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1.0 Introduction
1.1 Establishment of the Committee

1. The Mediation Committee on the County Government Additional Allocation (National
Assembly Bill No. 23 of 2023) was constituted by the Speaker of the National Assembly
and Speaker of the Senate on November 29, 2023, and 28" October 2023, respectively,
pursuant to standing order 149 of the National Assembly Standing Orders and standing
order 166 of the Senate Standing Orders.

The Committee membership was constituted as follows-

NO NAME
DESIGNATION
1 Hon. Ndindi Nyoro, CBS, MP Co-Chairperson
2 Sen. (Dr.) Boni Khalwale, CBS, MP Co-Chairperson
3 Hon. GK Kariuki, MP Member
4 Hon. Mary Emaase, MP Member
5 Sen. Shakila Abdallah Mohamed, MP Member
6 Hon. Anthony Oluoch, MP Member
7 Sen. Veronica Waheti Maina, MP Member
8 Hon. Catherine Omanyo, MP | Member
9 Sen. Esther Anyieni Okenyuri, MP Member
10 Hon. Joshua Kimilu, MP Member
11 Sen. Lenku ble Kanar Seki, MP' | Member
12 Sen. Eddy Gicheru Oketch, MP Member
13 Hon. Kipchumba Toroitich, MP Member
14 Sen. Betty Batuli Montet, MP Member
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1.2 Mandate of the Mediation Committee

2. The mandate of the Mediation Committee was as set out in Articles 112 and 113 of the
Constitution of Kenya, standing order 149 of the National Assembly Standing Orders
and standing order 166 of the Senate Standing Orders. The scope of the committee’s

mandate is outlined as follows.

i. To consider Bills where the Houses do not agree on all or any of the amendments
made by either Houses;

ii. To consider Bills where either House rejects a Motion that a Bill which originated in
the other House be read a Second or Third time; and

iii. To attempt to develop a version of the Bill that both Houses will pass.

3. The Committee was established to develop an agreed version of the County Governments
Additional Allocations Bill (National Assembly Bill No. 23 0f 2023). The version was then
presented to both Houses for approval pursuant to Standing Order 149(6) of the Standing
Orders of the National Assembly and standing order 161 (1) of the Standing Orders of the

Senate.

1.3 Committee Meetings and Methodology

4. The Committee held a total of two (2) sittings to deliberate on the Bill in accordance with
the Constitution and relevant provisions of the Standing Orders of the Senate and the

National Assembly.

5. During the first sitting, the Committee appointed Sen. (Dr.) Boni Khalwale, CBS, MP and
Hon. Ndindi Nyoro, CBS, MP as the co-chairs of the Committee pursuant to Standing Order
166 (4) of Standing Orders of the Senate and Standing Order 149(4) of Standing Orders of
the National Assembly. However, during the first meeting Hon. Ndindi Nyoro, CBS, MP
was absent with an apology and it was resolved that Hon. GK Kariuki, MP, will be co-Chair

on his behalf.
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6. During its deliberations, the Committee received submissions from the National Trecasury

and Planning. This report includes a version of the Bill developed by the Committee for

consideration by both Houses.

1.4 Acknowledgements

7. The Mediation Committee appreciates the offices of the Speakers and the Clerks of both
Houses of Parliament for the support extended in the execution of its mandate. In
particular, the Co-Chairpersons extend  their appreciation to all Members of the
Committee for their patience, sacrifice, endurance, and commitment to completing the

assignment under a tight schedule.

8. Finally, it is now my pleasant duty and privilege, on behalf of the Mediation Committec,
to table the Report on the County Governments Additional Allocations (National
Assembly Bill No. 23 of 2023) and to recommend the adoption of the agreed version of
the Bill to the Houses, pursuant to Article 113(2) of the Constitution and Standing Order
167(3) of the Standing Orders of the Senate, and standing order 150(3) of the Standing
Order of the National Assembly.

Hon. Ndindi Nyoro, CBS, MP., Committee Co-Chairperson

—_
SIGNED .......... m"’}’ .............................................................
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1.5 Adoption of the Committee Report
_ Pursuant to Standing Order 223(2) of the Senate Standing Orders and Standing Order

199(4) of the National Assembly Standing Orders, the Mediation Committee adopted the
report on the County Governments Additional Allocations Bill (National Assembly Bill
No. 23 0f2023). The Members of the Committee hereby affix their signatures to this Report

to affirm adoption the Report —

NO NAME DESIGNATION  SIGNATURE

1)  Hon. Ndindi Nyoro, CBS, MP Co-Chairperson

2)  Sen. (Dr.) Boni Khalwale, CBS, MP Co-Chairperson

3)  Hon. GK Kariuki, MP Member
4)  Hon. Kipchumba Toroitich, MP Member — eeeeeereeeieiieeens
5)  Hon. Anthony Oluoch, MP Member A&L“A" C\‘\
6) Hon. Joshua Kimilu, MP Member

7)  Hon. Catherine Omayo, MP @ ‘{\C\‘l\j’o Member

9)  Sen. Esther Anyieni Okenyuri, MP Member
10  Sen. Veronica Waheti Maina, MP Member
11 Sen. Lenku Ole Kanar Seki, MP Member
12 Sen. Eddy Gicheru Oketch, MP Member

13  Sen. Shakila Abdallah Mohamed, MP Member

Sen. Betty Batuli Montet, MP Member

14 e vty
AS Hon. W\ouj Eowantle NP NUESVEY \/%
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2.0 Background

10. The County Government Additional Allocation Bill (National Assembly Bill No. 23 of

11

12.

L3.

2023) was published on 24" May, 2023. The overall objective of the Bill is to provide
additional allocations to counties from the National Government’s share of revenue

pursuant to Article 190 and Article 202(2) of the Constitution.

. The County Governments Additional Allocations Bill, (National Assembly Bill No. 23 of

2023) was considered and passed by the National Assembly on June 27, 2023.
Consequently, in accordance with Article 110(4) of the Constitution and the provisions of
Standing Order 142 of the National Assembly Standing Orders, the Bill was referred to the

Senate for concurrence.

The Senate reviewed the Bill and passed it with various amendments that were
communicated back to the National Assembly on October 26, 2023. The National
Assembly considered the Senate amendments to the Bill and rejected them. In this regard,
the Bill was committed to a Mediation Committee established in accordance with Article

113 of the Constitution.

The County Government Additional Allocations Bill for the Financial Year 2023/2024

comprises the following:

(a) Allocations to counties from the national government’s share of revenue;

(b) unconditional allocations to County Governments from Court fines and
Mineral Royalties;

(¢) Conditional allocations from proceeds of loans and grants from development
partners; and

(d) the National Government's expenditures on devolved functions to be -

converted to Additional Conditional Grants to the County Governments.
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3.0 The Bill as approved by the National Assembly

14. The National Assembly considered and approved the County Governments Additional
Allocations Bill (National Assembly Bill No. 23, of 2023) with a total of Kshs.

56,180,983,514 as the additional allocations to counties for FY 2023/24. This allocation

was divided into four schedules as follows:

A. First Schedule: additional allocations from the national government’s share of revenue

amounting to Kshs.15,816,000,000.

Project description Allocation
Kshs.
1 | Supplement for County Headquarters Construction 454,000,000

2 | Leasing of Medical Equipment

5,862,000,000

million.

