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DATE: 15th;unrary 2021

Mr. Michael Sialai,EBS
Clerk of the National Assernblv

Hon. Amb. Ukur Yatani, EGH
Cabinet Secretary, National Treasury

All Governors
County Governrnents

Clerks of County Assemblies

Dear All

RE: RECOMMENDATION ON SHARTNG OF REVEI{UE FOR
FINANCIALYEAR zozrf 22

Pursuant to Article zt6 (r)(a) of the Constitution, the Comrnission on
Revenue Allocation (CRA) is mandated to make recommendations
concerning the basis for equitable sharing of revenue raised by the
national government between the national and county governments. The
PFMA (zorz) Section 19o requires that the recommendation be
subrnitted at least six months before the beginning of the financial year
or at a later date agreed between the Cabinet Secretary and the
Commission on Revenue Allocation.



The Commission recommends that for the financial year zoztf zz, out of
a projected shareable revenue of Kshs. t,Btg.7 billion, and the Road
Maintenance Levy Fund revenue projection of Kshs. 65.13 billion,
national government be allocated Kshs. 1,443.7 billion and County
governments Kshs.37o billion. The allocation of Kshs. gZo billion to the
county governments constitutes the following:

i. A baseline equitable share allocation of Kshs. 316.5 billion,
ii. Unconditional allocation of Kshs. L7.o2 billion to be shared by all

counties. These allocations were previously allocated as
conditional grants for health, roads and education, and

iii. Transfer of Kshs. 56.+8 billion to counties from ministries
departments and agencies in the national governments for
performance of concurrent functions in the areas of health, crop
development and agriculture, livestock, fisheries, water, irrigation
and sanitation.

Further, in accordance with the provision of the PFMA 2or2 Section
rgo(d), the Commission presents the determination of each county's
equitable share based on the Third Basis for revenue sharing approved by
Parliament in September 2o2o.

Yours Sincerely

Dr. Jane Kiringai, EGH
CHAIRPERSON
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EXECUTIVE SUMMARY

The Commission is rnandated by Alticle z16 (r)(a) of the Constitution to mal<e

annual recommendations on the basis for the equitable sharing of revenue
raised by the national government between the national and county
governments.

In preparing the recommendation for FY 2o2tf 22, the Commission has
considered the functional assignments of the national and county governments
as provided for in the Fourth Schedule and the criteria to be taken into account
in determining the equitable share as provided for in Article 2o3. Consideration
has also been given to the fiscal performance and the need for fiscal
consolidation to ensure a sustainable fiscal framework for the FY zoztf zozz
and the medium terrn.

The shareable revenue for the FY 2o2tf 2o2z is projected at Kshs. r,Brg.7 billion
based on an economic growth projection of 6.3 percent, which has been revised
to between 4.6 percent to 5.r percent due to the prevailing global, regional and
domestic economic and political challenges. Effectively, the realization of the
projected revenue of IGhs. t,Bt3.7 still remains uncertain.

The Commission, in accordance with the provisions of Article zr6(rXa) and
Article zo3(r), and taking into account the prevailing and expected revenue
performance recommends that out of a shareable revenue of Kshs. t,Bt3.7
biliion, and the Road Maintenance Levy Fund revenue projection of Kshs.

65.13 billion, nationai governlnent be allocated Kshs. L,443.7 billion and

county governments Kshs. gZo billion. The allocation of Kshs. 37o billion to
the county governments constitutes the following:

i. Abaseline equitable share allocation of Kshs. 316.5 billion,
ii. Unconditional allocation of IGhs. t7.o2 biilion to be shared by ail

counties. These allocations were previously allocated as conditional
grants for health, roads and education, and

iii. Transfer of Kshs. 96.+8 billion to counties from ministries, departments
and agencies in the national government for perfolmance of concurrent
ftinctions in the areas of irealth, crop development, livestock, fisheries,
water, irrigation and sanitation.

Further, in accordance with the provision of the PFMA zorz Section rgo(b),
the Commission presents the determination of each county's equitable share

based on the Third Basis for revenue sharing approved by Parliament in
September 2o2o.
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1.O TNTRODUCTION

Alticle zr6(rXa) of the Constitution mandates the Commission on Revenue

Allocation (CRA) to make annual recommendations concerning the basis for the

equitable sharing of revenue raised nationally between the national and county
governments. Further, section 19o of the Public Finance Management Act
(PFMA) 2or2 requires the Commission to submit its recommendation to the
Senate, National Assembly, County Assembly, National Executive and County
Exectrtives six months before the beginning of the financial year (FY) or at a
later date agreed between the National Treasury and the Commission.

This recommendation provides the basis for equitable sharing of revenue
between the national and county governments for the FY zoztf zozz. The
recommendation has been made against a backdrop of uncertain global and
domestic economic situation occassioned by the COVID 19 pandemic and a
constrained fiscal framework due to continued underperformance of revenlres.
The COWD-I9 pandemic, which started as a health crisis transitioned into an
economic crisis leading to heightened fiscal risks and sociai vulnerabiiities.
Arguably the growth of the economy, which was already slowing down before
the pandemic is expected to sharply decline, affecting the fiscal space and
division of revenue between the two levels of government.

This recommendation is organized as follows: section one analyses the overall
performance of the economy, section two reviews the national and county
governments fiscal performance while section three provides the Commission's
recommendations on equitable shares of revenue between national and county
governments. Section four presents the functional assignments and financing
of national and county governments, and section five details each county's
equitable share from the county share of revenue.

f.i.

The world and the Kenyan economic performance prior to 202o had been stable
and robust. The emergence of the COVID-I9 pandemic in China towards the
end of 2olg led to a contraction of the global and local economies. In Kenya, a
decline in the growth of the production sectors is expected to negatively impact
government revenues both at national and county Ievel.

1



1.1.1. Gross Domestic Product

The world econorny recorded real Gross Domestic Product (GDP) growth of
2.9 percent in zorg cornpared to 3.5 percent in zot8, the slowest growth since
the zooTlzooB global financial crisis. Tire deceleration in growth was recorded
in both advanced economies (particularly the Euro Area) and Emerging Market
and Developing Economies (EMDEs) such as China and South Asia. The decline
in the world economy was mainly attributed to continuous policy uncertainty,
decline in global trade and investment, and a slowdown in labour productivity.
The uncertainty in policy led to trade tensions between China and United States
of America (USA), and between the European Union (EU) and United Kingdorn
(UK), with the manufacturing sector being the hardest hit. Advanced economies
are estimated to have expanded by r.Z percent in zorg compared to a growth of
2.2 percent in zor8.

Global growth is projected to contract by +.+ percent in 2o2o,, due to the
devastating effects of the COVID-r9 pandemic that necessitated countries to
resort to either partial or complete lockdown of economies to curb the spread of
the disease. The contraction in the global economy reduces demand by Kenya's
main trading partners particularly in Europe and the Middle East who
constitute the largest exporters of main agricultural commodities such as tea,
coffee and horticultural products.

Sub-Saharan Africa's (SSA) real GDP growth stood at 3.r percent in zorg
compared to 3.3 percent in zor8 (Figure t). The growth was supported by
favourable weather conditions which boosted agricultural production and
exports, cyclical recovery of most of the countries from recession and improved
investors'confidence. The spread of the COVID-I9 pandemic to SSA aiong with
the continued deterioration in global oil prices is expected to significantly affect
the zozo growth in the region. Growth in SSA is projected to contract by 3
percent in zozo but recover in zozr to grow at 3.1 percent.

The real GDP in the EastAfrican Community (EAC) bloc grewbyS.g percent
in zorg compared to 6.6 percent in zot B. The slowdown in growth was generally
recorded in all the countries in the bloc. Despite the slowdown, the EAC
continues to be the fastest growing region in Africa driven by; strong public
spending in infrastructure, rising domestic demand, political stability, new
investment opportunities and incentives for industrial development. Rwanda,

the fastest growing country in the EAC bloc recorded the highest real GDP
growth rate of 1o.1 percent in 2otg, supported by strong growth in the private

2
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sector and infrastructure. Uganda's real GDP grew by 4..9 percent in zorg
compared to 6.r percent in eor8. Tanzania recorded a slower growth of 6.3

percent in zorg compared to 7.o percent in zor8.

