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The County Allocation of Revenue Bill, 2025

A Bill for

AN ACT of Parliament to provide for the equitable allocation of revenue

among the County Governments from revenue raised by the National Government in
the financial year 2O25/26; the responsibilities of National and County Governments

with respect to such allocation; and for connected purposes.

ENACTED by Parliament of Kenya, as follows-

Page 2 of 13

Short title. 1. This Act may be cited as the County Allocation of Revenue Act,
2025.

Interpretation.

No. 16of2011.

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

"Cabinet Secretary" means the Cabinet Secretary for the time being

responsible for matters relating to finance;

"revenue" has the meaning assigned to it under section 2 of the

Commission on Revenue Allocation Act, 201 l.

Object and purpose of
the Act.

3. The object and purpose of this Act is to-
(a) provide, pursuant to Article 218(lXb) ofthe Constitution, for the

allocation of an equitable share of revenue raised nationally

among the County Governments for the financial year 2025/26,

in accordance with the resolution approved by Parliament under

A*icle 217 ofthe Constitution; and

(b) facilitate the transfer of allocations made to counties under this

Act from the Consolidated Fund to the respective County

Revenue Funds.

Equitable allocation of
County Governments'
share of revenue-

No. l8 of 2012

4. (l) Each County Governments' equitable share of revenue raised

nationally, on the basis ofthe revenue sharing formula approved

by Parliament in respect of the financial year 2025/26 in
accordance with Article 217 ofthe Constitution, shall be as set out

in Column F of the Schedule.

(2) Each County Governments' allocation under subsection (l)
shall be transferred to the respective County Revenue Fund, in accordance

with a payment schedule approved by the Senate and published in the

Gazette by the Cabinet Secretary in accordance with Section 17 of the

Public Finance Management Act, 2012.
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Report on actual

transfers.
5. The Cabinet Secretary shall publish a monthly report on actual

transfers ofall allocations to county governments.

(l) Each counry treasury shall reflect all transfers by the
National Government to the County Governments in its books of
accounts.

6Books ofaccounts to
reflect National
Government transfers

(2) The estimates of revenue of each county shall separately
reflect the total equitable revenue share from the National Government
transferred to the County Revenue Fund, under section 4 of this Act.

No. l8 of 2012 (3) A county treasury shall as part of its consolidated quarterly
and annual reports required under the Public Finance Management Act,
2012 repo( on actual transfers received by the County Government from
the National Government, up to the end of that quarter or financial year
in the format prescribed by the Public Sector Accounting Standards Board
or in the absence of a format prescribed by the Board, in the format
prescribed by the National Treasury.

Financial Misconduct 7. Despite the provisions ofany other law, any serious or persistent
non-compliance with provisions of this Act constitutes an offence
under the Public Finance Management Act,2012.

Clarification of revenue

sharing formula to
apply

8. The allocation of the equitable share of revenue to the County
Governments under Section 4 of this Act shall be in accordance
with the third determination ofthe basis ofthe division ofrEvenue
among counties approved by Parliament pursuant to Articte 217
(7) of the Constirurion.
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SCHEDULE (s.4(r))

Allocation of Each County Governments' Equitable Share of Revenue Raised Nationally in

the Financial Year 2025126
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S/No. County FY 2024t2025 FY 202sn026

Totrl
Share

Equitsble 0.5 (Allocation Rrtio*) (Equitsble
Alloc8tiotr
*lPqrmular r * )

Shere*'-0,5
Rrtio)