Aggregated Industrial Parks Programme for 18 counties -each Ksh.250

4,500,000,000

4 | Fertilizer Subsidy Program

5,000,000,000

Total

15,816,000,000

B. Second Schedule: unconditional allocations to county governments from Court fines
and Mineral Royalties of Kshs.3,043,584,126.

SN Allocation descriptions

Allocation amount

Kshs.

5 Court Fines 108,660,979
6 Mineral Royalties 2,934,923,147
Total 3,043,584,126

C. Third Schedule: conditionél allocations from .proceeds of loans énd grants from

development partners amounting to Kshs.33,192,137,406

SN | Donor project name Amount
(Kshs.)
7 IDA (World Bank) credit (National Agricultural and Rural Inclusive
Growth Project (NARIGP) 3,150,000,000
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SN | Donor project name Amount
(Kshs.)

8 IDA (World Bank) credit National Agricultural Value Chain

Development Project (NAVCDP) 8,250,000,000
9 IDA (World Bank) - Kenya Climate Smart Agriculture Project (KCSAP) | 2,160,000,000
10 | IDA (World Bank) credit: Water & Sanitation Development Project 5,350,000,000
11 | DANIDA Grant - Primary Health Care in Devolved Context 577,500,000
12 | IDA (World Bank) Credit (Financing Locally- Led Climate Action

(FLLoCA) Program, County Climate Institutional Support (CCIS) Grant 517,000,000
13 | Sweden- Agricultural Sector Development Support Programme (ASDSP) 72,797,253

11
14 | German Development Bank (KfW)- Drought Resilience Programme in

Northern Kenya (DRPNK) 765,000,000
15 | World Bank - Emergency Locust Response Project (ELRP) 2,302,630,288
16 | World bank - Kenya Informal Settlement Improvement Project (KISIP II) 3,269,530,746
17 | Kenya Livestock Commercialization Project (KELCLOP) 344,300,000
18 | Aquaculture Business Development Project (ABDP) 245,879,120
19 |IDA (World Bank) Credit (Financing Locally- Led Climate Action | 6,187,500,000

(FLLoCA) Program, County Climate Resilience Investment (CCRI)Grant

Total

33,192,137,407

D. Fourth Schedule: National government expenditures on devolved functions converted
to additional conditional grants, totalling Kshs.4,129,261,981

SN | Project Name Amount (Kshs.)
20 | Livestock Value Chain Support Project 1,642,868,40
0

21 | De-Risking and Value Enhancement 2,165,507,08
. _ 0

22 | Kenya Marine Fisheries and Socio-Economic Development (KEMFSED) | 320,886,501

project

Total | 4,129,261,98

1
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4.0 Amendments by the Senate
15.The Senate considered the County Governments Additional Allocations Bill, (National
Assembly Bill No. 23 of 2023) as approved by the National Assembly and passed it with

the following amendments.

a. Insertion of a new paragraph (e) under Clause 5(5) to provide for conditional
allocations for the transfer of library services. Consequently, the First Schedule
was amended to include column F—, which sets out the allocation of Kshs. 424.6

million for the transfer of library services.

i. Inthe 2023 Budget Policy Statement (BPS), the government proposed that
the attendant payroll of approximately Ksh.425 million be disbursed to
County Governments to meet the costs of the transfer of the library service
function to county governments. These funds were included in the county
governments share of nationally raised revenue as provided for in the
Division of Revenue Act 2023. Consequently, during the passage of the
County Allocation of Revenue Bill, 2023 these funds were shared among all

47 counties using the Third Basis criteria.

ii. It is notable that library staff working in 33 counties have since been
transferred to the respective county governments at the beginning of the
Financial Year 2023/24. As such, the payroll cost is expected to be met by

particular county governments.

b. Insertion of a new paragraph (n) in sub-clause (6) immediately after paragraph (m)
to include conditional allocations financed by a grant from the German
Development Bank (KfW) to finance the Locally-Led Climate Action Program
(FLLoCA) (County Climate Resilience Grant). Subsequently, the Third Schedule
was amended to include column P setting out an allocation of Kshs.1.2 billion to

sixteen counties.
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i.  The Germany Development Bank (KfW) Loan for Financing Locally Led
Climate Action (FLLoCA) Program County Climate Change Resilience Grant
- CCRIG) of Kshs.1.2 billion was proposed by the National Treasury during its
engagement with the Senate Standing Committee on Finance and Budget.

ii. The Beneficiary sixteen (16) Counties include Trans-Nzoia, Uasin-Gishu,
Elgeyo-Marakwet, Nandi, Kericho, Bomet, Kakamega, Vihiga, Bungoma,
Busia, Siaya, Kisumu, Homa Bay, Migori, Kisii and Nyamira. The criteria for
allocation of Kshs.1.2 billion shall be set out in section 5(6)(n) of the County
Government Additional Allocations Act, 2023.

c. Amendment to clause 5, sub clause (9) of the Bill to ensure that all additional
allocations are disbursed by the National Treasury directly to the respective County
Revenue Funds rather than through the respective MDAs. The other amendments
were minimal changes to the text of the Bill meant to clarify the wording and flow

of the Bill and as such, were not contested.

5.0 Consideration of Senate Amendments by the National Assembly.

16.Following the amendments by the Senate, the Bill was then referred back to the National
Assembly for concurrence on the schedule of Amendments, pursuant to Article 112(1) (b)

of the Constitution and Standing Orders 46(1) and 164(c) of the Senate Standing Orders.

17. The National Assembly considered the Senate amendments to the County Governments
Additional Allocations Bill (National Assembly Bill No.23 of 2023) on 23rd November
2023, pursuant to Standing Orders 145, 146, and 147 of the National Assembly Standing
Orders and rejected the Bill as amended by the Senate. Rejection of the Bill was primarily

due to the following concerns-

i. Allocation of an additional Ksh. 424.6 million for the transfer of library
services. Given the tight fiscal space and that this item does not have a financing
provision in the budget for FY 2023/24, there was concern about how this allocation

would be funded.
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ii. Amendment to clause 5, sub clause (9) of the Bill to ensure that all additional
allocations are disbursed by the National Treasury directly to the counties. The
concern is with regard to the conditional allocations that are typically disbursed
through the implementing agencies/MDAs subject to the fulfilment of stipulated
conditions. Channelling these funds directly to County Governments will adversely

affect National Government oversight of these funds.

6.0 Other Emerging Concerns

18. The Supplementary Estimates I for FY 2023/2024 implemented some changes in the budget
outlay of the National Government that have substantially altered the resources to be

disbursed to counties as additional allocations. The affected items included the following:

i.  Conditional allocation towards the Leasing of Medical Equipment: This
was revised to zero from the initial allocation of Kshs.5.862 billion.

ii.  Conditional allocation for Aggregated Industrial parks: This was reduced
by Kshs.200 million, from Kshs. 4.7 billion to Kshs. 4.5 billion.

iii.  Conditional allocation from the proceeds of loans and grants from
development partners: Downward and wupward revisions in the
Supplementary Estimates of individual donor projects. (4dnnex I details the
changes)

19. The total proposed allocation for Financing Locally led Climate Action (FLLoCA)-County
Climate Resilience Grant (CCRI), as submitted by the National Treasury, amounts to
Ksh.9.29 billion. However, the approved amount in the supplementary estimates I for FY
2023/24 is Ksh.4.89 billion. This implies that the amounts allocated to FLLoCA are not
fully reflected in the approved Supplementary Estimates.

