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I{oad Maintcnancc LcvY liund

PREFACE

ESTAT}LISIIMENTANDMANDATEoFTHECoMMITTEE

Articlc 124 (1) of-thc Constitution ol'Kcnya providos that cach IIousc ol'Parliarncnt

rnay cstablish cotnrnittccs and shall rnakc Standing Ordcrs Ibr thc ordcrly conduct ol'its

procccdings. including thc procccdings ol' its committccs'

I)arliamcntary cornrnittccs considcr policy issucs. scrutinizc thc workings and

cxpcnditurcs ol'thc National and County (iovcrnmcnts, and cxaminc proposals Ibr

lcgislation.'l'hc cnd rcsult ol'any proccss in Comrnittccs is a rcport, which is tablcd in

thc Ilousc lilr considcration.

'l'hc Scnatc Standing committcc on l;inancc and Iludgct is cstablishcd undcr Scction

8( I ) ol'thc l)ublic liinancc Managcmcnt (l'l;M) Act. Cap 4l2A and standing ordcr 228

of thc Scnatc Standing Ordcrs and is mandatcd to-

a) invcstigatc, inquirc into, and rcport on all mattcrs rclating to coordination.

control, and rnonitoring ol'thc county budgcts and cxaminc -

(i) thc lludgct Policy Statcmcnt prcscntcd to thc Scnatc;

(ii) thc rcport on thc budgct allocatcd to constitutional Commissions and

indcPcndcnt olliccs:

(iii) thc I)ivision ol'l{cvcnuc Ilill, thc County Allocation olltcvcnuc I}ill,

thc County (iovcrnrncnts Additional Allocations Ilill, and thc cash

disburscmcnt schcdulcs lor counly govcrnmcnts;

(iv) all lnattcrs rclatcd to rcsolulions and llills tbr appropriations, thc

sharc ol'national rcvcnuc amongst thc countics, mattcrs conccrning

thcnationalbu<lgct,includingpublicfinanccandmonctarypolicics

antl public dcbt, planning. and dcvclopmcnt policy; and

b) Pursuant to Articlc 228 (6) olthc constitution, to cxatninc thc rcport of thc

Conlrollcr ol' Iludgct on

govcrnlncnts.

thc implcrncntation ol- thc budgcts ol county

Il t'r't'tt uL' Bill. )(t)JI)itititttt
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MEMI}F]RS}IIP OF THE COMMITTEE

lrollowing thc constitution ol'thc Standing Committccs of thc Scnatc ol thc'l'hirtccnth

(l3tl,) Irarliarncnt on'l'hursday. l3'r'Octobcr. 2022. ]hc Scnatc Standing Corn[nittcc on

liinancc and lludgct as currcntly constitutcd cornpriscs thc lbllowing Mcmbcrs-

l) Scn. (Capt.) Alilbrahirn Itoba,lrGII, MI'} - Chairpcrson

2) Scn. Maurccn'l'abitha Mutinda' MI'} - Vice-Chairpcrson

3) Scn. (l)r.) lloni Khalwalc' CIIS, MI' - Mctnbcr

4) Scn. Joycc Chcpkocch Korir' MI) - Mcmbcr

5) Scn.'l'abitha Karanja Kcrochc, M(ill. MP - Mcmbcr

6) Scn. Mohamcd lakiMwinyiha.ii. CllS, MP - Mcmbcr

7) Scn. li.ichard Motntlima Onyonka, MP - Mcmbcr

tt) Scn. Shakila Abdalla Moharncd. MP - Mcmbcr

9) Scn. I')ddy (iichcru Okctch, MI' - Mcnbcr

lli.'ltLtrl on l.) Ilr.rlo tr o.l llL'\'enut Bill )()t1S( / (\ Bsl
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CHAIRI'T]RSON'S FOREWORI)

.l.hc l)ivision crl' Itcvcnuc }il. 2024 (National Asscrnbly llills No.14 <t[ 2024) was

publishc<l vidc a Kcnya Oar.cLlc Supplcrncnt No.57 ol'[l'h March,2024' 'l-hc I]illwas

introduccd in thc National Asscmbly, dcbatcd antl passcd without amcndmcnts on

Wcdncsday. 20t1, March. 2024. Conscqucntly. in aocordancc with Articlc I l0(4) of thc

Constitution, thc Ilill was rclbrrcd to thc Scnatc lbr considcration.

'l'hc Ilill was rcacl a ltirst 'l'irnc in thc Scnatc on wcdncsday,27th Match.2024'

Conscqucntly. pursuant to stancling ordcr 145 of thc Scnatc Standing Ordcrs' thc Ilill

rvas cornrnittcd to thc Standing Cornmittcc on liinancc and Iludgct lor considcration

ancl Iacilitation ol' public participation'

'l'hc l)ivision ol' I{cvcnuc l\ill, 2024 (National Asscrnbly Ilills No' 14 ol- 2024) is

prcparcd in linc with Articlc 218 otthc Constitution. It providcs lor vc(icalcquitablc

sharing ol-rcvcnuc raisccl nationally bctwccn thc national and county govcrnmcnts in

thc liinancial Ycar (l:Y) 2024125 in accordancc with Articlcs 202(l) and 203 ol'thc

Constitution.

'l'hc rcvcnuc sharcd is calculatcd on thc basis of thc rnost rcccnt auditcd accounts tlf

rcvcnuc approvctl by thc National Asscrnbly. as stipulatcd in Articlc 203(3) of thc

Constitution. 'l'hc rnost rcccnt auditccl rcvcnuc approvcd by thc NationaI Asscrnbly is

lirr thc l;Y 2020121 and arnounts to Kshs. 1.510.562.945.014'

'l'hc pro.jcctcd rcvcnuc collcction for thc l;Y 2024/25 is cstimatcd at Kshs' 2'948'124

billion. out ol'this, thc National (iovcmmcnts sharc is Kshs.2,549.154 billion'

rcprcscnting 86.47 % olthc total rcvcnuc, whilc thc proposcd county govcrntncnts'

cquitablc sharc is Kshs. 391.1l7 billion rcprcscnting 13.3oh ol thc I'otal rcvcnuc.'l'hc

proposcd county govcrnmcnts' cquitablc sharc is 24.90% of thc most rcccnt auditcd

rcvcnuc for thc l;Y 202012021 approvcd by thc National Asscmbly"l-hc County

cquitablc sharc is proposcd to incrcasc by 1.5% from a basclinc olKshs. 385'425 billion

(allocatc<l inl:Y 202312024) arising from an adjustmcnt for rcvcnuc growth'

Il.r/r),, o/ l?.t'LtrnL' llill. )l))J6l



I)ill. )tt)J7l

Irurlhcr thc Ilill providcs an allocation to thc lrqualization liund lor thc l;Y 202412025

rotaling to Kshs.7.852tt billion. which is 0.5% of thc l;Y 2\20l2l auditcd and approvcd

rcvcnuc. as pcr Articlc 204 ol'thc Constitution'

It is wo(h noting that during consiclcration ol' thc 2024 Btdgct I'}olicy Statcmcnt

approvcd by thc IIousc, thc Scnatc madc somc kcy linancial rccommcndations with

rcgard to thc division ol- rcvcnuc. Notably, thc Scnatc rccomrncnclcd an allocation ol-

Kshs. 41 5.g522billion as cquitablc sharc to counly govcrnmcnts for FY 2024125 bascd

on thc lbllorving -

i) Ad.justmcnt ol'thc lrY 202312024 rcvcnuc allocation by a grorvth lactor ol'

6.4%.

ii) l;urthcr adiustmcnt by rcpurposing of thc scrappcd MIIS programrnc

allocation arnounting to Kshs' 5'86 billion'

'l'hc ad.justrncnts takc into account thc rcccnt additional non-discrctionary linancial

obligations rclating to housing lcvy dcductions, cnhanccd contributions to thc National

Social Sccurity lrund (NSSI;), ccrtain contributions to thc Social Ilcalth Insurancc |und

(SIIIlr), wagc drili as wcll as thc nccd lbr countics to providc matching allocations lbr

thc County Aggrcgation and Industrial Parks and thc Community Ilcalth Promotcrs

programlnc. lrurthcr. rcsourccs for thc transfcrrcd obligation to mcct thc cost olrncdical

cquipmcnt progralxmc.

I)ursuant to thc provisions ol' Articlc I 18 ol' thc Constitution as rcad togcthcr with

standing ordcr 145(5) ol'thc Scnatc Standing ordcrs, thc comrnittcc lacilitatcd public

pa(icipation and took into account thc vicws and rccommcndations ol'thc public in its

rcporl. An advcrt inviting thc gcncral public to subrnit mcmoranda on thc Ilill was

publishcd in trvo ncwspapcrs oI nationwidc circulation on 3'd April. 2024.

I)uring considcration ot' thc llill, thc Committcc rcccivcd submissions lrom thc

Ibllowing kcy stakcholdcrs

a) National 'l'rcasury and l'.conomic I'lanning;

b) Cornrnission on Ilcvcnuc Allocation (CI{n );

c) Council o1'(iovcrnors (Co(i);



d)

c)

f)

c)

h)

i)

j)

k)

'l'hc Institutc ol'Ccrtillcd Accountants of Kcnya (lCI'}AK);

'l'hc Intcrnational Iludgct Partncrship (llll'>)-Kcnya;

Institutc oI I :conomic Aflairs (ll:A);

County Asscrnblics Irorum (CA|);

Kn'l'lllA Institutc;

'l'hc I{ift VallcY l}udgct IIub;

'l'hc Lakc Itcgion I lub; and

Youth Scnatc Nairobi CountY.

Committcc Observations

a) 'l'hc llill uscs a basclinc ol'Ksh. 374.492 billion as thc allocation for Iiinancial

Ycar 2023124 against thc actual basclinc ol'Ksh. 385.425 billion. 'l'hc comrnittcc

obscrvcs that thc purportcd nctting out ol-Ksh. 10.9 billion as adjustmcnt lbr thc

Itoad Mainrcnancc Lcvy liund (ltMLF; which rvill hcncclorth bc allocatcd

scparatcly 1o countics is crronct.rus sincc thc cquitablc sharc, oncc approvcd, docs

not includc conditional allocations.

b) 'l'hc actual incrcmcnt (ad.iustmcnt for rcvcnuc growth) in county cquitablc sharc

is Kshs. 5.692 billion as opposcd kr thc Ksh. 16.625 billion as sct out in thc

cxplanatory rncprorandurn to thc Ilill. Additionally, thc National 'l'rcasury has

Iailcd to satislactorily dcmonstratc thc critcria that thc rcvcnuc growth is bascd

on.

c) 'l'hc allocalion to thc l')qualization lrund lor l;Y 2024125 is lowcr than thc

approvcd allocation lirr l;inancial Ycar 2023124 sincc thc basis lbr thc proposcd

allocation is thc auditcd and approvcd accounts olrcvcnuc lbr IY 2020121 which

is lowcr than thc amount lbr IY 2019120'

d) I)claycd approval ol'thc auditcd and approvcd accounts olrcvcnuc has advcrscly

all'cctcd rcvcnuc allocation to countics'

c) I)cspitc thc indication that thc national govcrnmcnt continucs to bcar thc rcvcnuc

shortlalls. county govcrnmcnts havc also bornc thc shortlalls in thc lbnn ol

dclaycd cxchcqucr rclcascs which harnpcr county budgct implcrncntation and

scrvicc dclivcrY.

8l ll it'i: it) )t t, f I? t t'L'n u t' B ill' ) ll I J



l) 'l'hc county govcrnlncnts arc l'accd with additional cxpcnditurc dcmands duc to

implcmcntationol'kcynationalgovcrnmcntpriorityprogrammcssuchascounty

aggrcgation and industrial parks, and community hcalth prolnotcrs which arc

jointly lundcd by thc national and county govcrnmcnts on a 50:50 matching

basis. othcr non-discrctionary cxpcnditurc dcmands accruc liorn thc ncw

housinglcvy<lcductions,ncwNationalsocialsccuritylrund(NSSll)

contributions and ncw Social Ilcalth Insurancc liund (SIIIF) contributions.

Rccommcndalions

Ilaving consiclcrcd thc Ilill and subtnissions Iiom thc stakcholdcrs. thc Committcc

rccornrncnds that thc Scnatc approvcs thc Ilill with thc following amcndmcnts to thc

Schcdulc -

a) 'l'hc National (iovcrntncnt sharc ol- rcvcnuc- Kshs. 2.524,31 tt.490,857; and

b) 'l'hc county cquitablc sharc- Kshs.415,952.200'000'

'l'his is arrivcd at by rnaking adjustmcnts to thc basc of Ksh. 385.425 billion to takc

into accour.rt non-discrctiilnary Iinancial obligations rclating to housing lcvy

dcductions. cnhanccd contributions to thc National Social Sccurity l;und (NSSI;)'

ccrtain contributions to thc Social I Icalth Insurancc lrund (SI IIll), wagc drift as wcll

as thc nccd l0r countics to providc rnatching allocations lbr thc Counly Aggrcgation

and Industrial l)arks arrd thc Cotnrnunity Ilcalth l)romotcrs programlnc' liurthcr'

rcsourccs lor thc transl'crrcd obligation to Incct thc cost ol' mcdical cquipmcnt

progralnmc.

s( /,,i/J i? ltttrl t) tr l)it'itir)tt t).f' lltt'e nut' Bill )t))lsl
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Thc Committee apprcciatcs the support extcnded by the offices of thc Speakcr and thc

Clcrk of the Scnate while undertaking this important assignment'

Lastly, I thank the stakeholders who submitted written memoranda and appcared bcforc

the Committec to prcsent their commcnts on thc Bill'

It is now my plcasant duty, pursuant to standing ordcr 148 (l) of thc Senatc Standing

Ordcrs to prescnt thc Rcport of the Standing Committce on Irinance and Budgct on thc

Division olRcvcnue Bill,2024 (National Asscmbly llills No.14 of 2024).

Signature "*...Rf. 1.,P.+l.ao.a"/ ..

sEN. (CAPT.) ALI IBRAHIM ROBA, EGH' MP'

CHAIRPERSON,

STANDING COMMITTEE ON FINANCE AND BUDGET

.i(' f .{ B Rcpt)rl ott l)itision o.[ IIt'vcnuc I]ill )(l)l
101

Acknowledgement

I takc this opportunity to commend the Members of the Committee for thcir devotion

and commitmcnt to duty, which madc the considcration of thc Division of Rcvenuc Bill'

2024 succcssful.



ADOPTIONoFTHEREPORToFTHESTANDINGCOMMITTEEoN
FINANCEANDBUDGEToNTHEDIVISIONoFREVENUEBILL,
2024 (NATIONAL ASSEMBLY BILLS NO.I4 OF 2024)

we, the undersigned Members of the Senate Standing committee on Finance and

Budget, do hereby append our signatures to adopt this Rcport-

SignatureDesignationName

Chairperson
1 Scn. Capt. Alilbrahim Roba,llGII' MP

C"L6.)Scn. Maurcen'l'abitha Mutinda, MP2

McmbcrScn. (Dr.) Boni Khalwale, CIIS, MPJ

Mcmbcr4
Sen. l'abitha Karanja Keroche, MGH,

MP

McmbcrScn. Joycc Chcpkocch Korir, MP5

6
Mcmbcr

Scn. Mohamcd lraki MwinYihaji, CBS,

MI)
6

McmbcrScn. Ilichard Momoima OnYonka, MP7

McmbcrScn. Shakila Abdalla Moharncd, MP8

atd.J V(

Mcmbsr9 Scn. Irddy Gichcru Okctch, MP
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CIIAPTER ONE

OVEIiVII]WOF-I'IIEI)IVISIONOFREVENIJEIIILL,2024

1.0 Introduction

l. 'l'hc I)ivision ol-llcvcnuc lrill,2(\24 (National Asscmbly Ilill No'14 o12024)was

publishcd on 8,r,March.2024. 'l'hc Ilill was rcad a Irirst'l'imc in thc National

Asscrnbly on 'l ucsday l2tl' March, 2024 and was committcd to thc lludgct and

Appropriations Cornrnittcc lbr rcvicw and rccorntncndations pursuant to standing

ordcr l2l(2) of thc National Assctnbly Standing orclcrs. 'l'hc National Asscrnbly

considcrcd thc Ilill and approvccl it as publishcd' Subscqucntly, thc Ilill was rcl'crrcd

to thc Scnatc lbr concurrcncc pursuant to Articlc 110(4) olthc Constitution'

2. 'l'hc objcctivc ol' thc llill is to providc lbr thc vcrtical sharing ol'rcvcnuc raiscd

nationally bctwccn thc National (]ovcrnmcnt and county govcrnmcnts lilr thc IrY

2024125 in accordancc rvith Articl cs 202(l ). 203. and 218 ol'thc Constitution'

3. Articlc 202(l) ol'thc Constitutign provitlcs that rcvcnuc raiscd nationally shall bc

sharcd cquitably arnong thc national ancl counl.y govcrnmcnts. Articlc 2ltl of thc

Constitution providcs that a I)ivision ol'ltcvcnuc Ilill shall dividc rcvcnuc raiscd

nalionally bctwccn thc national and county govcrnlncnts. furthcr, A(iclc 203(2) and

(3) ol'thc Constitution providc that county govcrntncnts arc cntitlcd to at lcast l5

pcrccnt ol-thc rnost rcccnt auditcd rcvcnuc as approvcd by thc National Asscmbly'

4. 'l'o this cnd. thc cnactrncnt olthc I)ivision of Rcvcnuc l\i11,2024 is critical in sctting

thc stagc ltrr thc prcparation ol'thc County Allocation ol'ltcvcnuc Ilill' 2024' which

will inlbrrn thc lirrning up and cornplction ol'prcparation of thc annual budgct

cstimatcs ltlr thc lbrty-scvcn county govcrnmcnts'

l.l Contcnt of thc Division of Rcvcnue Bill for FY 2024125

5. 'l'hc prof cctcd rcvcnuc collcction for thc l:Y 2024125 is cstimatcd at Kshs' 2'948'124

billion. our ol'this. thc National (iovcrnmcnts sharc is Kshs. 2,549'154 billion'

rcprcscnting l\6.47 % ol'thc tolal rcvcnus, and thc county cquitablc sharc is Ksh'

391.1l6.7tttt.l47.

6. 'l'hc county cquitablc sharc is cquivalcnt to 24.9 pcrccnt ol thc most rcccnt auditcd

accounts ol-rcvcnuc as approvcd by thc National Asscmbly in accordancc with

nut' lJill. )())lt2l
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Articlc 203(3) ol'thc Constitution. Notably, thc rnost rcccnt auditcd and approvcd

rcvcnuc accounrs arc lbr thc liY 202)l2l atnounting to Ksh. 1,570,562',945.014'

7. ',l'hc Ilill indicatcs that thc proposcd county cquitablc sharc allocation ol' Kshs'

391.117 billion is inltrrrncd by, among othcrs. thc trcnd in rcvcnuc pcrformancc,

incrcascd dcbt scrvicc cxpcnditurc, financing constraints duc to lirnitcd acccss to

domcstic and intcrnational ljnancial markcts, thc govcrnmcnt's cotnmitmcnt ttl

irnplcmcnt a ljscal consolidation plan targcting to rcducc thc Ilscal dclicit t0 3'9

pcrccnt ol'(il)1, inl;Y 2024125, and thc fact that thc National (iovcrnmcnt continucs

to solcly bcar shortlalls in rcvcnuc in any givcn linancial ycar cvcn as County

(iovcrnrncnts continuc to rcccivc thcir Iull allocation'

tt. Irqually. in linc with Articlc 204 of thc constitution, thc liqualization |und is

allocatcd Ksh. 7.ti52.tt 14.'725. cquivalcnt to 0.5 pcrccnt olthc Inost rcccnt auditcd

accounts ol-rcvcnuc approvcd by thc National Asscrnbly (l;Y 20201202l)''l'his lund

is uscd to financc <Icvclopmcnt programmcs that aim at rcducing rcgional disparitics

alnong bcnc liciarY countics.

S( i',i /ri lltl','1t rtn !.)lt rrtrr tt 't./ l?''t'en ': Dill )0)1
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CIIAPTER TWO

SU I}M ISSIONS I}Y STAKEHOLDERS

2.0 Introductirln

9 l'his Chaptcr cntails subtnissions liom various stakcholdcrs rcgarding thc Ilill' 'l'hcy

includc thc lbllorving-

a) 'l'hc National 'l'rcasury and liconornic I'lanning;

b)'l'hc Council ol'(iovcrnors (CoG);

c) Cornrnission on I{cvcnuc Allocation (CI{A);

d) 'l'hc Institutc ol-llconomic Alfairs;

c) Katiba Institutcl

l) 'l'hc Lakc Ilcgion Iludgct I Iub;

g)'l.hclnstitutctll.Ccrtillcdl)ublicAccountantsofKcnya(ICI,AK);

h) 't'hc Youth Scnatc KcnYa;

i) 'l'hc County Asscrnbly liorurn (CAI);

.i) 'l'hc Intcrnational Iludgct Partncrship, Kcnya (llll'-K); and

k) 'l'hc Itili Vallcy Iludgct IIub.

2.1 submissions by thc National Treasury and Economic Planning

10.'l'hc National 'l'rcasury subrnittcd thc lollowing-

a) 'l'har thc dclinition of-cabinct Sccrctary bc includcd in thc Ilill.

b) .l'hc National 'l rcasury and Planning agrccd on thc al.nount ol Kshs.

1.570.562.945.014 in thc Ilillbcing thc most rcccnt auditcd rcvcnuc lbr FY

202)l2l approvcd by thc National Asscrnbly, in linc with Articlc 203(2) ol

thc Constitution.

c) 'l'hc National 'l'rcasurY is in agrcctncnt with thc 0.5 pcrccnt lbr thc

liqualization liun<l, which amounts to Kshs. 7,852,814.725; and thc National

(iovcrntncnt allocation, which amounts to Kshs' 2'549'153'902'710' with

Kshs. I ^570.562.945.0 l4 as thc most rcccnt auditcd and approvcd account

lor l;Y 2020121.
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d) 'l'hat thc Nati<lnal 'l'rcasury is in agrccmcnt with thc National Asscmbly on

thc proposccl division ol'rcvcnuc, whcrc thc national govcrnlncnt cquitablc

sharc is Kshs. 2.549 trillion and thc county cquitablc sharc is Kshs'391'l l7

billion.

2.2 Submissions by thc Council of Govcrnors

I l.'l'hc Co(i appcarcd bclirrc thc cor-nmittcc and subrnittcd as lbllows-

a) 't'hat co(i apprcciatcs thc Scnatc's rccornrncndation on lhc2024 Iludgct Policy

Statcrncnt to allocatc County govcrnlncnts Ksh.4 15.9522 billion lbr thc l;Y

2024125.

b) IIowcvcr, thc Council notcd with conccrn that thc proposcd allocation ol

Ksh.39l . I l7 billion as cquitablc sharc ol'rcvcnuc to Countics as containcd in thc

I)ivision o[-l{cvcnuc l\ill.2024 will subjcct countics to major challcngcs in thc

pcrlqrmancc ol'thc lunctions assigncd to thcrn undcr thc l;ourth Schcdule ol'thc

Consritution and dclivcry ol'scrviccs to citizcns in thc IY 2024125 il-thc Ilill is

passcd in its currcnt lilrrn'

c) 'l'hat County govcrnrncnts havc bccn subjcctcd to additional non-discrctionary

cxpcnditurcs that will rcquirc incrcascd allocation in thc ncxt financial ycar.

d) 'l'hc Council thcrclirrc proposcd a rninirnum allocation ol'Ksh.439.5 billion lbr

I:Y 2024125 as sharablc rcvcnuc.

c) Co(i submittcd that thc adjustrncnt o[ thc basclinc in thc cxplanatory

rncmoranclurn. spccilically thc dcducting olthc l{oad Maintcnancc Lcvy l;und

(l{MLlr) and Library scrviccs lunds is crroncous. noting that this has allbctcd thc

calculati<ln ()l-thc ad.iusttncnt lor rcvcnuc growth for thc currcnt financial ycar'

t) l;ur1hcr, that this rnislcading position is bcing hcld by both thc National 'l'rcasury

and thc Cornrnission on llcvcnuc Allocation and has lbr thc last 3 lrYs prcjudiccd

thc Countics cntitlctncnts to thcsc allocations. 'l'hcrcforc, thc Scnatc should

addrcss thc tnattcr with linality through thc institutions involvcd so that it docsn't

Ibaturc in thc subscqucnt l;Ys' vcrtical sharing oIl{cvcnuc'

I I I tt I I1sI
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g)'I.hcalltlcatiotlsttlthcnationalandcountygovcrnmcntsbcanrcndcdtoKsh.

2.500.7 7 0.690. tt5 7 and Ksh. 43 9, 500.000,000 rcspcctivcly'

h)'|.hatthcpro.jcctcdordinaryrcvcnucisscttogrowbylr5o/o(anabstllutcrcvcnuc

incrcrncnt ol'Ksh.376.9 billion) Iiom thc rcvcnuo that undcrpinncd rcvcnuc

sharing lor rhc l;Y 2023124 (Ksh.2571.2 billion). I Iowcvcr, out o1'thc Ksh'376'9

billion only Ksh.5.7 billion (5.6%) is bcing addcd to thc countics basclinc

all.cation ol'Ksh.3tt5.4 billion which thc Council dccmcd disproportionatc and

incquitablc.

i) 'l'hat thc co(i's proposal 0f Kshs.439.5 billion is lurthcr inlorrncd by thc

crncrgin_e additional non-discrcti0nary cxpcnditurcs for countics in thc liY

2024125 which includc-

i) 'l'hc lapsing ol'thc Mcdical lrquipmcnt Scrviccs (Mlis) Program -'l'hc last

allocation to thc Ml:S program amountcd to Ksh.5.85 billion, this bcing

thc maintcnancc and scrvicing costs. IIowcvcr, Countics nccd to acquirc

and install ncw tnachincs as wcll as takc up thc cost o1'MItl and C'l' Scan

machirrcscostsfiomthcncxtlinancialycarliomthcirownbudgcts.

ii)CountyAggrcgationandlndustriall)arks(CAIPs)isbcingimplcmcntcd

jointlybl,thcNationalan<lC.ountygovcrnmcntsona50:50rnatching

basis. Countics arc thcrclbrc rcquircd to allocatc Ksh.l 1.75 billion liorn

thcir budgcts lbr thc CAll's'

iii)'l'hc Courrrrunity Ilcalth Promotcrs (clll's) program as wcll, bcing

irnplcrncntcd on a rnatching basis of'50:50 bctwccn thc twtl lcvcls ol'

govcrntncnt also rcquircs an addilional contribution as stipcnds ofat lcast

Ksh. 3.234.930.000.00 in thc ncxt linancial ycar'

iv)'l'hc nc\v National Social Sccurity l;und will cost thc countics an

adclitionat Ksh.3 ll approximatcly'

v)'l.hcncrvStlcialllcalthlnsuranccl.undcontributions-thcncwAct

rcquircs Countics to pay lbr indigcnts rvho arc yct to bc dctcrmincd or

16 I

thcir actual nutnbcrs knorvn'

vi) Annual salarY incrctncnts.
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vii)ltcccntlytransfcrrcdl,ibraryandMuscumlunctionsonlylunds
lilr l)crsonncl Itmolumcnts wcrc transfcrrcd without thc dcvclopmcnt

budgct

viii)

arrcars

l'hc cost ol' implcmcnting thc doctors CIIA upon paymcnt ol

is cstirnatcd at Ksh.5.8 billion and nccds to bc factorcd'

j) In adjusring thc basc ol'cquitablc sharc lrom Ksh.385.4 billion to Ksh'374'49

biilion by dcducting IIML|, thc National Asscrnbly crrcd in law and in lact

thcrcbycrcatingalalscimprcssionthatCounticshavcbccncnjoyingprocccds

liom thc Iucl lcvy lund. I{MLI; bcing a lund collcctcd scparatc Iiorn ordinary

(sharablc)rcvcllucdocsnotlonnanitcmundcrl)ivisionoIl{cvcnuc.

2.3 Submissions by thc Commission on Revcnuc Allocation

12. cl{A appcarcd bclirrc thc comrnittcc and submittcd thc lbllowing-

a) 'l'hc county cquitablc sharc adjustmcnt as proposcd by thc National 'l'rcasury

has rcrnainccl lorv at Ksh. 15.4 billion in thc IY 2023124 and Ksh' 16'6

billion in l;Y 2024125 dcspitc signilicant growth in ordinary rcvcnucs during

thcsc trvo fit.rancial Ycars.

b) 'l'hc allocation to county govcmmcnts in I)ORI]., 2024 ol- Ksh.39l billion

translatcs to an absolutc incrcrncnt of Ksh. 16.6 billion liom thc adjustcd

cquitablc sharc ol'Ksh .374.5 billion, cquivalcnt to a 4.3 pcr ccnt growth in

sharcablc rcvcnuc lor thc l:Y 2024125 to thc county govcrnlncnts'

c) 'l'hc alkrcation to thc national govcrnmcnt ol'Ksh. 2.549'13 billion lbr IrY

2024125 liour an allocation ol' Ksh. 2,171.43 in ltY 2023/24 prcscnts an

incrcasc ol-Ksh 371.7 billion, translating to a growth to national govcrntncnl

cquitablc sharc ol' 17' I Pcrccnt'

<I),l.hcCtltntnissioniscognizantofothcrcornpctingintcrcstsol.thcnational

g0vcrnlncntsuchasdcbtscrviccobligationsandcontainmcntofthcfiscal

<lclicit. 'l'hcsc notwithstanding, it is ncccssary that both lcvcls ol

govcrnlncntsarcadcquatclylinanccdtocnsurcthatthcyarcablctopcrlbnn

thc lunctiolts allocatcd to thcm'
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c) 'l'hc national govcrnlncnt' as a mattcr of policy' has colnlncnccd

implcrncntation ol'thc following policics that rcquirc county govornlncnts to

sct asiclc ar.r cstirnatcd Ksh. 17.88 billion:

i) Aggrcgation and Industrial Parks (CAIPs) that is bcing irnplcmcntcd

.iointly by thc National and County govcrnmcnts on a 50:50 matching

basis. lrach county is rcquircd to sct asidc Ksh.250 million.'t'his

translatcs to rcsourcc rcquircmcnt ol'Ksh. I1.75 billion by county

govcrnlm cnts l

ii) 'l'hc Courrnunity I Icalth l)romotcrs (CI II's) is also bcing implcmcntcd

on a ntatching basis of 50:50 bctwccn thc two lcvcls ol govcrnmcnt.

