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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 between the national and county governments in 2019120 financial year, and for
connected purposes.

ENACTED by Parliament of Kenya, as follows-

Short title. 1. This Act may be cited as the Division of Revenue Act,
2019.

Interpretation. 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;

No. 16 of201 I "revenue" has the meaning assigned to it under section

2 of the Commission on Revenue Allocation Act, 20i l; and

Object and
purpose of the Act.

Allocations to

national and

county
govemments.

Variation in
revenue.

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 government in respect

of the financial year 2019120 shall be divided among the

national and county governments as set out in the Schedule

to this Act.

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

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

by the Cabinet Secretary.

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

the excess revenue shall accrue to the national government,

and may be used to reduce borrowing or pay debts.
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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 2019120

Type/level of allocation Amount in Ksh.

Percentage (7o) of
2074115 audited and

approved Revenue i.e.

4sh.1,038,035 Millions
A. NationalGovernment' l,56l,416,4g7,lgl

Of which:

l. Leasing of lVledical Equipment 6,200,000,000

2. Compensation for user fees forgone 900,000,000

3. Level 5 hospitals 4,326,000,000

4. Supplementfor construction of county headquarters 48s,1 s2,1 84

5. Rehabilitation of \'outh Polytechnics 2,000,000,000

B. Equalization Fund 5,760,000,000 0.6%

C. County equitable share 310,000,000,000 30o/"

D. Total shareable revenue 1,877,176,497,191

Memo items

l. County equitable share 310,000,000,000
2. Additiortal co n dition al o llo cotio ns (m' atio nal Gove r n m ent

13,91 I,l52,lg4

2.1. Leasing of Medical Equipment 6,200,000,000

2.2 Compensation for user fees forgone 900,000,000

2.3 Level 5 hospitals 4,326,000,000

2.4 Supplement for construction ofcounty headquarters 485,1 52,1 84

2.5 Rehabilintion of Youth polytechnics
2,000,000,000

3. Allocotionfrom Fuel Leuy Fund (ls%) 8,984,062,500

4, Condilional allocations (Loans & grants) ofwhich: 38,704,977,210

4.1 IDA-Kenya Devolution Support progrant (KDSP) Level I I ,4 t 0,000,000/) IDA-Kenya Deyolution Sttpporl Pro (KDSP)gram (Level 2
4,890,000,000

4.3 lDA-Transfornting Health Systems for Universal Care
2,994,247,736

4.4 DANIDA-Universal Healthcare For Devolved Systenr 986,s83,544

4.5 IDA-National Agriculture & Rural hclusive Growth
7,232,71 9,940

4. 6 EU-Instrutnents for Devolution ,4dvice and Support
492,698,583
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4.7 IDA (Itf/orld Bank) - Kenya Climate Sntart Agriculture
3,643,298,670

*The National Govemment share includes Ksh. 4,300 million which is a special grant to the

National Health Insurance Fund ffiIF) for free Maternal health care , to be disbursed as a
reimbursement to county governments.

11,464,702,5004.8 World Bank- Kenyo Urban Support Program(KUSPy' UDG

396,000,0004.9 llorld Bank- Kenya Urban Support Program(KUSP)- UIG

3,s00,000,0005.0 IDA- Water and Sanitation Development Proiecl (WSDP)

849,626,2375.1 Sweden Agrianlture Sector Detelopment Programme II (
ASDP A)

49s,000,0005.2 EU- Water Tower Protection and Climate Chattge
M it i Eati o n and Ad apla I i o n P r o pr a mnt e (lfiaT E R)

i50,000,0005.3 Drought Resilience Programme in Northern Kenya

371,600,091,894 s6%Total County Allocations= (l+2+3+4)
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Division of Revenue Bill,2019

MEMORANDTIM OF OBJECTS A}[D REASON 
. :

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

nationally among the national and county levels of government as required by Article 218 of
the Constitution in order to facilitate the proper functioning of county governments and to

ensure continuity of county services.

Clauses I and 2 of the Bill provide for the short title of the 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 governrnent and the county

governments from the revenue raised nationaily for the financial year 2019120.

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

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

Dated the ,2079
Rotich, EGH

Cabinet Secretaryfor
The National Treasury and
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Division of Revenue Bill. 2019

APPENDIX

EXPLANATORYMEMORANDUM TO THE DIYISION OF REVENUE BILL (DORB),
2019

Baekground

1. This memorandum has been prepared as an attachment to the Division of Revenue Bill
(DoRB),2019 in fulfilment of the requirements of Article 218(2) of the Constitution and

Section 191 of the Public Finanee Management Act, 2012.

2, Article 218(2) of the Constitution requires that the Bill be submitted to parliament every
y,ear together with a memoriuldum explaining:

(a) theproposed revenue allocation set out in the BilI;

(b) the extent to which the Bill has taken into account the provisions of Article 203 (1) of
the Constitution; and

(c) any'significant deviatio.ns from the recommendations of the Commission on Revenue
Allocation (CRA).

