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and

1.O CHAIRPERSON,S FOREWORD

Appropriations Committee ls a select Committee established under tuticle 2Z I
Management 20 I2 andAct,the Constitution, section the Public Finance

brdgetary oversight by the
7 of

207 The Committee ls mandated to take the lead in

of Revenue Bill (National Assembly Bill No. 9 of 2023) was read for thefirst time

Assembly during the afternoon tting Tuesday 2 1 st March 2023 Pursuan tosl of
Budget Appropriations Committee for

t

27 (2) the Bill was committed to the and

The provide sharing of revenue raised nationallyBill seeks to for
national government counfy governments for the financial year 2022/23 1nand

th Article 2O2,2Og and 278 of the Constifution'

enactmentof the Division of Revenue Billr 2o2g is critical in setting the stage for

of the ue 2o23, which will inform theCounfy AIloca tion of Reven BiII,

preparation of the annual budget for the forty -seven (+ 7) countyestimates

The spirit and letter of Article 224 of the Constitution requlres that County

ptepare and adopt their annual budgets ppropriations Bills based theand a on
dispense with the approval

1

of Revenue Act. ls important therefore that wetI
enactment of the Bill 1n a timely manner thus ensurlng that the county budgeting

I(ey Recommendations

RrcOMMEI{DAIIONS

, gtrven that thelatest auditedaccounts by theAuditor General and apptoved

the National Assembly relates to FY 2019 /Ao,theCommittee recommends that

Accounts committee to fast-ttack the Iegislative approval of audited

ts of revenue, in particular nationally raised revenue, to ensure timely

sharingof such revenue in line with Article 229(8) readtogether with

2Og(3) and Article 218 of the Constitution'

before the endof the curren rY 2022 23 a muIti -a9ency teamcomprisingt

the Nation alTreasury, Controller of Budget, Council of Counfy Governors and

commission on Revenue Allocation be established to initiate andfinalize a

ve mechanism to review the definition, coverage and application in

to aspect of revenue as currently defined in the cRA Act of 2011' This

support the accurate/appropriate revenue amount to be used as a basis for

allocationto the Fqualization fund pursuant to Article 204 of the

Report on the.
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3' II{AT, for the ty 2024/25 and going forward, the Nation al Treasury to ensure
proposals on sharing of nationaily raised revenue betwee, the two (2) Ievels of
Governmetrts, and in response to cRA recommendations, should be basedoll an
objective andverifiable criterion. This should be in line with provisions of Article
2o3 (l) (a) to (k) of the constitution and other provisions which requires an
objective basis in the vertical allocation of resources including any deviation from
CRA's proposal on revenue sharing.

B. TINANCNLRECOMMENDATIONS

lirllowing extensive deliberations, the committee recommends that this House approves theDivision of Revenue.Bill as follows:

A. Total Sharable Revenue
B. National Government
C. F4ualization F\rnd
D. County Equitable Share

7.2. Ac*nowledgements

SIGNED

&.-.8
HON. NDINDI I{yORO, CBS, M.P.

c)3.-1-{

The committee wishes to thank the office of the speaker, the office of the clerk of the NationalAssemblv, and the ParliamentaryBud,get.g{fice for ihe suplrort.*;;;; i"i"riil*s this mandateof reviewing the Division of nevenuJgiil (National ess#Uty Bill No. 9 of ZLZS).
On behalf of the Committee and pursuant to standing order 199(6) of the National Assembly, itis therefore my pleas mt duty and privileg e, to .rrble this report on review on the Division ofRevenue Bill (No. 9 of 2023) for consideration and. approvalby theHouse. Finally, the committeerecommends that this House approves the Division or R"u.nue Bill, zozs to be read,a secondtime.

Y\lh. 2 r57 7, I S 9TOOOTOOO
Ksh. 2r1 7 7,365 1426,000
Ksh. 8,368,574,OOO
Ksh. 385,4 2S,OOOTOOO

" ,,9''2"" ""
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2.O.

2. Pursuant

1. Article
201,2
role is take

l.
ii.

iii.
iv.
v.

vi.

NO.

I
2

3

4

5

6

7

8

I
IO

11

t2
13

14

15

CONSIITUENCY

Kiharu

Teso South

Kapengaria

Suba North

Kitui Central

Laisamis

Samburu West

Kuria West

Ugenya

OlJorok

Ikolomani

Wundanyi

Alego Usonga

lgembe South

EmbalasiCentral

PARIY

TJDA

T'DA

tJDA

ODM

WDM-K
UDM

KAI\U

UDA

MDG

UDA

ODM

WDM-K
ODM

UDA

UDA

2.7. F,strrblishment and Mandate of the C-ommittee

1 (4) ofthe Constitution and Section 7 of thePublic Finance ManagementAct,

for the establishment of aCommittee of the National Assembly whose maitr

thelead, inbudgetary oversight by the National Assembly. Pursuant to this

provision, Standing Order 2O7 establishes the Budget and Appropriations

with specific mandates as follows:

the Division of Revenue Bill
inquire into and report on all matters telating to coordination, control

monitoring of the nationalbudget;
and review thebtdget estimates and make recommendations to the Housel

theBudget Policy Statement presented to the House

bills relatd to the national budget including appropriation bills; and

tax estimates, economic andbudgetary policies and prcSrammes with direct

outlays.