With cach hcalth promolcr rcquircd lor cvcry 50 houscholds, county

govcrnmcnt rcquirc an additional Ksh. 3.2 billion for stipcnd; and

iii) 'l'hc I Iousing Lcvy dccluctions rcquircs govcrnlncnt to contributc onc

and hall'pcrccnt ol- cmploycc rcrnuncration to thc liund. (iivcn thc

aggrc_qatc county govcmmcnt rcmuncration of Ksh. 195 billion. this

translatcs to Ksh. 2.93 billion.

'['hc provision in I)OI{l}, 2024 of Ksh.l6.6 billion, as additionalallocations

to county govcrnlncnts as cquitablc sharc docs not covcr thc additional

rcsourccs rcquircd by county govcrnmcnts to implcrncnt national

govcrnrncnI initiatcd policics. It also docs not prclvidc lbr additional

rcsourccs

lunctions

g) 'l'hc Conrrnission in its l;Y 2024/25 rccommcndation on thc sharing ol'

rcvcnuc bctrvccn thc national and county govcrnmcnts rocommcndcd that

Ksh.2.552.09 billion and Ksh.39tt.l4 billion bc allocatcd to national

govcrnlncnt and county govcrnmcnts rcspcctivcly as cquitablc sharcs. A

lurthcr Ksh. ti.73 was rccolllncndcd lbr allocation to thc I:qualisation l'und'

'l'his rvas bascd on a rcvcnuc projcction ol'Ksh. 2,958.6 billion.

h) 'l'his rranslarcs to an additional allocation ol Ksh. Ksh. 22.54 billion liom

thc ad.iustcd cquitablc sharc allocation to county govcrnmcnts ol'Ksh' 375'6

billion.

r)

rccluircd by thc county govcrnlncnts lor cxpansion ol- dcvolvcd

I?c'r'enue llill. )(l l1
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i).I'hatthcproposalbythcCornmissionwasarcasonablcligurctocnablc

countygovcnrlncntsadcquatclylunclthcir|unctionsandollbrcomparablc

scrviccs. I)arliarrcnt should thcrcforc considcr and rcvisc thc I)oltl]

allocation t0 county govcmmcnts frorn Ksh. 391.1 billion to Ksh.398.14

billion.

.i) Schcdulc (s.4) ol-thc I)ivision ol' Itcvcnuc lrlll 2024 allocatcs Ksh' 7'87

billion to thc lrqualisation |und for thc IY 2024125 bascd on thc latcst

au<litcd approvcd acc()unts atnounting to Ksh. 1,573.4 billion Itlr IrY

2llgl2o. as pcr thc rccords of thc National 'l'rcasury. Ilowcvcr, thc last

auditcd rcvcnuc raiscd nationally, as approvcd by thc National Asscrnbly is

Ksh l.673 billion.

k) Althou-eh thc National 'l'rcasury has indicatcd that thcy havc raiscd thc issuc

ol'discrcpancy ol'Ksh. 100 billion with thc Olllcc of Auditor-(icncral and

has sincc rcspondcd to thc National 'l'rcasury rnodilying thc auditcd

rcvcnucs lirr thc l;Y 2)lgl2} to Ksh. 1,578 billion, thc National Asscrnbly

has not rnaclc a rcsolution on thc issuc to arncnd thc accounts lor lrinancial

ycar 2019120.

l) 'l'hcrclirrc. 
_eivcn that thc issuc has not bccn rcsolvcd. thc comrnission

proposcd that thc allocation to lrqualisation liund lbr lrY 2024125 bc Ksh'

{i.37 billiorr bcing 0.5 pcr ccnt ol'thc lasl auditcd and approvcd accounts of

Ksh. 1.673 bitlion lirr IY 2019120.

rn) Paragraph l0 and 32 ol'thc llill notcs that thc Auditor-Gcncral has sincc

nrodillccl thc auditcd rcvcnucs lbr thc liY 2019120 to Ksh.

1.57tt.035.418.993.',1'hc Ilill in Schc<lulc (S.4) for purposcs of Articlo 203

(2) and 204(l)uscs Ksh. 1,573,41ti million. In light olthc Auditor (lcncral's

modillcation ol'thc au<Iitcrl accounts to Ksh. I ,578,03 5,41 8,993, it would bc

prudcnt that thc llitl takcs notc of this changc lbr purposcs ol Articls 203 (2)

and 204( I ).

n) 'l'ablc 2. on thc list ol'thc national intcrcst itcms in accordancc with Articlc

203(|)(a)whiclrhavcbccntakcnintoconsidcrationincstimatingthc

division ol'rcvcnuc bctwccn thc national and county lcvcls of Govcrnmcnt,

t)it i.ti()tt t, l' llc't't'n uL' Bill )():J



thc Colnrnission rccotnrncndcd that thc national intcrcst itcrn on national

irrigation and I'cailizcr clcarancc bc cnhanccd to includc support lbr

livcstock and lish Production'

o) Convcrscly, thc national intcrcst itcfir should bc abolishcd altogcthcr sincc

it docs not providc an cquitablc considcration lbr all countics in thc division

ol'rcvcnuc.

p) In ',l'ablc 2. pg. li. thc l)ivision ol l{cvcnuc Bill2024 proposcs to rcducc thc

allocation to pcnsions. constitutional salarics and othcrs by a substantial

alnounlol.Kslr.2g.6.hncxplanationnccdstobcprovidcdlilrsuch

substantial rcduction.

q) 'l'hcrc's nccd lor corrcction in 'l'ablc 2 ol thc Ilill on itcm li capturcd thc

county cquitablc sharc in thc IrY 2023/24 as Ksh. 3t10.645 million rathcr

than Ksh. 385.425 rnillion.

2.4 Submissions by thc lnstitute of Economic Affairs

13.'l'hc Institulc ol'l'.conolnic Allairs submittcd thc lollowing;

a) 'l'rcncls on county govcrnmcnt llquitablc sharc as a pcrccntagc o[ total

sharcablc rcvcnttc has hccn dcclining ovcr thc lasl scvcn ycars contrastcd by

that lbr thc national govcrnlncnt rcvcnuc which has bccn incrcasing. Ilctwccn

2017 t<t2023.]hc avcragc proportion of county govcrnlncnt cquitablc sharc

to total sharcablc rcvcnuc is 11 .9%o. tJsing this ratio and bascd on actual

orcJinary rcvcnuc Ibr lrY 2023/24, thc Institutc's proposcd allocation to

county govcrrlulcltts cquitablc sharc translatcs to about Ksh. 460 billion.

b) Sincc 2013. it is not clcar what constitutcs national intcrcst as onc ol-thc itctns

Ibr cvaluarion ol'thc lx)RI] as pcr Articlc 203(l). Lack ol'prcdictability and

clarity on thc dcljnition ol'national intcrcst is subjcct to abusc. I;or instancc,

.iustilication I0r acldition ol'an itcrn such as Prcsidcntial llursary undcr

National Social Sal'cty Nct is rnissing. A clcarcr dctinition should bc providcd

to climinatc thc arnbiguousncss in thc dcllnition olnational intcrcst'

c) ltcvicrv ol' thc lx)ltl], 2024 rcvcals a numbcr ol' inconsistcncics and

discrcpancics that rnakc it dilllcult to intcracl and intcrprct solnc o1' thc

201 I)iti.titttt ol I?L't'(tluc' Ilill. )(l)l



contcnts ol'thc Ilill. liirst. thc auditcd ancl approvcd rcvcnucs lbr l;Y 2019120

uscd in l)oltll. 2023, is highcr cotnparcd to thc figurc for lf Y 2020121 uscd

in thc l)oltll. 2024. '.l'hc cxplanation providcd is that thcrc was an

ovcrstatcrncnt ol'Ksh 100 billion which has sincc bccn adiustcd to Ksh

1.57tt.0 billion (including nMISON (irant of Ksh 4.6 billion)' 'l'his arnount

is still highcr than thc Ksh 1,570.6 figurc lbr l;Y 2O2Ol2l. Past trcnd shows

that rcvcpucs incrcasc cvcry ycar and thcrclbrc thc dcclinc raiscs qucstion as

to rvhcthcr thc corrcct ligurcs havc bccn providcd'

d)'l'hcrc arc dilll.rcnccs in thc quantuln for I{oad Maintcnancc Lcvy l;und

(l{Mllr) which has bccn clcductcd liom last ycars' cquitablc sharc. 'l'hc

'l rcasury dcdLrctccl Ksh.10.9 billion whilc CI{A dcductcd Ksh 9.8 billion' thus

no claritl' on thc ctlrrcct figurc lbr thc I(MLlr'

c) 'l'hc National 'l rcasury should cnsurc unifonnity in thc statcmcnt ol'rcvcnucs

sincc autlitcd rcvcnuss ltrnns thc basis of asscssing cornpliancc with nrticlc

203(2)and (3) ol'thc Constitution which providcs that thc govcrnmcnt should

allocatc at lcast l5 pcrccnt ol' rcvcnucs raiscd nationally to ctluntics as

cquitablc sharc. bascd on thc most rcccnt auditcd rcvcnucs approvcd by thc

National assclnhlY.

1) 'l'hc National Asscflrbly should cxpcditc thc rcvicw and approval proccss ol'

thc OA(] rcports sincc dclays lcavc thc National 'l'rcasury no choicc but ttl

usc datcd ligr-rrcs lirr thc auditcd anri approvcd rcvcnuc in asscssmcnt ol-

rvhcthcr thcy havc complicd with n fliclc 203(2) and (3)'

g)'l'hcrc arc dillcrcnccs in approachcs in computalion and classillcation o1'

rcvcnuc by thc National 'l'rcasury and thc cl{A. 'l'rcasury has applicd rcvcnuc

growth ratc ol'1.5 pcrccnt which translatcs to Ksh. 16.6 billion incrcasc in

thccquitablcslrarct<rcountics.CltAonthcothcrhand,hasapplicda3.3

pcrccnt _erotvth ratc to thc cquitablc sharc which translatcs to Ksh. 22.5

billion. 'l'hc dil'lcrcnccs which stcm lroln thc dillbrcnt approachcs uscd in thc

cornputatior.r ol'cquitablc sharc has bccn witncsscd ovcr thc ycars and hcncc,

nccds to bc addrcsscd and thc Iigurcs harrnonizcd in acctlrdancc with thc

Constilution.
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h) 'l'hc public dcbt burdcn has riscn significantly ovcr thc past l'cw ycars but thc

rcdistribution ol'thc tlcbt burdcn has not bccn donc in an cquitablc rnanncr'

Countics havc bccn Icli to bcar thc dcbt burdcn by not rccciving thcir I'air

sharc ol- incrcascd rcvcnucs. I)cbt rcpayrncnt forms part ol'thc mandatory

paylncnts rnadc by thc govcrnrncnt. 'l'hcrcforc, incrcasc in public dcbt stock

and its rclatcd costs has rcduccd total sharablc rcvcnuc rvhich has lurthcr

rcduccd rcvctluc allocation to countics. '['hc National Asscrnbly should

providc adcquatc ovcrsight to cnsurc that public dcbt docs not risc bcyond

availablc to countics lorsustainablc lcvcls and that morc rcvcnuc ls

dcvcloptrlcnt and provision tll' scrviccs'

2.5 Submissions by Katiba Institute

14. Katiba Institutc nladc thc lbllowing submissions;

a) 'l'hc Ilill lalls short oI cornplying with provisions ol thc constitution

including thosc- outlining thc critcria lbr cquitablc sharing ol'rcvcnuc with

particular attcntion to how it has bccn intcrprctcd by thc IIigh Court in

Council q['(,'ount1, Governors v Attorney General & 4 others: Controller of

Budget (lnterestecl I'}arty) l2O2Ol cKLI{, largcly bascd on a court-lcd

conscnsus bctrvccn thc national and county govcmmcnts; cstablishing

dcvolution as a national valuc ancl principlc ol- govcmancc and undcrscoring

thc distinctivcncss ol'thc county lcvcl ol govcmmcnt and thc nccd to rcspcct

thc lunctional intcgrity olcountics as wcll as thosc dctailing thc principlcs ol

public Iinancc.

b) LJndcr scction 2 on thc dcllnition ol "l{cvcnuc", thc Ilill should adopt a

dcllnition that allorvs lbr thc national govcrnmcnt to account lbr all rcvcnuc

it raiscs. whilc thc constitution docs not cnvisagc a situation whcrc sotnc

sourccs ol'national rcvcnuc arc gcncrally cxcludcd liom thc rcvcnuc that is

thc sub.icct ol'cquitablc division bctwccn thc two lcvcls o[ govcrnmcnt, thc

dcfinition unclcr scction 2 ol'thc llill cxcludcs rcvcnuc drawn liom chargcs

lbr national govcrnlncnt scrviccs undcr articlc 209(4) lrom constituting
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nationally raiscd rcvcnuc that should thcn bccomc thc subjcct of vcrtical

division.

c) 'l'hc llnancial ycar quotcd (2020121) is dilfcrcnt from that citcd undcr

paragraph l0 ol'thc l:xplanatory Mcmorandum (201912020)' l;urthcr' thc

total rcvcnuc lirr thc rclcvant ycat (2020121 ) is quotcd in thc schcdulc as

Kshs. I .510.562.945,014 whilc thc total rcvcnuc for thc l:Y 2019120 is citcd

as Kshs. 1.571i.035.418,993. 'fhis crcatcs a discrcpanoy amounting to Kshs.

7.412,473,g79. 'l'his nccds to bc strcamlincd to rcllcct thc corrcct ycar as wcll

as thc accuratc total rcvcnuc for thc ycar.

d) 'l'hat in thc intcrcst ol'dcvolution and its sustainability, thc Scnatc nccds to

scriously invcstigatc thc causc undcrlying thc thrcc-ycar lag in thc "rnost

rcccnt and approvcd accounts". whcrc thc dclay is occasioncd by thc

Auditor-(icncral. thc Scnatc should dclibcratc how to improvc cllicicncy in

thc audit proccss. It thc dclay cmanatcs from thc National Asscmbly's

approval proccss. thc Scnatc nccds to cngagc thc National Asscrnbly on how

thc proccss catt bc l'ast-trackcd.

c) on paragraph 8 as rcad with paragraph 9(a) as wcll as thc contcnts ol

paragraph 2tt(b) ol' thc I:xplanatory Mcmorandum. thc growth or

pcrlorlr.rancc ol' rcvcnuc rcfcrrcd to is not discloscd nor is thc incrcasc ol'

Kshs.l6.6 billion that accrucs to countics as a rcsult ol- thc said growth

cxplaincd with rcspcct to how it was scttlcd as a proportion ol'thc total

grorvth. 'l'hcrc is also lailurc by thc llill to lully account lbr thc dill'crcncc

bctwccn thc CI{A's rccommcnded incrcasc ol Kshs. 22'5 billion undcr

paragraph 2lt(b) against thc Kshs. 16.6 billion rccommcndcd in thc Ilill.'l'hc

llill nccds to indisatc thc total rcvcnuc growth rcgistcrcd as woll as thc basis

I()r ad.justmcnt that rcsults in a Kshs. 16.6 billion incrcasc rathcr than CI{A's

Kshs. 22.5 billion in ordcr to providc thc Scnatc with an objcctivc basis lbr

dcciding bctrvccn thcsc two proposals'

I) 'l'hc approach to thc vcrtical division ol rcvcnuc rcvcalcd in 'l'ablc 2 ol'thc

lrxplanatory Mcrnorandurn ollbnds thc constitutional provision lbr thc

critcria undcr articlc 203(l) and its application as intcrprctcd by thc court in
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CounciltlfCtlunty(iovernorsvsAtlorneyGeneral&4others,.Controllerof

Ilttdget (lnterested lrarty).'l'hc approach to vcrtical division nccds to bc

rcviscd to cnsurc compliancc with inliingcd provisions ol'thc constitution as

claboratcd by thc I Iigh Court.

g) llascd on historical trcnds as wcll as thc position clicitcd undcr thc Iludgct

Policy Stalcrrcnt (pagc 80). thc Iunds allocatcd to cxpcnditurc itcms prior tcr

thc vcrtical rcvcnuc split (prior to thc dctcrmination of what thcn amounts to

sharcablc rcvcnuc) bccorncs thc prcscrvc ol'thc national govcrnmcnt' 'l'hc

fact that thc cxpcnditurc itcms dctailcd undcr "National Intcrcst" in both

'l'ablc 2 and paragraph l3 includc functions that arc constitutionally county

govcrnntcnl lirnctions such as irrigation and fc(ilizcr subsidy initiativcs

rcndcrs thc all<lcations unconstitutional to thc cxtcnt that thc funds arc to bc

administcrcd b-v- tlrc national govcrnmcnt'

h) It also oll'cnds thc cou(-lcd conscnsus bctwccn thc two lcvcls of govcrnmcnt

as containcd in thc 2n'r Mcdiation Itcport filcd in court in Council of Counly

(ioverrutrs v tltlornel, General & 4 olhers; Controller of Budget (lnlerested

Irarty) rvhcrc it was agrccd and thc Court cndorscd thc position at para l0l

to thc cll'cct ll"rirt'. where a function has been earmarked as one being o/'

nalional inlere";l an allocation for lhe same ought lo be allocaled lo

governmenl level thal has been assigned lhe function under the fourth

schedule.

i) Itcrn (C) ol.'l ablc 2 makcs rclbrcncc to an cxpcnditurc titlcd "lrarmarkcd

Stratcgic Intcrvcntions". Whilc it is not clcar lrom thc rcading ol'thc I]illwhat

thcsc rclcr to and how dillbrcnt lhcsc arc frorn thosc listcd undcr "National

Intcrcst". a rcatling ol thc lludgct Policy Statcmcnt rcvcals a broad list ol'

proposcd intcrvcntions that span across functions that includc and ovcrlap

with countY lirrlctions'

.i) 'l'hc Scnatc ncccls to rnakc rccornmcndations lbr thc rcvision ol'both thc Ilill

as rvcll as thc all'cctcd provisions of thc law to not only cnsurc thc cquily ol'

lhc vcrtical rcvcrluc split but cvcn rlorc importantly to cnsurc constitutional
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complianccinthcvcrl"icaldivisionofrcvcnucthatwillguarantccthc

sustainablc Iunding ol' dcvolvcd govcrnlncnts'

k) Whilc thc llill cornplics with thc constitutional irnpcrativc to cnsurc that not

lcss than l57o ol'rcvcnuc raisccl nationally is annually allocatcd to countics,

this compliancc is rnarginal and is contributcd to by an apparcnt lag in having

morc rcccnt auclitcd and approvcd rcvcnuc accounts'

l) 'l.hc conscqucncc is that whilc annual national govcrnmcnt cxpcnditurcs arc

bascd on thc pro.icctcd rcvcnucs for that ycar, thc sharc that countics gct is

calculatcd as a pcrccntagc oIrcvcnuc liorn. at lcast, thrcc llnancial ycars ago'

Whilc this llncls constitutional lboting. thc nct cll-cct is that in rcal tcrms

countics arc unclcrlundcd givcn that about half (lbr instancc. abrtut 46.1%o in

lhc 2024125 linancial ycar) of currcnt anticipatcd rcvcnuc rcccipts arc not

lactorccl in arriving at thc pcrccntagc ol'rcvcnuc thal is annual allocatcd to

countics.

rn) A cornbinarion ol'politicalgoodwill and liaising with thc NationalAsscrnbly

to last track thc approval olauditcd accounts is. thcrclbrc, nccdcd to cnsurc

substantivc cquity in thc linancing of countics lrom rcvcnuc raiscd nationally'

2.6 Submissions by thc Lakc Region Budgct Hub

15.'l'hc Lakc l{cgion I}udgct I Iub submittcd thc following;

a) tJndcr clausc 4 on thc allocations lbr thc National (iovcrntncnt and thc county

govcrnrncnts. thc Ilill should inclu<Jc thc dctails on all thc conditional

allocations liorn thc national govcrnmcnt and donors. 'l'hc inlbnnation on all

thc conditional grants arc irnportant lbr thc countics to cfl'cctivcly plan thcir

budgcts during thc prcparation ol'thc CIrSI's and thc budgct cstitnatcs' It is

irnportant ltrr countics to align thcir budgcts with thc l)ivision ol Rcvcnuc

Ilill and thc Cottnty Allocation ol'Itcvcnuc Ilills'

b) 'l'hc Division 0l' I{cvcnuc Blll, 2024 docs not prcscnt thc trcnd in actual

allocations acrilss uultiplc ycars. 'l'hc allocation inlormatirln providcd is only

lbr onc llnancial ycar, that is,l;Y 2024125. 'l'hc llill should prcscnt a tablc ol

trcnds allocations to thc various lypcs ol'allocation for thc last two prcvious
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Ilnancial ycars. 'l his inlbrrnation is kcy in infonning thc growth in rcvcnuc

to countics ancl thc trcnds in rcgards to thc pcrccntagc sharc against thc total

sharablc rcvcnuc. Whcrc trcncl allocation inlormation is missing, thc division

ol'rcvcnuc Iails thc tcst oIgiving thc clocumcnt uscrs an opportunity to rcvicw

whcthcr thc rcvcnuc sharing mcchanism towards countics is growing or

dwindling.

c) 'l.hc sharablc rcvcnuc tnust rcflcct thc most rcccnt rcvcnuc status bascd on

thc nrost rcccnt colnplctc financial ycar. 'l'hc usc ol- thc |Y 2020121 as thc

basis ol'sharing rcvcnuc do not only rcflcct thc actual rcvcnuc status' but also

dcnics countics thc rnuch nccdcd rcvcnucs to cfl'cctivcly irnplcmcnt its

proiccts. 'l'hc Lakc Ilcgion lludgct I lub thcrcforc proposcd that-

i) 'l hc auditing cntitics to fast track its rolc in cnsuring that rcvcnucs

arc aLrditcd pcriodically without dclays'

ii) Sharablc rcvcnuc to rcflcct thc actual latcst rcvcnue ol'thc most

rcccntll' complctcd l-rnancial ycar'

d)'l'hc llill lacks dctailcd justiljcation lor thc proposcd allocations to thc

National and County (iovcrnmcnts. Whilc it outlincs thc allocations, it docs

not sullicicntll,cxplain thc basis lor thcsc allocations, making it challcnging

to asscss thcir adcquacy and lairncss.'l'hcrc is nccd lbr a dctailcdjustification

ol-thc proposcd allocations to cnhancc transparcncy and accountability in thc

allocation proccss.

2.7 Subnrissions by thc Institutc of certified I'ublic Accountants of Kcnya

16. ICI'AK madc thc lirllorving subrnissions;

a) Ilascd on pro.lccrcd rcvcnue growth ol14.60/oinl:Y 2024125, thc proposcd

cquitablc sharc incrcascd by Kshs.5.7 billion 1o Kshs. 39l.l17 billion"l'hc

ability ol'thc county govcrnrncnts to fulfil thcir functions as outlincd in thc

|ourth Schcdulc ol'thc Constitution is solcly dcpcndcnt on adcquatc funding

an<l cornpliancc with Articlc 219 ol thc constitution dcmanding that thc

cquitablc sharc bc translcrrcd without unduc dclay and without dcduction'
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b) 'l'har bascd on rhc last auditcd accounts lbr 2020121 (1"570,562,945'014), thc

allocation ol'sharablc rcvcnuc to countics of Ksh.391.l billion shillings is

about 24.90%o ancl thcrclbrc mccts thc prcscription of A(iclc 203 of thc

Constitution. which proviclcs that allocation to countics shall not bc lcss than

l5% ol'all rcvctlucs collcctcd by Govcrnmcnt'

c) Ilorvcvcr. thc Inslitutc notcd that thc nominal amounts ol'cquitablc sharc

havc bccn rising yct thc cquitablc sharc as a pcrccntagc ofthc total sharcablc

rcvcnuc has bccn dcclining ovcr thc ycars. 'l'his should bc in tandcrn with thc

prcvailing ccontttnic circurnstanccs in Kcnya'

d) 'l'hc Institutc proposcd thc adoption of thc Standing Cornmittcc on liinancc

I{cports rccornrncndations on thc I)ivision ol l{cvcnuc which proposcd that

county cquitablc sharc to bc incrcascd at a growth lactor ol'at lcast [1.4% to

catcr lirr thc incrcasc<I cost of commoditics, incrcascd cxpcnditurc growth

and incrcascd lcvics such as Aflilrdablc Ilousing Lcvy, Social Ilcalth

Insurancc liuncl. NSSIr alnong othcrs'

c) According to thc Controllcr ol' lludgct Ilcports, countics incurrcd

Kshs.l95.09 billion on pcrsonncl cmolumcnts accounting lbr 45.5% o1'thc

budgct in thc I;Y 2022123. Countics bcing crnploycrs, thcy arc rcquircd to

contributc an cqual pcrccntagc to that of cmployccs to Ilousing Lcvy and

SI III;.

l) 'l'hc incrcrncnt ol'Kshs. 5.7 billion is just 1.48% which is way bclow thc

proposcd growth lirctor ol'8.4%. If thc rccornrncndation was to bc adoptcd,

countics woulcl rcccivc Kshs. 34 billion which would push thc ligurc o1'

sharablc rcvcrluc t0 Kshs.419 billion in licu ol'Kshs 391.1 billion.

g) 'l'hc lludgct l,olicy Statcncnt 2024 indicatcs that thc projcctcd county

govcrnlncnt sharablc rcvcnuc has incrcascd by 5.7 billion liom Kshs.385.4

billion in 2023 ro Kshs. 3g1.ll7 billion in 2024. Ilowcvcr, in tcrtns ol'

pcrccntagc ol'count1, govcrnmcnt to thc total sharablc rcvcnuc, thcrc has bccn

adcclinclitlrttl4.go/oin2023t<l13.2%oin2024.|:orthcNational
(iovcrnrncnt, thc allocation pcrccntagc to total sharablc allocation has

incrsascd l-ron't16.97Yoin2023 to86.4%oin2024. 'l'his dcmonstratcs that thc
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National (iovcrntncnt rctains a highcr sharc olfiscal rcsourccs cvcn in scctors

whcrc lunctions havc bccn dcvolvcd.'l'hc National 'l'rcasury should considcr

inl'lation ratcs as opposcd to rcvcnuc growth ratcs to inlonn thc division ol'

rcvcnuc.

h) considcr rnorc allocation to critical lunctions such as hcalth and agriculturc

in tandcrn with thc Abuja I)cclaration of l5oh an<l Maputo Dcclaration ol'

l0% ol-thc national budgct rcspcctivcly'

i) 'l'hc ordinary rcvcnucs havc dcmonstratcd a stcady growth pcrformancc'

whichis an inclicator of a bcttcr pcrlbrrning cconolny. IIowcvcr. thc

allocation to thc crluntics which havc thc most Iunctions rclnains inadcquatc'

j) Ilorvcvcr. ICIT^K notcd that cvcn as thc stakcholdcrs hcightcn calls for

incrcascd allocation ol'sharablc rcvcnuc to countics, thcrc cxists challcngcs

that rnust bc addrcsscd to achicvc thc dcsircd fiscal pcrlbrmancc in thc

countics. Sourc ol'thcsc challcngcs as citcd by thc Multi-Agcncy 'l'asklbrcc

cstabtishcd it'rl;Y 2022123 includcd thc following;

i) Wcak linkagc bctwccn planning and budgct lorrnulation'

ii) lnability ()l'county govcmmcnts to adhcrc to thc Public Procurcmcnt

anclAssctl)isposalActrcsultinginhighoutstandingpcndingbills.

iii) Lorv do'cloprncnt budgct absorption.

iv) LJndcr-pcrlirrtnancc in own-sourcc rcvcnuc'

v) l;ailurc to usc thc prcscribcd linancial systcms (such as IIMIS, IPPI)

alnong othcrs)

vi) Non-aclhcrclrcc to Iiscal rcsponsibility principlcs'

vii) I'illcragc ol-public rcsourccs duc to manual systcrns'

viii) Inaclcquatc undcrstanding ol- thc officc of thc controllcr ol'

Iludgct's rolc in approval ofcounty rcquisitions'

ix) IIigh u'agc bill. wcakncsscs in human rcsourcc managcmcnt' wcak

ovcrsight by county Asscmbly and a wcakcncd intcrnal audit lunction

alnong, othcrs.

k) ,l.hc ,l.asklilrcc proposcd thc lbllowing rccommcndations to curc thc

problcms citccl abovc:
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i) I{cvicw ot'thc cxisting policy' lcgal and rcgulatory cnvironmcnt to

guidc Planning:

ii) Strcngthcning county structurcs and institutions;

iii) Adhcring to cxisting provisions of policics' lcgislations' rcgulations'

and guidclincs guiding cconomic planning' public linancc managcmcnt

an<l cxPcnditurc control; and

iv) Continuous capacity building ol County (iovcrnmcnt stalT among

otl.rcrs '

l) In thc l)oltl\ 2024, thc cstimatcs of ordinary rcvcnuc vs actual rcvcnuc

dcmonstratc that ordinary rcvcnuc collcctcd ovcr thc ycars has bccn bclow

targct cxccpt tor lrY 2O2ll22whcn thc targct was surpasscd' Scvcral lactors

contributc to thc undcrpcrlbnnancc ol'rcvcnuc' 'l'hc Auditor-Gcncral has

tlocutncntcd trnrcalistic lbrccast and rcvcnuc lcakagcs as solrlc of thc

challcngcs'

rn)'l'hc lircus ol' thc govcrntncnt through lllIfA includcs agriculturc

productivity. MSMlrs. housing and scttlcmcnt' hcalthcarc' digital

supcrhighway and crcativc cconomy' 'l'hcsc arc cithcr county functions or

ctlncurrcntluncti<lrrs.Itisthcrclorcilnptrrtanttoadcquatclyfinanccboth

lcvcls ol'govcrlllllcl.lt if thc abovc prioritics arc ttl bc rcali't'cd

n)ICI,AKnotccltl-ratthclastauditcdaccountsot2020l2lmightnotbcatruc

rcflcctionol.thctotalnationalgovcrnmcntcollcction..I.hcrcisnccdto

cxpcditc thc approval ol'auditcd accounts to givc a clcar rcl'lcction ol thc total

o)

govcrntncnt'scollcction.,l.hiswillincrcascthcallocationtothccounticstn

tandctn rvith thc prcvailing cconomic circumstanccs in Kcnya'

I)cbt scrvicing is crowding out rcvcnuc allocation to countics for adcquatc

dcvclclptncnt. l)cbt has bccn consistcntly incrcasing as a pcrccntagc olGI)l''

'l'hat undcr thc schcdulc (s'4) on pagc 393' County cquitablc sharc oIKshs'

391.116.7tt8.147 is cquivalcnt to 24'90%o of l;Y 2O2Ol2O2l auditcd and

approvc<l rcvcrltrc ol'Ksh 1,570'562'945'Ol4' Ilowcvcr' undcr thc

cxplanattrry tt.tctnoran<Ium to thc l)ivision of ltcvcnuc ll.tll 2024' Numbcr l0

pagc 397. it statcs that County l'lquitablc sharc o[ Ksh' 391'l billion is
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cquivalcntttl24.90.'hol.actualrcvcnucraiscdnationallyofKshl'573'418

rnillionol'lrY2()19/2020whichismislcading.II.thc]l;Y2o|912020raiscd

rcvcnuc wcrc to bc ttscd, cquitablc sharc would bc Ksh' 391'8 billion and not

Ksh. 391 ' I billion. l hcrc is thcrclbrc nccd fbr rcconciliation'

q) 'l'hcrc is a proposcd allocation ol'Ksh'7'852 '814'725 
which rcprcscnts 0'5%o

of all thc rcvclluc collcctcd by thc national govcrnmcnt' 'l'his rnoncy is

supposcd to bc rcrrittcd to thc liqualization liund' I lowcvcr' from thc rcport

ol-thc Au6itur-(icncral for national govcrnlncnl l-unds lor thc ycar cndcd 3Oth

Junc202l.onl1'Ksh'12'400'000'000outo1'Ksh'30'786'056'05lhadbccn

transt'crrc<ltothcl:qualizationliundandthcrcforccastingdoubtswhcthcrthc

lundisachio'ingitsintcnclcdobjcctivc"l'hcgovcrnrncntshouldgivcan

undcrtaking otr horv to rctnit thcsc monics and account lbr thc unrcmittcd

()11cs

r)

s)

I)ispariticsinthcbcrrcllciaryctlunticswillcontinuctowidcnil.thcydonot

gct thcsc tnonics as cnvisagcd by thc Constitution in Articlc 204(l)'

Inconsistcncics and discrcpancics in thc Itoad Maintcnancc and Iucl Lcvy-

It is notcd that l{oad Maintcnancc Lcvy lrund is no longcr part o[thc County

IlquitablcSharc.Accordingtothcl)oll.I}2()24'lhisrvillnowbcdisburscdas

conditionalgrallts.lnitially.RMl,llwasanunconditionalllndthatcnablcd

countics to havc autonolny to plan, budgct and implcmcnt clcvcloprncnt bascd

on thc county-spccilic prioritics and nccds' Making it a conclitional grant will

rcstrict countics in thc budgct rnaking proccss and might cnd up

irnplcrncnting rvhitc clcphant projccts that arc not priority'

t) Itcvcrt to thc original practicc and makc ITMLI; an cquitablc sharc to grant

countics thc autonorny to plan ancl implcmcnt projccts that arc of high priority

to thcu.