Tot!l Equitrble
share* * **

Allocstion
Rrtio

Equitrble Share Allocstion
Ratio

Equitable Share

column A column B column C column D column E column F = C+E

I Baringo 6,6E3,E72,230 1.61 2,s41,E25,000 r.80 4,454,485 ,7 E2 7,0023t0,7E2

2 Bomet 7,0r5,120,960 t;14 2,753,550,000 L86 4 ,589,613 ,7 t4 7343,223,711

3 Bunqoma tt,17 0,612,7 6t 2.81 4 ,446,825 ,000 2.93 7 ,24 t ,523 ,',l 52 I1,688,34E,752

4 Busia 7,514,936,17s 1.9 3,006,750,000 r.97 4 ,85 5 ,2'7 6 ,0E9 7,E62,026,089

5 Elgeyo
Msrrkwet

4,826,132,154 1.22 I,930,650,000 r.26 3, r 19,054,514 5,049,?04,5t4

6 Embu 5J69,897,r79 1.36 2,152,200,000 l .40 3.465,43 t,0 r2 5,617,631,012

1 Gerissa 8290,447,207 2.22 3,513,150,000 2.08 5,145,106,259 8,6sErs62s9

B Homr bay E,170.279,6E3 2.13 3.370,72s,000 2.09 5.169,077,361 t539,E02J61

9 Isiolo 4,923506,894 1.34 2.120,550,000 1.22 3,01E,759,443 5.139J09,413

l0 Kriiado 6345,014,080 2.03 3 ,2t2,47 5 ,000 2.24 5,527,698,s'10 8,740,173570

1r Kakemegr 12.9E0,503,8s6 3.29 5,206,425,000 3.39 8.372.6t3 ,225 13,s79.03EJ25

12 Kericho 6,73E,465.912 1.7 2,690,250,000 t.7'l 4,359,892,24r 7.050,142,241

13 Kiembu t2,9369s,472 2.98 4,715,850,000 3.31 E,l6 t,27l,630 12,E77,12r,630

14 Kitifi 12,169.843.503 3.3 5,222,250,000 3.03 7,482,496,0t't t2,704,1 46,O17

15 Kirinylgs 5,449.273,29E t.34 2,120,550,000 1.45 3,5E5,005,147 5.705,555,147

l6 Kisii 9J0s,836,563 2.46 3,E92,950,000 2.36 5,E29,630,296 9J22,580296

t7 Kisumu E,40s)27,544 2.16 3.418,200,000 2.1E 5,371,091,649 E.7E929t,619

18 Kitui 10,8E5,967,?28 2.79 4,415,175,000 2.82 6,968,985,751 11J84,160,751

19 Kwale E,625,4r l,4l I 2.46 3,892,950,000 2_06 s,096,818,508 E,989,768,50E

20 Leikipia 5387,035,312 1.32 2,088,900,000 I .44 3 ,5 52,062,159 5,640,962,159

2l Lamu 3,254,430,925 0.82 1.297,650,000 0.85 2,t07,435,512 3.405,0E5,512

22 Machakos 9,597,222,919 2.45 3 ,87',7 ,125 ,000 2.50 6,160,494,193 10,037,619,193

23 Makueni 8,497 )08,449 2.14 3,703,050,000 2.09 5,163,373,364 8,E66,423364

24 Manders I I,690,619,375 3.23 t1 I1,475,000
3,386,550,000

2.87 7.085,679,503 12,197,r54,503

25 Msrssbit 7.597.r50,148 2.t4 1.84 4,53 4,7't 8,607 1.921328,607

26 Meru 9,944340,172 2.54 4,019,s50,000 2.59 6,380,945,893 10,400,495,893

27 Migori EJE5,076,708 2.14 3.386,550,000 2.tE 5,383,36E,447 E,7 69,grt,441

28 Mombrsr 7 ,E99 ,61 4,5t0 2.23 3 ,528,9't 5 ,000 l.9t 4,70'1,204,184 t,236,179,1E4

29 Mureng'r 7,5I t,867,136 1.99 3,149,175,000 1.90 4.698.5E0,3 t4 7,847,755)14

30 Niirobi 20,t78,7 t2,72t 5.03 ?,959,975,000 5.3 3 13. r 59,470,97 t 21,rr9,445,97r

3l Nekuru 13,666,996,494 3.31 5,238,075,000 3.68 9 .011 ,E7 5 ,029 14Jt5,950,029

32 Nendi 7 346,070,242 1.69 2,674,425,000 2.04 5,031,320,039 7,705,715,039

33 Nerok 9,241.861,510 2.54 4,019,550,000 2.28 5 ,624 ,382,672 9.641932,612

