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Division of Revenue Bill,2019

A Bill for

AN ACT of Parliament to provide for the equitable division of revenue raised

nationally befween the national and county goYernments in 2019120 financial year, and for
connected purposes.

ENACTED by Parliament of Kenya, as follows-

Short title l. This Act may be cited as the Division of Revenue Act,
t0l 9

Interprctalion 2. In this Act, unless the context otherwise requires-

"Cabinet Secretary" means the Cabinet Secretary for the

time being responsible for matters relating to finance;

"revenue" has the meaning assigaed to it under section

2 of the Commission on Revenue Allocation Act, 201l; and

Object aad
purpose ofthe Act.

3. The object and purpose of this Act is to provide for
the equitable division of revenue raised nationally between

the national and county levels of govemment for the

financial year 2019120 in accordance with Article 203 (2) of
the Constitution.

4. Revenue raised by the national govemment in respect

of the financial year 2019/20 shall be divided among the

national and county govemments as set out in the Schedule
to this Act.

5. (l) If the actual revenue raised nationally in the

financial year falls short of the expected revenue set out in
the Schedule, the shortfall shall be bome by the national
govemment, to the extent ofthe threshold to be determined

by the Cabinet Secretary.

(2) Ifthe actual revenue raised nationally in the hnancial
year exceeds the projected revenues set out in the Schedule,

the excess revenue shall accrue to the national govemment,

and may be used to reduce borrowing or pay debts.

Alloc€tions
oationa.l
county
Sovemmeots

to
and

V6rialion
revenue.
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Division of Revenue Bill, 2019

SCHEDULE (s.4)

Allocation of revenue raised nationally among the national and county governments for the
financial year 2019/20

'l ype/levcl of allocation
Percentage (7o) of

2014/15 audited and
approved Revenuc i.e.
Ksh.1,0J8,035 Ilillions

,\.,'r-atkrnal Government' 1,561,{ t 6,497,t 91

0f rr hich:

l. kasing of Medical fuuipment 6,200,000.000

2. Comryhsatioa/or user /ees forgone 900.000.0a0

3. l"evel5 hospitah 4.326.000.000

t. Supplement lot construct ion of coun ty headquorters 485,t52.t84

5. Rehabilitation of Youth Polytechnics 2.000,000.1aa

I]. Equalization l-und s,760,000,000 0.6yo

C. County cquitrbl€ share 3l0,000,000,000 )0y.

l). Total shareable revenuf I ,877 .t16,497 .tgt

l\lcmo ilems

l. County equitable shar. 310,000,000,000
co liliorlll lbu iotlt(NtdionoI Govemn fit

R ll,9l t.t 52,184

2.1. Leasing ofMedical Equip ent 6,200,000,000

2.2 Cohryhsatioh/or user fees forgone 900.000,000

2.3 kvel5 hospitols 1,326.000,000

2. 4 Supplenent lor cohstruction of couhty headqtarters 485,152.184

2.5 Rehabilitation of youth Pobtechnics 2.000.000.000

3, Afiocatioh rtod Fuel Lety Fund ( l S%) 8,98J.062.500

Conditional allocations (Loans & grants) ofwhich: 38,701,877,2t0

4.l IDA-Kenya Devolution Support program (KDSp) Letel t I,1t0.000,00a
4.2 lDl-Kenya Dero llt ion Suppor t P rogram (KDSP) (Level 2

Grant 4,890,000,000

l 1D.4 TronsJbrn ]1tg .Sr.s for Utt
2,991,247,736

4. 4 DAN|DA -Universal Heahhcare For Dewlved System 986,583,544

4.5 IDA-National Agriculture & Rural Inclusive Growth
I RIGP 7,232,7t9,940

6 l:. tJ- .[o, Dtt'ol Suppor I
192,698.583
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Drvlsion of Revenue Bill,2019

4.7 IDA lyorld Bank) - Kenlo Clinole S arl Agtic ture
3,643,298.670

*The National Govemment share includes Ksh. 4,300 million which is a special gant to the
National Health Insurance Fund OIHIF) for free Matemal health care , to be disbursed as a
reimbursement to county govemments.

I L464.702.5001.8 llorld Bank- Keryo Urbon Supporl Progran(KUSP)- UDG

396,000,0001.9 llorld Bank- Kenya Urban Support Progran(KUSP)- UIG

3,500,000,0405.0 IDA- Wotet and Sanitatio Dewlopnent Project WSDP)

849.626,2375.1 Sweden Agridltute Seclor Development Progrumme ll (
ASDP I])

495.A04,0A4
5.2 EU- lyatet Towet Ptolection ahd Climate Chafige

Mitipation ond A.laplation Programme (waTER)

350,000,0005.3 Dtought Resilience Progrcrntue in Notthern Kenya

36.hTot l County Allo.ations= (l+2+3+4) 171,600,09r,891

S- =,^,4 Fs-
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Division of Revenue Bill, 2019

MEI\{ORANDL,NI OT.OBJECTS AND RE,ASON*

The principal object of this Bitl is to provide for the equitable division of revenue raised

nationally among the national and county levels of govemment as required by Article 218 of
the Constitution in order to facilitate the proper functioning of county govemments and to
enstue continuity of county services.