The EAC bloc growth in zozo is projected at r.z percent in the baseline scenario
and o.z percent2 in the worst-case scenario owing to related disruptions of fiscal
expenditure plans, revenue mobilization, supply chains and international
market demands. The region's economy is expected to recover in zozt to a

growth of 2.7 percent in the baseline scenario and z.B percent in the worst-case
scenario under the assumption that COVID-I9 would be contained in the short-
to-medium term (Figure t).

Figure r: Regional GDP Growth Rates o/" (zot4-zozr)

Source of data: KenyaNotional Bw'eant o/Statistics, Various Economic Srrrueys
* Esrimates

Kenya's economy slowed down in zorg to grow at 5.4 percent compared to
a growth of 6.3 percent in 2018. Kenya's growth is largely driven by
performance of the agriculture sector, which accounted for an average of 24.6
percent between 2oo8 and zorz and 34.2 percent between 2o1B and zorg as

shown in Figure z. Although the contribution of the agricultural sector has
grown over time, this has not translated to substantive increase in ordinary
revenue collection due to the structural change in the economy.

. African Development Bank, East African Economic Outlook, zozo
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Figure z: Average Sectoral Contribution to GDP

Sow'ce of Data: KNBE Various economic surueys

Economic growth in zozo is expected to be significantly affected by the COVID-
19 pandemic containment measures. Growth in zozo was projected at 6.r
percent3 supported by agriculture, services sector and targeted investments
under the government's BiS q Agenda+. The National Treasury has revised the
projected growth for the year 2o2o to t.z percent owing to reduced demand by
the country's main trading partners and disruptions of supply chains and
domestic production in addition to tax measures put in place to cushion the
economy.

1.3 .\Jiir:i'oi't'ilitolnir.' i',nr, it'oitrtlctrI

r.z.r Inflation

The rate of inflation is a key indicator of macroeconomic stability. Overail
monthly inflation remained stable in zorg and within the government's target
range of 5+-2.5 percent. However, behveen September 2019 and February 2o2o
inflation rose driven mostly by food inflation as shown in Figure 3. Fuel inflation
significantly dropped between January and September 2o'tg, but the last
quarter of zorg saw a steady rise in fuel inflation. Overall average monthly
inflation between March and December 2o2o remained stable at 4.9 percent

due to favourable weather conditions and lower international oil prices. With
the revision of the tax measures instituted by the government during the

3 2020 Budget Policy Statement
a The government's Big 4 Agenda identified manufacturing, housing, universal health care and food security as

key investment sectors to improve living standards and spur growth between 2OL8-2022.
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COVID-I9 period, inflation is likelyto increase, but is expected to remain within
the target range.

Figure 3: Monthly Inflation Rates

Source of data: /(NBS and CBK

The rate of inflation affects the cost of providing goods and services for either
level of government, with a high rate of inflation making it expensive to provide
goods and services. High rates of inflation could also cause a weakening of the
Kenya Shilling relative to other currencies, which will increase the cost of
servicing foreign denominated loans.

t.z.z lnterest Rates

The Finance Act zotg uncapped the interest rate which had been capped since
zot6 at a maximum of no more than four percentage points above the CBKbase
rate to improve private sector credit growth and liquidity. The capping of the
interest rates in eor6led to low and stable rates (Figure 4), which was meant to
improve liquidity in the market and particularly to the private sector. However,
the interest rate capping resulted in commercial banks adjusting their business
models and lending behavior resulting in declining financial intermediation.
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Figure 4: Short Term Interest Rates, Sep zor5 to Sep zoz.o

Source, Ba Kenya

With the uncapping of the interest rates in zorg it was expected that credit to
the private sector wiil expand thereby stimulating business growth and overall
performance of the economy. Figure 5 shows that there has been slight
improvement in the growth of credit to the private sector in the months
following the uncapping of the interest rates from November 2019. The growth
in credit to the private sector, however, slowed down in zozo due to measures
undertaken by global and the national governments to contain the spread of
COVID-r9 pandemic. '

Figure 5: Growth of Credit to the Private and Public Sectors (zor.8-zozo)
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1.2.8 Exchange Rates

Exchange rate fluctuations have an effect on current account balance and the
amount of debt service repayable on foreign denominated loans. The Kenya
shilling weakened against major currencies in zozo as shown in Figure 6. An
increasing current account deficit occasioned by a reduction in exports and
increased imports will lead to further depreciation of the Kenya Shilling. This
is e4pected to lead to costly foreign debt repayment obligations in servicing of
foreign denominated loans in the medium term.

Figure 6: Monthly Exchange Rates

Saurce ofdata: CBK
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2.O. RE\rIE\M OF THE FISCAL PERFORMANCE FOR F"T
zotgf 2o2o

z,t. Performance of nationally generate<I revenue and grants

The FY 2o7gl2o2o fiscal performance was drastically affected by revenue and
expenditure measures undertaken by government to contain the spread and
effects of the COVID-I9 pandemic. Total revenue collected during the FY
zotgf zozo amounted to Kshs. L,7gS.6 billion (r7 percent of GDP) against a

target of Kshs. r,864.8 billion. This was 1.9 percent higher than the FY
zot9lzorg collection of Kshs. L,7oL.6 billion. The shorLfall in total revenue
collected against the target in FY zorglzozo was due to underpdrformance in
other income tax, VAT (local) and the Ministerial Appropriati6ns-in-Aid (A-I-
A)s. Other income tax and VAT local had the largest urfderperformance at
Kshs.r3.r billion and Kshs.r+.S biilion respectively. Although import duty
surpassed the target for the y€il, the revised targel bf Kshs. 95.9 billion was
Kshs. ro.9 billion lower than the actual collection for the FY zor8/r9. Total
grants received during the FY 2olg/2o2o amourlted to Kshs. r9.B billion against
a target of Kshs. 3S billion. Table r presents a summary of the performance of
the revenues.

Table t: Government Revenue and external grants for the Hfs zorS /zor.g
and zo 2,O20

Sout'ce oJdata: Nahbnal Treasury,2o2o BROP
* Proursional

s Quarterly Economic and Budget Review,4th Quarter-2Otgl2O2O
6 includes rent on land/buildings, fines and forfeitures, other taxes, loan interest receipts reimbursements and
other fund contributions, fees and miscellaneous revenue.
z includes receipts from Road lvlaintenance L,evy Fund and A-I-A fi'om Universities
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Underperformance of ordinary revenue in the FY zotglzo2o was occasioned by
a decrease in economic activities and new proposed discretionary changes to tax
policy during the 4tn quarter of the FY zotg/2o2o. The government enacted
several tax measures, which included a reduction in turnover tax rate (from 3
percent to r percent); a reduction in the corporation and individual income tax
rate,(from 30 percent to 25 percent); a reduction in the VAT rate (from 16
percent to 14 percent). These measures were meant to cushion businesses and
households from income shocks arising from the CovID-rg pandemic.

Ordinary revenues as a percentage of GDP has been declining over time as
shown in Figure 7. This has largely been attributed to the structural change of
the Kenyan economy. The structural decomposition of Kenya's economic
growth shows an expansion in the agriculture sector over the ydars while the
manufacturing and service sectors have contracted. /

Figure 7: Ord.inary revenue as a percentage of GDp ro. ttre Fys zor5 /zo16to zozrf zozz

Sow'ce of data: The National Treantry, BROP, Var.ious Issues*Estitnated

The agriculture sector contributes on average 34.4 percent to the GDp but only
2.4 percent to ordinary revenue. The manufacturing sector's contribution to
ordinary revenue is on average rB.B and only 7.g percent to the GDP. A further
contraction in the economic activities that wilt impact manufacturing and the
services sector is likely to lead to lower than projected ordinary revenue for the
FYs eozo lzozt and zozrl2c.22.
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?.i.. l'erf<rrnretnce ol' gclr,enr nrent e.rpencliture

Total government expenditure increased by S.+ percent from Kshs 2,488.7
billion in FY zot9lzotg to Kshs 2,S6;.4billion in the FY zotglzozo (Table z).
Actual national government recurrent spending in the FY zorg lzo2o was Kshs
1,603.1 billion against a target of Kshs. 7,728.4 billion. This represented an

underspending of Kshs 12S.3 billion.