34 Nyrmirr 5J59,988,239 t.52 2,405,400,000 t.29 3,I t2,065,043 5,s87,465,043

35 Nyandarua 5,916,522,422 1.54 2,437,050,000 1.53 3,7 68,900,422 6205,950,1X2

36 Nyeri 6,srt,609,636 t.7l 2,706,0?5,000 L66 4,t06,065,620 6,t12,140,620

37 Srmburu 5,623,229,s94 t.46 2,310,450,000 I .45 3,567,E33,920 5,878rt3,9r0
38 Siayr 7301,472,442 t.83 2,895,975,000 t.92 4,744,68t,245 1,640,6s6:215

39 Trit. Trveta s,066,138,537 1.34 2,120,550,000 t.29 3 ,t72,1',t2,444 5292,922,444

40 Trna River 5,E24,? 18,335 1.85 ?,927 ,625 ,000 1.70 4,197,134,5 80 7,124,159,580
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FY 2024n02s Fy 2025/2026
0.5 (Allocation Ratio*) (Equiteble

Allocation
Shrre**-0.5

Ratio)
Formula** r

Tot!l Equiteble
sha re** * *

EquitrbleTotal
Shrre

Allocation
Ratio

Eqoitable Shsre Allocation
Ratio

Equiteble Share

S,rNo. County

column A column B column C column D column E4l column F = C+ETharsks Nithi 4,399 07,348 1.24 I,962 300,000 1.06 2,624 E50,46242 87,150 624Trsns Nzoia t,4987 40 1.82 2,E 80 150,000 2.03 5,019 156,77843 7 99J0 178Turkena t 3,213 83 350 3.3 3 s,269 72s,000 3.4',1 6 t20555 t4t44 120I 24Uasin Gishu E 7 99 603 2 155,000,000 2.32 5 7t6,021,78645 E EI 021 786vihi I 292 282 t.47 2 126,27 5 000 t.29 195,05 5813 27,6Et5 52146 Wa lr 079 902,798 2.7 4 '12,750 000 2.46 396 063,51 I IO 36 I 947 West Pokot 0r l6 09 7 l.5E 2,500,350 ,000 1.79 4,42s,?70,E| 120 ll6TOTAL 00,000387 2 I00 158,2s0 00,000 I00,00 246,Erg 20,197 20 97405 069

* This is the KSh 3l6.5 billion allocations as Equirable Share to counties in the financial year2019/20 Thus, the allocation 
^to-county 

Governmentr-,lni.. tr,ir component is one half of KSh. 3 16.5billion, amounring to KSh. l5g. 3 billion

- 
it This is the Equitable Share of revenue raised nationally allocated to county Governments infinancial year 2025/26 amounting to KSh.405.r bi ion. once you net out one harf of the amount ofAllocation Ratio or KSh. 158.3 6illion from tne equiuure snare of KSh. 405.1 biltion, the resultingbalance of KSh. 246.8 bi[ion shall be afiocated 

".",Gc"r",v Govemments using the Formura.

+** Formula= 0.18+Pooulation Indexi+ O.lTrHealth Indexi+0.10* Agriculture Indexi+0.05 rUrban
Indexi+O 14 t Poverty Indexi+0.08 +Land Area tnaexi t +o-oiinoads Indexi +0.20* Basic share Index.
tr*r Total Equitabre share to county Governments:0.5 (Allocation Ratio) + ((Equitabre Share_(O.5Allocation Ratio)) +(Formula).
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MEMORANDUM OF OBJECTS AND REASONS

The principal object of this Bill is to make provision for the allocation ofrevenue raised nationally among

the County Governments for the froarcial year 2025126.

Clause I and 2 of the Bill provides for the short title and defines the various terms used in the Bill,
respectively.