Clauses I and 2 ofthe Bill provide for the short title ofthe Bill and the interpretation of terms

used in the Bill.

Clause 3 of the Bill contains the provisions on the objects and purpose of the Bill.

Clause 4 of the Bill prescribes the allocations for the national govemment and the county
governments from the revenue raised nationally for the financial year 2019/20.

Clause 5 of the Bill deals with mechanisms for adjusting for variations in revenues emanating

from revenue performance during the financial year in which this Bill relates to

Dated tl.re --..... .........,2019
ry Rotich, EGH

Cabinet Secrelary for
The National Treasury and Plann

SECRE 'l-
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Divrsior of Revenue Bill. 2019

APPENDIX

2019

Background

This memorandum has been prepard as an attaclxnent to the Division of Revenue Bi,U

(DoRB), 2019 in fulfihnent olthe requirements of Article 21g(2) of the constirution and

Section l9l of the Pub.lic Finance Management Acr, 2012.

2. Article 218(2) of the Constitution requires that the Bill be submitted to parliament every
year together with a memorandum explaining:

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

(b) the extent to which the Bill has taken into accounl the provisions of Article 203 (l) of
the Constitution; and

(c) any significant deviations from the recommendations of the commission on Revenue
Allocation (CRA).

3. ln addition to the above requirements, Section l9l ofthe public Finance Manageoent Act,
2012 requires that tbe Bill be submitted to parliamenr together with the Medium Term
Budget Policy Statement accompanied by a memorandum which explains;

(a) the extent, if any, of deviation from the recommendations ot' the lntergovemmental
Budget and Economic Council; and

(b) any assumptions and formulae used in arriving at the respective aliocarions proposed

in the Bill.

Explanation of the Allocations to the National and county Governments as proposed in
the Bill

4' The DoRB, 2019 pmposes to allocate to county Govemrnents Ksh.37l.6 billion in the
financial year 2019D0, which relative ro rhe 20lg/19 revised allocation, reflects an

increase ofKsh. 4.2 billion or l. I percent. This allocation comprises ofan equitable share
of Ksh. 310 billion; additional conditional allocations from the share of national
govemment revenue amounting to Ksh. 14.16 billion; Ksh g.9g billion being l5% of Road
Maintenance Levv F'und (RMLi') collections; and, conditional allocations liom loans and
grants amounting to Ksh 38.7 billion.

Coutrty Governments' Equit ble Sharc

7
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Division of Revenue Bill, 2019

5. The Courty Governmants' equitable share of revenue raised nationally for the financial

year 2019/20 is arrived at by adjusting the base allocation ol County Govemments'

equitable share lor financial year 2018/19 of Ksh. 314 billion to Ksh. 304.96 billion; and

subsequently growing the revised base lor Coutty Governments' equitable share for the

financial year 2018/19 by Kshs 5.04 billion.

The proposed downward adjustrnent ol county goverrments Equitable Share for the

financial year 2018/19 by Ksh. 9.04 billion, by the National Treasury, is informed by

shortfalls in national govemments' revenue raised nationally since the financial year

2015/16. The cumu.lative shortfall, since then, now exceeds Ksh. 374 billion with the

largest shortfall of Ksh. 195 billion having been in the financial year 2017/18.

Consequently, the revenue forecasting base lor FY 2018/19 was overstated by

approximatel y Ksh 136 billion.

Further, as reflected in the 2019 BPS, and to reflect a lower lorecasting base, the National

Treasury has revised revenue lorecasts for FY 201 8/ I 9 and the medium term; the forecast

for FY 2018/19 is now Ksh I 17.7 billion lower than the original budget estimates. That is,

the pmjected ordinary revenue in FY 2018119 has been revised down from Ksh. 1,769.2

billion to Ksh. t, 651 .5 biltion.

Tho oquitable share of ravenue5 thus detsrminod, is an uneoaditional allocatioo to tbe

Cormty Govuamenrs and tMore Couty Govomments arc expectod b plm, budget,

spad acormt and rcpon on the fiurds allocated iadependently.

6. Affrr mking tb abow adjustmcnt, Corrnty Govommeats' e$dtable *rare of rwuue in
tho fnaeial ye'ar 201 9ll0 is ostirnated to be lhb. 3 I 0 billion (seo Table I ). This allocetio

whlclr rqwoots a 30 pcrcenl of th latest audited rcvenues for FY 20l4ll5 G.e- Ikh-

1,038, billion) is abovt tho cqstittrtional minimum of l5 pomenr.

