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l'llFlI,'ACFI

I]STAI} LI SII M T]N'T AND M ANDAT T] O F T I I I.] CO M MI'T]' F] I.]

Artiolc 124 (l ) ol- thc Constitution of Kcnya providcs that oach I lousc of l)arliarncnt

rnay cstablish cornrnittccs and shall rnakc Standing Ordcrs lbr thc ordcrly conduct ol'its

procccdings, including tho procccdings ol- its <;ornrnittccs.

Parliarnontary comrnittccs considcr policy issucs, scrutinizc tho workings and

cxponditurcs ol'thc National and County (iovcrnmcnts, and cxatnino proposals for

logislation. 'l'ho cnd rcsult ol- any proccss in Cornrnittccs is a rcport, which is tablod in

thc IIousc lbr oonsidcration.

'l'hc Scnatc Standing Committcc on liinanco and Iludgct is cstablishcd undcr Scction

tt(l) otthc I'ublic liinancc Managcrncnt (l'}lrM) AcL,2012 and standing ordcr 228 <tl'Lhc

Scnatc Standing Ordcrs and is rnandatcd to-

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

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

(i) thc Iludgct I'}olicy Statcmcnt prcscntcd to thc Sctratc;

(ii) thc rcport on tho budgct allocatcd to constitutional Cornrnissions and

indcpcndcnt olliccs;

(iii) thc I)ivision o1'llcvcnuc Ilill. thc CounLy Allocation of Ilcvcnuc llill,

thc County (iovcrnrncnts Additional Allocations Ilill, and thc cash

disburscrncnt schcdulcs lbr county govcrnmonts;

(iv) all rnattcrs rclatod to rcsolutions and llills lilr appropriations, thc

sharc o1- national rcvcnuc am<lngst Lhc countics, mattcrs conccrning

thc national budgct, including public linancc and tnonctary policics

and public dcbt, planning, and dcvcloprncnt p<llicy; and

b) I)ursuant to Articlo 228 (6) ol- thc Constitutit)n, to cxarninc thc rcprlrt <ll- thc

Controllcr ol' Iludgct on thc implcmontation ol' thc budgcts ol' c<lunty

govcrnmcnts.
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M EM I}ERSI III' OF THE COMM I'T'I'F],E

liollowing thc constitution ol-thc Standing Cornrnittccs of thc Scnatc of tho 'l'hirtccnth

( l3th) Parliarncnt on 'l'hursday, l3th Octobor. 2022, thc Scnatc Standing Committoc on

liinancc and lludgct as currcntly constitutod cornpriscs thc lbllowing Mcmbcrs-

l) Son. (Capt.) Ali Ibrahirn ltoba, Ii(iII, MP - Chairperson

2) Son. Maurccn'l'abitha Mutinda, MI) - Vicc-Chairpcrson

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

4) Son. Joycc Chcpkocch Korir, MP - Mcmbcr

5) Scn.'l'abitha Karanja Kcro<;ho, MP - Mcmbcr

6) Scn. Moharncd lraki Mwinyiha.ii, MI' - Mcmbcr

7) Son. Itiohard Momoima Onyonka, MI) - Mctnbcr

8) Son. Shakila Abdalla Mohamcd, MP - Mcmbcr

9) Scn. liddy (iichcru Okotoh, MP - Mcmbcr
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CI IAIRPEITSON'S FOITEWORI)
'l'hc l)ivision ol'ltovcnuc llill (National Assombly Ilills No.9 of'2023) was publishcd

vido Kcny a (]arsttc Supplcrnont No.32 ol-20th March, 2023. 'l'hc llill was intrclduccd in

thc National Assornbly, dcbatcd and passcd withclut amcndmcnts on 2l't March, 2023.

Conscquontly, in accordancc with Artiolo I 10(4) ol' thc Constitution, thc llill was

rcl'crrcd to thc Scnatc frlr considcration.

'f'hc Ilillwas rcad a liirst'l'irnc in thc Scnatc on'l'hursday,23''d March, 2023. 'l'hcrcallcr,

pursuant to standing ordcr 145 ol'thc Scnatc standing ordcrs, thc Ilill was cornrnittcd to

thc Standing Cornrnittcc on l;inan<;c and Iludgct lor considcraticln.

'l'hc I)ivision ol' Itovcnuc BiIl, 2023 is prcparcd in linc with Articlc 21tl ol' tho

Constitution. It providcs lor vcrtical sharing ol- rcvcnuc raiscd nationally bctwccn thc

national and county lcvcls o1'govcrnrncnt in thc l.inancial Ycar 2023124 in accordancc

with Articlc 202 of thc Constitution.

'l'hc rcvcnuc sharcd is calculatcd on thc basis ol'thc rnost rcccnt auditcd aco<lunts <ll'

rcvcnuo rcccivcd and apprcvcd by thc National Asscrnbly (Articlc 203(3) ol' thc

Constitution). 'l'hc lalcst auditcd rovcnuc approvcd by thc National Asscrnbly is lbr thc

lrY 2019120 and amounts to Kshs.1,6J3.714 rnillion.

'l'hc pro.jcctcd rcvcnuc collcction lbr thc IrY 2023124 is cstirnatod at Kshs.2,571.2

billion. Out ol'this, thc National (iovcrnmcnt is allocatcd Ksh.2,155.3 billion, which

rcprcscnts 84.7% ol'total rcvcnuc whilc proposcd Courrty (iovcrnrncnts cquitablc sharc

is Ksh.3tt5.4 billion rcprcscnting 15oh ol'thc total rcvcnuc.'l'hc lrqualization l;und is

cxpcctcd to rcccivc Ksh.tt.4 billion.

'l'hc total sharablc rcvcnuo is cxpcctcd to incrcasc by Kshs.429.57 billion, cquivalcnt to

20 pcrccnt incrcasc liorn thc allo<;ation in thc I)ol{l}, 2022. I lowcvcr, thc National

(icrvcrnmcnt allocation will incrcaso by Kshs.4l3.27 billion (23.43 pcrcont) whilc thc

County cquitablc sharc will incroasc by Kshs.15.425 billion (4.2 puccnt).'l'hc proposcd

incrcasc in thc County cquitablc sharc by 4.2 porocnt is duc to adiustrncnt to rcvcnuc

growth by Ksh.l5 billion and an allocation ol'Ksh.425 rnillion towards thc translor ol'

library lunctions to thc 33 bcncliciary countics.
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lrollowing considcration ol- thc 2023 Iludgct I'}olicy Statorncnt approvcd by thc IIousc,

thc Sonatc madc sornc kcy rcsolutions with rcgard to thc l)ivision ol- ltcvcnuc. '['hcsc

rcsolutions includc-

a) '['ho county cquitablc sharc should bc sct at Kshs.407 billion;

b) Library scrviccs allocation ol- Kshs.425 rnillion should not bc part ol- counly

cquitablc sharc and may only bo disburscd to c<luntics undcr thc additional

allocations;

c) 'l'hc Itoad Maintcnancc Lcvy liund (ltMt,tr; should not bc disbursod as cquitabk:

sharc and thus should bc disburscd as part ol'thc county additi<lnal allocations;

and

d) 'l'hc allocation to thc Irqualization l;und Ibr IY 202312024 should bc Kshs.tl.65

billion cal<;ulatcd as pcr Articlc 204 (1) of thc Constitution.

I)uring considcration ol'thc I)ivision ol'llcvcnuc, 2023. thc Cornmittcc hcld rni:ctings

and rcccivcd vicws liorn thc lollowing kcy stakcholdcrs-

a) '['hc National 'l'rcasury and Irconornic Planning;

b) 'l'hc Council ol'(iovcrnors (Co(i);

c) 'l'hc Cornnission on Ik:vcnuc Allocation (CltA):

d) 'l'hc Institutc ol'Ccrtilicd Accountants ol-Kcnya (ICI'AK);

c) 'l'hc Intcrnational lludgct I)artncrship (lllP)-Kcnya; and

l) Institutc ol- Ijconomic AIlairs.

Committce Obscrvations
'l'hc Cornrnittcc considcrcd thc Ilill and rnadc thc lbllowing obscrvations. 'l'hat -

a) 'l'hc proposcd county cquitablc sharc has not takcn into zrccount thc

maoroccon<lrnic challcngcs cspccially as pcrtains to inllation, cost ol-

comrnoditics and cxpcnditurc growth. 'l'hc growth lactor ol- 4oh is signilicantly

lcss than thc prcvailing inl)ation ratc <tl'9.2Yo as at March2023. At thc vcry lcast,

allocation to countics should takc int<l aocount thc ratc ol- inllation in ordcr to

cnablc countics to continuc clliciontly dolivcring sorviccs ovcn as thc priccs ol'

goods and scrviccs continuc t<l incrcasc.
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b) 'l'hc inclusion ol'Ksh. 425 rnillion attcndant rcsourccs ltrr thc pay roll rclating to

library sorviccs in thc county cquitablc sharc is unproccdural. 'l'his is bccausc

thcsc lunds havc alroady bccn carmarkcd lbr a spccilic purposc and cannot bo

distributcd using thc rcvcnuc sharing ltlrmula. Indccd, thc rosourccs havc bccn

carvcd out Iiorn tho Kcnya National l,ibrary Scrvicos rocurrcnt budgct and not

lrorn proicctcd rcvcnuc. As such, all factors considcrcd, thc allocation lor

translcr ol-library scrvicos is by dclinition, an additional allo<;ati<ln to <;ountios.

c) 'l'hcrc is lack ol' c<lnscnsus on thc dclinition ol' rcvcnuc as applicd to thc

cqualisation lund.'l'hc Cornrnittoc notcs that Articla204(l) ol'thc Constitution

rolbrs to all rcvonuo collcctod and not .just ordinary rcvcnuc. As suoh, thc

allocation to thc cqualisation lund lbr lrY 2023124 should bc sct at Ksh. tt.65

billion (0.5% ol-Ksh. 1.130 trillion) and not Ksh. tt.36tt billion as containcd in

thc Ilill.

d) 'l'hc inolusion of thc Itoad Maintcnancc Lcvy liund (l{Mllr) allocation to

countics in tho county cquitablc sharc has madc it dilllcult to rnonitor

disburscmont and usc ol'thc road rnaintcnancc lunds in countics. 'l'hc Corntnittcc

was conccrncd that thosc lunds rnay not havc bccn disburscd to countics.

c) 'l'ho sharc ol'county govcrnlncnt liorn I{MLlr has Ibr thc last two llnancial ycars

bccn consolidatcd with thc county cquitablc sharc. 'l'his cornpromiscs thc purposo

ol'thc lund as contcmplatcd in Itoads maintcncc Lcvy l;und Act.

Com m ittee Recom mendations
'l'hc Cornrnittcc having considorcd thc Ilill rccornrncnds -

a) 'I'hat, thc llill bc approvcd with arncndmcnt on dclction ol'thc Schcdulc and

rcplacing with a ncw schodulc indicating as lirllows-

- lrqualization l;und Ksh. tt,654.963,469 bcirrg 0.5'Yo ol'all rcvcnuc (Ksh.

1.730 trillion) ol' thc rnost rcccnt auditcd accounts, approvcd by thc

National Asscrnbly (l;Y 2019120).

- County lrquitablc Sharc Ksh. 407 billion (Ksh. 370 Ilillion at growth

Iaotor ol- t\.4<% to catcr lbr inorcascd cost ol- cornrnoditics and inorcascd

cxpcnditurc gror.vth. liurthcr, an additional ol'Ksh. 5.ti6 billion which ahd

bccn carmarkod ltrr Managcd lrquiprncnt Scrviocs (MIiS).

8
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b) 't'hat, Library scrviccs allocation of Kshs.425 rnillion should bc transl'crrcd to

oountics through thc county govornmcnts additional allocations tncchanisrn

and not county cquitablc sharc.

c) 'l'hat, thc Itoad Maintcnancc [,cvy liund (lfMLli) should no longcr bc part ol-

county cquitablc sharc and should bc disburscd to c<luntics undcr county

govcrnlncnts additirlnal allocation.

Acknowledgcmcnt
I takc this opportunity to cornmcnd thc Mcmbcrs ol'thc Cornrnittcc lor thcir dcvotion

and cornmitrncnt to duty. which rnadc thc considcration ol'tho l)ivision o1'l{cvcnuc I}ill.

2023 succcsslul.

I also wish to thank thc ollicos ol'thc Spcakcr and thc Clcrk ol'thc Sonatc lbr thc support

cxtcndcd to tho Courrnittcc in undcrtaking this irnportant assignmcnt.

Lastly, I wish to thank thc stakcholdcrs who subrnittcd writtcn lnornoranda and who

appcarcd bclorc thc Cornmittcc to prcscnt thcir cornrncnts on thc llill.

It is now my plcasant duty. pursuant to standing rlrdcr 148 (l) ol'thc Scnatc Standing

Ordcrs to prcscnt thc I{oport ol'thc Standing Cornrnittcc on l;inancc and l}udgct on thc

l)ivision of l{cvcnuc I}ill.2023.

Date. .......p.{.. /.{).(.L...r.(2.tsSignaturc

SF],N. MAUI{EI.]N TAI}I'I'IIA M U'I'INI)A, MI'
V I C F]-C I I A I IT I' !]ITSON,

S'I'ANl)IN(; COMM Il'1'EI.l 0N I.-lNANCI,l AN D IiLlI)Gl,l'l'
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ADOI'TION OF'TIIE ITE,POR'I'OF TTIE, STANDING COMMI'T'tI]E ON

FINANCE AND I}UDGE,'I' ON 'TIIF] DIVISION OI.' RI.]VF]NUF] I}ILL,
2023 (NA'[IONAL ASSEMIII,Y BILLS NO.9 OF 2023)

We, the undersigncd Mcmbcrs of thc Scnate Standing Committcc on F'inancc and

Iludgct, do hercby append our signaturcs to adopt this ll.eport-

Scn. Iiddy (iichcru Okctch, MI'} Mcrnbcr

SignaturcNamc I)csignation

ChairpersonI Scn. Capt. Ali Ibrahirn Itoba, llGI I, MP

2

-)

Vicc-Chairpcrson

Mcnrl"rcr

Mcmbcr

I

4

'l'abitha Mutinda, MI'}

i Khalwalc. CIIS. MI'>

Scn.'l'abitha Karania Kcrochc. MI)

Scn. (l)r.) l)

Scn.

5 Scn. Joycc Chcpkocch Korir. MI) _9
,

6 Moharncd liaki Mwinyihaji, MI'Scn.

7

Mcrnbcr

Mcrnbcr

Mcrnbcr

Mcrnbcrtt

Mornoirna Onyonka. MI)

Abdalla Mohamcd, MI'

I(ichardScn.

Scn. Shakila

()
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CIIAI'TER ONE

TIIE, DIVISION OI,'REVENUII BILL, 2023

I. Introduction

l. Articlc 202 oI' thc Constitution rcquircs that rcvcnuc raiscd nationally should bc

sharcd cquitably bctwccn tho national and county govcrnlnonts to lacilitatc scrvicc

dclivcry and pcrlbnnancc ol'all lunctions attaohcd to oa<;h lcvcl ol-(itlvornmcnt.'l'o

this cxtcnt, Articlc 21ti ol'thc Constitution providcs lbr a I)ivision of Itcvcnuc Ilill

to lacilitatc vcrtical sharing ol rcvcnuc raiscd nationally bctwccn thc national and

county lcvcls <ll' govcrntncnt.

2. In this rcgard, thc l)ivision of ltcvcnuc Ilill (l)oltl)) 2023 has bcon prcparcd to sharc

rcvonuc raiscd nationally bctwccn thc ational (iovcrntncnt and thc county

govcrnmcnts ltrr thc linancial Ycar 2023124. In linc with Articlc 203(3) tll-thc

oonstitution, thc rcvonuc sharcd is calculatcd on thc basis of thc most rcccnt auditod

acc<lunts of rcvonuc rcccivcd and approvcd by thc National Asscrnbly; in this casc

bcing IY 2019120.

II. Equitable Sharc of Rcvenue

3. 't'hc pr<licctcd rcvcnuc collcction lor l;inancial Yctr 2023124 is cstirnatcd at Ksh.

2,511.2 billion. 'l'hc rcspcctivc allocations to thc nzrtional govcrnlncnt, county

govcrnmcnts and thc Irqualisation liund stand at Kshs. 2,177.3 billion, Kshs. 385.425

billion and Kshs. tt.36 billion rcspcctivcly.

4. 'l'hc proposcd county cquitablc sharc lor lrY 2023124 ol'Kshs. 385.425 billion is

cquivalcnt t<t 23.03%t ol- thc last approvcd auditcd rcvcnucs cstitnatcd at Kshs.

1,673.714 billion lirr l;Y 2019120.'['his rcprcscnts a growth ol- approximaLcly 4Yo

liorn thc financial ycar 2022123 all<tcati<ln of Kshs. 370 billion. 'l'hc incrctncnt in

allocation lor liY 2023124 is on account ol'Kshs. l5 billion incrcasc liorn thc basclinc

ol-Kshs.370 billion duc to ad.justrncnt to rcvcnuc growth and an allocation ol'Kshs.

425 million towards translbr ol- library Iunctions to thc countics.

