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RECOMMENDATION ON STIARING OF R.EVENI.]E FORTTIE FINANCIAL
YEAR zozs/26

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 tle national government, between the national

and county governments. Section rgo (r) of the PFMA (zorz) requires that the

recommendation be submitted at least six months before the beginning of the financial
year or at a Iater date agreed between the Cabinet Secretary and the Commission on

Revenue Allocation.

Based on a revenue projection of IGh. 3,or8.8 billion in the financial year zoz1lz6, the
Commission recommends that for financial year zoz5/26, the national government be

allocated Ksh. z,6or.4 billion and county governments IGh.+rZ.+ billion as equitable
shares. In addition, the Commission recommends that Ksh. Z.8S billion be allocated to
the Equalisation Fund. This allocation is equivalent to o.5 per cent of the most recent

audited and approved accounts ofrevenue for financial year zozofzt amounting to Ksh.

r,S7o.56 billion, as stipulated in Article zo4.
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EXECUTTVE SUMMARY

The financial year zoz5126 recommendation on the sharing of revenue between
the national and county governments has been developed at a period when the
Kenyan economy is recovering from the effects of negative and persistent global
and domestic shocks. The grou'th rate u'as 5.6 per cent in zoe3, and is projected to
be sustained at above 5 per cent in both zoz4 and zoz5. Further inflation rates
have stabilised within the government's target range in the period to September
zoz4, while the Kenya Shilling has stabilised against major international
currencies.

In line n'ith the performance of the economy, performance of ordinary revenue has

also remained positive. The revenue is projected to grow to Ksh. 3,018.8 billion in
the financial year zoz5f z6 from an estimate of Ksh. 2,65t.4 billion in the financial
year zo24l25. Despite the growth in absolute terms, the ordinary revenue has been

below target over the years. The shortfall in the ordinary revenue has often resulted
into a constrained fiscal space given the pressure from other non-discretionary
expenditures such as debt service payment.

This recommendation on shareable revenue allocation for the financial year

zozglz6 has been made at a period u'hen the Commission has recommended to
Parliament the Fourth Basis for Revenue Sharing among County Governments for
the financial years zoz5lz6to zozglgo. The Commission is cognizant of the fact
that any changes to the revenue sharing framervork uill occasion revenue shifts
among county governments. To ensure that programmes and projects across

counties do not stall, the Commission recommends that no county u'ill get Iess than
u,hat they r,r,ere allocated in the financial year zoz4lz5.

Against the pace of economic recovery and based on a revenue projection of Ksh.

3,or8.8 billion in the financial year zoz5lz6, the Commission recommends that
for financial year zoz5 lz6, the national government be allocated Ksh. z,6or.4
billion and county governments IGh.4rZ.4 billion as equitable shares. The
increased allocation to the county governments uill ensure that no county gets a
lou'er allocation in the financial year zoz5f z6 than u'hat they were allocated in the
financial year 2oz4l25 following the change in the revenue sharing framework.
This is in line \l,ith Article 2o3(1xi) on the need to ensure that in determining the
equitable shares to county governments, consideration should be given to the need
for desirability of stable and predictable allocations of revenue.



In accordance with the provisions of Section 19o (1Xb) of the Public Finance
Management Act 2012, the Commission also presents the determination of each

county's equitable share for the financial year zoz5lz6 based on the
recommendation on the Fourth Basis for Revenue Sharing among County
Governments for the financial years zoz5f 26 to zo2g/3o, n'hich is before
Parliament for determination.

In addition, the Commission recommends that Ksh. 7.85 billion be allocated to the
Equalisation Fund. This allocation is equivalent to o.5 per cent of the most recent
audited and approved accounts of revenue for financial year zozofzr amounting
to IGh. t,SZo.56 billion, as stipulated in Article zo4.



1 INTRODUCTION

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 performance. Section Four presents the recommendation on
equitable shares ofrevenue to the national and county governments. Section Five

details the sharing of revenue among county governments for the financial year

zozslz6.

W

1

The Commission on Revenue Allocation (the Commission) is mandated by Article
zr6(tXa) of The Constitution of Kenya 2o1o to make recommendations on the

basis for the equitable sharing of revenue raised nationally between the national

and county governments. Section tgo(t) of the Public Finance Management Act
(PFMA) zolz requires the Commission to make the recommendations six months
before the beginning of the financial year or at a later date agreed betu'een 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 203(1), which sets the criteria to be considered
in the sharing of revenue. In addition, Article 203(2) provides that for every

financial year, the equitable share ofrevenue allocated to county governments shall

be not less than fifteen per cent ofall 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 recommendation for the financial year zoz5f z6 is the fourteenth that the
Commission is making since the beginning of devolution in the financial year

2ol2ltg. This recommendation has been made at a time when the economy is on
the recovery path from the negative effects of global and domestic shocks which
include: Covid-rg pandemic, conflicts in Eastern Europe and Middle East, and
drought in eozr. The economy is expected to remain strong and expand by 5.4 per

cent in zoz5.



z PERFORMANCE OF THE ECONOIyTY

2.t Introduction

This section analyses the real and monetary sector indicators that drive economic
performance. Macroeconomic stability is a prerequisite for long term economic
grouth, national economic prosperity and productivity gror.rth. Therefore,
analyzing the size and structure ofthe economy is essential in evaluating revenue
performance which informs revenue sharing between the national and county
governments.

2,2. Real Sector

2.2.1. Gross Domestic Product

At the global level, the economy remained resilient in zoz3 despite the
disruptions emanating from the residual effects of COVID-I9, the Russia-Ukraine
conflict and tightened monetary policies in some economies. Grouth in the u'orld
real Gross Domestic Product (GDP) slou'ed to 2.7 per cent in 2023 compared to 3.r
per cent in zozz (Figure z-t). The slowdown was more pronounced across
advanced economies than in Emerging Markets and Developing Economies
(EMDEs). Growth in advanced economies sloued dor.m from 2.6 per cent in zoze
to r.6 per cent in 2023. This was mainly attributed to the slowed gron th in the Euro
Area and the tighter monetary conditions in most economies in the bloc. Grolrth
in EMDEs remained at 4.1 per cent in the period under review. This growth r.r'as

mainly supported by the easing of supply constraints, strong domestic demand and
increased investments in most of the economies in the EMDEs. Global GDP in
2024 is projected to grow at 2.6 per cent.

z-r: Global GDP Growth Rates 20 -202
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Sub-saharan Africa (SSA) economies grerv by 3.3 per cent in zoz3, mostly
supported by strong performance in non-resource-intensive countries and
improvement in macroeconomic conditions. The grorn'th was, however, lower
compared to 4.o per cent in zoez.

The slowdown in the regional growth was affected by the three largest economies,
namely Nigeria, South Africa and Angola. Further, grolrth n'as curtailed by the
global economic sloudou'n, unfavourable r,leather conditions and domestic supply
chain disruptions across the bloc. The inflationary shock caused by Russia-Ukraine
conflict had a ripple effect on the region, leading to decreased international
demand, increased global interest rates and exchange rate pressures, which posed

a challenge for the region amidst recovery from the effects of COVID-I9 pandemic.
The real GDP of SSA is projected to gror.t'by 9.8 per cent in zoz4 as the negative
effects of earlier w'eather shocks subside and supply constraints gradually reduce.

The real GDP of the East African Community (EAC-s) bloc grew by 5.o per
cent in 2023, compared to 5.2 per cent in zozz (Figure z-z). This deceleration r,ras

partly attributed to a combination of external factors, such as fluctuations in
commodity prices and high global interest rates. The EAC bloc had mixed
economic performances across its member states, reflecting the diverse impacts of
regional and global economic dynamics on the regional economies. Tanzania's
economy grer,r'by 5.2 per cent in 2023, driven by its robust agricultural sector,
mineral exports, and a resurgence in the tourism industry. Uganda's economy grew
by S.z per cent in zoz3, compared to a grou.th of 4.6 per cent in 2022. Rwanda's
economy grew by 8.2 per cent in 2022 and 2023. The EAC region is expected to
grow by 5.7 p$ cent in zoz4.
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Kenya's GDP growth rate !\ras 5.6 per cent in 2023 compared to 4.9 per cent in
2022 (Figure 2-3). The Kenyan economy is still recovering from the effects of
negative and persistent global and domestic shocks. These shocks include: COVID-
19 pandemic, conflict in Eastern Europe and Middle East that led to global supply
chain disruptions and the adverse effects of climate change.