:TCREf,'
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Table l: Equitable Re'enue Share Allocation to County Gorernments, Fy 2019/20

Source: National Treasur! and Planning

. This proposed Revised Counry Equitable Share for Fy 2018/19 is subject ro approval by parliamenr

A&tteod Coalil&rna/ Alteealons to Coanty @elrncenls

Article 202(2) of the constiturion provides for additional allocation to county
Govemmenls from the National Government's share of revenue. either conditionally or
unconditiona.lly. Pursuant to this Anicle, the National Government proposes to allocale
the following additional conditional allocarions to support specific national policy
objectives to be implemented by County Covernments:

Additlonal conditional Allocation to facilitate the leasing of medical equipmeot of
Ksh 6l billior. This grant which is in its fifth year of implementation, is proposed to
decrease from Ksh. 9.4 billion in Fy 2018i/19 to Ksh. 6.2 billion in Fy 2019120 and is

interded to facilitate the purchase and maintenance of modern specialised medical
equipment in at least two health facilities in each county Goveniment over the medium
terrn. This will facilitate easy: access to specialised health care services and significantly
reduce the distance that Kenyans travel in search of such services today. This decrease

in budgetary allocation b), Ksh. 3.2 billion is attributed to an advanced implementation

status of equipping of the specialised Medical Equipment in most of the idenrified
county health facilities as well as settlement ol arrears due to non-provision related to
contractual obligations of the MES prograrDme in the previous years of its
implemementaion

Additional conditional allocation for level-S hospitals of Ksh.4.3 billion. Level-S
hospitals have continued to play a significant role in providing specialised health care

9

s/N Budget ltcm Am ou nt
Million

in Ksh.

County uitablc Roenxe Share for FY20llt/|9 -r tJ.000

1-djs.'

ts
Adjustment based on fiscal franrework (Shonfall in Revenuc peformance in Fy 2018/19
) 9.0-'] 8

(l Proposed Revised County Equitable Share for Fy 2018/19
J0J.962*

..lltl:

l) Adjustrnent based on fiscal liamework 5.018

Ii Equitable Revenue Share rllocation for FY 2019/20;
E= ((.+D )

Division of Revenue Bill, 201 9

C=(A-B)

-t t0.000
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Division of Revenue Bill,2019

seryicas to Kenyans. These hospitals provide specialised health care services to citizens

residirg outside their host County, usually for complicated cases referred liom lower

level health facilities. In order to further compensato thenr for the costs incured in

rendering services to neighbouring Counties, the national govemmeDt proposes to

allocate Ksh. 4.3 billion in hnancial year 2019D020.

It should be noted that, in line rvi& the National Government policy to upscale the

Universal Health Care (UHC) programme coverage to all county governments; each

county government will have health facilily/ies of Level-S Hospital status. Further,

most comty govemments have so far transformed some of their level 4 health facilities

to a Level-S Hospital starus; facilities which are also serving populations outside the

resident counties.

In this regard, this additional conditional allocation is transilion based, as there maybe

need to re-allocate these funds towards UHC once its coverage has been up scaled to

all &e counties.

Additional Conditional allocation of Ksh. 9&) million to comPensato counfy hedth

facifities for forgone user fees. It is the intention of govemment to sustai:r the

Govemment policy ol not chargiug user tbes in public health facilities. In this regard,

and in frrtherance ol this policy, the National Govemment has allocated Ksh. 900

million in the financial year 2019/2O to compensate county govemments for revenue

forgone by not charging user fees in the county health facilities. This additional

conditional allocation is in its fifth year of implementation.

Additional Couditional Allocation for Rehabilitation of Youth Polytechnics of
Ksh. 2 bilHon: 'lhis additional conditional allocation which is in its third year of
implemenlation through the State Department of Vocational and Technical Training, is

meant to support counly govemments in equipping 'fechnical and Vocational Centres

and eapitation of student t'ees. The additional conditional allocation aims al enhancing

access to quality and relevant vocational skills training.

Additionat Conditional allocation to supplement couuty allocation for the

construction of couuty headquarters of Ksh. 485 Million in five counties: 'fhis

conditional allocation is intended to supplement financing for construction of

headquafie$ by five Corurty Govemments that did not inherit adequate offices. The

five counties are Isiolo; Lamu; Nyandarua, Tana River and'lharaka Nithi. The

allocation which is part of a tfuee yefi plan, beginoing lurancial year 2017/18, to

supplement the five courties construct their county headquarters rvill be shared equally.

10
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Dit,isiolt of Revenue Bill.20l9

Additional Conditional Allocation from the Road Maintenance Fuel Lery Fund of
Ksh. 8.98 billion. This conditional allocation which is in its fifth year of
implementation is proposed to increase from an allocation of Ksh. 8.3 billion in
financial year 2018/19 to Ksh 8.98 billion in FY 2019/2020. This allocation is meant to

enhance and sustain counry Governments' capacity to repair and maintain counry roads

and is equivalcnt to l5 percent ofthe Road Maintenance F'uel Levy Fund.

Transforming rlealth systems for Universal care Project conditional allocation of
Ksh.2.99 billion (World Bank credit) :- This conditiona.l allocation through the

Ministry of Health is meant for continued improvement in delivery, utilization and

quality of primary health care services with focus on reproductive, matemal, new-bom,

c}ild and adolescenl health (RMNCAH) at the county level. This additional conditional

allocation has reduced lo Ksh. 2.99 billion in the hnancial year 2019i20 from Ksh. 3.6

billion in FY 2018/19 in accordance wirh the financing agreemert between the donor

and the National Govemrnent.