2.2. MembershiPoftheCommittee

Standing Order 207 (2), the Budget and I'pptopriations Committee as currently

comprises of the following Honourable Members:

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

Hon.

MEMBER

Nyoro, CBS, M.P.- ChairPerson

Maty Emaase, M.P.- Vice Chairperson

umel, Samwel Moroto, M.P.

Millie Grace Akoth, M.P

Mulu, Makali, M.P.

Joseph, M.P.

Josephine Naisula, OGW, M.P.

, Mathias Nyamabe, M.P

David Ouma, M.P.

Michael Mwangi, M.P.

BernardMasaka, M.P.

Danson Mwashako, M.P.

, Samuel Onunga, M.P.

John Paul, M.P.

Benjamin Gathiru, M.P.

Report on the Dirision of Revenue Bill,2023
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16 Hon. Wangaya, Christopher Aseka, M.p.
17 Hon. WachirarkahabMukami, M.p.
18 Hon. (Dr.) Masara,peter Francis, M.p.
19 Hon. Ongili,Babu Owino paul, M.p.
20 Hon. Wanjiku,Johrr Njuguna, M.p.
24 Hon. Guyo, Ali Wario, M.p.
27 Hon. (Dr.) Murumba,John Chikati, M.p.
23 Hon. Busia, Ruth Adhiambo Odinga, M.p.
24 Hon. Kitilai, OIe Ntutu, M.p.
25 Hon. Sergon, FlowrenceJematiah, M.p.
26 Hon. Mokaya, NyakundiJapheth, M.p.
27 Hon. AbdirahmanMoharned Abdi, M.p.

C.ommittee Secretariat

3' The committee secretariat is comprised of the foilowing:

1. Mr. Danson lGchumbo

Khwisero

Nyeri (CWR)

Suna Wesl

Embakasi East

Kiambaa

Garsen

Tongaren

Kisumu (CWR)

Narok South

Baringo (CWR)

I(itutu Chache North
Lafey

{9, lrg9ctor, Parliame ntary Budget Office
Chief Fiscal Analyst, pBO
Fiscal Analyst
Fiscal Analyst
Fiscal Analyst III
Fiscal Analyst III

5 lPa.ge

ODIV

UDA

ODN

ODIV

UDA

ODI\I

FORD-

ODM

Indepenc

UDA

UDA

Jubilet

2.3

2. Mr.Jibril Mohamud

3. Mr. Ringine Mutwiri
4. Mr. Faith Makena
5. Mr. Nimrod Ochieng
6. Ms. MercyMaiyende
7. Mr.Jarcd Amara

2.4

Dr. Martin Masinde
Mr. Fredrick.Muthengi
Ms. Millicent Makina
Dr. Abel Nyagwachi
Mr. Cyrille Mutali
Ms. [oice Olesia

Fiscal Analyst/ Clerk of the Budget and
AppropnafionsC.ommitf ee
I'iscal Analyst / Assistant Clerk of the Budget
and Appropriations Commi ttee
Fiscal Analyst
Sergeant-at-arms
Audio Officer
Media Relations
Office Assistant

Technical Staff firom p arliamentary Budget Offi ce
4' The committee received technical support from the following officers from theParliament ary Budget Office.

1.

2.
3.
4.
5.
6.
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3.O

2.5

5

raised

for FY

OF THE 2023 DTYISION OF REVENUE BILI

3.1. Bac(ground

Division of Revenue Bill (National Assembly Bill No. 9 of 2023) provides for the

of revenue raised nafionally between the national government and counfy

for the financial year 2023/24 in accotdance with Article 202,203 and

21 (2\ ot the Constitution.

