer and reporting on all conditional allocations will be

availed and improved on to facilitate oversight and to ensure

proper use of such resources.

Standing Committee on Finance, Commerce and Budget Report on Division of Revenue Bill, 2015 16

(d) In line with the pillars of the approved 2015 BPS and further as

stipulated in the Fourth Schedule of the Constitution, the

national government will provide adequate capacity and

technical support to counties on prudent public financial

management to improve fiscal management and reporting and

to, among other things, safeguard against wastage and misuse

of public funds.



(0 That, after taking into account all the other factors required to

be taken into account in sharing revenue between the two levels

of government, including the needs of county governments,

Ksh.193.34 billion is left to Iinance other national

government needs.

(g) That, in addition to the proposed conditional allocation to Level

5 hospitals across the country, there was need to again assess

and evaluate the costs and other incidental expenses necessary

to run and operate all level 5 hospitals with a view to ensuring

the optimal functioning of the hospitals without saddling the

concerned counties with expenses for unfunded mandates.

(h) That, to the extent of the deviation from the CRA

recommendations, particularly, on the salary awards and

emergencies, the respective counties should prioritize their

allocations and review their activities to accommodate critical

needs and inline with the Public Finance Management Act,

2012.

2.2 MEETING WITH THE coMMIssIoN oN REVENUE ALLocATIoN

B. Submissions from the Commission on Revenue Allocation (CRA) were

as follows:

(a) That the earlier recommendations submitted to the Senate in

accordance with section 19O of the PFM Act 2012 provided for

county equitable share of l{sh.2824 billion for the FY

2Ol5l16. This was based on the audited shareable revenue of

l(st..776.9 billion of the FY 201212013. In addition, the

commission also recommended that funds amounting to

Ksh.65.2 billion for functions already transferred to county
governments but retained by the national government be

transferred as conditional allocations to county governments.
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(b) That following further consultations with key stakeholders in
the period between the publication of the recommendations and

the considerations of the 20 1 5 BPS as well as the Division of
Revenue Bill, 20 15, the total recommended equitable share to
the counties be Ksh.275.845 billion representing 36% of the

audited revenue. Further, based on devolved functions being

performed by the National Government, an additional amount of
Ksh.7l,8 billion be factored in as conditionai grant, bringing

the total share to county government to Ksh.347.6 billion. (See

attached schedule II)

(c) That part of the conditional allocation amount of Ksh.6.3

billion for NYS is performing county functions such desilting of

dams and other related civil works.

2.3 MEETING WITH THE COUNCIL OF GOVERNORS

9. Submissions from the Council of Governors (CoG) were as follows

(a) On the matter of leasing of medical equipment, the Council

submitted that healthcare is a devolved function and therefore

this allocation should be transferred directly to counties as part

of the equitable share to enable them equip and manage their
respective facilities. In the interim, the Council is of the view

that since the national government has the ability to negotiate

better the lease terms mainly on account of economies of scale,

and considering that the aliocation is part of the national
government share of revenue, counties should view this in the

context of implementing broad strategic interventions in the

health sector.
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(b)That, part of the county equitable share of Ksh.258 billion
includes Ksh.935 million for village polytechnics, which is a

shortfall when compared to a capitation of Ksh.3.3 billion
requested by the counties. The amount of money allocated is

inadequate, as each county will only get Ksh.19 million within
the financial year, which cannot fully implement the projects.

(c) The Council argued that there is need for establishment of
County Emergency Fund amounting to Ksh.4.4 billion to
mitigate effects of occurring disasters in the counties.

(d)The Council maintains that the allocation of Ksh.258 billion is

suf{icient given the circumstances surrounding resource

contestations amongst the various stakeholders with competing

needs, but not adequate in view of the total resource needs of

the counties which the council argued amounted to

Ksh.349.605 billion.

(e) The shortfall of Ksh.8.1 billion arising from the salary awards

would necessitate a reorganization and reprioritization of
county budgets to accommodate the increments.

1O. The Committee received submissions from the International Budget

Partnership (lBP) and the Kenya AIDS NGOs Consortium (KANCO) in

collaboration with Health NGOs Network (HENNET). Their

submissions raised the following salient issues in as far as the

Division of Revenue Bill, 20 i 5 is concerned:
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(a)That, the proposed equitable share to counties for 2015/ 16 is a

slight decrease in the share of total shareable revenues

compared to what counties received in 2014115 and that the

Senate should consider whether this level of funding

demonstrates adequate support for devolution.

(b)Whether there is enough money for Level 5 Hospitals and if
counties are allocating matching funds to ensure the facilities

maintain adequate service delivery?

(c) If there exist actual conditions that guide the distribution of

conditional grants, and consequently the need to provide

mechanisms detailing specific uses and enforcement. In

addition, they argued that this should also apply to conditional

loans and grants from development partners which in this case

amounts to Ksh.1O.7 billlon.

(d)That, there is a need for Parliament to inquire about the amount

of money that is still held up in the National Government

budget that could be devolved.

(e) That, the Senate should engage further when estimating the

division of nationally raised revenue as per Article 203(1) of the

Constitution and particularly what constitutes priorities of

national interest. They expressed concern that the definition of

this parameter should be based on a broad nationai consensus

that refers to priorities for the Country as a whole. They noted

that the criteria about what constitutes national interest led to

the reduction of shareable revenue, hence the importance for

careful consideration.
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(f) That, there is need to ensure that the conditional allocation for

Level 5 hospitals is sustained through legislative interventions

to safeguard sustainability of the grant.

(g)That, one of the conditions attached to the conditional grant

should specify that counties can only receive the grant if they

allow facilities to retain or have access to the Facility

Improvement Fund, in full.

(h)There is need to ensure that money already distributed to Level

5 hospitals is used for the intended purposes with a possibility

of counties introducing a matching grant.
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3. O COMMITTEE OBSERVATIONS

i 1. The Committee while considering the Bill as well as the submissions

from different stakeholders made the following observations:

(a)The total County Government allocation from the revenue raised

nationally was enhanced from Ksh.22a.5 billion in the FY

2014 12015 to Ksh.283.74 billion in the FY 2Ol5l2016. The

2Ol5l2016 proposed allocation translates to 37Vo of the

audited revenue of Ksh.776.9 billion of FY 2Ol2l2O13 thereby

fulfiliing the constitutional requirement as per Article 203(2) of

the Constitution.

(b)The Committee, in accordance with Article 218(2)(c) of the

Constitution, was informed by the explanatory notes

accompanying the Bill, on the reasons for significant deviations

made from the recommendations of the Commission on

Revenue Allocation in the items of salary awards and

establishment of county emergency funds.

(c)

(d)The Committee noted that as county revenues continued to

grow, it was equally important for county governments to

appreciate the importance of oversight in ensuring the prudent

management of fiscal resources in line with Articie 2O1 of the

Constitution.

(e) The Committee further observed that there was urgent need to

bring clarity on the funding and management of Level 5

hospitals as well as ciassifications of various health facilities so

as to ensure better service delivery to Kenyans.

(f) The Committee is also cognizant of the need to have a tripartite

meeting between the Senate Committee on Finance Commerce
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and Budget, the National Treasury and the Ministry of Health

to engage and provide further clarity on the leasing of medical

equipment.

(g) Similarly, more clarity is required with regards to the

programmes being implemented by National Youth Service with

a view to ascertaining whether functions currently being

implemented fall within the functions of national or county

governments and if there are possible opportunities for a

collaborative framework between the two levels of government.

(h)The Committee noted the recurring concern on the inadequate

time provided in the budget process to scrutinise key budget

documents, which in turn hamper adequate consultation,

review and oversight on the budget process. The Committee

noted that there was need to amend the Public Finance

Management Act,2Ol2 to mitigate these challenges.

(i) That, amendments to the Bill would be necessary to provide for

key county mandates which if left inadequately funded may

have a significant impact in the delivery of services to l(enyans.
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4.O RECOMMENDATIONS OF THE COMMITTEE

Following the deliberations held with the National Treasury, Council of

Governors and Commission on Revenue Allocation in conjunction with
the submissions received during the public hearing, the Standing

Committee on Finance, Commerce and Budget, as provided for by

standing order 134(1) and as read together with standing order 160(3)

of the Senate Standing Orders, recommends as follows:

That, this House adopts the report of the Committee on the
Division of Revenue Bill (National Assembly Bill No. 11 of 2O15f .
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5.O APPENDIXES

(al Minutes of the Committee sittings on the consideration of
the Division of Revenue Bill (National Assembly Bill No. l1
of 2O15).