National Agricultural and Rural Inclusive Growth project (NARIGp) of IGh.7.2
billion (World Bank credit): - This addirional conditional allocation, which in Fy
2018/19 amounted ro Ksh. 1.05 billion is expecred to increase to Ksh. 7.2 billion in
financial year 2019/20. 'fhis additional conditional allocation is meant to compliment

effoft by counties to increase agricultural pmductivity and profitabi-lity of targeted

rural communities in selected counties, and to provide immediate and effective
response in case olcrisis or emergency. This increase is aftributed to the project design
principle of' phased implementation approach whereby it includes use of readiness

indicators to identill' participating counties to be covered by the project each year as

contained in the Project Appraisal Docurnent @AD). In view of this, participating
counties have so far increased to maximum targeted 2l counties.

Kenya Urban Support Program (KUSP) - Urban Development Grant (UDG)
additional conditional allocation of Ksh. ll.5 billion: - The program Development

objective (PDo) of this additional conditional allocation is to establish and strengthen

wban institutions to deliver improved infrasuuctue and services in participating
counties in Kenya. This program, which is in its second year of implementation, is

meant to ensure provision of capacity building and institutional support to 47 counties;

however, direct financial support will be provided to 45 counties other than the city
counties of Nairobi and Mombasa, and to 59 potentially eligible urban areas within
those counties.

11 -(
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Kenya Urban Support Project (KUSP) - Urban lnfrastructure Grant Allocation
(UIG) - Ksh.396 million - The main purpose olthis progamme, rvhich is in its third
year olimplementation, is to provide support to participating County Govemments lor
the fonnulation of urban development plans including the establishment and operation

of urban institutional arrangements such as cha(ers, boards, administrations and

operatioD of Urban Institutional arrangements and for the initial preparation of urban

infrastrucfure investments. This grant will decrease lrom an allocation of Ksh. 1,854

million in financial year 20l8li9 to Ksh. 396 million in financial year 2019/20 because

the allocation in financial year 2018,i l9 included a balance ofKsh. 927 million carried

forward from the llnancial year 2017/18.

Kenya Devolution Support Program (KDSF) County Capacity Building ("level 1")
Grant of Ksh. 1.4 billion. This is a conditional grant, which is in its third year of
implementation, linancsd by a World Bank credit to support county govefi]ment's

capacity building.'l'his grant, which has been reduced fiom an allocation of Ksh. 2.3

billion in financial year 2018/19 to Ksh. 1.4 billion in financial year 2019/20, is
intended to sustain the support to capacity building initiatives in the counties in the

following areas:

a) Strengthening Public Financial Management (PFM) systems;

b) Strengthening Corurty Human Resource Managemenl;

c) Improving county planning and Moniloring & Evaluation systems;

d) Civic Education and Public Participation; and,

e) Strengtlrening lntergovammental relations.

Korya DswMloc Support frognm (KDSP) Pcrforuanco ((levei 21 Grarl
nnouadrg to Ksh. 4.9 bllDon KDSP "'Levd 2" , fiaanccd by a Wcrld Blnk euedit, is

a perforrnamc grant which will bo utilized by beneficiary cqmties tovrard phpbal
invosheats articulated in their respective County Integrated Do,rolopnmt Plans(

CIDk) As sreh, this gmnt is intcnded to incentivizo cormty govenunents thet mhkrye

good resutts in the following key uoas:

a) Strcngthaing Public Finmeial Management @FM) systems;

b) Ssngthedng Cornty Human Rosource Manageorent;

o) Impmving c.ounty plarming md Monitoring & Evaluati@ systams;

d) Civic Edueation and Public Participqtion; and,

o) SEongtho*ing Intergovernmmtal mlatiEns.

Ferformance of counties in thE aboye ate&s is to be assessod by an indepondent firrn to

be r€aruited through a aompetitiw Procass. The budget allocation for this Srmt' whioh

is in its third year of inoplernentation, bas inoreascd &om Ksh. 4 biltim in fitr"ciel

201&/l9 to l(sh. 4.9 billion in nnacial year 2019120 to cator for incretd nrmber of

cmties who will have not the performatoc seore after bcing assessod ir aemrdance

with Section 5 (2) (D ofthe County Alloeation of Rownuo Act, 2019.

72 q =.-'E) E1-
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EU-Instruments for Devolution Advice and Support (IDEAS) grant of Ksh. 492.7

million: This grant, which is in its th.hd year of implementation, is expected to decrease

from Ksh.l.04 billion in financial year 2018i 19 to Ksh. 492.7 million in financial year

2019120. The allocation .is meant for disbursement of the 2nd tranche of the grant to
facilitate implementation of projects identified ir financial year 2018/19 for the

achievement of Local Economic Development (LED) in the county respective

contracts.