Table z: Expenditure and net lending for the FYs zorS/zor9 and
zorgf zozo (Kshs. Billion)

Recurrent
Domestic Interest
Foreign Interest
Pension & other CFS

Wages & salaries
Operations & maintenance
O/W: Appropriation In Aid
Devdopment
Development projects (Net)

Payment of guaranteed loans
Appropriation-In-Aid
County governments
Parliamentary Service

Judicial Service
Equalization Fund
CF

r,489.8
272.4
103.4

70.8
4L7.5
6a5.8
147.8

*11.9
289.o
2.5
243.4

860..7
28.5
L2.7
6.9

Astual
r,6o3.r
315.4
rzr.8
8s.6
449.9
626.4
ro6.9
594.9
389.6
o.7
2o4.7

325:3
27.9
14.1

Target
tr7z8.4
3or.8
131.9

90.9
457.2
746.6
176.r

@28.s

434.3
o.6
243.5

362.4
34.3
14.3

(rzs.a)
re.6
(ro.o)
(r.+)

0.2)
(rzo.z)
(6g.2)
(8s.s)
Gc.z)
o.o18
(s8.8)

Gz.t)
(6.s)
(o.z)

2,433.7 2,56:o.4 2,8r7.8 (zSz.q)

Source of data: The National ry, BROP zozo

Total government development spending has been increasing in recent years

due to public inVestments driven by large infrastructure projects. Actual
national government development expenditure during the FY 2orgl2o2o was

Kshs. Sg billion higher than the FY zor8/2olg expenditure of Kshs. 54r.9
billion. However, the FY 2olgl2ozo actual development expenditure of IGhs.

Sg4.g billion was lower than the target of Kshs. 6Z\.Sbillion due to expenditure
rationaiization during the fourth quarter of the FY zorglzozo.

Underperformance of revenue in relation to the target coupled with high
recurrent and development expenditure have led to continued increase in fiscal

deficits. Since the FY zot5f zo16 fiscal deficits have been above the five percent

recommended thresholda. The fiscal deficit in the FY zorgl2o2o increased to

eight percent from 7.7 percent in the FY zor8/ 2otg due to underperformance

a Based on the Kenya Vision zo3o
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of Figure B presents the performance of revenues and expenditures
rela to GDP.

8: Revenue and expenditure trends for the FYs zor5lzor6to
2()1 2()20

of data: The NationalTreasury, BROP, Issues

Public debt

stock of public debt has steadily increased over time, rising by r5.z

the
t from Kshs. S,BoB.8 billion in FY zoLB/2oL9 to Kshs 6,698.3 billion in
zotg/zozo (Figure 9). External debt which accounted for 52.5 percent
total debt in the FY zorglzo2o rose by 16.3 percent to Kshs. 3,515.8of

2.3.

The

n at the close of the financial year in June 2o2o. Domestic debt grew by
L4.1 t to Kshs. g,r77.S billion over the same period. The stock of public

during the FY zozof zozr is expected to rise to Kshs. T,695 billion. The
abs te debt threshold as approved by Parliament is Kshs. 9,ooo billion by
Jund 2024. There is therefore need for the government to continue undertaking
fiscafi consolidation programs to promote fiscal sustainability.

,
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Figure 9: Public debt stock for the FYs zor5 lzor6 to zozof zozr -Kshs.
Billion

!).(l (r ()
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Sou'ce of data: The National Treasury, BROP, Torious rssues

"Estinnted

Domestic debt is mainly made up of Treasury bills and bonds. By end of
December 2otg, Treasury bills stock stood at 8.49 percent of the GDP, while
Treasury bonds stock was 19.07 percent of the GDP. Sources of external debt
stock include loans from multilateral; bilateral and commercial creditors.
Muitilateral debt which is the largest source of external debt accounted for 9.65
percent of GDP by the end of December 2olg. Out of this, concessional loans
from the International Devefopment Association (IDA) accounted for 6.86
percent of GDP. External commercial debt and International Sovereign Bond
accounted for 3.6o percent and 5.97 percent of GDP respectively by December,
2o-19.

The high levels of external debt and its currency composition puts the country
at high risk of foreign currency exposure. Out of the total external debt, 69
percent is lJ.S. dollar denominated, r8.r percent in Euro, S.5 percent in Chinese
Yuan, 4.S percent in Japanese Yen, 2.6 perpent in Great Britain Pound and other
currencies account for o.3 percent (Figure ro).
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Figure to: Currency composition of external debt, end of December 2org

- -o/5.l) /o +.6% 2.6/o oqYo

, USD ,,Euro .YUAN en 'GBP . Others

Sotu'ce: The National Treantry, Medium Term debt management strateglJ, 2o2o

The uncertainties arising from the CowD-r.g pandemic has led to the
weakening of the Kenya shilling. This is expected to increase eKternal debt
repayment obligations and expose the country to more debt vulnerabilities. In
addition to foreign currency exposure from external debt, the country faces a
moderate risk of external debt distress due to breach of the debt repayment to
export ratio. The debt repayment to export ratio was 29.3 percent in zorg
against the threshold of 21 percentfor Kenya.

The debt to GDP ratio which measures the abitity of the country's output to pay
back debt has been consistently rising since the FY zor5f zo16 (Figure r.r). The
increase in total debt to GDP ratio to 65.6 percent in FY zotglzozo has been
driven by a wider government deficit as well as a slowdown in economic
activities. The total debt to GDP ratio is expected to rise further to 68.3 percent
in the FY zozo/2o2r. Kenya's public debt sustainability threshold on present
vaiue of Debt/GDP based on the World Bank's Country Policy and Institutional
Assessment (CPIA) index for a low middle-income country is 7o percent.
Although the country has not yet reached this level, continuous accumulation
of debt could make the debt unsustainable.
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Figure$: Public Debt as a percentage of GDP for FYs zor5lzo:.6to
2O2Of 2O2L

Source of data : The National Treasury, BRO P, Torious issues

"Projecttons

The country is under high debt vulnerability due to increasing debt repayments
and low revenue performance. Interest payments in the FY zot9l2o2o
absorbed 27.8 percent of ordinary revenue up from 2S.1 percent in the FY

2ot9f 2oL9 as shown in Figure rz. Interest payments also took up 4.3 percent of
the total economic output in the country in the FY zorgf zozo.

Figure rz: Interest payment as a percentage of ordinary revenue and
GDP for FYs zor.gf zot6 to zozo lzozr

Sou'ce of data: Noriono/ Treasury, Budget Reuieu a
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Debt repayment is a first charge when determining the shareable revenue
between the two levels of government. Ahigh debt service therefore reduces the
equitable share available to either level of government which in turn comprises
service provision.

2.4. I,'iscal Perfbrrnalrce of Countl, Go\rerrlments

2, 4.1 County Revenues Performance

County revenues are derived from various sources including equitable share,
own source revenue (OSR), conditional grants and county borrowing. Article
zoz of the Constitution requires that county governments may be given
additional allocations from nationally raised revenues either conditionally or
unconditionally. Further, Article 2o9 (3) authorises county goiern-ents to
raise their own revenue bylevying property rates, entertainment taxes, fees and
charges on services. Counties may also borrow to undcirtake development
projects as provided for in Article ztz of. the Constitution. However, since the
start of devolution in zor3, no county has borrowed..for this purpose.