Clause 3 of the Bill contains the objects and the pupose of the Bill which is to provide for the allocation

of revenue raised nationally among Coutrty Governments for the financial year 2025/26 as well as the

transfer ofthe county allocations from the Consolidated Fund to the respective County Revenue Fund.

Clause 4 of the Bill provides for the allocation of equitable share of revenue raised nationally to each

County Govemment.

Clause 5 ofthe Bill provides for the publishing of monthly report by the National Government, on actual

transfers ofall allocations to County Govemments.

Clause 6 of the Bill provides for a county treasury to reflect the total allocations from the National

Govemment separately in the books of accounts.

Clause 7 of the Bill defines what constitutes a financial misconduct

Clause 8 of the Bill provides for use of the third determination of the basis of the allocation of revenue

among counties as approved by Parliament pursuant to Article 217 (7) of the Constitution.

Dated the 2025

HON. FCPA JOIIN NG'ONGO MBADI, EGH.

Cabinet Secretary for The National Treasury and Economic Planning

Page 6 of 13
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The Coun Allocation o Revenue Bill, 2025

APPENDIX

EXPLANATORY MEMORANDUM TO THE COUNTY ALLOCATION OF REVENUE BILN,,
2025

Background

l' This memorandum is prepared as an attachment to the county Allocation of Revenue Bill (GARB),
2025 in fulfilment of the requirements of Article 218(2) of the constitution and section l9l (5) of the
Public Finance Management Act, 2012.

2' Article 2lE (2) of the constitution requires that the Bill be submitted to parliament every ye,u
together with a memorandum explaining:

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

b) the extent to which the B I has taken into account the provisions of Article 203 (r) of the
Constitution; and

c) a summary of any significant deviation from the recommendations of the commission on Revenue
Allocation (CRA), with an explanation for each such deviation.

3' Section l9l (5) ofthe Public Finance Management Act, 2012 requires that the Bill be accompanied
by a memorandum which explains:

a) how the Bill takes into account the criteria listed in Article 203( l ) of the constihrtion;

b) the extent of the deviation from the commission on Revenue A,ocation,s recommendations;

c) the extent, if any, of deviation from the recommendations of the Intergovemmental Budget and
Economic Council; and

d) any assumptions and formulae used in arriving at the respective shares mentioned in subsections
l9l (2) and (3) ofthe pubtic Finance Management Act, 2012.

4' The memorandum is also prepared based on the approved third basis for revenue allocation among
county Governments pursuant to Article 217 ofthe constitution. In September 2020, parliament approved
the third basis for allocation ofthe share ofnational revenue among the county Governments.

Page 7 of 13
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Explanation of the Allocations to the County Governments as Proposed in the Bill

CounQt Governmenls' Equitable Share

5. The Bill proposes to allocate County Govemments KSh. 405.1 bitlion for the financial year

2025126 as equitable share of revenue raised nationally, translating to an increase of KSh. 17.6 bitlion

from a base of KSh.387.4 billion allocated in the financial yeac 2024/25.

6. In the financial year 2024125, the Division of Revenue (Amendment) Acl,2024, allocated KSh.

387.4 billion to County Govemments as equitable share resulting from mediation between the National

Assembly and the Senate.

7. The National Treasury has proposed an allocation of KSh. 2,419.4 billion to the National

Government; and KSh. 405.1 biltion to County Govemments in financial year 2025126, translating to an

increase ofKSh. 17.6 biltion (see Table l).

Tr.ble 1: Equitable Rcveoue Share Allocation to CouDty Governments, Finrncial Year 202526
BUI}GET ITEM
l. Baseline i.e. allocation in the revious FY 2024125

Add:
2. Ad ustment for Rcvenue Gaowth

E uit.ble Revcoue Share allocation for FY 2025126 l+2

So tce: National Treasur!