20.In their submission to the National Assembly, giving their views on the Senate
amendments, the National Treasury gave some proposals to the National Assembly, which

may require further interrogation. These are as follows:

12 The Report of the Mediation Committee on the County Government
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ii.

13

13

Unconditional allocations for Mineral Royalties: The National Treasury observed that
these amounts are not captured in the FY 2023/24 Supplementary estimates for the
National Treasury and the State Department for Mining, and should therefore not be
transferred to the beneficiary Counties in the FY 2023/24. Further, the framework for

disbursement of these funds was not in place.

On the Senate Amendments to the Bill, the National Treasury proposed that Clause 4 of
the Bill be amended in sub-clause (1) by inserting the words “additional allocations in
the form of” immediately before the words “loans and grants” in paragraph (c). The

rationale is that the phrase “in the form of* has been omitted in the Senate amendments.

The Report of the Mediation Committee on the County Government
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5.0 Observations and Resolutions by the Mediation Committee

21.In its sitting held on Wednesday, 14™ February 2024, the Committee considered the

contentious issues as follows-

ii.

Insertion of paragraph (e) under clause 5(5) to provide for conditional
allocations for the library services of Kshs. 425 million.

The Committee observed that the 424.6 million was shared as equitable share among
all 47 Counties, 21 of the 33 counties with the library function had a shortfall
amounting to Ksh.162.85 million. The Committee agreed that this amount be
included in the Bill and subsequently be factored in the Supplementary II budget of
FY 2023/24 to offset the shortfall.

Committee Resolution:

The Committee resolved to amend the Bill to include an additional allocation for
conditional allocations for library services to cover the shortfall amounting to

Kshs. 162.85 million.

Deletion of Clauses and Columns on Mineral Royalties Allocations.

The Committee noted that the Mineral Royalties are an unconditional allocation and,
thus, an entitlement to the Beneficiary Counties under Section 183(5)(b) of the
Mining Act 2016.

Committee Resolution:

iil.

14

The Committee rejected the deletion of clauses and columns that contain the Mineral

Royalties allocation and agreed that they should be reinstated in the bill.

Deletion of clauses and Columns on Leasing of Medical Equipment (MES)
The Committee observed that there are challenges in implementing this project, such
as a lack of specialized personnel and the necessary infrastructure to absorb the

equipment in some counties. Therefore, there was a need to delete clauses and

The Report of the Mediation Committee on the County Government
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columns that contain conditional grants for leasing of medical equipment (MES)

amounting to Kshs. 5.862 billion

Committee Resolution:

The Committee accepted the deletion of clauses and columns that contain

conditional grants for leasing of medical equipment (MES).

iv.  Variations in Loans and Grants from Development Partners.
The Committee sought further clarification from the National Treasury on the current
status of loans and grants from development partners especially the allocation under
FLLoCA whereby the amounts allocated are not fully reflected in the approved
Supplementary Estimates 1 of FY 2023/24. The National Treasury committed to
increasing the budget allocation for FLLoCA from the Kshs. 4.9 billion, as contained
in Supplementary Estimates I to Kshs. 9.3 billion during Supplementary Estimate II.
This will enable transfer to counties of a total of Kshs. 7.9 billion under the programme.

The balance is for administration purposes within the state department.
Committee Resolution

The Committee resolved that the Bill be amended to reflect the additional resources

broken down as follows-

a) FLLoCA (CCIS component in column F of the Third schedule)- Kshs. 517 million;

b) FLLoCA (CCRI component in the column M of the Third Schedule)- Kshs. 6.2

billion; and

¢) FLLoCA (KfW component in column N of the Third Schedule)- Kshs. 1.2 billion.

v. - Amendment on Clause 5(9) to provide for the direct disbursement of all Additional

Allocations to Counties by National Treasury rather than through the implementing
MDA:s.

The Committee noted that some of the additional allocations cannot be disbursed

directly, as there are conditions that must be met for disbursement to be made. The
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implementing MDA are best suited to ensure that such conditionalities are met before
disbursements are made. The National Treasury can only directly disburse

unconditional allocations.

Committee Resolution:

Vi.

vil.

The Committee resolved that all additional allocations to county governments, except
the unconditional allocations from Court fines and fees under clause 5(2) of the Bill,
shall be transferred to the respective County Revenue Fund Accounts by the
implementing Ministries, Departments and Agencies (MDAs. The National Treasury

shall disburse allocations from court fines and fees directly to the counties.
In accordance with Sections 191A-191E of the PFMA, 2012.

The Committee observed the National Treasury and the Council of Governors had
severally requested for exception from the requirements of section 191A -191E of the
PFM Act, 2012 on the Intergovernmental Agreements. The Committee noted that there
were efforts to finalize the model agreements but more time would be required to
complete the process. In this regard, the Committee agreed to suspend this requirement
for FY 2023-24 and FY 2024-25 to allow both levels of government time to finalize

the model agreements.
Committee Resolution:

The Committee resolved to extend the moratorium on the requirements for FY
2023/2024 and FY 2024/2025. This will allow the National Treasury and respective

County Governments adequate time to finalize the model agreements.

-Agreed Schedules to the Bill

The Committee adopted the revised first, second, third and fourth schedules annexed to the

report to be the basis for the mediated version of the Bill.

16
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6.0 Annexes
1: Minutes
2: Agreed Schedules to the Bill
3: Agreed Version of the Bill

4: Submission from the National Treasury
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REPUBLIC OF KENYA

13T PARLIAMENT — (THIRD SESSION)

MINUTES OF THE FIRST (1%7) SITTING OF THE MEDIATION COMMITTEE
ON COUNTY GOVERNMENTS ADDITIONAL ALLOCATIONS BILL, 2023
(NATIONAL ASSEMBLY BILL NO.23 OF 2023) HELD ON WEDNESDAY, 1471
FEBRUARY, 2024 AT COUNTY HALL IN GROUND FLOOR BOARDROOM,
PARLIAMENT BUILDINGS FROM 1:00 P.M

MEMBERS OF THE NATIONAL ASSEMBLY PRESENT

1. Sen. (Dr.) Boni Khalwale, CBS, MP - Co-Chairperson

2. Hon. GK Kariuki, MP - Temporary Co-Chairperson
3. Hon. Mary IEmaasc, MP - Member

4. Hon. Kipchumba Toroitich, MP - Member

5. Hon. Anthony Oluoch, MP - Member

6. Hon. Joshua Kimilu, MP - Member

7. Sen. Esther Anyicni Okenyuri, MP - Member

8. Sen. Eddy Gicheru Oketch, MP - Member

9. Sen. Betty Batuli Montct, MP - Member

10. Hon. Catherine Omanyo, MP - Member

ABSENT
1. Ho

2. Sen. Veronica Wahcti Maina, MP
1. Sen. Lenku Ole Kanar Scki, MP
2. Sen. Shakila Abdallah Mohamed, MP

WITH APOLOGY.
n. Ndindi Nyoro, MP

SECRETARIAT

Dr.
Mr
Ms

=0 B g =
<
-

Martin Masindc

. Robber Nyaga

. Lucy Makara

. Christopher Gitonga
. Danson Kachumbo

. Beverlyne Chivadika
. Jemimah Waigwa

- Co- Chairperson
Member
- Member
Member

Dircctor, PBO

Deputy Director, PBO

Dcputy Director, PBO

Clerk Assistant

Fiscal Analyst/ Clerk Assistant
Clerk Assistant

Senior Legal Counscl



8. Ms. Lucy Radoli - [.cgal Counscl

9. Ms. Millicent Makina - I'iscal Analyst

10. Mr. Moscs Mwariri - [.egal Counscl

11.Mr. Ringine Mutwiri - I'iscal Analyst

12.Ms. Joan Mahinda - Rescarcher

13. Mr. Elijah Ichwara - Audio Officer

14. Mr. Danicl Kirwa - Scarjent-At-Arms
MIN/NA/SEN/CGAAB/01/2024 PRELIMINARIES

The meeting was called to order at 1:30 p.m. This was followed by a word of prayer by
Sen. (Dr.) Boni Khalwale, CBS, MP.