The main component of the unconditional revenue to the counties is equitable
share. In the FYs zorglzozo and zozo/zozr counties were allocated an
equitable share of Kshs. 316.5 billion for each financial year due to continued
underperforrnance of ordinary revenues. Since the start of devolution in the FY
zotgf zot4 counties have cumulatively received an allocation of Kshs. 2,2c,6
billion as equitable share. Table 3 presents a summary of county revenue over a
period of eight years. 

,

Table 3: County Govqrnments' Total Revenue for FY zotg/zot4 -
zozo/ zozr, Kshs. Billion

Sources: tatton Reuteu Reports
x h'oiuted osRfor zozo/zozt

The county revenue collection and conditional grants over the eight-year period
amounted to Kshs. zB9 billion and Kshs. 3oo.4 billion respectively. In the FY
zotgfzozo counties received an additional Kshs.Z.Zr billion conditional

ll

190 227 e6o zBo 302 314 316.5 316.5 z,zc,6

z6 34 35 33 32 4o gs.8 53* 289

20 r6 27 22 4t 59 6z 53.4 300.4

236 277 322 335 375 413 4L4.3 422.9 2,795.4

15



allocation from the national government towards the COVID-I9 pandemic
emergency response. Conditional grants comprise of conditional allocation
from the national government's equitable share of revenue, and loans and
grants from development partners. Conditional grants from the national
government are in the areas of health, roads and education and are availed to
the counties subject to their meeting some specific conditions. Table 4
summarizes the conditional allocations to the counties from the national
government's equitable share.

Table 4: Surnmary of Current conditional allocations from t]re national
government to the counties

Source of CARA, Various Issues

Conditional grants are designed to achieve specific objectives, achievable over a

specific transitional period. After eight years of devolution, counties have built
capacity to effectively undertake functions assigned to them without
conditionalities. /

The OSR collected by counties in the FY zorgf zozo amounted to IGhs. 3S.8
billion whith represented 65 percent of the annual target of S4.g billion. This
was a decline of rr percent from Kshs. 4o billion collected in zorS/zor9. The

county OSR was impacted negatively by the decline in growth of the production
sectors occasioned by measures undertaken by government to contain the
spread of the COVID-I9 pandemic in the second half of the financial year. Since

the start of devolution, county governments' OSR collection has substantially
fallen below targets. The non-realisation of OSR targets by counties often leads

to financing gaps, which negatively affect the implementation of county
development plans.

zorg/14 zor4/t5 2ol,:Dla6 2.ot6/17 ?.ot7ltS 2.oa8hg zorg/zo zozof zr

3.4 1.9 3.6 4.O 4.2 4.3 4.3 4.3Level5 Hospitals
User fees forgone o.9 o.9 o.9 o.9 o.9 o.9
MES 4.5 4.5 4.5 9.4 6.2 6.2

9.4RMLF 3.3 4.3 11.1 8.S 8.q
Construction of
countv HOS

9.6 o.6 o.49 o.3

Rehabilitation of
oolvtechnics

2.O 2.O 2.O 2.O

4.3 4,1Free maternal
health care
Medical grant o.2

16



The equitable share allocation to counties contributes on average 79.3 percent
to thF total county revenue. While the proportion of OSR and conditional grants
to to{tal county revenue is ro.4 percent and ro.3 percent respectively as shown
in Fi$ure 13.

Figufue 13: Contribution to County Governments'total Revenue for FY
zorllzor4 - zo2olzozr

14.:! t:!.6

2() g/zor4 zor4/zorg zo15/zo16 zor6/zot7 zorT/zot8

rEquitable Share rOwn Source Revenue

zorS/zor9 :or9/zozo zozofzozr

r Conditional Grants

Sourc{ ; OCo B, u arious Issues
Note; OSR datafor the N zozo/zr rs an estimate

Thor$h the equitable share allocation to county governments has progressively
increfsed over the years in absoluteferms (except F\ zozo/2c.21) and is in line
with the provisions of Article zog(z), the proportion of county equitable share
to ordinary revenue is on a deblining trend. This is shown in Figure 14.

Figurye r4: County Equitable Share as a Percentage of Ordinary Revenue
for FlYs zotg/zot4to'zozof zr
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2. 4.2 County Expenditure Performance

County expenditure increased by 17.5 percent from Kshs. 876.4 billion in
zotSlzotg to Kshs. gBg.B billion in zorgfzozo. Recurrent expenditure
constituted Kshs 279.8 billion whereas development expenditure was Kshs
1o4.S billion. A significant proportion of county spending is funded by the
equitable share transfers. The transfers on average ftind 79.3 percent of the
counties' total approved budget.

An analysis of actual expenditures over the last seven financial years shows that
on average counties have been spending zB.B percent on development and 7r.z
percent on recurrent expenditures. The PFMA 2ot2 Section roZG) requires that
over the medium term, counties should allocate a minimum of 3o'percent to
development expenditure. Figure 15 shows that on avgrage counties'
development expenditure has been below the PFMA requirement of 3o percent

Figure 15: Proportion of County Expenditures for fy" .orS lzor4to
zotgf zozo

Source: OCoB, Various lssues

An analysis of average actual county expenditure by sector as shown in Figure

16 points that the public service and administration sector takes almost 3o
percent of the total county expenditure. The health sector account for at least

25 per cent of the total county expenditures.

',<ttB/r4 :or.1/r5 zor5lt6 zor6lrT zotTlr8 zort\/19 2org/''<>zo

rRecurrentExpeuditure DevelopmentExpenditure

z8'.q 78.o 72.86s.o 67.6 71.564.9
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Figure t6: Average actual county government expenditure by sector (in
Percentage)

Sow'ce of data: OCoB, Various rssues

2.4.8 Pending Bills

Counties continue to incur pending bills due to delay in disbursement of
equitable share by the national government as well as under realisation of the
OSR targets. In 2o1B counties had historical pending bills amounting to Kshs.
89 billion carried over from the previous financial years. During the FY
2oL9l2o2o Kshs. 4r.86 billion historical pending bills had been paid leaving a
balance of Kshs. 47.12 billion. By the end of the FY zotgf zozo counties total
pending bills (historical and current) amounted to Kshs.rr3.B5 biliion,
equivalent to 27.5 percent of total county revenues. A high stock of county
pending bills (ZZ.S percent) are in recurrent expenditures emanating from
unremitted statutory {eductions and good and service supplied to counties.
Delay in paying of monies owed to contractors substantially affected private
sector investments.
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3.O RECOMMENDATION ON EQUITABLE SHARES

A-r'ticle zoz(t) stipulates that the nationally raised revenue shall be shared
equitablybetween the national and county governrnents. The shareable revenue
excludes loans (internal and external) borrowed by the national government.
This revenue is defined in the Constitution and Section z of the CRA Act, 2011

AS:

"all taxes hnposed by the national gouernment under Article zo9 of the
constitution and any other" reuenue (brcludtng inuestment tnconte) that may
be autlrcrized by an Act of Parltament, but excludes reuenues referred to wtder
Arttcles zo6(t)(a)(b) and 2o9 G) of the Constttution".