(b) Submission by Commission on Revenue Allocation
(c) Submission by Council of Governors

(d) Submission by International Budget Partnership
(el Submission by Kenya AIDS NGOS Consortium {KANCO)
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MlN. NO.9l/201s l'R I,ll,l NI I N r\ I{l []S

The chairperson called the meeting to order al 6.30 p.rn. lbllowed by a word of prayer. After the self-

introductory session, the chairpersolr welcomed the team from National Treasury to the mecting.

MIN. NO. 9212t)15 Atx)t,l loN ol- tlln A(;llNI)A

Members adopted the agenda of the sitting alier it was proposed by Sen. Beatrice Elachi and seconded by

Sen. C. G Kariuki

MrN. NO.93/2015 CONSIDEIIA'I'ION OF I'HE DIVISION OF REVIiNUE BILL' 20I5

l'he Committee was appraised on tlre critical timeline and thc schedule of activities necessary for the

processing of the Division of Revenue Uill . 201 5. 'f he Committee particularly noted preparation works

towards facilitaling pa(icipation of the public through a l)ublic hearing on the Bill slated for 7th April

2015 u'ith an invite notice to the genclal public to appear in the min dailies

Submissions and Clarification b1'thc National Treasury

-Ihe Cabinet Secrelar) began by raking the Conrmittce lhrough tl.re Bill. highlighting various items in the

Bill and cspccialll on the critcria and rncting thc rclevant prorisions of'1he ctlnstition and PFM Act. 2012.

The National Treasury made the following observations and clarifications on the Bill:

(a) That the rccomnrended county allocation ol Ksh. 283.742 billion inclusive of conditional

allocation was a thir cornprontise that was arrived at following several intense negotiations

between key stakeholders at different stages ofthe budget process'

(b) That the Bilt considers the provision in the Constitution that revenue allocation to the

counties should be at least 159/o of nationally raised revenue calculated on the basis of the

latest audited accounts ofrevenue, which in this case reprcsents 37% ofthe 2012/13 audited

revenucs.

(c) That as required in Arricle 203 ( 1), the National 1'reasury highlighted the extent to which the

requirements therein have been observed in estimating the division of revcnue between the

National and County govcrnment for the fiscal year 2015116. ln particular. expounding

further on 16e casc for u,hat constitutes National Interest such as enhancing sccurity.

implemenring programmes through the National Youth Service (NYS) including providing

adequate interventions in upgrading and inlproving conditions ol slum areas as wcll as

providing adequate training ro lhe NYS: providing for public debtl othcr national obligations

2



such as providing for constitutional commissiolts and other statutory bodies; emergencies;

and, the Equalization Fund, among others.

(d) As stipulated in the [rourth Schedule of the Constitution, the national government will

provide adequate capacity and technical support to counties on prudent public financial

management to improve fiscal management and reporting and to, among other things,

safeguard against wastage and misuse of public funds.

(e) That the leasing of the medical equipment was consultative and brought on board all the

relevant stakeholders. The Ministry of Health as substantive Ministry will ensure to provide

the modalities involving the leasing arrangement and cost benefit analysis as well as the roll

out of the plan.

(f) That after taking into account all the other I'actors required to be taken into account in

sharing revenue between the two levels of government, including the needs of county

governments, Ksh.193.34 billion is left to finance other national government needs

(g) That to the extent ofthe deviation from the CRA recommendations particularly on the salary

awards and emergencies, the respeclive counties should prioritize their allocations and

reorganize their activities to acoommodate critical needs and in line with the Public Finance

Management Act,20l2.

The Committee observed that,

The Committee rcsolved the schedule anrl the public hcaring to be held next week on Tuesday, Tth

April' 2015. The Committee also advised that it bc appropriate for there to be a Senior

reprcsentative from thc National Treasury who was also prescnt during the IBEC negotiation

meetings during the public hearing.

The Chairperson thanked the National Treasury led by the Cabinet Secretary for attending the meeting and

for giving their views on the Bill.

MIN. NO.94I2OI5 ADJOURNMENT

There being no other business, the meeting

SIGNED
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|VIINTiTES OF' THE IO5'II SITTING OF THE STANDING COMMITTEE ON FINANCE,
COMMERCE AND BUDGET HELD AT COI,]NTY HALL, IST F-LOOR MINI CHAMBER ON
'I uEsDAy, 7r'rr ApRlL,20ls AT 7.30 AM

PRESENT

l. Sen. Billow Kerrow
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6. Sen. Beatrice Elachi
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9. Sen. Mungai James

10. Sen. Zipporah Kittony

ABSENT WITH APOLOGY

I . Sen.(Dr.) Agnes Zani

2. Sen. Catherine Mukiite
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6. Sen. (Dr.) Wilfred Machage
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l. Ms. Brenda Ogembo

2. Mr. Victor Bett
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4. Mr. Mwaniki Cichohi
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-Vice Chairman

-Member

-Membe r

-Member

-Member

-Member

-Member

-Member

-Member

- Member
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-Mernber

-Member

-Menrber

-Member

SENATE

-Committee Clerk

-Committee Clerk

-Parliamentary Budget Offi ce
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4. Hon. Daniel Mwangi

5. Dr. Kamau Thugge, EBS

6. Mr. Geoffery Malombe

7. Mr. Albert Mwende

8. Ms. Lyneth OYugi

9- Ms. Sheela Yieke

10. Mr. Victor Odanga

I l. Mr. Trevor Oketch Odhiambo

-Govemor Nyandarua County

-Principal Secretary, NationaI Treasury

-Senior Assistant, Accounts General

-Advisor, Inter-Governmental Policy Relations

-Research Director CRA

-Legal Director CRA

-Council of Governors

-Council of Governors

MIN. NO.95/2015 PRELIMINARIES

The vice chairperson called thc meeting to order at 7.40 a.m., lbllowed by a prayer by Sen. (Dr.) Boni

Khalwale. Thereal'ter the Committee observcd a minute of silence called upon by the vice chairperson in

respect of the lallen compatriots and the aflected f-anrilies in the Garissa University attack. The vice

chairperson welcomed tl.re stake holders to the meeting and thereafter led in a self-introductory session.

MIN. NO. 9612015 ADOPTION OF THE AGENDA

Members adopted the agenda of the sitting after it was proposed by Sen. Paul Njoroge Ben and seconded

by Sen. Mutula Kilonzo Jnr'

MIN. NO. 97I2OI5 PI"]BLIC HEARINGS ON THE DIVISION OF REVENUE BILL' 2OT5

Submissions by the Committec on Revcnue Allocation

T'he Committee heard submissions lrom the CI{A that wcre submitted by Ms. Lyneth Oyugi as listed

below:-
(a) 'that tlie earlier reoommendations submitled to the Senate in accordance with section 190 of

the PFM Act 2012 provided for county equitablc sliare of Ksh. 282.4 billion lor the FY

2015116. This rvas based on the audited sharcable revenue of Ksh.776.9 billion of the IrY

2}l2l2)l3.ln addition. thc commission also rccommended that lunds amounting to Ksh.

65.2 billion fbr I'unctions already ttansfcrled to counly governnlents but retained by the

national governmcnl is transferred as conditional alloca(ions to county govemments.

(b) T'har lbllouing f'urther consultations wi(h key stakeholders in the period between the

publication ofthe reconrmerrdations and the considerations ol'thc 2015 BPS as well as the

Division of llevenue llill, 201 5. the total rcconrmcnded equitable sharc to the counties be

Ksh.275.845 billion rcpresenting36% of thc audited rcvcnue. Further. based on devolved

lulctions being perlormcd bv the Nalional Govcrnntettt. an additional amount of Ksh. 71.8



billion be factored in as conditional grant, bringing the lotal share to county governnlcnt to

Ksh. 347.6 billion. (See attached schedule II)

(c) That parl of the conditional allocation arnount of Ksh. 6.3 billion for NYS is perforr.ning

county functions such desilting of dams and other related civil works.