2.8 Submissions by thc Youth Scnate Kcnya

17.'l'hc Youth Scnatc Kcnl a subrnittcd as follows;

a).l.hatintcrprctationol...l]armarkcdstratcgicintcrvcntions.'bcincludcd.A

clcarintcrprctati<lnol-carrnarkcdstratcgicintcrvcntionsandthcbcnclltsthat
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such intcrvcntions will accruc to womcn. youth and PLWI)s in Kcnya will

assist in ovcrsight to cnsurc compliancc with Articlc 203 ( I ) (h) that rcquircs

..thc ncc<J lbr allirntativc action in rcspcct ol'disadvantagcd arcas and groups"

as part ol-1hc critcria lbr dctcrmining cquitablc sharcs'

b) LJndcr cquitablc sharing of rcvcnuc, a spccilicd timc lramc oldisburscmcnt

ol'lunds to thc countics to bc includcd. 'l'his will cnhancc cquity in linc with

marginalization and vulncrability, and adcquatc pcriod ol projcct

irnplcrncntation by ctlunty govcrnmcnts'

c) 't'hat. thcrc is nccd fbr a clcar dcllnition and articulation of thc sourcc,

objcctivc ancl courponcnts of thc AMISON lund to casc ovcrsight ol'thc

salnc.

d) A tcchnical rvorking group should bc cstablishcd to assist in thc rcvicw ofthc

Auditor-(icncral's rcport in rcgards to thc Amison lrund to cnhancc

transparcncy and accountability.

c) On thc allocations to national and county govcrnmcnts undcr clausc 4'

arncndrncnt ol'Articlc 203 (2) olthc Constitution which says l5% olthc most

rcccnt auditcd account of rcvcnuc should bc includcd to cnhancc thc

implcmcntation ol'thc P|M Act and adhcrcncc to thc stipulatcd disburscrncnt

tirn c lincs.

l) Ljndcr clausc 5 on thc tncchanisms lbr adiusting for variations in rcvcnuc'

includc thc lirl lowing-

i) tracking ancl digitizing county rcvcnuc collcction strcams to cnsurc that

county govcrnrncnts arc ablc to grow thcir own sourcc rcvcnuc and hit

thcir potcntiitl rcvcnuc targcts;

ii) strict rcpcrcussions on countics and dcpartmcnts that spcnd at sourcc-

to scal ltlopholcs ol'corruption and rnisapproprialion of lunds'

iii) crnploy currcnt auditcd rcvcnuc accounts in dctcnnination olallocation

to both national and county govcrnmcnts .'|hc 202412025 allocation is

bascd on ll-tc 202012021 approvcd and auditcd rcvcnuc accounts. In

vicwof'tlrcchangingtirncs.itiscriticalthatwcusccurrcntdalato

in lilrrn allocatitln.
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g)'locnhancctlrcaccuracyanrlrclcvancco[llnancialallocationstocounty

govcrnmcnts.itiscrucialtocxpcditcthcauditingproccssbythcOfllccof

thc Auditor-(icr.rcral to cnsurc that thc most rcccnt auditcd accounts arc

rcadilyavailablcfbr<lctcrminingcquitablccountysharcs.Additionally,

thcrc.snccdlilrlcgislativcchangcsoradministrativcrclbrnrsthatmandatc

thcuscol.auclitcdrcvcnucdatalromnofflorcthantwofiscalycarsprior.

h) 'l'ablc 2 includc thc following-

i)WtltnctrllrnporvcrtncntundcrthcdcscriptionolitcmsinscctionAof
'l'ablc 2 ar.rd allocatc appropriatc monics- thc addition of womcn

clrlpowcrlncnt and allocation ol'appropriatc monics is in compliancc

rvitlrArticlc203(l)(h)thatrcquircs..thcnccdlorimplcmcntationand

n-ronittlritrgol'alllrrnativcactionlundinrcspcctofdisadvantagcdarcas

andgroups..aSpartofthccritcriafordctcrminingcquitablcsharcs.

l;urthcr.itisinlincwiththclJottom-upliconomic.I.ranslbrrnativc

Agcncla (lll,'l'n ) ol'thc Govcrnmcnt'

ii)Allocatclrt<lnicslbrthcstratcgicgrainrcscrvctopromotcfoodsccurity

andrnitigatcclirnatcchangcimpact..I.hcstratcgicgrainrcscrvc

providcs a sal-cty nct lbr thc country in ctncrgcncy cascs'

i)I.Jndcrparagraphl5onothcrnationalobligations.includcaclcararticulation

ol' thc cotnpoltcnts and allocations that cornprisc carrnarkcd stratcgic

intcrvcntions.Aclcararticulationofthccomponcntsandallocationsthat

conrprisccarnlarkcdstratcgicintcrvcntionscnhanccscomplianccwith

Articlc 20 I ol'thc constitution (20 l0) that statcs "there shall be openness

a nd a c' c' rttt tt l rr b i l i t t', i nc ltrd ing pub l ic par l ic ipa t ion in fi na nc i a l ma tt e r s'"'

j) Paragraph 23 0n lrqualizati()n liund, dcccntralization oIunits olidcntilication

olrnarginalizcdcounticstoincludcnotonlycounticsbutadministrativcunits

within countics not idcntiljcd as marginalizcd to capturc rcgional disparitics

vc(ically as u'cll as horizontally across sub countics and wards'

k) llquitablc sharc to county govcmlncnts ought ttl bc incrcascd in thc |Y

2024l25,lirl1*ving thc inllation and cost of living adjustmcnts brought about
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byoscitlatinggltlballuclpriccs,war,andlbrcigncxchangcratclluctuations

that havc al'tcctcd Kcnya in thc IrY 2023124'

l),l.hat.goinglilrlvard.thcNational.l.rcasuryshouldprovidcinlbrmationon

actualrcvclltlcrccciptsanclprojcctionslbrthccomingycars.'l.his

inlbrrnation is dccmcd irnportant cspccially in cxplaining thc changc in

allocatitln arlcl htlrv <Jccisions havc bccn arrivcd at'

rn) In thc prcvious ycars, thcrc havc bccn difl.crcnccs in CIIA and National

'l'rcasury rccotnlrcn<Jations as far as cquitablc sharc is conccrncd' '['hcrc is

nccd lbr lurthcr claboratc cxplanations on thc dcviations and how to rnitigatc

thc samc in ordcr to avoid division of rcvcnuc stalcmatc which was witncsscd

in thc lrY 201()120 which almost lcft scrviccs in thc countics cripplcd'

2.9 Submissions by County Assembly Forum

I8. Cn lr submittccl thc lirllorving:

(icncral Co lnlt)cllts

a)

b)

c)

,l.hctrcnd<ll.risingnorninalamountsofcquitablcsharc,juxtaposcdwitha

dcclining pcrccntagc ol'total sharablc rcvcnuc ovcr thc ycars' raiscs conccrn

about thc adcquacy ol'lunding lbr County (iovcrntncnts' '['o cnsurc parity and

maintaincll.cctivcscrviccdclivcry,thcallocationtoCounty(iovcrnmcnt

lrquitablc Sharc shoultl bc approximatcly Kshs' 460 billion'

'l'hc issuc <ll'dcbt scrvicing crowding out rcvcnuc to countics undcrscorcs thc

nccd klr rigtlrous ovcrsight by thc Scnatc ovcr public dcbt managcmcnt'

l;ailurc to acldrcss this could signilicantly impacl thc ability ol'countics to

lulllll thcir tnandatcs and dclivcr csscntial scrviccs to citizcns'

I)iscrcpancics in thc county cquitablc sharc as a pcrccntagc ol'auditcd

rcvcnuc bctrvccn dillcrcnt ycars. as wcll as clillcrcnccs bctwccn thc figurcs

dc<Iucrccl hy rlrc 'lrcasury and thc cl{A. highlight inconsistcncics that nccd

urgcntattcrrtion.Clarityan<lconsistcncyinthcscallocationsarccrucialfor

cfl'cctivc planning and budgcting at thc county lcvcl'

'l'hc dcduction ol'llMLlr [iorn last ycar's liquitablc Sharc, with variations

bctwccn clccluctions rnadc by thc National 'l'rcasury and thc cl{A, rcquircs

, '); )\i ti .)/ /''. r.'lli" l; tll :il 'l
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transparclltandacc()untablchan<lling..l.hcconditionalallocationol.thcsc

lundstocoutrticsliomllY2o24l25shouldbcmanagedwithclarityand

l'airncss to cnsurc cfl-cctivc utilization for road maintcnancc purposos'

c) I)clays in thc rcr,icrv and approval proccss ol. thc Auditor-(icncral's rcports

impcdcthcNational'l'rcasury'sabilityttluscupdatcdandaccuratcrcvcnuc

l.igurcs.,l.hcNationalAsscrnblyshouldcxpcditcthcscproccsscstocnablc

tirnclyanditrlilrrrrcddccision-makingrcgardingthcl)ivisiono[Ilcvcnuc

I] ill.

f)Approvalol.thcl)oI{I]2024shoul<lbccontingcnluponthcNational'l.rcasury

addrcssing inconsistcncics and discrcpancics that undcrminc thc ovcrall

transparcncyttl.thcl]ill.llnsuringclarityan<laccuracyinthcallocationand

utilization ol'lirrrds is csscntial lbr fostcring public lrust and conlldcncc in thc

dcvolvcd s) stclll tll' gtlvcrnancc'

S ccl llc issucs tl['conccrn in thc l)ol{l}

g) I)cclinirrg I:quitablc Sharc I)crccntagc: I)cspitc norninal incrcascs ln

cquitablc sharc atnounts. thc pcrccntagc o1'cquitablc sharc as comparcd to

total sharablc rcvcnuc has bccn on a clownward trcnd tlvcr thc ycars' 'l'his

dcclincctluldpotcl-ttiallyundcrminethccapacityol-ctruntygovcrnlncntsto

dclivcr csscntial scrviccs to thcir oonstitucnts'

h)I)cbtScrvicirrgCrowding()utCountyl{cvcnuc:I)cbtscrvicingobligations

arc incrcasingly cncroaching upon thc rcvcnuc allocatcd to countics, posing

a signil'icant challcn-ec to thc cllbctivc Iunctioning ol'dcvolvcd govcrnmcnts'

.l.hc 
cxccssivc allocation towards dcbt scrvicing could irnpcdc thc ability ol'

county govcrnnlcnts to atldrcss local nccds and prioritics'

i) I)iscrcpancics in county l,)quitablc Sharc I'crccntagc: I)iscrcpancics pcrsist

in thc cquitablc sharc allocatcd to countics as a pcrccntagc ol'auditcd rcvcnuc

acc()untsintlrcl)ivisionolltcvcnucAllocation(I)oI{A)comparcdto

prcviousycars.,l.lrcscinconsistcncicscouldlcadtodispariticsinrcsourcc

allocation alnors countics, potcntially cxaccrbating incquality and hindcring

cquitablc dcvcltlPtncnt.
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j) CAI; supports thc proposal by thc Council of Govcrnors (CoG) to incrcasc

thcCounty(jtlvcrntncnts'cquitablcsharclrornthcproposcdKsh.39l.llT

billiontoKsh.450billion.,l.hisadjustrncntisdccmcdncccssaryductothc

anticipatcd incrcasc in cxpcnditurc burdcn for county govcrntncnts in thc

upcomingliscalycar.l;actorscontributingtothisincrcascdburdcnincludc

thccontinuationol'thcMcdicalliquiprncntScrviccs(Mcs)I,rogranr'

linancing liliy pcrccnt (50%) of County Aggrcgation and Industrial Parks

(cAIIrs). ncrv conrributions to thc National Social Sccurity Irund (NSSll)'

ncwcontributitlnstothcSocialllcalthlnsuranccllund(SIIIll),andthc

assurnption ol'costs lbr transfcrrcd Muscums and Librarics. Incrcasing thc

cquitablc sharc to Ksh. 450 billion would providc county govcrnmcnts with

thcncccssaryljrrarrcialrcsourccstocllbctivclydclivcrpublicscrviccsatthc

county lcvcls.

k) cnlr rccorrrncnclccl that l5% ol'thc I{oads Maintcnancc Lcvy l;und (LMLF)'

cstirnatcd at Kslr. l0'52 billion lbr thc |;Y 2024125,, bc al|ocatcd to county

govcrnl-ncntsaspartol.thcircquitablcsharc.,l-hisallocationwouldbc

spccilically dcsignatc<I lor thc maintcnancc ol'county roads'

l) lfurthcr. cAIr urgcd l)arliamcnt to rcvicw lcgislation passcd bclbrc 2010'

such as thc l{tlad Maintcnancc l,cvy l;und Act, 1993; Kcnya Itoads l}oards

Act, 1999; antl Kcnya I{oads Act of 2001 ' to align thcm with thc dcvolvcd

systctn<ll.govcrnancc.Aligningthcsclawswouldcnhanccthccllbctivcncss

ol.ctluntygovcrnlncntsinrnanagingan<lmaintainingroadinfrastruclurc

within thcir.itrrisdictions'

rn) cAlr acknorvlcd-ecd thc cflbrts by thc National 'l'rcasury to support county

govcrnlncntsilrcrll-rancingthcirOwnSourccltcvcnuc(OSR).Activiticssuch

as thc cnactrncnt of thc National I{ating Ilill, thc county Itcvcnuc ILaising

Proccss llill, and thc dcvcloprncnt ola modcl 'l'arifl-s and Pricing I'olicy lor

uscbycount),g()vcrnlncntsarcstcpsinthcrightdircction..l.hcNational
,l.rcasury shoulcl cxpcditc thc implcmcntation of thcsc initiativcs to cmpowcr

countygovcrtrtncntstogcncratcrcvcnuclocallyandrcduccdcpcndcncyon

cquitablc sharc al locations'

, .r, t,':, rl ,,' ('.1t'trttt ll'll )i) t/



19. IIll'}-K submittcd as lirllo*'s:

a) 'l'o cnsurc a crcdiblc basis upon which thc outcomcs ol- thc division o[

rcvcnuc proccss can bc objcctivcly cvaluatcd as fair, thcrc's nccd lbr l'ast-

trackingol'thcproccssofunbundlingol.|unctionsbysupportingthcproocss

that was alrcadl' startcd b1' thc Intcrgovcrnmcntal 'l'cchnical l{clations

Cotnrnittcc.

b) 'l'hat. thc costing ol' lunctions should also bc updatcd to rcllcct thc currcnt

scrvicc <iclivcrl, dcmands. costs antl cconomic rcalitics laccd by countics

today. As thc l)oltl].2024 notcs. thc basclinc allocations to countics arc

inlbrrncd by thc costing ol'cxpcnditurc lirr dcvolvcd lunctions at thc onsct ol'

dcvolution.

c) 'l'hc rcccnt trctrcls in thc division ol'rcvcnuc that show a dccrcasc in thc

proporti()n 0l' lirncls going to county Sovcrnlncnts liorn thc sharcablc rcvcnuc

sccln to contraclict thc spirit ol'clcvolution and thc csscncc of thc division ol'

rcvcnuc proccss itscll. 'l'hcrclorc, to cnsurc that countics arc ablc to mcct

cvolving scrvicc clclivcry nccds and lulfil thcir functions' thc Scnatc should

invcstigatc thc causc ol'thc dcclinc in rclativc lunding t0 county govcrnlncnts

cornparcd to thc national govcrnmcnt. 'l'his is taking into considcration that

thcnationalsharcdocsnotinclutlcthcConsolidatcdl;undScrviccs.

d) 'l'hc Sqratc slttlulcl dctcrrninc thc spccific basis upon which rcvcnuc growth

Iactor approach should bc rradc. Sincc 2015, a numbcr ol'options havc bccn

crncrgcd. 
'l his includcs an option to considcr inl'lation as a basic ad.iustrncnt

critcrion ()r an avcragc ol' rcvcnuc growth in past thrcc auditcd ycars ol

rcvcnuc. l;urthcrrrorc. an updatcd costing ol'lunctions Iulf illcd by national

and counl.v srlt,crnrncnts should bc last trackcd such that wc can havc a basis

uponrr,hiclrttlcvaluatclhcadcquacyofthc.availabilityofrcsourccs'asa

l'actor lilr clctcnnining thc cquitablc sharc to countics'
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c).l.hcNatiorralassctnblyslrouldqucstionthcuscoIprojcctcdrcvcnucsinthc

cclrning llnancial vcar as a basis lilr thc cquitablc sharc' whcn lhc rcvcnuc

targcts in thc currcnt linancial ycar arc yct to bc mct'

l) 'l'hc cl'lurt includcd in thc Iludgct l)olicy statcmcnt and I)ivision ol'ltcvcnuc

l}ill.2024dataattcmpttorcduccthcsizcolthcllscaldcllcitandimprovc

ovcralldcbtsustainabitityiscornmcndablc.Ilowcvcr.bcyondliscal

consolidatiotllncasurcs.thcnationalgovcrnmcntmustscckmorcaflbrdablc

borrowing olltions ovcr thc rncdium tcrm givcn thc projcctcd rcsourcc

cnvclopc ancl cost ol'borrorving. 'l'hcsc includcs rcducing thc promincncc ol-

cotntncrcialarlcldtlrncsticdcbtinour<lcbtpoaltllio.cxploringaltcrnativc

sourccs ol'Iinancing that arc lowcr cost c'g' Samurai and Panda bonds' and

attachcd to spccilrc dcvclopmcnt objcctivcs c'g' grccn and bluc bonds'

g)'l'hcl)ivisionol'llcvcnucl\ill.2024highlightsscvcralproposalsonhorv

countics arc to bc sttpportcd to cnhancc thcir OSI{' I lowcvcr' cvcn as thc

nationalgovcrlllnclltimplcmcntsthcproposals'athoroughasscssrncnt

should bc cotrductcd to dctcrminc thc county's rcalistic collcction capacity'

.l.hisasscssnrcrrtslrouldcnsurcthchannonizationwithcxistingnational

rcvcnuc collcctions. thc proposcd Intcgratcd County I{cvcnuc Managctncnt

Systctn. and all rclcvant cxisting systcms'

2.11 Submissions try thc llift Vallcy Budget Hub

20.'l'hc Itift Vallcl' llutlgct I lub subrnittcd thc following;

a) 'l'hc lirct that rcvcnuc dividcs arc still bascd on out-ol--datc auditcd rcvcnuc

irrrplicstlratctlurrticsarcgcttingthcshortcrcndolthcstick'.l.hcScnatc

should collaboratc rvith thc National asscmbly to cnsurc that thc approval ol'

auditcd accounts ol'rcvcnuc is cxpcditcd to cnsurc that rcvcnuc sharing is

bascd orr up to datc auclitcd rcvcnuc accounts. 'l'his will mitigatc against

scrarnblc lilr rcsourccs ancl climinatc thc pcrcnnial conflicts cmanating lrom

thc division rcvclluc dcbatc'

b) 'l'hc Scrratc shoLrld push thc I(iR'l'c and rclcvant institutions to complctc thc

proccss tll'Lrnbunclling and costing county govcrnmcnt lunctions that arc still

irtn of R('r'(',t u'' Bill )0ll
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hcld b1'thc Irational govcrnmcnt' to pavc way lbr translbr olcommcnsuratc

rcsourccs ttl ctlttnty govcrnlrcnts

c) I)clayccl lirnds undcnninc thc principlcs of dcvolution by impcding thc

ability 0l'countics to cxcrcisc thcir constitutional mandatc cflcctivcly' 'l'hc

SgnatcshotrIclcompclthcNational.l.rcasurytodisburscthcrcsourccsduclo

countics as pcr thc disburscmcnt schcdulc approvcd by Scnatc alongsidc thc

County Allocati<ln ol' I(svcnuc Act'

<1)Inthcotrgtlitrenationaldiscoursconpublicdcbtsustainability,Scnatc

should guarcl County (iovcrnmcnts lrom bcaring thc brunt'

c) 't.hc Scnatc shoukl stcp up its ovcrsight rolc towards prudcnt, cquitablc and

accountablctrtilizationol.publiclundsbothatthccountyandnationallcvcl.

.S( /,.. ri !:,t t 'ttr l)illrrorl ol l? t'r'r'tt tt '' Bill )l) lJ
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CTIAPTIIR THREE

OItSI.]IIVA'I'IONS AND RECOMMENDATIONS

3.1 Obscrvations

21.',t'hc cornrnittcc. having consiclcrcd thc llill and submissions liom stakcholdcrs'

rnadc thc ltlllou'ing tlbscrvations"l'hat-

a) 'l'hc Ilill uscs a l'rasclinc ol'Ksh. 374.492 billion as thc allocation lor Financial

Ycar 2023l24against thc actual basclinc of Ksh. 385 -425 billion' 'l'hc committcc

obscrvcs tlrat thc purportcd nctting out olKsh. l0'9 billion as adjustmcnt Ibr thc

Itoacl Maintcnallcc I,cvy l;und (ItMI,ll) which will hcncclbrth bc allocatcd

scparatcly to c()untics is crroncous sincc thc cquitablc sharc, oncc approvcd, docs

not includc ctlrlditional allocations'

b)'l.hcactualirrcrctrrcnt(adjustrncntforrcvcnucgrowth)incountycquitablcsharc

isKshs.5'6g2billionasopposcdtothcKsh.16.625billionassctoutinthc

cxplanatory rrrcnrorattdutn to thc Ilill. Additionally, thc National 'l'rcasury has

lailcd to satislactorih, dcrnonstratc thc critcria that thc rcvcnuc growth is bascd

()n.

c) 'l'hc allocatiotr to thc liqualization Fund for l:Y 2024125 is lowcr than thc

industrial parks. and community hcalth promotcrs which arc

' thc national and county govcrnmcnts on a 50:50 matching

llttt.'it)tt ')l/i' t"rru'' tirll )i) '!

approvcd allocarion lirr ljinancial Ycar 2023124 sincc thc basis lor thc proposcd

allocation is tltc auditccl and approvcd accounts ol'rcvcnuc lbr IrY 2020/21 which

is lowcr than thc arr()unt lor l;Y 2019120'

<1)I)claycdapprtlr,alol.tlrcauditcdandapprovcdaccountsolrcvcnuchasadvcrscly

al'tbctcd rcvcllttc all<lcation to countics'

c)I)cspitcthcinclicatitlrrthatl.hcnationalgovcrnmcntcontinucstobcarthcrcvcnuc

shortfalls.countYq()\'crnlrcntshavcalsoborncthcshoal-allsinthcformof

dclaycd cxchcclttcr rclcascs which harnpcr county budgct implcrncntation and

l),t.hccount),g()\,crnlllcntsarcl.accdwithaclditionalcxpcn<liturcdcmandsduclo

implcrncntation ol'l<cy national govcrntncnt priority programmcs such as ctlunty

aggrcgation arrtl

jointly lunclcd b1

3sl
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basis. Othcr non-cliscrctionary cxpcncliturc dcmands accruc liom thc ncw

housing lcvy clcdtrctions' ncw National Social Sccurity Irund (NSSI;)

contributiorrsanclncrvSocialllcalthlnsuranccl;un<l(SIIIlr)contributions.

3.2 Rccommcntlations

Ilaving considcrcd thc Ilill atrd subtnissions Itom thc stakcholdcrs' thc committcc

rccornrncnds that thc Scnatc approvcs ths Ilill with thc tollowing amcndmctrts to thc

Schcdulc -

a) 't'hc National (iovcrutncnt sharc of rcvcnuc- Kshs' 2'524'31 8'490'ti57; and

b) 'l'hc County cqtritahlc sharc- Kshs'415,952'200'000'

'l'his is arrivccl at b1, nraking adjustrncnts to thc basc o1'Ksh. 385 '425 billion to takc

into account n()n-cliscrcti()nary financial obligations rclating to housing lcvy

dcductions. cnhancccl con(ributions to thc National Social Sccurity lund (NSSF)'

ccrtain contributions t() lhc Social Ilcalth Insurancc lrunct (SIIIlr), wagc drill as wcll

as thc nccd l()r courrtics to prclvidc rnatching allocations for thc county Aggrcgation

and Industrial l,arks arrcl thc cornrnunity Ilcalth Promotcrs programmc' liurthcr'

rcsourccs lbr thc transl'crrcd obligation to mcet thc cost of mcdical cquipmcnt

proBramlnc.

ttn l.)ili,\lr),, rtl Il t'r'('tt L'llill :0)l
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Appendixcs

I . Minutcs ol'thc (lttrlrrlittcc

2. Stakcholdcrs' subrnissions

3. I'ublic Advcrt
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24th April,2024

RE: COMMITTEE STAGE AMENDMENTS TO THE DIVISION OF REVENUE
BILL, NATIONAL ASSEMBLY BILLS NO. 14 OF 2024

NOTICE is given that Sen. Ali Ibrahim l(oba, Chairperson, Committee on Finance and

Budget intends to move the following amcndment to the Division of Revenue Bill, National
Assembly Bills No. 14 of 2024, at the Cornmittee Stage-

SCHEDULE
THAT the Bill be amended by dcleting thc schedule and substituting therefor the following
new schedule-

SCHEDlJl.li (s.4)

ALLOCATION OF REVENUE IIAISED NATIONALLY BETWEEN THE
NATIONAL GOVERNMEN'I' AND COUNTY GOVERNMENTS FOR THE 2024125

FINANCIALYEAR.

Tlpe/Level of allocation Anrounl in KSh.

2,918,123,.505,582
) \) /. 318 490 857

852 814 725
D. Coun e uitable share 4 r5.952,200,000

Dated: 24't' Aprll, 2024

€

Ali Ibrahim Roba,
Chairperson,

Committee on Finance and Budget.