Tlre F"Y zoztf zoz2 recommendation on the division of revenue between the
national and connty governments is being made under a constrained fiscal
framework characterized by revenue underperformance. Based on a shareable
revenue projection of IGhs. t,Btg.7 billion, and the Road Maintenance Levy

Fund (RMLF) revenue projection of Kshs. 65.13 billion the Commission
recommends that the national government be allocated Kshs. r,44B.T billion
and county governments Kshs. SZo billion. The recommendation of Kshs. 37o
billion to county governments emanates from the following three
recommendations:

r. Recommendation one: Based on a constrained fiscal
framework

As shown in Table 5, revenues have underperformed in the last eight years of
devolution. This performance is expected to worsen in the medium term due to
decreased output of the economy as well as tax policyo measures undertaken by
governments to cushion mlnerable households and firms to cope with the

COVID-r9 pandemic. Fufther, it is expected that the econorny wiil perfomr less

than optimum in the medium term as the country gears up for the zozz general

elections.

s These include: Lolvering both corporate ta-r for lesident entities and top individual itrcoure tar fron't

3o% to z5o/o; too'% tax exeurption of Pay As You Earn for individuals earning less thiur Iislis. z4,ooo;
Redtrction of VAT flour t6% to r4&; and reduction of turnover tax I'ate fron g%o lo t%o
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Table 5: Performance of Ordinary Revenue for Fy zo4/2o14 to
zoztf zoze (Kshs. Billion)

1,027.2
t,o87.t
t,242.7
r,3Bo.z
r,56o.3
t,769.z
t,6tg.4
r,633.8
2,I.44.9

9L9
r,o3r.8
1,153.O
r,3o6.6
r,365.r
L,49g.B
r,573.4
t,6ol.4
t,8tg.T

ro8
55
9o
74
195
269
42

32.4
331.2

SotLre of data: The National Treanry, BRO? Vaious Issues

The National Treasury projects shareable revenue for FY zozr/2o22 at Kshs.
t,Bt3.7 billion which is lower than the framework which underpinned the
sharing of revenues during the FYs 2o2ol2o2r and z6rylzozo. In the Fy
zozof zozr and FY zot9l2o2o the Commission shared revenues based on
projected ordinary revenues of Kshs. r,BBB.7 billioir and Kshs . t,B7o.4 billion
respectively. out of the F{ zotg/2o2o projected revenues of Kshs. t,B7o.4
billion, only Kshs.L,s7s.4 billion was realised. The Fy zozol2o2r projected
revenues have since been revised downwards from Kshs. r,883.7 billion to Kshs.
L,6ot.4 billion due to non-performance of revenues.

Taking into consideration the dbove economic and political factors, the
Commission recommends that from a projected ordinary revenue of Kshs.
L,813.7 billion, Kshs. L,4gZ.2 billion be allocated to national government and
Kshs. 316.5 billion be allocated to the counties in the Fy zozrf zozz.

2. Recommendation two: conversion of conditional grants to
unconditional grants

Article zoz(z), provides that county governments may be given a,ilditional
allocations from the national government's equitable share either conditionally
or unconditionally. Over the last eight years of devolution, the national
government has provided conditional grants to the counties targeted at
realisation of specific national policies in the areas of health; roads and
education. Given that the functions of health, roads and. education are
concurrent functions with clear responsibilities between the two levels of
goverrlments, the Commission recommends that these conditional grants be
allocated to county governments unconditionally as part of the colnty
governments' equitable share. The grants are presented in Table 6 and
discussed in the subsequent section.

27



Table 6: Conditional Grants to be converted into unconditional grants

Health

Education

Roads

i. Conditional allocation for Ievel5
Hospitals

ii. Conditional allocation for
Compensation for User Fees Foregone

i. Conditional Allocation for
Rehabilitation of Youth Polytechnics

i. Conditional allocation for Road
Maintenance Lery Fund-r5% of Fund

o.9

4.32

2.O

g.B

17.o2
Source: CRA zozr

r. Managed Equipment Scheme (MES)

Over the last six years the national government through the managed equipment
scheme (MES) has facilitated the purchase and maintenance of modem

specialised medical equipment in at least two level W hospitals in each county.

This scheme was meant to facilitate easy access't'o specialised health care services

and significantly reduce the distance that Kenyans travel in search of such

services. The counties are now able to provide specialised medical services in level

IV hospitals. The national government has provided for an allocation of Kshs.6.r

billion under the MES in FY zozrfeozz. Once the contractual obligations under
this scheme are over, this graat should be allocated to county governments as

part of the equitable share. The funds will be used by the county governments to

finance health operations and maintenance of equipment.

z. Level- 5 hospitals conditional grant

There are ll hospitals across tt counties that have enjoyed additional conditional
financing ,fro* the national government Level-5 hospital grant. Before

devolution, these hospitals played a significant role in providing specialised

health'care services to Kenyans. Besides, the hospitals provided specialised

health care services to citizens residing outside the province, usually for
complicated cases referred from lower levei health facilities. The grant given at

onset of devolution in FY zog/r4 was therefore meant to compensate the level-

S facilities for the costs incurred in rendering services to citizens from
neighbouring counties.

The grant to the rr Level- 5 hospitals was a stop gap measure meant to enable

other counties build their capacity to handle specialised treatment. Counties have
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built their capacity through the MES programrne and individual county efforts to
improve health services. At least two Level-4 facilities have been equipped
through the MES programme to provide specialised health care services. Given
that the third revenue sharing basis has taken into account the health needs of
counties as measured by the facility gap needs and inpatient and outpatient
needs, the Comrnission recommends that IGhs. 4.32 billion Level- 5 conditional
grant btrdgeted for financial year zozrfzozz be allocated to counties
unconditionally.

3. User Fees Foregone

To actualize the government's policy of not charging user fees in public health
facilities, the national government introduced a conditional grant to county
governments since FY zot4l2o15. The national government has allocated
annually Kshs. 9oo million to counties as compensation to county governments
for user fees revenue foregone. The Commission recommends that this grant be
allocated to counties unconditionally as from FY zozrf zozz.

4. Village Polytechnics Grants

Pre-primary education, village polytechnics, homecraft centres and children
care facilities are responsibilities of county governments. In line with the
government policy of empowering the youth, the national government in FY
zot5f zot6 introduced a conditional grant of Kshs. z billion for rehabilitation of
youth polytechnics. The grant was meant to support county governments in
equipping technical and vocational centres and capitation of student fees. The
Commission recommends that this grant be allocated to county governments
unconditionally effective FY zoztf zozz.

5. Road Maintenance Levy Fund

Construction of roads is a concurrent function. This function is financed through
the ordinary revenues and RMLF. The national government introduced an
allocation of 15 percent of the RMLF to county governments as a conditionai
grant in FY zot4f zor5. This allocation is meant to enhance and sustain county
governments' capacity to repair and maintain county roads. The 15 per cent is
based on the provisions of Article zo3(z) that requires a minimurt allocation of
15 percent to the counties of all revenue collected by the national government.
The Cornmission recommends that an allocation of kish 9.8 billion provided for
FY zoztlzozzby the Kenya Roads Board based on a ftiel lei,y projection of IGh
6S.13 billion be allocated to county governments unconditionally effective F"Y

zoztfzozz.
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Recommendation three: Harmonisation of functions in line with the
Fourth Schedule of the Constitution and Article r8Z(z)

The Fourth Schedule assigns ftinctions between the two levels of government.
Whereas, some of the assigned functions are distinct to either level of
government, other functions are performed concurrently by both levels of
government. Since the advent of devolution in zor3, the national government
has continued to perform functions that are devolved to the county level of
government. Duplication of county functions by the national government are in
the functional areas of: Health; Agriculture (crop, livestock and fisheries
development) ; Water, Irrigation, Sanitation and regional developmgnt.

Further, Article tBZ @) provides that, if a function or power is transferred from
a government at one level to a government at the other level,,arrangements shall
be put in place to ensure that the resources necessary for the performance of the
function or exercise of the power are transferred. Table 7 summarizes functions
undertaken at the national level that are also rindertaken by the county
governments.

