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RECOMMENDATION ON SIIARING OF REVENUE FORTHE
FINANCIALYEAR 2oz3/24
Pursuant to Article zt6 (tXa) of the Constitution, the Commission on Revenue
Allocation (CRA) is mandated to make recommendations concerning the basis for
equitable sharing of revenue raised by the national government, between the
national and county governments. Section 19o (t) of the PFMA (zorz) requires
that the recommendation be submitted at least six months before the beginning
of the financial year or at a later date agreed between the Cabinet Secretary and
the Commission on Revenue Allocation.

In this regard the Commission hereby submits the recommendation on the
equitable sharing of revenue for financial year 2o2S/z+. The Commission
recommends that the national government be allocated Ksh. z,r5o.3 billion and
county governments Ksh. 4o7 billion. This is based on the projected shareable
revenue of IGh. 2,966 billion for the financial year zozg/24.

In addition, the Commission recommends that Ksh. 8.7 billion be allocated to the
Equalisation Fund. Article zo4 requires that o.S percent of the most recent audited
and approved accounts of revenue be paid into the Equalisation Fund.



I

lrrl The Commission frirther recoulmends that the national government through the
Kenya National Library Services tmnsfers Ksh. 4eq.6 million to 3g counties as

recurrent expenditures on Iibrary staff.

The Commission also recommends that in line with the Mining Act zo16, 3o
percent of the mineral royalties for the financial year zoz3/24 be transferred to the
six beneficiary county governments.

Enclosed herewith, {ind the detailed recommendation, which also presents the
determination of each county's equitable share based on the Third Basis for
revenue sharing approved by Parliament in September 2o2o.

Sincerely,

Dr. Jane Kiringai, EBS

CHAIRPER,SON
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EXECUTTVE SUMMARY

The financial year zozglz4 recommendation on the equitable sharing of revenue
between the national and county governments has been prepared against a

backdrop of a recovery in economic growth following the containment of the
corona virus disease pandemic. The world real Gross Domestic Product recorded
an accelerated growth of 5.8 percent in zozr. This growth was witnessed across
Organisation for Economic Cooperation and Development members, as well as in
Africa Eastern and Southern economies. These economies are estimated to have
expanded by S.z percent and 4.3 percent in zozr compared to a contraction of 4.s
percent and 2.9 percent in zozo, respectively. Global economic growth is expected
to moderate to 4.4 percent in zozz.

Sub-Saharan Africa's real Gross Domestic Product is estimated to have grown by
4.1 percent in zozr compared to a contraction of r.9 percent in zozo. The growth
was driven by high commodity prices, international tourist arrivals and increased
agricultural production. Sub-Saharan Africa's economy is expected to grow at 3.6
percent in zozz.

East African Community's real gross domestic product is estimated to have
expanded by +.g percent in zozt compared to a growth of r.o percent recorded in
2o2o. Growth in East African Community's economy is expected to decline to 4.o
percent in zozz due to the lingering effects of the corona virus disease pandemic,
effects of climate change, and regional conflicts and tensions. In zoz3, growth in
the region is likely to rise to 4.T percent.

Kenya's economy grew by Z.S percent in zo2t, which was higher than the world
and sub-Saharan Africa's growth rates. The growth rate was supported by the
resumption of most economic activities after the lifting of the coronary virus
disease pandemic containment measures. The economy is expected to grow by S.S
percent in 2c.22 and S.2 percent in 2c.23 The rebound in the economy
notwithstanding, the country faces a number of downside risks associated with
rising inflation and depreciation of the Kenya Shilling against major currencies.
Although the inflation rate was within the target in zozt, it has risen to above 7.5
percent in the second half of 2022. This has been driven mainly by widespread
drought and sustained increases in commodity prices due to supply chain
disruptions.

The improved economic performance in the Kenyan economy is expected to lead
to higher revenues. The shareable revenue for the financial year zozglz4 is
projected to grow by rZ percent from an estimate of Ksh. z,r9z billion in the
financial year 2o22/zg to Ksh. 2,566 billion. Based on this projection, the
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Commission recommends that for financial year 2o23f24, the national
government be allocated Ksh. z,r5o.3 billion and county governments Ksh. 4o7
billion.

The Commission also recommends that the national government through the
Kenya National Library Services transfer Ksh. 424.6 million to 33 counties as

recurrent expenditures on library staffworking in the affected counties and in line
with the Mining Act zot6, Bo percent of the mineral royalties for the financial year

zozglz4 be transferred to the beneficiary county governments. The county
governments shall be expected to establish a Fund into which the ro percent
allocation set aside for community projects and programmes shall be deposited.

Based on Article zo4 and the most recent audited and approved accounts for the
financial year 2otgfzo amounting to IGh. t,T1o.g billion, Ksh. 8.2 billion be
allocated to the Equalisation Fund.

In accordance with the provisions of Section tgo (txb) of the PFMA 2012, the
Commission presents the determination of each county's equitable share based on
the Third Basis for revenue sharing approved by Parliament in September 2o2o.

lx



1.O INTRODUCTION

The Commission on Revenue Allocation (the Commission) is mandated by
Article zt6(tXa) of The Constttutton of KenAo 2o1o to make recommendations
on the basis for the equitable sharing of revenue raised nationally between the
national and county governments. Section tgo(r) of the Public Finance
Management Act (PFMA) 2012 requires the Commission to make the
recommendations six months before the beginning of the financial year or at a
later date agreed between the National Treasury and the Commission.

In determining the equitable share to each level of government, the Commission
is guided by the provisions of Article zog(r), which sets the criteria to be
considered in the sharing of revenue. In addition, Article zo3(z) provides that
for every financial year, the equitable share of revenue allocated to county
governments shall be not less than fifteen percent of all revenue collected by the
national government. This amount is calculated on the basis of the most recent
audited accounts of revenue received, as approved by the National Assembly.
The most recent audited and approved accounts are for the financial year
zorg /zo.

The recommendation for the financial year zozg/24 is the twelfth that the
Commission is making since the beginning of devolution in the financial year
zorzfrg. This recommendation has been made against the backdrop of
economic recovery from the effects of the Corona Virus Disease (COVID-I9)
pandemic, which is expected to improve revenue performance.