3 . ln addition to. the above requirements, S ection I 9 I of the Publie Finance Management Ac!
2012 requires that the Bill be submiued to Parliament together with the Medium Term
Budget Policy Statement aceompanied by a rnemorandum which explains;

(a) the extent, if any:, of deviation frorn thq recommendatiqns of the lnte-rgovemmental
Budget and Economic Council; and

(b) an'y assumptions and forn'rulae used in arriving at the respective allocations proposed
in theBill.

Explanation of the dlocatious to the National and Coungr' Governments as proposed in
the BiII

4" The Do.R.B, 2Al9 proposes to allocate to County Govemments Ksh.37l.6 billion in the
finanoial year ZOl9l20, which relative to the 2018/19 revised alloeation" r,eflects an
ir,rcrqasq of Ksh. 4.2 billion o,r 1.1 percent. This allocatior,r comprises of an equitable share
of Ksh. 310 billion; additional conditional allocations flom the shale of national
gCIvenunent revenue amounting to Ksh" 14.16 billion; Ksh 8.98 biltion being I5yo of Road
Maintenanee Levy Fund (RMLF) collections; and" co,nditional allocations flom loans and
grants amounting to Ksh 38.7 billion.

Cauntst Governments' Equiluhle S k; qre.
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5' The County Governments' equitable share of revenue raised nationallyr for the finaneial

year 2019120 is arrived at by adjusting the base allocation of County Govemmqnts"

equitable share for finaneial year 2018/19 of Ksh. 314 billion to Ksh. 3A4.96 billion; and

subsequently,growing the revised base fol County Governments' equitable share for the

finanqial year 2018119, by Kshs 5,04 billion.

The proposed downward adjustrnent of, county. governments Equitable Share for the.

financial y:ear 20,18l19 by Ksh. 9.04. billion, by, the National Treasury; is informed by;

shortfblls in national go.vernments' reve{lue raised nationally sinse the financial year

2015116" The cumulative shortfall, since then, uew exceeds Ksh. 374 billion with thE

largest shor,tfall of Ksh, 195 billion having bsen in the financial y.ear 20lVll8.

Consequently, the revenue forecasting base for FY 2CIl8tl9 was overstated by,

approximately., Ksh 1 36 billion.

Further, as reflected in the 20.19 BPS. and to reflect a lower ftrrecasting base, the National

Tre.asury- has revised revenue forecasts for FY 2A\U19 and the rnedium ternr; the foreEast

fur FY 20,1811 9 is now Ksh 1 1 7.7 billion lower thaa the original budget estirnates. That is,

the projented ordinary, roverlue in FY 2Al8Jl9 has been revised down fi'o.r'n Ksh. 1,769.2

billion to Ksh. t, 651.5 billion.

The equitable share qf rsv'enuq, thus deterrnined, is an unqariditional allqcation to the

Cotrnty Govwnureats and therefore Counfy Governments are expecled to plan, budget,

spe.nd, aeeo,unt and report on the funds alto.eated independently.

6" Afte,r making the ab,a.ve ad1'ustment, Cormff Governrnents' equitable sharE of revenue in

the finanqial year 20I 912 0 is estimated to be Ksh. 3 1 0 billion (see Table 1 ). This allesation

wlrieh represe.ots a 30 percent o,f th,q latest audited revenues for FY 2$l4il5 (i.e.. Ksh.

tr,038, b.illion) is abovethe e.onstitutional rninimurn of 15 pero;ent"

8
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Table 1: Equitable Revenue Share Allocation to County Governments, FY 2019120

Source: Nstional Treasury and Planning

* This proposed Revised County Equitable Share for FY 20l8l19 is subject to approval by parliament.

A dditian e I A o n d iti o n a I A I Ia c atio n s to C a a nty G overn ments

Article 202(2) of the Constitution provides for additional allocation to County

Governments f,rom the Natio-nal Government's share of revenue, either conditionally.or

unconditionally. Pursuant to this Article, the National Government proposes to, allocate

the following additional conditional allocations to support specific national policy

objectives to be implemented by County Governments:

Additional Conditional Allocation to facilitate the Ieasing of medical equipment of,

Ksh 6.2 billion. This grant which is in its fifth year of implementation, is proposed to

decrqase from Ksh. 9.4 billion in FY 2018/19 to Ksh. 6.2 billion in F'Y 2AD/2Aand is
intended to facilitate the purchase and maintenancE of modern specialised medical

equipment in at least two health facilitios in each County Government over the medium

term. This will facilitata easy access to specialised health care servioes and signiflcantly
reduce the distance that Kenyans travel in search of such services today. This decrease

in budgetary allocation by Ksh. 3,2 billion is attributed to an advanced implementation
status of equipping of the specialised Medical Equipmoqt in most of the identified
county health facilities as well as settlement of arrEars due to non-provision related to
contractual obligations of the MES prograrnme in the previous years of its
implemementaion

o

Additional Conditional allocatio.n for level-S hospitals of lfth. 4.3, billion" Level-S
hospitals have continued to play a significant role in providing specialised health care