Submissions by the Council of Governors

The Committee heard submissions from the CoG that were submitled by Hon. Ahmed Abdullahi Mohamed

as listed below:-

(a) On the matter of leasing of medical equipment, the Cormcil submitted that healthcare is a devolved
function and therefore this allocation should be transfened directly to counties as part of the
equitable share to enable them equip and manage their respective facilities. In the intcrim, the
Council is ofthe view that since the national govemment has the ability to negotiate betler the lease
terms mainly on account of economies ol scale, and considering that the allocalion is part of the
national governrnent share of revenue, counties should vierv this in the context of implementing
broad strategic interventions in the health sector.

(b) The Council submitted that part of the county equitable share of Ksh. 258 billion includes Ksh. 935
million for village polltechnics, which is a shortfall when compared to a capitation of Ksh. 3.3
billion requested by the counties. The amount ofmoney allocated is inadequate, as each county rvill
only get Ksh. 19 million within the financial year, which oannot lully implemcnt the projects.

(c) The Council argued that there is need for establishmenl of County Emergency Fund equating to Ksh.
4.4 billion to mitigatc effects of occuning disasters in tlic counties.

(d) The Council rnaintains that the allocation of Ksh. 258 billion is sufficient given the circumstanccs
surrounding resource contestations alnongst the various stakeholders with competing needs, but not
adequate in view of the total resource needs of the counties which the council argued amounted to
Ksh.349.605 billion.

(e) The Council submitted that the shortfall of Ksh. 8.1 billion arising from the salary awards would
necessitate a reorganizalior.r and reprioritization ofcounty budgets to accommodate the increments.

Response by the National Treasury
'fhe responded on two issues namely:-

a) 'Ihat the leasing of the medical equipment was consultative and brought on board all the relcvant

stakeholders. When compared to purchasing and the attendant cost of maintenance and replacement

of faulty and broken equipments, the bencfits of leasing of the same far outweighs the option of

purchasing. In addition, the National Treasury also submilted that the Ministry of Health will ensure

that it takes into account both the procurement and the value for money concerns and that they are

properly and adequatcly addressed.
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b) 1-hat as requircd in Article 203 (l), the National rreasury highlighted the extent to which the
requirements therein have been observed in cstimating the division ofrevenue between the National
and county govemment for the fiscar year 20r5/r6. rn particurar, expounding on the case for what
constitutes National Interest such as enhancing security, implementing programmes through the
Nationar youth Service (t'JyS) incruding providing adequate interventions in upgraging and
improving co.ditions of srum areas as we, as providing adequate trai,ing to the NyS; providing
for public debt; other national obligations such as providing for co,stitutional commissions ad
other statutory bodies; cmergencies; and, the Equalization Fund, among others.

'fhe cornmittee while considering the Bill as well as the submissions lrom dilferent stakeholders made thelollowing observations:
(a) The total county Govemnent allocation from the revenue raised nationally was enhanced from Ksh228.5 billion in the FY 2014/2015 to Ksh. 283.74 binion in the Fy 2015/201 6.The2Ot5/2016

proposed allocation translates to 3'/Yo of the audited revenue of Ksh. 776.g bi.llion of Fy 2oI2/2013
thereby fulfiIing the constitutionar requirement as per Article 203(2) of the Constitutior..

(b) Based on the deliberations the committee held with various stakeholders, rhe committee obser-vei
that the resulting allocalion had been subjected to various negotiations during the budger procss-. .-:build consensus.

(c) 'l'he committee, in accordance with Article zrs(2)(c) was informed by the explanatory nores
accompanying the Bill, on the significant deviations made from the recommendations ofthe
commission on Revenue Allocation in the items of salary awards and establishment of countv
emergency funds.

(d) 1'he comnritlee observed that as county revenues continued to grow, it was equally important lor thecounty goverrunenls to appreciate the importance o1'oversight in ensuring the prujent managementoffiscal resources in line rvirh Article 201 olthe Constitution.

(e) 'fhe comminee further observed that there was urgent need to bring clarity on the funding and
management ol'Level 5 I-losprtals as well as classilications ofvarious health facilities so as to ensure
better service delivcrl' to Kenyans.

(f) 'l he Conrnlitlee is also cognizant of'the nced to have a triparrite nreeting betrveen thc Senate(lonrmittec on Financc cotn:rcrce and Budget, tl're National Treasury and the Ministry of Heahh rr-,
engage ancl provide lurther clarity on the leasing of nteclical equipment.

(g) Sinlilarly, ntore clarity is reqLrired with regards to the programmes bcing irnplemented by National
Yr'rutfi 56"1"" with a vicr'v to ascefiain whethcr lunctions currently being implemented fall within

C<.rrn nr itl ce's Observution



(g) the functions ofnational or county governments and ifthere are possible opportunities lor a

collaborative framework between the two levels of govcrnment.

(h) The Committee noted the recurring concern on the inadequate time provided in the budget process to
scrutinise key budget documents. which in turn hamper adequate consultation. review and oversight
on the budget process.'l'he Committee noted that there was need to amend the Public Finance
Management Act,2012 to mitigate these challenges.

Committee's Recommendation

After considering all the submissions lrom the various stakeholders and in light of the observations made

by the committee during the deliberations, the Committee resolved that the allocations as provided in the

division olrevenue Bill be maintained and approved.

The Comnrittee further rcsolved that it would be important to fu(her engage rhe National Treasury and the

Ministry ol Health in relation to the Leasing of Medicat Equipment with a view to address the value for

money concerns and to offer an acceptable framework in the implementation of the programme.

The Chairperson thanked the stakeholders for attending the mecting and fol giving their views on the Bill

MIN. NO.98/2015

There being no other business, the m
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MINUTES OF THE, 106T'II SITTING OF THE STANDING COMMITTEE ON FINANCE,
COMMERCE AND BUDCET HI'LD AT COT]NTY IIALL, lST F-LOOR MINI CHAMBICR ON

TUESDAY, T'r'ApRlL,20t5 AT 12.30 pM

PR-ESENT

l. Sen. Billow Kerrow

2. Sen. Peter Ole Mositet

3. Sen. G.G. Kariuki

4. Sen. Mutahi Kagwe

5. Sen. (Dr.) Boni Khalwale

6. Sen. Beatrice Elachi

7. Sen. Paul Njoroge Ben

8. Sen. Mutula Kilonzo Jnr.

9. Sen. Mungai James

10. Sen. Zipporah Kittony

IN ATTENDANCE

I . Ms. Brenda Ogernbo

2. Mr. Victor Bett

3. Mr. Gorod Abdi

4. Mr. Mwaniki Gichohi

IN ATTENDANCE

I . Mr. John Kinuthia

2. Mr. James Ngeere

3. Mr. Jackson Ndegwa

-Chairman

-Vice Chairman

-Menrber

-Member

-Member

-Member

-Member

-Member

-Member

-Member

- Member

-Member

-Member

-Member

-Member

-Men.rber

SENATE

-Committee Clerk

-Committee Clerk

-Parliamentary Budget Olfice

-l)arliamentary Budget OfIice

NON STATE ACTORS AND GENERAL PUBLIC

-Research Analyst . IBP

-Researcher KANC0

-Policv Manager KANCO

ABSENT WITH APOLOGY

I . Sen.(Dr.) Agnes Zani

2. Sen. Catherine Mukiire

3. Sen. (Prof.) Anyang Nyong'o

4. Sen. Moses Wetangula

5. Sen. (Prof.) John Lonyangapuo

6. Sen. (Dr.) Wilfred Machage



MIN. NO. 99I2OI5 PRELIMINARIES

The chairperson called thc meeting to order at [2.30 a.m., followed by a word of prayer by Sen. Beatrice

Elachi. The chairperson welcomed the stake holders to the mceting and led in a self-introductory session.

MIN. NO. lOO/2015 ADOPTION OF THE AGENDA

Members adopted the agenda of the sitting after it wrs proposed by Sen. Paul Njoroge Ben and seconded

by Sen. Mutula Kilonzo Jnr.

N,ItN. NO. l0l/2015 ptrlil.t( HuAlUNCs ()N l'ltt,l DlvlsloN ()1,' RI;lVI'lNtrl'l llll,l.,2015

Submissicrns bv Non Sta tc Actors and cencral public

a) International Budget Partnership Kenya

By. Mr. John Kinuthia

l. The proposed equitable sharc to counties for 20!5/16 is a slight decreasc in thc share oftotal
shareable rcvenucs comparod to what counties rcceived in 2014/15. The Senate should consider

whethcr this lcvel ot'lunding demonstratcs adequate support lor devolution.