MIN/NA/SEN/CGAAB/02/2024 ADPOTION OF THE AGENDA

The agenda was adopted afier it was proposcd by Sen. Eddy Gicheru Oketch, MP, and
seconded by IHon. Mary IEmaasc, MP as listed below-

1. Prayer;

2. Introductions;

3. Adoption of the Agenda;

4. Election of the Chairperson and Vice Chairperson;

5. Mediation on the County Governments Additional Allocations Bill, (National

Assembly Bills No. 23 0 2023);
Any Other Business;

7. Date of Next Meeting; and

8. Adjournment.

2

MIN/NA/SEN/CGAAB/03/2024 ELECTION OF THE CHAIRPERSON AND
VICE CHAIRPERSON

The Presiding Officer called for proposal of the Chairperson and Vice-Chairperson.
However, after deliberation, the Committee unanimously agreed that Sen. (Dr.) Boni
Khalwale, CBS, MP, and Hon. Ndindi Nyoro, MP, be Co-Chairpersons after being
proposed by Sen. Eddy Gicheru Oketch, MP and scconded by Hon. Kipchumba Toroitich,
MP. However, since Hon. Ndindi Nyoro was not present, the Committec unanimously
agreed that Hon. GK Kariuki, MP, would be the temporary Co-Chairperson.

MIN/NA/SEN/CGAAB/04/2024 MEDIATION ON COUNTY
GOVERNMENTS ADDITIONAL




ALLOCATIONS BILL, (NATIONAL
ASSEMBLY BILLS NO. 23 OF 2023)

Brief from PBO

Upon invitation, the Parliamentary Budget Office bricfed the Committee on the following-

a) Contents of the Bill as approved by the National Assembly- the National Assembly
approved Kshs.56,180,983,514 as the total additional allocations to counties for the
'Y 2023/24:

- additional allocations from the national government’s share of revenue
amounting to Kshs.15,816,000,000;

- unconditional allocations to county governments from Court fines and
Mincral Royaltics of Kshs.3,043,584,126;

- conditional allocations from procceds of loans and grants from development
partners amounting to Kshs.33,192,137,406; and

- National government cxpenditures on devolved functions converted to
additional conditional grants, totalling Kshs.4,129,261,981.

b) Key amendments by the Senate to the Bill:

- Insertion of a ncw paragraph (¢) under Clause 5(5) to provide for conditional
allocations for the transfer of library services. Consequently, the first
schedule was amended to include column IF- which set out the allocation of
Kshs.424.6 million towards the transfer of the library services.

- Inscrtion of a new paragraph(n) in subclause (6) immediately after paragraph
(m)- to include conditional allocations financed by a grant from the German
Development Bank (KfW) to finance Locally-Led Climate Action Program
(FLLoCA) — (County Climate Resilience Grant). Subsequently, the Third
Schedule was amended to include column P setting out an allocation of
Kshs.1.2 billion to sixteen counties. This proposed by the National Treasury
during its cngagement with the Senate Standing Committee on Finance and
Budget. '

- Amendment to clause 5, subclause (9) of the Bill to ensure that all additional
allocations arc disbursed by the National Trcasury directly to counties.

¢) The National Assembly rcjected the Scnate amendments to the Bill citing the
following reasons-

- tight fiscal space and that the allocation of Kshs.424.6 million towards
transfer of library services does not have a financing provision in the budget
for ¥Y2023/24; and



- Channelling additional allocations dircctly to countics will adversely affect

national government oversight of the funds. |
d) Other Emerging Issues

- The Supplementary I Estimates for I'Y 2023/2024 undertook a number of
budgetary revisions which substantially altered thc amount money available '
to be disbursed to counties as additional allocations. The affected items were
follows:

i. Conditional allocation towards the Lcasing of Medical Equipment
was revised to zero from an initial allocation of Kshs.5.862 billion.

ii. Conditional allocation for Aggregated Industrial parks was reduced
by Kshs.200 million, from Ksh. 4.7 million to Ksh. 4.5 million.

iii. Conditional allocation from proceeds of loans and grants from the
development partners was revised downward and upward on
individual donor projects.

- the total proposed allocation for FLLLoCA as submitted by the National
Treasury amounts to Ksh.9.29 billion. However, the approved amount in the
supplementary I budget for I'Y 2023/24 is Ksh.4.89 billion. The implication
is that the amounts allocated for FI.LLoCA arc not fully reflected in the
approved supplementary cstimatcs.

- the amount of the mineral royaltics arc not captured in the IY 2023/24
Supplementary estimates for the National Treasury and the State Department
for Mining, and should thercfore not be transferred to the beneficiary
Counties in the FY 2023/24.

Issues for determination by the Committee

a) Provision for conditional allocations for the library services of Ksh.425 million:

Observation
The Committee noted that out of the 424.6 million shared as equitable share

among all Countics, 21 countics have a shortfall amounting to Kshs.162.85
million.

Resolution ,
The Committee resolved to include in the bill Kshs.162.85 million to be allocated
to counties which got a shortfall, subscquently, this will be factored in the
Supplementary II budget of F'Y 2023/24.

b) Deletion of Clauses and the Columns that contain the Mincral Royalties allocations:

Observation



- The Committee noted that therc is no clear framework to facilitate the

' disbursement of these to beneficiary counties. Furthermore, the Intergovernmental
Budget and Economic Council (IBEC) had formed a taskforce to prepare or
develop the framework.

Resolution
Following deliberation, the Committee resolved to pass the Bill with allocation on

mineral royaltics. Conscquently, a legal framework on disbursement of these
funds would be developed.

¢) Allocation on Conditional Grants for leasing of medical equipment (MES)-5.862
million:
Observation
The Committec noted that implementation of the project has faced several
challenges such as lack of specialized personnel and requisite infrastructure to
absorb the equipment in some countics.

Resolution
The Committee agreed that the allocation should be deleted.

d) Variations of the amounts on the I.oans and grants from development partners:

Observation
The Committee noted that through Supplementary I Estimates for 'Y 2023/2024
a number of additional allocation provided under loans and grants from
development partners were revised. For instance, proposed allocation for FLLoCA
as submitted by the National Trcasury amounts to Ksh.9.29 billion. However, the
approved amount in the supplementary I budget for Y 2023/24 is Ksh.4.89

billion.

Resolution
Following deliberation, the Committee resolved to seck clarification from

National Treasury and Iiconomic Planning regarding the amounts apportioned to
cach conditional allocation to county governments for FY 2023/2024. This
includes FLLoCA whose amounts allocated are not fully reflected in the approved

Supplementary Iistimates [ of I'Y 2023/24.