Fi ,- 's GDP Growth Rates 20 -2()2

Source of data: Kenya National Bureou o/Stohitics

Economic indicators for the first half of zoz4 point to mixed performance in the
economy reflecting sustained performance in agriculture, improved exports and
services sector and subdued industrial sector. Given this and other considerations
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including domestic and external factors, economic gror,r'th is projected at 5.2 per

cent in zoz4 and S.4 per cent in 2o21t.

Analysis of sector contribution to GDP shor,rs that Agriculture, Forestry, Fishing
and Transportation and Storage constitute on average zt.6 and 12.2 per cent ofthe
GDP respectively (Figure z-4). The contribution of the Manufacturing Sector has

largely remained stagnant at 7.6 per cent.

Figure z-4: Selected Sectors'Contribution to GDP, Percentage (zor9
to 2o2

Source of data: Kenya National Bureou of Statistics; +reuised; *prouisional

The gross value added (GVA) in Agriculture, Forestry, and Fishing activities rose

by 6.S per cent in zoz3 compared to a contraction of r.5 per cent in zozz owing to
favourable weather conditions that characterized the better part ofzoz3 (Table z-
r). During the review period, all the economic activities registered positive growths
except Mining and Quarrying, which contracted by 6.S per cent. The contraction
in Mining and Quarrying l\,as reflected by decline in production of most minerals
such as titanium, soda ash and gemstone.

( a tt'

5

I I 

-

r Agriculture, forest4 and fishing

Real estate

Manufacturing

Construction

' Transportation and storage

r Financial and insurance activities

Wholesale and retail trade: repairs

2022+2020 2021 2o23*20 l9

II

6.6

7.5

7.6

7.r

7.7

7

8.r

7.6

7.t

7.9

7.4

6.2

8.2

7.9

1 National Treasur_l-BROP zoz4

S. l

13. b

zr.82().4

9.2

tr.7

2t

8.5

13.2

9.3

ro.8

22.7

rr.6

2r.5

9



Table z-r: GDP Growth by Sector, 2019 to 2o2g
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Some of the key sectors that recorded significant grou'ths l\'ere: Accommodation
and Food Service Activities (9g.6%); Financial and Insuran ce (ro.tyo); Information
and Communication (g3o/o); Real Estate (Z.S%) and Transportation and Storage
(6.2%).

2.2.2. Inflation

The overall year-on-year inflation between September zoz3 and September zoz4
is within the government target range of 5t2.5 per cent largely driven by easing of
food and fuel prices (Figure z-5). Overall inflation remained stable at 3.6 per cent
in September 2024. This is a drop from 6.8 percent in September 2o2B and a peak
of 9.2 percent in September zozz. Factors that supported lon, inflation include:
favourable weather conditions that led to reduction in food prices; strengthening
of the exchange rate; decrease in electricity and pump prices; and tightened
monetary policies.

To anchor inflation expectations, the Central Bank tightened the monetary policy
by raising the Central Bank Rate (CBR) from 1o.5 per cent in July zoz3 to 13.o per
cent in February 2024. Hon'ever, in December zo24the CBR was lolvered to 11.25

per cent as the previous measures had contributed to lorvering overall inflation.
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Figure z-5: Inflation Rates, September zoez-September eoz4

Source ofdata: Kenya National Bureau o/Srdnsdcs

Food inflation remained a key driver of overall year-on-year inflation though it
declined to S.3 per cent in August 2c.24 from 7.5 per cent in August 2023. The
easing of food prices was supported by increased food supply arising from
favourable weather conditions, continued government interventions particularly
through subsidized fertilizer, and the general easing of international food prices.

Fuel inflation declined to 4.7 per cent in August zoz4 from r4.2 per cent in
August 2023. The decline largely reflected the easing of global oil prices and
appreciation of the Kenya Shilling which resulted in a downward adjustment of
pump prices and lower electricity prices.

Core (non-food non-fuel) inflation has remained low and stable reflecting the
impact of tight monetary policy on demand.

2.:1. Monetarl'Sector

2.8.1. Interest Rates

Interest rates in the year to September 2c.24 increased reflecting the tight
monetary policy stance. The interbank rate increased to 12.75 per cent in
September 2024 compared to 12.36 per cent in September 2e23 (Figure z-6). The

9r-day Treasury Bills rate increased to r5.8 per cent in September 2c24 compared
to r4.4 per cent in September 2025.

ioN(\
o. o\ o. o.

.o u?

Or. O'
cl
o\

&
o

N

N6(}.00,oo.-.odoCo<iii
qq q*
NON(

rSEEgEs4.ETX.E-att.7,z="1 oI''c o t C

E-oz<(L)o(l)qJ+P -*ao"a!
aa-

!rr6r CJ aJ C.)n-o.o-o
o(.)o0J
or;Aaa-

2023

<D

-tu1nu6l 
A'srage Inflation 

-12-Month 
Inflation

7

ffi'

t2
10

8
6

4

o
,^r^.E:=>,Q>':LLE'EaE.=9oESE-e=e=a€

=L
=-oz<.a)

0

2024



18

r6

t4
t2
10

8

6

4
2

o

-a- Interbank Rate

2022

91-Da) Ttreasuq' Bills

2O23

-a-Central Bank Rate

3-o-c-o
ou0ro:o29tiryxa.--

qf€EgEir-E+++
E .-Oa<O()QQ-:e -'g"EE

Figure z-6: Short Term Interest Rates (%), September zozz to
tember zoz4

Source of data: Central Bank of Kenya

Apart from the Treasury Bills, the interest rates on Treasury Bonds remained high
over the same period at an average of t6.7 per cent. This has increased the cost of
borrowing by Government from the domestic market.

Commercial banks average lending and deposit rates increased in the year to
September zo24 in tandem with the tightening of the monetary policy thereby
reflecting high cost of investable funds. The average lending rate increased to t6.9r
per cent in September 2c24 from 13.98 per cent in September 2c23 u,hile the
average deposit rate increased to rt.z per cent from 8.6 per cent over the same
period (Figure 2.7).
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2.5.2. Private Sector Credit

The monthly (month-on-month) credit flows to the private sector slowed down
since December zoz3 (Figure z-8). This resulted from the tightening of the
monetary policy and exchange rate valuation effects on foreign currency
denominated loans. Reduced credit growth was observed in manufacturing, trade
(exports), and building and construction. These are some of the sectors with
signifi cant foreign currency denominated loans.

Hou'ever, demand particularly for working capital among the vulnerable Micro
and Small Medium Enterprises (MSMEs) has been sustained through the
government's Credit Guarantee Scheme.
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Fi z-8: Growth in Credit to Public and Private Sectors

Source of data: Central Bank of Kenya

2.8.8. Exchange Rates

The foreign exchange market remained stable in the first half of 2024 despite
increased global uncertainties, effects of a stronger U.S. Dollar and geopolitical
tensions in the Middle East. The foreign exchange market u,as mainly supported
by inflows from agricultural exports, remittances and portfolio investors u'hile
demand was driven by pickup in economic activities specifically in the
manufacturing, wholesale, and retail sectors. Although the Kenya Shilling
exchange rate was weaker in January zoz4 against all major currencies, it
strengthened from February to September 2c24 (Figure z-9).