6. The High Court Judgement (No. 3 of 201,9) held that by the SOtt' April of any

yea\the Division of Revenue Bill ought to be introduced inPatliament

with the County Allocation of Revenue Bill'

7. The shared is calculatedbasea on the most recent audited- accounts of revenue

as approvedby theNational Assembly. This is distributed e4uitablybetween the

two of govenrment then shared amonlcounties usin$ the formul a approvedunder

277 ofthe constitution. In this case, the latest audited revenues approved by

Par related to financial year 20 1, 
g / 20 and stood at Kshs. L r87 3,7 1' 4 million'

noting thatthe approvel shareable revenue slightly varies from what

was udedin the 2023 BudgetPolicy Statement on account of the lastapptoved

accounts. It is indicatedthat the proposed equitable share allocation is

24.5 of the last audited accounts (IGhs. t ,57 
g '42 billion for FY 2019 / 20) '

9. Apart the sharable revenue, the Bill also sets out the indicative amounts for the

National interest items, transfer of library services, other national

, condition al gtants, and othet allocations'

of the Division of Revenue Bilr2023

10. The sharcablerevenue for Fy zozs/Z4 is estimated at tr3hs 2,57'1,'l'59 billion and

ts ted as follows;

ational Government $hs.2,177,365 million

IGhs 385,425 million

Kshs 8,368 million
F4uitable Share

8. It is

l.

ll.

l1l. tion fund

ll.Article 2OZ the Constitution sets the indicative methodologl for sharing of the nationally

amongthe nation al and,county Sovernments. The proposed Equitable share

24 ofKshs. g85.4 billion is equivalent to 23.03 percent of the lastapptoved



audited revenues worth Kshs. 1,673,714 million for Fy 2o1g/20. ftrrther, the proposed
allocation in the Bill represents a growth of approximatery 4 percentfrom the financialyear
of 2022/23 of Ifths' 37O billion. 1'he grow th of 4percent is on account of Kshs. 15 billionfrom the baseli,e of Kshs' 370 billion due to adjustment to revenue growth; and anallocation
of Kshs' 425 million towards transfer of library functions to the counties.

12'The following factors were taken into consideration in calculating the county Governments,
equitablerevenue share allocation for Fy 2OZ3/24;

i' The proposed equitable share of Kshs. gg5.425 billion in the Ft 2023/24 isequivalent to ZS.OS percent of the last audited accounts (IGhs. l16ZSrTl4million forFY 2079/20) and as approYed by Parliament. The proposed allocation thereforemeets the requirement of Article ZO}(Z) of the Constifutionlii. High lever of debt firrancing as we, as erevated debt risk;iii' Financing constraints due to limited access to finance in the domes tic andinternation al financial markets. I'he National Tbeasury did not disburse Kshs. 2g.6billion to coun[r Governments in the FY 2ozl/zzdue to financialconstraints;iv' The Goverlmen-t is also implementing a fiscal consolidation plan so as to lower thefiscal deficit and slow down debt aciumulation. To reflect this fiscal tightening, theNational Government recurre.nt ceiling growth has been restricted, declining from agrowth of 10.8 percent inFy 2orr/rslo r.zpercent inFy 2o2s/24;and.v' The fact that the Nafional Government continues to solely bear shortfalls in l€venuein any givel financial year, while county cou."rr*"rts receive their full allo.ationdespite the budget cuts affecting the National Government entities.

13' Article 2og (1) provides for the criteria to be considered in allocating sharable resources
to the county Sovernments in relation to matters of the nahonalinterest, which are
reflected in the Bill as follows;

a) Enhancement of security operations:b) Nationat rrrisation **infzi iiiiio"r;c) ygulh empowermen4
d) National Social Safety net;e) nrynclns for constiiutioial commission & offices; and0 School examination fees.

14' Article 2og (l) (e) of the constitution provides for the consideration of the fiscal capacity
and efficiency of county Sovernments. To this end, county goyernments should continue
putting in place strategies to enhance mobilization of own source Revenue (osR) for
enhanced service delivery.

6lI'age
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15.In

of

of7

Library being a devolvedfunction as ptovided.for under the Fourth schedule

Constitution, has been uttbundled and' attendant resources amountingtokh' 425

identified and proposed to be fully transferred to County Governments as part of

the share in FY 2OZg/24.For FY 2OZg/zLrthe resources should notbe shared

the formul ae and.,therefore, counties should be held harmless.

16.This amount will be included in the Equitable share allocation for the 33 County

inaphasedapptoachstartingfromFY2o2S/24at.l'oo%,75%forFY

/25 (balance of 25o/o to be share d' as equitable) and 25% for Fy 2025/26 halance

to be share d as equitable)). From the fourth FY, that isF\ 2026/27,the33 County

2.6

17.