1

Percentage (%) of 2020121
audited and approved Revenue
i.e. KSh. 1,57 0,562,9 45,01 4

A. Total Sharable Revenue
B. National Government

ualization FundC E 0.50o/o

26A8%

The Clerk of the Senate
Parliament Buildings
NAIROBI
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MINUTES O}'[IUNI)RI]D ANI) TW ENTY F-IRST l2 I s'r' IIYBITI I) MEI,]TING OT'

ANDING CoM MI'I"I'T]E ON FINANCT] ANI) rlu DGF]T HELI)TIIE ST]NA'I'E S1'
OR BOARDRooMON TUESDAY 23Rr)AITRIL 2024 IN THE (;ROUND FLO

ABSI.]N'T W ITH APOLOGY

l. Scn. Maurccn 'l abitha Mulinda. MI'

2. Scn. 'l'abitha Karanja Kcrochc, M(;l I MP

3. Scn. Joycc ChcPkocch Korir, MP

SECRETARIAT

Christophcr (iitonga

llcvcrlyrrc Chivadika

Lucy I{adoli
Milliccnt Makina

Kiminza Kioko

Nandimu l\arar.a
(]odana Mamo

Constant WamaYuYi

lrlijah Ichwara

Olivcr Onyango

Chairperson
Mcmbcr
Mcmbcr
Mcmbcr (Virtual)
Mcrnbcr (Virtual)
Mcmbcr

Clcrk Assistant

Clcrk Assistant

Lcgal Counscl

I;iscal Analyst

liiscal Analyst
Mcdia ltclations Olliccr
Scrjcant-At-Arms

I{cscarch olllccr
Audio Officcr
Intcrn

1. Scn

2. Scn

3. Scn

4. Scn

5. Scn

6. Scn

l. Mr
2. Ms

3. Ms

4. Ms

5. Mr
6. Mr
LMr
8. Mr
9. Mr
10. Mr

IN-AT-I'EI)ANCT]

A. COMMISSI ON ON RI]VE E ALLOCATION

l. Mr. Koitamct Olckina

2. I Ion. Iratuma (icdi
Vicc-Chairpcrson

Commissioner
1

NU

TOF

f Sttr F

(Capt.) Ali Ibrahim l{oba, IrGI I, MI'
(l)r.) Iloni Khalwalc, CIIS. MP

I{ichard Momoima OnYonka. MI'
Irddy Okctch (iichcru, MI'
Shakila Abdalla Mohamcd. MP

Mohamcd Mwinyihaji l;aki. CIIS, MI'}

Vicc-Chairpcrson
Mcrnbcr

Mcmbcr

COUNTY HALL. IIARLIAMENT BUILDING AT 9:00 A'M'

PRESENT
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3. I)r. Isabcl WaiYaki

4. Mr. Jonas Kuko

5. Mr. Lincth OYugi

6. Ms. Angcla Kariuki

Commissioncr

Commissioncr
l)ircctor. I iconomic Aflairs

I )ircctor. C<lrPtlratc Scrviccs

1. I lon. Annc Waiguru, lr(]l I

2. Ilon. l"CPn. Ahmcd Abdullahi' IIGII

3. IIon. Mutai Kahiga

4. IIon. llcPA. licrnandcs Ilarasa

5. IIon. MuthomiNjuki
6. IIon. Andrcw Mwandimc

7. Ms. Mary Mwiti
8. Mr. Stcphcn MomanYi

MIN/SEN/SCF &B /7 tl12024

'l'hc Chairpcrson callcd thc mccting to orclcr at 9:30 a.m. 'l'his was lirllowcd by a word ol'

praycr and a round ol'introduction.

ADPOTION ol' TTIl] A(;I]NDA

Kirinyaga CountY/ChairPcrson

Waj ir County /V icc-ChairPcrson

Nycri County

Kakamcga CountY
'l'haraka Nithi County
'l'aita'l'avcta CountY

CIlo
I)rogrammc Officcr

2

B. COUNCILOFGOVERNORS

MI N/SEN/SCF& lll7 I 2/2024

.l.hc 
agcnda was adoptcd allcr bcing proposcd by Scn. l{ichard Momoima onyonka, Ml'

and sccondcd by Scn. Shakila Ab<talla Mohamcd, MI'} as listcd bclow-

1. Praycr;

2. Adoption of thc agcnda;

3. Confirmation ol-minutcs of thc 12Oth sitting;

4. Mattcrs arising liom thc minutcs of thc prcvious sitting;

5. Mccting with stakcholdcrs-

a) Commission on Rcvcnuc Allocation;

b) Council o[Govcrnors; and

c) 'l'hc National 'l'rcasury and Irconomic Planning

ro <lclibcrarc on thc l)ivision of Itcvcnucl\i11.2024 (National Asscmbly Ilills No'l4

t>t 2024) (C om m itt ee pape r N o' 8 9 A ) 
"

6. considcralion of invitalion to participatc in a climatc action workshop (commiltee

paper No.90);

7. Consirlcration of pending lcgislativc busincss (Commitlee Paper No.77),.

tl. Any Othcr Ilusincss; and

9. Adjoummcnt and Datc of thc Ncxl Mccting'

MIN/SEN/SCF&B/71312024MEETINGwITHSTAKEHOLDERSTo
CONSIDER OF DIVISION OF REVENUE BILL.

PITELIMINARIES
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202q rcoMMIT'T'IiE PAPIiR ]VO.89

Mectins with Commission on lLcvcnu e Allocation

tJpon invitation, thc Commission's Vicc Chairpcrson informcd thc mccting that thc

Commission had considcrcd thc contcnts of thc Ilill ancl submittcd thc following

comntcnts-

a) 't'hc Ilill allocatcs thc county govcrnmcnts an cquitablc sharc of Ksh'391'1 billion

for thc l;Y 2024125. 'l'hc proposcd county cquitablc sharc adjustmcnt as proposcd

by thc National 'l'rcasury has rcmaincd low at Ksh. 15.4 billion in thc IiY 2023124

and Ksh.l6.6 billion inl;Y 2024125.'l'his is dcspitc signilicant growth in ordinary

projcctcd rcvcnucs during thcsc two financial ycars' Kshs' 2571'2 billion in |Y
2023124 ro 2.948.1 billion inl;Y 2024125.

'l'hc proposcd allocation to county govcmmcnts of Ksh.391 billion translatcs to an

absolutc incrcmcnt of Ksh.16.6 billion liom thc acl.iustcd ccluitablc sharc of

Ksh.374.51 billion.
'l'hc proposcd allocation to thc national govcrnmcnt of Ksh.2,549.13 billion lor lrY

2024125 from an allocation of Ksh.2, 177.43 in thc l;Y 2023124 translatcs to an

incrcasc ol'Ksh.37l .7 billion.
'l'hc national govcrnmcnt has commcnccd implcmcntation of thc following policios

that rcquirc county govcrnmcnts to sc1 asiclc an cstimatcd Ksh. l7.ll8 billion-

i. Aggregation and Industrial Parks (CAIPs) implemented on a matching

basis of 50:50 between the two levels of government. Each county is

requiredtosetasideKsh.250milliontranslatingtoofKsh'11.75
billion bY countY governments;

ii. The community Health Promoters (cHPs) implemented on a matching

basis of 50:50. county governments require an additional Kshs. 3.2 billion

fbr stipend; and

iii. 1.570 Housing Levy deductions to be contributed by county government'

GiventheaggregatecountygovernmentremunerationofKsh.l95billion.
I Iousing lcvy contributions translatcs to Ksh'2'93 billion'

'l'hc additional allocation to county govcrnmcnts as cquitablc sharc docs not covcr

thc additional rcsourccs rcquircd by counly Sovcrnmcnts to implcmcnt national

govcrnmcnt-initiatcd policics. It als<l docs not providc for additional rcsourccs

rcquircd by thc county govcrnmcnts for cxpansion oIdcvolvcd lunctions.

'l'hc commission rccommcndcd that Ksh.2,552.09 billion and Ksh.398.14 billion bc

allocatcd to national govcrnmcnt and county govcrnmcnts as cquitablc sharcs in thc

l:Y 2024 12025 rcspcctivclY.

b)

c)

d)

c)

r)

-)



Iollowing clclibcration, thc Commitlcc notcd that-

a) 'l'hc Commission has continucd to basc thc argumcnt for couuty govcrnmcnt

cquitablc sharc using thc adjustcd cquitablc sharc basclinc of Kshs'374'5 billion'

which is crroncous.

b) In thc I)ivision ol Itcvcnuc Acl, 2023, thc county cquitablc sharc is

Kshs.3tl5.425 billion hcncc this should bc uscd as basclinc whcn allocating thc

county cquitablc sharc for thc IY 2024125 '

'l'hc Commission acknowlc<tgcd that thc usc of Kshs.374.5 billion as thc basclinc Ibr

county cquitablc sharc was crroncous and that thc corroct basclinc is Kshs'385'425 billion'

Meetine with Councr I of (lovernors

'l'hc Council ol'(iovcrnors lcd by thc Chairpcrson prcscntcd thc lilllowing commcnts

rcgar<ling thc Division of I{cvcnuc lrill.2024-

a) 'l'hc Council took notc of thc rccommcndation by thc Scnatc <tn thc 2024 lll'S with

proposcd allocation to county govcrnmcnts as Kshs'4 15.952 billion inl:Y 2024125'

b) 'l'hc proposal in thc Ilill ol'Kshs.39l.ll7 billion is inadcquatc and will hampcr

c)

porformancc and dclivcry of scrviccs at county lcvcl'
'l'hc county govcrnmcnts havc bccn rcccntly subjcctcd to additional non-

discrctionary cxpcnditurcs thaf will rcquirc incrcascd allocation in thc I;Y 2024125'

'l'hc Council proposcd a counly cquitablc sharc olKshs.439.5 billion inl:Y 2024125 '

'l'hc Council notcd thc erroncous adjustmcnt of thc basclinc in thc cxplanatory

mcmorandum by dcducting thc I{MLl; and funds for transfcr ol'library scrviccs.

Out o[1hc projcctcd ordinary rcvcnuc growth ol'Kshs.376.9 billion' only Kshs'5'6

billion is proposc{ to bc allocatcd as rcvcnuc growth to county govcrnmcnts'

'l'hc proposcd county cquitablc sharc of Kshs.439.5 billion by Council was informcd

by thc non-discrctionary cxpcnditurcs for countics in thc |Y 2024125. which

includc-
i. 'l'hc lapsing olthc Mcdical l')quipmcnt Scrviccs (MllS) Program allocation'

whcrc thc last allocation amountcd to Ksh.5.tl5 billion as mainlcnancc and

scrvicing costs. Countics nccd to acquirc and install ncw machincs as wcll as

budgct for thc cost ol MIU and c'l.Scan machincs cosls inl;Y 2024125.

ii.CountyAggrcgationandlndustriall)arks(CAII,s)isbcingimplcmcntcd
jointlybythcNationalan<lCountygovcrnmcntsona50:50matchingbasis.
countics arc thcrcforc rcquircd to allocatc Ksh.11.75 billion liom thcir

budgcts for thc CAIPs.

iii.,l.hcCommunityllcalthl)romotcrs(CIII,s)programaswcll,bcing
implcmcntcd on a matching basis of 50:50 bctwccn thc two lcvcls ol'

govcrnmcnt also rcquircs an additional contribution as stipcnds of at lcast

Ksh.3.234,930,000.00 in thc liY 2024125'

iv. 'l'hc ncw National Social Sccurity lrund will cost thc countics an additional

Ksh.3 billion 
4

d)

c)

r)

s)



\ v. 'l'hc ncw Social Ilcalth Insurancc lund contributions - thc ncw Act rcquircs

counticstopayforindigcntswhoarcycttobcdctcrmincdorthciractual
numbcrs known.

vi. Annual salary incrcmcnts'

vii. I{cccntly transfcrrcd Library and Muscum functions -- only funds lbr

Ircrsonncl ltmolumcnts wcrc transfcrrcd without thc dcvclopmcnt budgct'

viii.'l'hccostol.implcmcntingthc<lootorsCl}Auponpaymcntol.arrcarsis
cstin.ratcd at Ksh.5.tl billion and nccds to bc factorcd in thc 2024125 county

budgcts.

In adjusting thc basc olcquitablc sharc from Ksh.3tt5.4 billion to Ksh.374.5 billion

by dcducting I{MLli. thc National Asscmbly crrcd in law and thcrcby crcating a

falsc improssion that countics havc bccn cnjoying procccds from thc fucl lcvy fund.

RMLI] bcing a fund collcctcd scparate lrom ordinary (sharablc) rcvcnuc docs not

form an itcm undcr division of rovcnuc.

Although countics arc in chargc of Iiarly childhood I)cvclopmcnt liducation

tcachcrs, thc rolc has ncvcr bccn ollicially dclcgatcd to thcm or givcn a budgct'

Irollowing dclibcration, thc Committcc notcd that-

a) 'l'hc Kshs.374.5 billion adjustcd basclinc for thc county sharc of rcvcnuc is

crroncous.

b) 'l'hc financial and budgctary implications lbr county govcrnmcnts in thc liY 2024125

cmanalc from non-discrctionary cxpcnditurcs rcsulting from implcmcntalion of

national govcrnmcnt projccts an{ progrmmcs. 'l'his scrycs as thc basis for incrcasing

funding to county govcrnmcnts.
'l'hc I{oad Maintcnancc [,cvy lrund should not bc includcd in sharcablc rcvcnuc

sincc it is distincl liorn ordinary rcvcnuc'

countics' rcvcnuc strcams arc limitcd. 'I'hus, automating rcvcnuc collcction

through usc ol an Intcgratcd county Itcvcnuc Managcmcnt Systcm (lCItMS) will

hclp rcducc losscs and improvc own Sourcc Ilcvcnuc (osR) collcction. It rvas

suggcstcd that thc Council should acccpt thc systcm proposcd by thc taskf<)rcc on

ICI{MS.
'l'o guarantcc that monics intcndcd for dcvolvcd functions arc translcrrcd to

countics. unbundling and costing of dcvolvcd functions must bc finalizcd. Majority

of lunds arc still in national ministrics.

It was rccommcnclccl that Council shoulcl consiclcr thc Ilnancial implications bclirrc

agrccing to commit to implcmcnlation of projccts and programmcs proposcd by thc

national govcrnmcnt.

c)

d)

CONSIDERATION OF INVI'I'AT'ION 1'O

h)

i)

c)

r)

MIN/SEN/S cF&B/71412024
INAC LIMATEI'AR.TICIPATT] ACTION

5

WORKSHOP



'l'hc committcc considcrcd an invitation to attcnd a workshop on climatc action, organizcd

by thc National 'l'rcasury and I:conomic Planning in conjunction with thc Parliamcntary

Caucus on Climatc Action schcdulcd lrom 25'h to 3oth April. 2024 in Mombasa'

'l'hc Committce rcsolvcd to attcnd thc schcdulcd workshop'

MIN/SEN/SC F&B,171512024 ANY OTHER BUSINI]SS

'l'hc Committcc rcsolvcd to hold a mccting on Wcdncsday. 24'l'April. 2024 at 8:00 a'm' to

consi<lcr and adopt thc rcport on thc Division of l{cvgnuc Bill.2024 Ibr tabling in tho

Scnalc.

F&1il7t612024

I

MIN/SEN/SC

'l'hc mccting adjourncd at 12:13 p.m. Ncxt mccting shall bc hcld on Wcdncsday. 24'r'April'

2024

SIGNATURE u,rTn..L.s/. *r. :t . l.*a. al...
SEN. (CAPT.) ALI IBRAHIM ROBA, EGII' MI'

(cHAIRPERSON)

6

ADJOURNMENT AND TTIE I)ATE OF THE

NEXT MEETIN(;



TIUNDREI) AND TWENTY- SECOND ,l22Ntt HYI}RII)MINUl'ES OFA
IIE SENATE STANDING COMMITTEE ON FINANCE ANI)MI]ETIN(; O}' T

N WI.]DNESI) AY 24II' PRIL 2024 IN THE GROUND FLooRBUDGET HELD O
I}OARDROOM COUNTY TIALL PARLIAMENT BUILDIN G AT tl:00 A.M

l. Scn. (Capt.) Ali Ibrahim l{oba, ITGII. MI'}

2. Scn. Maurccn'l'abitha Mutinda, MP

3. Scn. (l)r.) Iloni Khalwalc' CIIS, MP

4. Scn. Mohamcd Mwinyiha.ii|aki, CIIS, MP

5. Scn. Itichard Momoima Onyonka, MI'

6. Scn. l:ddy Okctch (lichcru, MP

AI}SENT WITH APOLOGY

1. Scn. 'l'abitha Karanja Kcrochc, MGII MP

2. Scn. Shakila Abdalla Mohamcd' MI'

3. Scn. Joycc ChcPkocch Korir, MP

SECRETARIAT

Chairpcrson
Vice-Chair (Virtual)
Mcmbcr
Mcmbcr (Virtual)

Mcmbcr
Mcmbcr (Virtual)

Mcmbcr
Mcmbcr (Virtual)

Mcmbcr

Clcrk Assistant

Clcrk Assistant

Lcgal Counscl

Iriscal Analyst

Fiscal Analyst
Mcdia ltclations Ofliccr
Scr.jcant-At-Arms

I{cscarch olficcr
Audio Ofllccr
Intcm

l. Mr
2. Ms

3. Ms

4. Ms

5. Mr
6. Mr
7. Mr
8. Mr
9. Mr
10. Mr

Christophcr (iitonga

llcvcrlync Chivadika

Lucy l{adoli
Milliccnt Makina

Kiminza Kioko

Nandcmu Ilarasa
(iodana Mamo

Constant WamaYuYi

lrlijah Ichwara

Olivcr Onyango

MIN/SI]N/SC[' &817t712024

'l'hc Chairpcrson callcd thc mccting to ordcr at 8:30 a.m. 'l'his was followcd by a word ol

praycr and a round ofintroduclion.

ADPOTION oF THE AGENDA

Tor

i\C Srtl

I'RESENT

PRELIMINARIES

I

M I N/SE N/SCF& I]/71 8/2024



'l.hcagendawasadoptcdhavingbcingproposcrlbyScn'MohamcdMwinyihajillaki,Cl}S,

MP, and sccondcd by Sen. lrddy Okctch Gichcru' MP' as listcd bclow-

l. Praycr;

2. Adoption olthc agcnda;

3. Confirmation of Minutcs of thc 120'h and 121't sittings;

4. Mattcrs arising from thc Minutcs of thc prcvious sittings;

5. Considcration and adoption of thc rcport to dclibcratc on thc I)ivision o[Il'cvcnuc

l)i11,2024 (National Asscmbly I}ills No. l4 of 2024) (Commillee paper No.89B):

6. Considcration of pcnding lcgislativc busincss (Committee Paper No.77);

7 . Any Othcr llusincss; and

8. Adjournmcnt and Datc of the Ncxt Mccting'

719t2024 CONFIRMATI ON OF']'IIE MI NUTES OF T}IEMIN/SEN/SCF&B/

a) 1'hc Minurcs of thc Ilundrcd and'l'wcnticth (l20th) hybrid mccling hcld on

'l'hursday, 28t1, March, 2024 al 9:00 a.m. wcrc conlirmcd as truc rccord ol' thc

procccdingsol.thcCommittcchavingbccnproposc<lbyScn.llddy()kctch(}ichcru.
MI', and sccondcd by Sen. (I)r.) Iloni Khalwalc' CIIS' MP'

b) 'l'hc Minutcs 0f thc Ilundrecl and 'l'wcnty-l;irst (l2l't) hybrid mccting hcld on

'l.ucsclay, 23'd April, 2024 at 9:00 a.m. wcrc conljrmcd as truc rccord of thc

procccdingsolthcCommittcchavingbccnproposcdbyScn.I{ichardMomoima
Onyonka,, Ml'. and sccondcd by Scn. Mohamcd Mwinyiha.li lraki' CIIS' MI''

'l'hc commirtcc considcrcd thc draft rcport on thc I)ivision of llcvcnuc llill. 2024' ',l'hc

rcport compriscd of thc contcnts ol thc llill, submissions by stakcholdcrs, committcc

obscrvations and rccommcndations'

A I)OPTION o[' 'l'lIu RT]PORT ()N .I'IIE

DIVISION
NATIONAL ASSEMI}LY BILLS NO.l4 0F 2024

ot' REVENUE BII,L 2024

I Iaving considcrcd thc draft rcport on thc I)ivision ol-ltcvcnuc l\ill' 2024' thc Committcc

unanimously adoptcd thc rcport having bccn proposcd by Scn. (l)r.) Iloni Khalwalc' cllS'

MP and sccondcd by Scn. Richard Mtrmoima Onyonka, MI,, with thc rccommcndation that

thc Scnatc approvcs thc Ilill with amcndmcnts to of thc Schcdulc 1o thc llill to providc that-

a) 'l'hc National (iovcrnmcnt sharc ol'rcvcnuc- Kshs. 2.524'31 ti.490.t|57; and

2

PREVIOUS SITTIN(;S

M I N/S EN/SC F& I]/720l2024 CONSIDERATION OF TIIE DRAFT REI'ORT ON

THE DIVISION OF REVENUE BILL. 2024

(NATIONAL ASSEMI}LY BILLS NO.I4 OF 2024)

(COM M ITTE E PA PIi R NO.89 B )

M I N/ST] N/SCF& B/72 I /2024



b) 'f 'hc Courrty cquitablc sharc- Kshs. 415,()52.200.000. 'l'his was arrivcd at by making

adjustmcnts to thc basc ol- Ksh. 385.425 billion to takc into aocount non-

cliscrclionary ljnancial obligations rclating to housing lcvy dcductions' cnhanccd

contributions to thc National Social Sccurity l;und (NSSI;),, ccrtain contributions to

thc Social I lcalth Insurancc l;und (SI IIIr), wagc drift as wcll as thc nccd lor countics

to providc matching allocations for thc County Aggrcgation and Industrial l)arks

and thc community I Icalth Promotcrs programmc. l;urthcr. rcsourccs for thc

transfcrrccl obligation to mcct thc cost ol'mcdical cquipmcnt programmc'

ADJOU RN MENT ANI) THl] I)ATE OI 1'HE

NEXT MEETING

f'hc mccting adjourncd at9:25 a.m. Ncxt mccting shall bc by noticc

SIGNATURI'].............. . DATE"""

SEN. (CAPT.) ALI IBRAHIM ROBA, EGH, MP

(cHAIRPERSON)

3
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When Replying PIease Quote

IGFR/DOR/OI/A (69)

J. M. Nyegenye, CBS
Clerk of the Senate

Clerk's Chamber

Parliament Buildings
NAIROBI.

REPUBLIC OF KEI.IYA
TI{E NATIONAL TREASURY AND ECONOMIC PLANNING

tu^
Sf'

D,izEA

Dear
-DD LE

RE: INVITATION TO A MEETING TO SLTBMIT VIEWS ON THE DMSION OF
REVENUE BIL 2024 NATIONAL ASSEMBLY BILLS NO.I4 OF2024

Reference is made to your letter Ref No. SEN/DSECN&812024137(a) dated 86 April, 2024

sharing the Published Division of Revenue Bill (DORB), 2024 (National Assembly Bills No.l4 of
2024) as read by the Standing Committee on Finance and Budget.

The National Treasury has reviewed the Published Bill (National Assembly Bills No. 14 ot 2024)

against the proposed legislative Bill submitted to Parliament on the 156 February, 2024 and Mt

s;/
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SECRRIA
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Page I of 2
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observes the following:

\

i. The National Assembly Bill has omitted the definition of 'Cabinet Seuetary'in Clause 2

on interpretations.
ii. tn schedule (s.4), the National Assembly Bill has used Kshs.1,570,562,945,014 as the

latest audited and approved revenue, being that for FY 2020121, while the National

Treasury used Kshs.1,573,418 million in the proposed Bill as the latest audited and

approved revenue account for FY 2019/20. The National Treasury concurs with this, as it
is in line with Article 203(2) of the Constitution.

iii. The National Treasury is in agreement with the 0.5 percent for the Equalization Fund,

which amounts to Kshs. 71852,8141725; and the National Govemment allocation, which

amounts to Kshs. 2,549,153,902.710, w'ith Kshs. 1,570,562,945,014 as the most recent

audited and approved account forFY 2020121.

iv. Further, both National Assembly and National Treasury have proposed to allocate County
Equitable Share of Kshs.39l,l16,788,147 which is equivalent to 24.9 perc.ent of the latest

audited and approved account forFY 2020121-

1I APR202tr
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The purpose of this letter, therefore, is to submit the above observations and request that the
definition ofCabinet Secretary be included in the Bill.
Yours -9 -^c-e-.-qulI

SAMSON P. oGw
PRJNCIPAL ADMI NISTRATIVE SECRETARY
FOR: PRINCIPAL SECRETARY/TIIE NATIONAL TREASURY

Page 2 of 2



COUNCIL OF GOVERNORS

LEGTSLATIVE MEMORANDUM ON THE DIVISION OF REVENUE BtLI, 2024 (NATIONAL ASSEMBLY BILLS NO.I4 OF ZOZ4)

THE SENATE STANDING COMMITTEE ON FINANCE AND BUDGET

FROM

THE COUNCIL OF GOVERNORS

ry\,/re
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TO



COUNCIL OF GOVERNORS

THE COUNCIL OF GOVERNORS,

ln recognition of the fact that sovereign power of the state is exercised at two levels of government, that is, the National Government and

the County Covernments, whose distinctness is recognized by Article 6 (z);

ln further recognition of the need to ensure that all legislation is cognizant of devolved governments; and

Aware of the need for coordinated action between the National and County Governments to ensure that legislation properly respond to

the key issues, and further reflects the spirit and purpose of devolution.

Having reviewed the Division of Revenue Bill, 2024, the Council of Governors on behalf of the 47 County Govemments submits the

proposals highlighted herein below for consideration:

A. GENERALCOMMENTS

The Council appreciates the Senate's renewed commitment to supporting the County governments and devolution in general
through advocating for increased allocation. We take note of the recommendation of the Senate on the zoz4 Budget Policy
Statement to allocate County governments Ksh.4t5.95zz billion for the FY zoz.4lz5 of which we are thankf ul.

2. However, the Council notes with concern the proposed allocation of Ksh.39t.tt7 billion as equitable share of revenue to Counties as

contained in the Division of Revenue Bill, 2024. We wish to state that Counties will face maior challenges in the performance of the
f unctions assigned to them under the Fourth Schedule of the Constitution and delivery of services to citizens in the FY zoz4lz5 il the
Bill is passed in its current form. ln addition to the proiected economic growth, the County governments have been subiected to
additional non-discretionary expenditures that will require increased allocation in the next FY. The Council therefore proposes a

minimum allocation of Ksh.439.5 billion for FY zoz4lz5 as sharable revenue.

2



COUNCIL OF GOVERNORS

B. SPECIFIC CONCERNS

The Council proposes the following specific amendment to the Division of Revenue Bill, 2024

Section CoG's Proposal Rationale/Justif ication

THE SCHEDULE Row B of the Schedule
allocates
Ksh.2,549,r53,9o2,710 to
the National Government
and row D allocates
Ksh.191,116,788,r47 to the
County Governments.

Rows B and D of the
schedule be amended to
allocate
Ksh.2,50o,77o,69o,857 to
the National
Govemment and
Ksh.439,5oo,ooo,ooo to
the County Governments
respectively. (See

schedule below)

The projected ordinary revenue is set to grow by t5%

(an absolute revenue increment of Ksh.376.9 billion)
from the revenue that underpinned revenue sharing

for the FY zo4lz4 (Ksh.z57t.z billion). However, out of
the Ksh.376.9 billion only Ksh.5.7 billion (5.6%) is being

added to the Counties baseline allocation of Ksh.385.4

billion which the Council deems disproportionate and

inequitable. The Council therefore proposes an

allocation of Ksh.439.5 billion for the fV zoz4lz5.

3

3. We also note the erroneous adjustment of the baseline in the explanatory memorandum, specifically by deducting the Road
Maintenance Levy Fund (RMLF) and Library services funds. This has affected the calculation of the adjustment for revenue growth
for the current FY as illustrated. lndeed, this misleading position is being held by both the National Treasury and the Commission on
Revenue Allocation and has for the last 3 FYs prejudiced the Counties entitlements to these allocations. We therefore request the
Senate to address the matter with finality through the institutions involved so as it doesn't feature in the subsequent FYs'vertical
sharing of Revenue.

Provision
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Our proposal is further informed by the emerging

additional non-discretionary expenditures f or Counties

in the FY zoz4lz5. They include:

r. The lapsing of the Medical Equipment Services
(MES) Program - The last allocation to the MES

program amounted to Ksh.5.85 billion, this
being the maintenance and servicing costs.
However, Counties need to acquire and install
new machines as well as take up the cost of MRI

and CT Scan machines costs from the next FY

from their own budgets.
z. National government priority

proiects/Programs such as:

2.1 County Aggregation and lndustrial Parks
(CAlPs) is being implemented jointly by the
National and County governments on a

5o:50 matching basis. Counties are
therefore required to allocate Ksh.rt.75
billion from their budgets for the CAlPs.

z.u The Community Health Promoters (CHPs)

program as well being implemented on a
matching basis of 50:50 between the two
levels of govemment also requires an

4



additional contribution as stipends of at
least Ksh. ,,2)4,93o,ooo.oo in the next FY.

2.3 The new Housing Levy deductions will
further increase Counties expenditure by a
minimum of approximately Ksh.4B.

j. New National Social Security Fund will cost the
Counties an additional Ksh.3B approximately.

4. The new Social Health lnsurance Fund
contributions - the new Act requires Counties
to pay for indigents who are yet to be
determined or their actual numbers known.

5. Annual salary increments
6. Recently transferred Library and Museum

functions - only funds for Personnel
Emoluments were transferred without the
development budget.

7. The cost of implementing the doctors CBA upon
payment of arrears is estimated at Ksh.5.8
billion and needs to be factored.

5

COUNCIL OF COVERNORS



COUNCIL OF GOVERNORS

ScHEDULE (AMENDED)

ALLOCATION OF REVENUE RAISED NATIONALLY BETWEEN THE NATIONAL GOVERNMENT AND COUNry GOVERNMENTS FOR THE

FtNANCIAL YEAR 2o24l25

I ln ddiusting the base of equitable share from Ksh;8S.q billion to Ksh 1.l+.qg billion by deducting RMLF, the Notional Assembly erred in law

and in fact thereby ueating a false impression that Counties hove been enioying proceeds from the fuel levy fund. RMLF being a fund
collected separate from ordinory $harable) revenue does notform on item under Division of Revenue.

Conclusion

We urge the Senate to remain steadfast in protecting the interests of the County governments even as you consider the Division of Revenue
Bill,2024. The Council assures you of our continued support and collaboration in the best interests of the Counties and the people we serve.