Figure e-9: Kenya Shilling Exchange Rates, September 2tr21to
tember zoz4

Source oJ data: Central Bank td Kenua

This appreciation of the Kenya ShiUing has helped to reduce foreign debt service
costs, improve performance of domestic borrowing and stabilize interest rates.
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3 FISCAL PERFORMANCE

:i.r. Introduction

This section analyses the performance of nationally raised revenue (ordinary
revenue), expenditures ofthe national government, and public debt. Further the
section analyses county governments' revenues, expenditures and pending bills.
The analysis of nationally raised revenues is important in assessing the quantum
of revenue available for sharing between the two levels of government.

:t.2. Perfirrnrance ofNatirlnalll' Raised Revenuc

The actual ordinary revenue for the financial year 2o2gf24 grew by Ksh. 247.8
billion from Ksh. z,o4t.L billion in financial year 2oz2f 23 to IGh. 2,288.9 billion
in financial year 2o2gf 24. However, the growth however fell below the target of
IGh. 3t5.6 billion (Figure 3-r). The growth was underpinned by revenue
enhancement measures in the Finance Act zoz3 which included: introduction of
fourth and fifth Pay As You Earn (PAYE) tax bands, increase in Value Added Tax
(VAT) on petroleum products (excluding Liquefied Petroleum Gas) to 16 per cent
and increase in excise duty on various excisable goods and services among others.

Figure 3-r: Target and Actual Ordinary Revenue for FYs 2ot4ltdto
2025 26-Ksh. Billion

Source of data: The National Treasury; "Suppl. r Budget Projection; *"BROP, zoz4 Projection
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The ordinary revenue for the financial year zoz4f z5 is projected at IGh. 2,63L.42,
an increase of Ksh.34z.5 billion from the financial year zozglz4 actual collection
of Ksh.z,z88.g billion. The projection is lou'er than the 2024 Budget Policy
Statement (BPS), of Ksh.z,948.ro billion. The BPS estimates were based on the
2024 Finance Bill r.l,hich contained revenue enhancement measures such as

introduction of: motor vehicle circulation tax, eco lely, and VAT on selected
financial services. The Bill however, caused u,idespread public outcry and protests
which led to its rejection. The rejection of the Bill also affected the revenue
projection for the financial year 2o2;l26 which has been revised down from Ksh.

3,294 billion to Ksh.3,o1B.8 billion+.

A disaggregation of the ordinary revenue shows that income tax and VAT remain
the major sources of revenue accounting for at least 70 per cent of ordinary
revenue. Income tax alone accounts for 45 per cent of the ordinary revenue.
Despite its high contribution to revenue, it constitutes the largest deficit year-in-
year (Table 3-t). The largest shorffall in income tax was in the financial year
2c23124 u,here it fell below target by IGh. +S.g billion, nohvithstanding the
introduction of fourth and fifth PAYE tax bands. Some of the reasons for the belou.
target collection include.: delayed exchequer disbursements to various
government entities which affected PAYE remittances, non-payment of bonusses
by private firms, reduction in monthly cash pay per employee due to restructuring
and utilisation of PAYE to offset tax liabilities by the large tax payers.

Table 3-r: Tax Performance of the Main Tax Heads, FYs zozr/ze to
2025 z6-Ksh.Billion

zozs./26

Acturl Tartel D€riatioo Achral Tart€t Deriation Actusl Tartel De\istion Tar8et Tf,r8et

lncomc 876.7 856.7 4o.o 94r.6 982.r -40.6 r,o5r.S r,lol.4 -49.9 t,r8o.3 r,32o.7
Ta-x

VAT 523.1 Sr4.1 9.o 550.4 580.6 -3o.? 645.5 654.8 ,.3 725.8 82o.S

ExcilG 252.1 255.9 -3.8 264.5 294.o -29.S 276.? 290.1 -r3.4 324.8 389.6
duty

ImDort rr8.3 115.9 2.4 r3o.r 42.7 -12.6 133.9 142,4 -8.4 160.0 201.3
duv
Othcr t47.7 r29.o r8.8 $4.5 146.0 8.S jz,g t37,o -64.2 242.5 286.9
r!\tnuc'

Soure ofdata: The National Tteasury; lOther rerenue includes: inrEstment E!€nue, taffic r€venue, taxes on international trade &
tratrsport, rent on land/buildings, fines and forfeitures, other taxes, losn interest receips reimbursements and other fund
contributions, fees, and miscellaneous ret'enue

2 Bas€d on the Supplementary I Budget Estimates
3 Based on the 2024 Budget Poliq'Statement appmved b]- the National Assembll in March zoz4
o BRoP aoz4
s ibid
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The VAT and Excise Duty shortfall in the 2c.23124 were Ksh. 9.3 billion and IGh.
r3.4 billion respectively.

The shorrfall in VAT is attributed to a decline in the volume of imported products
during this period and that of Excise Duty is due to lower excise rate in petrol and
diesel.

:t.:]. Analvsis of Ordinary Revenue t<l Gross Domestic Pr<lduct

As a share of GDP, actual ordinary revenue has declined from t7.7 per cent in the
financial year 2o:^4lL5 to 14.2 per cent in zozglz4 (Figure 3-z). The decline has

been attributed to the significant growth of the hard to tax and low tax sectors

namely: informal sector; small-scale subsistence agriculture; and digital economy

among others. Further, the decline is attributed to the increase in tax expenditure
over the years6.

Figure 3-e: Actual andT eted Ordinary Revenue as%" of GDP

Source of data: The National Treasury' Suppl. r Budget Projection ** BROP, 2024 Projection

To reverse the declining trend of the tax-to-GDP ratio the government is
implementing the Medium-Term Revenue Strategy (MTRS) for financial years

2o24l25to zoz6lzT as a key revenue mobilizing facet. The target of the MTRS is
to increase the ratio of tax-to-GDP from the current L4.2 per cent to 20 per cent in
financial year zoz6lzT and achieve the EAC optimal ratio of z5 per cent by zo3o.
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:i.-1. ..\nal1'sis of I'irpendittrre

The analysis of expenditure across levels and arms of government shou' a

significant spending on national government development expenditure in the
financial years zot4f rsto 2ot6lL7 (Figure 3-3). During this period the government
initiated high capital-intensive projects in infrastructure and ener$7. However,
there was a notable slolvdor,r.n in development spending between the financial
years 2ot9f 20to zo22l23 which signalled the government's policy on completion
ofongoing infrastructural projects before starting new ones. County transfers and
expenditures of Parliament and Judiciary have relatively remained stable between
the financial years 2ol4fLSto 2o27l24

Figure 3-3: Government Expenditures as a Proportion of the Budget
for the FY zo to 2o2

Source of data: The National Treasury

National government recurrent expenditures rose from 54.6 per cent in the
financial year zor4l rS to 72.7 per cent in zozgl 24.

A disaggregation of the recurrent expenditure shorvs an increase in interest
payments from r9.z per cent in the financial year 2ot4f L5 to 31.1 per cent in
2c29124, which is attributed to increased public debt (Figure 3-4). Expenditure on
wages and salaries declined from 33.3 per cent to 21.3 percent u'ithin the same
period, in line with the government's policy of containing the wage bill through
restriction on new hiring of civil servants except for critical services.
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Figure 3-4: Non-Discretionary Recurrent Expenditures as a Proportion
ofTotal Recurrent enditure

Source of data: The National TreasurA *Projected **Targeted

The national government pending bills remain elevated. The total pending bills
were Ksh. St6.3 billion as at 3oth June, zoz4. Out of this, Ksh. 245.6 billion were
in recurrent while Ksh. 27o.7 billion were in development (Table 3-z). Settling
existing pending bills could unlock cash florv to government contractors and
suppliers, reduce nonperforming loans and reduce government arrears which
constitute a form of public debt.

