


































































































































































































































































































No.

Provision
Bill

of the

Issue

Proposal

Justification

Formula as applicable from
financial year 2020/21 to 2025/26.

financial years: 2020/21 to
2024/25.

-Parliament need to provide
guidance on the Basis which
will be used for sharing
revenue among the county
governments  from  the
financial year 2025/26.

Basis for sharing revenue among county
governments to Parliament for consideration.

No 29 of the
explanatory notes of
the Bill

The explanatory notes in 29(i)
provides that in arriving at the
respective revenue shares, the
National Treasury considered that
the Equalisation Fund arrears of
Ksh.2.7 billion will be financed
from the national government’s
equitable share.

-The financing of
Equalisation Fund arrears
amounting to Ksh. 2.7 billion
iIs not enough justification
against further increasing
the county government'’s
equitable share.

-Article 204(1) of the Constitution provides the
Equalisation Fund as a special purpose Fund
into which one half per cent of all revenue

collected by the national government each year
shall be paid.

Table 1: Summary of Budget Allocations (Ref Table 3.1 / Page 55 -2025 BPS)

Allocation 2024/25 2025/26
1 National Government 58.3 59.1
Of Which:
a) Executive 56.7 57.5
b) Parliament 1.0 1.0
¢) Judiciary 0.6 0.6
2 CFS 31.3 31.6
County Governments 10.4 9.3

~CFS:(Foreign and Domestic Debt, Pension and Salaries for state

officers)




] A Ee
r' oS Iy
| |
H 02 MAY 2025

28" April 2[{25

i

!.nll.»\n"-‘r‘ivll‘l I U
|

To

The Clerk,
The Senate, jl-j’.@
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Dear Sir, i
EL o3fol faorLy

RE: SUBMISSION OF MEMORANDUM ON AYE DIVI ON OF REVENUE
BILL, 2025 (NATIONAL ASSEMBLY BILL NQ_ 10 F(2025

The Coast Civil Socicty Network for Human Rights is a broad coalition of clvil socicty k

organizations, religious institutions and all Institutions working to enhance human rights and

good governance at the Coast.

The Network has particularly taken note of the fact that the Division of Revenue Bill 2025,
proposes to allocate Kshs. 405. 1 billion to Counties. The Commission on revenue allocation
on the other hand, having considered all factors, recommended allocation of Kshs. 417.4
billion'. Following the call by the Senate for members of the public to submit memoranda

on the Division of Revenue Bill, 2025 (National Assembly Bill No. 10 of 2025) Ly the 29"
April 2025, please find below our proposals:

Constitutional Basis for the Division of Revenue

Article 203 (2) of the Constitution of Kenya 2010 states that the equitable share to county
governments is to be determined annually from the revenue raised nationally and that it
shall not be less than fifteen percent (15%) of all revenue collected by the national
government, Article 203(3) in particular states that the equitable share is calculated on the

basis of the most recent audited accounts of revenuc reccived, as approved by the National

Assembly.

On account of information In the public, the Natlonal Treasury projects that in the FY
1
2025/2026, the ordinary revenue collected Nationally to Kshs. 2.84 wrillion. The National

! Clause 27 of the Explanalory Memorandum to Division of Revenuo Bill, 2026



Assembly has allocated Kshs. 405.1 billion to counties. This is 14.26 percent of the amount
expected to be collected nationally. This contravenes article 203(2) of the constitution.

Further, we are concerned that while the latest audited accounts of revenue by the
Office of the Auditor General is for the 2023/24 Financial Year, the audited revenue of
accounts that was used as the basis for the Division of Revenue bill 2025 is for the 2020/21
Financial Year. The total ordinary revenue for the 2023/24’ Financial Year according to the
Kenya Revenue Autharity is Kshs. 2.407 trillion’. In the case we used as the latest audited
accounts as the basis for Division of Revenue, at the current proportion of 25.79%, counties
should receive at least Kshs. 620.705 billion in the subject financial year. This consideration
is important because of the following reasons:

a. The revenue share to the counties have been gradually reducing compared to the
amount allocated to National Governments since 2017/2017 FY.

b. The controller of budget and the public accounts committee have cited counties to
be operating with less development vote, this is the opportune moment for the
Senate to correct this anomaly.

c. The National government already devolved further duties to counties in the FY
2023/2024 like library services. Thus, the roles under counties have increased and

deserve more allocations,

We further, are concerned by National Assemblies rejection of recommendations of
Commission on Revenue Allocation (CRA) which is the public body that is constitutionally
mandated under Article 216(1) (a) of the Constitution to make recommendations on the
basis for equitable sharing of revenue between the two levels of government. The CRA
proposed Kshs.417.4 billion* as the equitable share to the county governments for current
financial year. This rejection is not premised on any reason laid down by the National

Assembly and treasury.