6

Type/Level of Allocation Amount in Kshs. Percentage (%) of FY zozolzr audited
and approved Revenue i.e.,
Kshs.r,57o,562,945,o14

A. Total Sharable Revenue 2,948,123,5O5,582

B. National Government 2,5OO,77O,690,857

C. Equalization Fund 7,852,814,125 o.5o 7"

D. County Equitable Share 439r5OO,OOO,OOO 27.98?,
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FINANCIAL IMPLICATIONS FOR COUNTIES ON IMPLEMENTATION OF THE DOCTORS CBA

lntroduction

ln2c17 the Health Sector experienced industrial unrest of the Doctors that lasted roo days. A
Return-To-Work-Formula was signed on 14th March zorT outlining how the demands raised by
the doctors shall be imPlemented. Key among them was the Collective Bargaining Agreement
(CBA) which was executed in July 2017 with the KMPDU and deposited at the Employment
and Labour Relations Court.

County Governments executed the CBA with an understanding that the NationalTreasury will
avail the increment in the basic pay to county governments. Since 2o17 to date, the deficit/
arrears of approximately 3.58 accrued by County Governments has never been settled,
However, the National Government has offered to pay the Ksh.3.5B arrears in a one-off
settlement.

lmplications of payment of the Arrears by the Nationat Government

Payment of arrears legitimizes the CBA entered in zotT and therefore, Counties will be
required to absorb the new salaries as negotiated and additional expenditure on statutory
deductions onwards. They include: NSSF, Housing Levy, Pension and the annual basic salary
increment to a tune of approximately Ksh.5.8 biltion in the next Fy as illustrated in the
attached table.

EXPENDITURE ON IMPLEMENTATIoN oF THE 2oI7
DOCTORS CBA

Item Descri tion
No. of Doctors 5,6oo
Basic Sala ry lncrement Variance 71 1 7

1 8,267
New Gross Sala 474,267

Annual Total Cost (Kshs.)
Salar increment cost 4,781,7 jo,4oo
NSSF 72, 76,ooo
H ousi Le 1,726,2 6
Pension 111,262, 6o
Sub-Total ,64 't5,zt6
Annual Statuto lncrement r6 ,2 9,456

Sr812r6t41672

New Basic Salary

ry

TOTAL. ANNUAL



cOU NT I E5 MONTH TY EX P E N D TU R E oN HoUs I NG tEVY, N ssF A N D F U E L (AMoU NT I N KS H
COUNTY HOUSING TEVY DEDUCTIONS NEW NSSF DEDUCTIONS

1 Baringo 7,488,607.00 5,612,340.00
5,902,563.80 5,943,050.00
6,s 18,996.9s 3,670,560.00

4 7,799,L86.9L 4,564,730.00
Elgeyo/Marakwet 5,420,746.62 4,835 211.00

6 Embu 3,449,548.00 1,953 000.00
Garissa 4,424,705.76 3,012,840.00

8 Homa Bay 17,59t,O9I.24 12,678,600.00
9 lsiolo 4,88L,473.70 2,789,840.00

10 10.000,720.00 8,555 800.00
11 Kakamega 6,851,061.05 6,402,600.00
72 Kericho 7,s39,253.00 6 358,480.00
13 Kiambu 16 301,145.00 8,987 640.00
74 Kilifi 5,521,684.25 3,848,700.00
15 Kirinyaga 5,402,289.80 3,475,600.00
16 Kisii L7,7t5,287.30 9,077,040.00
t7 Kisumu 10,693,013.60 9,426,280.00
18 Kitui 5,3tt,t42.47 4,695,840.00

7,823,607.L0 4,259,140.00
20 Laikipia 8 12L,322.00 s,489,563.00
21 Lamu 4,2L9,438.I5 2,039,250.00
22 Machakos 7,8t2,753.72 6,292,440.00
23 Makueni 4,550,813.00 3,t22,280.00
24 Mandera 10,021,945.00 7,895,240.00
25 Marsabit 7,898,746.67 6 647,829.00
26 Meru 5,210,306.91 4,000,680.00
)7

7 084,676.30 4,015,400.00
28 Mombasa 6,981.060.55 4,159 080.00
29 4,838,548.87 4,379,760.00
30 Nairobl City 77 461,803.00 15,597,070.00
31 Nakuru 6,882,385.67 3,573,000.00
32 Nandi 4,884,054.60 4,555,440.00
33 Narok 4,991,680.65 4,849,07t.00
34 Nyamira 7,466,135.50 7,082,640.00
35 Nyandarua 2,6L3,474.50 1,782,720.oo
36 Nyeri 8,246 500.00 5,O24 980.00
37 Sa mburu 5,878,99L.72 5 667,551.20
38 3,498,478.64 2,330,500.75
39 Taita/Taveta 13,772,755.90 5,312,160.00

Tana River 4,048,482.80 3,177,213.40
4t Tharaka-Nithi 2,992 357.00 2,47t,760.00
42 Trans Nzoia 3,952,133.39 3,69L,577.t8
43 Turkana s,004,838.65 4,243,500.00
44 Uasln Gishu 9,293 013.60 8,426 280.00
45 9 293,013.60 2,200,000.00
46 9,688,787.00 7,676,640.00
47 West Pokot s,355,201.40 4,087,t20.o0

TOTAL 337,708,O21.L4 250,148,046.53

a

2 Bomet

3 Bungoma

Busia

5

7

Kajiado

19 Kwa le

Migori

Murang'a

Slaya

40

Vihiga

Wajir



COUNTIES MONTHTY EXPENDITURE ON HOUSING TEW NSSF AND FUEL (AMOUNT IN KSH)

COUNTY HOUSING IEVY DEDUCTIONS NEW NSSF DEDUCTTONS

ANNUAT ESTIMATES

(12 MONTHS TOTATI
4,052,496,253.68 3,001,776,558.36

II
I



onditional Grant on Pa ment of Communi Health Promoters' CHPs sti endl
County # of CHPs Per County

Zli,lzoz)

1 Baringo 2,127 63,8to,ooo.oo
2 Bomet 2,469 74,O7O,OOO.OO

) Bungoma J,580
4 Bus ia 2r213 66,J9o,ooo.oo

Elgeyo Marakwe' 1,240 37,2OO,OOO,OO
6 Embu 2rO1O

7 Garissa 2,484 74,52O,OOO.OO
8 Homa Bay 2,954 88,62o,ooo.oo
9 lsiolo 721
10 Kajiado 1,669 5O,O7O,OOO.OO
't1 Kakamega 127,5OO,OOO.OO

12 Kericho 1,523 45,6gO,ooo.oo
13 Kiambu ),156 94,68o,ooo.oo
14 Kilifi 3,870 116,1OO,OOO.OO

15 Kirinyaga 1,222 36,66o,ooo.oo
t6 Kisii 2'94o 88,2oo,ooo.oo
17 Kisumu 2,998 89,94o,ooo.oo
r8 2,470 74,1OO,OOO.OO
19 Kwale 1,738 52,14O,OOO.OO

Laikipia 84r 25,23O,OOO.OO
21 484 14,52O,OOO.OO

22 Machakos 2,775 83,z5o,ooo.oo
2) Makueni 3,790 113,7OO,OOO.OO

Mandera 618 18,54o,ooo.oo
25 M a rsa bit 2,O03 6o,o9o,ooo.oo
z6 3,7't6 1tt,48o,ooo.oo
), Migori 2,946 88,38o,ooo.oo
28 Mombasa 2,387 71,61O,OOO,OO
29 Murang'a 1,535 46,o5o,ooo.oo
lo Nairobi City 7,467 224,O1O,OOO.OO

31 Nakuru 3,313 9g,3go,ooo.oo
)z Nandi ),222 96,66o,ooo.oo
33 Narok 1,66O 49,8oo,ooo.oo
34 Nyamira 1,479 44,37O,OOO.OO
35 Nyandarua 1387 41,61o,ooo.oo
36 Nyeri 2,475 74,25O,OOO,OO
37 Samburu 1,538 46,14o,ooo.oo
38 Siaya 2,127 63,8to,ooo.oo

I County Allocation Per Financial
Year (KES)

't07,4oo,ooo.oo

L
6o,3oo,ooo.oo

21,63O,OOO.OO

4,250

Kitui

20

Lamu

24

Meru



39 Taita Taveta 1,369 41,O7O,OOO.OO

4o Tana River 963 28,89o,ooo.oo
41 Tharaka Nithi 1,265 37,95O,OOO.OO

42 Trans Nzoia 2,24o 57,zoo,ooo.oo
43 Turkana 2,475 74,25O,OOO.OO

44 Uasin Gishu 2,O55 5r,98o,ooo.oo
45 Vihiga 1,446 43,38O,OOO.OO

46 Wajir 2rO27 6o,8to,ooo,oo
47 West Pokot 2,583 77,49O,OOO.OO

1o7,8)1 3,234,g3O,OOO.OOTOTAL



COUNTY AGGREGATTON AND TNDUSTRIAL PARKs (cAIPs) coNDITIoNAL GRANT

Name of County County Counterpart
Contribution (KsHs)

National Government
Allocatio n (KSHs)

Total Allocation

Busia 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Embu 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Garissa 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Homabav 25O,OOO,OOO.OO 25O,OOO,OOO,OO 5OO,OOO,OOO,OO
Kirinyaga 25OTOOO,OOO.OO 25OTOOO,OOO.OO 5OOTOOO,OOO,OO
Meru 25O,OOO ooo.oo 2 o,ooo,ooo.oo oo,ooo,ooo.oo
Mombasa 25O,0OO,O0O,OO

Muranga 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO,OO
Nakuru 25O,OOOTOOO.OO 25O,OOO,OOO.OO JOO,OOO,OOO.OO

25O,OOO,OOO.OO 25O,OOO,OOO.OO JOO,OOO,OOO.OO
Nyamira 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO

Irera 25O,OOOTOOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Uasin Gishu 25O,OOO,OOO.OO

5OO,OOO,OOO.OO
rVligori 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO,OO
Kiambu 25OTOOO,OOO.OO 25O,OOO,OOO.OO SOO,OOO,OOO,OO
Baringo 25O,OOO ,ooo.oo 25O,OOO,OOO,OO 5OO,OOO,OOO.OO
Bomet 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Bungoma 25O,OOO,OOO.OO 25O,OOO,OOO,OO 5OO,OOO,OOO.OO
Elgeyo Marakwet 25O,9OO,OOO.OO 250,OOO,OOO.OO 5qo,ooo,ooo.oo
ls iolo 2SO,OgO,OOO,OO 2SOTOOO,OOO.OO 5OOrOOO,OOO.0o
Kajiado 25O,OOO,OOO.OO 2 o,ooo,ooo.oo 5OO,OOO,OOO.OO
Kakame ga 25O,OOOTOOO.OO

5OO,OOO,OOO,OO
Kericho 25O,OOO,OOO.OO 5OO,OOO,OOO,OO
Kilifi 2 o,ooo ooo.oo 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Kisii 5O,OOO,OOO.OO
Kisumu 25O,OOO,OOO,OO 25O,OOO,OOO.OO 500 ooo,0o0.oo
Kitui 25O,OOO,OOO.OO 2 o ooo ooo,oo oo ooo ooo.00
Laikipia 25O,OOO,OOO.OO 25O,OOO,OOO.OO

Lamu 25O,OOO,OOO.OO 5OO,OOO,OOO,OO
Machakos 25OTOOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Mandera 25O,OOO ooo.oo 25O,OOO,OOO.OO oo,ooo,ooo.oo
Narok 25OTOOO,OOO.OO

5OO,gOO,OOO.OO
Nyandarua 25O,OOO ,ooo.oo 25O,OOO,OOO,OO 5OO,OOO,OOO.OO
N1'eri 25O,OOO,OOO,OO 25O,OOO,OOO.OO 50O,OOO,OOO,OO

25O,OOO,OOO.OO 25OTOOOTOOO,OO loorooo,ooo.oo
Taita Taveta 25O,OOO,OOO.OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Tharaka Nithi 25O,OOO,OOO,OO 25O,OOO,OOO.OO 5OO,OOO,OOO.OO
Trans Nzoia 25OTOOO,OOO.OO 25O,OOO,0OO.OO 5OqTOOO,OOO.OO

25O,OOO,OOO,OO 5OO,OOO,0oo,oo

Nandi

25O,OOO,OOO.OO

25O,OOO,OOO.OO

25O,OOO,OOO.OO

25O,OOO,OOO.OO 5OO,OOO,OOO.OO

5OO,OOO,OOO.OO
25O,OOO,OOO.OO

25O,OOO,OOO.OO

Samburu



Vt!ig" 25O,OOO,OOO.OO 25O,OOO,OOO.OO oo,ooo ,ooo.oo
o ooo ooo.oo 2 o ooo ooo.oo

Nairobi 25O,OOO ,ooo.oo 25O,OOO ooo.oo 5OOrOOO,0oo.oo
Makueni ) o ooo oo0.oo 5OO,OOO,OOO.OO
Marsabit 2SO,OOO,OOO.OO 2 o ooo oo0.oo oo ooo ooo.oo
Kwale 25O,OOO,OOO.OO 25O,OOO,OOO,OO 500 ooo ooo.oo
Tana River 25O,OOO,OOO.OO 25OTOOO,OOO.OO oo ooo ooo.oo
West Pokot 25O,OOO,OOO.OO 25O,OOO,OOO.OO
Turkana 2 o ooo ooo.oo oo ooo ooo.oo
TOTAL 1t o ooo ooo 11 o ooo ooo 2J,5OO,OOOTOOO.OO

Waiir
5OO,OOO,OOO.OO

25O,OOO,OOO.OO

5OO,OOO,OOO.OO
25O,OOO,OOO.OO



COUNTY

MES(p.a); Theatre,
CSSD,Renal,lCU and
Radlology) CT-S<an (p.a) MR|(pa) MRI & CT Scan TOTAT COST (p.a)

Barlngo County 93,325,r4o.4o o o 93,325,r{o4O
Bomet County 93,375,14o.36 ro,810,81o.81 o 1o,8ro,8ro.81 1o4,t r,g5t.|7
BunSoma County 1o7 3)6 ,7)6 .8o o o to71316,716.8o
Busla County 93,325,140,)6 1o,8io,8ro.81 o 1O,81O,8rO.81 1O4,135,9r1,17
Elgeyo Marekwet
County 1o7 ,552,736 .76 1o,8ro,81o.81 o ro,8io,8io.81 1tE,16r,547.57
Embu County 1'.t4,761,741.96 ro,81o,8ro.8'l r6,ooo,ooo 26,8ro,81o.8r 141,571,5r2.n
Garbra County 1'14,761,741.96 ro,81o,81o,81 r6,ooo,ooo 26,81o,8io.8i 141,572,552.n
Horna Bay County 93 ,325 ,14o .44 o ,6,ooo,ooo t6,ooo,ooo.oo 1O9,r25,14O44
lslolo County 93325,140.36 1o,81o,81o,81 o 1o,8ro,8io.81 ro{,135,95r.r7
Kallado County 91,325,14o.4o o o 93,325,14o40
Kakamcga County 114,761,743.96 1o,81o,8io.8i 16,ooo,ooo 26,8io,81o.8i 141,572,551.n
Xerlcho County 1o7,552,736.76 1O,8iO,8rO.8t o ro,8ro,8ro.8i l[8i6r,547.57
Klambu County 130,o62,r35.56 1o,8ro,81o.81 32,Ooo,OOO 42,8rO,81O,81 172,E72,916,.37
Xlllfl County 93,325,140.4o 1o,810,8ro.8i l5,OOO,OOO 26,8io,8io.81 r2o,r35,95r.2'l
Klrlnyaga County 1o2,939,257 .56 ro,8ro,81o.81 o ro,81o,8ro.8i 11rr75O1068.37
Klsll County 1)4,459,614.76 1o,8ro,8ro.8i 15,ooo,ooo 26,8ro,81o.8r 161,27OA25.5?
Klsumu County 114,761,74).96 'ro,8ro,81o.8r r5,ooo,ooo 26,8io,8ro.81 111,572r55+n
Kltul County 93325,14o.4o o o 9r,325,t4o4o
Xwale County 114,761,744.oo o o |J1,761,74+OO
Lalklpla County 93,125,14o.4o o o 9),325,14o40
Lamu County 1o7,5t2,736.76 io,8ro,8ro.8i o 1O,8iO,81O.81 ln6,16r,54?.57
Machakos County 128,989,34o.0o o r6,ooo,obo l6,OOO,OOO.OO i{{,989,3{o.oo
Makuenl County 9),325,140.36 1o,8ro,81o.81 o 1o,8ro,8ro.8i 1o4,135,951.17
Mandera County 1o7,552136.76 1o,8ro,8ro.8i o 1o,81o,8ro,81 118863,517,5?
Meru County 134,675,614.8o o l6,OOO,OOO l6,OOO,OOO.OO r50;675,614,80
Mlgorl County 9),325,14o .)6 io,8io,8io.81 o io,810,81o.8r 1o4,.135,951,17

Marsablt County 1o7 ,552,736 .76 1o,81o,8io.8i o 1O,81O,8rO.81 1tE,16r,517,57
Mombasa (ounty 128,989,319.95 io,8ro,81o.81 t6,ooo,ooo 26,8ro,81o,81 155|EOO,tso.n
Murang'a County 1o7,552,736.76 ro,81oi8ro.8r 16,ooo,ooo 25,8ro,8io.81 134i6),517.57
Nalrobl County 93,325,r4o.4o o r6,ooopoo r6,ooo,ooo.oo. 1O9r325rt4o40
Nakuru County 134,675$14.76 !o,81o,81o.8r l6,OOO,OOO 26,8io,8io.8r 16tA86Az5,.Sl
Nandl County 9),325,140.36 1o,8io,8ro.8r r6,ooo,ooo 26,8ro,8io.81 12O,t)5,951.17
Narok County 114,761,743.96 ro,8io,81o.81 o ro,81o,81o.8'l 12r,572,551.n
Nyamlra County 117 i66 ,853.96 1o,8ro,8io.8r o 1o,81o,8io,8r 127,9n,664.n
Nyandarua County 9)325,14o.)6 io,81o,81o.81 o ro,8ro,8io.81 101,135,951.17
Nyerl County 114,761,74).96 ro,8ro,8ro.81 16,ooo,ooo 26,8io,8ro,8r 14r,572,554.n
Samburu County 1o7 ,552,736 .76 1o,81o,8io.8r o 1O,81O,81O.81 18,36r,547,57
Slaya County 1o7 ,552,736 .76 1o,8ro,8ro.8t 1o,8io,81o.81 118,163,51? .Sl
Talta Taveta €ounty 1o7,552,7)6.76 ro,81o,81o.81 o 1o,8ro,8io.8r t[EB6r,54t.5l
Tana Rlver County 1o7 ,552,736 .76 1o,8ro,8ro.8r o 1o,81o,81o.81 ll8,363,547.57
Tharaka l{hhl County 1o7,552,7)6.76 !o,8io,8ro.81 o 1o,8ro,8ro.8.l 118,16),541 .Sl
Trarc Nzoh County 93,325,14o.36 io,8ro,8ro.8i r6,ooo,ooo 26,81o,8ro.81 12O,1rr,95t.17
Turkana County 93,325,140.)6 r0,81o,810.81 o 1o,8ro,81o.81 104,135,951.17
Uasln 6lshu County 88,7r1,66i.6o o o 6617flr66r,60
Vlhlga County 9),325,140 .36 io,8io,8ro.8r o ro,81o,8ro.8r to{,rr5,95r,!7
Wallr County 1o7 ,552,736 .76 ro,81o,8i0.81 o ro,81o,81o.81 11E86r,547 .5?
Wcst Pokot County 93,]25,140.40 o o 9r,r25,t4o.4o

GRAND TOTAL 4,981,823,74148 378,178,378.r5 2SSrooorooo,oo 666A18,318.r, 516{812otrlr9.8,

o
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Fonrm (cArl b thc coordinarrng *uy of the 47 county

AssembliesinKenya.ThcprimarymandateofCAFistopromoEnetv,orkingandsynergy

amongsrc4TCountyAssemblies,.-.*."intergovemmentalrehtiorrsanderrhame

goodpracticeinlegislativedevelopmenLOrrrMissionistoprovidee[fectiveleadership

and coondination of the 47 county **;;; and through policy and legislative action'

Prcmote"-,.uuo,"working".,oo*"*forallitsmembers,andinthatwaydeliver
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The prinripal o$ect of tris Bill is to provide fo .r€d by Articte 218
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of KSh' gZas Ui[ion;ocated in the financial year nbllL

|nFl?galz|,tlreDivisionofRevenueAcL2023,allocated,*.T.nbilliontocounty
govemoents",*'*o*sharaThis,*"0'."*dedlGtt.l0.gbillionbeingproceeds
rrom the Road ;; Fuel Levy ,*;;;'*' 425 mfion for Trans(er of ubrarv

**ic,-.*" ;;., on. 425 million was attendant rcsources for the personnel
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2'5' The RMFI. which was i"iu"ffiffiiiffiXh-anoc"tion to counry govemments for

maintenance of county roads, was fotded up to be part of county govemmenls equitabte
share in FY202l/22.However, the nadonal and county govemmenb coordinatingsu,mit
meeting held on l0th - l2th February, 2023 resolved that RMFL allocation lo counties shall
be considered i^ W 2024/E through a restructured prtlcess. Further to this, a coruensus
has been built those attendant resources for RMFL be hansferred to county governmen*
as conditional allocations beginning Fy ZOZ4/ZS.

2'6' Taking into account these policy developments, the equitable share base has been revised
from I(Sh' 3&5-4 billion allocated to counties inFY 2oz3/24, by netting off KSh. 10.9 billion
related to RMFL ro IGh.374.5 billion.
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3.3.

3.4.

3.5.
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31, CAF appreciates the opportunity to conbibute to this Bill and based on the foregoing notes the

following bc supportal wtth thc annaeil rcport)r

tr at'tlrE o, rtrY^

GENERAL COMMENTS.

Thc trend of rising nominat amounb of equitable share, iuxtaposcd with a declining P€rcentaSe

of total sharable rcvcnue ovcr the years, raises Goncerrs about the adequacy of funding for

county GovemmenB. To cruurc parity and maintain effective service delivery, ifs

recommcnded that the allocation to county Government Equitable share shoutd be

approximately Ksh 460 billion.

The issue of debt servicing crowding out revenue to counties underrores the need for rigorors

oversightby the Senate over public debt managemenL Failure to address this could sigrrfficandy

impact Ere ability of counties to fulfilt their mandates and deliver essential services to citizens'

Discrepancies in the county equitable share as a percentage of audited revenue between different

years, as well as differences between the figure deducted by the Treasury and the CRA'

highlight inconsistencies that need urgent attention. Clarity and coruistency in drese allocations

are cmcial for effective planning and budgeting at the county level'

The deduction of RMFL from last year's Equiable share, with variatioru between deducbuns

made by the Treasury and the cRA, requires tsansPar€nt and accountabte handling' The

conditional allocation of these funds to countie from FY N24lz5 should be managed with

clarity and faimess to ersure effective utilization for road maintsnance PuPoses.

Delays in the review and approval process of the Audibr C,eneral's reports impede the National

Treasury's ability to gse updad and accurate revenue fig*o. The National Assembly should

expedie these processes to enable timely and inforsred decision-making regarding the Division

of Revenue Bill.

Approval of the DORB 2024 shoutd be contingent upon the National Treasury addressing

irrconsis6ncie and dirrepancies tlnt undermine the overall haruparency of the bill Ensudng

clarity and accqracy in the allocation and utilisation of funds is essential for footering public trust

and confiderre in the devolved system of goverunc€'
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I.O. ISSUES OF CONCERN ON TI{E DRAFT DIVISION OF REVENU E BILL 2024
The Draft Division of Revenue Bill 2024 raises several critical issues that warrant attention and immediate
action to ensure effective governance and equitable distribution of resources to county governmm6. These
issues are as follows:

). N Dry OFR TIO B o FOR

4'1' Declining Equitable share Percentage Despite nominal increases in equitable share amounts, the
Pert€ntage of equitable share as compared to hohl sharable revenue has been on a downward Emd over
the years' tt it a*Ur," could poEntially undermine ttre capacity of county govemmenb to deliver 

'

essential services to their corutifuents.
d2 Debt sen'icing crowding out County Revenue: Debt servicing obligatioru are increasingly

encroaching upon the r€venue allocaM to counties, posing a significant challenge to the effective
functioning of devolved govemments. The excessive allocation trowards debt servicing could impede the
ability of county governmmts to address local needs and priorities.

tut' Discrepaacies in County Equitable share Percentage: Dirrepancies persist in the equitabte share
allocated to counties as a Percentage of audiEd revenue accounts in the Division of Revenue Allocation

. (DoRA) compared to previous years. These incoruistencies could lead tro disparities in resou-rce allocation

'rmong 
counties, Potentially exacerbating inequality and hindering equitable developmenL

lL4' Issues with Road Mainlenance Fuel Lely (Rlifft) Allocation: The deduction of Road Maintenance Fuel
levy ftom last yeat's Equitable Share, with differences in amounts deducted by the Treasury and the
Commission on Revenue Allocation (CRA), raises concerns about transparency and consistency in
revenue allocation Additionally, variatioru in audited revenue figures between years furtrer complicate
the allocation pr<ress.

Based on ordinary revenue projection of Ksh 2,948,1 billion i^ Fy 2oz4/zs, it is proposed that IGh
2,il9.1 billi,on be allocated to National Govemment, Ksh 391.1 billion to County Govemurenb as
equitable revenue share and IGh 7.87 billiontottre Equatization Funcl. The NntionalTreasury propces
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52.
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to turther allocarc IGh 3.53 bifUon to d,ffiirffiffifrFilnd in FY 2024/E aspartial payment to arrears

6or Equalization Fund.

cAF supports the proposal by the Council of Govemors (coc) to increase the county cronemments'

equitabte share from the proposed IGh 391 billion to lch 450 billion' This adiustment is deemed

necessary due to the anticipahd irrcrease in expenditure burden (or county govemmmb in the

upcoming fiscal year. Factors conhibuting ho this increased burden include the continuation of the

Medical Equipment services (Mes) Program, financing fifty percent ($%) of county Aggregation and

Industrial Parks (CAIPs), new contributions to the National Social Security Fund (NSs$' new

contributioru to the Social Heal0r Insurance Fund, and the assumption of costs for transferred

Museums and Libraries. Increasing the equitable share to Ksh 450 billion would p'o'ld" county

govemments with the necessary financial resources to effectively deliver public services at the county

levels.

InconclrrsiooCAFemPhasizestheimportarrceofequitableandsustainableresourceallocationtocotutty

goverrurrents O faciliAte the delivery of essential public services and promote socio-economic development at

the grassroots level The proposed adiustments and recommendations outlined in this position aim to address

the pressing needs and challenges facing county Sovemments in the fiscat year2024l?5.'

Page 5

CAF recommmds that 15% of the Roads Maintmance Levy Fund (RMLF), estimated at Ksh 1052

biltion fior the lixalyear ZfiZ4l5,beallocated to county Sovernments as part of their equitable share

This allocation would be specifically designated for the maintenance of county roads' Furtherurore'

cAF urges Parliament to review legislation Passd before 2010, such as the Road Mainurance t'evy

Fund Act, 1993; Kenya Roads Boards AcL 199; and Kenya Roads Act of 2Ix)Z b aliSF them with the

devolved system of govemarrce. Aligning these laws would enhance the effectiveness of courty

governments in managing and unintaining road infrastructure within treir iurisdictions'

CAF acknowledges the efforts by the National Treasury to suPPort county governments in entrancing

their ov.,n Source Revenue (o6R). Activities such as the enactment of the National Rttitg BilL fte

coung Revenue Raising Process Bill, and the development of a model Tariffs and Pricing Policy for

use by county govemments are stePs in the right direction. cAF encouraSes the NationalTreasury to

expedite the implemmtation of these initiatives to emPower county governments to Senerate revenue

l6cally and reduce dependency on equitable share allocations'
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f,ECOMMENDATIONS

To eddrtsr tlrcsc hrce end cnruc [drrc rnd trrnrprnncy h nrourre elhcetirn scrrcrrl mcommcndr&nc
ere prcpoccd:

6'l'tocrcuc ln Couoty GoYanrn:ril Equltrblc shrr.c: Il b rxoarmendcd Uut rha elbcrlion b Gounty
Governarcnt EqultrbLgurt bc rdprbd bepproxioeEly Krh a50 biltion to mlhhln pedty end sup,port
the deltnry of darohrcd *rvlccr dftcdvcty.

62ovcrlthl on hbllc Iktt Menrg:ocat ltrc Smrtt rhflld exertise rcbut orrcright o,cr prblic dcbt
maqgeil b olrtrE C! inprrddcba *rrdctrg m btrl shuceHe revrnuc end srtcturrd thc in6lgls
of courtygovrmrElb.

63'Erpcdllcd kvl:rr of OAG fcpo& Thc Nrlionel rtsrcorbly shorld expedle the rwhw end appmval

Ploccls of 0rG OrfuG of dE Audfbr G.nctrrt (oAq rupostl b cnsun timely ecess b atrlnh finrnch!
drtr, prwcntLrg thc rrre olqtdrbd figuru ln tsytlutc r$6smsrL

6'aCotdqg:uAgprurrtof DOIa,&&Apprvdof thc Dtvisirnof Revenuc 8ilzilrhodd bccurtingent
uponlluNrtbnrlTnrJryrddlrrritrylruttlrEcicrrtddlrrepancleslh.turdermimrheurruparcrry

end ctrccdurru orth. Bll[ 0r.rtby ppmoiht r{oountrbi[ty.d good govcrnerrc.
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Email: info@cra.go.ke
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eStt Floor
P.O. Box 13ro - oo2oo
NAIROBI

COMMISSION ON REVENI,IE ALLOCATION

OURREF: CRA/CSO/P&S /rrlVOL. rV(S8) DATE: zzAprizoz4

Mr. JeremiahM. Nyegenye, CBS
Clerk ofthe Senate
Parliament Buildings
end Floor, County House
NAIROBI.

Dear Mr. Nyegenye

INVTTATION TO A MEETING TO STTBMTT VIEWS ON THE DTYISION OF
REVENUEBILL, zoz4 (NATIONALASSEMBLYBILIS NO. 14 OF zoz+)

Reference is made to your letter, Ref. SEN/DSEC/F&B/zozq/SZ}) dated 8tl April, zoz4 on ttre
above captioned matter and your invitation to attend tle Committee sitting rescheduled for z3
April zoz4. Attached, are tle Commission views on the Divison of Revenue Bill, zoz4 for the
Committee's consideration.