Table -e: National Government Pen Bills

1oo,735,o13,O33

35,717,790,573

136,452,8o5,546

r44,8r6,o38,223

234,999,223,023

379,8r9,26r,245

5t6,268,064,29,.
Source of data: Ofice of the Controller of Budget
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To address the pending bills, the government has implemented measures that
include: the formation of a pending bills verification committee in February zoz4
and initiation of transition from cash to accrual basis accounting in July 2o2et.fl1s
transition will allow the government to present a fuller picture of its financial
position, including key obligations such as pending bills and pension liabilities.

:1.S. l;iscal l)eficit

The government measures of enhancing revenue collection and rationalizing non-
priority expenditures have resulted in low fiscal deficit as shown in Figure 3-5. The
financial year 2o21l24 had a primary balanced budget for the first time in over a

decade and this is projected to rise to a primary surplus of t.3 per cent of the GDP
in the financial year zo24l25.

Fi re : Prim and Overall Balance as a Per cent of GDP

Source of data: The National Treasury; *Projected

The overall fiscal deficit as a per cent of GDP declined from 5.6 per cent in the
financial year 2o22f23 to 5.2 per cent in zozglz4 and is projected to decline
further to 3.8 per cent in the financial year 2o2;f 26.

8.S.1. Public Debt

The stock of public debt r,r'as Ksh. ro,56r.r billion as at the end of the financial year
2c.29124. Out of this, external debt constituted IGh. 5,1So.B billion while domestic
debt constituted Ksh. S,41o.3 billion. The external debt declined by Ksh. 295.8
billion in the financial year 2o23l24 due to the partial repayment of the US Dollar

7 https://www.treasury.go. ke/wp-content/upload s/zoz4/ to lPress-release-Cash-Accrual.pdf
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z billion Euro Bond in February 2024 through the issuance of a US Dollar r.5
billion Eurobond. Subsequently external debt in the financial year 2o24l2;
increased to Ksh. 5,506.3 billion. The public debt stock is projected to reach Ksh.

L1,329.7 billion by the end of the financial year zoz4lz5, of u,hich IGh. 5,823.4
billion is domestic and Ksh. 5,506.3 billion is external debt (Figure 3-6).

Figure 3-6: Gross Public Debt for the FY zot4/t1to zozg/26 (Ksh.
Billion

Source of data: The National Treasury
* Projected, **Targeted

Public debt as a percentage of the GDP (nominal) declined from 7r.9 per cent in
the financial year 2o22f 23 to 65.6 per cent in zozglz4. The decline was attributed
to the appreciation of the Kenya Shilling against major currencies. In Present Value
(PV) terms, the public debt to GDP ratio increased from 64.4 per cent to 68.2 per
cent during the same period (Figure g.Z). The current ratio of PV of debt to GDP of
68. z per cent is above the 55 per cent benchmark for Kenya which is rated at
medium debt-carrying capacitye. Section 6 of the Public Finance Management
(Amendment) Act,zoz3 provides that the government can only in exceptional
circumstances exceed the threshold and by not more than five per cent.
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71.9

6U.268.o67.7
6s.8

64.4
63.1 6s.662.q

58.8

48.3

2ot8/19 2023 /242orgl2o 2o2ol2r

-Public 
debt/ GDP

2ozrl22 2o2z/23

-PVof 
debt/GDP

re : Public Debt to GDP Ratio for FYs zorS 1 to 2o2

Source of data: The National Treasury

The spread between the ratio of total public debt to GDP (nominal) and the PV of
debt to GDP has narrowed as shown in Figure 3-7. This is due to the change in the
structure of public debt from short-term to long-term domestic debt and from
commercial to concessional external debt.

The disaggregation of the stock of public debt into domestic and external shou's
that the structure is in favour ofthe long-term Treasury Bonds lvhich constituted
over 80 per cent of the total stock of domestic debt betvveen the financial years

2o2lf 22 and zoz3lz4 Oable g-g). The longer maturity periods for the Treasury
Bonds spread their redemption over many years which is in line with the
government's objective of managing refinancing risks.

Table 3-3: Domestic Debt Com sition (%) as at June 2ozo to June zoz4

8s.s

tt.4

1.1

1.5

Source of data: Central Bank of Kenya;
" Excludes Pre - t 997 g ouerrtment debt ; +Prouisiono/

Analysis of domestic debt by investor category shou,s that the highest proportion
of domestic debt u,as held by commercial banks at 43.7 per cent as at June zoz4.
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Trust and pension funds and insurance companies held 28.7 and 7.o per cent
respectively during the same period (Table g.+). The proportion of domestic debt
held by other investors increased from 1o.5 per cent as at June 2o2o to r7.4 per
cent as at June zoz4.

Table : Domestic Debt b Investor Cat ("/") June eozo to June zoz4

28.8

5.9
ro.5
1()()

49.o
2.4

30.7
6.7

11.3

1()()

47.t
2.O

32.7

11.O

loo

43.4

4.r

32.8

r u.6

loo

28.7

7.o
17.4

1()()

Source ofdata: Central Bank of Kenya; +Prouisional; * other inuestors include: households, parastatals
& priuate companies

Between June zoeo and June 2024, commercial banks reduced their investments
in domestic debt in an effort to reduce their mark to market loses.

Table 3-5: External Debt Com sition (%) June 2o2o to June zoe4

37.6 41.5 44.7 44.7 53.9

30.6

3r.4
18.5

o.5

28.5

29.7
19.2

o.3

27.8
19.4

o.3

24.6

26.4
18.s

o.3

23.3
16.5

o.3

Source of data: Tlrc National Treasury; +Prouisional

The share of external debt held by the dominant currency-the US Dollar was 67 per
cent as at June 2024. Euro denominated debt comprised of zz.5 per cent of the
total external debt, while other currencies accounted for o.z per cent (Figure 3-8).

19

51.6

3.r
43.7

3.1

The composition of external debt has shifted from commercial debt to concessional
multilateral financing in line with the government's policy of reducing refinancing
risk. Multilateral lenders held 53.9 per cent of the total external debt in the
2o2gl24 financial year, commercial debt which attracts high interest rates and
stringent repa),rnent terms constituted 23.3 per cent within the same period (Table

3.s).

Investor June 2o2o June 2o21 June 2022 June 2o2g June 2024+
Banks

Commertial Banks

Central Bank
Non-Banks

Trust and Pension Funds
companiesInsurance

Other investors
Total
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. US Dollar Euro . Yuan Yen GBP Others

3.4%o 2.r% o.zyo

re -8: External Debt b Curren Com osition as at June 2o2

Source of data: The National Treaarry

The external debt sustainability thresholds show a breach of the PV of debt-to-
exports ratio and the Public and Publicly Guaranteed (PPG) debt service-to-
exports ratio (Table 9.6). The PPG debt service-to-revenue ratio breached the
threshold in zoz4 due to the maturing of the International Sovereign Bond (ISB)
which has since been repaid.

Table 3-6: External Debt Sustainability zozz to 2o27

40

r8o

15

r8

3r.7

256.9

24.9

17.3

3s.8

240.3

36
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33.8

224.O

25.r

19.8

31.8

209.9

24.9

19.6

29.9

194.3

21.1

16.9

Source of dota: The National Treasury
* projections

Interest payments accounted for 96.7 per cent of the ordinary revenue in the
financial yeat 2ozgl24, leaving 64 per cent towards spending on other areas
(Figure 3.9). Debt repayment on the principal rose from 25 per cent in the financial
year 2o22f 23 to 31.6 per cent in 2c23124 due to the partial repayment of US Dollar
z billion Euro Bond.
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re 3-9: Debt Service as a Percen of Ordinary Revenue

Source ofdata: The National Treasury & Central Bank;
*Provisional

Overall, debt service rose in the financial year 2o2g/24 driven by tightened
monetary policy in the domestic debt market. In the foreign debt market high
global interest rates and depreciation of the Kenya Shilling affected amortization
ofthe existing external debt.