The Place of equalisation Fund: Under the explanatory notes to the memorandum of
objects, it is spelt out that the amount due for equilisation funds shall be provided through
National Government. Pursuant to article 204 of the Constitution of Kenya, Equalisation
Fund is established to prop up marginalized areas by facilitating provision of services
including water, roads, health facilities and electricity. Article 204 (3) (b) allows the National
Government to provide conditional grants in facilitating the role of Equilisation Fund.
Pursuant to schedule 4 of the Constitution, the roles enlisted under the service of the fund
are responsibilities of the counties. Thus, all amounts allocated through the Natioral
Government should be allocated as grants to the counties and performed by the counties.

Delay in Transfer of Functions to County Governments

2 ht[ps‘.//www.oagkenyn.go.ke]wwcon{cnduplo:dd2024106IAU DITOR-GENERALS-SUMMARY-REPORT-ON‘
NATIONAL-GOVERNMENT-2022-2023-with-cover.pdf

3ARP - 8072024 — KRA Page on revenue performance 2023/2024.

4 Commission on Revenue Allocation (2025). Recommendation on the basis for equitable sharing of revenue between

national and county governments for the financial year 2025/2026.
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Dear Sir, DEPUTY CLERK
RE: SUBMISSION OF MEMORANDUM ON THE DIVISION OF REVENUE BILL, 2025
(NATIONAL ASSEMBLY BILL NO. 10 OF 2025)

Kenya Devolution Civil Society Organizations (CSOs) Working Group (KDCWG) is a national umbrslla
forum of the Kenyan civil society networks across the 47 countles with 2 focus on strengthening
devolution. The forum provides the civil society and Kenyan citizens with a2 common platform for
collective participation in the implementation of devolution and for learning and sharing of experience.
The objective of the KDCWG is to contribute to the effectiveness of devolution in Kenya for the

realization of the constitutional promise on devolved governance.

The KDCWG has particularly taken note of the fact that the Division of Revenue Bill 2025, proposes to
allocate Kshs. 405.1 billion to Counties. The Commission on Revenue Allocation on the other hand,
having considered all factors, recommended allocation of Kshs. 417.4 billion!. Following the call by the
Senate for members of the public to submit memoranda on the Division of Revenue Bill, 2025 (National

Assembly Bill No. 10 of 2025) by the 29 April 2025, please find below our proposals:

Constitutional Basis for the Division of Revenue

Article 203 (2) of the Constitution of Kenya 2010 states that the equitable share to county governments
is to be determined annually from the revenue raised nationally and that it shall not be less than fifteen
percent (15%) of all revenue collected by the national government. Article 203(3) in particular states
that the equitable share is calculated on the basis of the most recent audited accounts of revenue

received, as approved by the National Assembly.

On account of information in the public, the National Treasury projects that in the FY 2025/2026, the
ordinary revenue collected Nationally to be Kshs. 2.84 trillion. The Division of Revenue Bill has allocated

! Clause 27 of the Explanatory Memorandum to Divisipn of Revenue Bill, 2025

Dk
DEFC
/

M%&

desh”




Kshs. 405.1 billion to counties. This is 14.26 percent of the amount expected to be collected nationally.
This contravenes article 203(2) of the constitution.

Further, we are concerned that while the latest audited accounts of revenue by the Office of the
Auditor General is for the 2023/24 Financial Year, the audited revenue of accounts that was used as the
basis for the Division of Revenue bill 2025 is for the 2020/2) Financial Year. The total ordinary revenue
for the 2023/24? Financial Year according to the Kenya Revenue Authority is Kshs. 2.407 trillion’. In the
case we used as the latest audited accounts as the basis for Division of Revenue, at the current
proportion of 25.79%, counties should receive at least Kshs. 620,705 billion in the subject financial year.
This consideration is important because of the following reasons:

The revenue share to the counties have been gradually reducing compared to the amount
allocated to National Governments since 2017/2017 FY.

b. The Office of the Controller of Budget and the Public Accounts Committee have cited counties
to he operating with less development vote, this is the opportune moment for the Senate to

correct this anomaly.
c. The National government already devolved further duties to counties in the FY 2023/2024 like

library services. Thus, the roles under ceunties have increased and deserve more allocations.