9

S/N Budget Item Amount
l\{illion

in Ksh

A County Equitable Revenue Share for FY20l8/19 314,000

Less

D Adjustment based on fiscal framework (Shortfall in Revenue performarce in Fy 201 8/l 9
) 9,03 8

C
Proposed Revised County Equitable Share for FY 2018/19 ;

6 = 1a_B) 304,962+

Atkl:

D Ad.justment based on fiscal fi'aniework 5,03 8

E
Equitable Revenue Share allocation for FY 2019120;

E= (c+D) 310,000
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services to Ksny-,ans. These hospitals provide specialised health caro servieos to, citizens

residing outside theii host Counff, usually for cornplicated sases referred fi'orn }ovrer

level health facilities. In order to further'co:rnpensate thern for the costs incurred in

re,ndering services to neighbouring Counties, the national gove,mment pro.poses to

alloeate Ksh, 4.3 billion in financial yearZA79\202A.

It sllould be noted that, in line with the NationaX Gorernment pc,Iicy to,upsoale the

Univ.ersal Health Care (U'HC) programme eo.verage to all countygovernnitents; each

courity governr,nent will hav,e health facility/ios of Level-S Hospital status. Fur.ther,

uncsl county; go.vernments have so far transfbrmed:some of their le,vel 4 heahh fac.ilities

to a Levol-S Hospital slatus; faeilities whis.h arE alss serving populations outside tle
resi-dent counties.

In this rogard, this additional eo-nditional alloeation is t-ansition base.d, as there. may-be

nsed to, r*allocate these; funds towards I.IHC qr,rse its oove.rage has heon r*p scaled to

atrt the s-ounties.

..{dditienalConditional al}ocation o.f Ksh. 900million to.c.o,mpem$atseountyhealth

faeihlties for forgone uson feos. It is the: intention of govemment to sristalrrr the

Govqmr,nent poJicy o,f not o-hargfng user fees, in pu,blic health facilities. In this regard,

and in fi.rthsranse o,f this policy,; the National Gover,rlment has allocated Ksh. 900

nrillion in the finansial yeat 2019120, to oo,mpelsate o.orunQr govemmonts for reverue

forgone b. not c.harging use.r &e$ in the eo,unty hEalth facilities. This add[itiercl

e,anditional aliocation is in its fifth year of irnptromer,rtation.

* Addlttonal eonditio-,nal "4.llo-eatiq,n fo'r Rchahilitation of Y'euth Felytochnics ef
Ksn. 2 bil'trlom: This addi,tional conditional alios;alio.n which is in its third year ef
irnpler,nentatio,n tfuougft the StaIe Departrmertt of Vocational and, Technieal Training, is

meant to support ee.rurty governments in equipping Technical an-d Vo,q-atjonal Certffies

6nd eapitatio* o..f slrrdent fees. The additional qonditional alleeatio,n ail,ns at enhancing

aqqes$ to quaiity; and relevant voqatio.nal skil}s traireing-

* Additional eondltional alloeatio.n to, $.rtpp.lemenf eeunftr alrloqatioll fo,r. t-he

e.onsffrrctJo,n sf so,uuf,ff headquarters o-f,'K$h. 485, Miltion in flve erolrrrties: This

c-o-uditional alloeatior'r is inte.nded t-o s,upplernont fitanqing f,or 0.................onstrr*qtion of
headquarters by five Corurrty Go-.vesnments tha't did nol inherit adeqtrate qffio.es. The

fiv-e oo.unties are trsiolo; Lamu; Nyaredar,ua; Tana River apd Thar,alsa Nithi" The

alloeation whioh is palt o,f a three yiea,r plan, berglnn-ing finans;ial year 2U17118, to

supplerne-nt thefiv,e c-ounties qoflstruo.t their oountyheadquar'[ors wil] be sh,are.d equa]ly;;
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Additional Conditional Allocation from the Road Maintenance Fuel Levy 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 year20l8l19 to Ksh 8.98 billion in FY 2019/2020, This allocation is meantto

enhancq:and sustain County' Governments' capacity to repair and maintain county roads

and is equivalent to 15 percent of the Road Maintenance Fuel Levy Fund_

Transforming Health Systems for Universal Care Project conditional allocation of
Ksh. 2.99 billion (World Bank credit) :- This conditional alloeation through the

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

quality ofprimaryhealth care services with focus on reproductive, maternal, new-born,

child and adolescent health (RMNCAH) at the county level. This additional conditional

allocation has red,uced to Ksh. 2.99 billion in the financial year 2019120 frorn Ksh, 3.6

billion in FY 2018/19 in accordance with the financing agreemenl between the donor

arrd the National Government-

r Natlonal Agricultural antl Rural Inclusive Growth Project (NARIGPI of Ksh. 7.2

billion (World Bank credit):, - This additional conditional allocatioa, which in FY