:i.6. Cottntl' Governnrents liiscal lfranreu'ork

8.6.1. County Revenues

Revenues to county governments consist of four main sources: equitable share
transfers, conditional grants, Ou'n Source Revenue (OSR) and borrou,ing. The
county governments have been allocated revenues amounting to Ksh. 4,2o8.7t
billion from the financial yearc 2ot2f LS to zo27l24, of rn'hich; equitable share is
Ksh. 3,74r.r billion, conditional grants from national government is Ksh. r93.5S
billion, and loans and grants from development partners is IGh. 274.t2 billion.
Figure 3.ro gives a breakdown of the annual total allocation.
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re -1o: Allocations to Coun Governments Ksh. Billion

Source of Data: Controller of Budget

l. Equitable Shsre

County governments receive equitable share allocation from the revenue raised
nationally in accordance n'ith Article 202(1). The equitable share allocation to
county governments has grown in absolute terms over time as shown in Figure 3-
ro. Although, the equitable share as a proportion ofthe ordinary revenue has been
declining, it is still within the provision of Article 2og e) that requires that the
equitable share allocated to county governments every financial year shall be not
less than fifteen per cent ofall revenue collected by the national government.

The equitable share allocation constituted on average 8o.8 per cent oftotal county
revenue for the financial years 2or3/14 to 2o2gl 24 as shonn in Figure 3-rr. The
contribution of the conditional grants from national government, and loans and
grants from the development partners averaged 4 per cent and 5.8 per cent,
respectively over the same period. The proportion of OSR to total county revenue
averaged 9.S per cent.
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-11: ortion of Coun Governments' Revenues o//o

Source of Data: Controller of Budget
*OSR for financial year zoz4/25 is a projection

ii. Conditionoi Gro,nts

The conditional grants supplement financing in health and education sectors, as

well as roads, trade and agriculture subsectors. County governments have been

allocated conditional grants from the national government amounting to IGh.
t93.5 billion from the financial year 2ol2f Lg to 2o24l2S (Table 3.2). In the
financial yeat 2oztf 22, the following four conditional grants were converted into
equitable share: grants to level 5 hospitals, user fees foregone, Road Maintenance
l,ery Fund (RMLF) and grants for rehabilitation of village polytechnics.

The RMLF is excluded from the shareable revenue by Article zo6(rXa) of the
Constitution and Section z of the CRA Act. In compliance and in line with the
Summitq resolution of February 2029, the RMLF lvas allocated to county
governments as a conditional grant in the financial year zoz4lz5-

In the financial year zoz4lz5, county governments \^,ere provided with a nelv
conditional allocation for Community Health Promoters (CHPs). The conditional
allocation is aimed at accelerating the achievement of Universal Health Coverage
through support to the county governments.

<-(

e The Summit is an inter8o\ernmental relations forum comprising of the representati|es from both the national and
counq' go\€rnments that is chaired b1'The President.
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The programme has been allocated Ksh 2.5 billion to all the 47 county
governments. The county governments are expected to provide an equal amount
of counterpart funding.

Table 3-7: Summary of National Government Conditional Grants,
Ksh. Billion
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6.7
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o.2

9.2

5.o
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o.3

r.6

o.03

3.3
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4.7

5

o.3

1.6

20.2

4.5

o.03

3.32

r8.9
Source of data: CARA uarious issues, CounQr Gouernment Additional Allocation Bill zoz4

Conditional grants and loans from development partners are earmarked for
financing health, agriculture, urban development, u,ater and sanitation, social
protection, climate change and capacity building programmes as summarised in
Appendix I. In the financial year zoz5lz6, county governments will be provided
with new additional funds of IGh. 5.28 billion for County Climate Resilience
Investment (CCRI), Food Systems Resilience Project (FSRP), Second Kenya
Devolution Programme (KDSP II) and United Nations Fund for population
activities (UNFPA).

Conditional Grant 6o\
t-- }.

5

DelElopment of Youth Polytecbnics

Frt'e Matemal Health n:

hoject

TraDsfer of Museums

Community Healtb homoters (CHPS) bect
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iii. OtortSourceReuenue

County governments have raised Ksh. 4o3 billion in OSR between the financial
years zor3/r 4 and zozglz4 against a target of Ksh. 6o6 billion as shown in Figure

3.12. In all the financial years the revenue collection has remained below target,
with county governments realizing an annual average of 66.3 per cent. In the
financial year zozgf z4 county governments collected OSR of Ksh. 58 billion. Out
of this amount Ksh. 16.6 billion was in Facility Improvement Fund (FIp),o which
is mainly collected from hospital fees.

Fi 3-rz: Performance of OSRin Ksh. Billion and Percentage

Source of Data: Controller of Budget

The underperformance in OSR collection has been attributed to among others;
unrealistic targets set by the county governments and use of manual revenue
collection systems. The underperformance in OSR collection leads to budget
deficits, which negatively affects implementation of planned activities and
accumulation of pending bills.

(- <-.

10 FIF consists of revenue collected at public health facilities from user fees for purpose of defraying the
costs of running these facilities
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iu. Additiong'lUnconditiono.lGro:nts

County governments where mining activities are taking place have also been
allocated additional unconditional grants in form of mineral royalties. The mineral
royalties allocated to the county governments amounted to Ksh. 2.93 billion and
Ksh. r.or billion in the financial years zozgf z4 and zoz4lz5, respectively.
However, the allocation for the financial year zozgf z4 has not been transferred to
the respective county governments. The delay has been occasioned by
nonexistence of regulations for the transfer of the mineral royalties to the
communities.

County governments also receive revenue from court fines and fees. The allocation
to the respective county governments from court fines and fees was Ksh. ro8.6
million and Ksh.7 million in the financial years 2o23lz4 and zoz4fz5,
respectively.

9.6.2, CountyExpenditurePerformance

County governments spent an annual average of Ksh. 4rr.6 billion over the last five
financial years. This comprised of IGh. 3o6.+ billion (Z+.+ per cent) in recurrent
expenditure and Ksh. ro5.z billion (25.6 per cent) in development expenditure.
County governments spent a bigger proportion of their recurrent expenditure on
personnel emoluments as shown in Figure 3-r3.

Figure 3-r3: Count5r Government Expenditures, Percentage
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The proportion of personnel emoluments in the county governments' total
expenditure has remained high since zor3/14. This has led to a majority of county
governments unable to meet the PFMA zorz requirements on wage bill and
development. Section to7 of the PFMA zotz requires county governments to
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allocate a minimum of 30 per cent of their total budget to development expenditure
and at most 35 per cent on the wage bill.

The county governments' actual development expenditures over the five-year
period from zotglzo to 2o2gl24 averaged 25.6 per cent. There are six county
governments whose actual development expenditures were above 3o per cent as

shown in Figure 3.r4. Nairobi City County had the lowest development expenditure
of tz.6 per cent over the period, followed by Kisii and Machakos county
governments at 19.o and r9.9 per cent, respectively.

Figure 3-r4: Count5r government Average Development Expenditure
(%)

Source of Data: Controller of Budget

At the budgeting level, all county governments adhere to the PFMA zorz
requirement on development expenditure. However, during budget
implementation, most county governments fail to comply with the PFMA zorz
requirement.

Analysis of county expenditure on wage bill shows that for the financial years
zotglzo to zozgf 24, most county governments spent a significant proportion of
their budget on wages. Three county governments, namely: Tana fuver; Mandera;
and Kwale had their personnel emoluments within the PFMA 2orz threshold of 35
per cent as shown in Figure 3-r5.

(t ( (

Y

E 
= f 5,EgSe ia; i 

EBEt; E I rs E ss E E i g5€ g€ 
5 

;s 
F* t FE ! 