¢) The amendment on clause 5(9) to provide that conditional additional allocations shall
be disbursed by the National Treasury directly to Countices, as opposed to through
implementing MDAs:
Observation



The Committee noted that the funds arc usually disbursed to counties through
MDAs upon fulfilment of certain requirements. The Committee accepted the
amendment except for funds under the I'irst Schedule which sets out Additional
allocations from the National Government’s Sharc of Revenuc.

Resolution
Since this will affect oversight of these funds and monitoring of implementation
of projects by National Government, the Committee resolved to seek further
clarification from National Trcasury and Iiconomic Planning on which conditional
allocations should be disbursed through the implementing MDAs.

f) Exemption on implementation of the requirements under scctions 191A to 191E of
the PIFMA, 2012

Observation
The Committee observed that there were cfforts to finalise the model
intergovernmental agreements required in section 191A- 191E of PFMA.
However, more time would be required to complete the process.

Resolution
The Committee resolved that an exemption to this requirement should be granted
in the 'Y 2023/2024 and I'Y 2024/2025. This will allow the National Treasury
and respective county governments adequate time to preparce and finalize the draft
model intergovernmental agreements on transfer of additional allocations and
subsequent approval by respective county assemblies.

MIN/NA/SEN/CGAAB/05/2024 ADJOURNMENT AND DATE OF NEXT
MEETING

The meeting adjourned at 2:30 p.m. The next meeting to be held on Tuesday, 20" February,
2024 at 1:00 p.m.

Sen. (Dr.) Boni Khalwale \CBS, MP [Ton. Ndindi Nyoro, MP
Co-Chairperson

Date &.‘D : OR . élo,.}_{ ........ l)atc%/o’b/%LLf

--------------------------------------



MINUTES

REPUBLIC OF KENYA

13™ PARLIAMENT — (THIRD SESSION)

OF THE SECOND

(2N?) SITTING OF THE MEDIATION

COMMITTEE ON COUNTY GOVERNMENTS ADDITIONAL ALLOCATIONS
BILL, 2023 (NATIONAL ASSEMBLY BILL NO.23 OF 2023) HELD ON TUESDAY,
20" FEBRUARY 2024 AT COUNTY HALL IN GROUND FLOOR BOARDROOM,
PARLIAMENT BUILDINGS FROM 1:00 P.M

MEMBERS OF PARLIAMENT PRESENT

1. Sen. (Dr.) Boni Khalwale, CBS, MP - Co-Chairperson

2. Hon. Ndindi Nyoro, MP - Co- Chairperson

3. Hon. GK Kariuki, MP - Member

4. Hon. Anthony Oluoch, MP - Member

5. Sen. Eddy Gicheru Oketch, MP - Member

6. Sen. Betty Batuli Montet, MP - Member

7. Sen. Veronica Waheti Maina, MP - Member

8. Hon. Catherine Omanyo, MP - Member
ABSENT WITH APOLOGY.

1. Hon. Mary Emaase, MP - Member

2. Hon. Kipchumba Toroitich, MP - Member

3. Hon. Joshua Kimilu, MP - Member

4. Sen. Esther Anyieni Okenyuri, MP - Member

5. Sen. Lenku Ole Kanar Seki, MP - Member

6. Sen. Shakila Abdallah Mohamed, MP - Member
SECRETARIAT

1. Dr. Martin Masinde - Director, PBO

2. Mr. Robber Nyaga - Deputy Director, PBO

3. Ms. Lucy Makara - Deputy Director, PBO

4. Mr. Christopher Gitonga - Clerk Assistant

5. Ms. Gloria Wawira - Clerk Assistant

6. Mr. Danson Kachumbo - Fiscal Analyst/ Clerk Assistant



Clerk Assistant
Senior Legal Counsel

7. Ms. Beverlyne Chivadika
8. Ms. Jemimah Waigwa
9. Ms. Lucy Radoli

Legal Counsel

10. Ms. Millicent Makina - Fiscal Analyst

11.Mr. Moses Mwariri - Legal Counsel

12.Mr. Ringine Mutwiri - Fiscal Analyst

13.Ms. Joan Mahinda - Researcher

14. Mr. Elijah Ichwara - Audio Officer

15.Mr. Daniel Kirwa - Searjent-At-Arms
MIN/NA/SEN/CGAAB/06/2024 PRELIMINARIES

The meeting was called to order at 1:30 p.m. This was followed by a word of prayer by
Sen. Veronica Waheti Maina, MP.

MIN/NA/SEN/CGAAB/07/2024 ADOPTION OF THE AGENDA
The agenda was adopted after it was proposed by Sen. Veronica Waheti Maina, MP and
seconded by Hon. GK Kariuki, MP as listed below
1. Prayer;
Introduction;
Adoption of the Agenda;
Confirmation of Minutes of the First Meeting

-l ol o

Consideration of the draft report on the County Governments Additional
Allocations Bill, (National Assembly Bills No. 23 of 2023);

6. Any Other Business;
7. Date of Next Meeting; and
8. Adjournment.
9.
MIN/NA/SEN/CGAAB/08/2024 CONFIRMATION OF MINUTES OF THE
FIRST MEETING HELD ON _14™
FEBRUARY 2024

The Minutes of the First (1%!) sitting held on Tuesday, 18 October, 2022 were confirmed
as a true record of the proceedings of the Committee having been proposed by Hon.
Catherine Omanyo, MP, and seconded by Sen. Betty Batuli Montet, MP.

MIN/NA/SEN/CGAAB/09/2024 CONSIDERATION OF THE DRAFT
REPORT = ON THE - COUNTY
GOVERNMENT ADDITIONAL




ALLOCATIONS BILL, (NATIONAL
ASSEMBLY BILLS NO. 23 OF 2023).

The Committee considered the Report of the Mediation Committee on the County
Government Additional Allocations Bill, (National Assembly Bills No. 23 of 2023) and
adopted it having been proposed by Sen. Veronica Waheti Maina, MP and seconded by
Hon. Catherine Omanyo, MP with the following recommendation-

l.

THAT Kshs.162.85 million to be allocated to counties as conditional allocations for
the library services which got a shortfall, subsequently, this will be factored in the
Supplementary II budget of FY 2023/24.

THAT the Bill be approved with allocation on mineral royalties. Consequently, a
framework on disbursement of these funds to respective counties would be
developed.

THAT the allocation on Conditional Grants for leasing of medical equipment
(MES)-5.862 million be deleted.

THAT the allocation on Conditional Grants for FLLoCA be approved as requested
by the National Treasury and Economic Planning. Thereafter, the allocation will be
factored in Supplementary Estimates Il of FY 2023/24.

On the exemption on implementation of the requirements under sections 191A to
191E of the PFMA, 2012, THAT the exemption be granted in the FY 2023/2024
and FY 2024/2025. This will allow the National Treasury and respective county
governments adequate time to finalize the draft model intergovernmental
agreements on transfer of additional allocations and subsequent approval by
respective county assemblies.

MIN/NA/SEN/CGAAB/010/2024 ANY OTHER BUSINESS

The Co- Chairpersons thanked the Committee membership for their commitment to
executing the mandate of the Committee efficiently.