TabloT:

will be re.quired to integrate the salaties of these staff into their pay toll,

after the entire llujh 425 million will be avarlable for sharing as equitable share

the 47 County Governments, in line with the principle of transferringrcsources

to ved functions.

of Revenue Allocatron (CRA) recommen dafronon County F4uitable shar e

revenue is expected to rise by !7 percentrfrom IGhs. LrLgzbillion infinancial

year 23 to rrtr. 2,571 billion in financial yeat 2023/24. The National

afiocationhas increased from Kshs. 1r8I4.8 billion to IGhs. 21150.3 billion,

and the county Governme nt allocatron has increased from Kshs' 37O billion to Kshs'

407 basedon the projectdincrease in revenue raised nationally.

of the cRA anct fhe DoRB 2O2g on fhe firtiE,ble share of Revertue

prcposed for 2023 / 24 (IGhs. naillior)

Sourte: DoRB,

Variance

{c= (A-B)}
DORB 2O2S (B)CRA (A)F,:cpenditure Item

37O,OOO37O,OOORevenue Share in FY 2022/231. Equitabk

22,OOO15,O0037,O0OAdjustment in FY2. Revenue
2023/24

425425
library services3. Transfer,

zLr57538514254O7,OO0OF REVENI.'ETOTAI,

Report on the Diuision of Revenue Bill,2023 TlPage



2'7 senate Recommendation on county F4uitabreshane
I8' In their report on the tsudget Policy statement zozg approvedby theHouse, the

senate made the following recommendations wilh regard to the Division of
Revenue proposals:

i' The county equitable share is approved at IGhs. 4o7 billion to enabTe
counties to adequately meet their obligations given the current
economic circumstances.

'rhe transfer of library services allocation of Kshs. 425 million be
included in the additional allocations and Nor counfy F,quitableshare.
The rationale for this resolution is that this amount is afueady
earmarkedfor a specific function, anditcannotbe distributed using the
revenue sharing formura. This reas onabry excrudes it from being
considered as counfy equitable share.
The Road Maintenance Levy Fund (RMLF) should no longer be
considered as part of Equitabre share and' shou rd. be submitted
separately as paft of the county additional allocations. The estimated
amount for FY zozg/24 is IGhs. 1o billion. The ration aleforthis is that
the RMLF was included in Equitabre share in Fy zozr/zz and,is no
Ionger clearly earmarked. It is therefore not crearrhow the RMLF is
being implemented in the counties or if it,s even being allocated to

1l

Ill

counties in the first place.

4.0. KEY OBSE,RVATIONS

19'county allocation has increased by Kshs. ll. zsbillion from the Kshs. srobillion
allocated in FY 2022/23. The increment is due to adjustment to revenue growth
byKshs. ISbillion.

Zo'ThecRA recommends county Government's equitable share of revenue be Kshs.
4oz billion' This is based on the proiectedshareable revenue of Kshs. z,sz lbillion
for the financialyear ZOZS/24.

21'lt is worth noting that the most recent Auditor
financialyear 2OZl/ZZ andhas yet tobe debated

General Report relates to the

and approved by the National

8 f Pege

Report on the The Diuision oriiveniigit, zozs
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y. It is thus recommended that the Public Account Committee (PAC)

te the consideration of the revenues separ ately in order to allow for the

processing of the annual Division of Revenue Bill'

Committee observed thatthePublic Account Committee (PAC) Report on the

statements for the National Government for thefinancialyear 201'9/20

reference to Kshs. l.r73orggz million as the basis for revenue sharing

the two levels of government. However, this figure is the agregate

which include ordinary revenue and development revenue' The ordinary

rclatingto the financialyear 2o1,9/2O is Kshs. 1,673,71'4 million which

with the definition asper the CRA Act,207'1"

5.O RECOMMET'IDATIONS

HNANCTAL RECOMMENDATIONS

23.fiI4T, that the latest audited accounts by the Auditor General and apptoved by the

Assembly relates to FY 2O1g/2O, the committee recommends that Public

committee to fast-kack the legisl ative apptovalof auditedaccounts of revenue,

in nationally raised revenue, to ensure timely e4t,jtable sharing of such

reven inlinewithArticle22g(s)readtogetherwithArticle2os(3)andArticle2.l.Sof

24.THNI, the end of the current Fy 2OZZ/ 23, a multi-agency team comprising of the

Treasury, controller of Budget, council of county Governors and the

on Revenue Allocationbe established to initiate and finalize a legislative

to review the definiti on, coverare and application in relation to aspect of

as currently defined in the cRA Act of 2011,. This will support the

ls ln

A.

revenue

the

appropriaterevenue amount to be used as a basis for determining allocation to

the Fund pursuant to Article 204 of the Constitution'



25' TTIAT' for the FY 2024/ 25 and'going forward, the Nation alTreasuryto ensure proposars
on sharing of nationally raised revenue between the two (2) levels of Goyernments, and
in response to cRA recommendations, should be based on an objective and verifiable
criterion. This shoul d be in line with provisions of Article ZoS (1) (a) to (k) of the
constitution and' other provisions which requires an objective basis in the vertical
allocation of resources including any d.eviation from cRA,s proposal on revenue sharing.