Yours Sincerely

(^---
)l

Koitamet Ole Kina
VICE CIIAIRPERSON

Att/o1
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Attachment 0l

Promoting an Equitable Societg

The Commission has coneideredthe contents of the Division of Revenue BilI
(DORB) and submits tJ:e following comments on the Bill for consideration:

r. County equitable share allocation

Schedule (s.+) and Table r, pg. 6 of the Division of Revenue BiIl, zoz4 dlocates the county
governments an equitable share of IGh. 39r.r billion for the Y{ zoz4lz5. The county

equitable share adjustrrent as proposed by the National Treasury has remained low at
Ksh. r5.4 billion in the FY zozglz4 and Ksh. 16.6 billion inH{ zoz4lz5. This is despite
projected significant growth in ordinary revenues during these two financial years as

shown in Table r.

Table r: Shareable Revenue uis-a-uis County Equitable Share for the FYs
zozrf zzto zoz4/zg

*Actual
**Projected
***Based on county equitable share base of IGh.gZ+.S billion

The allocation to county governments in DORB, zoz4 of Ksh.39t billion translates to an

absolute increment of Ksh. 16.6 billion from tle adjusted equitable share of IGh. 37+.S'

l The National Treasury adjusted the equltable share allocation for FY 2023124 by Ksh.10.9 billlon RMLF allocated to

counties as equitable share for FY 2023124

Financial
Year

Ordinary
Revenue
(Ksh.
Billion)

County Equitable
Share (Ksh.
Billion)

Growth in
County
Equitable
Share (Ksh.
Billion)

zozt/zz L,917.9* 370
zozzlz3 2,O4!,t* 37o o

2023124 257]^.2** 530.1 385.4 15.4

zoz4/25 2,948.t** 376.9 391.1 16.6***

acffi
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Growth in
Ordinary
Revenue
(Ksh. Billion

r23.2
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billion. This is equivalent to a 4.3 per cent growth in shareable revenue for the FY
zoz4/25 to the county governments. The allocation to the national government of IGh.
2,S4g.tS billion for Financial year 2024/25 from an allocation of Ksh. 2,177,43 in
Financial year 2ozglz4 presents an increase of IGh 37t.7 billion to the national
government. This translates to a grour*r to national government equitable share of r7.r
percent.

The Commission is cognisant of other competing interests of the national government
such as debt service obligations apd containment of the fiscal deficit. These

notwithstanding, it is necessary that both levels of governments are adequately financed
to ensure that they are able to perform tle functions allocated to them.

The national govemment, as a matter of policy, has commenced implementation of the
following policies that require county governments to set aside an estimated Ksh.rZ.8B
billion:
i. Aggregation and Industrial Parks (CAIPs) that is being implemented jointly by

the National and County governments on a So:So matching basis. Each
county is required to set aside Ksh. z5o million. This translates to resource
requirement of Ksh.rr.75 billion by county governments;

ii. The Community Health Promoters (CHPs) is also being implemented on a

matching basis of 5o:So between the two levels of government. With each
health promoter required for every So households, county government require an
additional Ksh.3.z billion for stipend; and

iii. The Housing Levy deductions requires government to contribute one and half
percent of employee remuneration to the Fund. Given the aggregate county
government remuneration of Ksh. r95 billion, this translates to Ksh. e.93 billion.

The provision in the DORB, zoz4 of.IGh.r6.6 billion, as additional allocations to county
governments as equitable share does not cover the additional resources required by
county governments to implement even t}re national government initiated policies. It also
does not provide for additional resources required by the county governments for
expansion of other devolved functions.

The Commission in its FY 2o24l2; recommendation on the sharing of revenue between
the national and county governments, recorrmended that IGh.z,55e.o9 billion and IGh.

398.14 billion be allocated to the national and county governments as equitable shares,
resepctively. A further Ksh. 8.Zg was recommended for allocation to the Equalisation
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Fund. This was based on a revenue projection of Ksh.z,958.62 billion. This translates to - '

an additional allocation of IGh. Ksh. 22.54 billion from the adjusted equitable share

allocation to county governments of IGh. g75.63 billion. The proposal by the Commission

was a realistic figure to enable county governments adequately fund their functions and

offer comparable services. Parliament should therefore consider and redse the DORB,

zoz4 allocation to county governments from Ksh. g9r.r billion to IGh.398.r4 billion and

the allocation to national government to ksh. 2,54l.23billion.

z. Allocation to the Equalisation F\rnd

Schedule (s.+) of the Division of Revenue Bill zoz4 allocates Ksh. Z.8Z billion to the

Equalisation Fund for the FY zoz4/25 based on the latest audited approved accounts

amounting to Ksh. L,SZ1.4 billion for FY 2orgf2o, as per the records of the National

Treasury. However, the last audited revenue raised nationally, as approved by the

National Assembly is IGh r,67g billion. Although the National Treasury has indicated

that they have raised the issue of discrepancy of Ksh. roo billion with the Office of
Auditor-General and the Of6ce of the Auditor-General has since responded to the

National Treasury modifying the audited revenues for the F\ zorglzo to Ksh. r,578

billion, the National Assembly has not made a resolution on the issue to amend the

accounts for Financial year 2o:glzo. Given that the issue has not been resolved, the

Commission proposes that the allocation to Equalisation Fund for FY zoz4/25 be IGh.

8.32 billion being o.5 per cent of the last audited and approved accounts of Ksh. r,673

billion for FY 2olglzo.

g. Discrepancies in the audited revenue for purpose of Article zog(z) and
zo+(t)

Paragraph ro and 3z of the Bill notes that the Auditor-General has since modified the

audited revenues for the FY zotglzo to Ksh. r,578,o35,418,993.The Bill in Schedule

(S.+) for purposes of Article 2o3 (2) and zo+(r) uses IGh. r,573,4r8 million. In light of
the Auditor General's modification of the audited accounts to IGh. r,578,035,418,993, it
would be prudent that the Bill takes note of this change for purposes of Article 2o3 (2)

and zoa(r).

r The BPS submitted to Parliament has revised the revenue projection downwards by Ksh. 10.5 billion from Ksh. 2,958.6 to
Ksh. 2,948.1 billion.
! The Commisslon adjusted the equitable share allocatlon for F\ 2023124 by Ksh.9.8 billion RMLF alloc.ted to counties as

equitable share fot F\ 2O2Ol27
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4. Evaluation of the BiIl against Artide 203(1) of the Constitution

Table e, provides a list of the national interest items in accordance with Article

zog (rXa) which have been taken into consideration in estimating the division

of revenue between tle national and county levels of C'overnment in the

financial year zoz4/25. Paragraph 13 provides a detailed explanation of the

qualifuing criteria of the items stated as national interest. One of these items

stated as national interest is the national irrigation and fertilizer clearance

which has continued to receive significant revenue allocation between the FYs

2o2o/2r to zoz4lzg. This national interest item however only looks at the

enhancement of food and nutrition security from the angle of crop production.

Enhancement of food and nutrition securityhowever also invoives livestock and

fish production.

It is the Commission's view that the national interest item on national irrigation
and fertilizer clearance be enhanced to include support for livestock and fish
production. Conversely, the national interest item should be abolished

altogether since it does not provide an equitable consideration for all counties

in the division ofrevenue.

In Table 2, pg. 8, the Division of Revenue Bill zoz4 proposes to reduce the

allocation to pensions, constitutional salaries and others by a substantial

amount of Ksh. 29.6. ln explanation needs to be provided for such substantial

reduction.

ul. The Bill has in Table z item F captured the county equitable share in the FY

zozg/24 as Ksh.38o,645 million rat}er than IGh.385,425 million. firis needs

to be corrected.

.E/VD

I

lt.
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Memorandum to the Senate Standing Committee on Finance and Budget

Division of Revenue Bill,2024 (National Assembly Bill No. 14 of 2024)

Submitted on Wednesday, Aptil 10,20?A

Contact Person:
Dr. Abraham Rugo Muriu.

Country Manager, IBP Kenya

Email ionlllrrrtl() r('1. ( )

Mobile: +254721431083

Introduction
The Intemational Budget Partnership Kenya (IBP Kenya) is a Kenyan non-pro{it organization

working to advance transpareflcy, accountability, participation, and equity in national and county

budgeting processes. The Intemational Budget Partnership Kenya's (IBP Kenya) work is focused on

strengthening the impact of civil society advocacy and citizens on budget policies and outcomes at

both levels of govemance in Kenya. Through deep and sustained engagement, the IBP Kenya provides

support to build expertise and skills of civil society actors and citizens involved in budget advocacy.

Citizen advocacy, generation ofevidence, technical assistance, leaming, and networking are all integral

components of IBP Kenya's work.

Kenya has had a total of eleven Division of Revenue Bills since 2073 and throughout this period, the

National Executive and Parliament have engaged the public in the budget process in line with the

provisions of Articles 10, 1 18 (1) and 201 (a) of the Constirutjon on public participation. To the extent

that the Division of Revenue Btll 2024 enhances the ability of national and county govemments to

finance the services associated vrith the assigned functions outlined in the constitution of Kenya 2010,

we make the following submissions.

Submissions:

1. Unbundling and costing of devolved functions.

The division of revenue process is premised on Kenya's devolved system of govemment which

demands that national and county govemment both receive adequate resources to finance their

functions, according to the Fourth Schedule of the Constitution of Kenya 2010. The idea behind

decentraLisation was that full devolution was to be achieved over time, with the gtadual unbundling of
functions from the national govemment to county govemments.

Whilst several functions have been unbundled and devolved, a shrdy done by Inter-Govemmental

Relations and Technical Committee (IGRTC) on Emerging Issues on Transfer of Functions to

National and County Govemments indicated that the National Govemment is still performing some
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of the functions or certain aspects of them, despite the functions having been transferred to the county
govemments. This challenge is most evident in the functions of housing, libraries, museums, roads,

water, and agriculture. The process is further challenged by the fact the costing of functions was last

done at the onset of devolution. More than a decade later, using this costing as a basis for dividing
revenue among the functions of the different levels of government is bound to lead to the violation
of the constitutional 'funds follow functions' principle as the requirements of service delivery have

changed overtime.

$/e hold that as long as the division of functions between national and county governments remains

uncleat, and the costing of these functions remains outdated the division of revenue process iself
will lack the required certainty and accuracy needed to achieve its goal of ensuring adequate financing
of serrrice delivery at both levels of govemment as envisioned by Kenya's 2010 constin:don.

Recommendation: To address the above highlighted submission and ensure a credible basis upon
which the outcomes of the division of revenue process can be obiectively evaluated as fair, we
recommend that the fast-tra&ing of the process of unbundling of functions by supporting the process

that was already started by the Intergovemmental Technical Relations Committee. The BPS 2024 /25
only mentions plans for this transfer; however, it fails to provide on the progress, how this process

will be fast tracked, details on how this resolves ambigrities for the functions carried out by the county,
national and state-owned entities.

lffe further contend that the costing of functions should also be up&ted to reflect the current service

delivery demands, costs and economic realities faced by counties today. As the DOR Bill 2024 notes,
the baseline allocations to counties are informed by the costing of expenditure for devolved functions

at the onset of devolution.

2. Decline in the proportion of county equitable share.

Understan&bly, the achievement of the goals of devolution would requhe the gradual decentralisation
of finances i.e. more resources to county govemments, as clarity emerges on the full extent of county
functions. Therefore, the recent trends in the division of tevenue that show a decrease in the

proportion of funds going to county govemments from the shareable revenue seem to contradict the

spirit of devolution and the essence of the division of revenue process itself.

Data from prwious division of revenue act between 2020 and 2023 show that while the amount given

to county govemments has increased, the share of that amount in the total shareable revenue has

shrunk overtime. Table 1 shows that between 2020 md 2023, the absolute allocations to counties grew

by 27o/o from KSh.316 billion to KSh.385 billion. However, the corresponding hgure 1 shows that
over the same period the percenage of this allocation relative to the total shareable revenue each year

has fallen frcm 77o/o to 75o/o. Meanwhile, the percenage of the total revenue going to the national
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govemment has reason from 79o/o to 867o over the same period. In the current division of revenue

bll of 2024, the proposed equitable share to counties will fall to 1370 of overall shareable revenue.

Table 1: The declining county ehare of total ahateable ievenue Fy 2020/21-2024/25

Source: Division of Revenue Acta 2020-2023 and DORB 2024

Figute t The decline in county proportion of shateable tevenue.
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Sosrcc: Diaision otRnnnae Acts 2020 - 202, and DOPJB 2021

Recommendation: To ensure that counties are able to meet evolving service delivery needs and fulfil
their functions, we ask the Senate to investigate the cause of the decline in relative funding to county

govemments compared to the national government. This is taking into consideration that the national

share does not include the Consolidated Fund Services.

3. Basis for the Division of Revenue

As the Division of Revenue Bil of 2024 highlight several bases upon which the bill is premised, in
accordance with Article 203 of the COK 2010, the section below conains our submissions with regard

Allocation (Ksh. Billion)

FY
20m/21

FY
2021/22

FY
2022/23

FY
2023/24

FY
20u/25*

National Govemment Share 1,533.,10 1,398.80 1,764.1,0 2,177.36 2,549.15

Equalization Fund 6.69 6.83 7.01 8.31 7.85

County Govemment-Equitable Share 316.50 370.00 370.00 385.43 391.12

Total Shareable Revenue 1,849.90 2,741.58 2,577.16 2,948.721,775.62
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The Growth Factor for Equitable ShareA

Equiable share to counties continues to be pegged on the growth of total revenue as opposed the
priorities of county govemments. Accordingly, the county equitable share is proposed to increase to
Ksh. 391 billion in FY 2024 / 25 in line with the 1570 increase in targeted revenue collection by national
govemment of Ksh. 377 billion. Two challenges have emerged with this approach:

- One as shown by table 2, is the shifting basis upon which the revenue growth factor has

been made overtime according to division of revenue bills and Acts from the past. This is
range from the three average gro*th in inflation or ordinary revenue to economic growth.
In the last two financial years, the revenue growth factors simply been based on the

expected growth and revenue in the coming frrancial year, which creates a further
challenge for service deLivery in the context of recent in-year underperformance of
revenue.

- A further challenge with the revenue growth factor approach is that the equitable share

then becomes pegged on the availability of resourcee as opposed to the costing and

developmental needs of counties. As a result, the ability of counties to fulfil their functions

as outlined in the Fourth Schedule of the Constirution is put at risk.

Table 2: The shifting basis of the growth factor for the equitable share.

7

2

Year

2015/ 16

2016 / 17

2017 /18

2018/ 19

2019 /20

2020/ 21

2021 /22
2022/21

National
Treasury

10.400h

1 .80vo

6.700k

4.00%

2.000h

0.00%

3.20o/o

CRA

3-Ycar average

glowth in
ordinary revcnue

3-Yeat aYerage

growth in
o:dinary rcvenue
3-Year aver:rge

ggowth in
ordinary revenue

3-Year average

infletion
3-Year avcrage
inflatit>n
The country's 3-
yaar Q016-2018)
averege

economic
gowth
Not Clear

Not clear

Netionel
Trcesury
3-Year average

growth in
ordinary revenuc

Not pnrridcd

3-Year average

m()nth ()n m()nth
inllation

Not Clcar

Not Clcar

Not Clcar

N()t clcar
Nr>t clcar

3

4

5

6

7

8

Ptopoced RseaueBasis for
Growth

to some of them. These attempt to evaluate the credibility of the basis for the Division of Revenue,

and the adherence of the DORB 2024 to Article 203 of the COK 2010.

CRA

10.40,k

15.000k

15.00%

8.50%

6.90"h

5.7V/o

3.zyh

Propoecd Gounh
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Kenya

Pnrjected
fflcrcasc
levcnue

N()t clcaf

Projected
10 60k mcrease

rev€nuc
Not clear

Sotrcc: Division oJ Ramtc Bill and Acts aariots issncs.

Recommendation: lVe recommended the Senate determine the specific basis upon which revenue

growth factor approach should be made on. Since 2015, a number of options have been emerged.

This includes an option to consider inflation as a basic adjustment criterion or an average of revenue

growth in past three audited years of revenue. Furthermore, an updated costing of functions F.rlfilled

by national and county govemments should be fast tracked such that we can have a basis upon which
to evaluate the adequacy of the 'availability ofresources' as a factor for determining the equitable share

to counties.

b. Ttends in Performance of Revenue

The performance of national revenue has implications on the credibility of the division of revenue.

Between FY 2018 and FY 2022/23, revenue has underperformed by between 15 and 4%, urith

exception of FY 2021/22. In the current FY between July and November 2023, the govemment had

only raised KES 0.879 rillion against its goal of KES 0.977 trillion. While the collections to November
marks an increase over the collection at the same period in the previous financial year, the
underperformance is a cause for concem. It is worth noting that several factors contribute to the

underperformance of revenue. The Auditor General has documented unrealistic forecast and revenue

leakages as some of the challenges.

l' ure 4.5: Estimstes of Ordina Revenue vs. Actuel Revenue Ksh trillion
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This throws into question the credibility of using proiected revenues in the coming FY as the basis

upon which to determine the growth in the equitable share. Where revenue is over-proiected and
evenn:ally under-collected, the division of revenue as a mechanism through which both levels of
govemment are able to have a predictable share of nationally collected revenue is made less credible.

Recommendation: The national assembly should question the use of profected revenues in the

coming financial year as a basis for the equitable share, when the revenue talgets in the current
financial ye t Ne yet to be met. Hou/ will this affect the evennnl division of revenues the during
implementation of national and county budgets?

c. Public debt

The crowding out of the equitable share through increasing debt obligations at the national level raises

concems over the prioritization of financing national lwel spending over spending at the county level.

At the national level, unrealistic revenue proiections coupled with accelerating expenditure levels

continue to stretch the budget deficig increasing the rdiance on debt financing for direct spending.

Table 3: Debt Service Vereus Equitable Share

Source: Approved PBB Various Issues I Supplementary Budget FY2023 /24 | Division of Revenue Act Vadous Issues

li7ith limited tax revenue and growing debt obligations, public debt sewicing costs increase, leaving

less resources for counties in the form of the equitable share. The worrylng trend here is that average

growth in public debt service is more than 4 times the growth in county allocation as shown by the

summary above.

Recommendation: Ve commend the effort included in the budget policy statement and division of
revenue btll 2024 data attempt to reduce the size of the physical deficit and improve overall debt
sustainabiliry. However, long term sustainability of debt demands further mechaoisms that ensure that
Kenya does not repeat the trends of the last l0 years, as this has and will continue to affect the delivery
of services by both national and county govemments given the crowding out effect of debt servicing

FY Public Debt
Service (Ksh.
Billions)

Otdinary
Revenue (Ksh
Billions)

Counties
Allocation
(Ksh Billions)

Gtowth in
Public Debt
Service

Grcwth
County
Allocation

2017 /18 462.24 1365.06 302

2018/19 641.51 7499.76 304.96 39Yo lfo
2019/20 538.8 324.16 -160h 6To

2020/21 829.91 157 4.01 330.23 54Yo 2%

2021/22 117 4.01 3',77.53 47o/o 140h

2022/23 930.35 2,747.58 375.65 -21% ork

2023/24 1,250.74 385.43 20o/o 3%

Avetage 22'

ln

7673.42

1775.62

2,571.16

50
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on public expenditure. Beyond fiscal consoli&tion measures, the national govemment must seek more

affordable borrowing options over the medium term given the proiected resource envelope and cost

of borrowing. This includes reducing the prominence of commercial and domestic debt in our debt

portfolio, exploring altemad're sources of financing that are lower cost e.g. Samurai and Pan& bonds,

and attached to specific development objectives e.g. green and blue bonds.

d. County Own Source Revenue (OSR) Collection

Artjcle 209 of the Constitution allocates the main sources of revenues (taxes and others) to the national

govemment which collects on behalf of all levels of govemment. Those revenue sources allocated to
countjes include land and property rates, entertainment taxes and other levies. One of justifications

fot the 2023 / 24 allocation to counties relates to national govemment solely bearing shortfalls in
revenue while county govemments continue to receive their full allocation. Houzever, this does not
take into account the fact that national govemments have many avenues to raise revenue as compared
to county govemments, and that while the equiuble share constitutes around 10 to 14 percent of
National Govemment uses of funds, they continue to be the dominant source of funds for counties,
ranging from around 70 to 78 percent of total sources between 2014/15 and 2019 /20.

Recommendation: The BPS 2024 makes several proposals on how counties are to be supported to

enhance their OSR. These are highlighted in the Division of Revenue Bill 2024. However, even as the

national govemment implements the proposals, a thorough assessment should be conducted to

determine the counw's realistic collection capacity. This assessment should ensure the harmonization

with existing national revenue collections, the proposed Integrated County Revenue Management

Svstem, and all relevant existing systems.

Yours Sincerely,

Dr. Abraham Rugo Muriu
Executive Director
International Budget Partnetship Kenya

Aptil10,.2024
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YOUTH SENATE NAIROBI COUNTY

MEMORANDUM ON THE DIVISION ON REVENUE BILL 2023

Article Title and Clause in
the amendment bill

Current
Provision
the Bill

tnProposed Recommendations Rationale/j ustifi cation
recom mendation

for

Article I Short title The division ol

nevenue Bill
2024

No proposal The title is self defined

Article 2 Interpretation Interpretation
of the wo nclude the interpretation of " A clear interpretation oI

[armarked strategic
interventions and the

benelits that such

interventions will accrue to
women, youth and PLWDs

in Kenya will assist in

oversight to ensure

[ompliance with Article 203

krl Ctl that requires "the
[eed for allirmative action
in rcspect of disadvantaged
areas and groups" as part ol

used in the bill ar marked strategic
nterventionst'

YOUTH SENATE

ttl

- KENYA

l!! il

t'ou t hscna lcn rb(alpm a i l.conr

TELI +254794-496-090



the criteria for determining
equitable shares.

Article 3 Object and purpose

of the Act
Equitable

sharing of the

revenue

I Article 3 part 7 to remain
as per the proposal.
However, Add inclusion of
a specified time frame oI
disbursement of funds to
the counties.

2. Add an articulation of

AMISON
components
objective

Fund
and its

3 Add the establishment of
a technical working group
to assist on review of the
Auditor general's report.

I It brings equity in
line with
marginalization and
vulnerability and

adequate period oI
p roj ect

implementations by
the county
governments

2 A clear definition
and articulation oI
the source, objective
and components ol
the AMISION fund
will ease oversight ol
the same.

3 To enhance

transparency and

accountability in
regards to the

Amison Fund which
figures were given

and later pulled out
of the rcport.

,



Article 4 Allocation to county

and national

governments

County
A llocations

l. Include
Amendment oI
Public Finance
management Act
article 203 parl 2
which says l5o/o ol
the most r€cent
audit account of
revenue.

1. This is to
enhance the
implementatio
n of the
Public finance
management
Act and
adhere to the
stipulated
disbursement
timelines

Article 5 Variation in revenue Add or include the
following;

I tracking
digitizing
revenue
streams

and
countv

collectio-n

) Stricl
repercussions
counties

on
and

I To ensu re that
county
governments
are able to
grow their
own source

revenue, and

hit their
potential
revenue
targets
Achieve the
fiscal
consolidated
revenue

targets
without
leakages

2

2. To seal

Iorruption
loopholes oI
and funds



departments tha
spend at source

Emolov currrnt
audited nevenue
accounts in
determination ol
allocation to both
national and
county
governments

3

misappropriations at the
county

3.The 202412025 allocation
is based on the 202012021

rpproved and audited
revenue accounts. In view ol
the changing times, it is

critical that we use current
data to inform allocation.

Clause 5 Mechanism for
adjustment variations

The
trade,increased

expend iture and

fiscal

consolidation

Tracking and monitoring of the
allocation trend for e(uitable
share to counties

Monitor expenditure

Physical consolidation on public
de6t

Enhancing
the accuracy and relevance

of Iinancial allocations to
county governments, it is

crucial to expedite the

auditing process by the
OIfice of the Auditor
General. This will ensure

that the most recent audited
accounts ane readily
available for determining
equitable county shares.

Additionally, we

recommend legislative
changes or administrative
reforms that mandate the
use of audited revenue data
from no more than two
Iiscal years prior

Table 2 Evaluation of Bill
against Art 203(l) of
the Constitution

A. National

lnterest
(Article

203 (l)
(a)

Include and/or add ;

l. Women Empowerment
under the destription ol
items in section A of Table
2 and allocate appropriate
montes.

The addition of women
empowerment and

allocation of appropriate
monies is in compliance
with Article 203 (l) (h) that
requires "the need for
implementation and



monitoring of allirmative
rction fund in respect oI
disadvantaged areas and
groups" as part of the
criteria for determining
equitable shares. Further, it
is in line with and will
contribute with the Bottom
-up Economic
Transformative Agenda
(BETA ) of the Government.

Evaluation of Bill
against Art 203(l) of
the Constitution

D. Emergencies

(Article 203 (l)
(k)

Allocate monies for the strategic
grain reserve

To promote food security
and mitigate climate change

impacts the strategic grain
reserve provides a safety net
for the country in
emergency cases.

Clause l5 Other national

obligations

Other national

obligations: As

provided for
under Article
203 (l) (b) of
the Constitution

, the Bill has

also taken into

account the

requirements

for national

obligations ,

such as

mandatory
pension

contributions

and /or
payments,

financing for
constitutional

Include a clear articulation ofthe
the components and allocations
that -omprise Earmarked
strategic interventions

A clear articulation of the
components and allocations
that comprise earmarked
strategic interventions
enhances compliance with
Article 201 section a of the
Constitution (2010) that
states " there shall be

openness and
accountability, including
public participation in
financial matters".



omces,

including

Parliament and

Judiciary as

well as relating

to other

statutory

bodies. These

are estimated to
cost Kshs

719,092 million
in financial year

2024125 up

from 691,148

million the

financial year

2023124.

Clause 23 Equalisation Fund ". . This Fund is
used to finance

development

programmes

that aim at

reducing

regional

disparities

among

beneficiary

COUNTIES.''

Decentralization of units of
identification of ma rginalized
counties to include not onlv
counties but administrative unitt
within counties not identilied as
marginalized

To capture regional
disparities vertically as well
as horizontally across sub

counties and wards.
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ANNEX

Detailed submission and recommendations

Summary of the proposed revenue

The Bill provides a summary of the proposed revenue. According to the summary provided, total

sharable revenue is Ksh.2,948,123,505,582, national govemment share Ksh.2,549,153,902,710,

Equalization fund Ksh.7,852,814,725 and county equitable share Ksh.391,116,788,147. Further,

we note that the equalization fund meets the stipulated threshold of 0.5 %o and the equitable

share meets the l5%o minimum allocation requirement as per article 203(2) of the Constitution of
Kenya 201 0.

l. Equitable share to counties

Whereas the equitable share meets the threshold, it is imperative to see the change in allocation

over the years as shown in table I below.

Table l: Counties Equitable share allocation from 2015/l 6 to 2024125

Financial
Year

DORA
Allocation of
equitable share in
Ksh.

Audited and

approved revenue
accounts

equitable
share as

percentage
of recently
audited
and
approved
accounts

Percentag
e

difference
in FY's
(from year
to year)

Year of
audited and
approved
accounts

20t5lt6 259,7 r4,s00,000 33% 20t3lt4

2016fi7 280,300,000,000 32.3% -0.7% 2013il4

20t7lt8 302,000,000,000 935, 653,000,000 32.28% - 0.02% 2013lt4

20t8lt9 3 r4,000,000,000 935, 653,000,000 33.6% +l 3204 20131't4

20t9t20 3 r6,500,000,000 1,038, 035,000,000 30.49% -3.11% 20t4lt5

2020t2t 3 t6,500,000,000 r,357,698,000,000 23.3t% -7.t8% 20t6fi7

935, 653,000,000

935, 653,000,000
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2021t22 3 r6,500,000,000 1,355,800,000,000 27.3% +3.99% 20t6/18

2022t23 r,4r 3,694,084,000 26.170/o +l.l3%o 20t7fi9

2023t24 385,425,000,000 t,673,71 5,000,000 23.3% -2.87% 2019t20

2024t25 39t,|6,788,t47 1,570,562,945,0t4 24.90Y. -1.6% 2020/2t

Source: Division of Revenue Acls /Bill 2015-2023

We acknowledge that County equitable share should be based on the recently audited and

approved revenue accounts. The analysis above notes that for three consecutive financial years,

2016117,2017/18and2018119, the DORA used 2013/14 audited accounts, the20l9l20 used the

20l4ll5 audited accounts andin2020l2l and202l/22 used 2016/17 audited accounts.

Additionalf y, FY 2022123, 2023124 and 2024125 utilized audit accounts for FY 201 7/ I 8 , 2019120

and2020/21 respectively. According to article 203(2) of the Constitution of Kenya, the equitable
share of revenue raised nationally allocated to the county govemment shall not be less than l57o
of the revenue collected by the national government. From the analysis above, whereas the

threshold ofat least l5% is met, the percentage allocation seems to be oscillating. For instance,

the percentage declined with 7.18 Yoin20201202l from30.49Yo to 23.3 I o/o, increased to27.3%o

in FY 2 I 122, and decreased to 24.9o/o in 2024 I 25.

Our concern: There is a pattern of utilizing outdated audited revenue accounts for determining
county equitable shares and the fluctuating percentages of revenue allocation

We recommend: Timely audit and use of recent financial data: We advocate for the

acceleration of the auditing process by the Office of the Auditor Ceneral to ensure that the most

recent audited accounts are available for use in determining the county equitable shares. The

Senate should push for legislative changes or administrative reforms that mandate the use of
audited revenue data from no more than two fiscal years prior. Additionally, equitable share to
county governments ought to be increased inFY 2024125, following the inflation and cost of
living adjustments brought about by oscillating global fuel prices, war, and foreign exchange rate

fluctuations that have affected Kenva in FY 2023124.

2, Disaggregated data on revenue

We note that division ofthe revenue process just like other processes of budgeting entails
choices and prioritization.