We further, are concerned by National Assembly’s rejection of recommendations of Commission
on Revenue Allocation (CRA) which is the public body that is constitutionally mandated under Article
216(1) (a) of the Constitution to make recommendations on the basis for equitable sharing of revenue
between the two levels of government. The CRA proposed Kshs.417.4 billion* as the equitable share to
the county governments for current financial year. This rejection is not premised on any reason laid
down by the National Assembly and the National Treasury.

The Place of equalization Fund: Under the explanatory notes to the memarandum of objects, it Is
spelt out that the amount due for équalization funds shall be provided through National Government.
Pursuant to article 204 of the Constitution of Kenya, Equalization Fund is established to prop up
marginalized areas by faciliating provision of services including water, roads, health facilities and
electricity. Article 204 (3) (b) allows the National Government to provide conditional grants in
facilitating the role of Equalization Fund. Pursuant to schedule 4 of the Constitution, the roles enlisted
under the service of the fund are responsibilities of the counties. Thus, all amounts allocated through the
Nationa! Government should be allocated as grants to the counties and performed by the counties.

Delay in Transfer of Functions to County Governments

The Fourth Schedule of the Constitution of Kenya assigns roles to the national and county governments.
Since 2013 to date however, the national government has continued to perform diverse functions of the
county governments and also retained the related resources. The functions include the functions of

2 heepsilwww.oagkenya.go ke/wp-content/uploads/2024/06/AUDITOR-G ENERALS-SUMMARY-REPORT-ON-NATIONAL-
GOVERNMENT-2022-2023-with-cover.pdf
3 ARP - 8072024 — KRA Page on revenue performance 2023/2024.

4 Commission on Revenue Allocation (2025). Recommendation on the basis for equitable sharing of revenue between natlonal
. and county governments for the financial year 2025/2026.
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Regional Development Authorities®, urban roads, procurement of medical
health workers and procurement and sale of fertilizers. As a result, count;
functioned optimally and have struggled to deliver quality services being demand

We are concerned that despite the President’s assertion* that all financial resc
allocated to Counties in the FY 2025/2025, the same does not reflect on tt

Revenue Bill.

The actual position is that the National Government spends on the basis of ta  .aned in the FY

2025/2026, according to the projections while the counties shall be operating on the basis of the
collections done in FY 2020/2021, when we were tied to covid 19, and 4 years apart. In accual sense,
the amount allocated to the counties falls short of the minimum |5 percent constitutional threshold

when considered alongside the projections of 2025/2026.

We therefore recommend that the Senate make reference to the reports from IGRTC, presented
to it on 237 August 2023 and adjust the current allocated figure by allocating further Kshs. 272.2 billion
which is the cost of several clements of devolved functions being held by the by the National

Government.

In the case the Senate plays it role of protecting the interests of counties, counties should get the Kshs.
405.1 billion and further Kshs. 272.2 billion which adds to at least Kshs. 677.3 billion.

Delays in Disbursement of Equitable Share to County Governments

Service delivery and performance of the county governments have regularly been affected by persistent
delays in transfer of the equitable share of the revenue collected nationally to the devolved units.
Section 17(6) of the Public Finance Management Act (2012) places on the National Treasury the
responsibility to release to county governments at the beginning of every month and not later than the
fifteenth day from the commencement of the month, to facilitate expenditure for the following month,
For instance, according to the Council of Governors, county governments have received their
disbursements only up to February 2025, yet we are approaching end of FY 2024/2025.

We are concerned by the persistent delays of disbursements over the years, which
contravenes Article 219 of the Constitution, which provides that a county share of revenue raised
nationally shall be transferred to the county without undue delay and without deduction. It is appalling
that the Senate has not taken action to resolve this challenge even though the sectors have been raising

this concern on every opportune moment.