5. 'l'hc I)ivision ol' I{cvcnuc I}ill, 2023 highlights thc ltrllowing lactors as kcy

considcrations in dctcrrnining thc County lrquitablc Sharc lor lrY 2022123:
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IV

'['hc propcrscd cquitablc sharc of Kshs.3tl5.425 billion in thc l;Y 2023124 is

cquivalcnt to 23 .03Yo of'thc last auditcd accounts (Kshs. 1,673,1l4 rnillion lor

ItY 2019120) and as approvcd by thc National Asscrnbly. 'l'hc proposcd

allocation thorcltlrc rnccts thc rcquircmcnt ol- Articlc 203(2) ol' thc

Constitution;

IIigh lovcl ol'dcbt linancing as wcll as clcvatcd dcbt risk;

l;inancing constraints duc to lirnitcd aoccss to linancc in thc dorncstic and

intr:rnational linancial markcts. Notably, 'l'hc National 'l'rcasury did not

disbursc Kshs. 29.6 billion to County (iovcrnrncnts in thc l;Y 2021122 rJucl.<t

Iinancial constraints

'l'hc (iovcrnmcnt is also irnplcmcnting a llscal consolidation plan so as to

lowcr thc [-rscal dclrcit and slow down dcbt accurnulation. 'l'o rclloct this fis<;al

tightcning, thc National (iovcrnrncnt rccurrcnt cciling growl"h has bccn

rcstrictcd, dcclining liorn a growth of l0.3nh in IY 20llll8 to l.2YoinltY

2023124; and

'l'hc tact that thc National (iovcrnrncnt continucs to solcly bcar shortlalls in

rcvcnuc in any givcn linancial ycar, rvhilc Countl, (i<lvcrnmonts rcccivc thcir

Iull allocation dcspitc thc budgct culs all'ccting thc National (iovcrnrncnt

cntitics.

6. Library bcing a dcvolvcd lirnction as providcd lbr undcr thc liourth Schcclulc ol'thc

Constitution. has bccn unbundlcd and attcndant rosourccs arnounting to Kshs. 425

rnillion idcntilicd and proposcd to bc fully transl-crrcd to County (iovcrnmcnts. '['his

arnount ol'Kshs. 425 rnillion has bccn includcd in thc cquitablc sharc allocation hlr

thc 33 County (iovcrnmcnts in a phasod approach starting liorn liY 2023124 aL l00Yo,

75oh l\>r l;Y 2024125 (balanco ol 25n/o to bc sharcd as cquitablc) and 25oh l-or l;Y

2025126 (balancc <tl-15<% to bc sharcd as oquitablc)). l;rorn thc ftrurth liY, that is liY

2026127, thc 33 County (iovcrnrncnt's will bc rcquircd to intcgrzrtc thc salarics <lf

thcsc stalf into thcir pay roll, allcr which thc cntirc Kshs. 425 rnillion will bc

availablc lbr sharing as cquitablc sharc among lhc 47 County (iovcrnmcnts, in linc

with thc principlo ol'translorring rcsourccs to dcvolvcd lunctions.
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CI IAP'I'I],R 'I'WO

SUI}M ISS I ONS BY STAKI.]H O LDI.], RS

'l'hc Chaptcr cntails submissions liom various stakcholdcrs rcgarding thc llill. 'l'ho

lirllowing stakcholdcrs appcarcd;

l. 'l'hc National 'l'rcasury and I'lconotnic I)lanning;

2. 'l'hc Council ol'(iovcrnors;

3. 'l'hc Cornrnission on llcvcnuo Allocation;

4. 'l'hc Institutc of Ccrtil-rcd Public Accountants (lCI'>AK) and Intcrnational Iludgct

Partncrship (lllP); and

5. Institutc ol'llconomic Allairs (llrA).

I. I'TIE, NA'TIONAL'IITI]ASUI{Y AND F]CONOMIC I)I,ANNING

'l'hc Cabinct Sccrctary appcarcd bclbrc thc Cornmittcc and subrnittcd as lollows-

7. 'l'hc l)ivision ol- Rcvcnuc Ilill, 2023 has bocn prcparod in lulllhncnt ol' thc

rcquircmonts of Articlc 218(2) ol'thc Constitution and Scction 191 ol'thc I'}ublic

Iiinancc Managcrncnt Act 2012. 'l'hc Ilill proposcs to allocatc an Irquitablc Sharc lbr

l;Y 2023124 ol'Ksh 385.425 billion which is cquivalcnt tt> 24.5oh ol'tho last auditcd

accounts as approvcd by I'arlialncnt. 'l'his is an incrcasc liom Ksh 370 billion

allocatcd in thc l;Y 2022123.

8. Iiquitablc rcvcnuc sharc allocation to County govcrnrncnts lbr ltY 2023124 thcrc's

ad.iustrncnt lbr rcvcnuc growth ol'Ksh. l5 billion and transl'cr ol'library scrviccs ol'

Ksh.425 rnillion which adds up to Ksh. 385.425 billion'l'thc llill also providcs

allocations to thc liqualization l;und arnounting to Ksh 7,867,000,000 in thc lfY

2023124.

'l'hc itorns on thc I)ivision ol'llcvcnuo by thc National 'l'rcasury arc;

i. I'l'liM A: 'l'otal sharablc l{cvcnuo o1'Ksh 2,571,159,000,000

ii. I'l'ltM I]: 'l'ho National (iovcrnrncnt sharo ol'rovcnuc raisod nationally

arnounting to Ksh 2,177,861,000,000 (ol- which I 1.016,000,000 which

shall bc transl-crrcd to county govcrnlrcnts as additi<lnal conditional

allocations.
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iii. I'llrM C: Allocation of l;.qualiz,ati<rn l;und

iv. I'l'liM I): County cquitablc sharc arnounting to Ksh 385,425,000,000

9. S<lrnc o1'thc dill'crcnccs bctwccn thc Ilill subrnittcd by thc National 'l'rcasury and that

ol' thc National asscmbly:

i. 'l'hc National 'l'rcasury proposcd to allocatc Ksh 7,867,000,000 to thc

ltqualization Iund whcroas tho National Assornbly approvcd allocati<ln ol'Ksh

8,368,514,000 which incrcascs thc lund by Ksh 501,574,000.

ii. 'l'hc Nati<lnal 'l'roasury had proposod to allocatc Ksh. 2.ll1,t\67,000,000 as

National (iovcrnlnont raiscd sharc of Ilovcnuc raiscd nationally whilc thc

National Assombly approvcd an allocation ol- Ksh. 2,117,365,426,000 thus

rcducing it by Ksh. 501 ,574,000

iii. 'l'hc National 'l'rcasury applicd Ksh. 1,573 billion as thc rnost rcccntly auditcd

and approvod rcvcnuc rolating to l;Y 2019120 whilc thc Nati<lnal Asscrnbly

applicd Ksh. 1,673 billion as thc most roccntly auditcd and approvcd rovcnuc

rclating to IY 2019120 bringing about a diflbrcncc ol'Ksh I 00 billion.

10.'l'hc dillcrcnccs arc attributcd to doublc counting ol'rcvonuc ol'Ksh. 95.7 billion

collcctcd by govcrnrnont invcstrncnts and public cntcrpriscs dcpartrncnt ol' thc

National 'l'rcasury. liurthcr, nMISON grant of Ksh. 4.6 billion was trcatcd as part ol'

ordinary rcvcnuo.

I l.'l'hc National 'l'rcasury rcoolnrncndcd thc nccd lbr cngagcrncnt bctr.vccn various stakc

holdcrs to solvc thc issuc ol'classili<;ation o1'ordinary rcvcnuc as pcr CIIA Act which

will inlbrrn thc luturc ol' cquitablc sharing ol'rcvcnuc bctwccn thc tw<l lcvcls of

govcrnmcnt.

IT. 'tHE, COUNCII, OF'GOVF],RNORS

'l'hc Chairman, C(Xi 'l'cchnical Cornrnittcc on Iiinancc and Iiconomic I)lanning

appcarcd bcltrrc thc Cornrnittcc and subrnittcd as lbllows-

()cncral Comnrcnts

12.'l'hc Council notcs with conccrn thc proposcd allocation of Ksh.3tt5 billi<ln as

cquitablc sharc ol- rcvcnuc
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13.'l'hc proposcd allocation in thc l)ivision ol'l{cvcnuc I}ill, 2023 has not takcn into

account thc cost of inllation in thc country that has bocn on thc risc in thc rsoont

ycars.

14. 'l'hc Council notcs that thc National Asscrnbly has oitccl linancing constraints and thc

lact that thc National 'l'rcasury did not disburso Ksh.29.6 billion to Countics in thc

l;Y 2021122 as part of rationalc lor thc proposcd county govcrnlncnts cquitablc sharo

allocation.

l5.Sornc ol'thc itcrns classilicd as national intcrcsts includc sornc concurront and sornc

dcvolvcd lunctions hcncc thcrc is ncod lilr raLi<tnalit.ation of'thc allocations undcr

thcsc itcms. 'l'hcsc includc Youth Irmpowormcnt, Irrigati<ln ernd lrcrtilizcr Subsidy

initiativcs.

Specific Commcnts

16.'l'hc Schcdulc bc amcndcd to allclcalc Kshs.2.237 trillion to thc national govcrnrncnt

and Kshs.425 billion to county govornmonts rcspcctivcly. 'l'hc.iustilication is that-

a) 'l'hc sharcablc rr:vcnuc is projcctod to grow by Kshs.379 billion to Kshs.2.57l

trillion in thc l;inancial Ycar 202312024.

b) 'l'hc proposcd adiustrncnt lbr rcvcnuc growth ol'Ksh.l5 billion on county

govcrnmcnts sharc ol- rcvcnuc in thc llill is not cornmcnsuratc with thc

projcctcd rcvonuc growth {br liY 2023124.

c) Allocation ol'Kshs.425 billion to countics rcprcscnts a 15"/n incrcasc liom

l;Y 2022123's allocation ol-Kshs.370 billion and is 25.42 pcrccnt o[thc last

auditcd and approvcd accounts of IrY 201912020 amounting to

Kshs. 1,673,7 I 5 rnillion.

III. '[I-IE, COMMISSION ON RF]VENUE AI,LOCA'I'ION

'l'hc Cornrnission on Itcvonuc Allocatir)n appcarcd bclbrc thc Cornrnittco and subrnittcd

as lollows-

lT.Sharable revenuc bctwcen thc national and county governments for the FY

2023124
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a) 'l'hc llill allocatcs to thc national govcrnmcnt Kshs.2.l174 Lrlllion and county

govcrnlrlcnts Kshs.3 tt5.4 bil lion.

b) 't'hc allocation to national govornmont has bccn incrcascd by Kshs.362.6 billion

Iiorn Kshs.l,tll4.tl billion allocatcd in thc l;Y 2022123 r,vhilc that to county

govcrnmcnts by Kshs.15.4 billion lbnn Kshs.370 billion.

c) 'l'hough allocation to county govcrntncnts ol- Kshs.3tt5.4 billion mor:ts

roquircrncnts ol'Articlc 203(2) cll'at loast l5Yo. Lhc Cornrnission submits that

allocations do not amount to cquitablc sharing bctwccn thc trvo lcvcls ol'

govcrnmcnt.

d) 'l'hc govcrnrncnt prirlritics in thc mcdiurn tcnn includos agri<;ulturc produotivity,

Micro, Srnall and Mcdiurn Ilntcrpriscs (MSMIlS), housing and scttlomcnt,

hcalthcarc, digital supcrhighway and crcativc cconolny.

c) 'l'hc abovo arc oithcr county lunctions or concurrcnt lunctions. 'l'hcrclbrc, it is

irnportant to adcquatcly Iinancc both lcvols of gclvcrnmont if thc abovc prioritics

arc to bo rcaliscd.

D 'l'hc Cornrnission rcitcratcs its rccornmcndati<ln subrnittr:d to l)arliarncntin2022

that county govornlncnts' alktcation bc incrcascd lrorn Kshs.370 to Kshs.407

billion.

18.'I'ransfcr of llccurrent Expcnditure under Library F'unction to llcneficiary

Counties

a) Library scrviccs arc dcvolvcd undcr thc liourth Schcdulo of Constitution. '['hcrc

arc62librarics in 33 countics.'l'hrcc librarics narncly lluru lluru, Milirnani and

Nakuru havc bccn rctaincd by national gtlvcrntncnt.

b) 'l'hc allocation of Kshs.424.6 rnillion is a translbr liom thc national govornmcnt

oquitablc sharc to county govcrnlnonts undor Articlc I ti7 ol'thc Constitution.

19. Allocation to Equalization F'und

a) 'l'hc rnost roccntly auditod and approvcd accounts of all rcvcnuc lbr thc lrY

2019l2O arnounts to Kshs.1,730.9 hillion.

b) 'l'hc Cornrnission notcs that thc sharcablc rcvcnuo dclincd in Articlc 203(2) l\tr

purposc ol- sharing rcvcnuc cquitably is dill'crcnt liorn total rcvcnuc dclincd in

Articlo 204(l) ltrr purposc ol'liqualization liund.
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c) Ilascd <ln provision ol'Articlc 204(l ), thc allocation to Iiqualization liund lbr IrY

2023124 is Kshs.tl.7 billion and not Kshs.U.4 billion as statcd in thc Ilill.

IV. THI,l, INSTI'[UTE OI,' CFl,ltl'IF'lI,lD l'UB[,lC ACCOUNTANTS OF'

KENYA (ICI'AK) AND INTE,RNAI'IONAL IIUD()E'I' I'AII'INI')RSIIIP
(lBI'-Kcnya)

'l'hc rcprcscntativcs liorn ICI)nK ancl IIll'} appcarcd bclorc thc (lornmittcc and

subrnittcd a joint rncrnorandum as ftlllows-

20.'l'hc (irowth liaotur for liquitablc Sharc

a) l:quitablc sharc to countics continucs to bo pcggod on thc growth ol-total

rcvonuc as opposcd thc pritlritics ol'ctlunty gtlvcrntncnts.

b) bascd on proicctod rcvcnuc growth <tf ll"/o in lrY 2023124, thc proposcd

cquitablc sharc incrcascd by Ksh.l5.4 billion to Ksh.385.4 billion.

c) 'l'hcrc nccds to bc a ffrorc prcdictablc lactrlr lirr growth of thc cquitablc

sharing ol' national rcvcnuc.

d) 'l'hc growth of thc cquitablc sharc should bc bascd on lunctions as

opposcd to availability of rcsourcos and bcing poggcd on thc growth ol'

rcvonuc

2l.l)oclining/Stagnatcd pcrccntagc of county cquitablc sharc to total sharcablc rcvonuc

a) dcspitc thc curnulativo incrcasc in {unding to county govornlnonts ovcr

thc ycars, thc ciluntios' sharo ol'total govcrnlncnt spcnding has dcclincd

b) thc national govcrnrnont rctains a highcr sharc <lf liscal rcsourccs cvcn in

scctors whoro Iunctions havc bccn dcvolvcd.

c) 'l'hc National 'l'rcasury to considor inl'lation ratcs as opposod to rcvcnuc

growth ratcs to inlitrm tho I)ivisittn ol- Itcvcnuc.

d) Considcr morc allo<;ation to critical lunctions such as hoalth and

agriculturc in tandorn with tho Abuia l)cclaration o1' I 5uh anrJ Maputo

I)cclaration ol'l\Yu ol- thc national budgct rcspcctivoly.

22. Itcvonuc pro.icctions -

a) 'l'rcnd indicatcs a stcady growth in ordinary rcvcnuc with cxccption <ll'liY

2020121.
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b) Additional fiscal rncasurcs should bc undcrtakcn to cnhancc rcvonuc

collcction to actualizc thc coonornic growth as proicotcd.

c) Nccds to havc rlorc rcalistic rcvcnuc projcctions bascd on pcrlortnanoc

of thc prcvious linancial ycars.

d) Adhcrcncc to rccornrncndations rnadc by thc Auditor (icncral.

23. [Jnbundling and costing of dcvolvcd lunctions

a) lJpdatc thc cost ol- functions to rcflcct thc currcnt scrvicc dclivory

dcrnands and cconomic roalitics I'accd by countics today.

b) costing and translbr ol- dcvolvcd Iunctions as wr:ll as rcsourccs including

inliastructural and hurnan rcsourccs, as sct out in tho liourth Schcdulc ol-

thc Constituti<ln.

c) I{ostructurc and rationalizc thc Statc Corporations that pcrhlrtn dcvolvcd

Iuncticlns as wcll as nati<lnal govcrnmcnt adrninistration in oountics t<l

clirninatc thc currcnt duplication ol'lunctions and cxpcnditurcs.

24.I'ublic dcbt rcpayrncnt is crowding out thc arnount availablc lbr division ol'rcvcnuc

and hurting countics' allocation.

a) I'ublic dobt rcpaymcnts continuc to takc thc lion's sharc ol'ordinary

rcvonuc, cxpccting to account l'or 48.6Yo in 2023124.

b) 'l'hc trcnd shows that avcragc growth in public dobt scrvi<;c is Inoro than

lour (4) titncs thc growth in county allooation

c) Scnatc should cxplorc dcficit lirnits sincc dclir:its inllucncc dobt lcvcls

and havc an irnplication on thc sharc ol'ordinary rcvcnuc rcccivcd by

countios.

d) scck clarity <ln thc roasons lbr thc dcviation in thc borr<lwing stratogy mix

rccomrncndcd by thc I'I)MO in thc M'l'l)S ol- 2023 and that includcd in

thc currcnt IIPS 2023.

25.1;.arly Childhood l)cvcloprncnt Irdur:ation-'l'hcrc's nocd to providc conditional

allocation to IrCI)l: lilr purposcs ol'thc lbllowing:

a) Supporting I jCI)1, inliastructural allocation across thc 47 county

(iovcrnmcnts;

b) incrcasing capitation lbr IrCI)lr tcachcrs; and
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c) lunployrncnt ol-skillcd and qualilicd instructors in polytcchnios.