2418/19 amounted to Ksh. 1.05 billioa is expected to increasq, to Ksh. 7.2 billioa in
financial y'ear 2019120. This additional conditional allosation is meant to complirnent

efforts by,counties to, increase agricultural productivity: and profitability of targeted

rural cornmuni'fe5 in selected counties, and to provide immediate and effective

rosponse ur aase of crisis o,f, emergeney. This increase is attributed to the project design

principle of,'phased irnplementation approach whereby it includes use of readiness

indicators to identifu,participating counties to be covered by. the project each y.ear as

contained in the Project Appraisal Document (PAD). [n view of this, participating

counties have so far increased to maximum targeted 2l couniies,

Kenya Urban support Program (KUSP) * Urban Doveloprn,ent Grant (UDG,)

additional conditional allocation of Ksh. 11.5 billion: - The Progranr Developrnent

Objective (PDO) of this additional conditional allocation is to establish and strengthen

urban institutions to deliver irnproved infrastructue and services in participating

counties in Kenya. This program, which is in its second year of implementation, is

meant t-o, 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.

e
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Keny.a Urban Support Project (KUSP) - Urban Infrastructure Graut Allocation

[UIG) - Ksh. 396 million - The main purpose of this programme , which is in its third
year of implementation, is to provide support to participating County Governruents for

the formulation of urban deveJoprnent plans including the establishment and operation

of wban institutional arrangements such as charters, boards, administrations and

operation of Urban Institutional anangements and for the initial preparation of urban

infiastrueture inveslments. This grant will decrease fi'om an allocation of,Ksh- 1,854

million in financial yearZAl8/l9 to Ksh. 396 million in financial year2AI9l20 because

the allocation in financiai year 2018119 included a balance of Ksh. 927 million carried

forward from the financial year 2Al7ll8.

KenyaDevolution Support Prograrn (KD.SP) County Capacity Buildiug ("leretr l')
Grant of lfth. 1.4 billion. This is a conditional grant, which is in its third yoar of
implementation, financed by a World Bank credit to support county,'goxerlr-nent's

capacity building. This gmnt, which has been reduced from an allocation of Ksh. 2.3

billion in financial year 20l8ll9 to Ksh. 1.4 billion in financial year ZA|VDA, is
intended to sustain the s.upport to capacity building initiatives in the counties in the

follow:ing areasl

a) Shengthening Public Financial Management (PFM) systems;

b) Shengthening Colrr-rty Human Resource Management;

o) Improving co.unty,'plar'rning and }vlonitoring & Evaluation sysite'rns;

d) Civic Education and Public Participation; and,

e), Strengthening Intergovernmental relations.

Kenya Devolution Support Prograur (KDSP) Performance (9eve-I f,) G,rant

amounting to Ksh. 4.9 billion. KDSP "Levql 2" , frnanced by a World B.ank qredit, is

a performance grant which will be utilized by benefrciar,y co,unties tow'ard physieal

inv,es;E11ents artiqulated in their respeelive County Integrated Developrnent Plans(

eIDPs) As sueh, this gant is intended to ineentivize co.unty govornnents that aahieve

gpod results in the following key areas:

a) Strengthoning Publie Financial Managernent (PFI\,{) systems;

b) S,trengthening County Human Resouree Management;

e) Improving county. planning and Monitoring & Evaluation s.yster'ns;

d) eivie Education and Publie Farticipation; and,

el Strengthening Intergovernr,nental relations.

Perforrnar,lee of qowlties in the abo,ve areas is to be assessed by.r an indepe,r,rdett firm to

be reeruited through a co,r,npetitivq proaess. The budget allocation for this gfarlt, w.hich

is in its third year of implementation, has increased f,rom Ksh. 4 billion in finaneial

2}J8fi9 to Ksh. 4"9 billion in financial yuar 2019120 to cater for inereased number of
qs,unties who will have naet the pelformance sqore after being assessed in acqondance

with Soction 5 (2) (i) of the Couuty, All,ocation of Re-venue Act- 20tr9.

1.2
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EU-Instruments for Devolution Advice and Support (IDEAS) grant of Ksh. 492.7

million: This grant, which is in its third year of implementation, is expected to decrease

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

2419120. The allocation is meant for disbursement of the 2nd tranche of the grant to

facilitate implementation of projects identified in financial year 2}l8l19 for the

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

contracts.

IDA - Water and Sanitation Development Project (WSDP) World Bank Credit of
Ksh" 3.5- billion: The Project Development Objective (PDO) of this program, financed

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

services in six select counties located in the coastal and north eastern regions of Kenya.

This will be achieved by investing in water supply and sanitation infrastructure in urban

centers in these counties. This additional conditional allocation, which has been reduced

slightly from Ksh. 3.8 billion in financial2018/19 to Ksh. 3.5 billion in financial year

2A19D0, is meant to facilitate continued implementation of the projects started in
2018/19.