New Funds introduced with the roles under Counties: the Division of Revenue Bill should
consider the Housing Levy and the Social Health Insurance Fund. The two streams have introduced huge
revenue to the National Government yet the functions housing and health are county functions.

The authorities Include Kerio Valley Development Authorlty, Tana and Athi Rivers Development Authority, Lake Basin
Development Authority, Ewaso Nyiro South Development and Coast Development Authority.
¢ NATIONAL GOVERNMENT TO TRANSFER REMAINING COUNTY ROLES, PRESIDENT RUTO —The

Official Website of the President of the Republic of Kenya




Under the Explanatory Memorandum to the Division of Revenue, it is indicated that public
debt is a factor considered in allocating the finances to counties. The notes further state that the
National Treasury and the National Assembly considered National interest. The Senate should consider
addressing the two concerns. Seemingly, the ballooning public debt will affect the counties
negatively yet the counties are never consulted In their acquisition. In the same vein, the
National interest ought to be understood in the context that, it can be addressed both at national and
county level. Thus, allocations intended for addressing National interests should be broken down and

addressed even at counties.

Finally, under section 3 of the Division of Revenue Bill, the object of the bill is premised on article
202 (1), and not the 203(2), which is a principle that should guide the bill.

Our Key Asks:

I) The Senate should propose allocation of at least Kshs. 677 billion considering all the
functions earmarked to be devolved to counties by Intergovernmental Relations
Committee, and in the very least Kshs. 426 billion on account of |5 percent of the
amount projected for ordinary revenue by National Treasury.

2) The Senate should institute legal mechanisms to ensure that all the devolved functions are fully
costed and transferred to the county governments in the current financial year together with the
budgetary allocations for each of the functions,

3) The Senate should put in place effective mechanisms to compel the National Treasury to ensure that
the equitable share of the county governments as stipulated in Article 203(3) of the Constitution is
transferred to county governments strictly in line with the provisions of Section 17(6) of the Public
Finance Management Act.

4) The Senate should institute legal and political mechanisms to ensure that the National Assembly
approves the audited revenue of accounts expeditiously and as a matter of priority within the
financial year they are tabled in Parliament. The legal mechanisms the Senate should put in place
should among others provide that in the event that the National Assembly fails to approve any
audited report after submission to the house for six months, then the report shall automatically be
considered approved by the National Assembly and apply as the basis for the division of revenue.

5) The Senate should ensure the passing of the Bill on Equalization fund and consider the place of the

counties in ensuring equity by using the fund.

This memorandum is a compilation of inputs from members of the KDCWG General Assembly, which
draws membership from CSO networks across the 47 counties in Kenya; and has been approved by
members of the KDCWG Steering Committee, listed in the annexure.
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Evans Kibet Boss
Convenor, Kenya Devolution CSOs Worling Group



Approved by the Steerin

g Committee members on behalf of the KDCWG

No Name

Region

ol Evans Kibet Boss

North Rift Regional Economic Bloc

02 Benedine Kipruto

Nerth Rift Region Ecenomic Bloc

103 Michael Mburu

Central Region Economic Bloc

04 Sherry Muthaura

Central Region Economic Bloc

05 Abdi Billow

Northern Frontier Council Counties

06 Nuria Gollo

Northern Frontier Council Counties

07 Chris Owalla

Lake Region Economic Bloc

08 Fridah Jausiku

Lake Region Economic Bloc

09 Malusha Abedi

Jumuia ya Kaunti za Pwani

10 Jacinta Mbeyu

Jumuia ya Kaunti za Pwani

11 Jacob Ngumi

South Eastern Kenya Economic Bloc

12 Faith Kiema

South Eastern Kenya Economic Bloc

Narok Kajiade Economic Bloc

13 James Kainkei

14 Juliana Rono Narok Kajiado Economic Bloc
15 Diana Gichengo Nairobi City County

16 Cornelius Oduor Nairobi City County

17 Halima Sharif

PWD Representative

For further information, please contact:

Evans Kibet Boss,
The Convener,

Kenya Devolution CSOs Working Group (KDCWG)

Tel. +254 711 221294

Email: csodevolutionworkinggroup@gmail.com or evanskibetboss@gmail.com

Or

KDCWAG Secrerariat,
info@acc.or.ke
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