26. Allocation to l')rncrgcncy lund

a) Conccrn rcmains around thc docr<;asing amounts allo<;atcd to crncrgcncics

undcr ArL.203(l Xk).

b) I Iow thc amount that is allooatod to cmcrgcncics dctcrrnincd.

c) Scnatc should call lbr an incrcasc thc cquitablc sharc ol' rcvcnuc to

countics to cnhancc thcir ability to dcal with cmcrgcncics indcpcndcnt ol'

thc national govcrnmcnt.

27. Allocations to Indcpcndcnt Olliccs- 'l'hcrc is nccd to cnsurc allocations arc

colnrrcnsuratc with thc rcsourcc rcquircrncnts ol'thc constitucnt <lllicos and bodics.

2tl. I'ublic I'}articipation

a) 'l'hcrc nocds to bc clcar guidclincs on what constitutcs clfcotivc public

parlicipation in <lrdcr to cnsurc that all cllbrts to cngago with thc public

arc substantivc and conscquontial.

b) 'l'hcrc is no lcgal liamcwork on dcocntral7,crJ public participal"ion.

V. INSTITU'TI] OF' ECONOMIC AFFAIRS

'l'hc Institutc cll- I,lconornic Allairs (lltn) subrnittcd a lncrlorandurn t<l thc Comrnittcc

which had thc ftrllowing proposals-

29.'l'hc Institutc notcd that thc lbrmula lbr allocation ol-sharablc rcvonuo is biascd in

Iavour Ib thc national govcrnlnont which has lcd to disproportionatc allo<;ation ol-thc

cquitablc sharc to thc county govcrnmonts ovcr tirnc. IllA rocornlnonds thc nccd lbr

rcdclining thc national intcrcsts' obligation to cnsurc that it d<lcs not tako a signilicant

sharc in thc allocation at thc cxpcnsc ol'thc countics.

30.'['hcrc's nccd lbr proportionatc allocation ol'thc cquitablc sharc to countics with thc

national govcrnrncnt that is countics should not bc punishcd krr thc national

govcrnlncnts cornrnitrncnts. IlrA rccornrncndcd that Ksh. 450 billion of sharcablc

rcvcnuc to bc allocatcd to countics so as to bc lair in thc distribution ol'rcvcnuc.
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CI IA I'1'I],R.'I'I I ITEI.]

OBSI.] RVA.I.IONS AND RECOM M ENDATIONS

Observations
31.'l'hc Cornrnittcc, having considcrcd tho abovc subrnissions madc thc lilllowing

obscrvations. 'l'hat -

a) 'l'hc ad.justrncnt ftrr rcvcnuc growth ol'Ksh. l5 billion which has occasioncd

thc incrcasc ol' thc county ccluitablc sharc liorn Ksh. 370 billion in ItY

2022123 to Ksh. 3tt5 billion in l;Y2023124 appcars to bc an arbitrary ligurc

with ncl clcar sciontilio basis. I jvcn though it is indicatod as a rcvonuc growth

Iaotor, thc lonnula uscd to arrivc at tho arnount rcmains unclcar. 'l'his

contradi<;ts scction 19 I (5Xd) of thc I'}ublic liinancc Managcrn cnt AcL, 2012

which rcquircs that any assumptions and ltlnnulac usod in arriving at thc

allooation proposcd in thc Ilill bc cxplaincd in a rncmr>randum.

b) 'l'hc proposcd county cquitablc sharc has not takcn into account thc

lnacroccon<lrnic challcngcs cspocially as portains to inllation, cost ol-

oommoditics and cxpcnditurc growth. 'l'hc growth fa<;tor ol- 4Yo is

signilicantly lcss than thc prcvailing inllation ralc <>l- 9.Zoh as aL Maroh. 2023 .

At thc vcry lcast. alklcation 1o countics should takc into account thc rato ol'

inllation in ordcr to cnablc countics to continuc clllcicntly dclivcring scrviccs

cvcn as thc priccs of goods and scrviccs continuo to incrcasc.

c) 'l'hc rationalc of pcgging rcvcnuc all<loation on Ilnancing constraints rathcr

than what was budgctcd will rondor countics vulncrablc to undcrlunding du<:

to thc prcvailing cconornic <;hallcngos. Iiurthcr, it introduoos an clcrnont ol'

unprcdictability in rcvcnuc disburscmcnt which contradicts Articlc 219 ol-thc

Constitution.

d) 'l'hc inclusion ol-Ksh. 425 rnillion attondant rcsourccs lbr thc payroll rclating

to library scrviccs in thc county cquitablc sharc is unproccdural. 'l'his is

bccauso thosc lunds havc alrcady bccn carrnarkcd lbr a spccilio purposc and

cannot bc distributcd using thc rcvcnuo sharing lbrmula. Indccd, thc

rcsourccs havc bccn carvcd out liom thc Kcnya National Library Scrviccs

rccurrcnt budgct and not Iiorn pr<ljcctcd rovcnuc. As such, all lactors
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r)

c)

s)

h)

considcrcd, thc allocation lor lransl-cr of library scrviccs is by dctinition, an

additional allocation to countics.

'l'hcrc is lack ol- conscnsus on thc dclinition of rovcnuc as applicd to thc

Iiqualisation liund.'l'hc Cornmittcc notcs that Articlc 204(l) ol' thc

Constitution rolbrs to all rcvcnuc collcctcd and not.iust ordinary rcvcnuc. As

such, thc allocation to thc cqualisation lund lor |Y 2023124 should bc sct at

Ksh. tt.65 billion (0.5% of Ksh. 1.130 trillion) and not Ksh. tt.368 billion as

containcd in thc Ilill.

County govcrnmcnts translbrs havc routincly bccn bclow targct with thc

national g<lvcrnrncnt lailing to honour agrocd upon cash disbursomcnt

sr:hcdulcs approvcd by thc Scnatc. Indccd, in IY 2021122, tho National

'l'rcasury did not disbursc Ksh.29.6 billion to countics. As at March 2023,

thrcc (3) months to thc cnd of thc I;Y 2022123, thc total issucs on account o1-

thc cquitablc sharc stood at Kshs. ltt3.15 billion which rcprcscnts 49.5Yo r>f

thc total cquitablc sharc. 'l'hus, countics havc and continuc to bcar thc brunt

<lf rcvcnuc shortl'alls whi<;h all-ccts thcir budgct irnplcrncntation. Notably,

Articlc 219 of thc Constitution providcs that a c<lunty's sharc ol'rcvcnuo shall

bc transl-crrcd to tho county without dclay and without dcduction.

'l'ho in<;lusion of thc Itoad Maintcnancc Lcvy lrund (l{MLIr) allocation 1o

countics in thc c<lunty cquitablc sharc has rnadc it dillicult to rnonitor

disburscrncnt and usc ol' thc road rnaintcnancc lunds in countics. 'l'hc

Comrnittcc is conccrncd that thosc lunds may not havc bccn disburscd to

oountics. 'l'hc I{MLF should bc cxcludcd liorn thc county cquitablc sharc and

bc disburscd through thc <;ounty govcrnlncnt additional allocation Ilill in

ordcr to cnsurc that thoso lunds arc disburscd.

'['hc latcst auditcd rcvcnuc approvod by tho National Assornbly is ltrr l;Y

2019120 and amounts to Kshs. |.673 trillion. 'l'his is two linancial ycars back

liorn thc currcnt l-rnancial ycar. 'l'hcrc is ncod to cxpodito approval ol'thc

auditcd accounts ol'rcvcnuc lbr ltY 2020121 and l;Y 2021122 in ordcr to

cnsurc that thc most rcccnt auditcd accounts rolatc to tho prcccding linancial
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ycar to uphold thc spirit ol'tho Constitution and cnsurc cquity in thc vcrtical

sharing oI rcvcnuc.

Rccommendations
32.'l'hc Cornmittco considcrcd thc llill and subrnissions liorn stakcholdcrs and

rccolnfflcnds as lollows-

a) 'l'hat, thc Ilill bc approvcd with amcndrncnt on dclction ol'thc Schcdulc and

rcplacing with a ncw Schcdulc indicating as lolltlws-

- l;.qualir.ation liund Ksh. 8,654,963,469 boing 05% o1'all rovcnuc (Ksh.

1.730 trillion) ol- tho rnost rcccnt auditcd accounts, approvod by thc

National Asscrnbly (l;Y 2019120)

- County lrquitablc Sharc Ksh. 407 billion (ad.justing Ksh. 370 llillion at

growth lactor ol' 1\.4oh to catcr Itlr incrcascd cost of cotntn<tditics and

in<;rcascd cxpcnditurc growth. liurthcr. an additional o1'Ksh. 5.t16 billion

which hacl bccn cannarkcd ltlr Managcd lrquiprncnt Scrviccs (MlrS).

b) 'l'hat, Library scrviccs allocation of Kshs.425 rnillion should bc transl'crrcd to

countics through tho county govcrnlncnts additional allocations tncchanisrn

and not county cquitablc sharc.

c) 'l'hat, thc proccccls liom l{oad Maintcnancc Lcvy liund (ltMLIi) arc cartnarkcd

fbr a spccific purposc, that is thc maintcnancc and rcpair <lf roads. 'l'hcsc lunds

thcrclbrc cannot lorrn part of tho cquitablc sharc as thcy cannot lawlully bc

appropriatcd ltlr any othcr purposc than as sct out in scction 7(4)(b) ol'thc

Itoads Maintcnancc Lcvy liund Act, 1993.'l'hus, thc county sharc liorn this

l;und should bc disburscd undcr thc Counly (iovcrntncnts Additional

Allocations llill as a conditional allocation lilr thc uaintcnancc and rcpair ol'

roads transl'crrcd to countics.

d) 'l'hat, in subscqucnt I)ivision of Itcvcnuc llills, thc Nati<lnal 'l'rcasury should

oloarly claboratc thc lbrmuler uscd in arriving at 1hc growth Iactor lilr rcvonuc

allo<;ation to countics. 'l'his should bc includcd in thc cxplanatory

rncmorandurn ol' thc bill.

c) 'l'hat, thc National 'l'rcasury should strictly adhcrc to tho cash disburscmcnt

schcdulc approvcd by thc Scnatc to disburso {unds to countics.
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I) 'l'hat, zrl"ional Asscmbly should cxpcditc approval o['thc auditcd accounts <ll'

Ibr lrY 2020121 and l;Y 2021122 in ordcr to onsurc that thc rnost roccnt

accounts rolatc to thc proccding financial ycar to uphold thc spirit ol-

thc and cnsurc cquity in tho vcrtical sharing ol'rcvcnuc
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l2th April ,2023

The Clerk of the Senate
Parliament Buildings
NAIROBI

RE: COMMITTEE STAGE AMENDMENTS TO THE DIVISION OF REVENUE
BILL, NATIONAL ASSEMBLY BILLS NO. 9 OF 2023

NOTICE is given that Sen. Maureen Tabitha Mutinda, Vice-Chairperson, Committee on
Finance and Budget intends to move the following amcndmcnt to thc Division of Revenue
Bill, National Assembly Bills No. 9 of 2023, at the Committee Stage-

SCHE,DULE

THAT the Bill be amended by deleting the schedule and substituting thcrcf<lr the following
ncw schedulc-

SCHE,DULE (s.4)

* fhe Equalisation Fund Allocation is bascd on all Rcvenue Received in FY 2019/20 of Kshs
1,730,992,693,864 whilc the County Equitable share is based on Ordinary revenue as defined
under Section 2 of the Commission on Revenue Allocalion Act, 2011 which amounts to Ksh
1,673,714,909,446 in FY 2019/20.

9120

Dated.. ..2023

i.1
! l',,',-

/'
Maurccn I abitha Mutinda,

Vice-Chairperson,
Committee on Finance and Budget.

ALLOCATION OF REVENUE RAISED NATIONALLY AMONG THE NATIONAL AND COI
GOVERNMENTS FOR THE FINANCIAL YEAR 2023124

'l'ype/level of allocation
Percentagc (o/.) of 20

audited and appro'
revenuc*

A. Total Sharable Revenue 2,571,159,000,000

B. National Govcrnmcnt 2,155,504,036,531

9,654,963,469 0.5'/,

D. County cquitable share 407,000,000,000 24.30

Amount in Kshs.

C. Equalization Fund
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MINUTES OF THE TWENTY-E, I(; TH MEE,TING OF THE SENATE
STANDING COMMITTEE ON FINANCE AND I}UDGET HELD ON
WEDNESDAY. 5.TII 4PPIL. 2023 AT THE, GROUND FLOOR I}OARDROOM.
COUNTY HALL. P BUILDINGS FROM 9.OO A.M.

I'RESE,NT

l. Scn. (Capt.) Ali Ibrahirn ltoba, llGII, MI'}-

2. Scn. Maurccn'l'abitha Mutinda, MP
3. Scn. I:ddy Gichcru Okctch, MI)
4. Scn. (Dr.) Iloni Khalwalc, CIIS, MI'}

5. Scn.'l'abitha Karanja Kcrochc, MP
6. Scn. I{ichard Mornoirna Onyonka, MP

AI}SENT WITH AI'OLOGY

7. Scn. Joycc Chcpkocch Korir, MP
8. Scn. Mohamcd laki Mwinyihaji, MP
9. Scn. Shakila Abdalla Moharncd, MP

SECRE,TARIAT
l. Mr. Christophcr (iitonga

2. Ms. Ilcvcrlync Chivadika
3. Ms. Lucy Makara

4. Ms. Millicent Makina
5. Ms. Sornbc'l'oona
6. Ms. Joan Mahinda
7. Mr. lrugcnc Oticno
8. Mr. liorman Scalon

9. Ms. Shirlcy Milirnu

Chairpcrson
Vicc-Chairporson
Mcrnbcr
Mcmbcr
Mcrrbcr
Mcmbcr

Mcrnbcr
Mcrnbcr
Mcrnbcr

Clcrk Assistant

Clcrk Assistant

I)cputy I)ircctor, I'Bo
Fiscal Analyst
Lcgal Counscl

I{cscarchcr

Mcdia Itclations Offi ccr

Mcdia Itclations Officcr
Audio Olficcr

Cabinct Sccrctary

Scnior I)cputy I)ircctor
Scnior llconomist
I)arliamcntary Liaison Olfi cc

IN ATTENDANCE

THE NATIONAL TREASURY AND ECONOMIC I'LANNING

l. IIon. (I'}rof.) Njuguna Ndung'u, CIIS

2. Ms. Joscphinc Kanyi
3. Mr. Joshua Musyoka
4. CPn. Isabcl Kogci
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M IN/SEN/SCF& I}/I 47 12023 PRELIMINARIES

'l'hc Chairpcrson callcd thc rnccting to ordcr aL 9: 27 a.m. 'l'his was followcd by a word

of praycr.

M IN/SEN/SCF& I}/I 48/2023 ADOI'TION OF THE, AGENDA
'l'hc agcnda was adoptcd aftcr it was proposcd by Scn. lrddy (iichcru Okctch, MP, and

sccondcd by Scn. Itichard Mornoitna Onyonka, MP, as listcd bclow-

l. [)raycr;
2. Introductions;
3. Adoption olthc Agcnda;
4. Confirmation of Minutcs of thc l7th, I gth,2}th,22nd,24th,25m and 26th sittings;

5. Mattcrs arising lrom thc Minutcs of thc prcvious sittings;

6. Considcration of l)ivision of Itcvcnuc Ilill, 2023 (Commitlee I'aper No.27)

7. Mccting with Cabinct Sccrctary, National 'l'rcasury and Iioonomic Planning to

dclibcratc on l)ivision of I{cvcnuc l}ill, 2023.

8. Any Othcr llusincss; and

9. I)atc of thc Ncxt Mceting and Adjournment.

MI N/S EN/SC F&li/l 49l2023 CONFIRMATION OF MINUTES
l'hc Comrnittcc oonlirmcd thc minutcs of its prcvious rncctings as listcd bclow-

a) 'l'hc Minutcs ol thc Scvcntccnth Sitting hcld on Monday, 27th l;cbru ary, 2023 at

9.00 a.m. wcrc confirmcd as a truc rccord of thc procccdings of thc committcc

having bcen proposcd by Scn. Maurccn'l'abitha Mutinda, M[', and sccondcd by

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

b) 'l'hc Minutcs of thc Ninctccnth Sitting hcld on Monday,2Tth |cbruary,2023 al

5.40 p.rn. wcrc confirmcd as a truc rccord o[thc procccdings of thc committcc

having bccn proposcd by Scn. Itichard Momoima Onyonka, MP, and sccondcd by

Scn. Maurccn'l'abitha Mutinda, MI'.
c) 'l'hc Minutcs of thc'l'wcnty-l:ourth Sitting hcld on'l'hursday, l6th March, 2023 al

10.00 a.m. wcrc confirmcd as a truc rccord of thc procccdings of thc committcc

having bccn proposod by Scn. (l)r.) Iloni Khalwalc, CIIS, MP, and scconded by

Scn. Itichard Mornoirra Onyonka, MP.

d) 'l'ho Minutcs o1'thc 'l'wcnty-Sixth Sitting hcld on 'l'hursday, 30th March, 2023 at

9.00 a.m. wcrc confirmcd as a truo rccord of thc procccdings of thc committcc

having bccn proposcd by Scn. Maurccn'l'abitha Mutinda, MI', and sccondcd by

Scn. Itichard Mornoima Onyonka, MP.

Confirrnation of minutcs of thc 20th,22nd, and 25th sittings was dcfcrrcd to thc noxt sitting.