2. Is there enough money for Level 5 Hospitals and are counties allocating matching funds to

ensurc the facilitics maintlin serviccs? The conditional grant allocated lbr these f-acilities in

2Ol5l16 is Ksh 2.064 billion. rvhich is a slight increase conrparcd to what was allocated last year.

l{owever. this is still significantll lower than the Ksh 7.7 billion in recurrcnt lunding allocated to

provincial hospitals in 2012113-

3. Morc broadl5,, what are thc actual conditions that guide thc conditional grants in thc Division

of Rcvenue Bill 2015? Whcn lunds are devohed to counties lor spccific uses, the conditions should

be indicated and a mcchanisrn of enlbrcemcnt proyidcd. C'onditional grants are currently given lbr

two reasons. One reason is tlrat sonre tunds need t<l be tratrsf'errcd to countics using a distribution

that is different front the nrain revcnue sharing lbrntula guiding the "equitable share." Arrother

reason to give a grant is to ensurc that ccrtain national priorities are lunded at the countv level.

4. Continuing rvith thc issuc of conditir)nal grants, man1" of these grants are not actualll'

tlevolvctl to counties directll', but thcl are mixed rvith those grants that are actualh given to

countics, crca ting con fusion.

5. The decision to bring morc conditional grants into the l)ivision of Rcvcnue llill is

commentlable, as thcsc grants should all be considcrcd together; howcver' this requires a

careful comparison *ith last year to understand * hat is actualll happening to total county

revcnucs.

6. 'fhcrc is :r ncrd lirr l'rrlianrent to ask hou rnuch nroncl is still hcld up in thc Natilrnal
(;ovcrnmcnt hudgct that could bc tlcvolvcd. Ihcrc is still strhstantial arrlottrlt ol'nloncr hcld b1



the national govcrnntenl in the 2014/15 that could be devolved. though this would rcquire some
significant state relbrnt. From our analysis. therc is about Ksh 6,5 billion that should be up fbr
discussion, of u,hich somc porlion could and should be devolved.
Even if the tcchnical analysis of how much it costs to run functions at thcir current levels is
correct' the DOR is morc than an accounting exercisc and should also be based on the relative
priority we attach to education, sccurity and other national functions versus health,
agriculture and othcr devolved functions. The "baseline" uscd in the DORB is an ad.iusted and
inflated ligure based on relative priorities oldilfercnt sectors in 2ol2l11,and may not reflect the
relative importance oftlrese scctors in 2Ol5ll6. Parliament must debate and decide these matters.

8. What projects/program mes are funded hy the conditional alkrcations from loans and grants
totalling Ksh 10.7 billion? The DoRB does not provide much infornration about such proiects in
terms of locations and indii,idual costs but this has intplications on county revenue.

9. Are the National Intercst prioritics undcr thc National Governmcnt based on a broad
national consensus? The "national interest" mentioned in Article 203 ofthe constitution as a
criteria for revenue sharing should rcl'er to priorities for the country as a whole. It does not refer to
national govemntent priorities alone, nor does it rct'er only to those functions (such as security)
carried out by thc national government.

l0' What are the costs of administrative services in the countics and is the funding given to
counties sufficient to manage it? There has been considerable discussion on how much counties
have to spend on administration and whether this is affecting the amount of resources available to
run basic services. However, the level of information in the DoRB does not really give a full picture
of county administrative costs.

b) Kenya AIDS NGOs Consortium (KANCO) in collaboration with Health NGOs Network
(HENNET).

By, Mr. James Ngeere

The following were the submissions he gave:-

(a)That the Senate should engage lurther when estimating the division ofnationally raised
revenue as per Article 203(l) ol'the Constitution and particularly what constitutes National
Interest priorities. 'fhey expressed concern that the detlnition of this parameter should be
based on a broad national consensus that relbrs to priorities fbr the Country as a whole.
They noted thal the choice about what constitutes national interest reduced the amounl of
shareable revenue, so il was important to consider it carefully.

(b)That therc is need to ensurc that the conditional allocation fbr [.evel 5 hospitals is suslained
through legislative inlerventions to saleguard sustainability of the grant.

(c) That one ofthe conditions attached to lhe conditional grant be that counties can only receive
the grant ilthey allow facilities to retain or have access to the Facility Improvement Fund in
full.

1
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(d)There is need to ensure that nroney already distributed to Level 5 hospitals is used for the

intended purposes with a possibility ofcounties introducing a matching grant.

llritfins bv Parlia nl eIl til rv Budeet Officc

The Division of Revenue Bill (National Assembly Bill No. I I of 2015), was passed by the National

Assembly on Wednesday,25'h March,20l5 and by way of Message submitted the Bitl to the Senate on 3lsr

March 2015.

Standing Order No. 148 of the Senate Standing Orders requires that a Bill, which originates in the National

Assembly 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.

The Chairperson thanked the members oithe public for attending the meeting and for giving their views on

the Bill and asked them to leave.

Committee's Observation

The committee observed and noted the concerns raised about level 5 hospitals and the need lo ensure

adequate framework to the management and reporting of conditional allocatiotls

The Committee also observed the need to adequately look at criteria used to estimating the national

revenue with a view to ensure that the division is premised on an agreed position

Based on the submissions from the public the committee also noted the need to ensure conditional

allocations are used for the intended purposes and that the oversight mechanism on the same is properly

enhanced

Committee's Recommendation

The Committee proposes that the county equitabte share of Ksh. 258,008,000.000 and the conditional

allocations of Ksh. 25,733.685,204 bringing the total county allocation for the FY 2015/2016 to Ksh.

283,741,658,204, as contained in the Division of Revenue Bill (National Assembly Bill No. I I of 2015), be

adopted by the House.

MtN. NO. 102120t5 At).t()t jItNMliNl'

There being no o
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MINUTES OF THE IO71'IT SITTING OF THE STANDING COMMITTBE ON FINANCE,

COMMERCE AND BUDGET HELD AT COUNTY HALL, GROUND FLOOR BOARD ROOM

HELD oN WEDNESDAY, gr" ApRIL,20ts AT 8.00 AM

PRESENT

l. Sen.

2. Sen.

3. Sen.

4. Sen.

5. Sen.

6. Sen.

7. Sen.

8. Sen.

9. Sen.

ABSENT WITH APOLOGY

l. Sen.(Dr.) Agnes Zani

2. Sen. Catherine Mukiite

3. Sen. (Prof.) Anyang Nyong'o

4. Sen. Moses Wetangula

5. Sen. (Prof.) John Lonyangapuo

6. Sen. (Dr.) Willred Machage

7. Sen. (Dr.) Boni Khalwale

IN ATTENDANCE

I . Ms. Brenda Ogembo

2. Mr. Victor Bett

3. Mr. Gorod Abdi

4. Mr. Johnson Okello

-Chairman

-Vice Chairman

-Member

-Member

-Member

-Member

-Member

-Member

-Member

SENATE

-Committee Clerk

-Committee Clerk

-Parliamentary Budget Offi ce

-Deputy Director Legal Counsel - Senate

Billow Kerrow

Peter C)le Mositet

G.G. Kariuki

Mutahi Kagwe

Beatrice Elachi

Paul Njoroge Ben

Mutula Kilonzo Jnr

Mungai James

Zipporah Kittony

MIN. NO. IO3/2015 PRELIMINAR]ES

The vice chairperson called the meeting to order at 8.30 a.m., followed by a word of prayer. The vice

chairperson welcomed the members to the meeting.
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MrN. NO. 105/2015 RIIPOR'T ON THE DIVISION OF REVENLIE BILL,20I5

The Committee debated and deliberated on the draft report for onward submission to the House for
consideration in the special sitting.

The Chairman of the committee requested members on their concunence of the recommendations in the
draft report made in the previous meeting held after the public hearing.

The Committee went through the report and were of the opinion to address the following concems:

. That the conditional county allocations to level 5 hospitals be enhanced inline with the
Recommendations olCommission on Revenue (CRA) to address the challenges of resource
shortfalls

o That the salary awards by Salaries and Remuneration Commission be addressed as advised by CRA

. That in light ofthe disasters facing various counties such as accidents, terrorism and security
related incidences and effects ofdroughts and floods, that an allocation be provided inline with the
recommendations of Commission of Revenue Allocation. This intervention is crilical in mitigating
the disastrous effect ofsuch calamities by empowering the various affected counties through
adequate resource allocation to county emergency fund.