The rest of the recommendation is organised as follows; Section Two assesses
the performance of the economy while Section Three evaluates the national and
county governments fiscal frameworks. Section Four presents the
recommendation on equitable shares of revenue between the national and
county governments. Section Five summarises the financing of national and
county governments' functions and Section Six details the sharing of revenue
among county governments for the financial year zoz3lz4.

1



2.O. PEII.FORMANCE OF THE ECONOMY

2.1 Introduction

This section analyses the real and monetary sector indicators that drive
economic performance. The analysis of the size and structure of the economy
assists in evaluating revenue performance which informs revenue sharing
between the national and countygovernments. In addition, the section analyses
the economic performance of Kenya's major trading partners and their impact
on the country's economy.

z.z Real Sector

2.2.1 Gross Domestic Product

At the global level, world real Gross Domestic product (GDP) recorded an
accelerated growth of 5.8 percent in zozr compared to a contraction of 5.4
percent in zozo as shown in Figure r. The growth was supported by easing of
measures that were put in place to control the spread of COVID-r9. This
resulted in an improvement in global trade as well as increased activity in the
industrial and services sectors of most economies. The accelerated growth was
witnessed across Organisation for Economic Cooperation and Development
(OECD) members, as well as in Africa Eastern and Southern economies. The
OECD and Africa Eastern and Southern economies are estimated to have
expanded by S.z percent and 4.3 percent in zozr compared to a contraction of
4.5 percent and 2.9 percent in zozo, respectively.

r: Global GDP Growth Rates (%)
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The global economy is projected to grow at 4.4 percent in zozz as the world is
expected to cope better with the COVID-I9 pandemic. However, the growth is
likely to be dampened to 3.2 percent in zozz and 2.6 percent in zoz3 due to the
supply chain disruptions caused by Russia-Ukraine war, high inflationary
pressures and the slowdown in China due to possible resurgence of COVID-r9
pandemicl.

Sub-saharan Africa's real GDP is estimated to have grown by 4.tpercent in
2o2L compared to a contraction of r.9 percent in zozo. The growth was driven
mainly by high commodity prices, international tourist arrivals and increased
agricultural production. However, the recovery was slower compared to the
global growth, due to the onset of the second and third waves of COVID-I9
infections between January and July 2e.21, and low oil production in oil-
producing countries.

Growth in sub-Saharan Africa is expected to fall to 3.6 percent in zozz but rise
marginally to 3.9 percent in zoz3. The recovery is likely to be affected by high
oil prices, supply chain constraints, high inflation and increasingvulnerabilities
to debt".

East African Community's (EAC) real GDP is estimated to have expanded
by +.g percent in zozr compared to a growth of r.o percent recorded in zozo.
The growth was supported by favourable weather conditions in most of the
countries in the region which resulted in bumper cereal output. Tanzania's real
GDP grew by +.S percent in zozr compared to z percent in 2ozo as shown in
Figure z. Rwanda's economy grew by ro.9 percent in zozr compared to a 3.4
percent contraction recorded in zozo. Uganda's economy rebounded from a
contraction of 2.9 percent in zozo to a growth of 3.4 percent in zozt, largely
supported by increased household demand and exports.

Growth in EAC is expected to decline to 4.o percent in zozz due to the lingering
effects of the COVID-I9 pandemic, effects of climate change, and regional
conflicts and tensions. In 2028, growth in the region is likely to rise to 4.7
percents.

1 IMF world economic outlook, October zozz
,Ibid
3 African Development Bank, East Africa Economic Outlook, October zozz

3



2: EastAfrican s GDP Growth Rates o-//o

Source of data: World Bank

Kenya's economy recoverd from the adverse effects of the COVID-I9 pandemic
and grew by Z.S percent in zozr compared to a contraction of o.3 percent in
2o2o as shown in Figure 3. The rrecovery was driven mainly by resumption of
most economic activities after the lifting of the COVID-I9 containment
measures.

GDP Gronrth Rates

Source of data: KenyaNational Bureau o/Sratisrrcs
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Kenya's growth is expected to remain strong at 5.7 percent in zozz but projected
to slow down to S.3 percent in zozgo. The high inflationary pressure is likely to
have a negative effect on the growth. The Russia-Ukraine war is likely to have a
marginal effect on Kenya's growth. The value of trade between Kenya, and
Russia and Ukraine combined accounted for less than 2.1 percent of total traded
goods between zor5 and 2o2o.

The decomposition of the GDP by sectors shows that in 2o2L, Agriculture,
Forestry and Fishing, Real Estate, Manufacturing, Wholesale and Retail trade
sectors contracted marginally while Finance and Insurance, Transport and
Storage, and Education grew marginally (Figure 4).

Figure 4: Sector Contribution to GDP (%)
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The manufacturing sector is a key contributor to revenue, therefore its
performance has an effect on the quantum of revenues available for sharing
between the two levels of government.

2.2.2Inflation

Kenya's inflation remained within the target of 5 + 2.5 percent from 2o2o to
June 2022. However, inflation has been on an upward trend from February
2022, breaching the Central Bank's ceiling of 7.5 percent in June 2c22 (Figure

5

4Ibid
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The surgein inflation has been driven mainlybyincrease in food and fuel prices.
Core inflation has remained below one percent reflecting a stable monetary
policy (Figure 6).

6: Food, Fuel and Core Inflation Rates )
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2.3 Monetary Sector

2.8.1 Interest Rates

Short-term interest rates remained fairly low and stable supported by sufficient
liquidity in the money market. In zozr and the first half of zozz the Central
Bank Rate (CBR) was retained at 7.o percent to stimulate growth and bolster
economic recovery following the effects of the COVID-I9 pandemic. However,
during the second half of zozz the CBR has been increased from 7.5o percent
in May to B.z5 in October (Figure 7). The increase was occasioned by the need
to contain the rising inflationary pressures arising from a surge in commodity
prices and the supply chain disruptions. This has a had a knock-on effect on the
Treasury Bills rates.

Interest rates on the gr-dayTreasury Bills rose from 6.6 percent in Augusl2o2t
to 8.6 percent in August 2or22. Over the same period, the r8z-day Treasury Bills
rate increased fmm 7.r percent to 9.S percent whereas, the 364-day Treasury
Bill rate increased from 2.4 percent to 9.9 percent.

