THE NATIONAL TREASURY AND PLANNING

Public Statement on the Status of Payments to County Governments

1. This Statement is issued in public interest, pursuant to Article 35(3) of the Constitution of
Kenya, 2010 and section 8 of the County Allocation of Revenue Act (CARA), 2020. The
Statement is intended to inform citizens about the quantum of funds transferred to County

Governments in FY 2020/21 and in preceding years.

2. InFY 2020/2021, County Governments received Ksh. 346.2 billion as their equitable share of
revenue raised nationally. This is comprised of Ksh. 316.5 billion appropriations as per the
CARA, 2020 and Ksh. 29.7 billion accruing balances from allocation for FY 2019/2020 in
fulfillment of Article 219 of the Constitution. A summary of the payments is provided in Table
1, while cumulative and per person disbursements to each County are provided in Table 2.

Table 1: Su;nmgrﬁyﬁof payments to County Governments (Ksh. Millions)

Transfer Type £ 201516 2016/17 201718 2018/19]  2019/20]  2020/21] Grand Total %)
1. Equitable share transfer 259,774 280,300 302,000 314,000 | 286,784 | 346,216 | 2,205,735 90.52%
2. Conditional Transfers towards Covid-19 - - - - 7,706 - 7,706 0.32%
a) Gok-Funded Conditional allocation - - - 7,356 - 7356
b) DANIDA Funding - - - - 350 - 350
3. GoK-fundcd conditional allocations 10,901 13,705 12,008 15,017 13,343 12,673 86,574 3.55%
a) Level Five Hospital 3.600 4,000 4,200 4,326 4,326 4,326 30,061
b) Free Maternal Healtheare * 3,321 4.105 - - - - 11,070
¢) Managed Equipment Services 3,080 4,500 4.908 8.830 6,017 5,273 32,608
d) Foregone User IFees Compensation 900 900 9200 9200 900 900 5,400
¢) Rehabilitation of Youth Polytech - - 2,000 91 2,000 2.000 6,961
1) Emergency Medical Service Grant - 200 - - - - 200
£) Construction of County HQs - - - 100 175 275
4. Other Additional conditional allocations 5,547 6,063 17,797 31,070 30,020 40,103 131,737 541%
a) Road Maintenance Levy Fund 3,300 4,307 10,262 7,424 7,645 9,433 42,372 1.74%!
b) External Loans and Grants 2247 1,756 7535 23646 22.375 30.670 89,363 3.67%|
-World Bank (KDSP Level 1) - - 2,148 - 1410 ¢ 2113 5,673
-World Bank (KDSP Level 1) - - 1,950 4.000 - 4,600 10.550
-World Bank (NUTRIP) 1,045 : 791 - - - 1.836
-Danida (HSPS 111) G664 408 - 1.806
-World Bank (KHSSP-HSSF) 308 356 8 - - - 1476
-World Bank (THUSCP) - - 1,250 1,958 2,656 3.940 9.80+4
-Danida (UHDSP) - 1,116 1.040 922 855 3.934
-World Bank (NARIGP) - - 1,063 1,052 4.563 3,900 10578
-ltaly (KIDDP; Rehab. of Sub-Dist. Hosp.) 30 - - - - 30
World Bank. KUSP-UIG - - 1,854 387 . - 2241
World Bank KUSP-UDG - - 11,465 8128 6,315 25,908
World Bank-KCSAP - - - 1,000 2982 5,945 9,927
EU-IDEAS - 941 = = 941
IDA (World Bank)-WSDP = - = 563 2465 3,027
SIDA -ASDSP 11 - - 335 764 536 1.634
L EU-WaTER - - - - - =
5. Allowances for County medical personnel 4.842 - - - 4,842 0.20%
6. Colfee Cess 107 - - - 107 0.00%
Grand Total (= [ +2+3+4+5+6) 276,223 305,016 331,805 360,086 337.853 398,993 2,436,700 100.00%