IDA - Water and Sanitation Developmcnt Project (WSDP) World Bank Credit of
Ksh. 3.5 billion: 'the Project Development Objective (PDO) of this prograrn, financed

by this additional conditional allocation, is to improve water supply and sanitation

services in six select counties located in the coaslal and north eastem regions ofKenya.
This wiil be achieved by investing in water supply and sanitation infrastructure in urban

centen in these counties. This additional conditional allocation, which has been reduccd

slightly fiom Ksh. 3.8 billion in financial z}ltltg ro Ksh. 3.5 billion in financial year

2019120, is meant to facilitate continued implementation of the projects started in
2018/15.

Agricultural Sector Development Support Programme (ASDSP) II- Ksh. g49.6

million- ASDSP II, which is in its second year of implemenration, is part of the

implementation strategy of the Agricultural Policy (Ap) tbr the national and county
govemments. In line rvith the AP, the overall goal of ASDSp II is to contribute to
"transformation of crop, livestock and fishery production into commercially oriented
enterpises that ensure sustainable food and nutrition security". The programme

Purpose is '1o Develop Sustainab.le Priority Value Chains (pVCs) for improved income,
food and nutrition security", which will contribure to achievement of the "BIG FouR"
agenda of the Government.

EU- Water Tower Protection and Climate Change Mitigatiotr and A,daptation
Progranrne (waTER) - Ksh.49s million: -The purpose of this addilional allocation,

which is in its second year of implementation, is ro facilitate the implementation of the

national climate change action plan and the master plan for the conservation of water
catchment areas of Cherangany Hills and Mount Elgon.

The prograrn is being implemented in cherangany Hills and Mount Elgon ecos)ctems
and includes Lake victoria and rurkana basins. It is also addressing a number ofcross-
cutting issues like climate change, gender equaliry, good govemance and human rights

13
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and will benefit the eleven Counties of Bungoma, Busia, Elgeyo Marakwet, Kakamega,

Kisumu, Nandi, Siaya, Trans Nzoia, Uasin Gishu, Vihiga and West Pokot.

Drought Resilience Programme in Northern Kenya (DRPNK) - Ksh. 350 miUion-

This is a project financed by proceeds of a loan and grant fiom the German

Development Bank in Turkana and Marsabit counties. The programme objective is

delined as follows: "to ensue lhat Drought resilience arul climate change adaptive

capacities of the pastoral and agro-pastoral prodttction systents and livelthoods in

selected areas ofTurkana and ]vlarsabit CounA, are strengthened on a sustainable basis

by expanding and rehabilitating relevant injlastructure. " The expected projects

outputs tue 10 ensure: - access to water is improved for humans and livestock; fodder

basis is improved; access to market infrastructure is improved; and rural tmnsportation

is improved in the two counties.

Evaluation of the Bill against Articlc 203 (1) of thc Constitution

Article 218(2) olthe Constitutiol requires divisjon of revenue between the two levels

of government and across County Govemments to take into accounl lhe crileria sel out

in Article 203(1) of the Constitulion. The criteria include factors such as: natioDal

interest, public debt and other national obligations and needs of the disadvantagpd

groups and areas, among others.

Table 2 provides an assessment of the extsnt to which the requirements of Article 203

(l) have been incorporated in estimating the division of revenue betrveen the national

and county levels of Govemment in the financial year 2A192O.

a
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Dit'ision of Revenue Bill,20l9

Table 2: Evaluation of the Bill against Article 203 (I) of thc Constitution

ITEM DESCRIPTION /(-lr. .l /illi,/,../ F\',201s/16
F"Y20 t 6n

7

FY20l7/l
8

Fl 20l8/r
9

FY20t9/2
0

oRDINARY REVEN tjE (EXCLUDING .\1,r.) 1.152.97 Z 1,36s.06J I,65 t,517 1,877,116

National lnteresl [Anicle 203 ( | )(a)j 79,189 79,685 82.696 8t,186 9t.t 68

Enl.nncement of security operalions (police vehicles,
he licoptert, defence etc. )

t7,700.00 r8.900 20.556 27,800 27.971

National irrigation & fe ilizer cleoronce 12.500.00 8,700 8,8110 I I ,715 | 1, t03

Youlh empowermenl 17,05J.00 18.511 r 8.5.1.r 7..t.12 16,226

National social safety net - (for older persons, OVC,
childwelfarc, geside ial btsary, severc disabiliry)

r{,354.00 16.92.1 r 7.305 :6.812 26,362

Prirnary school digilal literacy program t7.580.00 13.408 13,..108 6,133 8,10t)

School exadinatiohlees (KSCE & KCPE) 3.209 ,1,003 1.021 4,103

It Public debt (4rr.203 llllbl) 250,-190 J07,ts5 167,21J 6-17,J96 5tt5.70-l

Othcr national obligetions (?\(. 201 Il llhl) 32.r.s81 .t 7 t,7{3 -r98,589 121,239 .183.507

Pensions, constilutional salaries & other 51.611 60.169 68,702 90.5',73 109,526

Constituliotal commissions (Att. 248Q0 i.e. CR4,
SRC, NLC, NPSC, IEBC, TSC

t89,066 208,'763 224,623 233.619 261.187

Independent ofices(Art. 248(3)) - i.e. AG & CoB 4,720 1,123 5.1'11 6,.u2 6.316

27 -2',17 l1.180 30,915 1.1.190 36,240

Olhet coisfitulional instilutio\s- State Ldr Ofrce ond
DPP 6,863 6,159 6.198 7,602 8.765

Other statutory bodies (e.g. Et|CC, kPP, WPA, CAJ,
IPOA, NGEC)

4.69'7 .r.85 5 5..181 5.724 5 ql7

('

11,759 17,678 13,458 14,431

Other statutory allocations/earma*zd Jitnds (e. g.