MIN/SEN/SCF&l]/ 150 12023 CONSIDERATION OI.. A ITRIEF ON DIVISION
OF REVENUE I}ILL.2023

'['hc Committcc considcrcd Cornmittcc Papcr No. 27 on thc I)ivision of Ilcvcnuc I]ill,
2023. 'fhe committcc notcd thc contents of thc Paper.
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MIN/SE,N/SCF& Iill 5 1/2023 MEETING WITH TI{E CABINET SECRE,TARY
OF NATIONAL TREA Y AND ECONOMIC
I'LANNING TO CONSIDER DIVISION OF
REVENUE IIILL, 2023

(Jpon invitation by thc Chairpcrson, thc Cabinct Sccrctary of thcNational'l'rcasury and

Iiconomic Planning submittcd thc lollowing vicws on thc Ilill-

l. 'l'hc Ilill has bccn prcparcd in lulfilmcnt o[ Articlc 2ltl(2) of thc Constitution and

Scction l9l of PFM r\ct,2012.
2.'l'hc Ilill proposcs to allocatc an Iiquitablc sharc for |Y 2023124 of Kshs.385.425

billion, cquivalcnl to 24.5Yo of last auditcd accounts o[ l;Y 2019120 amounting to
Kshs.l,573,4l8 rnillion.'l'hc proposcd allocation mccts rcquircmcnt of Articlc203(2).

County Governments' Equitable Share

3.'l'hc Ilill proposcs to allocatc an cquitablc sharc for IiY 2023124 of Kshs.385.425
billion, an incrcasc lrom basc of Kshs.370 billion in thc l;Y 2022123.

4. 'l'hc cquitablc sharc includcs Kshs.425 rnillion as attcndant rcsourccs for thc payroll
rclaling to thc library scrviccs translcrrod lrom thc Kcnya National Library Scrviccs.

5. 'I'hc rationalc for thc proposcd county cquitablc rcvcnuc sharc allocation was-

a) 'l'hc proposcd allocation of Kshs.385.425 billion is cquivalcnt to 24.5 % of last

auditcd accounts and mccts rcquircmcnt of Articlc 203(2).
b) Financing conslraints duc to limitcd acccss to financc in domcstic and

intcrnational financial markcts. As a rcsult, National 'l'rcasury did not disbursc
Kshs.29.6 billion to county govcrnmcnts in thc FY 2021122.

c) 'l'hc Governmcnt is irnplcrncnting fiscal consolidaLion plan to lowcr fiscal dcficit
and slow down dcbt aocumulation.

d) National govcrnmcnt continues to solcly bcar shortfalls in rcvcnuc in any givcn
ljY, whilc county govcrnlncnts rcccivc thcir full allocation dcspitc budgct cuts
alfccting national govcrnmcnt cntitics.

6. 'I'hc County g<lvcrnmonts'cquitablc sharc rcprcscnt a growth by Kshs.l5 billion
frorn thc base of Kshs.370 billion in thc ItY 2022123 and Kshs.425 rnillion lor
transfcr of library sorviccs.

7. 'l'hc llill has providcd lor allocations to thc llqualiz.atit-rn lund amounting to
Kshs.7,867,000,000 in thc ltY 2023124 which translatcs to 0.5 pcr ccnt of last
auditcd rcvonuc.

Allocation of rcvenue raiscd nationally betwecn thc National and County
govcrnmcnts for the FY 2023124 as proposed by National Trcasury-

8. Itcms of thc Division of Itcvcnuc aro-

a) 'I otal sharablc rcvcnuc- Kshs.2,571,159,000,000.

b) National (iovcrnmcnt sharc- Kshs.2,171,867,000,000 (of which
Kshs.l1,016,000,000 shall be transfcrrcd to County (iovcrnmcnt as additional
allocations pursuant to Articlc 202(2))

c) Ilqualization Iiund- Kshs.7,867,000,000 pursuant to Articlc 204

d) County cquitablc sharc-Kshs.385,425,000,000

?
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Causcs of differences betwcen the Ilill submittcd by the National Treasury and the

Bill before the Houses

9. 'l'hc National 'l'rcasury appliod Kshs. 1,573 billion as the most rcccntly auditcd and

approvcd rcvcnuc lor l;Y 201912020 whilc thc National Asscmbly applicd

Kshs. 1,673 billion occasioning a dilfcrcncc of Kshs. 100 billion.

10. Whcrcas thc National Asscmbly corrcctly uscd Kshs. 1,673 billion containcd in thc

audit rcport, thc audit rcport madc some doublc counting and rnisplacemcnt of
rcvcnucs as ordinary rcvcnuc.

I l. Majorly thcsc dillcrcnccs arc tow namcly-

a) I)oublc counting of Khs.95.7 billion- OA(i addcd back thc rcvcnuc collcctcd

by (iovcrnmcnt Invcstmcnts and Public lintcrpriscs I)cpartmcnt of thc

National 'l-rcasury which had alrcady bccn lactorcd in thc oonsolidatcd

financial statcmcnts o[thc national govcrnmcnt.

b) nMISOM grant of Khs.4.6 billion -Whcrcas grants arc not part ol sharablc

rcvcnuc, thc Officc of thc Auditor-Gcncral addcd Kshs.4.6 billion rcccived as

AMISOM as part of ordinary rcvcnuc.

12.'l'hcrc is nccd ftrr an cngagcmcnt bctwccn various stakcholdcrs including thc

National 'l'rcasury, olficc of thc Auditor-Gcncral, thc CI{A and Parliamcntary

Iludgct Otficc to solvc thc issuc o[ classification of ordinary rcvenuc as pcr thc

CRn Act which will inlorm futurc equitablc sharing ol-rcvcnuc bctwccn thc two

lcvcls of (iovcrnmcnt.

l3.National 'l'rcasury rcqucsts thc Committcc to usc and apply Kshs.l,573 billion as

auditcd and approvcd rcvonucs for thc IiY 201912020.

Aflcr dclibcration thc Committcc madc thc lollowing obscrvations-

a) 'l'hc latcst auditcd rcvcnuc approvcd by thc National Asscmbly is for FY 2019120

and amounts to Kshs.l,674 billion yct National 'l'rcasury uscs Ksh.l.573 trillion.

b) 'l'hc County cquitablc sharc is proposcd to Kshs.3tt5.4 billion yct thc Scnatc's

rcsolution in its rcport on thc 2023 IIPS proposcd Kshs.407 billion.

c) 'l'hc allocation of Kshs.385.4 billion has not takcn into account thc cost o[inflation

and incrcascd cost of commoditics in thc country.

d) Library scrviccs allocation of Kshs.425 million should bc includcd in thc

additional allocations and not county cquitablc sharc. 'l'his is bccausc thc

allocation is cannarkcd lor paymcnt of salarics or transflbr of payroll.

c) I hc l{oad Maintcnancc Lcvy l;und (ltMlli) fonns part o[ tho county

govcrnmonts' cquitablc sharc. 'l'hc I{MLI should bc submittcd scparatcly as part

of thc oounty additional allocations in thc subscqucnt FY. Othcr bcncficiarics such

as KI]NIIA, KLII{A and KWS do not rcccivc thc lunds as cquitable sharc.

f) 'l'hc sharablc revcnuc dcfincd in Articlc 203(2) lor purposcs of sharing rcvcnuc

cquitably is diflcrcnt from total rcvcnuc dcfincd in Aaiclc 204(l) for purposcs of
thc l.,qualir.ation lund. 'l'hc allocation to lrqualization liund should bc Kshs.8.65

billion and not Kshs.8.4 billion as statcd in thc llill.
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g) MIiS contracts for somc countics had cxpircd. 'l'hc asscsstlcnt of pcrlormancc has

bccn donc and rcvicw was to bc donc bcforc rcncwal of contracts.
h) In ordcr to incrcasc county OSIt collcction to cure rcvcnuc short falls, National

'l'rcasury in collaboration with othcr stakcholdcrs such as CI{A prcparcd thc
lollowing llills which should bc fast-lraokcd-

i. National Itating llill which was submittcd to National Asscrnbly
Cornmittcc on I.ands for considcration and approval.

ii. Own Sourcc Itcvcnue Ilill subrnittcd to the National Asscmbly.
i) In addition, thc National 'l'rcasury in conjunction with CI{A havc draftcd a'l'arilfs

and Pricing I'olicy.
j) 'l'hc amount of delaycd disburscmcnt to countics for thc months of January,

Icbruary and March stood at Kshs.92 billion.'l'hc CS committcd to transfcr somc
funds to countics by l5th April, 2023.

'I'hc Comrnittcc rcsolvcd as follows -
a) 'l'o proccss thc I)ivision of Itcvcnuc llill, 2023 with arncndmcnts. 'l'his will call

lor mcdiation as oontcrnplatcd in Articlcs, l12 and I l3 otthc Constitution.
b) 'l'hcrc is nccd lor cngagcmcnt bctwccn various stakcholdcrs to consolidatc and

hannonisc thc figurc of rcvcnuc uscd for cquitablc sharing of rovcnuo bctwccn thc
two lcvcls of (iovcrnmcnt.

c) 'l'hc National 'I'rcasury should cornply and subrnit to thc Cornmittcc, a plan on
how it intcnds to clcar arrcars frorn thc l;,qualiz.ation liund allocatcd in thc prcvious
fiscal ycars within scvcn (7) days.

M IN/SE, NiSC F& I}/ I 52 I 2023 OURNMENT AND DATE
MEE,TING

'l'hcrc bcing no othcr busincss, thc rnccting adjourncd at l2:45 p.m. thc ncxt rnceting was

schcdulcd to bc hcld on 'l'hursday, 6th April, 2023 at 9:00 a.rn.

SIGNATURE DATE ta) leocs

SI]N. MA EN TAI}ITHA MUTINDA, MI)

(VICE-CHATRPERSON)
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MINUTES OF THE, TWENTY-N MEE,TING OF SENATF]
STANDING COMMITTEE, ON ANCE AND BUDGET HELD ON
THURSDAY. 6.TtI L, 2023 AT THE GROUNI) IT I}OARDROOM.
COUNTY HALL. PARLIAMENT I}UILDINGS FROM 9.OO A.M.

()

PRESENT

l. Scn. (Capt.) Ali Ibrahirn ltoba, lrGII, MI,-
2. Scn. Maurcen'l'abitha Mutinda, MP
3. Scn. lrddy (iichcru Okctch, MI,
4. Scn. (I)r.) Iloni Khalwalc, CIIS, MP
5. Scn. 'l'abitha Karanja Kcrochc, MP
6. Scn. Itichard Mornoima Onyonka, MP

AI]SENT WITH APOLOGY

7. Scn. Joycc Chcpkocch Korir, MI'
8. Scn. Mohamcd l;aki Mwinyihaji, MP
9. Scn. Shakila Abdalla Mohamcd, MP

SECRE,TARIAT
l. Mr. Christophcr Gitonga
2. Ms. Ilcvcrlync Chivadika
3. Ms. Lucy Makara

4. Ms. Milliccnt Makina
5. Mr.'l'onkci Sckcnto

6. Mr. Nandcmu lJarasa

7. Ms. Lucy Itadoli
tt. Ms. Shirlcy Milirnu
9. Mr. Iiugonc Oticno

Chairperson
Vicc-Chairpcrson
Mcmbcr
Mcrnbcr
Mcmbcr
Mcmbcr

Mcrrbcr
Mcrnbcr
Mornbcr

Clcrk Assistant

Clcrk Assistant

I)cputy I)ircctor, PI]o
lfiscal Analyst
Itcscarchcr

Mcdia Itclations Offi ccr
Lcgal Counscl

Audio Olficcr
Intcrn

IN ATTENDANCE,

A.THE, INSTITUTE OF CITRTIFIED ACCOUNTANTS OF KE,NYA
I . Mr. I Iillary Onarni - l)ircctor, Irublic Irolicy

I}. INTERNATIONL I}UDGE,T I'ARTNERSHIP-KENYA
l. Mr. Abraham Ochicng' - I)r<)gram Olficcr
2. Mr. (iuba Iloughton - I)rogram Offioor
3. Ms. Ircnc Nyiva - I'rogram Officcr
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C.THE COMMISSION ON RI.]VENUE, ALLOCATION
l. Mr. Koitarnct Olc Kinc - Vicc-Chairpcrson

2. I)r. Isabcl Waiyaki - Commissioncr

3. Ms. Iladija Juma - Commissioncr

4. CI'}A. Jamcs Katulc - CllO

5. Ms. Lincth Oyugi - I)ircctor, Ilconomic aflairs

6. Ms. Jccintcr Ilczron - Managcr, Stakcholdcr Iingagcmcnts

7. Mr. Itonald Ng'cno - Scnor Communication Olficcr

D.THE COUNCIL OF GOVE,RNORS

l I Ion. lrCI'}A. licrnandcs llarasa

2. Mr. Stcphcn Momanyi

(iovcrnor, Kakamcga County

Program Olficcr

M IN/S Ii,N/SC F'& I}i I 53/2023 PRE,LIM ARIES

'l'hc Chairpcrson callcd thc mccting to ordcr at 9: 30 a.m.'l'his was followcd by a word

of praycr.

MIN/SEN/SC &Bn54l2ll23 ADOPTION OF THE, AGENDA
'l'hc agcnda was adoptcd allor it was proposcd by Scn. (l)r.) Iloni Khalwalc, CIIS, MP

and sccondcd by Scn. I{iohard Mornoima Onyonka, MP, as listcd bclow-

l. I)raycr;

2. Introductions;

3. Adoption of thc Agcnda;

4. Confirmation of Minutcs of thc 20th,22"d, and 25th sittings;

5. Mattcrs arising lrorn thc Minutcs of thc prcvious sittings;

6. Mccting with ICI,AK, IIII'>-Kcnya, CI{A, and CoG to dclibcratc on I)ivision of
Itcvcnuc Bill,2023 (Commiltee I'aper No.28)

7. Any Othcr Ilusincss; and

8. I)atc of thc Ncxt Mccting and Adjournmcnt.

M I N/S E,N/SC F& I}/I 55/2023 ME,I.],1.ING WI.tII AKE,HOLDE,RS TO

SUI}MIT WS ON THE, DIVISI NOo t'
RE,VENUE BLLL.2023

a) Meetins with IIIP-Kcnva and ICI'}AK

LJpon invitation by thc Chairpcrson, thc rcprcscntativcs lrom IIIP-Kcnya and ICPAK

prcscntcd to thc Cornrnittcc a joint subrnission with tho lollowing proposals and

rccornmcndations on thc llill-

a. 'l'hc Growlh liactor lor liquitablc Sharc

i. liquitablc sharc to countics continucs to bc pcggcd on thc growth o[total
rcvcnuc as opposcd thc prioritics of county govcrnmcnts.
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ii. bascd on projcctcd rcvcnuc growth of no in FY 2023124, thc proposcd

cquitablc sharc incrcascd by 15.4 billion to 385.4 billion.
iii. 'l'hcrc nccds to bc a rnorc prcdictablc lbctor lor growth of thc cquitablc

sharing of national rcvonuc.
iv. 'l'hc growth of thc cquitablc sharc should bc bascd on functions as opposcd

to availability of rcsourccs and bcing pcggcd on thc growth of rcvcnuc.
b. I)cclining/Stagnatcd l)crccntagc of County Irquitablc Sharc to 'l'otal Sharablc

I{cvcnuc
i. dcspitc thc curnulativc incrcasc in funding to county govcrnmcnts ovcr thc

ycars, thc countics' sharc of total govcrnmcnt spcnding has dcclincd
ii. thc national govcrnmcnt rctains a highcr sharc o[ fiscal rcsourccs cven in

scctors whcrc functions havc bccn dcvolvcd.
iii. 'l'hc National 'l'rcasury to considcr lnflation ratcs as opposcd to rcvcnuc

growth ratcs to inforrn thc Division of Itcvcnuc.
iv. Considcr morc allocation to oritical functions such as hcalth and agriculturc

in tandcm with thc Abuja Dcclaration of I 5Yo and Maputo I)cclaration of
l0% of thc national budgct rcspcctivcly.

c. Itcvcnuc pro-jcctions

i. trcnd indicatcs a stcady growth in ordinary rcvcnuc with cxccption of |Y
2020121

ii. additional fiscal rlcasurcs should bc undcrtakcn to cnhancc rcvcnuc
collcction to actualizc thc cconomic growth as projcctcd.

iii. nccds to havc morc rcalistic rcvcnuc projections bascd on pcrlbrmancc of
thc prcvious financial ycars.

iv. Adhcrcncc to rccommcndations madc by thc Auditor (icncral

d. llnbundling and costing of dovolvcd lunctions

i. LJpdatc thc cost of funotions to roflcct thc currcnt scrvicc dclivory dcmands
and cconomic rcalitics faccd by countics today

ii. costing and translcr of dcvolvcd functions as wcll as rcsourccs including
infrastructural and human rcsourccs, as sct out in schcdulc lour of thc
Constitution

iii. I{cstructurc and raLionalirc thc statc corporations that pcrlorm dcvolvcd
funotions as wcll as national govcrnmcnt administration in countics to
clirninatc thc currcnt duplioation of functions and oxpcnditurcs.

c. I'ublic dcbt ropaymcnl is crowding out thc amount availablc for division ol'
rcvcnuc and hurting countics allocation.

i. I'ublic dcbt rcpaymcnts continuc to takc thc lion's sharc of ordinary
rcvcnuc, cxpccting to account for 48.60/o in 2023124

ii. 'l'hc trcnd shows that avcragc growth in public dcbt scrvicc is morc than 4

timcs tho growth in c<lunty allooation
iii. Scnatc should cxplorc dcficit lirnits sincc dcficits influcncc dcbt lcvols and

havc an implication on thc sharc of ordinary rcvcnue rcccivcd by countics
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iv. scck clarity on thc rcasons for thc dcviation in thc borrowing stratcgy mix

rccommcndcd by thc I'I)MO in thc M'II)S o12023 and that includcd in thc

currcnt Ill'S 2023

L liarly Childhood l)cvclopmcnt l,lducation-'lhcrc's nccd to providc conditional

allocation to IiCI)lr lor purposcs of thc lollowing:
i. Supporting IlCI)lt inlrastructural allocation across thc 41 county

(iovcrnmcnts

ii. incrcasing capitation lor IiCI)lr tcachcrs

iii. limploymcnt of skillcd and qualificd instructors in polytcchnics

g. Allocation to limcrgcncy lund
i. Conccrn rcmains around thc dccrcasing amounts allocatcd to cmcrgcncics

undcr nfl. 203 I (k)

ii. IIow is thc amount that is allocatcd to cmcrgcncics dctcrmincd?

iii. Scnatc should scck clarity on thc basis upon which of allocations arc madc

to cmcrgcncics.

iv. Scnatc should call lor an incrcasc thc cquitablc sharc of rcvcnuc to countics

to cnhancc thcir ability to dcal with cmcrgcncics indepcndcnt o[ national

govcrnmcnt.

h. Allooations to Indcpcndcnt Offiocs- 'l'hcrc is nccd to cnsurc allocations arc

commcnsuratc with thc rcsourcc rcquircmcnts ofthc constituent olficcs and bodics

I'ublic Participation

i. 'l'hcrc nccds to bc clcar guidclincs on what constitutcs cl'fcctivc public

pa(ioipation in ordcr to cnsurc that all cflorts to cngagc with thc public arc

substantivc and conscqucntial.

ii. 'l'hcrc is no lcgal framcwork on dcccntralizcd public participation.

b) Commission on Rgvcnuc Allocation

LJpon invitation by thc Chairpcrson, thc Vicc-Chairpcrson o[thc Commission madc thc

lollowing submissions on thc l)ivision of l{cvcnuc I}ill, 2023-

Sharable rcvenuc bctwcen the national and county governments for the FY 2023124

ll.