EE Es 
g3

=i-E- t EFE= E8l _ _..
F

o
6PFM Regulations: 3o7"

ro@0OO\O

r'- \
o-.r"rocqI3
$$$$$$E-@ O.O oJ V !r'r

I\o - cl).ll ar N

^ o' c! '1

iEsa
Ic

ililililt

1-'

M'



re : Coun GovernmentAve e BiII o,//o

Source of Data: Controller of Budget

Kisii County had the highest expenditure on personnel emoluments at 60.8 per
cent followed by Garissa (Sg.z%), Machakos (S8.S%) and Kisumu (S6.S%). The
failure of the counties to abide by the wage bill threshold has arisen due to among
others the engagement of CHPs, use of manual pay roll which is prone to abuse,
non-regulation of staff engagement on contract and casual workers and failure to
observe strict compliance with the approved staff establishment.

3.6.8. County Pending Bills

Cumulative pending bills for the county governments as at June 30, 2024 were
klsh. 18t.98 billion (Appendix II). The accumulation of the pending bills has mainly
been attributed to the underperformance of OSR and non-prioritisation of
payrnents. The pending bills comprised of IGhs.r79.87 billion (98.8 per cent) by
the county executive and Kshs.z.rr billion (r.z per cent) by county assemblies.
Nairobi City County accounted for the highest pending bill of Ksh. rr8.3 billion,
equivalent to 65 per cent of the total stock of pending bills. Other county
governments u'ith high pending bills are Kiambu (Ksh. 6.+q billion), Mombasa
(Ksh.+.++ billion) and Machakos (IGh. +.zo billion).

The analysis of pending bills show that 14 county governments have pending bills
above zo per cent of their total revenue as shown in Figure 3-16. Nairobi City
County has the highest proportion of pending bills at 349.8 per cent followed by
Kiambu and Machakos countygovernments at 35.4 and 33.9 per cent, respectively.
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re -16: Coun Pen Bills as a Percent e ofTotal Revenue

Source of Data: Controller of Budget

There are two county governments namely Elgeyo/Marakr,l'et and Nyeri whose
proportions of pending bills to total revenue are below one per cent. Article zre
and Sections r4o and r4r of the PFMA zorz provide for borrowing by county
governments. However, counties have not borrowed for development using this
framework save for recurrent expenditures.

As at June 2024, recurrent and development expenditure pending bills accounted
for 79 per cent (IGh. 143.7 billion) and zr per cent (IGh. g8.z billion), respectively
(Figure 3-r7). Nairobi City County had the highest recurrent pending bill at IGh.
rrz.7 billion.
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Figure 3-r7: Recurrent Expenditure Pending Bills (Ksh. Million)

Source of data: Controller of Budget

Mandera and Narok county governments had nil recunent pending bills while
Kiambu and Mombasa county governments had Ksh. 4.r billion and IGh. 2.7
billion, respectively.

The development expenditure pending bills by county is presented in Figure 3.r8.
Nairobi City County had the highest development pending bill at Ksh. 5,752 million
while Elgeyo/Marakwet had nil.

Fi re -r8: Develo ment enditure Pen Bills (Ksh. Million

Source of data: Controller of Budget

The Nairobi City County pending bills are mainly attributed to unremitted pension
contributions, statutory creditors, legal creditors, bank loans and
suppliers/contractors among others (Table 3-8).
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Table -8: Nairobi Ci Coun Government Pen Bills (Ksh.)

Statutory Debts
KRA (principal and penalties)
NSSF
sub-total
Suppliers and Conractors
Recurrent
Development
National Bank automation sen ice
Sub-total
Litigation Costs
sub-total
Utilities
KP - Electricity
Water bills
sub-total
Loans
KCB Loan
NITA
sub-total
Pension schemes (Laptrust/Lapfund)
Sub-total
Contingent Liabilities
Pension schemes (actuarial defi cit)
Govern ment guaranteed loans
On lent Water (Foreign Loans)
sub-total
Staff Costs
Superannuation scheme
Employee benefits- Retirees
Unpaid allowances
sub-total

Total

899
285

r,r84

1o,807
2,796

336
L3,940
21,2O2
21,2O2

725
235

96o

4,504
8

4,5r2
54,850

54,85o

2,624
15,328

3,8r6
21,768

2l
357
545

923
rr9,339

Source of data: Nairobi City County

The accumulation of pending bills by county governments has a negative effect on
the suppliers of goods and services. County governments should therefore
prioritise the payments of the pending bills.
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4 RECOMMENDATION ON STIAREABLE
ALLOCATION FOR THE FINANCIAL YEAR 2o2S / 26

REVENUE

Article 2o2(t) stipulates that the nationally raised revenue shall be shared
equitably between the national and county governments. The shareable revenue is
defined in the Constitution and Section z of the CRA Act, 2o1t as:

"qll taxes imposed by the nqtional gouernment under Article zog of the
Constitution and any other reuenue (including inuestment income) that may be
authorized by an Act of Parliament, but excludes reuenuesll referred to under
Articles zo6(t)(a)(b) and zog (+) of the Constitution".

The performance of ordinary revenue is summarised in Table 4-r.

Table 4-r: Performance of Ordinary Revenue andAllocations Ksh.
Billion

939.4
1,039.9
1,256.3
r,393.7
t,56r.2
r,7o7.2
r.,87r.4
r,856.7
1,775.6
2,L4t.6
2,46t.o
2,637.4

3,o18.8

919.o
r,o3r.8
r,152.5

1,3o6.6
r,365.r
1,499.8
r,573.4
1,S62.o
r,9r7.9
2,O41.1

2,288.9

12.3
71.7

13.4

4.5
9.9
4.9

-o.7
zz.8

6.4
,r.:

(zo.q)
(8.1)

(roe.8)
(82.r)

(196.r)
(zor.4)
(zg8.o)
(zsq.t)

r42.3
(roo.s)
(rzz.r)

190.O
226.7
259.8
28o.3
302.O
314.o
316.5
316.5
370.o
370.o
385.4
387.4
4r7.4

746.4
8ro.6
992.6

r,ro8.7
r,254.5
t 382.6
1,549.7
1,533.4
r,398.8
r,764.5
2,177.2
2,235.9
2,601,4

Source ofdata: National Treasury, DORA, CRA; "projected

The revised projected ordinary revenue for the financial year 2o24f 25 is IGh.
2,65t.4 billion. This is lower than the zoz4 BPS projection of Ksh.z,948.ro billion.
The revised projection was necessitated by the rejection of the zoz4 Finance Bill.
The rejection of the Bill also led to a dou'nward revision of the revenue projection
for the financial year 2o2;f 26 from Ksh. 3,294 billion to IGh. 3,018.8 billion.

11 ert. zo6(tXa)(b) refers to relenues excluded from the Consolidated Fund by an Act of Parliament and payable into another public
fund established for a specific purpose; or ma1', under an Act of Parliament, be retaired b)'the State oryan that received it for the
purpose of defraling the expenses ofthe State organ. Art 2o9(4) refers to revenues from charges for senices provided b1'eithel level
ofgovernment.
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i. Recornrrrendation on Shareable Revenue..\llocati<llr for l;inancial
Year zoz,5/::(r

The shareable revenue is projected to increase from Ksh. 2,63L.4 billion in the
financial yeat 2c24125 to IGh. 3,018.8 billion in financial year 2c25126. This
translates to an absolute revenue increment of Ksh. 387.4 billion. The Commission
recommends that the national government be allocated Ksh. z,6or.4 billion and
county governments IGh. 417.4 billion as equitable shares for the financial year
2c25126. This translates to an increase of IGh. 3S2.4 billion to the national
government and Ksh. 3o billion to the county governments.

In conformity with Article zog(tXc) and (d) respectively, the increments to the
national and county governments are meant to ensure that both levels of
government have adequate allocations to perform their assigned functions. In
addition, County governments have conditional commitments with the national
government for implementation of specific programmes and projects, such as the
establishment of County Aggregation and Industrial Parks (CAIPs) and CHP
initiative that require county government to match the national government's
conditional allocations. Other non-discretionary commitments by County
governments include contributions ton'ards the Housing l,ely and Social Health
Insurance. Though some of this financial obligations were meant to commence in
financial year financialyear zoz4f 25, the dor.tnward revision of projected ordinary
revenue for the financial year 2o24f25 and the subsequent revision of county
government equitable share for financial year 2o24f25 constrained the county
governments'financial capacity to finance the programmes.