NG-C D F, Afi rmatite A ct ion)
I73.t l 3 7,635 39,512 3 5,3 6l J0,880

Emergencies [Art. 203 ( lXk, 1.215 7.215 9,291 6,{19 6.t l8

Cohtingencies 5,000 5.000 5.000 5,000 5,000

2.215 1,294 l..t l9 I,J t8

l)

Equrlization Fund [Art.203 (1) (g) a,rd (h)] 6.000 6.000 1.700 5.765

t, BALANCE TO BE S}IARED BY THE 2 I,EVELS
OF GOVERNMENT {85,s6s 53t,7,r0 404,5t4 491,576 701,615

COUNTY GOVERNMENT AI,I.OCATION
['ROM REVf,NUE RA,ISED NATIONALLY, of
whichi-

2'73,073 295,020 I I4,205 322,193 123,91I

a) fuuitable Share of Revenue 259-77s 280,100 102,000 304.962 3 r0,000

I.'

b) Additional conditional allocatiors Jlnanced from
rere nues ra is ed nati o hal ly I3.29u 11.720 t2,205 t1.23t 13,9r l

(; BALANCE LEFT FOR THE \-ATIO^-AL
GOVERNMENT 2 t2,.lgj 239.120 90.309 169,38J 317.701

I

Source. National Treasurl, anj plalanlng
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National Interests: These are expenditues whjch relate to projects and programmes10.

that:

. are cdtical to re achievement of country's ecoDomic development objectives;
o potentialiy will have significant impact on social wetl-being of citizens;
o are anchored in the Vision 2030 and the Medium Term Plan lll (2011 - 2022);
. have significant resource investrnent roquirements; and

r have been specified in the 2019 Budget Policy Statement.

These national interests include: activities aimed at enhancing security operations; national

irrigation and fertilizer subsidy initiatives; Youth Empowermenl; provision of national social

safety net for urlnerabie groups and primary school digital literacy program, and school

examination t-ees subsidy. Revenue allocation for these progmms is expected to increase

significantly liom Ksh. 84.2 billion in 2018i l9 to Ksh. 94.2 billion in2019120.

12. Otfor Natloual OhHgrttons: as frovided for rmder Article 203(l) O) of tbe

Cmstitudo, tho Blll has also taken into accormt the cost of otlrcr national oNigatim, suoh as,

mdatorry pension contibutions andTor pa)ments, financing for consitrriooal ofEcos,

inelud4 Parliarnent a$ well es oxp€nse$ relating to other statutory bodiw and Funds. These

a.o €sciueted to cosr IGh. 483.5 billion in fmaneial year 201 9120 up frqtr Ksh. 4272 billio in
finocial ymr 201 M 9.

13. Ftrtal C.Dodty a-od Effrciency of Couuf Governmouts: Fiscat cepcity fo county

gprqtrmcDts refcrs to the potential rovenues that can be goncrated aom tho t&r bas€s

assignd to lhe cormties when a standard averago level of efort is applid. The second

gEodadoD formula developed by the Corurission on Revenue Allocation for sharirg

equitablo shars of Revonuo has provided for 2 % weight to fiscal responsibility pErarnoto.

This msrur is intended to tako into account variatio{xs in fiscal capacity aad effieioacy

er6s coletis in tb sharing of revenue raised nationally.

14. County governments' ability to perform the functions assigned to them and meet

other developmental needs ofthe county governmcnts: As explained above, the baseline for

16

il. Public Debt: The Bill has fully provided for all public debt related costs. These

comprise of the annual debt redemption cost as well as the interest paymeDt for both dornestic

and extemal debt. In the financial year 2019/20, the revenuE allocation for payment ofpublic
debt related costs is expected to decrease from. 637.4 billion in the fi-nancial year 2018/19 to

Ksh. 585.7 billion.

SrCxLl
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the equitable share allocation lor the financial year 2019120 was derived from the Division of
Revenue Act, 2018 but with a downward adjusonents to this base by Ksh. 9.04 billion
occasioned by revenue shortfalls. However the revised base has been grown by Ksh. 5.04

billion in the financial year 2019120.

16. Economic Disparities within and among counties and the need to remedy tbem:
Allocation ofthe sharable reveuue (i.e. equitable share ol Ksh. 3 l0 billion) among counties is

based on the second generation lonnula approved by Parliarnent in June,20l6 pusuant to
provisions of Article 2l 7 and Section I 6 of the Sixth Schedule olthe Constitution. The formula

takes into account disparilies among counties and aims at equitable distribution of resources

across counties. The fonnula takes into account populati on (45%),land area (8%), poverty

(187o), a basic equal share (26%o), ltscal responsibility (2%) and Development factor (l %). It
should also be noted that Ksh. 5.76 billion has also been set aside for the Equalization Fund in
2019n0 which trarslates lo 0.6 per cent of last audited revenue accounts of govemments, as

approved by the National Assembly, and is above the constitutional minimum of 0.5 percent.