Short Terrn Interest Rates

Source of data: Central Bank of Kenya

Increased CBR has led to marginal rise in the commercial banks'lending rates.
The lending rates which determine private sector borrowing increased from rz.r
percent in September zozr to rz.4 percent in September zozz (Figure 8). The
increased lending rates are likely to lead to decline in private sector borrowing.
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2.8.2 E:xehange Rates

The Kenya Shilling weakened against the United States Dollar (USD) by g
percent between October 2o2r and October 2c.22. The weakening of the Kenya
Shilling is attributed to the high demand for the USD from importers especially
those trading in crude oil and other imported goods such as cooking oil and steel
(Figure 9). Over the same period, the Kenyan Shilling strengthened against the
Sterling Pound and the Euro by 8 and rr percent respectively. The appreciation
of the Kenya Shilling against the Euro and the Pound is attributed to the lower
cost of imports from the Euro Zone and the United Kingdom.

8



9: Kenya Shilling Rates

Source of data: Central Bank of Kenya

Exchange rate movements influence the trade balance and repayment of public
debt. The depreciation of the Kenya Shilling against the USD is expected to
lower export prices, thus increasing the volume of exports while increasing the
price of imports. In addition, the weakening of the Kenya shilling against the
USD is expected to increase the country's debt repayment given that about 68
percent of the external debt was dollar denominated as at the end of June2o22.
The appreciation of the Kenya Shilling against the Euro and Sterling Pound is
expected to reduce earnings from horticultural exports, which mainly depend
on the European markets.
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3.o. FrscAL PERFORMANCE

3.1. Introduction

This section analyses the performance of both revenues and expenditures of the
national and county governments. The section also looks at the performance of
public debt and pending bills.

3.2. Performance of Nationally Raised Revenue

Actual ordinary revenue performance was close to target from the financial
years zottf rz to zor4/15. However, between the financial years zo15/16 and
zozof zt actual revenues fell below targeted revenue, with the highest shortfall
of Ksh. go+ billion in zorg/zo (Figure ro). This shortfall was due to the
administrative and tax policy measures undertaken to cushion households and
businesses from the effects of COVID-r9 pandemics.

Following the lifting of the COVID-r9 pandemic containment measures in 2o2o
and zozr and implementation of economic recovery strategies, the economy
rebounded strongly as was shown in Section z. This has had a positive effect on
ordinary revenue collection, which surpassed target by 9.6 percent in the
financial year 2o2rf 22.

ro: Actual and Revenue in Ksh. Billion

Source of data : National Treasury
* Projections

5 The administrative and tax policy measures include: restrictions on movement of persons and goods, public gatherings, and
dusk to dawn curfew. The tax policy measures include; a reduction in turnover tax rate (from 3 to r percent), a reduction in the
corporate and individual income tax rate (from 3o to z5 percent), and a reduction in the Value Added Tax (VAT) rate (from 16 to
r4 percent).
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Analysis of revenue by main tax heads reveals that between the financial year
zotglzo and zozrfzz, excise duty had a consistent shortfall. The contribution
of other income tax (corporation tax) registered the highest positive outturn of
Ksh. 32.3 billion in the financial year 2o2lf zz as a result of the restoration of
the tax rate to 30 percent. Value Added Tax (VAT) registered a short fall in
financial year 2o19/zo due to the reduction in the rate from 16 percent to 14
percent. However, it had a positive outturn in the financial years zozof zt and
zoztf zz following a restoration of the rate to 16 percent (Table r).

Table r: Performance of the Main Tax Heads (Ksh. Billion)
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Although revenue performance in absolute value has been on the increase year-
on-year, it declined as a percentage of the GDP from financial year 2oto /tt to
2o2of 2r as shown in Figure rr. The revenue performance has been affected
negatively by underperformance in output from the manufacturing sector
which is the highest contributor to revenue at lS percent.

Revenue as a percentage of GDP improved between the financial years zo2of 2t
and zozrf22, where total revenue to GDP increased from 15.9 percent to 17.3
percent and ordinary revenue to GDP increased from r3.7 percent to 15.1
percent. This was mainly attributed to the lifting of the COVID-r9
administrative and tax policy measures. Total revenue to GDP and ordinary
revenue to GDP are expected to remain at tT.S percent and $.1 percent in the
financial year 2o22f 28.
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rr: Pedormance of Revenue as Percent of GDP

Source of data: Notrbnol Traosury * ho;'ections

B.B. Revenues from Royalties

Revenues from natural nesources form part of the nationally raised revenues
and include proceeds from royalties and other levies from extractives. Article
6q(r) obligates the State to ensure sustainable exploitation, utilisation,
management and conservation of the environment and natural resources, and
ensure the equitable sharing of the accruing benefits. There are various legal
provisions on revenue sharing from natural resources as stipulated in the
Mining Act 2016, Petroleum Act 2019 and Enerry Act zor9. The revenues
collected from roydties are as shown in Figure rz.
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12: Natural Resources Revenues

Source of data: Natrbnol TYeasury *hro;'echbns

Regulations on sharing of natural nesources royalties harre not been finalised
and this has im@ed the sharing to the beneficiary counties. A framework has
been developed and a multi-agency task force has been established to finalise
the regulations.

There are six counties with mineral operations occurring, namely; Kilifi,
Kajiado, Nandi, Taita/Taveta, Kwale and Kiambu. Table z provides a summary
of mineral royalties projection for the financial year zozzf zg.

Table z: Mineral Royalty Estimates for Ff zozz/23, Ksh. Million

roifi MombosaCemmlrd

Athi River Mining Ltd

Bambud Cement Co. Ird

National Cement Ltd

TltaCh€mi&alUagdi lrd
Kilima pesa Gold Mining Ltd

I6rebe 6s16}dinint Ltd

Samurudha Resource Ltd

Base fitanium Ltd
Carbacid (COz) Ltd

Total

I(ajiado

Source of data : National TVeasury
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8.4. Structure of Government Expenditures

Development and net lending, and county transfers as proportions of total
government expenditure have been on the decline. However, allocation to
interest pa5rments has increased from 9.6 percent in zoro/u to 19.r in zozrf zz
(Figure $). Pension and other Consolidated Fund Services has increased over
the years and is projected to reach 4.T percent of government expenditure in the
financial year 2o2g/z4.The increase in interest payments and pension crowds
out development expenditures.