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

million- ASDSP II, which is in its second year of implementation, is par,t of the

implementation strategy of the Agriculturat Policy (AP) for the national and countXr

governments. In line with the AP, the overall goal of ASDSP II is to contribute tq
"transfomation of crop, livestock and fishery.production into commercially oriented
enterprises that ensure sustainable food and nutrition security". The Prograrnme

Furposeis'1o Develop Sustainable PriorityValue Chains (PVCs) forimproved inqortre,,

food and nutition security", which will contribute to achievement ofthe "BIG FOLIR-
agenda of the Government.

EU- Water Tower Protection and Climate Change Mitigation and .A.daptation
Programne (WaTER) -.Ksh. 495 millionl -The pu{poso of this additional allocation"
which is in its second year of,implementation, is to facilitate the implementation ofthe
national climate change action plan and the master plan for the conservation of water
catchment areas of Cherangany Hills and Mount Elgon.

The program is being implemented in Cherangany, Hills and Mount Elgon ecosystems

and includes Lake Victoria and Turkana basins. It is also addressing a number ofqross,
cutting issues like climate change, gender equality,, good govemance and hurnan rights

a

a
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andwill benefitthe eleven Counties ofBungoma, Busia, Elgeyo Marakwe.t, Kakarnega,

Kisumu, Nandi, Siay,a, Trans Nzo,ia, Uasin Gishu, Vihiga and West Pokot.

Drought Resilience Programnae in Nortlern Kenya (DRPNK) - Ksh. 350 milliqn-

This is a projeet finaneed by procee-ds of a loan and graut frqm the Gwnqan

Dev-Iopme'r,rt Bank in Turkana and Marsabit counties. The p-rogramme o.bjeetive is

defined as follows: '7'o en$ue that D"rowgLtt resiltenee and el'imate ehqngq adaptiae

e:apueities af tke pasto,ral and agra-pasloral prodwetion syste:ms and ltv,ellhq,ads in

se.,le+te'd areas ofTurkana and Marsshft eounty are'strengthened an q sustainqbtet basis

btrt expanding ond rehabitilattng re.l:ev.qnt infrastructure-"" The expeote"d prqleets

oa.fptts are to ensure: - aeeess to watetr is improved fbr humans and livres.tock; fodder

basis is improved; ac,ce.$$ to r,narket infiastruoture is improve.d; and rural transpoltation

is ir,nproved in the two carrnties.

Evahation ef the BiE against Artiele 203 (I) of the Co.nstitution

Aftiele 2X8(2> of,ttrre Co*rstitution r,equires d{visie.n of rev,enue betweEn the two }evqls

of govwnmlert and asro$$ C.o;uaeff GovErnments to tal{o. into aqsqwt the qri:teda. set etlt

in futiole 203(I) of the C.o,nstitrxtio-n. The criteria incJude f,astoffi suEh asl natio*laX

iqte{est* puhilie debt arrd qther nati$}al ohligations a&d rreeds qf the disadvantagpd

greup$ ard areas" among o'thers.

TabXe 2 provides an assessr,eent of'thE extert to whiqh the requirements qf Artiele 2&3

(1) have heen inco,rporated in estimating the divisio* o-f,nevenue betw,e.m the na.tienal

and ecrxrty trevqls qf Gqveryriraent in the financial year 2@19ftA.

I

s
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Tablo 2: Evaluation of the Bill against Article 203 (l) of the Constitution

ITEM DESCRIPTION (Kshs. Millions) FY20r5/16
FY20t6n

7
FY2017/l

8
FY2018/1

9

Fv20t912
0

ORDINARY REVENUE (EXCLUDING AIA) 1,152,972 1,306,569 1,365,063 1,651,517 1,977,176

A National lnterest [Aticle 203 (l)(a)] 79,189 79,685 82,696 84,786 94,168

Enhanc e ntent of s e curi ty ope r at i o ns (p o I ic e t: e hic le s,

he I icopte rs, defe nc e e tc. )
17,700.00 r 8,900 20,556 27,800 27,974

N ati onal iti gati o n & fe rt i I ize r c I e ar ance 12,500.00 8,700 8,880 11,775 r 1,103

Youth empowerment 17,055.00 I 8,544 t8,544 7,442 16,226

National social safety net - (for older persons, OVC,
child welfare, presidential bursary, severe disability)

14,354.00 16,924 17,30s 26,8r2 26,362

Primary school digital literacy program 17,580.00 13,408 13,408 6,333 8,400

School examinationfees (KSCE & KCPE) 3,209 4,003 4,024 4,1 03

B Public debt (Art. 203 [][b]) 250,390 307,155 462,243 637,396 585,703

C Other national obligations (tut. 203 [t][b]) 324,583 371,743 398,589 427,239 483,507

Pensions, constitutional salaries & other 54,617 60,t69 68.702 90,573 109,526

Constihttional commissions (Art. 2a8(2)) i.e. CRA,
SRC, NLC, NPSC, IEBC, TSC

l 89,066 208,763 224,623 233,619 261,387

Independent ffices(Art. 248(3)) - i.e. AG & CoB 4,720 4,723 5,177 6,412 6,336

Parliament 27,277 31,480 30,915 34,490 36,240

Other constitutional instilutions- State Law Ofice and
DPP

6,863 6,359 6,498 7,602 8,',|6s

Other statutory bodies (e.g. EACC, RPP, l,l/PA, CAJ,
IPOA, NGEC)

4,697 4,855 5,484 5,724 5,937

Judiciary 17,759 t7,678 13.458 r4.437

Other statutory allocations/earmarked funds (e. g.