Table 7: National Government Budget for FY zozof zt on Concurrent
Functions Kshs. Billions.

r,994,874,o4s

94,897,79s

t,j6?,2o9,81t3

42;66,5o7

1628,966'4.o6
2,628,966,4o6

z126617441013,6

2,266,744,o56

6rzXz,6o6,76g

76S,6Sr,o39

7,3,64s,2r2

9,066,229,253

30,453,405

r,6S6,S89,326

64o45o,68g,r{8

T,z8z,8r',4zg

r2,282,o29rs88

9,34o,2$,6n

81,s69,us,698

3,97r,48o,8r6

4r964rooorooo
1,117,OOO,OOO

g,847,ooo,ooo

o

9.6.62,828,667

5A62,828,667

lrog7r45o,ooo

1,o87,45o,ooo

2o,98r,894,889

4O,OOO,OOO

r9,87o,598,r2o

39,sr3,236,763

2go8,ooo,ooo

9,25r,ooo,ooo

4Zra5rrg83,849

1,245,0OO,OOO

a6,964,789,r8s

587,5ro,ooo

ro,84o,o55,65s

z,6r+,6z9,oog

6,9S8r824,o4S

t,2tt,897,ZgE

s,614,zo9,8og

]32,766,5o2

5$9rt795,o73

5,99r,795,o73

3,354rr94ro36

3,3S+,rg+,o36

77,2t5,44t1648

8os,6sr,o39

ro,s84,z4g,83z

42,579,509,996

2,388,4S3,+os

ro,9o7,S89,gz6

ttt.7ozr668,g97

B,gz,8r5,4z9

gg,U6,Z68,ng

9,922,723,627

41409,201,293

ir,586,r59,8z5
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,o,798,47o,4r5

135,918,593

5,525,843,368

t,128,447,983

4,oo8,260,471

154,L061152,?49

3t,oog,g77,3g2

1,426,o32,o35

848,soo,ooo

27,749,602,484

985,842,879

284,o74,s81,so6

4r,8o8,447,8O7

1,561,95o,628

6,374,943,968

28,87B,o'o,46Z

4,994,rO3,344

438,18o,734,25s

Source of Data: National Treasury zozt

The Constitution provides that the level of government that is best suited to
perform the function effectively, should be allowed to undertake the function.
Among the objects of devolution (Article ry4), is the need to give powers of self-
governance to the people in the exercise of the powers of the state and in making
decisions affecting them, and the need to recognise the right of communities to
manage their own affairs and to further their development. Continued
allocation of resources to national government ministriers, departments and
agencies for performance of devolved functions undermines the objects of
devolution.

Health Care

The national government is responsible for the national referral health facilities
(level-6) and health policy. County governments are responsible for the public
health system (Level-r); dispensaries (Level-z); health centres (Level-S);
primary referral facilities (Level-4) and the secondary referral facilities (Level -

S). It is therefore the responsibility of the county government to implement the
health policy and undertake preventive and promotive health as part of public
health. Currently, the Ministry of Health under the preventive and promotive
health care programme, has substantial budgets in FY zozof zozr for purchase
of specialised materials and supplies, and provision of current and capital grants
to government afencies and other levels of government and purchase of
specialised plant, equipment and machinery. This budget needs to be
rationalised and reallocated directly to county governments for F{ zoztf zozz.

On Health Policy, Standards and Regulations, the Ministry has substantial
budgets for provision of current and capital grants to government agencies and
other levels of government. The current government policy on Universal Health
Coverage (UHC) came into being after devolution. The national government has
piloted the programme in five counties over the last two years. UHC will largely
be implemented and realised at the county level. Given that heath is a concurrent
function, the MOH budget on UHC policy implementation shotild be split
between the national and county governments.
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Livestock, Fisheries, Crop Development and Agricultural Research

Agriculture is a devolved function. The responsibility of the national governrnent
relates to the development of the agricultural policy and veterinary policy.
County governments are responsible for agriculture including: crop and animal
husbandiy, livestock sale yards, county abattoirs, animal and disease control and
fisheries. The Ministry of Agricr.rlture, Livestock and Fisheries has substantive
budgetary allocation for IrY 2o2o f 2o2r for: crop development and managernent;
agriculturai research, livestock resource management and developrnent, fish
aqua culture and blue ecollonly. Parl of the budget for crop developrnent is
allocated as subsidies to Financial Private Enterprises to provides seeds and
fertilizer to selected farmers. The Ministry should focus on policy research and
setting of norms and standards in line with the Fourth Schedule. The Ministry's
budget therefore, needs to be rationalised and budgets relating to crop,livestock
and fisheries development be transferred to county governments.

Water, Sanitation and Irrigation
It is the responsibility of the national government to protect the environment
and natural resources, with a view to establishing a durable and sustainable
system of development. This is particularly in relation to: fishing, hunting and
gathering; protection of animals and wildlife; water protection, securing
sufficient residual water, hydraulic engineering and the safety of dams and

energy policy. Counties are responsible for the implementation of specific
national government policies on natural resources and environment
conservation. In line with the provisions of Article tBZ (t) (a), the county
governments are best suited to effectively and efficiently provide water,

sewerage and sanitation.

There is duplication of functions relating to water services within the national
government Institutions to include: Ministry of Water, Sanitation and Irrigation,
Water Services Boards, Water Services Trust Fund, National Water
Conservation and Pipeline Corporation, National Irrigation Board, Regional

Development Authorities, and in sorne instances Ministry of Agricuiture under
the srnall hoider irrigation schemes and soil and water conservation
programmes.
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Water infrastructure runs across several counties. This req
to provide. Whereas it is possible for a group of counties
regional bodies, adequate financing of such bodies by a nunar^ 

.

not be without challenges. Given that it is the responsibiliqle/r..
government to protect the environment and natural resources Srrujt>
to review the existing legal and institutional framework to aligo.le
Boards (WSBs) and the Water and Resources Managernent Ai'1
provisions of the Constitution.

Currently, the ministry has substantive resources for programme
irrigation and land reclamation, water sewerage and in
development; water harvesting and storage for irrigation, water
management, and, water storage and flood control. The progr&filfireS &rru

budgets of the water the bodies need to be rationalised and split between
national government and county governments. The water agencies should focus
on provision of regional infrastructural. Part of the money from these agencies
should be transferred to counties to provide the last mile water connectivity. This
is important to ensure that water resources are equitabiy shared across the
beneficiary counties.

Regional Development Authorities

Regional Development Authorities (RDAs) were established by the national
government before devolution. The Authorities are constituted based on river
basins and large water bodies to spur regional development through sustainable
utilization and conservatioh of natural resources. The RDAS undertake strategic
regional multi-purpose public investments traversing more than one county as

well as coordinate integrated basin based projects and programs such as

provision of hydropower, water supplies for irrigation, domestic and industrial
use, flood control, value addition and environmental conservation.

The Fourth Schedule assigns the following functions performed by the RDAs to
national government: the use of international waters and water resources;
protection of the environment and natural resources with a view to establishing
a durable and sustainable system of development; and public investments.
Parliament needs to review the iegislation establishing RDAs with the intent of
restructuring and aligning thern to the devolved system of government.

Currently, the State Department of Regional and Northern Corridor
Development has substantive resources budgeted for provision of current and
capital grants for integrated regional development. Development across region
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iised with substantive inequalities. The prograrnmes and budgets of
;eds to be rationalised and activities that can be done by counties

rred to counties and attendant resources in FY zoztf zozz.

.. I:jiu:r"in1.,, 'gf' trT.tvcnut::; li'ilL,r I{ill rn'al Xtcl;oi,nl'cc:.i

Ihe state is obligated in Article 6g(t) of the Constitution to ensure sustainable
exploitation, utilization, rnanagernent and conservation of the environment and
natural resources, and ensure equitable sharing of the accruing benefits.
Natural resources levenues, which form a part of the nationally raised revenue
include proceeds from royalties and other levies from extractives. Revenue
sharing from natural resources are guided by legal provisions in the Petroleum
Act zor9, Energy Act 2019 and Mining Act 2ot6.

The Petroleum Act 201.9 provides for sharing of petroleum profits from
upstream petroleum operations to ensure that county governments and local
communities benefit directly from exploitation of petroleum resources located
in their counties. Section 5B(r, z and S) of the Act'provides that the national
government's share of the profits derived from upstream petroleum operations
shail be shared as follows: 75 percent to national government, 20 percent to
county government and five percent to the local community. However, the
country is still in the exploration stage and no commercial production of
petroleum has commenced.

The Energy Act 201.9, section BS (S) provides that royalty from geothermal
energy production shall be paid to the National Treasury and shared as follows:
20 percent to the county governments; five percent to the local community trust
ftind and 75 percent to national government. However, no royalty revenues have

been shared to counties and communities yet from geothermal energy.