In addressing those concems, the Committee observed the deviation in the allocations as proposed in the
Bill against the recommendations of the Commission as well as looking at the criteria used in estimating
the shareable national revenue. This concems were discussed notwithstanding the position of the
Commission on the overall allocation to the shareable county allocation during the public hearing that
informed the recommendations of the previous meeting.

In addressing those concems , the committee recommended that:

. That the proposed conditional allocation to level 5 hospitals be enhance by kshs 1.536 billion

o That proposed allocation for salary awards be increased by kshs 1.8 billion.

r That kshs 4.4 billion be allocated towards the establishment ofthe county emergency fund .

The Committee then agreed to adopt the report through a consensus olthe Members.

MIN. NO. 10612015 ADJOURNMENT

There being no other business, the meeting was adjoumed at I1.45 am

2

MIN. NO. IO4I2OI5 ADOPTION OF THE AGENDA

Members adopted the agenda of the sitting after it was proposed by Sen. Peter Ole Mositet and seconded

by Sen. Mutula Kilonzo Jnr.
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COMMISSION ON RI]VENUE ALLO

OUR REF: CRA/CSO/P &S / rglY ol. 7 I rz IIATE: Bth r\pril zor5

Mr. J.lVI. Nyegenye
Clerk ofthc Senate
Clerk's Chambers
Parliament Buildings
NAIROBI

Dear Mr. Nyegenye

ItE: CIiA RECOMMENDATION ON TIIE Dfi/ISION OF
III'VENUE BILL zo 1F

The Commission on Revenne A_llocation (CRA) is established under
Article zr5 of the Constitution rvith its functions stated in Article z16.

Alticle zos(r) provides that wlrcn a Bill that includes prouisions clearing
tuith the sharing of reuenue, or any financial matter concenttng countA
qouernnletTts is published, tlte commission on Reuenue Allocation shall
cortsid.er tltose prouision:; and ma.ry make recommend.cttions to tlrc
Nahorzcl Ass ernbly and tlrc Senate.

It is in accordance with above Constil.utional provision that the
Commission irereby subrni[s to the ,-senate its recommendation on ther
Division or'Revenue Bill zor5.

llours Slililerel )'
I
I

George {rr-[o-.
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F-E' coMMrssroN oN RE\.ENUE ALLocATToN

CRA R.ECOMMENDA'IION
BILL zor5

ON'I'HE DN,ASION OF RE\,IENUE

In acco.da'cr: with this provision, thc commissio, on ,levcnue A,ocationtnakes thc f,ll<lwirrg .cconrnrerrcrirti.n on 1'hc 1(crrya Gazetle su|prementNo' z8 (NatirnarAsienibrylirrr ivo.r, pruri.rr.o on rBrh Vra.crr zor5, whichintroduces into the t'iational ,r..."rtiy irr. ,i.ri* o1 Rcvenue Bilr, zor5:That IGh.97g,69o milIion, be auocated to the nationaluo'ernment, I(sh.6,ooo milrion t, Equarisatioo-^r,rrrJ,'orraKsh.z58,oog million-to 
_cgunty gor"".,_.rrts as equitable share.'fhis is as a result of the f"ff"*,i.r!i

The County Allocation of Re,enne Act zor4 allocate. countygovei'nments I(sh. zz6,66o milli,n as eq*itable share to countv.qover,ments. This alloczrtion forms tf,. f,ur.fin... f;.";.*;:sharing to county governrnents for finanr:ial ycar: zot5/t6.

t

:) The baseline has l_reen acijusted by IGh. e,946 million toIGh'229,6o6 rn,lio,. fhe ndirstm"rii. rn,l',i..o,rces held by thenational gover.nment 
.in .financial y"ur"'ro:ra115 lbr devolvcclfirnctions, narnely Agriculirrral t..irirg Ccntl.cs, VillageI)ol.yl.ch nics and ailocat lor. to,l p..r* n.l"ii,,tr or,,r,.n ts u nclc' rheStatc Departrnent for Livcstock.

A,ticle zos(r) p'oviaes that wrren a BiII that i,cludes p.ovi.sionsdealing with the sharing 
"f ,;;.il or arly fina,cial matterc.nter'ing county goverrlments is pu,lished, the commissionon Revenue A'lloczrti,n shall c.nsicr"Iltro"" pr,visions ana ,ray

S:1;:".".""mrnendations to ,fr" 
- 
rV".ir"al As.sembll, and the



,) r\ revenue glor,r'th factor of 10.41 has been used to grow the

revenLle baseline o1 cor-rnty governlnents for financial year 2014

7is- rn. 1'evenLle gror,vth factor of to'4r%o is a three year average of

boththerevenueglowthandtheeconomicglowth'Thisgives
county govcrnments adriitional I'esources amounting to Ksh '

23,9c2 raillion

4. The Commission recotnmended that 15% of the fuel level lirnd'

amoltnting to Ksh. 3,3oo trillion be allocated to county

g,,u..r]r.,a.-rt, as equitable shale for maitrtenance of county roads'

th. silt provicles that this allocation be given as a conditional

a1l0cation. The commission obseives that the conditions afe

necessary [o ensLrre that t]re county governtlents do not reallocate

tire fr,rnds to other r.ises.

(_ornmission r.eccmmenrled that iGb. 3,3oo million be allocated to

couniy govcLtttttents as equitable share in financial vear zot'f -t6

for t eallng of Meclical equipment' Thc Bills irrovides that an

enhancecl iillocation of I(sh. 4,5oo rnilliol i-.e allocated to county

gouern,nerrts as a conditional grant. Thr: comrnission notes that

ihe allocation has been enhanced to cater for any increase in prices

riue to ii-rtlation in financial year zOt5f t6. Tl.re ComnLissioD has no

otlection tc, the ajlocation bcing a conditioDal allocation. This u'ill

.n,,.. that the funr]s are soleiy used for: leasirrg of nredical

equipmetrt. I-Itlv,'ever, the Commission reconttnends that further

discussions on the ieasing c,f mcdical equiprnent be held befs'ecn

Parliamettt. Mirlistrl' of Ilcalth and the ccttrnty goverDments to

ensr.rrc l-hat I(er-ryans get r''a-lLte ftx m0neY'

.-j-he Eill alltcates Ksh.6,ooo million to tJrc Equalisation Fr.rnd for'

fina.rrr,iil yt:ar. zor5/i6. ',Ihe cornrrlission recomtttends that the

il:gulatious oi:craticrna.li:ring the Irund bc' e-xpedited to avoid

fuitl,c,r rlelay in the ir:rpienlentatiou of t:Lre lund'
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P:rrt r - Preliminary
Section z

lledraft the interpretation of "county allocation", "county equitable share"
and "national government allocation" as follows:

"county allocation" means the share <>t reuenue rcistzd rmlionally computed
in accordance with Alticle zo3(z) of the Constitution that is allocated for
tlie u.se of the county government consisting of the county executive and the
county assembly and incltLdcrs allor:ations under Alticlc zoz(z);

"county equitable share" means lhe share of reuentLe roised nationally
allocated to the county level of goverrmcnt to be divided zimongst county
governments using the basis provided 1br in Article zt7 of the Constitution;

"natiorral governrnen[ allocation" nteans the share <>f reuette t,aisecl
ncLtiortalLg cornputed in accorclance rvith i\'ticle 2q(z) of the Constitution
that is allocated tbr the use of the nationai government consisting of the
Executirre, Parliament and the .Iudiciary.