We commend the National treasury for providing revenue information for 2024125

370,000,000,000



t,

However, we necommend that further information in future be provided, such as actual revenue

receipts and projections for the coming years. This information is deemed important especially

in explaining the change in allocation and how decisions have been arrived at. This is a best

practice that can be borrowed from South Africa's Division of Revenue Bills.

3. Compliance with CRA recommendations

We note that in the previous years there have been differences in what CRA and national

treasury recommendations as far as equitable share is concemed. There is need for further

elaborate explanations on the deviations and how to mitigate the same in order to avoid division

of revenue stalemate which was witnessed in the 2019120 financial year which almost left

services in the counties cripled.
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MEMORANDUM

Ftom:

The Lake Region Budget Hub

Contact Person:

Name: Francis Namuju

Lake Region Budget Hub Coordinator

Phone: 0724510595

Email: firarr.lriu(rDccdcker.t'iuqrrl

To:

The Senate

Clerk's chamber Parliament Building

P.O. Box 41842- 00100,

Nairobi Kenya

SUBJECT: SUBMISSIONSTOTHE SENATE ONTHE DIYISION OF REYENUEBILI"
2024. (NATTONAL ASSEMBLY BrLL NO. 14 OF 202) rN ACCORDANCE VITH
ARTICLE 118 OF THE CONSTITUTION OF KEI{YA. 2O1O AND THE SENATE
STANpTNG ORpER 14s (5).

The Lake Region Budget Hub is a platform that brings together civil society organizations consisting

of highly trained budget facilitators and budget champions actively participating in budget advocacy

work in counties within the Lake Region Economic Block (I-REB).

The regional hub idea was mainty to bring together resource persons in the civil society group with
the capacity and passion for the Pub[c Finance Management (PFlv[) process to cross-leam and share

innovative ideas important in improving our PFM status and enhancing sewice delivery. The budget
facilitators and champions are drawn from Busia, Bungoma, Kakamega, Trans Nzoia, Siaya, Kisumr.l
Migori Homa Bay, Kisii, Nyamira, and Kericho counties.

Backsround

The Division of Revenue Bill is meant to provide for the equitable division of the revenue raised

nationally between the national and county goverffnents. This is commonly referred to as vertical
revenue sharing. This bill is prepared by the National Treasury, each financial year, and is submitted

to parliament by the Cabinet Secretary together with the County Allocation of Revenue Bill and

Budget Policy Statement. According to section 41 of the PFM Act, 2072, paiiament should consider
the Division of Revenue Bill with a view of approving it with or without amendments, not later than

30 days after it has been introduced. This memorandum presents the Lake Region Budget Hub CSOs

inputs on the division of revenue bll2024 touching on some of the key sections of concem.
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Key iesuee of concerns

This section provides some of the key areas of concem that the framers of the bill should take note
of in order to streflgthening the bill for the desired outcome.

Section/Key Issue Proposal/ Recommendation Remarks
Clause 4: The allocations for the National
Govemment and the county governments from the
tevenue raised
Nationally for the ?-021/ 25 financial year.
The Division of Revenue Bill and subsequently the Act
should proride a detailed summary of how revenue has

been divided and the proposed dlocations. This should be

provided in the following summary in a table format
1. Revenue that was raised nationally
2. Sharable revenue after allocations to public debt and
pensions,
3. Equitable revenue to counties govemments?
4. Allocation to the equalization fund and
5. Conditional allocations from the national govemment
and donors.

SCHEDULE 1 .1,

ALLO,C'ATION ()F RE\/ENUI' R,^.IIIED NATIONALLY AET!,VEENTHE NATIONAL G()\/ENNMENT AND COUr.rrV
COVERNMENTS FION THE 

'2"T5 
FTNANCIAL YEAN

TytE .v.l ol rlloc.rbn Amounr h KSh

F.r!.tra.tr (*) of
,2orlt .odla.d .ttd
at proald Bavarua lr.
KSb.
rsfoJ62glsota

r. forrt Sterttt 2.9.aa, r 23 JOs 5a 2

B. xetlonrl GovcEffir 2549.r 53.9O2.7 rO
C. fludErlon fuad 7 ,E52 ,A t 4 ,725 o50*,
D. Coitnry cqllbbL 24 _90

Figure 7 PDF poge 4 ond document poge igj

The snippet above is from the DORB 2024, as noted" the
bill only provided details on the first four types of
dlocations leaving out Conditiond allocations from the
nationd govemment and donors

r.t I ,t 47

The bill should include the details
on all the conditional
allocations from the national
government and donor

For the counties to
effectively plan their
budgets during the
preparation of the
CFSPs and the budget
estimates, the
information on all the
conditional grants are
important for the
county to effectively
plan their budget.
It is important for
counties to align their
budgets with the
division of revenue
Bill and the County
Allocation of
Revenue Bills

Trcnde allocation acros8 Multiple yeare
The division of revenue bil 2024 does not present the
trend actual allocations across multiple years. The
allocat-ion information provided is only for one financial
year that isF\ 2024/25.

The Division of Revenue of
Revenue Bill should present a

table of trends allocations to the
various tJpes of allocation for at
least last two previous financial
years. This information is key in
informing the growth in revenue
to counties and the trends in

Where trend
dlocation information
is missing, the
division of revenue
fails the test of giving
the document users

an oppomrnity to
review whether the
levenue sharing
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Conclusion

The Division of Revenue Bll 2024 offers an opportunity for sharing levenue between the national

and county govemment. The gaps as presented on our proposals aims at improving the level of
information being provided by the bill while at the same time seek to ensure that more justification is
provided for the different revenue sharing criteria.

It is our belief that the matters raised above are of pertinent to safeguard the gains of devolution and

the spirit of the constirution of Kenya, 2010. We undersigned remain available for any clarification

and 6.uther deliberation including a physical appearance before the Senate Standing Committee on

Finance and Budget.

regards to the percentage share

against the total sharable revenue
mechanism towards
counties is growing or
dwindling

Sharable tevenue
Percentage (oh) of 2020 / 21 audited and approved
Revenue i .e. KShs. 1,570,562,955,014

The calculations used as the basis of revenue sharing is

based on the most recent audited revenue accounts. From
the DORB 2024, the most recent audited accounts is for
theF\ 2020/2021.
Between theFY 2020/2021 andtheF\ 2024/2025 there
are three financial years with two complete financial years

that ended.

Using the hnancial
year 2020 /27 as the
basis of sharing
revenue to counties
do not reflect the
actual status of our
revenue. The DORB
2024 should be
updated and consider
the actual status in our
levenue

Justilications on allocation
The Bill lacks detailed justification for the proposed
allocations to the National and County Govemments.
Wh.ile it outlines the allocations, it does not suffrciendy
explain the basis for these allocations, making it
challenging to assess thet adequacy and faimess.

There is need for a detailed

iustification of the proposed
allocations to enhance
transparency and accountability in
the dlocation process.

Failure in providing

iustification makes it
impossible to tell what
determined the
allocations, how this
was guided and
whether the ratiooale
used was sufficient to
inform the allocations
towards the different
types of allocation

The sharable revenue must reflect
the most recert revenue status
based on the most recent complete
financid year. The use of the FY
2020 / 21 as the basis of sharing
revenue do not only reflect the
actual revenue status but dso
denies counties the much needed
revenues to effectively implement
its proiect.
Key Proposals
a) The auditing entities to fast-

track its role in ensuring that
revenues are audited
periodically without delays.

b) Sharable revenue to reflect the
actual latest revenue of the
most recendy completed
frnancial year



MEMORANDUM

Should you have any question or clariEcation needed" please contact the following person

AgolaJack Benedict

Lake Region Budget Hub

Budget Facilitator

Phone:074O767926

Email: iackagollag3(g)f'rlail.conr

N
o

NAME EMAIL PHONE NO. ORGANIZATION DESIGNATI
ON

COUNTY

I Jack Agola Jackagolla93@gmail.com 0'740767926 CEDC Budga
Facilitator

Busia

1 Francis Namuju fnamuju@gmail.com 0'724510595 CEDC Budget
Facilitator

Busia

3 Kristine Yakhama kristineyakhama@gmail.co
llt

0722765627 Good Health
Community
Programmes

Budget
Facilitator

Kakamega

4 Ronald Ombori ronaldombori@gmail.com 0726684915 CEDC Budget
champion

Busia

5 Sandra Misiribi smisiribi@gmail.com 0725090'196 Good Health
Community
Programmes

Budget
champion

Kakamega

6 George Okinyi gombengokinyi@gmail.co
lll

072lr75933 Justice and Peace

Centre
Budget
Facilitator

Trans
Nzoia

7 Brian Opemi Brianopemi202 I @gmail.co
m

0703388625s CEDC Budget
Champion

Busia

8 oumahabel@gmail.com 0721620'ts3 Kakamega Deaf
Association

Budget
Facilitator

Kakamega

9 Mollv Akinvi mollyarikol I @gmail.com 07038727s7 CEDC Budget
Facilitator

Busia

l0 Ezekiel Odeoh ezekielodeoh@gmail.com 072485601 5 Budget
Facilitator

Bungoma

Fred Wanyonyi fred@redokenya.org 0'726528486 REDO.K Budget
Facilitator

Bungoma

Ombati Kerubo ombatieunike6@gmai l.co
lll

0'12403509t TEAM Budget
Facilitator

Nvamira

t4 Japheth Ojijo oj ij ojapheth@gmail.com 700886324 IDF-K CSO Hom Bay

List of Contributors

Habel Ouma

REDO-K

il

t2
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INTRODUCTION

The Institute of Certifred Public Accountants of Kenya (ICPAK) is the statutory body of Accountants established
in 1978 and draws its mandate from the Accountants Act No. 15 of 2O08. It is also a member of the Pan African
Federation of Accountants (PAFA) and the International Federation of Accountants (IFAC), the global
Accountancy umbrella body.

Chapter eleven of the Constitution of Kenya 2O10 establishes a two-tier government, National and County
governments, and provides specific functions for each level. Article 187 (21(al requires that, if a function is
transferred, arrangements should be put in place to ensure that the resources necessary for tJle performance
of the function or exercise of the power are transferred. Further, Article 2O2 provides that revenue raised
nationally shall be shared equitably between both levels and that; county governments may be given additional
allocations from the national government's share of the revenue, eitfrer conditionally or unconditionally. It is
against this background, that the National Treasury prepares a Division of Revenue Bill annually, while taking
into consideration the recommendations of the Commission on Revenue Allocation and the Intergovernmental
Budget and Economic Council, as provided for by Section 12 (h) of the Public Finance Management Act,2Ol2.
Further, Section 191 (1) of the Public Finance Management Act2Ol2 requires the Cabinet Secretar5r to submit
the Bill to Parliament for review and consideration.

Kenya has had a total of eleven Division of Revenue Bills since 2O13 and throughout this period, the National
Executive and Parliament have engaged the public in the budget process in line with the provisions of Articles
10, 1 i8 (1) and 2Ol (al of the Constitution on public participation. ICPAK has participated in the review of the
Bills and submitted proposals to guide the vertical sharing of revenue.

ICPAK SUEMISSION ON DIVISION OF REVENUE BILL,2024

About the Institute of Certifled Publtc Accountants of Kenya (ICPAK)

PREAMBLE
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MEMORAITDUM ON THE DTVISION OF REIIET{UE BILL 2024

# ISSUE OF COT{CERN RECOMMENDATIO

1 The equitable share

Based on projected revenue growth of 14.60/oinFY 2024/25, the proposed equitable share
increased by 5.7 billion to 391.117 biilion. The ability of the county governments to fulfrll
their functions as outlined in the Fourth Schedule of the Constitution is solely dependent
on adequate funding and compliance with Article 219 of COK demanding that the
equitable share be transferred without undue delay and without deduction.

The wth of total sharable revenue is as follows

The Institute also takes into cognizance that based on the last audited accounts for
2O2Ol2I (L,57O,562,945,014), the allocation of sharable revenue to counties of Ksh.
39 1.1 billion shillings is about 24.9oo/o and ttrerefore meets the prescription of Article
2O3 of the Constitution which provides that allocation to counties shall not be less
than 15% of all revenues collected by Government.
However, the Institute notes that the normal amounts of equitable share have been
rising yet the equitable share as a percentage of the total shareable revenue has been
declining over the years. This should be in tandem with the prevailing economic
circumstances in Kenya.
The Institute also proposes that should the Standing Committees recommendation of
8.4o/obe deemed untenable, then the county allocation should take into consideration
the rate of inflation in order to enable counties to continue efficiently delivering
seryices despite the increase in price of commodities. The current rate of inflation is
6.aYo.

a

a

Total r,856,700 r,775,587 2,141,585 2,57 L,t59 2,948,r24
365,998 429,574 376,96sChange -/+ -81,113

-O.O4o/o 20-6Yo 20.OSVI 14.6

202012L 202t122 20.22123 20.23124 20/2412sFY

The Institute
proposes the
adoption of the
Standing
Committee on
Finance Reports
recommendation
s on the Division
of Revenue
which proposed
that county
equitable share
to be increased
at a growth
factor of at least
8.4o/o to cater for
the increased
cost of
commodities,
increased
expenditure
growth and
increased levies
such as
Affordable
Housing Levy,
Social Health
Insurance Fund,

ICPAK SUBMISSION ON DIVISION OF REVENUE BILI,2024
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ISSUE OI. CONCERN RECOMMENDATIO

NSSF among
others. The
increment of
Kshs. 5.7 billion
is just 1.48o/o
which is way
below the
proposed growth
factor of 8.4o/o. if
the
recommendation
were to be
adopted,
counties would
receive Kshs. 34
billion which
would push the
hgure of
sharable
revenue to Kshs.
4L9 billion in
lieu of Kshs
391.1 billion.

2 Inadequate Percentage ofCounQr Equttable Share to Total Sharable Revenue
The Budget Policy Statement 2024 indicates that the projected county government
sharable revenue has increased by 5.7 billion from 385.4 in 2023 to 391.7 in 2024.
However, in terms of percentage of county government to the total sharable revenue, there
has been a decline from 14.9o/o in 2023 to 13.2%o in 2024. For the National Government,
the allocation percentage to total sharable allocation has increased from 76.970/o in 2023
to 86.4oh in 2024.

. The National
Treasury to
consider Inflation
rates as opposed
to revenue gpowth
rates to inform
the Division of
Revenue.

#

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024



# RECOMMENDATIO

This demonstrates that the National Government retains a higher share of frscal resources
even in sectors where functions have been devolved.

An anal sis of revious Division of Revenue Acts is shown below

Source: Division of Revenue Acte 2Ol7-2O23 and DORB 2024

Revenue Share DORB
2024

DORA
20.23

DORA
2022

DORA
2o2L

DORA
2020

DORA
20L9

DORA
2018

2,948
1

2,57 |
2

2,14r
o

r,775.0 1,856.0 r,877 .O 1,688.0Total Sharable

National Government 2,549
1

2,t77
4

t,764
0

1,398.0
1,533.0

1,554.0 1,369.0

EquitableCounty
Share

391.1 385.4
370.0 370.0 316.0

316.0 314.0

o/o of County
Government to Total
Sharable revenue

t3.2 t4.9 17.3
20.8 17.o

16.8
r8.6

Vo of National
Government to Total
Sharable Revenue

46.4 76.97 82.4 78.8
82.6

82.8 81.1

Consider more
allocation to
critical functions
such as health
and agriculture in
tandem with the
Abuja
Declaration of
15% and Maputo
Declaration of
LOo/o of the
national budget
respectively.

J Reveaue proJections

Source: DORB 2024

It is worth noting tJ'at even as stakeholders heighten calls for increased allocation of
sharable revenue to counties, there are existential challenges that must be addressed

a

FY 2Or9/20 2O2Ol2L 2021/22 2022/23 2023/24 2024/2s
Ordinary
Revenue

1,574,OO9 t,775,624 2,141,585 2,57L,159

The Taskforce
proposed the
following
recommendations
to cure the
problems cited
above:

1) Review of the
existing
policy, legal
and
regulatory

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024

ISSUE OF CONCERN

The Ordinary revenue has demonstrated a steady growth performance, which is an
indicator of a better performing economy. However, the allocation to the Counties
which have most functions remains inadequate.

t,673,715 2,948,t24
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# ISSUE OF CONCERN RECOMMENDATIO

to achieve the desired fiscal performance in the counties. Some of these challenges as
cited by the Multi-Agency Tasldorce established in FY 2022 123 included the following:
l) weak linkage between planning and budget formulation,
2) Inability of countlr governments to adhere to the Public Procurement Act resulting

in high outstanding pending bills,
3) Low development budget absorption,
4) Under-performance in own-source revenue,
5) Failure to use the prescribed financial systems (such as IFMIS, IPPD among others),
6) Non-adherence to fiscal responsibility principles,
7) Pilferage of public resources due to manual systems,
8) Inadequate understanding of the Office of the Controller of Budget's role in approval

of countSr requisitions,
9) High wage bill, Weaknesses in human resource management, Weak oversight by

County Assembly and a weakened internal audit function among others.

Through the DORB 2024, the estimates of Ordinary Revenue vs actual revenue
demonstrate that Ordinary revenue collected over the years has been below target except
for FY 2O2l /22 when the target was surpassed as indicated below:

environment
to guide
planning.

2) Strengthenin
g county
structures
and
institutions.

3) Adhering to
existing
provisions of
existing
policies,
legislations,
regulations,
and
guidelines
guiding
economic
planning,
public
finance
management
and
expenditure
control; and

4) Continuou s
capacity
building of
County
Government

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024



# ISSUE OF CONCERN RECOMMENDATIO

Estrmates of Ordinary Revenue Vs Actual

2.sf ).59

l. !l: 1,., l r.l
111 t.7E

L 
')

l.5b
,.l,

II I
A.tu. OJin.rt AduJ O(d.rary &t!J O.d ry AltrJ.l O&r..t A(trl.i Crdit ay Alu.l

l,laverxl. H€r, Hp!€arue Lav l(e+lrorro ffer lter"oua. ltpv X€ter.ue I(aY RevenlE
E{rrEtea EslllrlaLr lilrnl.tf! Erannalar lrltnater
lrDia, tmi^l lmRA, (mRAt loona)

Oon.rr Protcrr6l
RBv )ls !/l nrl.

(o(xal

202]y'24:o I &'19 ' ' ?.:,:.. - L,-'1, ..; .....:
Source o! Data: National Treasury

It is worth noting that several factors contribute to the underperformance of revenue.
The Auditor General has documented unrealistic forecast and revenue leakages as
some of the challenges.
In addition, the focus of the government through BETA includes agriculture
productivity, MSMEs, housing and settlement, healthcare, digital superhighway and
creative economy. These are either count5r functions or concurrent functions. It is
therefore important to adequately finance both levels of government if the above
priorities are to be reaJized,.

stafl
others

among

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024
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SUBMISSION ON THE EQUTTABLE SIIARE
The Budget Policy Statement 2024 indicates that the projected county government sharable revenue has
increased by 5.7 billion from 385.4 in 2023 to 391.I tn 2024. Based on the last audited accounts for 2OL9 /20
ll,673,7|4,OOO,OOO), the allocation of sharable revenue to counties of Ksh. 391.1 billion shillings is 23.38%
which is more than 15% of all revenues collected by Government. However, the Institute observes the following:

l.Inadequate Percentage ofCounty Equitable Share to Total Sharable Revenue

A critical look at the percentage of county government to the total sharable revenue over the years as in the
table below, we note that there has been a decline frorn 14.9o/o in 2023 to 13.2o/o in 2024. For the National
Government, the allocation percentage to total sharable allocation has increased from 76.970/o in 2023 to 86.40/o
in 2024. This indicates that the National Government retains a higher share of fiscal resources even in sectors
where functions have been devolved.

Sourcc: DMclon of Rcvcnuc Actt 2OLT-2O23 and BPS 2024

In addition, the focus of tJ"e government through BETA includes agriculture productivity, MSMEs, housing and
settlement, healthcare, digitat superhighway and creative economy. These are either county functions or
concurrent functions. It is therefore important to adequately finance both levels of government if the above
priorities are to be reaJized.

2. Last Audtted Flnanclals Base

The Institute notes that the last audited accounts of 2O2O /21 might not be a true reflection of the total national
government collection. There is need to expedite the approval of audited accounts to give a clear reflection of

1,688.0Total Sharable 2,948.1 2,571.2 2,t4t.o 1,775.O 1,856.0 t,877 .O

I,398.0 1,533.0 1,554.0 1,369.0National Government 2,549.1 2,t77.4 t,764.O
370.0 316.0 316.0 314.0County Equitable Share 391.1 385.4 370.0

L7.O 16.8 18.613.2 t4.9 17.3 20.8

82.6 82.8 81.17o of National Government to
Total Sharable Revenue

86.4 76.97 82.4 78.8

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024

BPTI
20/24

DORA
2oi23

DORA
2022

DORA
2020

IIrcRA
lzorg

DORA
2018

Revenue thare DORA
2o.2I

% of County Govemment to
Total Sharable revenue



the total government's collection. This will increase the allocation to the counties in tandem with the prevailing
economic circumstances in Kenya.

3. Factoriag la Contributlons to Houslag Levy, SHIF aad Cost of Livtng

According to the Controller of Budget Reports, Counties incurred Kshs. 195.09 billion accounting for 45.57o of
the budget on personnel emoluments in the FY 2022/23 as illustrated in the table below. Counties being
employers, tJley are required to contribute an equal percentage to that of employees to Housing Levy and SHIF.
The following is an extrapolation on the impact of this based on gross personnel emoluments figures by the
Controller of budget:

I Mombasa 6,903,270,841 1o3,549,062.62 189,839,948.13
2 Kwale 90,473,774.38
3 Kitifi 4,779,457,3t1 7t,69r,a59.67 131,435,076.05
4 Tana River t,934,245,203 29,O13,678.O5 53,191,743.08
5 Lamu 1,62 1,061,853 24,3L5,927.80 44,579,200.96
6 Taita/Taveta 3,273,588,290 49,103,824.35 90,o23,677.98
7 Garissa 4,767,693,237 7i,515,398.56 131,11L,564.O2
8 Wajir 4,477,868,4t8 67,t68,O26.27 123,141,381.50
9 3,986,566,397 59,798,495.96 tog,630,575.92

3,Ot2,922,47L 45,t93,837.O7 82,855,367.95
l1 Isiolo 2,O44,390,349 30,665,855.24 56,22O,734.60
t2 Meru 5,776,965,78t 86,654,486.72 158,866,558.98

Tharaka-Nithi 2,845,808,754 42,687,t3t.3r 78,259,740.74
14. Embu 3,453,56t,407 51,803,421. 1 1 94,972,938.69
15 Kitui 4,884,247,66t 73,263,7L4.92 134,316,810.68
16 Machakos 5,720,766,966 85,811,504.49 r57,32r,O9r.57
t7 Makueni 4,405,297,L28 66,O79,456.92 12t,t45,67 r.O2
18 Nyandarua 2,489,9O4,491 37,344,567.37 68,472,373.5O

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024

s/n
o.

County Personnel Emolument Housing (Contributions at
1.5)

Proposed SHIF (Contributions at
2.75o/ol

3,2A9,955,432 49,349,33L.48

Mandera
10. Marsabit

13.



s/n
o.
t9 Nyeri 3,914,380,491 58,7 t5,707.37 to7,645,463.50
20 Kirinyaga 2,906,183,515 43,592,752.73 79,920,046.66
2l Murang'a 4,27t,264,056 64,068,960.a4 tt7,459,76t.54
22. Kiambu 7,667,891,497 1t5,ot8,372.46 2to,867,Ot6.t7
23 T\rrkana 4,427,369,402 66,410,541.03 t21,752,658.56
24. West Pokot 2,667,t36,835 40,007,052.53 73,346,262.96
25 Samburu 2,204,439,800 33,066,597.O0 60,622,O94.50
26. Trans Nzoia 3,304,858,873 49,572,483.rO 90,883,619.01
27 Uasin Gishu 4,t96,168,379 62,942,525.69 t15,394,630.42
28. Elgeyo/Marakwet 2,497,272,680 37,459,090.20 68,674,998.70
29 Nandi 3,639,290,897 54,589,363.46 too,o80,499.67
30 Baringo 3,43r,707,237 51,475,608.56 94,371,949.O2
31 Laikipia 3,648,148,509 54,722,227.64 100,324,084.00
32 Nakuru 6,92L,O76,t37 103,816,142.06 r90,329,593.77
33 4,607,802,622 69,1 17,039.33 126,714,572.LL
34 Kajiado 4,603,884,407 69,O58,266.t1 L26,606,821.t9
35 Kericho 3,257,744,713 48,866,170.70 89,587,979.6r
36 Bomet 3,L74,t87,421 47,612,81t.32 87,290,154.08

Kakamega 6,238,655,O22 93,579,825.33 171,563,013.11
Vihiga 2,524,955,6s7 37,874,334.86 69,436,280.57

39 Bungoma 5,385,207,688 80,778,rt5.32 t48,O93,2Lr.42
Busia 3,372,659,005 so,589,885.08 92,748,t22.64

4t. Siaya 3,001,492,505 45,022,387.58 82,541,043.89
42 Kisumu 4,853,815,255 72,807,228.83 133,479,919.51
43 Homa Bay 4,515,876,655 67,738,149.83 124,186,608.O1
44 Migori 3,306,429,940 49,596,449.1O 90,926,423.35
45 Kisii 5,635,833,829 84,537,5O7.44 154,985,430.30
46 Nyamira 3,061,065,041 45,9L5,975.62 84,t79,288.63
47 Nairobi City t2,t86,28t,786 182,794,226.79 335,t22,749.t2

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024

County Personnel Emolument Housing (Contributions at
1.s)

Narok

37.
38.

40
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195,O9O,65L,84 2,926,359,777.66 s,364,992,925.7LTotal

4. Reveaue ProJectlons, Performaace aud Disbureemeuts

The ability of the county governments to fulfil their functions as outlined in the Fourth Schedule of the
Constitution is solely dependent on adequate funding and compliance with Article 2L9 of COK demanding that
the equitable share be transferred without undue delay and without deduction.

Whilst the equitable share allocates revenue based on ordinary revenue the estimates of Ordinary Revenue vs
actual revenue demonstrate that Ordinary revenue collected over the years has been below target except for FY
2O2Ll22 when the target was surpassed as indicated in the figure below:

Estrrndtes of Or<Jrnary Rewenue V: Actual

l.tl- -t,

I I t
O...lr.a,Y A(.tsJ

L€! tl+\r?ttue

20t q/ l0

O...rdrr.\, Aaro.l
tl. v APvFn o

Orc9.sV A.rldl
Hev Harenrre

1t)ro/2 |

Or r&...\ A.au.l
Lav Hrrlehue

( troRl!'l
2lJ) tl2 2

Or.rl,uv A^ ru:r
llew R. raa.ru<

1aD 2,t2 J

Sourcc of Da,ta- National ZYeasu4,
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s/n
o.

County Personnel Emolument Housing (Contributions at
1.5)

Proposed SHIF (Contributions at
2.75o/ol
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In terms of statistics, according to the latest Controller of Budget of Reports, County governments generated a
total of Kshs. 1O.21 billion from their own-source revenue (OSR), which was l3olo of the annual target of
Kshs.78.6 I billion. Counties that reported the lowest collection against their annual target include Machakos,
Nandi, Kericho, Kajiado, Lamu, and Kajiado at2.60/o,4.8o/o,5.2o/o,5.60/o, and 5.60/o.

It is worth noting that several factors contribute to the underperformance of revenue

a) The Auditor General has documented unrealistic forecast and revenue leakages as some of the
challenges.

b) Weak linkage between planning and budget formulation,
c) Inability of county governments to adhere to the Public Procurement Act resulting in high outstanding

pending bills,
d) Low development budget absorption,
e) Under-performance in own-source revenue,
f) Failure to use the prescribed financial systems (such as IFMIS, IPPD among others),
g) Non-adherence to fiscal responsibility principles,
h) Pilferage of public resources due to manual systems,
i) Inadequate understanding of the Office of the Controller of Budget's role in approval of county

requisitions,
j) High wage bill,
k) Weaknesses in human resource management,
l) Weak oversight by County Assembly and a weakened internal audit function among others.

There is need to address these existential challenges to achieve the desired hscal performance in the counties.
Counties can ccapacity build all critical players and cadres of county staff on revenue administration. They can
also professionaJizn revenue oflicers to ensure qualifred staff handle the revenue function.

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024



930,354 7,t87,784 1,352,6 r0lnAmount
Million
shillinss

829,906 1,174,013

A to the Division of Revenue Bl]l 2024, Public Debt r ent has been incre as follows

SOURcE: DORB 2024

In the current frnancial year, the state allocated Sh1.18 trillion towards debt repayments wittr some Sh930.35
billion tn 2022-23 hnancial year. Debt repayment took up Shl. 17 trillion tn 2O2l-22 and Sh829.9O billion the
year before. In financial year 2024-25, the allocation for palrment of public debt related costs is expected to
increase from Shl.18 trillion in financial yeat 2023-24 to Sh1.35 trillion in financial year 2024-25. This trend
is likely to continue as Kenya's public debt portfolio has crossed the 11 Trillion shillings mark.

Debt servicing is crowding out revenue allocation to counties for adequate development. Debt has been
consistently increasing as a percentage to GDP.

RECOMMENDATION

1. The Institute proposes the adoption of the Standing Committee on Finance Reports recommendations on
the Division of Revenue which proposed that county equitable share to be increased at a growth factor of at
least 8.47o to cater for the increased cost of commodities, increased expenditure growth and increased levies
such as Alfordable Housing Levy, Social Health Insurance Fund, NSSF arnong others. The increment of
Kshs. 5.7 billion translates to L.48o/o which is way below the proposed growth factor of 8.4o/o. ln adopting
the recommendation, counties would receive Kshs. 34 billion which would push the figure of sharable
revenue to Kshs. 419 billion instead of the proposed Kshs 39 1.1 billion.