Figure r3: Government Erqlenditures as a Percentage of Total
and Net

Source of data: Natrbnal Theasurg * hojections

The gap between revenues and expenditures as percentage of GDP has averaged
seven percent sinee financial year 2013/t4 as shown in Figure 14. This fiscal
deficit has remained above the five percent government target and three percent
EAC convergence target.
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: Total Revenues and as of GDP

Source of data: Natr:onol Trmsury

Fiscal deficit as a percentage of GDP increased from T.l percent in the financial
year 2019 /zoto 8.2 percent in zozo/zr. The fiscal deficit, however, declined to
6.3 percent in the financial year 2o2l f zz as a result of the government's fiscal
consolidation efforts. The deficit is expected to decline further to 4.3 percent in
the financial year zozg/24 due to the government's ongoing measures of
containing the growth in non-priority expenditures and increasing revenues.
(Figure r5).
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3.5. Public Debt

The total stock of public debt has increased consistently and is projected to
reach Ksh.ro,re3.5 billion in the financial yeat 2o2glz4 to accommodate the
fiscal deficit (Figure 16). This increase led to breach of the debt threshold
necessitating Parliament to reviewthe threshold twice in the last three financial
years. In financial year zotgf zo, Parliament reviewed the debt threshold from
So percent of GDP to an absolute value of Ksh. 9,ooo billion. This was reviewed
to Ksh. 1o,ooo billion in the financial year 2o2tlzz.The projected public debt
stock shows that the country is likely to breach the threshold by financial year
zoz3/24.

16 : Public Debt Stock

Source of data: Nahbnal Treasury * Projections

The public debt as a percentage of GDP increased from S9.t percent in the
financial year 2ot7lr8 to 67.7 percent in zozof zt. However, it is projected to
decline to 6z.r percent in zozg/24, which is above the 55 percent threshold6 .

Kenya's external debt sustainability in terms of exports is in breach of the
present value (PV) of debt-to-exports and the debt service-to-exports ratio
thresholds as shown in Figure 17. The present value of Public and Publicly
Guaranteed (PPG) external debt as a share of GDP remains below the 4o
percent threshold, reflecting fiscal consolidation efforts and a mix of debt
instruments that favour concessional borrowingz.

6 Joint World Bank-IMF Debt SustainabilityAnalysis April 2021 rates Kenya at medium debt-carrying
capacity
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Overall, Kenya's risk of debt distress has been classified as high by both the
World Bank and IMF due to slow growth in exports and GDP. Notably, the
external debt service-to-exports ratio is likely to exceed the threshold by 14
percent inzoz4 mainly due to the repayment of maturing commercial debt. The
debt service-to-revenue ratio is below the threshold in 2o2o and zozr.

1 : External Debt Thresholds

Source ?)rosury *&ojectrbns

Interest payments have been rising as the stock of public debt increases. It
absorbed 3o.t percent of the ordinary revenue in the financial year 2021 /zz and
this is expected to rise to 3r.S percent in zozz/23 (Figure r8).
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Figure 18: Total Interest Payment as a Percentage of Ordinary
Revenues
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Interest payments is a first charge on ordinary revenue and therefore an
increase in the payments Iead to a reduction in the revenue available for sharing
between the two levels of government.

3.6. County Governments Fiscal Framework

3.6.1 County Revenues

Revenues to the county governments consist of four main sources namely:
equitable share transfers, grants, Own Source Revenue (OSR) and borrowing.
Nationally raised revenue is shared equitably between the national and county
governments and among county governments in line with Articles zoz andztT
respectively. Article zoz(z) provides for additional allocations to county
governments from the national government's equitable share conditionally or
unconditionally. In addition, counties receive loans and grants from
development partners.

Article 209(3) further empowers county governments to raise their own
revenue by imposing property rates, entertainment taxes and any other tax that
may be authorized by an Act of Parliament. County governments may also
impose fees and charges on services they provide. Article zrz provides for
countyborrowing. The countyborrowing framework provides that counties can
borrow up to 20 percent of their total revenues. However, to date no county has

borrowed.
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A total of Ksh. g,B2g.7 billion has been allocated to the county governments
between the financial years zorzf rg and zozzlzg. This consists of equitable
share of Ksh. 2,qSS.S billion and conditional grants of Ksh. 574.2 billion of
which, Ksh.zr9.6 billion is loans and grants from development partners (Figure
rg). The revenues for the financial year 2ol2lr3 amounting to Ksh. 9.8 billion
include only the fourth quarter following the general election held in March
2O13.

Figure 19: County Transfers (Ksh. Billion)

Source of Data: Controller of Budget

Further analysis of the county governments'total revenue reveals that equitable
share allocation contributes on average Bo.r percent. The proportions of OSR
and conditional grants to total county revenue averaged ro.z and 9.7 percent
respectively as shown in Figure 20.
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20: Contribution to Governments' Total Revenue

Source of Data: Contrcller of Budget
*OSRfor FY zozz/23 is bosed on the octual cullationfor FY zozt/zz

Conditional grants from the national government to the counties
amounted to IGh. $4.6 billion from financial year 2o12/g to 2o,22129. The
grants for the financial year 2o12/g amounting to IGh. 6.7 billion include only
the fourth quarter following the general election held in March 2013. The details
of the specific conditional grants are summarised in Appendix 1. The
conditional grants supplement financing in health, roads and education sectors.
However, in the financial year 2o2t f zz,four conditional gmnts were converted
into equitable share. These are: grants to level 5 hospitals, user fees foregone,
Road Maintenance kvy Fund (RMLF) and grants for rehabilitation of village
polytechnics. The remaining two grants namely: Managed Equipment Scheme
(MES) and construction of county headquarters amounting to Ksh. 5.65 billion
in the financial year 2o22l23 have contractual obligations (Table 3).

Table 3: Summary of National Government Conditional Grants
Ksh. Billion

4.S 4.5 4.5 9.4 6,2 6.2 7.2 5.2 47.7

o.6 0.6 o.49 o.3 o.3 o.45 2.24

Source of data: CARAuarious tssues

Conditional grants from development partners are earmarked for
financing health, agriculture, urban development, water and sanitation, social
protection and capacity building as summarised in Appendix z. Some of the
conditional grants from development partners are earmarked for particular
counties based on the donor priorities.
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County governments have raised a total of Ksh. 313.4 billion in own source
revenue between financial years zorzf rg and zozr lzz. The OSR for the
financial year 2ot2/r3 amounting to Ksh. 6.8 billion include only the fourth
quarter following the general election held in March 2013.