-t



Parl I - Preliminar.v-

Sectit>n z

Reciraft the interpretation of "county allocation", 'count)/ equitable share"

and "national government allocation" as tbllows:

..counLy a]]ocatiorr,, means tlre slrar:e o{ reue-nrrc raised nationoll.y comprrted

in-ul.o.Jon.e with Articlc zo3(z) of the Constitution that is ailocated for

t}retlseoftheCountygovernmentcot-tsistingofthecor.rntyexecr"rtiveandthe
.;;il; ;;rrblv ancl i-nchrrles trllocations under Article zoz(z): '

,,cor.lnty equitable Shat'e" means thc share of reuenrLe raised nationallll

allocated tt the counfy level of go'ernment to be divided amongst counR'

;;.;;,;.;1rL,sing the basis providert for i, Afiicte zv of rhr.- constitr-iri,n;

"national go\/ernment allocatior-r" mealls the share of reuenue ta[secl

;;;;;;iyi"mputed in accor<ta,ce rvith Article 203(2) of the constitutio.

tir^i l, "fi".^t.d 
fo. the use of the national governinent consisLing of the

Exet:ntive, Parliament and the 'Iudiciary'



Table 1: Shareable Revenues to Coun Governments For Financial Year 2015/16

IBEC

A

I

Slum U d and Housin Develo ment
n e evo olls tne a

IV from the National Got.ernment Share

C
D Total Shareable Revenue for Financial Year zorz

Equitable Share to County Governrnent as a percentage of
E

I 66

o

oo

6 8 I

RECOMMENDATIONS

CRA
National

Treasury

Ksh. Millions

Allocation to Countv- Governments FY 20 226,66614/rS 226,660 226,660
B Additional Revenues for zorslr6

Adjustment for Revenue Grorr.th (Using a [hree
grouth of revenue &GDP =rO.41)

year average
23.9O223,596 23,90 2

Additional Costs for Countv Structures based on SRC and
II Transition Authori Circulars 12,53:l 4,500

1 Coun Salaries Gratui Allowances 6,s26

2 Coun Executive Salaries Gratui Pension Allowances 5,957

III
Devolved Functions beine perfo rmed by the National
Government in FY zo14/15 to be transferred as Shar.eable t,7tr r,466

3

Fisheries, Health Promotion, Library Services, Consumer
Protection) 1,4667,466 t,466

9:ts6 ,ooo s3s
Pror.ision for ECD Infrastructure 3,ooo

6 Villa e Pol chnics ooo g3s
\II Unfunded Devolved Functions 5,,347 545

z Asricultural Training Centres/Asri cultural Machanization Station 941 54s

B Establishment of Coun Funds (z% of zeo billion)Em en
-fotal Equitable Share 2.53,5o8275,84s f

I z58,oo8
776,858i z76,8s9

60/oShareable Revenue 2012 I

Assemblies
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'f :rble z : Conditional Allocartior-rs

Level itals 6oo

IBEC

o6 2,o54

B 8

Water Sen ices Boards SB

National Youth Sen'ice

% of fuel

6.300

1 fol Maintenance of Cout.t Roads

of Medical rui me11t

ensation for' Ib one usel t'ees

0()

oo 4,5(]0

oo
o62

oo

r8 l,easi _ _ 4,509

III
Healthcale Facilities corn
Total Conditional -{locations 1

oo
o6'>

6 268 ()

to,67t1o,67 |

at na

I

II
Devolved Functions being performed by
Government in FY zor4/rs

the National

10 Free Maternal Health Care

I ooo

ooo

14 Regional Development Authoritl (RDA) I

8ooI15

r6

1.7

I

19

IJ6 8zz6,8s8F zotzl t3 Total Shareable Revenue

:t5%
Allocation to County Government as a percentage of zotz/t3
Shareable Revenue

()()

G

I
Conditional Allocation: Grants and Loans

cRA _ _1j':eyq

4,031

| | | u lrertilizer and Seed Subsidy _
I I I rz Kenya Rural Roads Authority (KeRRA) 

-.-
GUB4L

21,2OO I - L

4390

71,8311

E,Totalsll4rye_t_o_C_og4ty_Gpvernnqe4lsfpl${-zor51r

Total Shareable Revenue zorsl16



COUNCIL OF COVERNORS

Telephone: (ozo) z:r4359
Mobile: 0725815206
E-mail:inf o@cog. go. ke

Our Ref:
You r Ref:

Delta Building z"d Floor
Chiromo Road
P.O. Box 4o401-oloo

Na-irobi

9th April, :or 5

coc.,l2l)
S EN/FC8/6EN-COR R/VOL.2/o75l2o1 5

J.M Nyegenye, CB5,
Clerk of the Senate,
First Floor Main Parliament Building
NAIROBI

Mr Nyegenye

RE: SUBMISSION ON THE DIVISION OF REVENUE BILL,2or5

The Council of Covernors' respects Article 6(z) of the Constitution which provides
that the two levels of government are distinct but inter-dependent and shall
conduct their mutual relations on the basis of consultation and cooperation.

Pursuant to this, the Council of Covernors' received a letter dated znd April, zor5
from your office inviting the Council to a Public Hearing on the Division of
Revenue Bill zor5 on 7th April zor5.

By recognizing the Senate's role as provided for in the Constitution with respect
to the Division of Revenue between the two levels of Government, the Council
through its Finance, Commerce and Economics Committee attended the meeting
and made its presentation on the same.

As a follow up, the Council hereby submits its presentation officially to your office
for considerations.

Yours Sincerely,'lr
H. E. Hon. lsaac Ruto, EGH

Chairman, Council of Governors

r



COUNCIL OF 6OVERNORS

COUNCIL OF GOVERNORS SUBMISSION TO THE SENATE ON THE DIVISION
OF REVENUE BILL 2ot5

COUNCIL OF GOVERNORS' POSIT]ON
.l Since the devolved system of Covernance came into place, the Council of

Covernors has always participated in the consultative process leading to
the Division of Revenue between the two levels of governments.

* zor5 being no exception, a number of consultative meetings have taken
place through the provided intergovernmental frameworks; IBEC, CRA
and National Treasury to determine the amount of money required for
the operations of the two levels of Covernments.

* The Council of Governors maintains its position to be allocated 45% of
the last audited revenue accounts in each financial year.

* The last audited accounts being zorzlr3 of KES 176.9 Billion the Counties,
allocation based on the Council's recommendation would be:-* .xeS r+goo5lillion

* this shou ld be taken as the Council,s position.

The Council believes that this should be anchored in the constitution and
law to ensure less conflict each year in the Division of Revenue between the
two levels of Covernments.

CONSUTTATIVE MEETTNGS ON THE 2ot5 DtVtStON OF REVENUE
t) On 3'd February 2015 the Council had a consultative meeting with the

Budget Committee of IBEC at the Safari park Hotel where the Council
maintained its position of 45% allocation to Counties based on most
recent audited accounts.

z) The meeting discussed the National Treasury,s proposal of KES 253.5
Billion and CRA's proposal of KES 282.4 Billion

lll)llt



l) None of the two institutions in their recommendations reached the

Council's position ol 45% as CRA's Counties' allocation recommendation

was)6%while the National Treasury's was ))% of the most recent audited

accounts.

Having participated in the meeting, the Council agreed with and supported

some allocations as provided for by CRA in their recommendations.

4) This was because some of the allocations provided for by the National

Treasury as conditional grants to the Counties, the Council felt that they

should be part of the equitable share and this was a view shared by CRA

in its recommendations. They lncluded:-

a) Leasing of medical equipment KES 4'5 Billion
The Council maintains that healthcare is a devolved function and

therefore this allocation should be transferred to the counties as the

facilities to be equipped are under the management of County

Covernments.

b) Adjusted cost of County Roads maintenance from fuel levy KES 3.1

Billion

c) Allocation to Level Five Hospitals KES 2.o64 Billion

The Council of Covernors maintains that this money should directly be

allocated to the specific Counties as equitable share of revenue rather

than be allocated to the Counties and administered through the

Ministry of Health

r) Village Polytechnics currently under Ministry of Education as capitation

equating KES 3.3 Billion' National Treasury provided for KES o.9 Billion

The amount of money allocated for this sector is limited as each county

will only get KES l9 million within the financial year which cannot fully

implement the Proiect.

2 | I'a s c

Other key recommendations from CRA that the Council supported and

maintained should have been adiusted to the Counties equitable share



The Council therefore submits that the allocation should be increased as
per the CRA's recommendation

z) County Assemblies (Salaries, 6ratuity & Allowances) equating KES d.6
Billion

3) County Executives (Salaries, Cratuity & Allowances) equating KES 6.0
Billion

These salary adjustments were based on various gazette notices issued by
the salaries and Remuneration Commission (SRC) and other guidelines
issued by TA.

The National Treasury had not allocated the funds to county governments
either conditionally or unconditionally even though it is a member of SRC
and played a part in the development of the circulars.

4) Establishment of County emergency Fund equating KES 4.4 Billion

5) Provision of ECD infrastructure equating KES 3.o Billion

The 2o15 Division of Revenue has no allocation for the ECD function yet this
is a core function for County Governments.