2. Taskforce proposed the following recommendations to cure the problems cited above:
a) Review of the existing policy, legal and regulatory environment to guide planning.
b) Strengthening county structures and institutions.
c) Adhering to existing provisions of existing policies, legislations, regulations, and guidelines guiding

economic planning, public finance management and expenditure control; and
d) Continuous capacity building of County Government stalf among others.

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024

FY 12020/21 2021t22 2022123 m
5. Public Debt
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DRAFT SUBMISSION OIr DwISION OF REVENUE B[LL,2O24

1 schedule
on page

The
(s.4)

393

County equitable
ksh391,116,788,147 is
24.9oo/o of 2O2Ol2o2l
approved revenue
L,57O,562,945,O14.

However, under the explanatory
memorandum to the division of revenue
bill 2024, Number 10 page 397, it states
that County Equitable share of
IGh39f .lBt[ion is equivalent to 24.9Oo/o

of Actual revenue raised nationally of Ksh
1,573,418 mllllon of FY 2Ol9l2O2O
which is misleading. If we were to use the
FY 2Ol9 12020 raised revenue, equitable
share would be Ksh39l.8Billion and not
Ksh39 1 . 1Billion.

share of
equivalent to
Audited and

of Ksh

Reconciliation to be
done

For comp
relevance.

and

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024
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The government
should grrre an
undertaking on how
to remit the monies.

The government
should also account
for t]..e unremitted
monies

Disparities in the
beneficiary counties
will continue to
widen if they do not
get these monies as
envisaged by the
constitution in
Article 2O4(l)

2 No.23
Equalization
Fund

J Inconsistencies
and
discrepancies
noted in the
Road
Maintenance
and Fuel Levy

It is noted that Road Maintenance and
Fuel Levy is no longer part of t.Ile County
Equitable Share. According to the DORB
2024, tJ:,is will now be disbursed as
conditional grarlts.

Initially, RMFL was an unconditional fund
that enabled counties to have autonomy
to plan, budget and implement
development based on the county-specific
priorities and needs. Making it a
conditional grant will restrict counties in

Revert to the original
practice and make
RMFL an equitable
share to gant
counties the
autonomy to plan
and implement
projects that are of
high priority to them.

Adoption of best
practice that will
enable counties to
implement more
impactful projects
without
conditionalities.

ICPAK SUBMISSION ON DIVISION OF REVENUE BILL, 2024

a

# PROVISION IIY
THE BILL

ISSI'E OF CONCERIT ppg6r'TMEilDATIOt{ JUSTIFICATIOIT

There is a proposed Ksh 7,852,8L4,725
which represents O.5% of all the revenue
collected by national government, this
money is supposed to be remitted to the
equali,ation fund.

However, from the report of the Auditor
general for national government funds for
the year ended 30fr June 202 I, only ksh
12,4OO,OO0,0OO out of
Ksh3O,786,O56,OS I had been transferred
to the equalization fund and therefore
casting doubts where the fund is
achieving its intended objective.
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the budget making process and might end
up implementing white elephant projects
that are not priority.

a
ICPAK SUBMISSION ON DIVISION OF REVENUE BILL,2024

# I ISSUI OF COIVCERIT JUSTIFICATIOIfI
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MEMORANDUM ON THE DIVISION OF REVENUE BILL 2024 PRESENTED TO

THE SENATE

BY THE RIFT VALLEY BUDGET HUB

Submitted on 16th April,2024

Contact Percon:
Mr. Evans Kibet.
Coordinator, fuft Vdley Region Budget Hub
Email: ri fn,allclburlgcthrrb@grnail.com
Tel: +25471,1221294

To:
The Clerk,
Senate,

P.O. BOX 41842-00100,
Nairobi.

Email: clcrk. se lc itf l't.'t cl )

x C..a.r la
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IntrorlucIion

The fuft Valley Budget Hub brings together budget practitioners from the 10 counties of Nakuru,
Baringo, Elgeyo Marakwet, West Pokot, Turkana, Marsabit, Narok, Kericho, Bomet and Nandi as a

platform to build synergy in the counry, regional and national level budget engagements. The hub is
also a platform for peer-to-peer learning on best practices in the budget processes.

The Hub builds the budget capacity of citizens, civil society organizations and govemment officials
to deliberate and make budget decisions that are responsive to citizens'needs. Over the last 3 years,

the hub has conducted budget analyses and monitoring with focus on the water sector with the

objective of contributing to improved access to adequate, clean and safe water in the fuft Valley

Region
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Pursuant to the call for submissions, and in frrlfillment of our mandate, the fuft Valley Budget Hub
hereby presents our submission for your consideration review and enactrnent of the Division of
Revenue Btil 2024.

1' lnadequate allocation to the countiee

Article 203 (2) and (3) of the Kenyan Constitution requires that the equitable share of the revenue
raised nationally that is allocated to county governments be calculated on the basis of mo6t recent
audited accounta of revenue teceived, as apptoved by the National Aseembly.

The Ksh. 391.1 billion recommended in the Division of Revenue Bll 2024 is equal to 24.860/o of the
Ksh 1.57 Trillion recently audited revenue for FY 2019 / 2020. Based on the trend of revenue
growth, this is unjust. Kenya reported preliminary ordinary revenue of over KBh. 2,14 Trillion in
2022/2023, which significandy higher than the K8h, 1.57 Trillion tealizgd lry 2U9/2020. Although
the revenue has grown by 36oh, the proiected equitable share has increased only by 24o/o (from 316.5
billion in theFY 2019/2020).

The fact that revenue divides are still based on out-of-date audited revenue implies that counties
are getting the shorter end of the stick.

Out key asks

The Senate should collaborate with the National assembly to ensure that the approval of
audited accounts of revenue is expedited.
The Senate should ensure that revenue sharing is based on up to date audited revenue
accounts. This will mitigate against scramble for resources and eliminate the perennial
conflicts emanating from the division revenue debate.

2. County functions still being executed by the National Government

Being closer to them, citizens look up to county govemments for critical services including and not
limited to county health services, water supply and agriculture. However, commensurate funds have
not followed these functions making it difficult for county governments to deliver. Even worse, the
national govemment continues to perform functions that are constitutionally allocated to county
govemments through the ministries, departments and agencies O,DA$. The functions of a number
of state corporations largely remain unbundled to date leading to the overlap and duplication of
responsibfities. According to the Intergovemmental Relations Technical Committee (IGRT) report
to the Senate, several components of devolved functions amounting up to Ksh 272.2 Billion arc
still run by the national govemment ten years into implementation of devolution.
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Our Key Asks

We ask the Senate to push IGRTC and relevant instirutjons to complete the process of
unbundling and costing county govemment functions that are still held by the national
govemment, to pave way for transfer of commensurate resources to county govemments.

3. Cash flow challenges at the county level emanating from delayed disburtements

Counties rely heavily on funds from the National Treasury to finance essential services such as

healthcare, early child education, infrastructure development, and public administration. Delay in
disbursement causes frnancial strain and cash flow problems that affect the ability of county
govemments to pay salaries, contractors, and suppliers, leading to arrears, reduced services, and even
temporary shutdowns of essential facilities. Delayed funds undermine the principles of devolution
by impeding the ability of counties to exercise their constjtutional mandate effectively. It weakens

the devolved governance structures and can erode public trust in the devolved system of
govemment.

In our cashflow researchl, 've note that disbursements to counties are lowest in the first trvo
quarters and peaks during the last quarter of the financial years. In some occasions, disbursements
are made very late in the financial year such that counties do not have ample time to spend before
the close of the financial year. For instance, the Budget Implementation Review Report for the first
half of the FY 2023 / 24 shows that the National Treasury as at December 2023, had disbursed Ksh.
141 Billion which is only 37oh of the equitable share allocation of Ksh. 385 Billion for FY 2023/24.

We also note with concem that debt servicing is crowding out sewice delivery and more so at the

County level. In the current Frnancial year, National Executive has publicly2 blamed delayed
disbursement to County Govemment on pressure of Eurobond debt payments.

Our Key Aeks

. The Senate should compel the National Treasury to disburse the resources due to counties
as per the disbursement schedule approved by Senate alongside the County Allocation of
Revenue Act.

In the ongoing national discourse on public debt sustainability, Senate should guard County
Govemments from bearing the brunt.
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Conclusion

The Hub is cognizant of the state of the economy, including revenue performance and the
state of public debt. Even then, maiority of the functions assigned to County Govemments
are the lifeline of citizens. Therefore, in this year's revenue sharing deliberations and decisions,
we cdl on Senate to dil;gendy execute its mandate of protecting devolution.

In the same vein, the Hub wges the Senate to step up its oversight role towards prudent,
equitable and accountable utilization of public funds both at the county and national level.
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18'h April 2024

The Clerk of the Senate

P.O. Box 41842-00100

Nairobi

Senl tia e-mail

Re: Memorandum on the Division of Revenue Bill. 2024 [National Assembly Bills No. 14

of 20241

Background

Katjba Instirute (KI) is a research, litigation, constirutional education, and public engagement body

whose principal objective is to achieve social transformation through the Kenyan Constirution. To
achieve that objective, KI promotes the implementation of the Constitution, including its political,

social and economic agenda, and values and principles..

Summary and General Remarks

The Bill seeks to provide for the equitable division of revenue raised nationally between the

national and county governments in the 2024 /25 financial year.

However, the Bill as presented falls short of complying with provisions of the Constirutjon

including those: oudining the criteria for equitable sharing of revenue with particular attention to

how this has been interpreted by the High Court in Council of Counl Couenors u Attong Ceneral dz

4 otbers; Contmlhr oJ Bilgel (rhnsted Pa@) l2020l eKLR, Iargely based on a court-led consensus

between the national and county governments; establishing devolution as a national value and

principle of governance and underscoring the distinctiveness of the county level of govemment

and the need to respect the functional integrity of counties as well as those detailing the principles

of public finance.

Specifically, KI has the following concerns regarding the BiIl
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No ReI Comment/Observation Recommendation
1) Section 2

@efinition of
"Revenue')

The Bill proposes to continue utilizing
the unconstitutiond deEnition assigned
to the term "revenue" under the
Commission on Revenue Allocation
(CRA) Act.

While the Constirution does not
envisage a siruation where some sources
of national revenue are generally
excluded from the levenue that is the
subject of equitable division between
the two levels of govemment, the
definition under section 2 of excludes
levenue drarvn from charges for
national govemment services under
article 209(4) ftom constituting
nationally raised revenue that should
then become the subject of vertical
division.

The Bill should adopt a

definition of revenue that
allows for the nationa]
govemment to account
for all revenue it raises.

2) Schedule as

read with
paragraph 10

of the
Explanatory
Memorandum

The financial year quoted (2020/21) is
different from that cited under
paragraph 10 of the Explanatory
Memorandum (2019 / 2020).

Further, the totd revenue for the
televant year (2020/21) is quoted in the
schedule as 1,570,562,945,014 while the
total revenue for the 2079 /20 financial
year is cited as 1,578,035,418,993. This
creates a discrepancy amounting to
7,472,473,979.

Additionally, in the interest of
devolution and its susta.inability, the
Senate needs to seriously investigate the
cause underlying the three-year lag in the
"most recent and approved accounts".
Where this is occasioned by a delay in
the Auditor-General, the Senate should
deliberate how to improve efficiency in
the audit process. Where the delay
emanates from the Natiooal Assembly's
approval process, the Senate needs to
engage the National Assembly on how
the process can be fasttracked.

This needs to be
sueamlined to reflect the
correct year as well as the
accurate total revenue for
the year.

Investigate the cause for
the three-year l^g in
audited and approved
accounts

3) Paragraph 8 as

read with
paragraph 9(a)
as well as the
contents of

The growth or performance of revenue
referred to is not disclosed nor is the
increase of 16.6 billion that accnres to
counties as a result of the said growth
explained with respect to how it was

The Bill needs to indicate
the total revenue growth
registered as well as the
basis for adjustment that
results in a 16.6 billion

2lPage
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mentioned case in which the
court stated in paras 99 & 100

that

[among others) "National
Intetest" cannot be thc basis

for setting asidc teuenuc

fum the Consolidated
Futtd but is a criteritfor the
allocation of the cquitablc
shate, . .

and

The national intcrcst is in
m1 dent just a faetor to be

considzrcd befote the fuads
arc equitabljt allocatcd to
cach lcacl of goaentment, It
does not cottstitutc a
scparutc fadion tha, hos to
be allocated monql

b. The consequence of the above
approach is that nationally raised
revenue that then becomes
subiect to sharing under Table 2
is significandy reduced to the
disadvantage of counry
gol'effunents and in favour of
the nationa.l government that is

the custodian of the funds
allocated under the selected

factors.

2. Based on historical trends as well as

the position elicited under the Budget
Policy Statement (page 80), the funds
dlocated to expendirure items prior to
the vertical revenue split (prior to the
determination of what then amounts to
shareable revenue) becomes the
preserve of the national government.
The fact that the expenditure items
detailed under "National Interest" in
both Table 2 and peragraph 13 include
functions that are constitutionally
county goverflment runctions such as

irrigation and fertilizer subsidy
initiatives renders the allocations
unconstitutional to the extent that the
funds are to be administered by the
national government. It dso offends the

4lPage
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ParagraPh
28O) of the
Explanatory
Memorandum

setded on as a proportion of the total
growth. This violates the constitutional
principle of openness and accountability
under art 201(a).

This want for openness is further
revealed in the failure by the Bill to fully
account for the difference between the
CRA's recommended increase of 22.5
billion under paragraph 28(b) against the
16.6 billion recommended in the Bill.

The failure to ensure openness also
impacts the meaningfulness of any
public participation given that the public
does not have the requisite information
to inform the meaningfulness o[ their
engagement with the Bill.

increase rather than
CRA's 22.5billion in order
to provide the Senate 'vith

^n objective basis for
deciding between these
two ptoposals.

4) Table 2 of the
Explanatory
Memorandum

The table is a representation of how the
Bill accounts for its application of the
Article 203(1) constitutional criteria in
the determination of the vertical
cquitable sharing of revenue.

1. The approach to the vertical division
of revenue revealed in the table offends
the consdrutional pror"ision for the
criteria under article 203(1) and its
application as interpreted by the Court
ia Cotancil oJ Comj Gownors u Altong
General ds 4 olhers; Contmlhr of Btdgel
(ntcn$ed Paij.

What article 203(1) of the
Constirudon provides is a

criteria with factors that should
be taken into account when
determining the vertica.l revenue
split. The Bill has, under Table 2,
converted some of these factors
(national interest, public debt,
other national obligations,
emergencies) into priority
expendirure items to which it
has assigned funds outside the
requirement for vertical sharing.
In doing this, the Bill continues
to unconsdrutionally put the cart
before the horse in a direct
violation of the holding of the
Hiqh Court in the above-

a

The approach to vertical
division needs to be
revised to ensure
compliance with intringed
provisions of the
Constirution as elaborated
by the High Court.
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courtJed consensus between the two
levels of government as contained in the

2'd Mediation Report fded in court in
Coundl of Comj Goaenon u Attong
General dz 4 otbers; Contmller of Bilgel
(nhrcsted Pa@) where it was agreed and
the Court endorsed the position at para

101 to the effect that:

nthere a function has bcen

carmarkcd as orrc being of
national intcrcst an allocation

for the same ought to be

allocaled to gooernment leucl
that has been assigned the

function under the fourth
schedulc:

3. Item (C) of Table 2 makes reference
to an expendirure tided "Earmarked
Strategic Interventions". Wh.ile it is not
clear from the reading of the Bill what
these refer to and how different these

are from those listed under "National
Interest", a reading o[ the Budget Policy
Statement reveals a broad l-ist of
proposed interventions that span across

functions that include and overlap with
county functions.

Observations number (2) and (3) above
offend the distinctiveness conferred on
county govelnments under arttcle 6(2)
of the Constitution as well as the
constirutional imperative under article
189(1)(a) for each level of government
to respect the functions integrity of the
other level of government.

Conclusion

The Senate needs to make recommendations for the revision of both the Bill as well as the affected

provisions of the law to not only ensure the equity of the vertical revenue split but even more

importandy to ensure constitutional compliance in the vertical division of revenue that rvill

guarantee the sustainable funding of devolved governments.
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While the Bill complies with the constirutional imperative to ensure that not less than 75o/o of
tevenue raised nationally is annually allocated to counties, this compliance is marginal and is

contributed to by an apparent lag in having more recent audited and approved revenue accounts.

The consequence is that while annu^l national government expenditures are based on the proiected

revenues for that year, the share that counties get is calculated as a percentage of revenue from, at

least, three financia.l years ago. \Uhile this finds constirutional footing, the net effect is that in real

terms counties are underfunded given that about half (for instance, tbout 46.70/o in the 2024 / 25

financial year) of current anticipated revenue receipts are not factored in arriving at the percentage

of revenue that is annual dlocated to counties. A combination of political goodwill and liaising
with the National Assembly to fastrack the apptoval o[ audited accounts is, therefore, needed to
ensure substantive equity in the Frnancing of counties from revenue raised nationally.

On behalf of Katiba Institute

Dr Henry Paul Gichana

Katiba Instirute
House No. 5, The Crescent, Off Parklands Road
P.O. Box 26586-00100
Nairobi

in li r(lkatrbairrstirtrtt .ols
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Institute of
Economic Affairs

MEMO

Institute of Economic Affairs - Kenya

Views on the Division of Revenue Bill (National Assembly Bill No. 9 of 2023)

Datez2d Lpil,2024

The Institute of Economic Affairs (IEA Kenya) is a think-tank that provides a platform for informed
discussions in order to influence public policy in Kenya. We seek to promote pluralism of ideas through
open, active and informed debate on public policy issues. We undertake research and conduct pubLic

education on key economic and topical issues in public affairs in Kenya and the region, and utiLize the

outcomes of the tesearch for policy dialogue and to influence policy making

L
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This memo presents the IEA-Kenya response to the Senate's call for the public to provide
their input into the Division of Revenue Bill, 2024. Below is a summary of our
tecommendations:

For parity and to ensure that delivery of devolved services is not undermined, we
tecommend that allocation to County Govemment Equitable Share to be in the
neighbourhood of Ksh 460 billion.

Trends on county govemment Equitable share as a percentage of total shareable revenue has been
declining over the last seven years contlasted by that for the national govefiunent revenue which
has been increasing. Between 2017 to 2023, the average proportion of county government
equitable share to total shareable revenue is 77.9o/o. Using this ratio and based on actual ordinary
revenue for F\ 2023 /24 our ptoposed dlocation to county goveffrnent equitable share translates
to about Ksh 460 billion. Besides the inconsistency in the approaches used in computation of
allocation of national raised revenue to either level of government often lavours the national
government.

II. The Senate should call for a predictable definition ofNational Interest and exercise
oversight over public debt management given their implication on totd shareable
revenue

Since 2013, it is not clear what constitutes national interest as one of the items for evaluation of
the DORB as per Article 201(1). Lack of predictability and clarity on the dehnition o[ national
interest is subiect to abuse. Jusrification for addition of an item such as Presidential Bursary under
National Social Safety Net is for example, missing. Equally the Senate involvement in review of
medium term debt strategy and oversight on sustainability of public debt is important given the
effect of servicing cost on reducing the shareable revenue and in rurn equitable share to county
governments.

III. Approval of the DORB, 2024 should be contingent on the National Treasury
addressing inconsistencies and discrepancies that undermine overall transparency
of the Bill

We have cited two discrepancies in the Bill, one on the quantum of RMLF and the other the
corect figure for the most recent audited and approved revenue. These two obscure meaningfi:l
interaction and interpretation of the content of this Bill by the public. Besides, these discrepancies
and inconsistencies are a signal for mischief, that if unchecked will more often than not be at the
disadvantage of counties.

Iv The National Assembly should expedite the review and approval process of the
OAG reports since delays leave the National Treasury no choice but to use dated
{igures for the audited and approved revenue in assessment of whether they have
complied with Article 203(2X3).

I

2

County equitable share as a percentage of &ted Egures for audited and approved revenue usudly
exaggerate government's compliance to the 157o threshold. Such information is misleading to the
general public and undermines accountabi.lity.
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Issues on the Division of Revenue Bill,2024

This Memo presents a number of issues that the IEA-Kenya has identified from its review and
analysis of the DORB, 2024. These issues inform our recommendations to the Senate as

summarised in the preceding page.

1. Declining County Govemment Equitable share as a petcentage of total shatable
levenue.

The government proiects to collect revenues amounting to Ksh 2,948 billion in FY 2024/25,whtch
represents 14 percent increase from last year's projection of Ksh 2,571.2. In the DoRB, 2024 the
National government is projected to receive Ksh 2,549 billion which represents 86.57o of total
projected revenues while Ksh 391.1 billion is projected to be allocated as Equitable Share to the
County govemments, representing 13.3% olthe total profected revenues. Proposed Equitable for
Fry 2024 / 25 is expected to increase by less than two percent from last year's allocation of Ksh
385.4 billion.

Whereas the nominal amounts of equitable share have been rising, equitable share as a percentage

of total sharable revenue has been declining over the years. Chart 1 shows that allocation to
Equitable share to counties a percentage of totd sharable revenues declned from 19.4o/o in 2077

to the propose d 13.3% in 2024. By contrast, allocations to the national government as a share of
total sharable revenue has been rising from a rate of 79.4o/o to the proposed 86.5% over the same
period.

82.37 84.68 86..1j
79.37 81.13 82.83 82.59

19.3(r I I1.60 16.86

78.7{t

17.05 20.tt{ t7 .28 11.99 t 3.27

lol l l{ )ll lol.l:t)lr :{)ltt

So*ce: DoKB 2017-2024

2019

Going by the CRA's recommendation fot FY 2024/25, proposed equitable share to county
goverrunent of Ksh 398.1 billion represents 13.57o of total shareable revenue. This is marginally
more than National Treasury's proposal by merely less than one percentage point.

It is clear that the approaches used for the computation of revenue dlocation favours the national
govemment but is biased against the county govemments. This is against the 'parity principle'
which speaks about ensuring that proportional tevenue allocation to either level o[ government
should not fall or rise disproportionately. In other words, one level of govemment, in this case the
county govemments should not be punished at the expense of the other, national government,
and vice versa.

3

Chart 1: Trends in National Govemment Share and County Govemment Equitable Share
as a 7o ofTotal Shatable Revenue

I Allocetion to National Govemmnet t County Govemment Equitable Share

2()20 2021
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2. Dillerences in approaches in computation and classification of revenue by the
National Treasury and the CRA

Table 1 below is an illustration of differences in revenue allocation by both the National Treasury
and the CRA. Both instirutions have provided different levenue figures for the FY 2024 / 25
allocations. Treasury's figures are consistent with the figures in the approved Budget Policy
Statement @PS) 2024.

Table 1: National Treas and CRA's Revenue calculation

Treasury has applied tevenue growth rate of 1 .5 percent which ranslates to Ksh 16.6 billion
increase in the equitable share to counties. CRA on the other hand, has applied a 3.3 percent
gro'q/th rate to the equitable share which translates to Ksh 22.5 billion. The differences which stem
from the different approaches used in the computation ofequitable share has been witnessed over
the years and hence, needs to be addressed and the figures harmonized in accordance with the
Constirution.

3. Inconsistencies and discrepancies obscure public interaction and engagement with
the DORB,2024

Review of the DORB, 2024 rcveals a number of inconsistencies and discrepancies that make it
difficult to interact and interpret some of the content of this Bill. This issue is not unique to the
DORB, 2024 but has been recurring and may be a signal to some mischief.

The IEA-Kenya has noted that audited and approved revenues fot FY 2019 /20 used in DoRB,
2023,is higher compared to the figure for Fy 2020/21 used in the DoRB,2024. The explanation
provided is that there was an overstatement of Ksh 100 billion which has since been adjusted to
Ksh 1,578.0 billion (induding AMISON Grant of Ksh 4.6 billion). This amount is still higher than
the Ksh 1,570.6 figure fot F\ 2020 /21. Past trend shows that revenues inctease every year and
therefore the decline raises question as to whether the correct fig:res have been provided.

The National Treasury should ensure uniformity in the statement of revenues since audited
revenues forms the basis of assessing compliance with Article 203(2)(3) of the constitution the
government should allocate at least 15 percent ofrevenues raised nationally to counties as equitable
share, based on the most recent audited revenues approved by the National assembly.

We have also noted differences in the quantum for Road Maintenance Fuel l,evy (X.MFL) which
has been deducted from last years'Equiable share. This allocation will be trans ferred to counties
as conditional allocation from FY 2024/25. Treasury deducted Ksh 10.9 billion while CRA
deducted Ksh 9.8 Billion. Which is the correct 6gure for the RMFL?

Furthermore, it is important to point out that the use of dated audited and approved revenue does
not provide the true picture of the extent of the govemments' compliance with article 203. As

4

SharableTotal
Revenue 2,571.2 2,948.1 2,571.2 2,958.6 1 5.1

National Government 2,177.4 2,549.2 17.1 2,177.4 2,552.1 17.2
EquitableCounty

Share 385.4 391.1 1.5 385.4 398.1 -r. -,

a

National Trcasury CRA

2023/u
(K6h
Billions)

202t/2s
(K"h
Billions)

% govnh 2023lU
(Ksh
Billions)

20u/2s
(KBh
Billions)

% gtowth
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demonstrated in table 2, the last column shows that if the audited and approved revenue ftgures

for the prior year to the DORA year were available, the proportion of the 'real' equitable share is

lorver than what the picture is currendy (column 5).

Table 2 Trends in Audited Revenue and uitable Share

Sotce: DoRA 2017-2024

For example, in the DoRA, 2017, equitable share was calculated on the basis of the FY 2013/24
audited and approved revenues. This yielded a :.ate of 32.3 percent in comparison to 22.2 percent
rate when audited revenue accounts for FY 2076/ 17 were used. Therefore, dated audited levenue
accounts imply that counties are receiving a bigger percentage of equitable share compared to
more recent audited accounts This therefore, calls for national discussion of interventions towards

ensuring that the process of auditing and consequendy apptoval is aligned to the Constitutjonal
timelines.

4. Definition of National interest and public debt and their implications on Total sharable
tevenue

a) National Interest - The definition of what should constirute the national intetest under article

203 (1)(a) has a direct bearing on the balance of funds to be shared between the two levels of
goverunent. Determination of the items to be considered as national interest has always been

done in an arbitrary manner and therefore open to abuse. For instance, no reasons have been

given as to why president'al bursary should be consideted as an item of national interest. There

is therefore a need for boundaries when determining what constitutes this to deter abuse,

however, small flexibility should be allowed. A clearer definition should be provided to
eliminate the ambiguousness in the definition of national interest.

b) Public debt - We note that public debt burden has risen significandy over the past few years

but the redistribution of the debt burden has not been done in an equitable rrvrnner. Counties

have been left to bear the debt burden by not receMng their tair share of increased revenues.

Debt repayment forms part of the mandatory payments made by the government. Therefore,
increase in public debt stock and its related costs has reduced total sharable revenue which has

further reduced revenue allocation to counties as shown in the chart below. Trends indicate

growth in public debt between Fy 2014/15 and 2022/23 from 44.8 percent to 71.4 percent.
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Consequendy, equitable share as percent of GDP has decline in the same period from 3.9
percent to 2.8 percent.

Chan 2: Trend of Public debt and Equitable share as a percentage of GDP
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The National Assembly should provide adequate oversight to ensure prudent public debt
management. This will ensure that public debt does not rise beyond sustainable levels and that
more revenue is available for counties development and provision of services.

,

6

3.5

3.1 3
2.87

-



I

REPUBLIC OF KENYA

THTRTEENTH PARLTAMENT I SECOilD SESSION

THE SENATE

At the srtt rngs of the Senate held on Tuesday 26 ' March' 2024' Wednesday' 27' March' 20

ii ri.i., Tbinl i ri" Erii trsted at tt" t.iona c'otrmn below ware tntroduced In the Senals bV

.^ait rirtt", ,t".d commrtted iolle ,espect,"e Slanding cornmittees indicated at the t

pursuant to the provrsions of Artrcle llg o{ the constrtutron and standrng order 145 (51 ol theSenate Slandrng

0rders. the Commrttees no* ,n,i.lniJr.ttrJ...U.rt A the publc to*submit any reptesentatrons that theY

ma have on the Erlls bY waY of wrrtten menrcranda'

The memoranda may be submrtted to the cleth of the senale. P.0. 8ox 4l8r'2-0010o' Nairobr' hand-delrvered

to rhe Otlice of rhe Cterk "f 
th;6;;i;. iiiin 

-p.itii.""t 
3ui6rngs, Narobi or. emarled to,clttl';3n'tc@

prtlt monl'8o.la anrc copred i" rrtt 
"rntti 

iooresses ol lho-te6p';trve-commrlte€ rndrcated at the loutth

["rrr^ U"foi. to b€ recerved on or belore lurrdry. l0'Adl.2Gl4 at 5'E p'm'

24 and Thursday 28"
way of Frtst Readrng

hird column.

Etll

al !The Cancer Preventlon
and Contf ol IAmendment )

t[Uo.2] B,tt. 2022 (Natronal

lAssembly Br lls t{0.45 of

eo?z)

Conmtttar f,rhrrrd
To

Standrng Committee
on Health

Emrll Addreg

healthcommittee.senategrparliament'go'ke

b) The Houses of Pathamenl
'IBicameral Relat rons) Brll.

2023 (Natronal AssemblY

Eills No 44 of 2023)

.l iTh" O'",s,on of Revenue Eill' 2024 [Nat ronal AssemblY
rBills No 14 ol 2024)

rll The Local Coolent Erll 2023 Stardrng Com' 
[Senate Erlls No 50 of 2023] on Inergv

Standing Committee
on Justtce. Legel
Atfairs and Human
RiShts

StandrnS Committee
on Finance and BudSe

enerSycommlttae.senaleld parliament.Eo'ke

The Brlls may be accessed on lhe Par[ament web$te at httP://rrr.pa.lixnant.So.L/th]'xn'tt/tour'-
burinas/billr.

,.II. XYEGEI{YE. CBS,
CTERX OF THI SE}.IATE.

I

I Vtl{vlTATlol{ FoR S ISSIOil OF ITEMORAI{DA

a

lscnatejlahrc@Parli!mrnt.t9. kr

tinancebudgetc omm, senal e g pa'liament go lo 
]