'l'hc allocation to national govcrnmcnt has bccn incrcascd by Kshs.362.6 billion
from Kshs.l,8l4.8 billion allocatcd in thc I;Y 2022123 whilc that to county

govcrnmcnts by Kshs.l5.4 billion form Kshs.370 billion.
't'hough allocation to county govcrnmcnts of Kshs.385.4 billion mccts

rcquircmcnts of Articlc 203(2) of at lcast l5Yo, thc allocations do not amount to

cquitablc sharing bctwccn thc two lcvcls of govcrnmcnt.
'l'hc govcrnmcnt prioritics in thc mcdium tcrm includcs agriculturc productivity,

Micro, Small and Mcdium lintcrpriscs (MSMITS), housing and scttlcmcnt,

hcalthcarc, digital supcrhighway and crcativc cconomy.

4
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a

IV 'l'hc abovc arc cithcr county Iunctions or concurrcnt functions. 'l'hcrcforc, it is
important to adcquatcly financc both lcvcls of govcrnrncnt if thc abovc prioritics
arc to bo rcaliscd.
'l'hc Cornmission rcitcratcs its rccommcndation subrnittcd to Parliarn cnt in 2022
that county govcrnmcnts' allocation bc incrcascd lrorn Kshs.370 to Kshs.407
billion.

Transfer of Recurrcnt Expenditure under Library Function to Beneficiary Counties

Library scrvicos arc dcvolvcd undcr thc liourth Schcdulc of Constituti<ln. 'l'hcrc

arc 62librarics in 33 countics. 'l'hrcc librarics namcly lluru lluru, Milirnani and

Nakuru havc bccn rctaincd by national govcrnmcnt.
'l'hc allocation of Kshs.424.6 rnillion is a translcr lrom thc national govcrnmcnt
cquitablc sharc to county govcrnmonts undcr Articlc 187 o1'thc Constitution.

Allocation to Equalization Fund

v

l. 'l'hc most rcccntly auditcd and approvcd accounts of all rcvcnuc for thc IY
2019120 amounts to Kshs.l,l30.9 billion.
'l'hc Cornrnission notcs that thc sharablc rcvcnuc dcfincd in Articlc 203(2) for

purposc of sharing rcvcnuc cquitably is dillbrcnt lrom total rcvcnuc dofincd in
Articlc 204(l) for purposc of liqualization l.'und.

Ilascd on provision of Articlc 204(1), thc allocation to Irqualization l;und for IY
2023124 is Kshs.tl.7 billion and not Kshs.8.4 billion as statcd in thc Ilill.

'l'hc Council notcs with conccrn thc proposcd allocation of Ksh.385 billion as

cquitablc sharc of rcvcnuc
'l'hc proposcd allocation in thc I)ivision of Itcvcnuc Bill, 2023 has not takcn into
account thc cost of inllation in thc Country thal has bccn on thc risc in tho rcccnt
ycars.
'l'hc Council notcs that thc National Asscmbly has citcd financing constraints and

thc lact that thc National 'l'rcasury did not disbursr: Ksh.29.6 billion to Countics
in thc ltY 2021122 as part of rationalc lbr thc proposcd County (iovcrnmcnts

cquitablc sharc allocation.
Somc ofthc itcms classificd as national intcrcst includc solnc concurcnt and somc
dcvolvcd functions hcncc thcrc is nccd frrr rationalization oIthc allocations undcr
thcsc itcms.'l'hcsc includc Youth l:rnpowcnrcnt, Irrigation and lcrtilizcr Subsidy
initiativcs.

ll

ilt

c) Council of Govcrnors

tJpon invitation by thc Chairpcrson, thc Chairpcrson of thc CoG 'l'cchnical Committcc
on Financc and Iiconornic Aflairs prcscntcd as lollows on thc I)ivision of ltcvcnuc llill,
2023-

General Commcnts

u
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Specilic Commcnts

'l'hc Schcdulc bc arncndcd to allocatc Kshs.2.237 trillion to thc National (iovcrnmcnt and

Kshs.425 billion to County (iovcrnmcnts rcspcotivoly. 'l'hc justification is that-

lll.

'l'hc sharcablc rcvcnuc is projcctcd to grow by Kshs.379 billion to Kshs.2.57l

trillion in thc linancial Ycar 202312024.
'l'hc proposcd adjustmcnt lor rcvcnuc growth ofKsh.l5 billion on County

(iovcrnmcnts sharc of rcvcnuc in thc Ilill is not commcnsuratc with thc

projcctcd rcvcnuc growth for IY 2023124.

Allocation of Kshs.425 billion to countics rcprcscnts a l5oh incrcasc lrorn liY
2022123's allocation of Kshs.370 billion and is 25.42 pcrccnt olthc last auditcd

and approvcd acoounts of IY 201912020 amounting to Kshs.l,6l3,7l5
million.

lrrorn thc dclibcrations, thc Cornrnittcc notcd that-

lll

'l'hc county cquitablc sharc includcs thc Itoad Maintcnancc Lcvy liund (I{MLF).

Stakcholdcrs arc in agrccmcnt that ITMLI should bc submittcd scparatcly as

additional allocation to countics.
'l'hc proposcd county cquitablc sharc by CI{A of Kshs.407 rcprcscnts l0% growth

Iiorn thc basc valuc of Kshs.370 billion in thc ltY 2022123.
'l'hc allocation ol'Kshs.424.6 million cannarkcd for translcr o[ Library Scrviccs

lrom national govcrnmcnt cquitablc sharc to 33 bcncficiary countics with librarics

should not form part of county cquitablc sharc.'l'hc samc should bc a Schcdulc to

County (iovcrnmcnts Additional Allocations Ilill.
'l'hcrc has bccn dclay in disburscmcnt o[ Iunds by National 'l'rcasury to countics

for thc months ol'January, Fcbruary and March.
'l'hc National 'l'rcasury did not disbursc Ksh.29.6 billion to Countics in thc IY
202U22.
'l'hc proposcd allocation in thc I)ivision of l{cvcnuc lrill, 2023 has not takcn into

account thc cost of inflation in thc Country that has bccn on thc risc ovcr thc ycars.

'l'otal rovcnuc dcfincd in Articlc 204(l) should bc lor purposc of allocating funds

to liqualization liund. 'l'hc allocation to Iiqualization liund should bc Kshs.8.7

billion and not Kshs.8.4 billion as statcd in thc llill.
'l'herc is nccd lor countics to comc up with innovativc ways to incrcasc thcir Own

Sourcc Itevcnuc to avoid ovcr dcpcndcncc on National Govcrnmcnt lor thc

cquitablc sharc.
'l'hcrc is nccd to cstablish National 'l'rcasury as an indcpcndcnt officc to scrvc both

lcvcls of govcrnmcnt Iairly.

lv.

vi.

vii.

viii.

'l'hc Committcc resolvcd that thc llill bc proccsscd with thc arncndtncnt to thc Schcdulc

so that thc County (iovcrnmcnt cquitablc sharc is Kshs.407 billion and allocation to

liqualization liund is Kshs. 8.6 billion.

6



a.

M IN/SEN/SC F& I}/ I 56 12023 ANY OTHER I}USINESS

a) 'l'hc Cornmittcc was inforrncd that thc Liais<ln Committco had approvcd a

schcdulc on issuancc thc Quartcrly Statcmcnts by Cornrnittcc Chairpcrsons
pursuant to standing <lrdcr 56 (1Xb) o[thc Scnatc Standing Ordcrs and that thc
Cornmittcc was schcdulcd to issuc its rcport on Wcdncsday, I 2th April, 2023.'l'hc
Committec rcsolvcd to considcr and adopt thc Quartcrly Itcport on Wcdncsday,
l2th April, 2023 prior to issuancc in thc I Iousc.

b) 'l'hc Committcc was appriscd o[ thc two lcgislativc proposals rcfcrrcd to thc
Cornrnittcc by thc Spcakcr for prc-publication scrutiny. 'lhcsc arc-

i. I'}ublic Procurcmcnt and Assct I)isposal Arncndmcnt; and

ii. Publio liinancc Managcmcnt Amcndmcnt.
c) Pursuant to Articlc 218 otthc Constitution, thc County Allocation of Itcvcnuc

(CAItl]) is rcquircd to bc introduccd in thc Ilousc not latcr than two monlhs
bcforc thc cnd o[ thc liinancial ycar. 'l'hus, thc Chairpcrson will introducc a

County Allocation of Itcvcnuc llill, which shall dividc among tho countics thc
rcvcnuc allocatcd to thc county lcvcl of (iovcrnmcnt on thc basis dctcnnincd in
accordancc with thc rcsolution in lorcc undcr Articlc 211 of thc Cclnstitution.

d) 'l'hc Cornmittcc, thus rcsolvcd that thc County Allocation of Itcvcnu c Bill,2023
bc prcparcd for publication and liirst Itcading in tho Scnatc. 'l-hc Scnate will
thcrcaftcr proccss thc Ilill and rclcr it to thc National Asscmbly for conourrcncc.

MIN/SEN /SCF&I}/15712023 ADJOURNMENT ANI) DATII] OF NEXI.
ME,ETING

'l'hc rnccting adjourncd at l:00 p.rn. 'l'hc ncxt rnccting was schcdulcd to bc hcld on

Wcdncsday, 72th April, 2023 at 8:30 a.rn.

SIGNATURE DATE I a I +[aoP3

SEN. MA IiN TAI}II'HA MU'tINDA, MI)

ryrcE-CHATRPERSON)
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MINU'l'llS OF"tlIFl'l'lllRTY F'IRSl'MI,IE'IING OF'1'llll, SII,NA'II,I STANDING
COMMIT'II,IE ON FINANCE AND IIUI)GI,I]' HI,ILD ON WIIDNI,ISI)AY. l2''rl
AI,RIL. Z0?3 A't TrIE GITOUNI) F',t,OOIl IX)A|U)ROOM, COUNTY HALL,
I'Alll,lAMI.lNT I}UILDINGS FITOM I.OO I'.M.

PttESn,N'I'

l. Scn. Maurocn 'Izrbitha Mutinda, MI'}

2. Scn. .loycc Chcpkocch Korir, MI)
3. Scn. Moharncd liaki Mwinyihaji, MI)
4. Scn. (l)r.) Iloni Khalwalc, CIIS, Ml'>

5. Scn. Shakila Abdalla Moharncd. MI)

A I}SI]N'T WI'III AI'OI,O(;Y

6. Scn. (Capt.)Ali Ibrahirn lloba, li(ill, Ml'-
l. Scn. lrddy (iichoru Okctch, MI'
ti. Scn.'labitha Karania Kcrochc, MI)
9. Scn. I{ichard Mornoitna Ony<ll"rka, MI)

SF]CRETARIA'T
Mr. Christophcr (iitonga

Ms. Ilcvcrlync Chivadika
Ms. Milliccnt Makina
Ms. Joan Mahinda

Mr. I'>hclistcrs Mutunc
Ms. [.ucy Itadoli
Mr. Iiugcnc Oticno

I

2

3

4

5

6

7

Vicc-Chairp0rson
Mcrnbcr
Mcrnbcr
Mcrnbcr
Mcmbcr

Chairpcrson

Mcrnbcr
Mcrnbcr
Mcmbcr

Clcrk Assistant

Clork Assistant
lriscal Analyst
Itoscarchcr

Mcdia Itclations Olficcr
Lcgal Counscl

Intcrn

MIN /SF] N &I}116412023 PRELIMINARIES
'l'hc Chairpcrson callcd thc rnccting to ordcr aL l:26 p.rn.'l'his was lbllowcd by a word

ol'praycr.

MIN/SEN/SCF&I}/16512023 ADOI'TION OF''TI-IF], AGENDA

'l'hc agcnda was adoptcd aftcr it was proposcd by Scn. (l)r.) Ikrni Khalwalc, CllS, Ml'
and sccondcd by Scn. Moharncd lraki Mwinyiha.ii, MI'}, as listcd bclow-

1

I . I)raycr;



2. Adoption of thc Agcnda;
3. Confirmaticln ol-Minutcs of thc 25tt'and 30tl'sittir-rgs;
4. Mattcrs arising liorn thc prcvious minutcs;
5. Considcration and adoption ol:

a) l{cport on Iiqualization liund Appropriation l}ill, 2023 (Scnatc I}ills No.3 ol'
2023) (Committee I'aper No.29)

b) Itcport on l)ivision o1-l{cvcnuc l}ill, 2023 (National Asscmbly I}ills No.9 od

2023) (Committee l)aper No.30)
c) Committcc's Quartcrly I{cport (Commitlee l)aper No.3l)

6. Any Othcr llusincss; and

7. I)a1c ol-thc Ncxt Mccting and Adiournmcnt.

MIN/SI,],N/SCl.-&8/16612023 CONI.'lRMA'l'lON OF' MINU'l'ES
'l'hc Comrnittcc conllnncd tho rninutcs of its prcvious rncctings as listcd bolow-

a) 'l'hc Minutcs ol'thc'lwcnty-l;il1h Sitting hcld on Wcdncsday,2g't' Maroh, 2023 aL

10.00 a.rl. worc confirmcd as a truc rccord o1-tho procccdings ol'thc committcc

having bccn proposcd by Scn. Maurcon 'labitha Mutinda, MI', and sccondcd by
Scn. Shakila Abdalla Moharncd, MP.

b) 'l'hc Minutcs ol'thc'l'hirticth Sitting hcld on Wcdncsday, T2't' April, 2023 attl.30
a.ln. worc conl'irrnod as a truc rccord ol'thc prococdings ol'thc committ<;c having
bccn proposcd by Scn. Shakila Abdalla Mohamcd, MP. and sccondcd by Scn.

Maurocn'l'abitha Mutinda, MI'}.

MIN/SEN/SCF&I}/16712023 CONSIDERATION AND ADOPTION OF TI.IE
IlEl'Olll' ON I,IQUALIZA'I'ION |.-UNI)

APPROPRrA'r'rON r][r,r4 2023 (sFrN^IE III'I^S
N0.3 OI.'2023)

'['hc Cornrnittcc considcrcd and unanimously adoplcd its rcport on thc I:qualization l;und

Appropriation Ilill. 2023 (Scnatc Ilills No.3 o['2023) having bccn proposcd by Scn.

Moharncd Faki Mwinyihaji, M[), and scc<lndcd by Scn. .loycc Chcpkocch Korir, MI).

With thc lilI l<lwing rccolnlncr-rdati <lns-
'l'hat. thc Ilill bc approvcd with arncndmcnts as lirllows-

a) Clausc 2 bc amcndcd to providc that thc sum <ll- lnonoy appropriatcd is Kshs.

I 0,330.3 17 ,433.
b) dclction o1- thc schcdulc and substituting it with a nc\.v schcdulc whosc total

appropriatcd lund is Kshs. 10,330,317,433.

MIN/SF]N/SCF.&I}/16812023 CONSIDEIIAI.ION AND ADOI>.I'ION OI.. I'IIF]
IUit,ott't' oN t)tvtstoN ot' ItEVIiNt.lE tlil.t.,
2023 (NA]'IONAL ASSI,I,Mlil,Y BII,I,S NO.9 Of.'
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a

'l'hc Cornrnittcc oonsidorcd and unanimously adoptcd its rcport on thc I)ivision ol-

I{cvcnuc Bill,2023 (National Asscrnbly l}ills No.9 od 2023) having bccn proposcd by

Scn. Moharncd lraki Mwinyiha.ii, MI), and sccondcd by Scn. (l)r.) lloni Khalwalc, CIIS,

MI'. With thc following rccornrncndations-

a) 'l'hat, thc llill bc approvcd with amcndmcnt of dclction ol'thc Schcdulc and

rcplacing with a ncw Schcdulc indicating as follows-
- lt.qualir.ation l;und Ksh. tt,654,963,469 bcing 0.5yo ol'all rovcnuo (Ksh.