Notwithstanding continuous capacity building, institutional and legislative
support OSR collection has been sporadic and below the target as shown in
Figure zr. Ongoing efforts to develop and implement an integrated county
revenue management system will reduce revenue collection administrative
costs and seal leakages. Nonetheless, this requires political commitment by the
county leadership.

zr: Perforrnanoe of OSR (Ksh. Billion)

Source of Data: Controller of Budget

8.6.2 CounQr Expenditurc Performance

Section rc7 of the PFMA 2ot2 requires that over the medium term, counties
allocate a minimum of 3rl percent of their total budget to development
expenditure and no more than 35 percent on personnel emoluments. Counties'
actual expenditures on development averaged zB.5 percent over the period
zotTlrS to zoztfzz. Only t2 counties had their actual development
expenditures above 30 percent as shown in Figure zz. Appendix 3 provides the
county expenditures by economic classification.
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Figure zz: Average Development Errpenditure (o/o) for Ws zotT/t8
to zoz qra,

Source of Data: Contrcllt of Budget

Section to7 of the PFI\,IA and Section zS(tXb) of the PFMA County Regulations
require that county governments'wage bill shdl not exceed 35 percent of their
total revenue. However, analysis of county expenditure reveals that most
counties spent a significant proportion of their budget on personnel
emoluments during the financial years zotT/t8to zoztf zz. Only five counties
namely Mandera, Tana River, Marsabit, Kilifi and Kwale had their personnel
emoluments within the PFMAliurit of 35 percent as shown in Figure 23.

Figure zg: County Average Wage Bill (%) for FYs zotT/r8 to
2()2 22
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8.6.3 County Pending Bills

County governments prepare balanced budgets financed by equitable share,
grants and OSR. However, counties have accumulated pending bills overtime
largely due to the underperformance of OSR and expenditure management
challenges. The pending bills for the counties as at June 5o,2e.22, amounted to
Ksh. r53.oz billion as shown in Figure 24. Appendix 4 presents a summary of
pending bills by county as at June 2e.22.

Coun Bills

Source of data: Contrcller of Budget

A significant portion of these pending bills amounting to IGh. 15r.68 billion
(gg.t percent) is by the County Executives while Ksh. t.34 billion (o.9 percent)
is by the County Assemblies. Nairobi City County accounted for IGh. gg.+ billion
(69.S percent) of the stock of the pending bills followed by Kiambu at Ksh. S.8Z
billion and Mombasa at Ksh. 5.zz billion as shown in Figure z5 and Figure 26.

Figure z5: County Executive Pending Bills as at June 2o2z (Ksh.
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Figure z6: County Assembly Pending Bills as at June 2oz2 (Ksh.
Million)

Source ofdata: Contrcller of Budget

The bulk of the pending bills for Nairobi City County are for statutory creditors
(Ksh. +6.6 billion), of which IGh. 4 billion constitute I.apfund and Ksh. zo
billion taptrust. Government guaranteed loans constitute Ksh. r5.3 billion. This
is shown in Table 4.

TabIe : Stock of Nairobi Bills-Ksh. Million

creditors
Suppliers/Contractors
Iagal creditors
Utilities
Banhloans
Contingent liabilities
Emplofreesb€nefib
Total

Source of Data: Nairobi CitA CountA BROP zozz
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4.o RECOMMENDATTON ON EQUITABLE SHARES

Article zoz(r) stipulates that the nationally raised revenue shall be shared
equitably among the national and county governments. The shareable revenue
is defined in the Constitution and Section z of the CRAAct, 2011 as:

"all tqxes imposed by the national gouernment under Arttcle zog of the
Constttuti.on and any other reuenue (including inuestment income) that may
be authorized by an Act of Parliament, but excludes reuenuess referred to
under Articles zo6(t)(aXb) and zog (4 of the Constimron".

The performance of ordinary revenue is summarised in Table 5.

Table 5: Revenue Performance for the Ffs zor3 /t4to zozglz4,
Ksh. Billion
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Source of data: Natronal Tleasury
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Recommendation on Equitable Shares of Revenue for Financial
Year zo21/24

The shareable revenue is projected to increaseby 17 percent from Ksh. z,r9z
billion in the financial year 2022/zgto Ksh. 2,566.o billion in the financial year
2o2g/24. Informed by the performance of revenue, the Commission
recommends an increment in the allocation to each level of government for the
financial year 2o2Slzq.Therefore, the national government allocation be
increased from Ksh. r,8r4.8 billion to Ksh. 2,1So.3 billion and county
governments' allocation be increased from Ksh. 37o billion to Ksh. 4o7 billion.
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In line with Article 2o4that provides for an allocation of o.5 percent of the most
recent audited and approved accounts amounting to t,7yo.g billion, Ksh. 8.2
billion be allocated to the Equalisation Fund for financial year zoz3lz4.

The recommendations are summarised in Table 6.

Table 6: Recommended Equitable Share of Revenue to the two
Levels of Government-Ksh. Billion

r,814.8 2,15O.3

37o
7.r

2r191.9

407
8.2

21566
Source ofdata: CRA

The county governments allocation of Ksh. +oZ billion is equivalent to 23.5
percent of the most recent audited and approved accounts for the financial year
zorg/zo amounting to Ksh. t,Tgo.g billion.

Other Recommendations :

r. Transfer of Recurrent Exlrenditure Under the Library
Function to Beneficiary Counties

Library services are devolved under the Fourth Schedule of the Constitution.
There are 6z libraries in Kenya spread in 33 Counties. Out of the 6z libraries,
three namely: Buru Buru, Milimani and Nakuru have been retained by the
national government for strategic importance.

The Commission recommends that Ksh. 424.6 million in recurrent expenditure
due to 59 libraries be transferred to g3 beneficiary counties in the financial year
zozg/24. This transfer will cease to exist once the Fourth Basis for revenue
sharing among county governments is approved by Parliament.

z. Sharing of Mineral Royalties

Section tBS (S) of the Mining Act zo16 provides that proceeds from mining shall
be apportioned as follows: 70 percent to national government, 20 percent to
county government and 10 percent to the community where mining operations
are carried out.