8. The proposed County Governments' equitable revenue share allocation ofKSh. 405.1 billion is

informed by the following factors:

a) Trends in the performance of revenue (this was taken into consideration in determining the

KSh. 17.6 billion increase in equitable share ofrevenue in financial year 2025126);

b) Increased expenditures for National Government for purposes ofdebt servicing coupled with

a weakened shilling against the dollar;

c) The Government commitment to implement a fiscal consolidation plan targeting to reduce the

fiscal deficit to 4.3 percent of GDP in financial year 2025126. This is designed to slow down

accumulation of public debt, improve primary surplus thereby achieve fiscal sustainability;

d) Financing constraints due to limited access to finance in the domestic and intemational

financial markets;

e) Low ordinary revenue collections attributed to the ongoing geopolitical shocks. The global

economy is on a recovery path from the negative shocks in supply chain constraints and the

rising US Federal Reserve interest rate that destabilized dollar exchange rate and the

international debt market; and

Page 8 of 13
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f) The National Government continues to solely bear shortfalls in revenue in any given financial
year whereas the County Governments continue to receive their full allocation despite the
budget cuts affecting the National Covernment.

9' The above proposed Equitable Share for financial year 2025/26 ofKsh. 405.1 billion is equivalent
to 25'8 percent of the last audited and approved actual revenues raised nationally of KSh.1,570,563
million for finan cial year 2020/21pursuanr to Article 203(3) of the Constitution.

l0' Fiscal Capacity and Efficiency of county Governmentsl The National rreasury has proposed
an increase ofKSh lT'6 billion equitable share to county Governments. Similarly, it is expected that the
County Governments will also grow their own Source Revenue (oSR). The National Treasury has further
instituted measures to support county Governments enhance their revenue collection. These include the
National Rating Act, 2024, the county Governments Revenue Raising process Bill currently under
consideration, the Moder rariffs and pricing poricy proposed for adoption by County covemmen* aswell as the proposed Integrated county Revenue Management System. The Nationar rreasury
recommends that the Senate considers including the fiscal effort parameter in the Fourth-Generation basis
so as to enhance oSR collection by the Counties in order to incentivize the attainment of the intended
objectives ofthe above measures.

ll' county Governments' ability to perform the functions assigned to them and meet other
developmental needs of the County Governments: As explained above, the baseline for the equitable
share allocation for the financial year 2025/26 was derived from the Division of Revenue Act, 2024. This
base line is informed by costing ofexpenditure for devolved functions done at onset ofdevolution, which
has been the basis for equitable share over the years.

12' Developmental needs ofthe county Governments and their ability to perform the functions
assigned to them: County Governments are allocated equitable share of revenue which is an
unconditional allocation to enable counties have autonomy to plan, budget and implement development
projects based on county priorities and account for the same. In addition, Article 20g ofthe constitution
has assigned counties revenue raising powers and as such counties are expected to improve and maintain
sustained collection oftheir own source revenues.

13' Additionally, the equitable share to county Governments is proposed to increase from a base of
Ksh 387'4 billion in financial year 2024/25 to KSh. 405.1 billion in financial year 2025/26,an increase
of KSh' l7'6 billion, which is meant to facilitate county Governments enhance service delivery in
performance oftheir assigned functions under Part Il ofthe Fourth Schedule ofthe Constitution.

Page 9 of 13

tEcfttT



S[CBt I
The County Allocation of Revenue Bill, 2025

14. It should be noted that, in order to achieve balance between priority development and performance

of the assigned functions, the Third Basis for horizontal revenue sharing is premised on eight parameters

which relate to devolved functions assigned to County Governments in Part II ofthe Fourth Schedule of

the Constitution.

15. Thus, the proposed vertical division of revenue proposed in the Division of Revenue Bill, 2025,

therefore, takes into account the cost ofCounty Covernments' developmental needs and it is expected that

County Governments will have the ability to perform the functions assigned and transferred to them as

contemplated under Article 203( I ) (0.