1.730 trillion) ol-tho most rcccnt auditcd accounts, approvcd by thc Naticlnal

Asscrnbly (FY 2019120)

- County liquitablc Sharc Ksh. 407 billion (adjusting Ksh. 370 Ilillion at

growth lactor ol 8.4o/n to catcr lbr inorcascd c<lst of cornm<lditics and

incrcascd cxpcnditurc growth. liurthcr, an additional ol'Ksh. 5.tt6 billion
which had bccn carmarkcd ltrr Managcd liquiprncnt Scrviccs (MIrS).

b) 'l'hat, Library scrviccs allocation ol'Kshs.425 rnilliorr should bc translbrrcd to

countics through thc county govcrnmcnts additional allocati<lns mcchanism and

not county cquitablc sharc.

c) 'l'hat, thc procccds liorn l{oad Maintcnancc Lcvy l;und (ltMLlr) arc cartnarkcd

lbr a spocilic purposc, thal is thc maintcnanco and rcpair ol'roads.'l'hcsc lunds

thcrclbrc cannot lbrrn part of thc cquitablc sharc as thcy cannot lawlully bc

appropriatcd Itlr any othcr purposo than as sct out in scction 7(4Xb) ofthc Itoads

Maintcnan<;c Lovy l;und Aot, 1993.'t'hus, thc r:ounty sharc liorn this lund
should bc disburscd undr:r tho County (iovcrnrncnts AdditionalAllocations Ilill
as a conditional allocation lbr thc maintcnancc and rcpair ol'roads transli:rrcd

to countics.

M IN/SEN/SC F'& I}/I 69/2023

'l'hc Cornrnittcc oonsidorcd its Quartcrly Statcrncnt on thc Cornrnittcc Activitics and

unanim<lusly adoptcd it having bccn proposcd by Scn. Shakila Abdalla Mohatncd. MP
sccondcd by Scn. Moharncd lraki Mwinyihaji, Ml'.

'l'hcrc bcing no othcr busincss thc rnccting was ad.iourncd at2:15 pa.rn.'['hc ncxt rnccting

was schcdulcd to bc hcld on'l'hursday, l3tl'April, 2023 at 9:00 a.m.

SIGNA'I'UII DA'I'

SI'N. MATJITIi[.]N 1'AI}I'I'IIA M TJ'I'INI)4, M I'

(vrcFt-cI rAIRPEnsoN)

3
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REPUBLIC OF KENYA

THE NATIONAL TREASURY & ECONOMIC PLANNING

The Proposed Division of Revenue Bill,2023

Brief by the Cabinet Secretary, National Tieasury and Economic Planning
During a Meeting with the Senate Standing Committee on Finance and Budget

Date of the meeting: April 5th, 2023



INTRODUCTION

This brief is infbrrned by the invite to the Cabinet Secretary/ National Treasury and

Economic Planning by the Standing Cornmittee on Finance and Budget of the Senate

to deliberate on the proposed Division of Revenue Bill, 2023(National Assembly Bill

No.9 of2023).

The object and purrpose of this Bill. is to provide for the equitable division of revenue

raised nationally between the national and county levels of government for the financial

year 2023124 in accordance with Article 203 (2) of the Constitution.

The Division of Revenue Bill, 2023 has been prepared in fulfilment of the requirements

of Article 218(2) of the Constitution and Section l9l of the Public Finance

Management Act,2012.

4 Article 218 (2) of the Constitution requires that the Bill be submitted to Parliament

every year together with a memorandurn explaining:

a) The proposed revenue allocation set out in the Bill;

The extent to which the Bill has taken into account the provisions of Article 203

( l) of the Constitution; and

Any significant deviations fiom the recommendations of the Commission on

Revenue Allocation (CRA).

b)

c)

5 Section l9l of the Public Finance Managemerrt Act,20l2 requires that the Bill be

accompanied by a memorandum which explains:

a) The extent. if any. of deviation from the recommendations of the

Intergovernmental Budget and Economic Council; and

Any assumptions and forrnulae used in arriving at the respective allocations

proposed in the Bill.

b)

THE PROPOSED DIVISION OF REVENUE BILL, 2023

The National Treasury submitted to Parliarnent the Division of Revenue Bill,2023 on

l4th February,2023 pursuant to Section l9l of the Public Finance Management Act,

2012 as read with Section 25 of the Act.

The Bill proposes to allocate an Equitable Share for FY 2023124 of Ksh.385.425 billion
isequivalentto24.5 percentofthelastauditedaccounts(Ksh. l,573,4l8millionfor
FY 2019/20) and as approved by Parliament. The proposed allocation meets the
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requirement of Article 203(2) of the Constitution that equitable share allocation to

counties should not be less than fifteen 115) per cent of the last audited revenue raised

nationally, as approved by the National Assembly.

County Governments' Eq uitobl e Share

The bill proposes to allocate County Governments Ksh. 385.425 billion for the financial

year 2023124 as equitable share of revenue raised nationally. The equitable share

allocation has been proposed to increase from a base of Kshs. 370 billion allocated in

the financial year 2022/23. to an allocation of Ksh.385 billion in FY 2023124.The

equitable share allocation in the financial year 2023/24 has also been proposed to

include Ksh. 425 million as attendant resources for the pay roll relating to the library

services transferred from the Kenya National Library Services. Library services is a

devolved function as provided for under Second part of the Fourth Schedule ofthe
Constitution.

9 The rationale .for the proposed county governments' equitable revenue share

allocation is:

l0

a) The proposed equitable share of Ksh 385.425 billion in the FY 2023124 is

equivalent to 24.5 percent of the last audited accounts (Ksh. I ,573,418 Miltion for
FY 2019120) and as approved by Parliament. The proposed allocation therefore

meets the requirement of Article 203(2) of the Constitution;
b) High level of debt financing as well as elevated debt risk;

c) Financing constraints due to limited access to finance in the domestic and

international financial markets. As a result, the National Treasury did not disburse

Kshs 29.6 billion to county governments in the FY 2021/22 due to financial
constraints;

d) The Government is also implementing a fiscal consolidation plan so as to lower the

fiscal deficit and slow down debt accumulation. To reflect this fiscal tightening, the

National Covernnrent recurrent ceiling growth has been restricted, declining from
agrowth of 10.3 percent in FY 2017/18to 1.2 percent inFy 2023124.

e) The fact that the National Government continues to solely bear shortfalls in revenue

in any giverr financial year, while County Governments receive their full allocation

despite the budget cuts affecting the National Government entities.

The above proposed Equitable Share for FY 2023/24 of Ksh.385.425 billion is

equivalent to 24.5 per cent of the Iast audited accounts (Ksh. I ,573,418 Million for Fy
2019/20) and as approved by Parliament. The proposed allocation meets the

requirement of Article 203(2) of the Constitution that equitable share allocation to

2lPage



counties should not be less than fifteen (15) per cent of the last audited revenue raised

nationally, as approved by the National Assembly.

ll. The County Governments' equitable share of revenue raised nationally for the financial

year 2023124 is arrived at by growirrg the County Governments' equitable share for

2022123 of Ksh. 370 by a growth of Ksh. l5 billion and additional Ksh 0.425 billion as

attendant resources for transf'erred library services (see Table I ). This growth has taken

into consideration performance of revenue in the past which has not been on target.

12. Table 1: Equitable Revenue Share Allocation to County Governments, FY 2023124

Source: Notionul Treusury

l3 The Bill has also provided for allocations to the Equalization Fund amounting to Ksh.

7,867.000.000 in FY 2023124 which translates to 0.5 per cent of the last audited revenue

accounts of governments. as approved by the National Assernbly. This Fund is used to

finance developrnent programmes that aim at reducing regional disparities among

beneficiary counties Consequently upon determining the Equitable share of Revenue

for FY 2023124,

t4 After deterrnining the equitable share of revenue to county governments in FY 2023124,

the Division of Revenue Schedule is as per Table 2 below.

Table 2: Allocation of Revenue Raised Nationally Between the National and County

Governments for the Financial Year 2023124.

Type/level of allocation
Amount in Ksh Percentage ("/") of 2019/20

audited and approved Revenue
i.e. Ksh.1,573,418 Million

A. Total Sharable Revenue 2,57 r,l 59,000,000

B. National Government 2,t 7?,867,000,000

C. Equalization Fund 7,867,000,000 0.s0%

D. County equitable share 385,42s,000,000 24.5o/o

Source of data: Nationul Treasury

15. Frorn table 2 above, its clear that the items of the Division of Revenue are:

(i) Item A: Total Sharable Revenue of Ksh. 2.571.159,000,000;

(ii) Item B: National Government share of revenue raised nationally amounting to

Ksh.2.171,867,000.000 (of which Ksh. 11,016,000,000 shall be transferred to

BUDGET ITEM AMOUNT (KSH. MILLION)
County Eq uitable Revenue Shat'e l'or FY2O22/23 370,000

Add:

Adiustment lirr Revenue (irowth r 5.000

Transl'er ol'Libr 425

Equitable Revenue Share allocation for FY 2023/24 38s,425

3l:'rit+



County Governments as additional conditional allocations pursuant to Article

202(2) of the Corrstitution);

(iii) Item C: Allocation to Equalization Fund (pursuant to Article 204) arnountirrg

to Ksh. 7,867,000,000; and,

(iv) Item D: County equitable share amounting to Ksh. 385,425,000,000.

NATIONAL ASSEMBLY PUBLISHED DIVISION OF REVENUE BILL, 2023 (BILL
NO. 9 OF 2023)

l6 The published Division of Revenue Bill,2023 (Bill No. 9 of 2023) has the items as

contains in Table 3 below

17. Table 3: Allocation of Revenue Raised Nationally Between the National and County
Governments for the Financial Year 2023124.

l8 From table 3 above, its clear that the items of the Division of Revenue are:

(v) Item A: Total Sharable Revenue of Ksh.2,571,159,000,000;

(vi) Item B: National Government share of revenue raised nationally amounting to

Ksh.2,177,365,426,000 (of which Ksh. I1,016,000,000 shall be transferred to

County Governments as additional conditional allocations pursuant to Article
202(2) of the Constitution);

(vii) Item C: Allocation to Equalization Fund (pursuant to Article 204) amounting

to Ksh. 8,368,574,000; and,

(viii) Item D: County equitable share amounting to Ksh. 385,425,000,000.

DIFFERNCES BETWEEN THE BILL SUBMITTED BY THE NATIONAL
TREASURY AI\D THE PUBLISHED DMSION OF REVENUE BILL,2023 (BILL NO.
9 OF 2023)

19. Whereas there are no differences on the Total Sharable Revenue of Ksh.
2,571,7 59,000,000 and proposed County equitable share amounting to Ksh.

385,425,000,000, there are differences on:-

(a) the allocation to the Equalization Fund: - The National Treasury had proposed to

allocate Ksh. 7,867,000,000 to the Equalization Fund while the National Assembly

Type/level of allocation
Amount in Ksh Percentage ("/"\ of 2019n0

audited and approved Revenue
i.e. Ksh.1,673,715 Million

A. Total Sharable Revenue 2,571,159,000,000

B. National Government 2,177,365,426,000

C. Equalization Fund 8,368,574,000 0.50%

D. County equitable share 385,425,000,000 23.03o/o
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approved allocation of Ksh 8,368.574,000 as per the published Bill thus increasing

it by Ksh. 501,574.000:

(b) National Government share of Revenue; - The National Treasury had proposed

to allocate Ksh.2.177.867,000,000 as National Government share of Revenue raised

nationally while the National Assernbly approved an allocation of Ksh.

2,177.365,426.000, thus reducing it by Ksh. 501.574'000; and

(c) Application of audited and approved Revenue:- The National Treasury applied

Ksh. 1,573 billion as the most recently audited and approved revenue relating to FY

21lg/20 while the National Assembly applied Ksh. 1,673 billion as the most recently

audited and approved revenue relating to FY 2019120, occasioning a difference of

Ksh. 100 billion.

CAUSES OF DIFFERENCES IN APPLICATION AUDITED AND APPROVED

REVENUE

20 Commission on Revenue Allocation (CRA)Act 2012 defines revenue as "all taxes

imposed by the National Government under Article 209 of the Constitution and any

other revenue (including investment income) that may be authorized by an Act of

Parliament. but excludes revenues referred to under Articles 209(4) and 206(1)(a)(b)

of the Constitution:

2t Article 206 (l) (a) and (b) provides fbr establishment of Consolidated Fund into which

shall be paid all money raised or received by or on behalf of the national government,

except money that-

(a) is reasonably excluded from the Fund by an Act of Parliament and payable into

another public fund established for a specific purpose; or

(b) may, under an Act of Parliament. be retained by the State organ that received it for

the purpose of defraying the expenses of the State organ. (The A-l-A)

Tlte two categories o.f revenue ore excluded from the definition of revenue under CRA
Act 2012.

Further Article 209(4) provides that the national and county governments may impose

charges for the services they provide. This cutegory of revenue is excluded from the
deJinition of Revenue under CRA Act 2012.

The main cause of the differences in application of audited and approved Revenue for

FY 2019/20, is the Audited Report of National Government Revenue for FY 2019120.

22

23
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24. Whereas the National Assembly correctly used Ksh. 1.673 billion as contained in the

audit report. the audit report made some double counting and misplacement of
revenues as ordinary revenue contrary to the definition of Revenue contained in
section 2 of the Commission on Revenue Act,20I l.

25. Majorly these differences are two namely: -

(a) Double counting of revenue of Ksh. 95.7 billion:- Revenue collected by
Government Investments and Public Enterprises Deparlment of the National
Treasury ( which is a designated Receiver of Revenue for the National Treasury)
amounting to KSh 95.7 billion collected as investment income had already been

factored in the consolidated financial statements of National Government as already
recorded in the books of the National Treasury (which is the receiver of the GIPE
revenue).However, OAG added it back while conducting the audit ofthe FY 21lgl21
revenues of Government occasioning a double counting of the revenue; and

26

(b) AMISOM Grant of Ksh. 4.6 billion: - whereas grants are not treated as part of
sharable revenue, the Office of the Auditor General added Ksh. 4.6 billion received
as AMISOM grant (received by Ministry of Defense being a designated receiver of
revenue) as part ofordinary Revenue.

In our assessment, these are the two main causes of the difference of ordinary revenue
for FY 2019/20 in the audited report by the Auditor General and the National Treasury
published books.

CONCLUSION

There is need for an engagement betrveen various stakeholders including National
Treasury, Office of the Auditor General, and Commission on Revenue Allocation and
Parliamentary Budget Office to solve this issue of classification of ordinary revenue as
perCRA Act which will inforrn future equitable sharing of revenue between the two
levels of Covernment.

28 We request this Cornmittee to consider and apply Ksh. I,573 billion as the audited and
approved revenues for FY 2019120 based on our explanation and thereafter reinstate
the equitable share of the National Government and allocation to the Equalization Fund
as contained in the Division of Revenue Bill, 2023 proposed and submitted to
Parliament by the National Treasury on l4tl February,2023.

Njuguna Ndung'u
Cabinet SecretaryA{ational Treasurv and Economic plannine

Dated; April 5'h 2023
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COUNCIL OF GOVERNORS

Westlands Delta House 2nd Floor,WaiyakiWay
P.O. BoX 40401-00100,
Nairobi.

Our Ref: Coclsl5AlVol.g (86)

4th April zoz3

Jeremiah M. Nyegenye, CBS

Clerk of the Senate
Parliament of Kenya
NAIROBI

Dear

sllRn lsqloN r)F lr./tF

Tel: (020) 240331 4, 2403A1 a
E-m a i I : iI [p_@gq_g.. g.-o_,B.e

A'r' AO L[l.--6t, Lts

[noRANDUn/t r)N THtr Dn/rqrrlN r)tr a I,F RII I /NATIr)NAI
ASSEMBLY BILLS NO.g OF zoz3)

We refer to the above subject and your letter Ref. 5EN/DSEC/F&B/CORR/zoz3I5r (d) dated
zSth March zoz3.

Based on the principle of consultation and cooperation as envisaged in the Constitution,
the Council has reviewed the Division of Revenue Bill, zoz3 and would like to forward our
written memorandum attached herewith for your consideration.

We appreciate your continued support.

Yours qJ I ^- \r-Q,-,*x
,

Mary Mwiti
Chief Executive Officer



COUNCIL OF COVERNORS

LEGISLATIVE MEMORANDUM ON THE DIVTSION OF REVENUE BILL, 2023 (NATIONAL ASSEMBLY BILLS NO.9 OF

zo4)

THE SENATE STANDING COMMITTEE ON FINANCE AND BUDGET

FROM

THE COUNCIL OF GOVERNORS

TO
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THE COUNCTL OF GOVERNORS, 
couNCrLoFGovERNoRs

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 Governments, 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, 2023, the Council of Governors on behalf of the 47 County Governments
submits the proposals highlighted herein below for consideration:

A. GENERAL CSMMENTS

The Council notes with concern the proposed allocation of Ksh.385 billion as equitable share of revenue. We wish
to state that County Governments will face maior challenges in the performance of the functions assigned to
them under the Fourth Schedule of the Constitution and delivery of services to citizens in the Financial yEar (Fy)
zoz3lz4 if the proposed amount remains

2. As you are aware, County governments'equitable share allocation for FY zozzlz3 was maintained at Ksh.37o
billion despite the high inflation. The proposed allocation in the Division of Revenue Bill, zoz3 has not taken into
account the cost of inflation in the Country that has been on the rise in the recent years. Failure to make an
adiustment for the cost of inflation renders County governments unable to efficiently deliver services due to
increased prices of goods and services. We therefore call upon the Senate to consider the cost of inflation in the
proposed revenue allocation to Counties.
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3. There is need for economic stimulation ," ,p;;';:["ff, ;:wth and stability following the slump attributed to

COVID-r9, supply chain disruptions due to the Russia vs Ukraine war and the resultant high cost of inflation. This

requires restructuring of expenditure priorities by both levels of government hence the Council's proposal for a

considerabl e increment.