This sector has been underfunded ever since the devolved system of
governance came into place and the Council maintained that there should
be an allocation to the function as had been recommended by CRA

IBE_c lvlEET!NG oN IrH FEBBUABy zor5
* The Council maintained its position of 45% allocation of the recent

audited revenue accounts and support of the highlighted key
recommendations from the Commission on Revenue Allocation on
various allocations to Counties.

* through consultations and negotiations with National Treasury and CRA,
the meeting resolved to have Counties allocated additional KES 4.5 Billion
to caterfor the salaries and allowances as introduced by SRC in the
circu la rs.

3ll'aue



{ This money was to be equitably shared among Counties and each County

to determine the modalities of payment of such salaries.

* The Council maintains that this allocation of KES258 Billion is still not

enough for Counties operations but as it is a figure that was agreed upon

by the different institutions the Council submits that it will work with it'

Cquncil's Recommendation
The Council of Covernors maintains that even though IBEC reached a

consensus on the allocation of KES 258 Billion to County Governments in the

2o15/16 Financial Year, the allocation is not enough to implement the County

6overnments functions and is far off what the Council had proposed of KES

349.6o5 Billion.

The allocation represents 33% of the total equitable revenue

agc{
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Memorandum on Division of Revenue Bill (DORB) 20 l5 to the Senate
Finance, Commerce and Economic Affairs Committee (4th April 20 l5)

Health NGO Network (HENNET) is group of Civil Society Organizations working in the health
sector. concerned about the status offunding for the I I Level 5 Hospitals in Kenya.

ln 20 14, HENNET organized a rapid assessment on the status of funding in all the eleven Level
5 (L5) Hospitals in Kenya, and its impact on seryice delivery. The assessment was necessitated
by the realization that more evidence was needed after non state actors in 2014 presented a

Memo to Parliament requesting for a conditional grant allocation to Level 5 Hospitals in
2014t2015.

Consequently, we sought to establish how these facilities access and utilize the conditional
grant allocated, whether the grant is key in sustaining the operations of L5 hospitals, and how it
should be structured in the future.

Level 5 Hospitals have been operating under the County governmenm since August 2013 as
county health facilities. Since these facilities are high volume and provide specialized services to
patients from not only the host county, but to counties in the region and beyond, a conditional
Srant was initiated as part of resource allocation to L5 facilities, to ensure that the burden of
running the facilities is not too heavy on the host counties.

Key findings from our rapid assessment across the eleven Level 5 Hospitals indicate that:

o The conditional grant is a key resource for these facilities considering the role they play,
but not all the eleven facilities have been able to access the grant, despite
being allocated within the National Budget, and not all receive the grant in good time.
However, some facilities have made development strides with the funds they have
received, such as purchase of equipment which had not been done in a long time.

o There is no specific, outlined structure on the how the grant is disbursed, utilized and
reported. ln addition, there are no conditions imposed on how the funds should be used
and the basis for how they are distributed is unclear and appears to be changing over
time without justifi cation.

o Whereas some of the facilities are able to access their Facility lmprovement Fund (FlF),
or to get it back in full from the county government, not all counties are allowing the
facilities full access to these funds. Facilities that are allowed access ro these funds find it
easier to run day-to-day services.

o The extent to which the county tovernments are topping up the conditional grant is

unclear and it may be necessary to require counties to partially match the trant. some
counties have allowed the level 5 facilities to be semi-autonomous procurement agents,
easing access to vital commodities and services in the health sector. Facilities that have

'fu"



to Procure using the county s/stem have a difficult time providing services and accessing
essential commodities because of delays in the system.

The first conditional trant was Kshs 3.4 Billion (2013/2014), which was then reduced to Kshs
1.87 Billion (701412015) the following financial year. The Budget Policy Statement from national
Treasury for FY 2015/2016 proposed to increase this amount to Kshs 2.06 Billion, which has
been adopted by Parliament

HENNET fully supports this increase, which will allow the {acilities to have more resources and
work towards ensuring specialized services are available in these facilities as intended.

Secondly we want to thank the parliament for providing additional conditional grants for the
provision of free maternal services, and the leasing of Medical Equipment by the National
SOVernment.

As civil Society interested in better functioning of Level 5, we are therefore drawing the
attention of the House Committee to the following:

Obiects:
l. Securing the conditional trant as a source o{ revenue for Level 5 Hospitals

Draw the attention of the House Committee on:

l. The latest proposed allocation to Level 5 hospital is a good gesture from parliament, but
there is need to consider sustaining this granr.

2. That one of the conditions attached to the conditional grant be that counties can only
receive the trant if they allow facilities to retain or have access to the Facility
lmprovement Fund in full.

3. Conditional grant can be introduced as a matching trant that would require regional
counties to put in a certain amount of their own funds into the L5. This would allow
for the facilities to fully operate as Referral facilities, hence ensuring that the money
already distributed through the equitable share is actually used for the L5s.

Pray that:

I' The senate Finance and Economic Affairs Committee increase and sustain in future a

conditional grant for Level 5 hospitals
2. senate sets up crireria that would guide the allocation, disbursement, distribution, usage

and accounting of the conditional grants for the Level 5 facilities to ensure that the funds
apply to their intended use.



THAT this Memo has also been shared with:

l. Cabinet Secretary Ministry of Health
2. Senate Health, Labor and Social Welfare Committee
3. Senate Devolved Government Committee

Allan Ragi,

Executive Director,

Kenya AIDS NGOs Consortium (KANCO)

P. O. Box 69866-00400

Nairobi

Email: :., ,

For:

?
calth NG()'s Ncrwork

KAI'CO

fCO.
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THE CLERK OF THE SENATE,
P.O. BOX 41842-00100,
KENYATTA INTERNATIONAL CONFERENCE CENTER,
NAIROBI, KENYA.

RE: INTERNATIONAL BUDGET PARTNERSHIP KENYA,S SUBMISSION TO SENATE

KEY QUESTIONS ON DIVISION OF REVENUE 2015

2014/15
(Billions)

2075/16
(Billions)

Total Shareable Revenue

Cotrn Equitable Share

7,026.3t 1.,242.70

227 258
Percentage 22.t0o/o 20.7 60/o

2. ls there enough money for Level 5 Hospitals and are counties allocating matchint
funds to ensure the facilities maintain services? The conditional grant allocated for
these facilities in 2O75/76 is Ksh 2.064 billion, which is a slight increase compared to
what was allocated last year. However, this is still significantly lower than the Ksh 7.7
billion in recurrent funding allocated to provincial hospitals in 2Ol2/13. From the
first Division of Revenue Bill 2013, it has been assumed that the gap between what
facilities require and what is provided by the conditional grant is being filled by
counties. The logic of this arrangement is that counties hosting L5 facilities are
providing regional services and should not bear the cost of those services alone, but
at the same time, the host counties also benefit disp roportionately from the services
and must bear some of the cost themselves. How do we ensure that these facilities
are receiving adequate funding? lt is possible to require host counties to match the
funding from the conditional grant (up to a certain percentage) in order to ensure
that counties are filling this gap, but this has never been done. Given the
importance of these facilities, it is time to ask whether enough is being done to
ensure that they are fully financed.
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As the Senate debates the Division of Revenue Bill 2015, there are a number of issues that
should be considered to improve fairness in revenue sharing in 20tS/16.

1. The proposed equitable share to counties for 2OL5/16 is a slight decrease in the
share oftotal shareable revenues compared to what counties received in 2014/15.
The Senate should consider whether this level of funding demonstrates adequate
support for devolution. As overall revenues rise, should national government be
taking more of that increase than counties?
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3. More broadly, what are the actual conditions that guide the conditional grants in
the Division of Revenue Bill 2015? when funds are devolved to counties for specific
uses, the conditions should be indicated and a mechanism of enforcement provided.
Conditional grants are currently given for two reasons. One reason is that some
funds need to be transferred to counties using a distribution that is different from
the main revenue sharing formula guiding the "equitable share.,, Another reason to
give a grant is to ensure that certain national priorities are funded at the county
level. All conditional grants should therefore either be distributed in a manner that
is different from the formula, or they should come with conditions for how the funds
are to be used, or both. From the DORB 2015, it is not entirely clear what conditions
or distributional criteria apply to the conditional grants. For example, the medical
leasing scheme appears to be financing equipment in two facilities per county, which
suggests that this is a conditional grant that is not distributed according to the
formula. But it is also likely that this is a conditional grant that can be used only for
medical leasing. Are there other conditions attached to the grant? We cannot tell
(in fact, this may not be a grant at all; it may be funding entirely managed by national
government). As another example, the road maintenance grant appears to be given
conditionally to ensure that it is used for road maintenance; it is not clear what the
distributional criteria are, but it may be that they follow the CRA formula. This is,
however, highly questionable, given that the formula has no parameter related to
roads and tends to redistribute funding to areas with fewer roads. Giving a grant
that can only be used for road maintenance to areas with few roads may not be
sensible. Parliament should interrogate the rationale for the distribution and
conditions associated with all conditional grants.