The Mining Act zot6, Section rBS (S) provides that mining royalties shall be

apportioned as foliows: 70 percent to national government, zo percent to
county governments and 10 percent to the community where mining operations
are carried out. Mining has been ongoing and royalties have been paid.

However, there are no modalities in place to operationalize revenue sharing of
the royalties. The total royalties for FY zotTlzor8 to FY zozol2o2L is IGhs.

5,868.7 million (Table B).
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TaUle 8: Natural Resources Royalties, Hf zorTf zor8 to zozo lzozr (Kshs.
wriilion)

S ota' c e : N ational T? easury
* hojections

There is no revenue yet to be shared to counties from bgth petroleum and
gebthermal resources while revenues from mining royalties collected overtime
but have not been shared to the county governmentg as regulations have not
been put in place to operationalize the Mining Act 2oL6. From Table B, the
crlmulative amount due to counties is Kshs. t,769.6 million, which is 3o percent
of the total royalties.

The Commission recommends that the concerned ministries together with
other stakeholders establish modalities of sharing natural resources revenues.
There is also need to finalize regulations to operationalize the Mining Act zot6,
Energy Act 2019 and the Petroleum Act 2019 to enhance revenue sharing from
natural resources. This is important to ensure county governments and
mmmunities in areas where mining is carried out benefit from the share of
rrcyalties.

742.L 76r.8 686.9 6st.7

8.+ B.g 6.r 6.2

17.7 42.L 19.3

51.3 25.1

143.2 150.3 t36.2 roo.6
to4.9 57.7 145.3 r56.8

356.6 426.9 582.9 479.5

1.355.3 1.4,23,tL r.6so.8 1,439.2

Ir
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4.o FINANCING OF NATIONAL AND COUNTT/
GOVERNMENTS

The Fourth Schedule of the Constitution lists the functions and powers of
national and county governments. In addition, Article t86(z) and (g) provides
for concurrent functions that are performed by more than one level of
government and residual functions or power not assigned by the constitution or
national legislation to a county government as a function of the national
government. Financing of national and county government functions is based
on historical estimated cost of service delivery. Table 9 presents a summary of
the sector expenditure of the national government functions for FY zor8/ 2otg
and FY zotg/zozo and the expenditure estimates for the F"{ zozol2p2L and FY
zozrfzozz.

Table 9: Financing of National Government Functions for Ff zorS/19 to
zozrf zt Kshs. Billion

eorS/ao19 zol,.glzoto zozolzozt zozt/*,azz
Social Protection, Culture and Recreation
Sports, Culture and Arts; Labour Social
Security and Services

50.9 68.2 6Z.S 7r.9

Bducation: Education; Science and
Tec,hnolosv: TSC

449.o 494.8 507.5 529.4

National Security: Defense, National
Intellieence Services

146.4 159.3 r49.3 155.1

53.2 90.2 96.5 102.OEnvironment Proteetion, Water and Natural
Resources: Eavironment & Natural Resources;
Water & Resional Authorities: Minine
Health 73.3 92.7 LL2.7 120.1

59.6 48.3 52.8Agriculture, Rural and Urban Development:
Land, Housing and Urban Danelopmeng
Agriculture. Livestock, Fisheries. NLC

69.6

Public Administration and International
Relations: Presidency; Planning; Devolution;
Foreign Affairs & International Trade;
National Treasury, Parliamentary Service
Commission, CRA, PSC, SRC, OAG, CoB;
IGTRC: &CAJ

r86.r 288.8 259.8 26r.5

40,4.6 430.4Enerry, Infrastructure and ICT: nfrastructure;
Transport, ICI; Energy and Petroleum)

375.9 435.1

195.6 2L9.LGovernance, Justice, Law and Order: Interior;
Coordination of National Government; AG &
Justice; The Judiciary; EACC; DPP; Registrar
of Political Parties, trC{CHR, IEBC, JSC, NPSC;
NGEC: IPOA

t75.7 2o9.6

25.4 29.9 23.O z6.zC'eneral Economic and Commercial Affairs:
Industrialization & Enterprise, East African
Affairs; Commerce & Tourism

r.6os.a r.sz8.8 r,86a.8 r,968.6Total
Source: National Treasury, zozo
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In aligning county funding to their assigned functions and national priorities,
the Commission recommends allocation to sectors as shown in Table ro.

Table to: Financing of County Governments for FY zorS/19 to zozrf zr,
Kshs. Billion

Source: CRA 2021

zorS/rg zorglzo zozo/zr zoztlzz
Health Serwices so.8 91.5 91.5 777.2

Planning & Development s6.6 57.O 57.O 57.o
Agriculture, Livestock and
Fisheries

24.2 24.4 24.4 33.5

lCulture, Public Entertainment &
lPubli" Amenities

3.9 3.9 3.9 4.o

Youth Affairs and Sports s.6 s.6 s.6 7.6
f Trade, Cooperative Development &
lRezulation

5.6 s.6 S.6 S.6

Roads &Transport 48.9 49.4 49.4 59.2
Lands, Housing and PublicWorks 7.3 7.3 7.3 7.3
Water, Nafural Resources &
Environmental Conservati on

8.9 8.9 8.9 15.9

jPre-Primary Education 2.8 2.8 2.8 2.8
254.4 256.5 256.5 31O.1

I Public Admin istration .5e.6 s9.9 59.9 59.9
314.O 316.s g16.s 370.O
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5.o. SIIARING OF REVENUE AMONG COUNTIES FOR Fy
2O21-f 2022

Section 19o (t) (b) of PFMA, mandates the Commission to submit the
determination of each county's equitable share in the county share of the
revenue. In accordance with the provision of Article 2L7, Parliament in
September 2o2o determined the Third Basis for sharing revenue raised
nationally among the counties. The approved basis is summarised in Table tr
and wiil be used to share revenues for financial years zozof zt; zoztf zz;
zozzlzg; zozgfzoz4 and zoz4lzoz5.

Table u: Third Basis for Revenue Sharing among Counties

Sourcer CRA zozo

The mathematical expression on the Third Basis is summarised below:

AFi = 0.18 * PIt+ 0.17 x HIi + 0.10 * Alt +0.05 * Ult + 0.1,4 * Pov li *
0.08 x LAi + 0.08'i RAt + 0.20 * BS It

Where,
i. , AFi is the allocationfactor of ith county
ff. P/; fs Populatton Index of ith county
iii. HIi is Health Index of ith county
iu. AIi ts Agriculture Index of tth county
u. U/; is Urban Index of itt' county
ui. Pou li ts pouertg Index of ith county
uii. l/; is LandArealndexof ith county
uifi. RI; is Roads Index of tth county
rx. BS /; is Basic Share Index of ith county

Health services Health index L7%

Agriculture
services

Agricultural index to %o

Population Population index t8%
Urban service Urban services index s%

1. To enhance
service delivery

Basic Share Basic share index zo?6

Land Land area index 8%
Roads Rural Access index B o/o

Pover[y level Poverty head count
index

t40A

z. To promote
balanced
development
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The approved basis will be implemented as follows:

r.. Equitable share allocation for financial year zozof zt: This is to
remain the same as allocations for FY zorg/zo. The allocation ratio for
FY zozo/zt is summarised in the expression below:

CA,ASi_f*,

where,
i. ,4S, rs the allocation ratio of county i
ii. CAi is equitable share allocattonfor zotg/zo of county i

z. Allocation Shares for Equitable Revenues of Ksh.'B7o billion
and above: This will apply to financial years zoztf zz to zoz4f zg as

summarised below:

County Allocation- (5oo/o*Equitable Share !o counties *Allocation
Ratio) +(5o%*equitable share to counties +Formula)

Subject to:

Allocation of Countyi > CAi

where,
CAi is equitable share allocation of county tfor zotg/zo

The determination of each county's equitable share in the county share of
revenue based on the third'bases and an equitbale allocation of Ksh 37o billion
is presented in Table rz .
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Table tz: Summary of Equitable Share Allocation among Counties