4. The Council notes that the National Assembly has cited financing constraints and the fact that the National

Treasury did not disburse Ksh.z9.6 billion to Counties in the FY zoztlzz as part of the rationale for the proposed

County Governments equitable share allocation. Pegging revenue allocation on financing constraints will deny

the County Governments an equitable share of the resources and in the stable and predictable manner as

envisaged in the Constitution under Article zo3 (r)(j) among the criteria for allocation on revenue. The rationale

presents an element of unpredictability and instability in revenue allocation hence Unconstitutional.

5. Some of the items classified as National lnterests include some concurrent and some devolved functions hence

there is need for rationalization of the allocations under these items. These include Youth Empowerment,
lrrigation and Fertilizer Subsidy initiatives.

B. SPECIFIC CONCERNS

The Council proposes the following specific amendment to the Division of Revenue Bill, 2e23:

Section Provision CoG's Proposal Rationa le/J ustif ication

THE SCHEDULE Rows B and D of the
schedule be amended
to allocate
Ksh.z rt37 1365,4z6,o o o

to the National

The shareable revenue is proiected to grow by

VA percent from Ksh.z.r9z trillion in the financial
year zoz2lry to Ksh.z.57t trillion in the financial
year zoz3lz4. This is a growth by Kshs.379 billion
from last financial year's actual ordinary revq'tuel

Row B of the Schedule
allocates
Ksh.z,tl 7,36 5, 426, o o o

to the National

Government and row
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INTRODUCTION

About the Institute of Certified Public Accountants of Kenya (ICPAK)

The lnstitute of Certified Public Accountants of Kenya (ICPAK) is a statutory body of accountants established under the Accountants Act of 1978,

and as repealed under the Accountants Act Number 15 of 2008, mandated to develop and regulate the Accountancy Profession in Kenya. lt is
also a member of the lnternational Federation of Accountants (IFAC), the global umbrella body for the accountancy profession and Pan Africa

Federation of Accountants (PAFA), the continental body of Accountants. The lnstitute is further mandated under Section 8 of the Act to advise

the Cabinet Secretary on matters relating to financial accountability in allsectors of the economy.

About the lnternational Budget Partnership Kenya (lBP Kenya)

The lnternational Budget Partnership Kenya (lBP Kenya) is a Kenyan non-profit organization working to advance transparency, accountability,

participation, and equity in the national and county budgeting processes. The lnternational Budget Partnership Kenya's (lBP Kenya) work is

focused on strengthening the impact of civil society advocacy and citizens on budget policies and outcomes at both levels of governance in

Kenya. Through deep and sustained engagement, IBP Kenya provides support to build expertise and skills of civil society actors and citizens

involved in budget advocacy. Citizen advocacy, generation of evidence, technical assistance, learning, and networking are all integral

components of IBP Kenya's work.

PREAMBLE

Chapter eleven of the Constitution of Kenya 2010 establishes a two-tier government, National and County governments, and provides specific

functions for each level. Article 187 (2Xa) requires that, if a function is transferred, arrangements should be put in place to ensure that the

resources necessary for the performance of the function or exercise of the power are transferred. Further, Article 202 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, either conditionally or unconditionally. lt 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 lntergovernmental Budget and Economic Council, as provided for by Section 12 (h) of the Public Finance Management Act, 2012. Further,

Section 191 (1) of the Public Finance Management Act 2012 requires the Cabinet Secretary to submit the Bill to Parliament for review and

consideration.

JOINT SUBMISSION ON DIVISION OF REVENUE BILL,2023



Kenya has had a total of ten Division of Revenue Bill5 since 2013 and throughout this period, the National Executive and parliament have
engaged the public in the budget process in line with the provisions ofArticles 10, 118 (1)and 201{a)of the constitution on public participation.
ICPAK and IBP Kenya have participated in the review ofthe Bills and submitted proposals to guide the vertical sharing of revenue.

MEMORANDUM ON THE DIVISTON OF REVENUE BILL 2023

TION

There needs to be a

more predictable factor
for growth of the
equitable sharing of
national revenue.
The growth of the
equitable share should
be based on functions
as opposed to
availability of
resources and being
pegged on the growth
of revenue.

JOINT SUBMISSION ON DIVISION OF REVENUE BILL, 2023

1 The Grourth Factor for Equitable Share

Equitable share to counties continues to be pegged on the groMh of total revenue as opposed the priorities of county
governments. Accordingly, based on projected revenue growth of 17%inFY 2023124, the proposed equitable share increased
by 15.4 billion to 385.4 billion. one of the hindrances with the revenue growth factor approach is that the equitable share then
becomes pegged on the availability of resources as opposed to the costing and developmental needs of counties. lndeed, the
National Treasury indicates in the BPS of 2023 thal'sharing of resources will be pegged on the finoncing constroints ond not on
the budget', essentially contravening Article 2t9 of COK demanding that the equitable share be transferred without undue
delay and without deduction. As a result, the ability of counties to fulfill their functions as outlined in the Fourth Schedule of
the Constitution is affected.

ln addition, one of justifications for the 2023/24 allocation to counties relates to national government solely bearing shortfalls
in revenue while county governments continue to receive their full allocation. However, this does not take into account the fact
that national governments have many avenues to raise revenue as compared to county governments, and that while the
equitable share constitutes around 10 to 14 percent of National Government uses of funds, they continue to be the dominant
sourceof fundsforcounties, rangingfromaround 70to78 percentof totalsourcesbetween 2Ol4hSand2079/20.

Basis for Proposed Revenue Growth

Proposed Growth
Basis for Proposed Revenue

Growth

# ISSUE OF CONCERN

Equitable Share
Approved in the
DoR(2023/24 is
proposedJ

Growth in
DOR

approved
Amounts

Sharable Revenue
(KES BillionJ

Equitabl
e share
asaToof
Sharable
Revenue

L National National
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Year CRA

I

1,031.80 220/o

1 2075/L6 7,257'.67

Not provided

3-Year

3-Year average average
growth in month on

ordinary month
revenue inflationI 1,549.47

4 2018/79 8.50/o inflation Not Clear

Not Clear

790/o

5 20t9/20 6.9%

3-Year average
inflation 1 011 10 17%

6 zozo/21

7 2027/22

B 2022/2s

Not Clear o% 1,857.00 77o/o

3.2o/o Not Clear Not clear

Not clear Not clear

L

Projected
increase in
revenue Not clear 385.43 2,571.16e 2023/24



2 Declining/Stagnated Percentage of County Equitable Share to Total Sharable Revenue
Studies have shown that despite the cumulative increase in funding to county governments over the years, the counties, share
of total government spending has declined. At the same time, the national government retains a higher share of fiscal
resources even in sectors where functions have been devolved.

An ana sof revious Division of Revenue Acts is shown below:

Source: Division of Revenue Acts 2017-2022 and DORB 2023

When compared to national GDP, the equitable share to counties has been declining every year from 4.0 to 2.g percent
between 2014115 and2079/20.'?The implication is that while the national government has been meeting the legal requirement
of providing an equitable share of at least 15 percent of the most recently audited measure of its revenue, County
Governments have been experiencing a continuing decline in the resources available to them as a share of GDp.

Revenue Share DORB

2023
DORA

2022
DORA

202L
DORA

2020
DORA 2019 DORA

2018
Total Sharable 2,57L.2 2,t4t.o 1,775.0 1,856.0 1,877 _0 1,699.0
National Government 2,777.4 7,764.0 1,398.0 1,533.0 1,554.0 1,359.0

County Equitable Share 385.4 370.0 370.0 315.0 316.0 314.0
% of County

Government to Total
Sharable revenue

23.03 77.3 20.8 t7.o 15.8 18.6

% of National
Government to Total
Sharable Revenue

76.97 82.4 78.8 82.6 82.8 81.1

3 Revenue projections

FY 2OL9/20 2020/27 2021/22 2023/24

The National Treasury to
consider lnflation rates
as opposed to revenue
growth rates to inform
the Division of Revenue.
Consider more allocation
to critical functions such
as health and agriculture
in tandem with the
Abuja Declaration of
t5% and Maputo
Declaration of 70% of
the national budget
respectively.

The

needs
government
to have

E I
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Ordinary 7,673,71,5 \,574,009 7,775,624 2,14!,585 2,571,!59
Revenue

Source: DORB 202i
The above trend indicates a steady growth in ordinary revenue with exception of FY 2020121when it dipped. This might

have been occasioned by Covid 19 pandemic which necessitated an economic downturn. Thereafter, the performance of
the economy improved significantly for the subsequent financial years.

According to the BPS 2023, ln nominal terms, ordinary revenue collection to December 2022 was Ksh 985.0 billion against a

target of Ksh 1,028.1 billion. This performance was Ksh 43.2 billion below the target. This implies that additional fiscal

measures should be undertaken to enhance revenue collection to actualize the economic growth as projected.

For the year 2O2O/21, actual revenue collected was KSh 7,783.8 billion which was below the set target of KSh 1,837.8 billion

by 2.9%. The figure below shows a Comparison of National Government Budget Estimates with Actual Out-turns, 2018179 -
2027/22.

Total Ordnary Revonuc

Flocuncnt Exponditurc!

Recuncnt Bdanca

Dcnslopment Expcndhrrt

Exlcnral Finarrcing (Notlt

Belanoe lor Oorrxtdc
Firnncing (Nc{

1.794.5Uj7

:.947.93411

-153.409.S4

607.1SS.,t0

47S.840.96

.280.758.S8

1,701.36253

2.375.012.84

-670.690.32

560.745_19

368.947.00

.a71.4885r

40,555.16

4U1n.74

-64.,825.61

37.1il_21

-110,893.s6

.5S6285-38

1.573,418.45

2291.t1324

-71?,9s4.7s

5S{,9(j-67

34O,jt31.33

-s72fi7-12.

1.7S5.S76.83

2.339.11436

-545.360.S8

608.460.56

360261.07

€#r.3IS.44

,n,770.91

4?.?01.02

175,069.80

13,516.90

19.819.74

270.978.21

Tolal Ordmery Revanuo

Recunent ExpendltJro!

Recunont Baiancs

Devetoprnent Expcndiulc

Extcrnal F inerrclngr (Netl

Balaner lor Dornestic
Frnencing (Net)

1.837.&)5.12

1.783.746.54

54.088.58

10.8S3.00

417-552.85

450.748.4{

1,783.777-97

2,X8 SS0.35

-s23.212-38

584.838.05

323,309.58

-1,18{.740.84

5d,057.15

-s23.2{3.80

s7?,300-96

.573,945-05

91.243.27

1.ats,4€e.27

1.783.77?-97

2,76,S9O.35

-923,21238

584,838-05

323,300-58

-1.181,740-84

2.038.677.60

4882,145.1S

-843.467.53

4SJ.677.88

211.182.17

-1.063.963.24

-261.068.87

.185.745.84

224.676.97

68.54S.31

52127.41

208,255-07

0dtorcnceAcb,ta]Budger DtfereGceBudgeI Aciuel

20rsl20'20r8,l9

Prlnrod
Budgot

Revited
Budget

Budget DiflcrenceAcruel Dlfforenco

2020t21'

more realistic
revenue
projections based

on performance of
the previous
financialyears.
Adherence to
recommendations
made by the
Auditor General
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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.

Source: Economic Survey 2022

4 Unbundling and costing of devolved functions.

Paragraph 258 of the 2023 BPS gives reference to the Articles 187 and 189 of the Constitution providing for the transfer of
functions and powers between levels of Government as wellas cooperation between the Nationatand County Governments. lt
is worth noting that the unbundling and costing of functions in tine with the Fourth Schedule of the Constitution is imperative
for the proper functioning of the two levels of government.

To operationalize the devolved functions, Parliament enacted the lntergovernmental Relations Act (IGRA), ZOt2 to
establish a framework for consultation and cooperation between the National and County Governments and amongst
County Governments. The IGRA also provides for the mechanisms for the resolution of intergovernmental disputes
pursuant to Articles 6 and 189 of the Constitution, and for connected purposes.
According to the Fourth Schedule of the 2010 Constitution, it is envisaged that the national government deals with
policy, regulatory and capacity building responsibilities whilslthe-esunty governments have implementation roles.
Whilst several functions h.r" b"Snj@r.!]td-g!C devolved, a study done by lnter-Governmental Relations and
Technical Committee (IGRTC) on Emerging lssues on Transfer of Functions to National and County Governments
indicated that the National is still performing some of the functions or certain aspects of them, despite the functions
having been transferred to the county governments. This challenge is most evident in the functions of housing,
libraries, museums, roads, water, and agriculture.
Under the DORB 2023, Library services have been finally unbundled and the Commission on Revenue Ailocation has
proposed a budget of Kshs.425 million to cater for the services.

The costing of functions should also be updated to reflect the current service delivery demands and economic realities faced by
counties-today. As-the DOR-Bill notes the baseline allocations to counties are informed by the costing of expenditure for
devolved functions at the onset of devolution...

Several challenges have been cited with each of the categories of functions with regards to unbundling and costing. They
include:

L.

that the functions were transferred without being properly unbundled and cost and as a
functions were transferred without the resources necessary to ensure their implementation

The incomplete and ineffective unbundling and consequent costing of the exclusive functions. lt has been noted
result of that, some
being allocated, thus

Update the cost of
functions to reflect the
current service delivery
demands and economic
realities faced by
counties today. As the
DOR Bill notes, the
baseline allocations to
counties are informed
by the costing of
expenditure for
devolved functions at
the onset of
devolution.
There is need for a

succinct definition of
the point at which the
roles of these different
levels of government
intersect and resolution
of any outstanding
issues that may be of
concern in that regard.
Specifically, whether
both levels of
government fully
understand the full
extent of their
responsibilities in

JOINT SUBMISSION ON DIVISION OF REVENUE BILL,2023
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2.

violating the constitutional principle of "funds following functions."
Concerns have also been raised that functions that were transferred are still being undertaken at the national
level. The national government is said to be still budgeting for and executing functions that, under the
Constitution, are wholly county governments' functions and which, in any event, have been transferred through
the necessary legal instruments.
state corporations, which are largely national government institutions and the regional development authorities,
are still performing functions that are, by law, assigned to county governments.
The inequitable allocation of resources for the performance of functions between the two levels of government

compromising the effective delivery of functions and services within their specific domains.

3.

4.

respect of concurrent
functions. Also, how
committed or
otherwlse they are to
these areas of
responsibility without
undermining the role
and space of the other
level.
Finalize unbundling,
costing and transfer of
devolved functions as

well as resources
including
infrastructural and

human resources, as

set out in schedule four
of the Constitution.
Restructure and

rationalize the state
corporations that
perform devolved

functions as well as

national government

administration in

counties to eliminate
the current duplication
of functions and

expenditures.
Ensure reforms in the
health sector, including
restructuring and

decentralizing KEMSA

and NHIF to align them
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to the devolved system
of government and
ensure mechanisms for
adequate
accountability of
financial resources and
health products and
technolo tes.

o Senate should
explore deficit
limits, as deficit
levels influence
debt levels and
have an
implication on the
share of ordinary
revenue received
by counties. The
recommendation
by the MTDS of
2Q23 to set deficit
levels of 4% of
GDP should be
adopted.

. Senate should
also seek clarity
on the reasons for
the deviation in
the borrowing
strategy mix
recommended by
the PDMO in the
MTDS of 2023
and that included
in the current
BPS 2023. This is

JOINT SUBMISSION ON DIVISION OF REVENUE BILL, 2023

5 Public debt repayment is crowding out the amount available for division of revenue and hurting counties allocation:

Public debt repayments continue to take the lion's share of ordinary revenue, expecting to account f or 4g.6% in 2023/74.This is
especially concerning in the context of current talks to increase the debt ceiling (to 55% of GDp), which would ideally provide
government with more space to borrow. ln addition, public debt servicing is projected to increas eby 34%in the year 2023 from
Ksh. 930.35 billion to Ksh. tzso.74 billion. This is shown in the summary below.

Table 3: Growth in public debt, ordinary revenue, and county allocation for the Fy 2077/1g - 2023/24

Source: Division of Revenue Bill 2023

The crowding out of the equitable share through increasing debt obligations at the national level raises concerns over theprioritization of financing national level spending over spending at the county level. At the national level, unrealistic revenueprojections coupled with accelerating expenditure levels continue to stretch the budget deficit, increasing the reliance on debt

2023/24 1,250.74 2,577.t6 396.44 6%
Average

22% 5%



financing for direct spending. With limited tax revenue and growing debt obligations, public debt servicing costs increase,

leaving less resources for counties in the form of the equitable share. The worrying 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.