There are six counties with mineral operations occurring, namely; Kilifi,
Kajiado, Nandi, Taita Taveta, Kwale and Kiambu. Table 7 provides a summary
of projections of mineral royalties for the financial year zozzf zg.
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Table 7: Sharing of Mineral Royalties between the National and
Governments Ksh. Million

Kilifi Mombasa Cement Ltd

Kajiado

Nandi

Source of data : The Notional ?reosury

The Commission recommends that 30 percent of the mineral royalties for the
financial year 2023/z4be transferred to the beneficiary county governments.
The Commission further recommends that the beneficiary county governments
establish a Fund into which, the to percent component for the beneficiary
communities will be deposited.

A multi-Agency task force put in place in November zozz needs to expedite the
preparation of regulations to guide the sharing and utilisation of the to percent
community component. The mining regulations once approved by Parliament
will provide a sharing framework among the communities.

Taita/Taveta

Kwale

Kiambu

Athi River Mining Ltd

Bamburi Cement Co. Ltd
National Cement Ltd
Tata Chemichal Magadi Ltd

Kilima pesa Gold Mining Ltd

Karebe Gold Mining Ltd

Samunrdha Resource Ltd
BeseTitenium Lrd

Carbacid (CO2) Ltd

Totd

28o.5

23.5

288.2

303.7
246.9

15.87

L9.22

29.13

11124

rg€i:l

r'35(l

84.r

7.r

86.s

9t.t2
74.1

4.76

5.76

8.74

3C7

5.79

705

196.3

16.5

zor.8
212.6t

r72.86

11.11

13.45

20.39

782

13.53

,,1645
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5.o FTNANCTNG OF NATTONALAND COUNTT
GOVERNMENTS FUNCTIONS

The Fourth Schedule of the Constitution stipulates the functions and powers of
national and county governments. In addition, Article t86(z) and (S) provides
for concurrent functions. Table B presents a summary of the actual sectoral
expenditure of the national government functions for financial years zozof zt
and zoztf 22, and the estimates and ceiling expenditures for the financial years
zozz / zg and zoz3 I z4 respectively.

Table 8: Financing of National Government's Functions for F"f
2()2() 21tO Ksh. Billion

Source of Treasury

roao/er rorr/rr rog/rr zoztlzt
51.4 65.69 72.9 z+.8

Social Protection, Culture and Recreation: Sports,
Culhrc and Arts; Labour Social Securitv and Services
Educatirn: Bducation: Science and Technoloav: TSC d.aq-1 so8.rz silq.q _53q.S

Security: Defense, National IntelligenceNational
Services

167.o r83.3o 2O3.r z}o.6

Environment ltotection, Water and Natural
Resources: Environment & Natural Resources; Water
& Recional Authorities: Minine

59.3 8s.zz rro.7 t26.7

Healrh qr.q rll.qc l:6.a r4o.6

47.5 43.70 6g.g s6.7
Agriculhtre, Rural and Urban Darclopment: [rnd,
Hotrsrng and Urban Development, Agriculture,
Livcstodr Fisheries. NLf,
Public Administration and International Relations:
Presidency; Planning; Devolution; Foreign Affairs &
International Trade; National Treasury, Parliamentary
Service Commission, CRA, PSC, SRC, OAG, CoB;
IGTRC: &C.dI

272.8 324.16 347 4rf,.6

Energr, Infrastructur€ and ICT: infrastructure;
Transnort. ICT: Enerw and Petroleum) 363.9 38o.4o 968.3 364.3

Governance, Justice, law and Order: Interior;
Coordination of National Government; AG & Justice;
The Judiciary; EACC; DPP; Registrar of Political
Parties. ICI{CHR. IEBC. JSC. NPSC: NGEC: IPOA

r90.3 zzr.96 23r.9 22O.3

General Economic and Commercial Affairs:
Industrialization & Enterprise, East African Affairs;
C.nmmerce & Tourism

22.O zr.6r 24.9 25.o

Totd t.7tt.a r.sso.6s 2.O.7t 2.r92.4
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Based on the revenue sharing framework, the financing of county governments'
functions is shown in Table 9.

Table 9: Financing of County Governments' Functions for FY
zorg/zo to zoz3/24, Ksh. Billion

Source ofdata: CRA

zorg/zo zozofzr zozrf zz zozz/zg zoz3lz4

Health Services 91.5 91.5 rl.6.z u6 125.O

Planning & Dwelopment 57 57 57 56.9 6r.3

Agriculture, Livestock and
Fisheries

24.4 24.4 33 32.9 3s.4

Culture, Public
Entertainment& Public
Amenities

3.9 3.9 4 4 4.3

Youth Affairs and Sports S.6 S.6 2.6 2.6 8.2

Trade, Cooperati\re
Dercloomcnt & R.etulation S.6 S.6 S.6 S6 6.o

Roads &Transport 49.4 49.4 s8.7 s8.6 74.2

Lands, Housing and hrblic
'lVorks

7.3 73 7.3 7.3 7.9

Water, Natural Resources
& Environmental
Conservation

8.9 8.9 15.4 r5.4 16.6

PrePrimary Education 2.8 2.8 e.8 a.8 3.o

256.5 256.5 3o7.6 307 3,41.9

Public Administration 59.9 59.9 62.4 63.o 6s.t

3r6.5 316.5 370 370 407
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6.0. SHARING OF REVENUE AMONG COUNTIES FOR
FINANCIAL YEAR zoz3 / zoz4

Section 19o (tXb) of PFMA, mandates the Commission to submit the
determination of each county's equitable share in the county share of that
revenue while making recommendations for the following financial year. The
determination of .u.h .o,rrrty's equitable share in the county share of that
revenue is based on the Third Basis for revenue sharing. The Third Basis for
revenue sharing for financial year zozo/ztto zoz4f z5 is summarised in Table
10.

Table ro: Third Basis for Revenue

Health lndcx
Agriculturd index
Poprlalionindcr
Urban servicm index
Basic sbareinder
land area index
Rural access index

head count indor

Source ofdata: CRA

The Third Basis for revenue sharing has a baseline allocation to each county
equivalent to 5o percent of a county's actual allocation for financial year
zorg/zo of Ksh. 316.5 billion. The remaining amount from the
recommendation is shared based on the Third Basis. Based on this criterion,
Ksh. r5B.zS billion is shared using the zorg/zo county allocation index and the
balance of Ksh. 248.75 billion is shared using the approved Third Basis for
revenue sharing summarized in Table ro. The allocations to each county for
financial year 2023 /24 are shown in Table rr.