4. Continuing with the issue of conditional gra nts, many of these grants are not
a€tually devolved to counties directly, but they are mixed with those grants that
are actually given to counties, creating confusion.
The Division of Revenue Bill (DoRB) mentions that the loans and grants in the
"conditional allocations section" will be included in the National Government budget
and managed at that level. Therefore, why is this included as part of the county
revenue in 201,5 /1,6? Moreover, these are among several funds that may not be
given directly to counties, from what we are able to conclude from other sources.
For example, it does not appear that the medical leasing funds will be given directly
to counties. lt is not clear whether the free maternity funds are given directly to
facilities or pass through county governmenu if the latter, the notes in DORB 2015
suggest that this may be replaced by an insurance modality which would likely be
facility-based. For purposes of transparency and to help inform county budgeting, it
should be clear which conditional allocations are actually conditionalgrants to the
counties, and which are not.

5. The decision to bring more conditional grants into the Division of Revenue Bill is
commendable, as these grants should all be considered together; however, this
requires a careful comparison with last year to understand what is actually
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5. There is a need for Parliament to ask how much money is still held up in the
National Government budget that could be devolved. There is still a substantial
amount of money held by the national government in the 2014/15 that could be
devolved, though this would require some significant state reform. From our
analysis, there is about Ksh 65 billion that should be up for discussion, of which some
portion could and should be devolved (see Annex). This is inclusive of government
grants and local Appropriation in Aid, but excludes any external funding. Reforms in
state corporations will play a key role in this discussion , as 73o/o of the Ksh 65 billion
consists of allocations to parastatals running county functions. These funds cannot
just be devolved without policy reform to cater for corporations that are performing
regional functions, corporations that are performing both national and county
functions, and corporations performing shared functions (such as energy). There are
also some national agencies that were slated for devolution in 201,2/ f3 but have
been pulled back that deserve a second look. The Senate should start the debate on

Conditional Grants
201al1s (Ksh)
(Billions)

201sl16 (Ksh)
IBillions)

Level 5 Hos ital Grant 1.8 5

Free Materni 4.00 4.30
DANIDA Health Grant o.73 0.85
World Bank Health Grant+* 0.s1
Medical Ieasin 3.30 4.50
It M LF Grant [Road maintenance) 3.30
Health User Fee Grant* 0.70 090
Totals t6.41
Funds managed by national for counties
Total "conditional allocations"
Total equitable s ha re+ co n d i ti o na I
allocations
Percent of shareable revenue

13.17
23.75

250.4
24.40/o

9.32
25.73

243.73
22.BVo

happening to total county revenues. The table below compares conditional grants
between the two years, showing that the total grants last year were much higher
than normally reported, because these grants were not included in the DORB last
year. Thus the increase in funding is much smaller this year than it might otherwise
appear. Coupled with the decline in the counties' share of the total shareable
revenue, this implies that county revenues are growing slowly.

*Funds were not part of DOR last year and were not counted as a conditional grant
though it was distributed through the budget

*+Funds were available in 2014/LS but were not given directly to counties as is planned
lot 2015 /LG

2.06

10.58
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how to make adjustments that will ensure each function is run by the right level of
government without ne8atively affecting service provision.

7. Even if the technical analysis of how much it costs to run functions at their current
levels is correct, the DOR is more than an accounting exercise and should also be

based on the relative priority we attach to education, security and other national
functions versus health, agriculture and other devolved functions. The "baseline"

used in the DORB is an adjusted and inflated figure based on relative priorities of
different sectors in 201,7/73, and may not reflect the relative importance of these

sectors in 201,5/16. Parliament must debate and decide these matters.
8. What projects/programmes are funded by the conditional allocations from loans

and grants totalling Ksh 10.7 billion? The DoRB does not provide much information
about such projects in terms of locations and individual costs but this has

implications on county revenue. This information allows the counties to have an idea

of what donors are funding in the counties so that they can avoid allocating money

to the same projects or programmes. This should also include the time it will take to
implement these donor funded projects.ln 201,4, the County Allocation of Revenue

Bill had some level of detail on projects funded by donors, but we have not been

able to access it so far. This information should be made readily available along with
the DOR.

9. Are the National lnterest priorities under the National Government based on a

broad national consensus? The "national interest" mentioned in Article 203 of the
constitution as a criteria for revenue sharing should refer to priorities for the country
as a whole. lt does not refer to national government priorities alone, nor does it
refer only to those functions (such as security) carried out by the national
government. The "national interest" should be based on a broad social consensus

that cuts across both levels of government. For example, a broad social consensus

could determine that primary health care was a vital national interest, and that
would require counties to have additional funding to support implementation of that
function. The 2015/16 DoRB is more specific about how the "national interest" has

been defined than the 2074/75 DoRB. However, it appears that the definition used

includes only those funds that will be managed by national government (even for
farm inputs, a county function) and there is no evidence that this "national interest,"
which includes laptops, etc. is the result of any consensus agreement among key

stakeholders, including the two levels of government. The choice about what to
include in national interest reduces the amount of revenue available for sharing by

over Ksh 70 billion, so it is important to consider it carefully.

10. What are the costs of administrative services in the counties and is the funding

Biven to counties sufficient to manage it? There has been considerable discussion

on how much counties have to spend on administration and whether this is affecting
the amount of resources available to run basic services. However, the level of
information in the DoRB does not really give a full picture of county administrative
costs. Over time, the National Treasury and CRA have produced different estimates

of administrative costs at county level. These estrmates have never been consistent
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or final, and it is imperative that Parliament demand an updated and complete
estimate of all county administrative costs based on the latest notices from the
Salaries and Remuneration Commission.

An nex

Resources in2Ot4/15 budget that should potentially be devolved by source

Toral Goi,trnalnl
Gr.Etr+1...1 Total Fuodbt

rhara lo

Gr.nts Lo<.| A.lA Ext.roal
ihrr.d Fundion!
Domrn:nt EYt.mrl Fundin

ljnu RuMin N.tion.i rnd Coun
lnitirllv D4olycd But Partieli! or ful)t R.r.in ed

Total Allo<rtlon to Starcd fuoctionJ
Totrl Allo.ation to D.eolr.cd but R.bln.d Fun.rion.
Tot.l

St:lc

This table highlights funding in the 2014/15 budget that should be discussed for possible devolution. The
ate8ories are:

:hored Functions. These are institutions that are performing functions that are shared in the constitution,
uch as energy, where it is not clear how much of what they are doing should be devolved.

,ominant external lunding. These are devolved budget heads but they are almost entirely funded by
xternal funds. There is a small amount of local funding that could potentially be devolved, but may also
,e counterpart funding to secure donor funds. These areas cannot be devolved as they are currently
unded, but they represent devolved functions that could eventually be devolved if their funding
rrangements changed.

'egionol Agencies. Budget heads running devolved functions at a regional level such as the Water Service
oards. Regional bodies may need to be reformed rather than dissolved to ensure regional cooperation
ontinues.

ingle Unit Running Notionol ond County Functions. Some budget heads are for units that seem to run
oth national and county functions and it is not clear how these should be split. The NationalTransport
nd Safety Authority is an example.

ritially Devolved but Partiolly or Fully Retoined. Another set ofvote heads that were marked partially or
llly devolved in the 2012/13 budget have remained in the 2014/15 budget for reasons that are not clear.
ome may have been devolved in error, but this shoutd be interrogated.

tevolved but Retoined. These are budget heads that correspond to devolved functions and there does not
ppear to be any reason why they should not be devolved.

15.350.629.70? i.1i0.000 000 t0 r61.000.000 3a,653.629.702 {80,/o

1.803.79q 610 1:.:79.89+.126 r4.082,693.796 t7o/o
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117.079.8,t0.918
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urther details available upon request.
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