MIN/NA/SEN/CGAAB/011/2024 ADJOURNMENT AND DATE OF NEXT

MEETING
The meeting adjourned at 2:12 p.m.
SITNCA: cweomimanon wvus s amssmmn s seus sww SIENEH o smuim swnmsnmesms vawwawssmsesmns sums
Sen. (Dr.) Boni Khalwale, CBS, MP Hon. Ndindi Nyoro, MP
Co-Chairperson Co-Chairperson
DAL vniss s sorms wewmsienm enms seme mems mse smmann IDAE, o sesussasmun seprssmvems s nss s



REPUBLIC OF KENYA

PARLIAMENT

NATIONAL ASSEMBLY BILLS
(Bill No. 23 of 2023)

THE COUNTY GOVERNMENTS ADDITIONAL ALLOCATIONS
BILL, 2023

(A version of the County Governments Additional Allocations Bill, 2023
(National Assembly Bills No. 23 of 2023) as agreed on 20" February,
2024, by a mediation committee appointed pursuant to Article 113 of the
Constitution.)

N.A. /B/No. 23/2023
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THE COUNTY GOVERNMENTS ADDITIONAL ALLOCATIONS
BILL, 2023

ARRANGEMENT OF CLAUSES
Clause
1—Short title.
2—Interpretation.
3— Object and purpose of the Act.
4— Additional allocations to county governments.
5— Conditional allocations to county governments.
6— Report on actual transfers.
7— Books of accounts to reflect national government transfers.
8— Reporting.
FIRST SCHEDULE

Conditional allocations to County Governments from N ational
Government Revenue in Financial Year 2023/2024.

SECOND SCHEDULE

Unconditional allocations to County Governments from Court Fines and
Minerals Royalties in Financia] Year 2023/2024.

THIRD SCHEDULE

Conditional allocations to County Governments from Loans and Grants
from Development Partners in Financial Year 2023/2024.

FOURTH SCHEDULE

National Government’s Expenditures on Devolved Functions Converted to
Additional Conditional Grants to the County Governments for Financial
Year 2023/2024.
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THE COUNTY GOVERNMENTS ADDITIONAL
ALLOCATIONS BILL, 2023

A Bill for

AN ACT of Parliament to provide for the additional
allocations to County Governments for the
2023/2024 financial year; the responsibilities of
National Government and county governments
pursuant to such allocation; and for connected
purposes.

ENACTED by Parliament of Kenya, as follows—

1. This Act may be cited as the County Governments f:)‘;fr‘n‘;:g::‘gm
Additional Allocations Act, 2023 and shall be deemed to ’
have come in force on 1* July, 2023.

. In this Act — Interpretation.
2nt ¢ No. 18 of 2012.

“agreement” means an intergovernmental agreement
entered into under section 191A of the Public Finance
Management Act;

“authorized person” —

(a) in relation to the National Government shall be the
Principal Secretary responsible for matters relating
to finance or a person appointed by the Principal
Secretary, in writing;

(b) in relation to a county government shall be the
county executive committee member responsible
for matters relating to finance or a person
appointed by the county executive committee
member, in writing;

“Cabinet Secretary” means the Cabinet Secretary
responsible for finance;

“sdditional allocations” means additional resources
allocated to county governments from the national
government’s share of revenue or in the form of loans and
grants from development partners; and

“county executive committee member” means the
county executive committee member in charge of matters
relating to finance.
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3. The object and purpose of this Act is to—

(a) provide, pursuant to Article 202(2) of the
Constitution, for additional allocations for the
financial year 2023/2024;

(b) provide for additional allocations from proceeds
of loans and grants from development partners;
and

(c) facilitate the transfer of conditional and
unconditional allocations made to counties under
this Act from the Consolidated Fund to the
respective County Revenue Funds and special
purpose accounts.

4. (1) Additional grants shall be funds agreed upon by
the National Assembly and the Senate during the
consideration of the Budget Policy Statement and shall
comprise of—

(a) additional allocations from development partners
required for transfer of functions to counties from
the National Government as provided for under
Atrticle 187 of the Constitution;

(b) additional allocations provided for under Article
202(2) of the Constitution; and

(c) loans and grants from development partners.

(2) Additional funds allocated under this section shall
be included in the respective county governments’
Appropriation Bills.

S. (1) Pursuant to Article 206(1) of the Constitution,
court fines emanating from contravention of County
Government legislation are excluded from the Consolidated
Fund and shall be payable to the respective County
Revenue Funds.

(2) Unconditional allocations to the beneficiary
County Governments from the National Government Share
of Revenue emanating from contravention of County
Government legislation for the Financial Year 2023/2024
shall be as set out in Column B of the Second Schedule.

(3) Upon commencement of this Act, the National

Object and
purpose of the
Act.

Additional
allocations to
county
governments.

Conditional
allocations to
county
governments.
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Treasury shall gazette a framework for the collection and
transfer of court fines imposed under County legislation
from the National Government to the County Governments.

(4) Unconditional allocations to the beneficiary
County Governments from the National Government Share
of Revenue emanating from the 20% share of Mineral
Royalties for the Financial Year 2023/2024 shall be as set
out in Column C of the Second Schedule.

(5) Conditional allocations to each county government
from National Government share of revenue for the
financial year 2023/2024 shall be as set out in the First
Schedule, comprising —

(a) conditional allocations for the construction of
county headquarters as set out in Column B of
the First Schedule;

(b) conditional allocations for the Aggregated
Industrial Parks Programme as set out in Column
C of the First Schedule;

(c) conditional allocations for the Provision of
Fertilizer Subsidy Programme as set out in
Column D of the First Schedule; and

(d) conditional allocations for the provision of
library services among twenty-one counties as set
out in Column E of the First Schedule.

(6) Conditional allocations financed by proceeds of
loans or grants from development partners to each county
government for the financial year 2023/2024 shall be as set
out in Column P of the Third Schedule, comprising of—

(a) conditional allocations financed by a World Bank
credit to finance Agricultural and Rural Inclusive
Growth Project (NARIGP) as set out in Column B
of the Third Schedule;

(b) Conditional allocations financed by IDA (World
Bank) Credit to finance National Agricultural
Value Chain Development Project (NAVCDP) as
set out in Column C of the Third Schedule;

(c) conditional allocations from a World Bank credit
to finance Water and Sanitation Development




(d)

(e)

®

¢9)

()

G

(k)
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Project (WSDP) as set out in Column D of the
Third Schedule;

conditional allocations from a grant by DANIDA
to finance Primary Healthcare in Devolved
Context Program as set out in Column E of the
Third Schedule;

conditional allocations financed by a credit from
the World Bank to Finance Locally-Led Climate
Action Program (FLLoCA) - (County Climate
Institutional Support grant) as set out in Column
F of the Third Schedule which shall be allocated
among county governments;

conditional allocations financed by a loan from
Government of Sweden to finance Agriculture
Sector Development Support Programme I
(ASDSP 1I) as set out in Column G of the Third
Schedule;

conditional allocations financed by both loan and
grant from the German Development Bank
(KfW) to finance Drought Resilience Programme
in Northern Kenya (DRPNK) as set out in
Column H of the Third Schedule;

conditional allocations financed by a credit from
World Bank to finance Emergency Locust
Response Project (ELRP) as set out in Column I
of the Third Schedule;

conditional allocations financed by a loan from
the World Bank to finance Kenya Informal
Settlement Improvement Project (KISIP II) as set
out in Column J of the Third Schedule;

conditional allocations from proceeds of loans
from the International Fund for Agricultural
Development (IFAD) to finance Kenya Livestock
Commercialization Project (KELCOP) as set out
in Column K of the Third Schedule;

conditional allocations from proceeds of loan
fund for Aquaculture Business Development
Project (ABDP) as set out in Column L of the
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Third schedule; and

conditional allocations amounting to Kenya
Shillings Six Billion, one hundred and eighty-
seven million, five hundred thousand, financed
by proceeds from a World Bank Loan for
FLLoCA -County Climate Resilience Grant as
set out in Column M of the Third Schedule shall
be allocated among the County Governments on
the basis of a criteria to be determined as
follows—