NG-CDF, Afirmative Action)
37343 37,635 39,512 35,361 40,880

D Emergencies [tut. 203 (lXk)] 7,245 7,245 9,294 6,419 6,418

Contingencies 5,000 5,000 5,000 5,000 5,000

Strate gic grain reserve 2,245 2,245 4,294 1,4t9 1,418

Equalization Fund [Art. 203 (l) (g) and (h)] 6,000 6,000 7,727 4,700 5,765

E
BALANCE TO BE SHARED BY THE 2 LEVELS
OF'GOVERNMENT 485,565 534,740 404,514 491,576 701,615

F COIJNTY GOVERNMENT ALLOCATION
FROM REVENUE RAISED NATIONALLY, of
which:-

273,073 295,020 314,205 322,193 323,911

a) Equitable Share ofRevenue 259,775 280,300 302,000 304,962 3 10,000

b) A ddi t i o nal c o ndi ti o na I al I o c ati o ns f nanc e d fr o m

revenues raised national ly
13,298 14,720 12,205 17,23t l3,9 r l

G BALANCE LET-[ FOR THE NATIONAL
GOYERNMENT 212,493 239,720 90J09 r69J83 377,704

fuwee: Natiaaal Tieasury and Ptanning
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10. National Interests: These are expenditures rvhich relate to projects and programmes

that:

o are critical to the achievement of counlry's economic development objectives;

r potentially will have significant impact on social well-being of citizens;
o are anchored in the Vision 2030 and the Medium Term Plan IItr QA17 -2022);
. have significant resource investment requirements; and

r have been specified in the 20tr9 Budget Policy Statement.

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

ir+igation and fertilizer subsidy initiatives; Yo.uth Empowerment; provision of,national sosial

safety net fur vulnerable groups and primary school digital literacy program, and school

examination fees subsidy. Re.veaue ailocation for these programs is expected to increase

significantly,.from Ksh. 84.2 billion in 2018119 to Ksh. 94.2 billion in2A92l0.

I tr. Publie Debt The tsill has fuliy provided for all public debt rslated costs. These

Eompri$e o,f,the annual debt redenption eost as well as the interest payrnent for bo-th do,msstie

and sxtemal debt. In the financial year 2019120, the reverlue allocation for paylment of,public

debt related costs is oxpecte,d to decrease from. 63;7.4 billion in the financial year 20I81tr9 to.

Ksh. 585.7 billion.

13.. O,tler Natiro,nal Ob,ligationsr &s. pro,vided for under Artiele. 203(1) (bi of the

Coustitution, the BilI has also taken ireto account the qost of othsr nationat obligations, $uoh as,

mandatory pension contributions and/qr pa;nnents, financing for eqnstitutionatr qf,fices,

includ,ing Farliament as well as axpenses relating to olher statutory bodies and Funds. These

are estimated to cosJ Ksh. 483.5 billion in finanqial year 2Al9D0 up frorn Ksh. 427.2 billion in

financjal year}Al9.il9.

13" Fiscatr Capaeiff and Efficie.ncy of CounQr Governmo"nts.l Fiscal capacity for eounty

goverrlrnentg refers to the polential rgvenues that qan be genorated from the tax basos

assigned to the ao:unties when a standard average levetr of efforr is apptied. The sscond

gene-rati.on formula developed by the eommission on Revenue Allocation for sharing

equitable share of R.evenue has pro.vided ftr 2 % we-iglt tor fiscal responsibility pararneter.

This measure is intended to take into account variations in fiscal capaci,tyr and efficiency

aeross qaualiies ir'r the sharing q,f rever,rue raisEd nationally.

14. Ce.unty go\rennm,ents' ability, to perfo,rrn the funetio,ns assigned to the m and meeJ"

other dovefopmental needs of the county'governments: As explained abore,.the baseline fur

1.6
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the equitabls share allocation for the financial year 2019/20 was derived frorn the Division of
Revenue A$, 2A78 but with a downward adjustments to this base by Ksh. 9.04 billion
occasioned by revenue shortfalls. However the revised base has been grown by IGh. 5.04

billion in the financial year 2019/20.

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

20l8ll9 at Ksh. 304.96 billion is above the allocation for the financial year 2017118. With the

fi.lther increase in the county goveilrments' equitable share of revenue by Ksh. 5.04 billion in
the financial year 2A19120, it is expected that county govermlents will have the ability to
perform the functions assigned and transferred to them as contemplated under Article 203(l)
(f) of the Constitution.