B. TINANCIATRECOMMEI{DATIONS

26'Having considered the above matlers, the committee recommends that this House
approves the Division of Revenue Bill as follows:
A. Total Sharable R.evenue
B. National Government
C. F4ualization Fund
D. County t),quitable Share

27 . Finally, the Committee recommends
Bill, 2OZS tobe read, a second time.

that this House approves the Division of Reyenue

Thankyou.

Ksh. 2 r57 l, 1 59,OOO,O0O
Ksh. 2,1 77,365,426,000
Ksh. 8,368 rSZ4,OOO
Ksh. 38514 25,AOO,OOO

'.i' F:i jj il.J.,{i'ii,i;i.i..:. ;.,i..'..,.;.r}l:ii-],i.{:
.jl;n.&i,r'll ,l:.:,1, '. ,i: ;i"y,

ii.11ll;'ii'fr1;3 2 1 f,l.tii 2H3
,,,.,: i"\ lf

,..,,TxPSIGNED

HON. NDINDI I\tYoRo,

l;:it1.i,,",:i)
r:'l r'i-r'! ,

4od

r::! {.,r- r, r,..,i,r'r1>
.Cii,.{:i :;..!:i,t t:t-; i'
T i.-i,t _.,,. 

I r,r,..r: j_,-r.: :
It, )Nztfa
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REPUBLIC OF KENYA

TTIE NATIONAL ASSEMBLY

(,

13TII PARLIAMENT. SECOND SESSION, 2023

PARLIAMENTARY BUDGET OFFICE

OF THE 28TII SITTING OF THE SELECT COMMITTDE ON
ET & APPROPRIATIONS HELD ON MONDAY,21SrMARCH2023

9.00 A.M. AT
AL HOUSE

5TII FLOOR COMMITTEE ROOM IN

PRESENT

n. Ndindi, Nyoro, M.P.- ChairPerson
. Chumel, Samwel Moroto, M.P.
. Lekuton, Joseph, M.P.
Lesuuda, Josephine Naisula, OGW, M.P.
Ochieng, David Ouma, M.P.
Muchira, Michael Mwangi, M.P.
Shinali, Bernard Masaka, M.P.'
Mwakuwona, Danson Mwashako, M,P.
Atandi, Samuel Onunga, M.P.
Mwirigi, John Paul, M.P.
Mejjadonk, Benjamin Gathiru, M.P.
Wangaya, Christopher Aseka, M.P.
Wachira, Rahab Mukarni, M.P.
(Dr.) Masara, Peter Francis, M.P.
Ongili, Babu Owino Paul, M.P.
(Dr.) Murumba, John Chikati, M.P..

Busia, Ruth Adhiambo Odinga, M.P.
Kitilai, Ole Ntutu, M.P.
Sergon, Flowrence Jernatiah, M.P.
Mokaya, Nyakundi JaPheth, M.P.
Abdirahrnan Mohamed Abdi, M.P'

ABS WITH APOLOGIES

Otucho, Mary Emaase, M.P.- Vice Chairperson
Odhiarnbo, Millie Grace Akoth, M.P.
(Dr.) Mulu, Makali, M.P.

*r\*

BI'D
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1.
2.
aJ.
4.
5.
6.
7.
8.
9.
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t4
l5
t6
t7
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t9
20
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1.

2.
3.
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4. Hon. Wanjiku, John Njuguna, M.p.
5. Hon. Robi, Mathias Nyamabe, M.p.
6. Hon. Guyo, Ali Wario, M.p.

IN-ATTENDANCE

PARLIAMENTARY BUDGET OFFICE

l. Dr. Martin Masinde
2. Mr. Fredrick Muthengi
3. Dr. Abel Nyagwachi
4. Mr. Ringine Mutwiri
5. Ms. Loice Olesia
6. Mr. Cyrille Mutali

COMMITTEE SECRETARIAT

l. Mr. Danson Kachurnbo
2. Mr. Jibril Mohamud
3. Mr. Moses Mwariri
4. Ms. MerCy Mayende
5. Ms. Faith Makena
6. Mr. Jared Amara

AGENDA

I. Prayers;
2. Prelirninaries:

Ag. Director Parliarnentary Budget Office
Chief Fiscal Analyst
Fiscal Analyst I
Fiscal Analyst III
Fiscal Analyst III
Fiscal Analyst III

Fiscal Analyst I/ Lead Clerk
Fiscal Analyst III/ Assistant CIerk

!?e?tCounsgl. : .- '- -.. l: .ii.*.
Media RelationS
Sergeant-at-anns
Office Assistant

5.

6.

3.

4.

Briefing by Parliamentary Budget Office (PBO) on flre analysis of Division
of Revenue Bill (DoRB), 2023;
Consideration and adoption of the Committee draft report on the Division
of Revenue Bitl (DoRB), ZOZ3
Any Other Business (A.O.B); and
Adjournrnent.