16. Economic Disparities within and among counties and the need to remedy them: Allocation of

the sharable revenue (i.e., equitable share of KSh. 405.1 billion) among County Govemments is based on

the Third-generation formula approved by Parliament in September 2020 pursuant to provisions of Article

217 and paragraph 16 of the Sixth Schedule of the Constitution. The Third Basis formula which is

applicable from financial year 2020/21 to financial year 2025126 has taken into account the following

parameters; (i) Population (18%); (ii) Health Index (17%); (iii) Agriculture Index (10%); (iv) Urban Index

(5%); (v) Poverty Index (14%); (vi) Land Area Index (8%); (vii) Roads Index (8%), and; (viii) Basic Share

index (20%). The horizontal distribution of County Governments' equitable revenue share allocation of

KSh. 405.1 billion for financial year 2O25/26 shall be based on the Third Basis Formula. Noting the equity

and sectoral parameters outlined above, the Third basis formula applied in financial year 2025126, t*es

into account disparities among counties and aims at equitable distribution of resources across counties.

17. Further, KSh. 10.6 billion has been set aside for the Equalization Fund in financial year 2025/26,

which for purposes of Division of Revenue in financial year 2025126 includes KSh. 7.9 billion as 0.5 per

cent of the last audited and approved actual revenues for financial year 2O20/21 (i.e., KSh. 1,570,563

million); and the balance of KSh. 2.7 billion which is the contribution of arrears towards the Fund. The

Equalisation Fund is used to finance development programmes that aim at reducing regional disparities

among beneficiary counties.

18. Need for Economic Optimization of Each County: Allocation of resources to County

Govemments was guided by the historical costing of expenditures for functions assigned to the County

Govemments. The equitable share of revenue allocated to County Governments in the financial year

2025/26 is KSh. 405.1 billion, an allocation which is KSh. 17.6 billion higher than the allocation of KSh.

387.4 billion for financial year 2024/25. This is an unconditional allocation which means that the County

Govemments can independently plan, budget and spend the funds. With the resources, therefore, County

Page l0 of 13
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Governments are able to prioritize projects and allocate resources, thus optimizing their potential for
economic development.

19' Stable and Predictable Allocations ofCounty Governments, vertical Share ofRevenue: The
County Govemments' equitable share of revenue raised nationally has been protected from reductions
that may be occasioned by shortfall in revenue raised nationally more so in the advent of the eifects of
projected global economic downturn in 2025. According to clause 5 of the Division of Revenue Bill
(DoRB) 2025' the National Government will bear any shortfall in revenue raised nationally.

20' Need for Flexibirity in Responding to Emergencies and other Temporary Needs: The
National Govemment equitable share ofrevenue has an allocation ofKSh. 5 billion for the contingencies
Fund established pursuant to Article 208 0fthe constitution. This Fund will be used to meet the demands
arising from urgent and unforeseen needs in all Counties that suffer from calamities in the manner
contemplated under Sections l9 - 2l of the Public Finance Management Act, 20 12. In addition, the public
Finance Management Act, 2012 requires each county Government to set up a county Emergency Fund.
County Governments are, therefore, expected to set aside budgets to respond to emergency functions.

2l' It should be noted that after taking into account all the other factors contemplated under Article
203(l) of the constitution, including the needs of County Governments, there are no resources le{t to
finance other National Government needs, such as defense, roads, energy among others. In fact, the
National Government is left with a deficit amounting to KSh. 64.6 billion to finance needs of other non-
discretionary expenditures such as salaries of National Government staff. To bridge this financing gap,
the National Government witl require additional borrowing which may negatively impact on the fiscal
consolidation plan.

Summary of Deviations from the Recommendations of the Commission on Revenue Allocations

22' The County Allocation of Revenue Bill (CARB), 2025 proposes to allocate county govemments
an equitable share of KSh. 405. I billion from the shareable revenue raised nationally to be shared among
county governments on the third basis formula for sharing revenue approved by parliament under Article
2l'l of lhe Constitution. The CRA, on the other hand, recommends county Govemments, equitable share
ofrevenue of KSh.4l7.4 bitlion as an unconditional allocation to be shared among county governments
on the proposed fourth basis formula for sharing revenue submitted to Parliament for consideration and
approval pursuant Artiele Zl7 ofthe Constitution.