Table rr: Allocation to County governments for FY zo

t7
10
r8
5

2(}
8
8
r4

1(Xt

II Baringo

Bomet

Bungoma

Busia

Elgeyo-Marakwet

Embu

Garissa

Homa-Bay

Isiolo

o.or61

o.ot74

o.oz8r

o.o19

o.or22

o.o136

o.0222

o.o2r3

o.o134

o,o2o3

A
2,548

2zss.6

4,447

3,oo7

1,931

2,L52

3,5r3

3,37r

2,121

3,2r2

B

q,q8g

4,626

2,298

4,893

3,143

3,493

5,r85

5,2rO

3,o42

5,57r

D=A+B

7,o37

7,379

r1,745

7,900

5,o74

s,64s

8,6ss

8,S8o

5,r63

8,289

o.or8o475g

o.or859Se7

o.02933936

o.otg6Ttg7

o.or263699

o.o14o4o35

o.ozo84563

o.02094275

o.ot22}o64

o.02239572

l',1r,tl

l) :r'rti)

! r<rji"ao
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Kakamega

I(ericho

Kiambu

Kilifi

Kirinyaga

Kisii,

Kisumu

Kirui'

Mombrse

Murang'a

MirobiClty

Nakum

Nandi

Namk

Npmira

Nyandarua

N)'eri

Sambum

Siala

Taita-Taveta

Tana-Riwr

Tharaka-Nithi

Tlans-Nzoia

Turkana

UasinGishu

Vihiga

Wajir

West Pokot

Totals

Kwale

r'i}rlir
lamu

Mecheloc

Makueni

Mrdcre

Marsabit

Menr

Migori

o.o329

o.ot7

o.o2g8

o.033

o.o134

o.0.246

o.o216

o-o}79

o.o246

o.or32

o.oo82

o.0245

o.()234

o.og23

o.()2r4

o.0254

o.()2r4

o.0223

o.or99

o.o5o3

o.o33l

o.or69

o.0254

o.or5e

o.or54

o.orz

o.or46

o.ot83

o.or34

o.or85

o.ot24

o.o182

o.0333

o,o2

o.or47

o.o27

o.o158

l.ooo

o.03392202

o.0176643

o.03306576

o.o3031567

o.o145248r

o.o2361901

o.02176122

o.@8a35,r6

o.02064999

o.or4:Rrr34

o.00853837

o.oe495952

o.o2og1964

o.oa8?o795

o.o1897286

o.02585259

o.o2r8r()96

o.or9oa45

o.or90365r

o.o533r619

o.0.3677942

o.02038462

o.022?8744

o.01289228

o.o1526987

o.()166359r

o.o1445524

o.01922329

o.o128530r

o.or7q)488

o.01106347

o.02033534

o.03466154

o.o4r5872

o.ot29449

o.o2456659

o.or79312r

1.OOO

5,206

2,690

4,7t6

5,222

2,t2t

3,893

3,418

4,4r5

3'893

2,o89

1,298

3,8n

3,703

5,11r

3387

4,O2O

3'387

3'529

3,r49

7,960

$238

2,674

4,O20

2,405

2,437

2,70,6

28rO

2,896

2,121

2,928

r,962

2,880

5,270

3,165

2,326

4,273

2,500

158,25O

8,+98

4,394

8,22s

7,54r

3,6r3

5,875

5,413

7,o23

tr37

3,580

2,r24

6,2o9

5,204

7,r4r

4,570

6,43r

5,425

4,744

4,735

r3,262

9,r49

5,o7r

s,668

3,207

3,798

4,r38

3,596

4,782

3,r97

4,230

2,64s

5,058

8,622

5,76t

3,22O

6,ru

4,46a

248,75o

$,645

7,o84

12,94r

12,763

5,734

9,768

8,83r

11,439

9,o30

5,669

3,,22

ro,()86

8,wz

r2,253

7,957

lo,450

8,8r2

8,2i3

7,885

2t,222

14387

7,745

9,688

5,612

6,23s

6,8qq

5,906

7,678

5,3r8

7,r58

4,6o8

7,939

13,892

8,926

5,il6

1o,384

6,96r

4OT|OOO

Source ofdata: CRA zozt
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APPENDICES

Appendix 1: Summary of Conditional Allocations to the Counties from
the National F"f zo - 2()2

zotg/
14

3.4

20,6 20
r8

o.9

4.5

4.3

zorS/
19

4.3

. o.9

9.4

8.9

o.6

2

zorg/
20

4.3

o.9

6.2

8.9

o49

2

zol4l zorg/
15 t6

1.9 3,.6

o.9

4.5

3.3

t7l

4.2

o.9

4.5

11.1

o.6

2

2,750

r,05o

2,r48

4.3

o.9

6.2

9.4

o.3

2

2322Irz
2o2o zoztl zozzl
lzr

4

7.2 5.2

Source of data: County Allocotion of Reuenue Act, Yonbus Issues

Appendix 2: Summary of Conditional Grants and Loans from
Partners (Ksh. Million to zoz

- 4.3 4.1

o2

34 r.9 16.6 r8 z:t-j ai.s

o o So8 r3o2 873

8qS 422

ll.8 a3.1 Z.S 5.65

o.3 0.45

2,235

6s9s

7,838

4,600

701

231

5,ooo

370

80o

1,3oo 775

World Blrt lo.r
for Comty Heehh
facilities
DANIDA for County
Heahh facilities
World BankGrant
forUHC
IDA (WB) credit for
NARIGP
IDA (WB) gratrt for
KCSAP
IDA (WB) Srant for
KDSP Level r
IDA (WB) credit for
KUSP-UDG
DANIDA Grant for
UHC
EU Grant for IDEAS

IDA (WB) credit for
WSDP
IDA $4rB) grant for
KLSP Lelrcl2
Swedish grant for
ASDSP II
EU grant for Water
Tower Protection
and Oimate Change
Mitigation and
Atlaptation
Programme
(waTER)
IDA (WB) grant for
KUSP. UIG
KfW grantfor
DRPNK
World Bank- grant
for ELRP