Source: CRA zozr

Barineo o.o16 5.Oq7 o.o17 6.sr8
Bomet o.o17 s,4gq o.orB 6.6ss
Bungoma o.oz8 B.qoo o.o2q ro,63o
Busia o.o19 6,ors o.o19 7,\55
Eleevo-Marakwet o.o12 .q.8sr o.o12 a.s8q
Embu o.o14 4.2q7 o.o14 5,109
Garissa o.o22 7.O23 o.o22 z.s6z
Homa-Bav o.o21 6tas o.o21 z.Btz

o.olcIsiolo o.o13 4,250 4,747
Kaiiado o.o20 6,ars o.o21 z.Bqs
Kakameea o.033 ro.ar8 o.033 re.g6s

s..q8z o.o17Kericho o.o17 6,+tq
Kiambu o.030 0.444 o.o31 rr.6s8

10./1,4o o.032 11.711Kilifi o.o33
Kirinvaea o.o13 4.25.4 o.o14 5,174

o.o25 7.772 o.o24 B,qreKisii
Kisumu o.o22 6.816 o.o22 8.ozz
Kitui o.oz8 8,826 o.oz8 ro,gBg
Kwale o.o25 7.787 o.o23 8,szz

at66 o.o14 5.O97L,aikipia o.o13
t.oooLamu o.oo8 z,s8s o.oo8

Machakos o.o24 7.78? o.o25 9.149
z.Rq8 o.o22 8.rssMakueni o.oe3

Mandera o.032 ro,zz8 o.031 rr,zBg
o.o21 6.t6t o.o20 7.355Marsabit

o.oz6 q.491Meru o.o25 8,o54
Misori o.o21 6.26s o.o22 7.990

o.o21 z,6stMombasa o.o22 7,058
o.o1a '7.207Muranq'a o.020 6.zss

15.q21 o.o52 rq.r6gNairobi CiW o.050
o.015 tz.qz6Nakuru o.o33 LO.473

o.o17 s.g6o o.o19 6,qoaNandi
o.o24 B.qo8Narok o.o25 8,o27

Nvamira o.o15 a.826 o.o14 s,zo6
a.88o o.o15 s.6nNyandarua o.o15

6.zrqNveri o.o17 5,409 o.o17
Samburu o.o1_6 a.6zs o.o15 5,377

.s,8oz o.olq 6.qsrSiaya o.or8
o.o11 a.8s8Taita-Taveta o.o13 4.244

o.orB s.8sr o.or8 6,s66Tana-River
c.qc8 o.o12 4,269Tharaka-Nithi o.o12

o.olq 7.L24Trans-Nzoia o.orB 5,75r
L2.A79o.o33 10.549 o.o34Turkana

6.ms o.o22 z.q9zUasin-Gishu o.o20
.5.11qVihiea o.o15 4,66c. o.o14

B.srr o.oz6 9,531Waiir o.o27
a.q88 o.o17 6.zs.qWest Pokot o.o16

1 g16.soo 1 370,OOOTotals

i:i-- r^-''^-j5p-*;'ftr

34

rr



q,

APPENDIX I: EQUITABLE SI{ARE ALL.CATI.NS ToCOTINTTIES (zo rL 1 +_zori 1 rr) _Kshs. Billion
I Barineo

Bomet

Bungoma

Busia 
l

177

205 3,412

_ 3,e48
3,443

--il&-
| 3,87s
I +,ru g

| 6,6e8

| 4'?4?

1.[. ;.Iftmie{
I 4-441

| <,tzs
I

I 2,626--+-
I s'qco s,B7o

[;fexlYY-:i
| 4,791

5,079

8,:Bz
5,255

8,

I|,:]ilfr?Iigi

I s,o8zj s,srs

I B,scs

saffi#reH
I s,ogo

I s,soz

I s,es+

waffiff
I s,ogo

I s,soz

I 8,ssq

#+dcJslffi-
I s6,zgqI ss,zsr

| 64,62t

Marakwet

Bay

123

I
217

272

335

2,392

4,221

3,227

4,727 4,917

7,n3

3,270

4,473

5,772

s,6gs

4,76t

3,529

72

3,624

6,s23

s,768

s,s66

s,997
10,331

7

747

1O,413

6,ot4

3,86r

6,or4

7,026

6,74L

6,42s

1O,413

43,497

27,282

49,724

qz,6s8

47,O32

74,237I Nefrcllo
I Kiaarbu

I KiIifi
l(.tnnyaga
Kisii

Kisiimu , I

Kirui I

267

I s,zgs
l- s4sr-

s,<a: l

_r,5gq_l
5,188 I

d.rq< I

6,r.9o

7

7,o94 7,6s4 7,429

9,357

10.4ac,

4,241
z'z86 

I

8r
9,432

2,286

9,432

sz,o8z

o
65,

8,6s2 B,zzo
6.8q6
B,8.qo193 s,7qg 4,473

3,O10

5,126 2,248 7,fi6 7,786 z,zQ6
3,722

B,3zr

2;595

7,754

M

7,754
4,957 5, 6,26g 7,303 7,399

' ,\,rzil8; 'Mandera -
T"Eib-lt=T

337 6,sso 7,8t4 8,9s6
I '5rfgg-,::.

.50,976

73,648
9,740 10,223

14{',ft,
70,223

Meru.- . '6rb3

-.6;tis'".t"
4,749 s,666 46,;43e6,+9+ 7,oo7 7,701

t,Aoi
8,oo7 8,o3922o s5,947+,r9;g 5,O93 s,937 6808

Mombasa-
"ME.gal

196

' 202
3,8oe

3'917
4,535

4,673
5,198 5,609

i,779

il
B,rs4

6,19r " 
.

7,o58
9.,rig.::'
7,o58

15,794
7,o82

5,104

4,

15,4O2

9,27r
75,920

5,349

I Nairobi

I Nakriru
l)
-Nanai .--
Narok l.,:
Nyamira 

I

306

779

199

9,506

-

5,936

3,478
-33EE--

3,o39

t2,g97_-E4Iq:=

4,155

4,755
--s,28-F- 5,131

14,O24
15,920

5,349

r11,392

48;6so

1

r34

r25 2,421

3,150

2,598

3,254

4,307

4,995

4,449

3,552

4,358

3,88e

3,o99

3,758 4,

4,80r

5,390

3,833

4,772

4,953
--1305 -

5,527

5,ot4

I Nyandarua I
L-
I 

Nveri

Sambum

Jl-"ya 
r-Gc--

A,,621

."4r,725

34,474

37,355

35,474

5,792 -.

5,412

..4,

3,310

3,985
4,+ ,,

5,5$
-_--

s,8ss
4,241Tana River 4,241150 2,974 28,743

37,437
3,476 4;299 5,345

2,??5 2,737

9,r43

4,45o 5,roo

3,138 3,385

5,503

3,684 t,Uf

s'6/,

3i925 3;92s

4t,263
39Uasin

Gishu
rg6 3,797 4,530

ao,47g

5,r91

r1,307

5,60r 5,708 ;.4s 6,33o -
4,409Wajir ,n, 5,290 6,3rr 7,233 7,8c'4 8,r39 B,4p 8,s+6 6o,6tg3,155 3,26s 4,3r4 4,6ss 4,74r ,,rf .

5,OO1

9,784 19O,OOO zz6,66r 259,775 28o,3oo 3O2,OOO 314,40 316,5oo g16,Soo

I

)

I

:

I

35,722 ,/

{i

Sow'ce CRA 2O1g
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APPENDIX II: ROAD MAIIVTENANCE LEVY FI.INDS
PROJECTIONS
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MAINTENANCE LElry FUND FORWARD BIJDGET ESTIMATES

As rEuegted in dre referelced lcrtcr, the e-stimates-for Road tv{linterlancc l-qvy

f;J#;A;;ioili.x;;;;; ; countieire as (ouoii:

FOR FINANCIAL YEARS 2O27n2To 20?3/24
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November 2O20.
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