(i) the accounting officer responsible for the
grant, shall for each eligible County
Government, carry out or cause to be
carried out, in accordance with the
Intergovernmental agreements between the
National Government and each eligible
County Government, an assessment to
determine the eligible County
Government’s performance score for
purposes of determining the Performance
of County Climate Resilience Investment
(CCRI) Grant allocation for the Financial
Year 2023/2024;

(i) half of the total envelope will be allocated
on the basis of factors that reflect relative
expenditure needs for climate action,
including the variables of a fixed share
(33.3 percent), rural population (30
percent), rural area (13.3 percent), and
poverty (23.3 percent), whereby the
weights are based on the formula for
allocating the share of the national revenue
among counties. The other 50 percent of
the envelope will be allocated on the basis
of the scores for the performance measures,
weighted with the basic allocation, such
that two counties that have same score will
receive the same relative increment as
compared to the base allocation; and

(iii) the Cabinet Secretary shall publish in the

w7
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Gazette the allocations determined under
sub-paragraph (ii);

(m) conditional allocations financed by a grant from
the German Development Bank (KfW) to finance
Locally- Led Climate Action Program
(FLLoCA)—(County Climate Resilience Grant) as
set out in Column N of the Third Schedule.

(7) The National Government's Expenditures on
Devolved Functions converted to Additional Conditional
Grants to each county government for the financial year
2023/2024 shall be as set out in Column E of the Fourth
Schedule, comprising of—

(a) conditional allocations under the Livestock Value
Chain Support Project as set out in Column B of
the Fourth Schedule;

(b) conditional allocations under the De-Risking and
Value Enhancement (DRIVE) project as set out
in Column C of the Fourth Schedule; and

(c) conditional allocations under the Kenya Marine
Fisheries and Socio-Economic Development
(KEMFSED) project as set out in Column D of
the Fourth Schedule.

(8) Each county government’s allocation under
subsection (1) shall—

(a) be transferred to the respective County Revenue
Fund, in accordance with a payment schedule
published in the Gazette by the Cabinet Secretary
in accordance with section 17 of the Public No.I8of
Finance Management Act; and 2012

(b) only be accessed by each county government after
meeting conditions set by the Cabinet Secretary
responsible for that function at the beginning of the
financial year.

(9) A county governments’ allocation under subsection
(2) shall be transferred to the respective County Revenue
Fund in accordance with a payment schedule published in
the Gazette by the Cabinet Secretary in accordance with
section 17 of the Public Finance Management Act. No. 18 of 2012.
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(10) The county governments’ allocations under
subsections (2), (4), (5), (6) and (7) shall, be included in the
budget estimates of the National Government and shall be
submitted to Parliament for approval.

(11) Allocations shall not be included in the budget
estimates under subsection (10) unless—

(a) the National Government and the respective
county governments have entered into an
intergovernmental agreement in accordance with
this Act; or

(b) in the case of a loan or grant by a development
partner, the Cabinet Secretary and the responsible
development partner have agreed in writing that
the funds shall be transferred to the county
government.

6. The Cabinet Secretary shall publish, by the 15" day :‘eg"f" on actual
of each subsequent month, a monthly report on actual o
transfers of all conditional allocations to county

governments disbursed pursuant to this Act.

7. Each county treasury shall reflect all transfers of Books of accounts
.. s i to reflect national
conditional allocations by the National Government to the  government

respective county government in its books of accounts. transfers.

8. A county treasury shall, as part of its consolidated ~Reporting.
quarterly and annual reports required under the Public No.180f2012.
Finance Management Act, report on—

(a) actual transfers received by the county
government from the National Government, up to
the end of that quarter or year in the format
prescribed by the Public Sector Accounting
Standards Board or in the absence of a format
prescribed by the Board, in the format prescribed
by the National Treasury;

(b) the actual expenditure by the county government
of the allocations made under section 5(2), (4),
(5), (6) and (7);

(c) the extent of compliance with the provisions of
this Act and with the conditions of allocations as
set out in the intergovernmental agreement
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entered into by the national government, the
development partner and the county government;

(d) an explanation of any material problems in the
expenditure of any allocations made under this
Act or compliance with any conditions of
allocations set out in an intergovernmental
agreement; and

(e) any other information that may be required by the
relevant intergovernmental agreement.

9. The requirements under sections 191A to 191E of Transition.
the Public Finance Management Act shall not apply to the
2023/2024 and 2024/2025 financial years.
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Conditional Allocations from proceeds of loans or grants from Development Partners for Financial Year 2023/24 (Figures in Kenya Shillings)
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REPUBLIC OF KENYA
THE NATIONAL TREASURY AND ECONOMIC PLANNING

Telegraphic Address: 22921 THE NATIONAL TREASURY
Finance — Nairobi P O BOX 30007 - 00100
FAX NO. 310833 NAIROBI

Telephone: 2252299

When Replying Please Quote
Ref No. IGFR/CG/01/H/65 16" February, 2024

Mr. Samuel Njoroge,CBS
Clerk to the National Assembly
Clerk’s Chamber

Parliament Building
NAIROBI

Mr. Jeremiah Nyegenye, C.B.S
Clerk of the Senate

Clerk’s Chamber

Parliament Buildings
NAIROBI

T et

RE: COUNTY GOVERNMENTS ADDITIONAL ALLOCATIONS BILL (CGAAB),

2023 SNATIONAL ASSEMBLY BILL NO. 23 OF 2023!

Reference is made to your letter Ref: NA/PBO/MED/2024 (001) dated 14th February, 2024
on the above subject matter. In the letter, you have requested the National Treasury to submit
views on the County Governments Additional Allocations Bill, 2023 (National Assembly Bill
No. 23 of 2023) to the Mediation Committee on CGAAB, 2023. Specifically, the letter
requested the National Treasury to clarify:

i.  The amounts apportioned to each schedule of the allocations to County Governments
for FY 2023/2024; and

ii. Under clause 5(9), which conditional additional allocations should be disbursed
through the implementing Ministries, Departments and Agencies (MDAs).

The National Treasury has reviewed the Senate amendments to the Bill and prepared the
attached brief for your consideration.

The purpose of this letter, therefore, is to forward to you a brief on the issues requested for
clarity, for your necessary action.

PRINGAPAL SECRETARY/THE NATIONAL TREASURY

Encls.




REPUBLIC OF KENYA
THE NATIONAL TREASURY AND ECONOMIC PLANNING

VIEWS OF THE NATIONAL TREASURY ON THE COUNTY GOVERNMENTS
ADDITIONAL ALLOCATIONS BILL, 2023 (NATIONAL ASSEMBLY BILLS NO. 23

OF 2023) AND SENATE AMENDMENTS TO THE BILL

A. AMOUNTS FOR ADDITIONAL ALLOCATIONS IN FY 2023/2024

Table 1 below summarises specific amounts of proposed allocations to each additional
allocation to county governments for FY 2023/2024. The proposed allocations have taken into
account approved Supplementary expenditures and proposed enhanced allocation to FLLoCA

in FY 2023/24.