MIN BAC NLt2023fi 32: pRELIMINARIES

The chairperson called the meeting to order at 9:00 a.m. and requested Hon.
Wachira, Rahab Mukami, M.P. to lead the Cornmittee in prayer aftei which there
was a round of introduction.

2lPage



BAC NAl2022/133: BRIEFING BY THE
ET OFFICE(PBO) ON THE ANALYSIS

PARLIAMENTARY
OF' DIVISION OF'B

RE BILL (DORB), 2023

The hairperson invited the Parliarnentary Budget Office (PBO) to take Members

the Bill. In the presentation PBO indicated as follows:

2t
up

Division of Revenue Bill (DoRB) is prepared in accordance with Article

of the Constitution. This Bill is introduced in the National Assernbly and

approval by the National Assernbly, is referred to the Senate for

1

con

srm

ce

2. The Court Judgernent (No. 3 of 2019) held that by the 30ft of Aprilin any

year,the Division of Revenue Bill ought to be introduced in Parliament

with the County Allocation of Revenue Bill. hnportantly, the

on Bilt can only be considered after the passage of the Division of
Bill.

3. The ivision of Reveriue Bill 2023 provides for the sharing of revenue raised

ly between the National Govornment and County Governments for the

year 2023/24.Therevenue shared is calculated on the basis of the most

audited accounts of revenue received and approved by the National

. In this case, the latest audited revenues approved by National

related to financial year 2Ol9/20 and stood at Kshs. 1,673,714 rnillion.

4. It is noting that the approved shareable revenue approved by Parliament

sli varies from what was included in the 2023 Budget Policy Statement.

inary revenue of Kshs. 1,573,416 rnillion included in the BPS varies by

the audited ordinary revenue by the Auditor-General and as approved

by the ational Assernbly of Kshs. 1,673,714 rnillion

I. EQ LE SHARE OF REVENUE

5. The ected revenue collection for the financial year 2023124 is estirnated at

Kshs. 2 1.2 billion. The respective allocations to the national government,

The

6%

county

Kshs.3

ts and the Equalization Fund stand at Kshs. 2,177.3 billion,

.4 billion and Kshs. 8.3 billion respectively
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ITEM DESCRIPTION INKSHS.
BILLION

Pro ected Revenue 571.2
National Governm ent 2 177.3

Public Debt I 250.7
ows (National Interest,Other Outfl

other National ob igations,
Ern ecl s

926.6

Coun Governments 385.4
ualization Fund 8.3

Table 1: Pro cted Revenue and Allocation in FY 2023124

Source: DoRB, 2023

6' The proposed Equitable Share for FY 2023/24 of Kshs. 3g5.4 billion is
equivalent to 23-03Yo of the last approved audited revenues worth Kshs.
1,673,714 million for FY 20lgl2}. This growth in the equitable share is
approximately 4Yo frorn the financial year of 2022/23 of Kshs.370 billion.

Table 2: Equitable Revenue Share Allocation to County Governments py
2023t24

DETAILS DoRB 2023 (Amount
in Kshs. Million

Equitable share

2022/23

in FY
370,000

Add:

Adjustment for

Growth

Revenue
15,000

Transfer to Library Services 425

Equitable Revenue Share 395,425

Source: DoRB,2023

7' The following factors were taken into consideration in calculating the County
Governments' equitable revenue share allocation for Fy 2023/24:

i. The proposed equitable share of Kshs. 385.425 billion in the Fy 2023124
is equivalent to 23.03% of the last audited accounts (Kshs. 1,673,714
million for Fy 20l9lzo) and as approved by parliament. The proposed
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8. It is
have

eq

entities, County Governments transfers have been below their

ve targets. As at March 2023,the total issues on account of the equitable

share at Kshs. 183,150 million which represents 49.5% of the total

le share with three (3) rnonths to the end ofthe financial year. Articlezl9

allocation therefore meets the requirement of Article 203(2) of the

Constitution;
High level of debt financing as well as elevated debt risk;

Financing constraints due to limited access to finance in the dornestic and

international financial rnarkets. Notably, The National Treasury did not

disburse Kshs. 29.6 billion to County Governments in the FY 2021122

due to financial constraints;

The Governrnent is also irnplernenting a fiscal consolidation plan so as

to lower the fiscal deficit and slow down debt accumulation. To reflect

this fiscal tightening, the National Government recurrent ceiling growth

has been restricted, declining from a growth of l0.3Yo in FY 2017ll8 to

1.2% in FY 2023124; and

The fact that the National Government continues to solely bear shortfalls

in revenue in any given financial year, while County Govemments

receive their full allocation despite the budget cuts affecting the National

Government entities.