* [In FY 2017/18, FY 2018/19, FY 2019/20 and FY 2020/21 an additional Ksh. 3.4 billion, Ksh 4.3 billion, Ksh.4.3
billion and Ksh 4.3 billion respectively, from the National Government's revenue share was paid to the National
Hospital Insurance Fund (NHIF) as a grant for Free Maternal Healthcare, to be disbursed directly to Counties on

reimbursement basis.
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3. County Governments received an additional Ksh. 47.5 billion in FY 2020/21, which comprised:
a) conditional allocations worth Ksh. 7.4 billion derived from the National Government’s
equitable revenue share;
b) Ksh. 9.4 billion from the Roads Maintenance Levy Fund (RMLF) collected by the Kenya
Roads Board (KRB), of which 15 percent is set aside for County roads; and,
¢) proceeds from external loans and grants totaling Ksh. 30.7 billion earmarked to supplement
financing of devolved functions.

4. 1In addition, the National Government in FY 20120/21 transferred to County Governments Ksh.
4.6 billion for the Kenya Devolution Support Programme (KDSP) Level 2 programme, which
was not part of CARA, 2020 allocations. This was an additional conditional allocation financed
from proceeds of loans and grants by development partners, whose financing was meant to
complement the National Government support to County Governments for putting in place
Covid-19 pandemic emergency response measures.

5. The aggregate payments to County Governments in FY 2020/21 amounted to Ksh. 398.9 billion
that included Ksh. 29.7 billion accruing balances from allocation for FY 2019/20 and Ksh. 4.6
billion for the KDSP Level 2 programme, which were not part of CARA, 2020 allocation. The
aggregate payments to County Governments in FY 2020/21 with respect to CARA, 2020
allocation amounted to Ksh. 364.7 which represents 98.6 percent of CARA, 2020 allocations.
The shortfall may be explained as follows:

a) Failure by some County Governments to adhere to requirements of specific conditional
allocations. For this reason, the Exchequer could not disburse:

e Ksh. 935.4 million for the Water & Sanitation Development Project;

e Ksh. 405.8 million for the Transforming Health Systems for Universal Care Project;

e Ksh. 361.2 million for the National Agriculture and Rural Inclusive Growth Project
(NARIGP);

e Ksh. 1.2 billion for the Kenya Climate Smart Agriculture Project (KCSAP);

e Ksh. 51 million for the Kenya Urban Support Programme (KUSP) level II;

e Ksh. 45.3 million for DANIDA Grant (Universal Healthcare in Devolved System
Program; and

e Ksh. 125.3 million for construction of County headquarters;

b) Delays by Accounting Officers of some Ministries responsible for specific conditional
grants to submit written instructions to the National Treasury to release payments as
stipulated in the Guidelines for the Management of Intergovernmental Fiscal Transfers
(2017). As a result, exchequer could not disburse, Ksh. 216 million for Instruments for
Devolution Advice and Support (IDEAS) grant; Ksh. 528 million for the Water Tower
Protection, Climate Change Mitigation and Adaptation Programme (WaTER); and, Ksh.
300 million for the Northern Kenya Drought Resilience Programme.

6. Including the FY 2020/21 payments, County Governments have now cumulatively received an
estimated Ksh. 2.4 trillion since their establishment. In this context, it would be useful for the

public to note that:

b|Page



a)

b)

of the above cumulative payments, 90.5 percent comprises unconditional equitable revenue
share, 3.6 percent being conditional grants that are part of shareable revenue, 5.4 percent
being the additional conditional allocations that are not part of shareable revenue, and 0.3
percent being conditional transfers towards Covid-19 in FY 2019/20. The remaining 0.2
percent represents a one-off payment made in FY 2016/17 in respect to allowances to
medical personnel and coffee cess;

in all years, equitable revenue share to County Governments has been well above the
minimum threshold defined in Article 203(2) of the Constitution, and has been fully
disbursed in accordance with Article 219 of the Constitution;

during the last eight years, aggregate annual payments to County Governments grew by Ksh.
203.3 billion or 103.9 percent; and,

in per capita (or per person) terms, payments to County Governments have grown from Ksh.
4,114 in FY 2013/14 to Ksh. 8,388 in FY 2020/21. This translates to an annual average of
Ksh. 6404, with Nairobi receiving the least (Ksh. 3,285) and Lamu the highest (Ksh.

18,391).

Amb.) Ukur Yatani, EGH

abinet Secretary/National Treasury and Planning

Dated:
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