This Fund will be used to finance development programmes that aim to reduce regional

disparities among counties.

17. Need for Economic Optimization of Each County: Allocation olresouces to counqt

govemments was guided by the costing of the functions assigned to the county governments.

The equitable share ofrevenue allocated to county goverruuents in the hnancial lear 2019120

is Ksh. 310 billion. This is an unconditional allocation which means tbat the county

govemments can plan, budget and spend the funds independently. Wirh the additional

resources, therefore, county: govemments can allocate more resources to their priority projects

and thus optimize their potential for economic development.

18. Stable and Predictable Allocations of County Governments' Vertical Share of
Revenuel The county govemments' equitable share of revenue raised nationally has been

protected from cuts that may be necessitated by shortfall in revenue raised uatioaally.

According to clause 5 of the DoRB 2019, any shortfall in revenue raised nationally is to be

bome by the National Govemment, to the extent of the threshold to be determined by Cabinet.

17

15. It should be noted that the revised equitable share allocation for the financial year

2018/19 at Ksh. 304.96 billion is above the allocation for &e tinancial yeat 2017/18. With the

further increase in the county govemments' equitable share ofrevenue by Ksh. 5.04 billion in

the financ.ial year 2019120. it is expected that county governments rvill have the ability to
perfonn the firnctions assigned and translbrred to them as contemplated under Article 203(l)
(f) of the Constitution.

,-. ?- t-r I-r 
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19. Need for Flexibiliry in Responding 1o Emergencies and Other Temporary Needs:

Included in the equitable share ofrevenue for the national governrnent is an allocation of Ksh.

5 billion for the Capital ofthe Contingencies Frind. This Fund will be used to meet the demands

arising from urgent and unforeseen nqeds in all Counties that suffer from calamities in the

manner contemplated under Section 2l of the Public Finance Management Act, 2012. In

addition, the Public Finance Management Act, 2012 and the PFM (Coun$ govemments)

Regulations, 2015 requires each county govemment to set up a County Emergency Fund.

County govemmenls are expected to set aside at leasl 2 % of their budget as part of their

allocation for this purpose.

Response to the Re commendations of the Conrmission on llevenue Allocation (CRA)

2l, Thc Divisio{r ofRevanus Bill, 2019 proposes to aliocate cormty govemrncnts an equitab}o

sbare ofKSh. 310 billion Aoan &e shareable rerrenue raised Detionally, The CRA oD th€

*ha M, recommends County Govemments' equitable sharc of revmuo of KSh. 335,7

hillioo as an rmconditional oliocation to be sharcd amang eou$ty gsvemmrrls otr the br.$i$

of tto formula for sharing mv€uuo approved by Parhamcnt uader Articlo 217 of thc

Costitutim. The difference h the Comraission on Roveoue Allocatftn (CRA)

ra@rMation ard firo DoRB 2019 popal Qnranates from the ditrerer*

rEod to comDut8 the Cornty Goverameats' equitable share of revenua Thoso irchrds;

a. Uso of dlficrort hrso for a$dtrblc sLaro of, rcvcuuo: - CRA tras used a bco aguitable

shars of IGh" 314 billion as contained in the DMsion of Revenuo Act, 2018. Howovor,

tho National Treasury has * in the Budgot Roviow and O'ullook Paper @R.OP), 2018 *
djustod this baso by the popmed Ksh. 9.04 billion reduction of tho equitable levenue

slme for couaty pvernments in FY 2018/19, This a{iutuent is informcd by sbortlilts

in performance o.frevenue raised natioually sinco the finaacial year 201 5/l6.

b, Ihs of diftrrnt rwenuo adjustment factor: CRA adjusts the colmty equitable shre
(ushg a bsso of Ksh 314 hillion) ofrevurue using &e actual three-year averago mnual

fuflation of 6.9 96. The National Treasury has inqrased by I3h" 5.O{ billion to the

rwised baso of equitable shara of raveoue to colurty gov€rrunerts in fnmcial 20lUl9
of Ksh. 304.96 billion. This increase of Ksh. 5.04 trillion is informod by tho provisiws

of fiscal frarne"wor* that urderpim the Budget Policy Statemoot for fY 2019120, \4hich

relleas a decline in Iiscal deficits ftom 5.9 paccnt of GDP in FY 201 8/19 to 5.0 pcncost

18

20. It should be noted that aftertaking into account all the other fhctors contemplated under

Article 203( I ) of the Constitution, including the needs of county govemments, only Ksh. 377.7

billion or 20.1 7o of the ordinary revenue (i.e. excluding appropriations-in-aid) is left to finance

other National Govemment needs, such as, defence, roads, energy, etc.

€.r ^ P E'l-
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in FY 2019/20, increase in debt service costs, drop in National Govemment ministerial

expenditures and downward adjustment of revenue projections in light of shortfalls in
revenue in FY 2018/19.