noting that despite the fact that the DoRB highlights that Counties

their full allocation despite the budget cuts affecting the Natio;ral

provides that a county's share of revenue shall be transferred

without delay and without deduction. There are agreed upon cash

schedules which are rarely honoured. Thus, counties have and

to bear the brunt of revenue shortfalls which affects their budget

e. Libr being a devolved function as provided for under the Fourth Schedule of

on, has been unbundled and attendant resources alnounting to

5 rnillion identified and proposed to be fully transferred to County

. This arnount of Kshs. 425 million will be included in the

Equi share allocation for the 33 County Governments in a phased approach

starting FY 2023124 at looyo,75o/o for FY 2024125 (balance of 25% to be

shared equitable) and25o/o for FY 2025/26 (balance of 75Yo to be shared as

). From the fourth FY, that is FY 2026127, the 33 Countyequitab

's will be required to integrate the salaries of these staff into their

of the

to the

dis

the C
Kshs.

G
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pay roll, after which the entire Kshs. 425 million will be available for sharing as
equitable share among the 47 County Governments, in line with the principle of
transferring resources to devolved functions.

l0' It is worth noting that the transfer of library services of Kshs. 425 million should
be included in the additional allocations and not County Equitable share. Given
that this amount is already earmarked for a specific function and will not be
distributed using the revenue sharing fonnula, it cannot be considered to be
equitable share by definition and is therefore an additional allocation to counties.

II. commission of Revenue Ailocation (cRA) submissions

ll'The shareable revenue is projected to increase by lTyo conpgted on a3 year
moving average frorn Kshs .2,192 billion in the financial year 2022123 toKshs.
2,571billion in the financial year 2023124. Based on the projected increase. of
revenue raised nationally, the National Government allocatio, has increased
frorn Kshs. 1,814.8 billion to Kshs. 2,150.3 billion and thus the county
Governments' allocation should increase frorn Kshs .370 billion to Kshs. 407
billion.

Table 3: Comparison of the CRA and the DoRB Z0z3 onthe Equitable Shareof Revenue proposed for Fy 2023t24 (I(shs. Million)

Expenditure Item CRA
(A)

DoRB 2023
(B)

B

Variance
{C: (A-

1. Equitable Revenue Share in Fy
2022t23

370,000 370,000

2. Revenue Growth Adjustrnent in Fy
2023t24

37,000 15,000 22,000

3. Transfer of library services 425 42s

TOTAL EQUITABLE OF
REVENUE

407,000 385,425

Source: DoRB,2023

6lPage



12.In

1u.

ii)

201

III.

I

u

bi

the

c

i)

iii) It is
2,

rv.
13. From

TE

report on the Budget Policy Statement 2023 approved by the House, the

made the following recommendations with regard to the Division of
proposals

The county equitable share is approved at Kshs. 407 billion. The rationale

is to enable counties to adequately rneet their obligations given the curent

economic circumstances notably rising costs.

The transfer of library services allocation of Kshs. 425 million should be

included in the additional allocations and NOT County Equitable share.

The rationale for this resolution is that this atnount is already eannarked for

a specific function and it cannot be distributed using the revenue sharing

formula. This reasonably excludes it from being considered as county

equitable share.

The Road Maintenance Levy Fund (RMLF) should no longer be considered

part of equitable share and should be subrnitted separately as part of the

additional allocations. The estimated amount for FY 2023124 is

10 billion. The rationale for this is that the RMLF was deemed

in equitable share in FY 2O2l/22 and is no longer clearly

. It is therefore not clear, how the RMLF is being irnplemented

the counties or if it's even being allocated to counties in the firstplace'

OBSERVATIONS AND EMERGTNG ISSUES

foregoing the following are noted:

allocation has increased by Kshs. 15.425 billion frorn the Kshs' 370

allocated in FY 2022123. The increment is due to adjustment to

e growth by Kshs. 15 billion and an allocation of Kshs. 425 million

ards the transfer of library functions to the counties. The rationalebehind

inclusion of Kshs. 425 rrrillion in the equitable share raises some

since the amount is already earmarked for a specific function and

be distributed using the revenue sharing fonnula.

CRA recolnrlends County Government's equitable share of revenue at

. 407 billion. This is based on the projected shareable revenue of Kshs

1 billion for the financial year 2023124.

noting that the Public Account Cornmittee (PAC) Report on the

statements for the National Government for the financial year

makes reference to Kshs. 1,730,992 rnillion as the basis for revenue
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sharing between the two levels of government. However, this figure is the
aggregate revenue which includes ordinary revenue and developrnent
revenue' The ordinary revenue relating to the financial year 2019/20 stands
at Kshs. 1,673,714 rnillion which is in line with the definition asperthe CRA
Act, 2011 and is also the amount contained in the division of revenue bill,
2023.