Additionally, the increment to the county governments is meant to ensure that no
county gets a lower allocation in the financial year zoz5lz6 than in the financial
year 2oz4f 25 following the change in the revenue sharing framework. This is in
line with Article zog(t)(c) and () on the need to: ensure that county governments
are able to perform the functions assigned to them, and, ensure stable and
predictable allocations of revenue to county governments. The national
government's allocation u'ill ensure that provisions are made in respect of the
national debt and other obligations and that the needs ofthe national government
are objectively met in line u'ith Article 2o3 (1)O).

Article 203(2) provides that for every financial year, the equitable share of the
revenue raised nationally that is allocated to county governments shall not be less
than fifteen per cent ofall revenue collected bythe national government based on
the most recent audited accounts ofrevenue received, as approved by the National
Assembly. The allocation of Ksh. 4r7.425 billion to county government for financial
year zoz5f z6 is equivalent to 26.6 per cent of the most recent audited and
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approved accounts for the financial year 2o2of 2r amounting to IGh. t,S7o.6
billion.

ii. Allocations to the I')qualisation Irund

Article zo4 provides for an allocation of o.5 per cent of the most recent audited
and approved accounts to the Equalisation Fund. The Commission therefore
recommends an allocation of Ksh. Z.8S billion to Equalisation Fund for financial
year 2c25126 (Table +-z).

Table 4-z: Equalisation FundAllocation, kh. Billion

Sourcu of l)oto: Notionol Assembly PAC Reports

6o8.r
529.3
776.9
935.6
935.6
935.6

r,o38.o
r,357.7
r,357.7
r,413.7
r,673.7
r,6n.7
r,570.6

zoro/rr
zooglro
zorzlrs
zol3lt4
zot3l14
zo$l14
zor4l15
zorT lrS
zorTlrS
zotSlrg
zorglzo
zotglzo
zozolzr

3.04
2.65

3.88
4.68
4.68
4.68
5.19
6.zg
6.79
7.o7
8.SZ

8.sz

7.85
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zotz/18
zor9 / rg
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5 SHARING OF REVENUE AMONG COITNTY GOVERNMENTS
FOR FINANCIAL YEAR zozslzO

Section tgo (txb) of the PFMA, zorz mandates the Commission to submit the
determination of each county's equitable share in the county share of that revenue
u'hile making recommendations for the following financial year.

The Commission has developed a recommendation on the Fourth Basis for revenue
sharing, u'hich is before Parliament for determination. The Fourth basis once
determined by Parliament, will be used to share revenue among county
governments for the next five financial years (zoz5lz6 to zozgl3o) in line with
the provisions of Article zt7. Table 5-r provides a summary of the Fourth Basis
Framework.

Table -r: Fourth Basis Framework

42

22

9

t4

13

1()()

Source: CRA

Implementation of the Fourth Basis
The Commission is cognizant of the fact that any change to a revenue sharing
framework do occasion revenue shifts among county governments. Therefore, in
implementing the Fourth Basis, a cushioning and stabilisation factor has been
inbuilt in the framework to ensure no county government will get less than what
they were allocated in financial year zoz4lz5. Stability in revenue sharing is
important to ensure county programmes and projects continue without disruption
that may be occasioned by sudden budget cuts arising from change ofthe revenue
sharing framework.

The allocations to the county governments based on the Fourth Basis framework
is shown in Table 5.2.
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r. To share revenue equitably to facilitate
service delivery

z. To share revenue equitably to address
economic disparities and promote
development

Total



Table 5-z: Allocation to County Governments for FY zoz5/26, Ksh
Million

4 l', r rs iir

Baringo
Bomet
Bungoma

6,684
7,oL'
tt,l77
7,515
4,827
5,370
8,29o
B,r7o
4,924
8,345
rz,98r
6,zs9

12,294
12,r7o

5'449
9,306
8,4os

ro,886
8,625
5387
3,254
9,597
8'qgz
rr,69r
7,597
9,944
8,98s
7,900
7,572

20,r79
8,667
7'346
9,242
5,360
5'937
6,519

5,623
7,301
S,o66
6,825
4,400
7,541

13,213
8'472
5,293
9,903
6,6ro

387,425

r.72
r.8o
z.8z
1.89
1.29
1.35
2.61
2,O4
r.50
2.34
3.25
1.83

3.t4
3.o5
1.36
2.33
2,10

z.16
r.45
o.94
2.40
2.L3
2.93
2.26
2.50
2.r2
1.98
r.88
5.o5
3.42
1.84
2.31
t.4r
r.49
1.63
r.52
r.92
r.37
t.78
1.20
r.89
3.3r

r.46
2.70
r.69

100.oo

7,185
7,528
tt,Z66
7,89s
5,374
5,6t6

ro,894
8,se6
6,24r
9,767

13,562

7,653
13,O94
12,715

5,693
9,723
8,782
11,374

9,O72
6,039
3,935

ro,o27
8,828
12,2t4
9,427

ro,454
8,838
8,253
7,852

zr,o8z
14,279

7,675
9,656
5,885
6,zoz
6,8rr
6Bs2
8,or9
5,711

7,433
5,o28
7,878

r3,8o5
8,852
6,o72

rr,z83
7,o70

4r7,425

t.73
r.8r
2.88
r.94
1.25
1.39
2.74
2.11

1.27
2.r5
3.35
1.74

3.r7
3.t4
1.41

2.40
2,77
z.8r
2.23
1.39

o.84
2.48
2.r9
3.o2
7.96
2.57
z,t6
2.o4
1.94

5.21
3.53
1.90
2.39
1.38
1.53
r.68
1.45
r.88
r.3r
t.76
r.4
1.95

3.4r
2.19
r.37
2.56
r.7r

IIIIIIIIIIIIII

Elgeyo-Marakwet
Embu
Garissa
Homa Ba1'

Isiolo
Kajiado
Kakamega
Kericho
Kiambu
Kilifi
Kirinyaga
Kisii
Kisumu
Kitui
Kwale
Laikipia
lamu
Machakos
Makueni
Mandera
Marsabit
Meru
Migori
Mombasa
Murang'a
Nairobi Citr,
Nakuru
Nandi
Narok
Nyamira
Nyandarua
Nyeri
Samburu
Siay'a

Taita-Taveta
Tana-River
Tharaka-Nithi
Trans-Nzoia
Turkana
Uasin-Gishu
Vihiga
Wajir
West Pokot
Total

22
23
24
25

3r
32
33
34
35
36
37
38
39
40
4t
42
43
44
45
46
47

1()0.oo

36

Third Basis
Nlocation Index

zoz4/zg
Allocation

Fourth Basis 2o2S/26County Allocation AllocationIndex
t

3

19
20

z6

z8
29
30
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APPENDICES

Appendix r: Summary of Conditional Grants and Loans from
Development Partners (Ksh. Million)
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Source/Purpo6e

Intemational tr\Ind
for furiorlnrral
Development
OFAD)-
Aqusq tul€
Business
Development
Pmiect (ABDP)
DANIDA Grant for
Uaiversal
Healt[car in
Derolved $Etem
Pm€remme
DANIDA GraDt to
Supplement
Finaming of
Counp Health
Facilities

422

DANIDA Grsnt-
Prirnary Health
Care in Devohed
Cnnte6d

Donor Projects r6,581

EU Crant
Onstnrments for
Derolution Advie
aad Support
IDEAS)
EU- Water Tor{er
Proteation and
Climate Chnge
Mitigrtion and
AdapcatioD
Programne
twaTER)
Germau
Development Bank
(KJW)- Drught
Resilieoce
Programme in
Northem KenlE
(DR}NK}

3,392

IDA (World Bank) -
Icnla Climate
Smart AgdcultuE
Pmie.r (KCSAP)

2,OO
o

IDA (Wodd Bank)
Ctedil (Fiuancing
lrcatry- Id
Clirure Artion
(FtLoCA)
hogram, Courty
Clinate
IDstitutional
Support
(CCIS)Grart
IDA (World Bank)
Crcdit (Finarcirg
l,ocally-Ird
Climate ArtioB

tt

I

l-[

[-1-
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:.1 94
9

7,23 4,26
2

6,39s 3,563 3,150 28,6o2

8,25o 5,OO
o 13,250

2,148
2,3C}

o
t,4r

o
2.1 l

5 7.q7?