23' The difference between the proposed allocation by the National Treasury and CRA is occasioned bv:

Page ll of 13
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(a) Adjustment for Revenue Growth: - While the National Treasury has proposed an increase of KSh.

17.6 billion to county governments' equitable share, the CRA has proposed an increase of KSh. 30.0

billion, in FY 2025126, resulting into a difference of KSh.l2.4 billion; and

(b) Assumptions Used in Arriving at the Respective Shares: - Both the National Treasury and the

CRA have made varying assumptions in arriving at the respective proposals on County Equitable

Share for FY 2025126, as discussed in paragraph 29 for the National Treasury; and paragraph 30 for

the CRA

Table 3 analyses the approaches by CRA and the National Treasury in computing the proposal on the

division ofrevenue between the national and county governments in FY 2025126.

Table 3: Comparison of approaches towards recommendations of the Commission on Revenue
Allocation and the National Treasury on the equitable share of revenue proposed for FY 2025126

Expenditure Item CRA National Treasury Vrriance
A(nillion) B(million) C=(A-B(million))

1. Equitable Revenue Share in FY 2024125 387,425 387,425 387,425
Add:

2. Increase in Revenue Allocation 30,000 t7,644 12,366
TOTAL EQUITABLE OF REVENUE = (2+3) 417,425 405,069 12,366

Source: The National Treasury

Assumptions Used in Arriving at the Respective Shares

24. In arriving at the allocation of KSh. 405. I billion, the National Treasury was informed by the

following economic assumptions:

(D The Equalization Fund arrears to be financed from the National Government's share of
revenue;

(iD That there will be no major economic shocks negatively affecting forecasted revenue in

financial 2025/26;

(iiD That Ordinary revenues projected at KSh. 2,835 billion (14.7 % of GDP) from

KSh. 2,631.4 billion (14.6% of GDP) in financial year 2024125 is attainable;

(iv) That there shall be stability in interest rates and foreign exchange rates;

(v) That inflation shall remain stable within the government target of 5t2.5 percent;

(vi) That there shall be a steady GDP growth momentum with a projection of 5.3 percent in

2025; and

Page 12 of 13
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(vii) That County Governments will continue to enhance their Own Source Revenues to reduce

overreliance on national transfers and improve their fiscal sustainability.

25. In arriving at the allocation of KSh. 417.4 bitlion, the CRA was informed by the following factors:

(a) The need to ensure adequate resources for counties to perform assigned functions

(b) To provide for counter-part funding of shared commitments for County aggregated parks and

community health promoters

(c) The need to ensure County Governments are able to meet financial obtigations of non-
discretionary commitments such as Housing Levy and Universal Health coverage

(d) The need to ensure no County gets lower allocation than that for FY 2024/25upon the
application ofthe fourth basis revenue sharing among counties.

(e) Predictable and stable allocation to Counties in line with Article 203 (2) (c) & j
(f) Meeting of National Government provisions for National Debt and obligations under Article

203 (t) (b).

Conclusion

26. The proposals contained in the Bill take into account the financial objectives set out in the 2025 BpS
and are intended to achieve fiscal sustainability against the backdrop of escalating expenditure
pressure on the fiscal framework occasioned by an increase in Consolidated Fund Services (CFS) and
the persistent underperformance of ordinary revenue.

27. The proposed equitable share allocated to County Governments in the County Allocation ofRevenue
Bill (CARB), 2025 has also taken into account the approved Third Basis Formula for Revenue
Allocation. The proposed KSh. 405.1 billion allocations among County Governments pursuanr to
Article 217 of the Constitution is equivalent to 25.8 percent of the audited and approved actual
revenue for financial year 2020/21. This is above l5 per cent minimum threshold required under
Article 203(2) of the Constitution.
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