iv) The latest Auditor General Report relating to financi al year 2021/22 has
been submitted to Parliarnent but is yet to be debated and approved by the
National Assernbly. There is urgent need for the Public Account Cornrnittee
(PAC) to fast-track the consideration of the revenues separately in order to
allow the use of the most recent statistics in the processing of future annual
Division of Revenue Bills.

v) The National Assernbly is in receipt of a petition subrnitted clairning the use
of outdated audited financial accounts, that of 2olg/20. The petitioner,
acting on a court directive, avers that the use of auditecl revenue accounts
relating to the FY 20l9l2O as unreliable figures and presents uncertainty in
the revenue sharing process. The petitioner's prayer is that the Fy 2o2ll22
audited revenues are used in the division of revenue process or at worst the
FY 2020121 accounts

Following the presentation by the parliamentary Budget office the
committee madc the following observations and recommendations:

KEY OBSERVATIONS

2' County allocation has increased by Kshs. 15.425 billion frorn the Kshs. 370
billion allocated in FY 2022/23. The increment is due to adjustrnent to
revenue growth by Kshs. l5 billion.

3' The CRA recolnmends County Government's equitable share ofrevenue be
Kshs' 407 billion. This is based on the projected shareable revenue of Kshs.
2,571billion for the financial year 2023/24.

4' It is worth noting that the most recent Auditor General Report relates to the
financial year 2021122 and has yet to be debated and approved by the
National Assembly. It is thus recomrnended that the public Account
Comrnittee (PAC) expedite the consideration of the revenues separately in
order to allow for the tirnely processing of the annual Division of Revenue
Bill.

5' The Committee observed that the Public Account Cornrnittee (pAC) Report
on the financial statements for the National Govemment for the financial
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6.

7

year 2olgl20 makes reference to Kshs. 1,730,992 rnillion as the basis for

revenue sharing between the two levels of government. However, this figure

is the aggregate revenue which include ordinary revenue and development

revenue. The ordinary revenue relating to the financial year 2019/20 isKshs.

1,673,7!4 rnillion which is in line with the definition as per the CRA Act,

2011.
RECOMMENDATIONS

A. NON-FINANCIAL RECOMMENDATIONS

TI1AT, given that the latest audited accounts by the Auditor General and

approved by the National Assernbly relates to FY 2019120, the Cornmittee

recolnlnends that Public Accounts Cornrnittee to fast-track the legislative

approval of audited accounts of revenue, in particular nationally raised

revenue, to ensure tirnely equitable sharing of such revenue in line with

229(8) read together with Article 203(3) and Article 218 of the

stitution

T, before the end of the current FY 2022/23, a multi-agency team

of the National Treasury, Controller of Budget, Council of
ty Governors and the Commission on Revenue Allocation be

lished to initiate and finalize a legislative mechanism to review the

tion, coverage and application in relation to aspect of revenue as

defined in the CRA Act of 2011. This will support the

ate revenue amount to be used as a basis for determining

to the Equalization Fund pursuant to Article 204 of thle

T, for the FY 2024125 and going forward, the National Treasury to

proposals on sharing ofnationally raised revenue between thetwo (2)

of Governtnents, and in response to CRA recomlnendations, should

based on an objective and verifiable criterion. This should be in line with

ions of Article 203 (1) (a) to (k) of the Constitution and other

ions which requires an objective basis in the vertical allocation of

ources including any deviation from CRA's proposal on revenue sharing
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B. FINANCIAL RECOMMENDATIONS

9' Having considered the above rnatters, the Cornmittee recommends that this
House approves the Division of Revenue Bill as follows:

A. Total Sharable Revenue
B. National Government
C. Equalization Fund
D. County Equitable Share

Ksh. 2,571,159,000,000
Ksh. 2, I 77,365,426,000
Ksh. 8,368,574,000
Ksh. 385,425,000,000

lo'Finally, the Comrnittee recolnmends that this House approves the Division
of Revenue Bill, 2023 to be read a second time.

MIN BAC Nfu/2oz3fi 34: coNsrDERATroN AND ADoprIoN oF THECOMMITTEE'S DRAFT REPORT ON THE DIVISION OF REVENUEBILL (DORB), 2023

I{aving gone through the report and following the deliberations, the Committee
unanimously adopted the report that the Bill be passed without amendments. The
adoption was proposed by Hon. ongili, Babu owino paul, M.p. and seconded by
Hon. Wachira, Rahab Mukarni, M.p.

MIN BAC NLt2oz3t135: ANy orHER BUSTNESS & ADJounr.quBNr
There being no other business, the meeting was adjourned at 12.00 p.rn. The next
meeting will be communicated in due course.

SIGNED

HON.NDINDI NYORO, CBS, M.P.

CHAIRPERSON, BUDGET AND APPROPRIATIONS COMMITTEE

(-).? .-?4 L-sLI

DATE
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