16. Economic- Disparities within and among counties and the need to remedy them:
Allocation ofthe sharable rqvenue (i.e. equitable share of Ksh. 310 billion) among eounties is

based on the second generation formula approved by Parliament in June,2016 pursuant to
provisions ofArticle 217 and Section 16 of the Sixth Schedule of the Constitution. The formula
takes into account disparities among corurties and aims at equitable distribution of resources

across counties. The furmula takes into account population (45o/o),land area (8%), pove.rty

(1870), a basic equal share (26%), fi'scal responsibility, (2%) and,Development factor (l %).lt
should also be noted that Ksh. 5.76 billion has also been set aside for the Equalization Fund in
20l9l2A which translates to 0.6 per cent of last audited revenue accounts of govemments, as

approved by the National Asse'mbly, 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 eounties.

\V- Need for Economic O"ptimization of Eac.h County: Allocatio.n ofresources to county
gQvernments was guided by the costing of the functions assigned ts the county governments.

The equitable share of revenue alloe.ated to county1govemments in the financial year2AD/2A
is Ksh. 310 billion. This is an unconditional allocation which means that the county
govenlments can plan, budget and spend the funds independently. With the additional

resQurQes, therefore, county governments can allocatq noore resources to their priority projects

and thus o.ptirnize theirpotential for economic development.

18. Stable and Predictable Allocations of Counf,y Governments' Vertical Sharo of
Revenue: The county goverlrments' equitable share of revenue raised nationally has been
protecle.d frorr* cuts that may be necessitated by shortfall in revenue raised nationally.
According to clause 5 of the DoRB 2019, any shortfhll in revenue raised nationally is to bE

borns by the National Government, to the extent of the threshold to be determined by Cabinet"
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19. Need for Flexibility'in Responding to Emergencies and Other Temporary Needs:

Included in the equitable share of revenue for the national goveffment is an allooation of Ksh.

5 billion forthe Capital of the Cbntingencies Fund. This Fund will be used to meet the demands

arising llom urgent and rurforeseen needs in all Counties that suffer from calamities in the

manner contemplated under SEction 21 of the Public Finance Management Act, 2012. In

addition, the Public Finance Management Act, 2AI2 and the PFM (County goveurments)

Regulations, 2015 requires each county govefirment to seI up a County Emergency Fund.

Corur$ govemments are expected to set aside at least 2 %o of thefu budget as part of their

allocation for this purpose.

20, It should be noted that after taking into account all the other fhetors contemplated under

Article 203(I) of the Constitution, iucluding the needs of county governments, only Ksh. 377.7

billion or2AJ 7o of the ordinary revenue (i.e. excluding appropriations.in-aid) is left to finance

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

Response to the Recommendatlons of the Commission or Revenue Allocation (CRA)

2 1 . The Divjsion of,Relenue Bill, 2019 proposes to allocate e ounty, goverrunents an equitable

share of KSh. 310 billion &orn the shareable reve-nue raised nationally,. The CRA, o& the

oJhor hand, recortrmeRds County,Gov'emments'equitable share of revqnuq of KSh. 335"7

billion as arl uneonditional alloeation to be shared arnong county governments on the basis

of the formula for sharing revenue approved by Parliament under Artiele 2tr7 of ths

Constitution. The difference in the C..omrnission on Revenue Allocation (C.RA)

rqcomrnendation and the DoRB 20tr9 pro.posaX e.r,nanates frorn the different approaetes

usod to cornpute the County Gover,nments'equitable share of revenue. Theso inelude;

a" Use of differerrt base for equltable share of revenuel - eRA has us.ed a bass equitable

shale of Ksh. 314 billion as contained in the Division of R.svenue Act" 2S18. Hewever,

the National Treasury has -- in the Budget Review and Outlook Paper (EROPI 2Sn & --

adjusted this base by the prqposed Ksh. 9.04 billion reduction of the equitabXe revenue

stare for county,govsrnments in FY 2A18n9. This adjushent is informed by shorttalls

in perfor,mance ofrsvenue rais-ed nationally sinqe the finaneial year 2015116.

b. Use of different rove.nue adjustrnent factor; CRA adjusts the countln equitabte share

(using a base of Ksh 3,14 billion) of revonue using the actual tluee-year average annual

inflation of 5.9., o/n. The National Treas.qsy-, has increased by Ksh. 5.04 billion ta, the

revised base of, equitable share e.f revenue to corrnty gor*ernr,nents in financial 2fr18179

of Ksh. 304.96 biliion. This increase of,Ksh" 5.04 b,illion is informed by the proxisions

o,f fiscal frameworl( that underpins the Budget Policy Slatement ft'rFY 2.0I9ru1A, which

reflects a decline in fisoa} deficits from 5"9 pe{ae-nt of GDP in FY ?AlSlNg to 5.0 pereent
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in FY 2019120, increase in debt seruice costs, drop in National Government ministerial

expenditures and downward adjustment of revenue projections in light of shortfalls in

revenue in FY 2018119.