6 Early Childhood Development Education

From the figure above, Pupil enrolment in pre-primary 1 and 2 increased from 2,832.9 thousand in 2O2O to 2,845.3 thousand in

2021. At the same time, the number of teachers trained under CBC reduced by 28.0% from 95,241 in2O2O to 58,599 in202l
partly due to a new scheme of service developed by county governments which led to the phasing out of teachers who did not

meet the required qualifications.

a concern that
has also been
raised by the
National
Assembly's
Budget and
Appropriations
Committee

There's need to provide

conditional allocation to
ECDE for purposes of the
following:

a. Supporting ECDE

infrastructural
allocation across the 47

county Governments
b. increasing capitation

for ECDE teachers

c. Employment of skilled

and qualified

instructors in

polytechnics
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2Vt7'20202019 I

Enrdmant

Eoysl

Girls'l

1,681.530 't.73f.,f.7

1sla283 1,660.s08

3*Sga-s{ry.sai .- -.---.._-_--
Boys 2 Pr+Prlmary 1 and 2
Gtrls 2 Pru-Prt'nary I and 2

TOTAL

Trahcd Teechcrs

Mah

Fentalc

Sub Toul

Trahcd Tcacfions 3

Malc

Fcmalc

9ub Totd

Untra,inad Taactrerr

Mah

Femela

8ub Totd

.. 1,393,7.t9

-. 1,344.868

eI38,587

1,436.924

1,395,S73

aB32.8tr7

1.122.247

1.423.018

4845.26s

17.716

89.192

{06,938

18.703

s4.0m

112,?03

14.634

77,725

92,359

15.584

73.657

95,241

11,U5

57.374

68.599

2.445

8,893

lt,3:lg

2.*
8.158

10,454

Enrolment in pre-primaries 1 and 2 went up by 12.4% to 2,845.3 thousand in 2o2L school year from z,g3z.gthousand in 2o2oschool year. Total enrolment in primary schools increased by 7.7%to 10,2g5 thousand in ZolTschool year.

The total number of schools grew by L.4o/ofrom 88,506 in 2020 to 89,747 in 2021.Number of registered pre-primary schoolsincreased from 46,652in 2020 to 46,677 in 2021.1n the same period, the number of primary schools increased by 3.6 per cent to32,594in 2o2L, mainly due to rise in the number of private primary schools at !t.9yo.

TOTAL fi8.t76 123.155 95.2'll 58.59lt
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Source: Economic Survey 2022

According to the Economic Survey 2022, total expenditure for the education sector is expected to reduce by 16.3% to KSh.395.5

billion in2O2tl22 financialyear. Recurrent expenditure for the sector is expected to decrease by 16.7% to KSh.380.6 billion in

202t122, while Development expenditure for the sector is expected to reduce to KSh.15.0 billion during the same period.

Number of registered pre-primary schools increased from 45,652 in 2020 to 46,67! in 2021. During the review period, the

number of primary schools rose by 3.5 per cent to 32,594.

25-381

16_398

41fi9

28.383

18,147

46,530

28.505

'18.147

{6.652

28.585

18.086

4{i,671

25.58e

t6.728

4\31?

Schools:

Rogistercd Prc-Primary

Public

Prwate

Sub Total

7 Allocation to Emergency Fund

We commend the additional allocation to the Contingency fund (included in National allocation) of Ksh. 4 billion. However,

concern remains around the decreasing amounts allocated to emergencies under Art. 203 1 (k) against the background of the

recent COVID 19 crisis, and the current context of increasing climate disasters especially drought. We note that despite the

increased risk and presence of emergencies, the allocation to Emergencies has been declining, falling bv 29% since 2019/20.

How is the amount that is allocated to emergencies determined?

ln addition, where the equitable share of revenue is inadequate, Counties ability to deal with emergencies using County

emergencyFundmoney,asestablishedinthePFM actof 2OL2,islimited.Accordingtosectionll3,countiescannotwithdraw
money from the fund exceeding two per cent of the total county government revenue as shown in that county government's

audited financial statements for the previous financial year, except for the first year. Therefore, regardless of the amount in the

fund, the lower the county revenue, the less resources it can make available to deal with emergencies.

8 Allocations to lndependent Offices

We commend the increased allocations to independent offices as outlined in the DORB 2023

Allocation to lndependent Offices (Ary.2a8(3)- i.e, Auditor General

and Controller of Budget (Ksh. Billions)
FY

- Senate should seek clarity
on the basis upon which of
allocations are made to
emergencies under Art.
203 1 (k).

- Senate should call for an

increase the equitable
share of revenue to
counties to enhance their
ability to deal with
emergencies independent
of nationalgovernment

Senate should ensure that
the current allocations are

commensurate with the
resource requirements of
the constituent offices and

JOINT SUBMISSION ON DIVISION OF REVENUE BILL, 2023



COUNCIL OF GOVERNORS

D allocates
Ksh.385,425,ooo,ooo
to the County
Governments

Government and
Ksh.4z5,4z5,ooo,ooo to
the County
6overnments
respectively. (See

schedule below)

The proposed adjustment for revenue growth of
Ksh.t5 billion on County Governments share of
revenue in the Bill is not commensurate with the
projected revenue growth for FY zo4lz4.

Therefore, the Council proposes an adjustment
for revenue growth of Ksh.55,ooorooorooo to the
baseline allocation of Ksh.37o,ooo,ooo,ooo, this
being a q% increase from FY zozzlz3's allocation
translating to a total allocation of Ksh.4z5.4zS
billion as County Governments equitable share
for FY zo4lz4.

This represents 2r.42 percent of the most recent
audited accounts of revenue received, as

approved by the NationalAssembly i.e., revenues

for FY zotglzo amounting to Ksh.r,673,7t5
million.

-



)UNCIL OF GOVERNORS

SCHEDULE

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

FINANCIALYEAR zo4lz4

Type/Level of Allocation Amount in Ksh. Percentage (7") of FY zotglzo
audited and approved Revenue
i.e., KSH. t,673,7r5 million.

A. Total Sharable Revenue 2,571,159,OOO,OOO

B. National Government 211)7,365,426,O0O

C. Equalization Fund 8368,574,ooo o.5%

D. County Equitable Share 4251425rOOO,OOO 25.42%

5



It is not clear however, whether the current or previous allocations are commensurate with the resource requirements of the
constituent offices and bodies. We also note a decreased allocation to parliament of 10 billion...

8,521.2023/24

9

Although Parliament has embraced public participation in the legislative process and made efforts towards facilitating public
participation, public engagement in the division of revenue process is not effective but tokenistic and inconsequential in the
ultimate decision-ma king process.

There needs to be clearguidelines on what constitutes effective public participation in orderto ensure that all efforts to engage
with the public are substantive and consequential.

Beyond this, the lack of a framework of decentralized public participation, that is, participation not only at the national level
but at the county level, is further hindering inclusive public deliberations on nationwide service delivery isiues.

Public Participation

bodies.

We note that effective
public participation is not
expensive. Based on CRA

recommendations on Pp, it
would cost roughly Kshs.S
billion to pilot public
participation forums in four
select counties.

JOINTSUBMISSION ON DIVISION OF REVENUE BILL, 2023
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Institute of
Economic Affairs

MEMO

Institutc of Economic Affairs-Kcnya's views on the Division of
Rcvcnue Bill (National Asscmbly Bill No. 9 of 2023)

l)rrtc: l0'l' r\1rril, 2023

Thc Institutc of Economic Affairs (IEA Kenya) is a think-tank that proviclcs a platf<rrm

informcci cliscussit>ns in orclcr to influcncc public policl, in l:.cny,a. Wc scck to promotc pluralisn-r

and utilizc thc outcomcs of thc rcscarch for policy dialoguc and to influcncc policy making.

idcas through opcn, activc ancl inf<rrmcd dcbatc on put>lic policf issucs. Wc r-rndcrtakc rcscarch

o



I

fhc IIiA-Kcnya in rcsponsc t<l thc Scnatc's call for thc ptrblic to pr<lvidc thcir input into thc
draft Division of Rcvcnuc l\it12023/24. Our commcnts are as follows

'l'hc currcnt approach uscd for thc computation of thc allocation <;f Lhe sharcal>lc rcvenLlc is biascd rn

lavour of thc national s()vcrnmcnt. 'l'his has lccl to disprrportionatc alklcation of thc cquitable sharc

t() lhc c()unt)'fj()\'crnrrcnts ()vcr tinrc.

Anal1,5i5 of thc five '1,s111c<lLritable share (rs ilh,rstratccl in'l'ablc 1 rorv (vii)) rcvcals a sustaincd clcclinc

in thc pnrprlrtional alkrcation to coLrntics thus surqgcsting bias in thc approacl-r of thc c()mputati()n.

ltr<>n 2021 f 22 to 2023 /24 thc proporti<>nal allocatir>n has clccrcasccl by 5.ti p<>ints Q0.8'Yt' t<> 15.0o/u).

()vcr the samc pcriocl, thc alkrcat.ir>n to national llovcrnmcnt (which Incluclcs Narional Intcrcst, Public

clcbt, cmcrscncies and othcr obligttions) havc increasccl by 5.9"/u (78.8"/u to 84.7n1,). It is also obscrvccl that

prr>p<rrti<rnal allocation torvarls servicing o[ thc public c]ebt rcrlucc<l consirlcralrly ovcr this pcrirxl by 1,7.5"/u

(66.1 t'/o t<> 48.60/o).

'l'ablc 1:'I'rcncls in historical allocation of shurcablc rcvcnuc bclrvccn national ancl county

{IOVCrnmCnl S

SI]CTION A

2019/20 2020/21 2021/22 2022/23 2023/24

IEA Proposal

2023/24

(D National (,iovcrnrncntr

(ii) Iicluiiisation lund

(iii) Iiquitablc Sharc

135U.0

5.8

310.0

1,251.0

6.5

316.5

139{t.u

6.8

370.0

17 64.5

7.1

370.0

2177.4

8.4

385.4

2112.8

8.4

450.0

(iv)'l'otal Sharcable
Itcvenuc

25.2
1(t73.7 1574.0 1775.6 2141 ,6 2571.2

(v) Narional (lovernmcnt

(r,i) I iqLrihszrtion lirncl

(vii) licluitablc Sharc

81.1.o1t

0.3o/o

18.5"1,

79.501,

0.40/o

20.10k

7lJ.8\'1,

0.4o1'

20.8"1,

82.4o1'

0.30/o

17.3o/o

84.7'/o

0.3,,1t

1.5.0o/o

82.20/o

0.3o/o

1.7 .5o/u

SECTION B

viii) Public Dcbt
(ix) I)Lrl;lic l)cbt as a sharc

oi'l'otal Sharcal>lc

Itcvcnuc

539 830 1174 930

32.2"1' 52.7{'h 66.10/o 43.4('1, 48.6"/u

1251 1251,

48.6"/u

.\'ource: Diuision of'Ilet.vnrue Bill 2023

1
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Ilccomrncndations

Thc approach of thc computation of thc cquitablc sharc should bc rcviscd to cnsurc

that it does not rcsult in thc disproportionatc alkrcation at thc cxpcnsc o[ thc c()unq,

llovcrnmcnts. 'I'his can bc achicvccl rcclcfining what constitutcs thc national intcrcst
obliuat.i()ns to cnsurc that it clocs not t.akc a significant sharc in thc allocatir)n at thc cxpcnsc

oI thc counlics.

Maintain a proportionatc allocation of thc cquitablc share to thc countics with thc
national govcrnmcnt. 'l'hat is, thc prrpc>rti<lnal allocation tr> thc countics shoulcl not fall at a

fastcr rat.c in rclatir>n to thc national. Itrr instancc, an avcragc ratc in thc pr()porti()natc
allocation shou[<l bc mainlainccl to cnsurc lairncss in t'hc allocation. 'l'his is cspccially

rcasonablc to cnsLlrc that cour-rtv Il()vcrnmcnts arc not "pLlnishccl" bv bcaring thc lrurclcn

rcsulting from thc commitmcnts bl,thc national g()vcrnmcnts rvhich, bv thc vcrv naturc, lhc
colrnt)'g()vcrnmcnts arc n()t in contr()I. 'I'his inclurclcs commitmcnts such as pr"rblic dcbt ancl

national intcrcsts

Wc rccommcnd thzrt at lcast Ksh 450 billion bc allocatcd to thc county {fovcrnmcnts.
As illustrzrtecl in thc last column of 'l'ablc 1, usingan avcralac pr()porti()n all<>cation ftrr thc last

six vears of 17.5"/,,, wc rccorrrmencl that at lcast 450 billion oF thc sharcablc rcvcnuc [>c

allocatcd to thc c()unl)' g()vcrnmcnts in orclcr t() p()m()tc fairncss in thc distribution o[
rcvcnuc.

Submittccl b1,:

Institutc of Economic Affairs - Kcnya
1st Ngong Avcnuc, ACK (iardcn IIousc, 5th lrloor.

P.(). llox 539U9 - 00200 Nairobi
aclmin@i ca k c n y a. o r. k c

+2s4 (020) 2721262 / (020) 271 7402
+2s4 (0) 7242s6s10 / (0) 733212126

Contact pcrsons: Noah Warnalwa via s'nolh(lf ical<crr) l.or.lic' 
Mlrurccn lllrrurslr via Irarlrsrun(ct]ir':rlicn] lr.or.lic

l.
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Prornoting cut Equitoble Societg

MEMORANDA ON THE DTVISION OF REVENUE BILL (NATIONAL
ASSEMBLY BILIS NO. 7 OF zozr)

In accordance with the requirements of Article zo5 of the Constitution, the
Commission on Revenue Allocation has considered the provisions of the Division
of Revenue Bill (National Assembly Bills No. g of zozg) and makes the following
observations:

1. Shareable revenue between the national and count5r governmnets
for financial year zoz3/24

i. Article zoz(r) stipulates that the nationally raised revenue shall be

shared equitably between the national and county governments. The

shareable revenue is defined in the Constitution and Section z of the
CRAAct,2oll as:

"all taxes imposed by the nattonal gouernment under Article zo9 of the
Constirution and any other reuenue (including inuestment income) that
may be authorized ba an Act of Parliament, but excludes reuenues'
referred to under Articles zo6(t)(a)(b) and 2o9 U) of the Constitution".

ll The total shareable revenue for financial year 2c.23124 as stated in the
National Assembly Bills No. 9 of zozg is Ksh. 2,571,2 billion is from the
Budget Policy Statement (BPS) 2c.23 presented to Parliament in
February 2c.25. This is a revised projection from the Draft BPS

projection of December zozz of Ksh. 2,556.o billion which was used by
the Commission to make its recommendation in Decemmber 2022.

ll1. Section r9o (r) of the PFMA (zorz) requires that the Commission
submit the recommendation at least six months before the beginning of

1 ert.zo6(rXaXb)referstorevenucsexcludedfromtheConsolidatedFundbyanActofParliamentandpayablcintoanothcrpublic
fund cstablishcd for a spccific purposc;
purpose of defraf ing the expenscs of the
ofgovernment.

or may, undcr an Act of Parliament, be retaincd b1'thc Statc organ that receivcd it for thc
State organ. Art zo9(+) refers to revenues from charges for services provided by either

Attachtnent/ol
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the financial year or at a later date agreed between the Cabinet Secretary
and the Commission on Revenue Allocation.

v

iv. The National Assembly Bills No. 9 of zozg allocates to the national
government Ksh. 2,t77.4 billion and county governments IGh. gBS.+

billion. The allocation to national government has been increased from
Ksh. r,Br4.B billion allocated to national government in financial
zozzlz3 by IGh. 362.6 billion and that to county government from
Ksh 37o billion by rS.4 billion

Though the allocation to county governments of IGh.gBS.+ billion
meets the requirements of Article 22Be), of allocating at leaslt5
percent of the most recent audited accounts as approved by the
National Assembly, the Commission submits that the allocations does

not amount to equitable sharing of revenue between the national and
county governments. :

vl. The government priorities in the medium term include Agriculture
Productivity; Micro, Small and Medium Enterprise (MSME) Economy;
Housing and Settlement; Healthcare; and Digital Superhighway and
Creative Economy. These are either county functions or concurrent
functions. It is therefore important to adequately finance both levels of
government if these priorities are to be realised.

vii. The Commission reiterates its recommendation submitted to
Parliament in December zoef that given the projected improved
performance of revenue that the equitable share allocation to national
government be increased from Ksh. r,Br4.B billion to Ksh. 2,1So.3

billion (revised to Ksh 2,155.1 based on the BPS adjusted revenue
projection) and county governments' allocation be increased from
Ksh. gZo billion to Ksh. 4o7 billion.
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lll

lll

lv,

z. Transfer of Recurrent Expenditure Under the Library Function to
Beneficiary Counties

i. Library services are devolved under the Fourth Schedule of the
Constitution. There are 6z libraries in Kenya spread in 33 Counties. Out of
the 6z libraries, three namely: Buru Buru, Milimani and Nakuru have been
retained by the national government for strategic importance.

The Commission recommends that Ksh. 424.6 million in recurrent
expenditure due to 59 Iibraries be transferred to 33 beneficiary counties in
the financial year 2o2B/24. This transfer will cease to exist once the Fourth
Basis for revenue sharing among county governments is approved by
Parliament. *

The allocation of Ksh. 424.6 million is a transfer from the national
government equitable share to county governments. This was part of the
Kenya National Library recurrent budget and is therefore not from the
projected revenue increment for financial year 2c.29124. This allocation is
a transfer from national government to county governments under Article
rB7 of the constitution.

3. Allocation to the Equalisation Fund
i. Article zo+(r) establishes the Equalisation Fund into which one half

per cent of all the revenue collected by the national government
each year calculated on the basis of the most recent audited accounts
of revenue received, as approved by the National Assembly.

The most recent audited and approved accounts of all revenue are

for the financial year 2o19/zo amounting to Ksh. ,,Eo.g billion.

The Commission notes that the shareable revenue defined in Article
zog(z) for purposes of sharing revenue equitably between the
national and county governments is different from the total revenue
defined in Article zo+(t) for purposes of the Equalisation Fund.

The Commission submits that based on the provision of Article zo4
(r), the allocation to the Equalisation Fund for financial year
zozg/24 is therefore Ksh. Bgbillion and not IGh B+ billion as stated
in the NationalAssembly Bills No. 9 of zoz3.

In conclusion the Commission urges Parliament to ensure that the sharing
of revenue between the national and county governments is equitable.
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