667

763

986

c637

2,949

3,o39

2,30()

rr,465

r,or3

l,04O

3,800

4,OOO

2,W

7,233

3,643

r,4ro

rr465

987

493

3,500

4,890

8so

43{5

4,262

7,t20

2,rr5

6A66

goo

zr6

3,400

3,563

2,OOO

120

5,900

8zs

t,2oo

6sg

528495

396

350

32
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World Bankgrant
for KISIP a
UNFPA-gth
Country Program
Implementation
Grante and loans
from donorsOthers
IDA (WB) Credit for
FLIoCA Program -
CCIS Grant (tevel r)
IDA $4rB) Ctedit for
FLLoCA
Total

2,8oo 2,Zoo

16,581 9,889 9Br8 2,t46 7,838

16,581 13,889 to,67t 3,871 16,408 Bg,z42 38,705 3o,2o4 3,2,3,44

Source ofdata: CARA

Appendix B: Frqrenditure by Economic Classifrcation, Ksh. Billion

169 2SB

74

30t

ry7

rsl

86

e?

3t9

216

r3,

8S

tog

r68

t03

6S

90

l33

77

55

c7

296

r92

119

73

r(r4

ct6

269

t68

ro6

rt7

5r7

5,433

23r7oo

S8a 398 4ot

r79 z8z 3o3

r72 176 19o

ro8 ro6 tt2

ro5 116 99

z8a

45.7

v.7
zr.6

6+9

40

25

35

65

40.2

2+8

35

e?.6

4r

26.5

32.3

78

49.7

282

22

z.5
43-3

28.2

28.s

7l8
44.8

28

27.2

70.8

44.2

26.6

29.2

75.5

47.4

28

24.5

Source of Data: Controller of Budget
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Appendix 4: County Pending Bills-Ksh. million

Recurrent Development Recurrent
Total

189.9

35.1

500.7
t,z69.t

Total
Baringo
Bomet
Bungoma
Busia
Elgeyo

Marakwet
Embu
Garissa

Homa Bay
Isiolo
Xdirdo
I(alamega
Xaidro
Kiambu
xilifi
Kirinyaga
Kisii
Kisumu
Kitui
Kwale
laikipa
[.amu
Mrchakos
Makueni
Manden
Marsabit
Menr
Migori
Mombasa
Murang'a
Nairobi Oty
Nakunr
Nandi
Narok
Nyamira
Ny'andarua

Nyeri
Sambunr
Siaya
Taita Taveta

Tana River
Tharaka
Nithi
Tlans Nzoia
Turkana

Uasin Gishu
Vihiga
Wajir
West Pokot
Total

57.3
o.o

34r.4
535.8

8.S

r,oM.5
o.o

I.6.9

6qo.z
o.o

31.2
6s4

3'579.8
63$1
233.7

369.7
o.o

38$9
282.2

292.2
2.5

403.8
274.3

7s5.8
z8.r

379.2

3,951.6
t,4ot.7

o.o

476.r
28.o
o.o

12().o

22r.6
u8.5
242.5

305.7
414.5
r53.2

313.3

1,940.4

896.q
248.8
154.8

o.o
o.o

211451.3

$2.6
35.r

r59.3
t,227.2

S.8

r,o8e.3
L383.3

865.+
185-9

r,t7'15
24.5

.H0.6
2,216.7

845;o
249-r

r,o24.2
1,876.6

r*ae6.8
2,3or.5

556.7
r.7

32r'3
343.9

o.o

57.3
gn.8

r,r95"8
642-z

99,o58.7
302.3

55.o
4r5.3
960.o
628.s

328.5
y7.5
43:t.2
576-8
8r6.8

r88.2

9r9.4
r,35r.8

287.5

4o9.6
3,468.5

458.5
r3o,23O.5

236.9

35.r
500.7

r,83o.3

14.3

z,rz6.8
1,383.3

882.3
826-6

r,s77s
557

5o6.o
s796.5
r48o.r

+82.8
1^jq}9
r,826.6
r,6rz.8
2583.7

848.8
4.3

725.2
6r8.9

o.o
755.8
r35-{
474.o

*r474
2,044.4

99,058.7
7784
89.o

4r5.3
48o.o
950.5
447.o
7go.o
738.8
99r.4
q7o-o

5or.6

2,859.9
z,z48.z

$6.3
564.4

3,468.5
458.s

5l,68t,7

7.9
o.o
o.o
o.o

o.o

' o.o
2t.4
o.o

r5r.3

o.o
o.o
9.4

o.o

:xl5
o.o

o.o

o.o

r4.o

47.r
o.o
o.o

62.2

o.o

rro.8
58.3
o.o

15r.3

4.6
o.o
o.o
v.5
o.o
o.o

58.6
24.8

6.r
o.o
6.9
o.o

q.s
39.s
5;o
o.o

28.o
745.7

n.6
o.o
o.o

27.5

o.o
o.o

22.5

79.1

3.o
o.o
t3.2
42.6
o.o

o.o
z6.r

44.2
o.o
o.o
o.o

14.3

2,237,6

r,44L.7

882.3

977.9
t,o82.2

55.7

So6.s,
5,874.r
r,48o.r

482.8
1,452.4

r,9o1.4
1,618,9

2,583.7
8s5.r

4.3
809.5
6s2.8

5.o
755.8
163.4

619.6

5,225.o
2,o44.4

99,o58.7
8os.9

8B.o

415.3

502.5
1,029.6

450.o
790.o
752.o

1,o34.o

970.o

39.1
o.o
o.o

6z.z

o.o

uo.8
36.9
o.o
o.o
q.6

o.o
o.o

68.2

o.o
25"o

24.8
6.r

6A
o.o

8l.s
25.4

5;o

5.9
n.6
o.o
o.o

27.5

o.o
o.o
o.o
3.r
3.o

z8.o
139.8

o.o
o.o
o.o

o.o
o.o

zl.5
76.o

7.5
rz.8
o.o

6s.6

o.o
o.o

23.r

o.o
o.o

612.9

5.7
29.8
o.o

r8.4 84.r 585.6

o.o
26.t
2r.t

o.o
o.o

722.r

2,8s9.9
2,274.3

580.5
564.4

3,468'5
458.5

r53,or6.8r'335.o
Source of Data: Controller of Budget
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