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

Treasury proposal on the division of levenue between the national and county governments in

20181t9.

Table2: Comparison of Recommendations of the Commission on RevenueAllocation and

the National TreasulT on the equitable share of revenue proposed for FY 2A19DA

(Figures in Ksh. Millions)

Source: National Treasury and Planning

23. Differences occasioned by additional conditional allocations financed from
National government share of revenue am'ounting to Ksh. 12.5 billion; - CRA has proposed

additional conditional allocations ofKsh.26.Tbillion ( excluding ksh.8,984 miltion forRMLF
which is not financed from ordinary Revenue) whereas National Treasury proposes Ksh. 14.2

billion to be financed form national government share of revenue. This has occasioned a

differenee ofKsh. 12,500 million as a result of the following:

+ Free Maternal Healthcarel - CRA has proposed Ksh. 4,300 million additional

conditional allocation for transfer to county governments to finance free maternal

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

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

Schedule of this Bill, the National Government share of revenue includes Ksh. 4,300

milliou which is a special grant to the National Health Insurancq Fund $fHIF) for free

Maternal health care, to be disbused as a reimbursement to county governrnents.

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

million for this additional conditional allocation whereas the National Treasuryi and

Planning:has proposed an allocation of Ksh. 6,20A million for the same. Although the

Expenditure Item
CRA

National
Treasury

Variance

A B 6: (A_B)
l. Equitable Revenue Share in FY 20l8ll9 314,000 314,000
2. Adjustment based on fiscal framework

Less: Shortfull in Revenue performance in FY 2018/19 9,038 -9,038
3. New Base of Equitable Share (1-2) 314,000 304,962 9,038
4. Adjustment for revenue grorvth in FY 2019120 21,700 5,038 16,662
TOTAL EQUITABLE SIIARE OF R-E\IENUE : (3+4) 335,700 310,000 25,700

i
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National Treaslry and Planning had alloeated Ksh. 9,400 million for this additional

conditional allocation in FY 2OlBlI9, it should be noted that the additional Ksh. 3,200

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

obligations of the MES programme in the previous years of its implertentation, arears

whioh have since then been cleared. This has informed the proposal to alloeate Ksh.

6,200 million in financial year 2Al9/2A fot Ieasing of the medical equipment.

New conditional transfers for financing of five (5) cities: - CRA has p:oposed an

allosation of Ksh. 5,000 million starting FY 20'1920 to finance five cities in Llrban

Areas and Cities Act, 2011, nautely.,: Nairobi, Mombasa, Kisu.mu, Nakuru and Eldoret"

These sities are centres of growth and provide unique and critical servioes to the

residents.

The National treasury takes coguisant of tho unique services suc.h as sewqrago systern,

water reticulation, solid waste disposal and storm water drainage and management

provided by these cities.

To support these cantres of growth, the National Treasury and Flanning has in FY

2A19./24 povided a Ksh. I 1.5 billion for Kenya Urbarr Support Program (KUSP) ar an

Urban Develop.rnent Grant (UDG) financed form proceeds of a S.ant by the Wodd

Bank" The purpose of this g{ant, which wi}l cornplement efftlrts of comty govenrments

in carrying this function, is to establish and strengthen urbarl institutions to. deliver

improved. infiastrueture and services in particip.ating coturties in Kenya" It should be

noted that these services are part of the devolved {bnctious and eouaty goxerr.rments

should be encouragad to plan and budget for them. In light of the tight fiscatr

frar-rrswork, tho,' National Treasury may not be able to provide additional rcsatuass

bey..o.nd whet has been prodded.

24" Finatrly, the Natiqnal Treasury has p.roposed afl allooation armormting to Ksh. 38.?

billion as additional oonditional allosations frorn p.roceeds of loans m,rd grarrts by vmio.tis

developnrent partners to finance respectivep.ro.grcrns and projeets in the finaneial 'trear2fit9.,f20.

I{o.wevqr, the CR*d has not made such provisions in their additional Eonditiona} alloqations

proposal.

eouclusion

?$. T,hoproposals sontar-xned in the Bill take into acso,unt the fiscal ftarrrewerk set out in the

BPS for 20I9,nA arrd are intended to q---------------ns.ur ; that neither a huge finano'ing Eryp is qreeted ner

firnetions at either level of go.vernment are left unfunded or underfunded.

a
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I26. It should, havmm, be noted that tho proposod squitable share allocated to eotffiI
govoraments in &e Eivision of Rovenue Bill, 2019, at 30 pa ceut ofthe most recent adited
rav-amlq) as aSqroved by the National .Assembly, is way abop th rrdnirnrrn 6ro0hotd rc$dred

m&r Artiqle 203(2) of the ConstitutiEn. d

l
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