4,6o
o 4,600

396

rr,46
5 ,465

3,8o
o

3,5
oo

3,40
o 5.900 5.350 5'700 32,650

517

2,75
o 3,637

2,9
94

4,34
5

2,235
15,961

34.1
379

9,318 2,146 7,932 r9,396

85o 653 1,300 775 73
3,651
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Source/Purpos€

(FLfrCA)
Pmgram, County
Oimate Resilience
hvestmeDt Grant
(CCRIG)

IDA (World Bauk)
Ctedit (National
Agricultural and
Rural Indusive
Growth Prcject
NARIGP)
IDA (World Bank)
credit National
Agricultural Value
Chain
Delrlopment
Proiect (NAVCDP)
IDA (World Bank)
cHit: Xeuya
Dewlutiotr Support
Pmject (KDSP) "
lzvel r Grant"
IDA (World Bank)
Credit: Kenla
Derolution Support
Project (KDSP) "
l,elel z Gr8nt"
IDA (World Bank)
Credit: Kenla
Urban Support
Pmject (KUSP)-
Urban Institutional
Crarts rUIC)

I,575 1,97r

IDA (Wotld Bauk)
CEdit: Kenla
Urban Suppon
hoiect ffiUSP)
IDA (World Bank)
Crcdit: Wat€r &
Sanitation
D6/elopment
Pmiect (WSDP)

5,OO
o

IDA (World Bank)
Cledit (Financing
Iacally-Led
Oimate Action
GUaC.r)
Program, CountJ*
Oimate
Institutional
Supporr (CIIS)
Grant (Lercl r

5r7

IDA (Wortd Bauk)
Trausforming
Health Systerns for
Unirnrsal Care
Pmiect
Ketr}? Livestock
Commercialization
Prcject (KErclOP)

Other Loars &
GrsDts

Swedeu-
Agricrltural Sector
De\rclopmeDt
Support
kogrsmme
(AsDsP) u
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80o 1,200 2,303 1,900 6,203

2,80
o

2,700 3,270
1o.60

o 19,370

2,589508 r,3o2 7i9

1,200

2,250 2,25O

1,762 r.762

65 65

r6,58r r3,88
q

l o.6-
I 3,87r

r6,4o
8

29,2
42

33,
8rs

32.34
{

18,26
7

33,19
2

3s,6s 267,7774,8
38

39

Source/Purpos€

UNFPAgth
Country Program
ImDlementation
World Bank
Emery€Dcy lrcust
Response Pmject
(ELRP)
IDA Wo[ld balk -
Keo1a Informal
SenlemeDt
Imprcllment
Pmiect (KISIP II)
Wodd Bark LDaD

to Supplaneut
Firauing of
County Health
Facilities
GerfllaD
Derelopmeut BaaL
(K{Wl-Cr€dit
(Finarcing Lrcally-
Led Oinate AxtioD
(FLlrCA) Pmgam
Couou Climrte
Reilience
In\csunent (€R0
Gmnt

r,2oo

IDA (woiLl BanE
loan for the Food
Slstesls R€silience
Proiect (FSRP)

IDA (World Bank)
Crcdit- Second
Kenya Dor,olution
Suppoft
Pmcrarn(IOSP ID
United Nations
Fund for
Population
Activiti€s (LrNFPA)
Gralt roth Coultry
Gratrt

Craod Total
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Appendix II: County Pending Bills as at goth June zoz4

Baringo
Bomet
Bungoms
Busia
Elge,lo Marakr+tt
Embu
Garissa
Homa Ba\'
Isiolo
(.ajiado
Kakamega
Kericho
Kiambu
Kilifi
Kirin5aga
Kisii
Kisumu
Kitui
Krrale
laikipia
[.amu
Machakos
Makueni
Mandera
Marsabit
Menl
Migori
Mombasa
Murang'a
Naircbi Ci!\
Nakuru
Nandi
Narok
Nlamir:r
Nlandanra
Nlcri
Samburu
Siala
Taita Ta\ eta
Tana Riler
Tharaka Nithi
Tmns Nzoia
Turkana
Uasin Gishu
Vihiga
Wajir
West Pokot

Total

243,387
88.oo9

t,978,302
1,3ro,233

r'492
923,9ro

17,o32

93,107
67r,997
89o.814

5$,847
l8l,3o2

4,o69,o15
620,o74
4r5,04r

485,o85
r,66r,42r

1OO,133

r,rr7,868
883,462

2r,198
1,73O,O57

364,M8

125,863
360,759

1,528,2r4
llo,360

369,251
448,768

3606,5r6
1,42O,.592

1,492
1.812,566

3n,199
693,712

1,1o9,762
2,346,596
r,653,640
1,r34,714

6,987,888
r,206,2rr

581,246
2,313,518

3,O02,09O
393,9n

2'133'588
1,644,o7o

39,535
4,r18,4o7

534,858
2,226,35s

TOO,OOO

s86,824
739,957

4,440,572
r,388,488

lr8,3rS,754
1,021,268

r7i,970
264,640
106,oS2
237,529

7,393
zro,978
303,910

1,63o,303
2,121.343

62z,gS2
1,282,36o

749,858
699,299

1,466,280
2,330,3r8

503,446
V9,a6A'36Z

888,656
360,167

6oo,6o4
$7,765

r,4-55,782
r,1o9,794

953,4r2
23t8,872

586,r37
r66,205

1,828,434
t,!4o,669

293,843
r,o15,72O
760,6cg

18,336
2,388,35o

uo,410
2,226ASs

TOO,OOO

452.824
379,245

t,7o2,2to
205,092

5,751,843
55'227
8l,So7

764.640
6z,tt g

158,448

5,40?
t26,oT7
1O1.25r

7o,8347
95r.046
218,Sog
799,221
742,302
449,140
888'32

l,oo7,94l
r68,038

37,524,722

1,555
r43,211

55,432
2,O99

14,700

3,725
741

97,t82
5,813

61,824
ro4Br5

v,zz8
12,347

3,979

8r,o74
135,$6

9ro

84,422

72,1&
t24,529

81,2rr

57,635

126,222

113,632

23,153

36,r79

2,O3:

425,r35

4O,OO5

t4,7OO

3,725
74r

.15.409
13,907

96377
t66,02S

roo382
12,34i

56.987
r45,3lo

3,979

8r,o74
137,186

426,o46

t24,433

72,10,6
r24,529

81,2tr

36,r79
57,635

t26,222
3,n5

18,632

r34,OOO

360,713
2,738,362
r,r83"396

u2,569,9rr
966,04r
96,463

IIII 43,333
79'o8t

1,s86
84,901

2o2,659
921,956

r,r70,297
408,830
483,133

7,556
25o,O98

5n,909
1,322,377

335,408
t42,3,4J,645

3.--.r

52,584

262
r,396,368

14,374

7r4,767
r4,635

2,rrr,r35

40

8,226
8,o9s

34.553
6t,vo

52,584

"'utivement Sub Total Recurrent Devr Sub Total
o.

2
3
4
s

8

ro
9

ll
II

I
I
15

r6

r8
rg
20
21

2a
24
25
26
27
28
29
ao

:1tl

11

38
39

4t
42
l:1
M

46
47
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