22. Table 2 analyses the differences between thc CRA recommendations and the National

Treasury proposal on the division olrevenue between the national and county govemments in
20t8/19.

Sowce: National Treasury and Planning

23. Differences oecasioned by additional conditional allocations frnanced from
National government share ofrevenue amourting to Ksh. 12.5 billion; - CRA has proposed

additional conditional allocations of Ksh. 26.7 billion ( exclu.ting ksh. 8,984 mi.llion lor RMI,F
which is not financed from ordinary Revenue) whereas National rreasury proposes Ksh. 14.2

billiou to be financed form national govemment sharc of revenue. This has occasioned a

difference of Ksh. 12,500 million as a result of the following:

Free Maternal Healthcare: - CRA has proposed Ksh. 4,300 million addirional

conditional allocation for lransfer to county governrnents to finance free matemal

healthcare. The National Treasury and Planning has not provided this allocation as a

conditional transfer to county govemments of Ksh. 4,300 million. However, in the

Schedule of this Bill, the National Govemment share of revenue includes Ksh. 4,300
million which is a special grant to the National Health lnsurance Fund INHIF) for &ee

Matemal health care , to be disbursed as a reimbursement to county gove[rments.

Leasing of Medical Equipment: - CRA has proposed an allocation of Ksh. 9,400

million for this additional conditional allocation whereas the National Treasury and
planning has proposed an allocation of Ksh. 6,200 million for the same. Although the

Expenditure ltem clt,\ National
Treasury

Variancc

,\ II c = (A-B)
I t,l uitable Rcvenuc Share in FY 2018/19
2. Adjustment based on fiscal framervork

Less: Shortfall in Revenue performance in FY 2018/19
3. New Base of Equitable Share (I-2)

3l {,000

9,038 -9,038
31.1,000 30{,962 9,0-38

4. Adjustment for revenuc grorvth in FY 2019/20 27,700 s,038 16,662
TOTAL EQUITABLE SHARE OP REVENIjE: (3+.r) 335,700 3 t 0,000 25,700

19
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Table 2l comparison of Recommcndations of thc Commission on Revcnue Allocation and

the National Treasury on the cquitable sharc of rcvcnue proposed for l'y 2019i20

(Figures in Ksh. Millions)

s_qcP =r

314,000
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National Treasury and Planning had allocated Ksh. 9,400 million for this additional

conditional allocation in FY 2018119, it should be noted that the additional Ksh. 3,200

million was meant to clear arrears due to non-provision related to contmctual

obligations of the MES programme in the previous years of its implementation, arrears

which have since then been cleared. This has informed the proposal to allocate Ksh.

6,200 million in financial year 2019120 for leasing olthe medical equJpment.

New conditional transfers for financing of five (5) cities! - CRA has proposed an

allocation of Ks}. 5,000 million starting FY 2019120 to finance five cities in Urban

Areas and Cities Act, 201 1, namelyl Nairobi, Mombasa, Kisumu, Nakuru and Eldoret.

These cities are centres of growth and provide unique and critical services to the

rasidents.

Tho Nrtiml treasuy takes cognisant of tho rrniquo services suc,h as Eewtrago sl$cm,
water reticulation, solid waste disposal ad storn water &ainlgo ad mancg@l
provided by these cities.

To wpport tbme cerntres of gmwth, the Natioaal Treasury and Planning has in FY

2019/20 povided a Ksh. I 1.5 billion for Konya Urban Support Progran (KUSP) as au

Urtm Development Grant flJDG) financed form proceeds of a granl by the World

Bmk The purpce ofthis grant" which will complement efforts of cormty govtmn€ats

in osrryiqg this firnction, is to ostablish aod stongthen urban institutioqts to delincr

inprowd htasuuctne and servicas ia paaieipating aounties in Kmya. It should b€

noted that tlrcse service arc part of the devohrcd fimctions and cormty gg"erments

$otild bo eocouraged to plan and budget for them. In tight of eo tight fisoil
fiamsvorl(, th National TreesurSr lmy not be able to provide additional rasousos

belnnd what has boen pmvided.

Cont:lusiou

25. Tho propmals coetainod in ths Blll take into aocount the fiscal tarnowork sEt out in &G

BPS fbr 20l9ll0 ad qe intended to Bura that nei&m a huge financing grp is cteated nu
functious Et oither lorel of goverunoff arc left uafunded or underfimded.

20

21. Fimlly, tbe National Treasury bas poposed an allocatioo amounting to IGh. 38.?

billio as additional coaditional allocatiom froo prqaeeds of loans and grants by vriox
develqmmt prtoers to frnanco reqoctive pnograrx and pojects in tho finaocial ycr201C20.

Howw, the CRA ha nol rndo such provisions in their additional oonditional allocadons

FoPosaI.
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26. It should, however, be noted that the proposed equitable share a.llocated to county

govemments in the Division of Revenue Bill, 2019, at 30 per cent of the most r€cent audited

revenue, as approved by the National Assembly, is way above the minimunr threshold required

under Article 203(2) of the Constitution.
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