Table 1: Additional allocations to county governments in FY 2023/2024

First Schedule: Additional allocations from the National Government’s Share of Revenue
S/No. | Project Description Amount (Ksh.
1. Supplement for Construction of County Headquarters 454,000,000
2. Leasing of Medical Equipment 0
3. Aggregated Industrial Parks Programme for 18 counties - each Ksh.250 million. 4,500,000,000
4, Fertilizer Subsidy Programme 5,000,000,000
BN Total | 9,954,000,000
Second Schedule: Unconditional allocations ¢ county governments from court fees and fines; and
mineral royalties
1. Court Fees and Fines 108,660,979
2. Mineral Royalties® 0
Total 108,660,979
Third Schedule: Conditional Allocations from proceeds of loans and grants from development partners
a) IDA (World Bank) credit (National Agricultural and Rural Inclusive Growth Project 410,000,000
(NARIGP)
b) IDA (World Bank) credit National Agricultural Value Chain Development Project 6,600,000,000
(NAVCDP)
c) IDA (World Bank) - Kenya Climate Smart Agriculture Project (KCSAP) 0
d) IDA (World Bank) credit: Water & Sanitation Development Project (W SDP) 5,350,000,000
€) DANIDA Grant - Primary Health Care in Devolved Context 577,500,000
f) IDA (World Bank) Credit (Financing Locally- Led Climate Action (FLLoCA) 517,000,000
Program, County Climate Institutional Support (CCIS)Grant**
g) Sweden- Agricultural Sector Development Support Programme (ASDSP) I 72,797,253
h) German Development Bank (KfW)- Drought Resilience Programme in Northern 765,000,000
Kenya (DRPNK)
i) IDA (World Bank) - Emergency Locust Response Project (ELRP) 2,302,630,288
) TDA (World Bank) - Kenya Informal Settlement Improvement Project (KISIP IT) 4,500,000,000 |
k) Kenya Livestock Commercialization Project (KELCLOP) 344,300,000
I) | Aquaculture Business Development Project (ABDP) 245,879,120 |
m) | IDA (World Bank) Credit - Financing Locally- Led Climate Action (FLLoCA) 6,187,500,000 |
Program, County Climate Resilience Grant (CCRI) Grant™




n)

a
- : Y
KfW (German Development Bank) credit for the County Climate Resilience Grant 1,200,000,000
(CCRG) Level 2- Financing Locally- Led Climate Action (FLLoCA) Program — 16
Counties**
Total | 29,072,606,661

Source: Supplementary Estimates [ . .
*The Kshs. 2,934,923,147 unconditional allocations from mineral royalties be revised to ml o
the amount cannot be accommodated within the FY 2023/2024 fiscal space. Kshs 1.06 billion

has been proposed for allocation in FY 2024/25 as contained in County Allocation of Revenue
Bill, 2024,

**The National Treasury has committed to increase the Budget allocation for FLLoCA from
Ksh. 4.9 billion, contained in Supplementary Estimates, to Kshh. 9.3 billion during the
Supplementary II Budget. This will enable transfer to counties a total of Ksh. 7.9 billion broken
down as follows: - a) FLLoCA (CCIS component in Column C of the Third)- Ksh. 517 million;
b) FLLoCA (CCRI component of the Third Schedule)- Ksh. 6.2 billion; and ¢) FLLoCA (KfW
component in column P of the Third Schedule)- Ksh. 1.2 billion.

B. COMMENTS ON SENATE AMENDMENTS TO CGAAB, 2023

1. Changes in the amounts apportioned to each schedule of the allocations to county
governments for FY 2023/2024

The National Treasury proposes the following changes to the County Governments Additional
Allocations Bill, 2023 (National Assembly Bl Mo, 23 of 2023), as amended by the Senate: -

a) First Schedule

1. Revision of the amounts allocated io M * Lquipment Service (MES) Project, under
column C of the First Schedule of ¢ . om Kshs, 5,862,000,002 to Nill. This is
because the contract has come to an exid and 2s such the Ministry of Health (MoH) and
the Council of Governors (CoG) through a consultative approach have agreed that MoH
take up the mandate to execute MES through Intergovernmental Participation
Agreements (IPAs). In FY 2023/2024, counties have not signed IPAs with MoH to
operationalise the project in the new IPA framework, as agreed in the Summit.

ii. Revision of the amounts allocated to Transfer of Library Services, under column C of
the First Schedule of the Bill, from Ksh. 424,616,045 to Nil. This is because attendant
resources for transfer of Library services amounting to Ksh. 424,616,045, were
transferred as equitable share to all 47 county governments in FY 2023/24, through
Division of Revenue Act, 2023 and County Allocation of Revenue Act, 2023.

Recommendation: Based on the above, the National Treasury recommends deletion of
Column C and F of the First Schedule of the Bill.

b) Third Schedule

i.  The allocation to National Agricultural and Rural Inclusive Growth Project (NARIGP),
under column B of the Third Schedule of the Bill, allocation has been revised from
Kshs. 3,150,000,000 to of. Ksh. 410,000,000. This is because the Project is coming to
an end on 30" April, 2024 and has exhausted the credit amount as per the financing
agreement.

ii. The alloc_ation to IDA (World Bank) credit National Agricultural Value Chain -
Development Project (NAVCDP), under column C of the Third Schedule of the Bill,



has been revised form Ksh. 8.2 billion to Ksh. 6.7 billion to be disbursed to 33
beneficiary counties at Ksh. 200 million each. The initial of Ksh. 8.2 billion contained

both national and county government’s components.

iii. The allocation to Kenya Climate Smart Agriculture Project (KCSAP), under column D
of the Third Schedule of the Bill, has been revised from Kshs. 2,160,000,000 to Nil.
This is because the project came to an end on 30t November, 2023, and had exhausted
the county component funds, as per the financing agreement; and

iv. The allocation to counties under Kenya Informal Settlement Improvement Project
(KISIP 1), under column K of the Third Schedule of the Bill, has been revised
upwards from Kshs, 3,269,530,746 to Kshs. 4,500,000,000 after the project, upon
review, demonstrated higher absorption capacity potential.

Recommendations: - Based on the above, the National Treasury recommends
replacing allocations contained in Columns B, C and K of the Third Schedule with
the respective allocations as contained in the attached frameworks. Also proposed is
deletion of Column D of the Third Schedule.

2. Under clause 5 (9), which conditional additional allocations should be disbursed
through the implementing Ministries, Departments and Agencies (MDAs).

All additional allocations to county governments, except the unconditional allocations from
Court fines & fees under clause 5(2) of the Bill, shall be transferred to the respective County
Revenue Fund Accounts by the implementing Ministries, Departments and Agencies (MDAs.

Allocations from Court fines & fees, under clause 5(2) of the Bill, shall be transferred from
the Consolidated Fund to the respective Country Revenue Fund Accounts, by the National
Treasury upon receipt of the beneficiary county governments by the Judiciary.

C. ACCOMPANYING ATTACHMENTS

Attached to this brief are: - (1) the proposed revised First and Third Schedules to the County
Governments Additional Allocations Bill, 2023 (National Assembly Bill No. 23 of 2023); and
(2) the revised frameworks for management of the: - a) National Agricultural and Rural
Inclusive Growth Project NARIGP); b) IDA (World Bank) credit National Agricultural Value
Chain Development Project (NAVCDP); and c) Kenya Informal Settlement Improvement

Project (KISIP II).

HRIS KIPTOO, C.B.S
PRINCIPAL SECRETARY/THE NATIONAL TREASURY

16*" February, 2024

Encls.




