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RECOMMENDATION ON SHARING OF REVENUE FORTHE
FINANCIALYEAR zo23/24
Pursuant to Article z16 (rXa) 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 2o2Slz+. 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. 2,566 billion for the financial year 2o21f 24.

In addition, the Commission recommends that Ksh. 8.2 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.



The Commission further reicommends that the national government througfu the
Kenya National Library Services transfers Ksh. ,p4.6 million to gg counties as
recurrent enpenditures on library statr

The Commission also recommends that in line with the Mining Act zo16, 3o
percent of the mineral royalties for the financial year 2tl23 lzqbetransferred to the
six benefi ciary county governments.

Enclqsed herewith, find the detailed recommendation, which also presents the
determination of each county's equitable share based on the Third Basis for
nevenue sharing approved byParliament in September 2o2o.

Sincerely,

Dr. Jane Kiringai, EBS

CI{AIRPER,SON
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EXECUTTVE SUMMARY

The financial year zoz3lz4 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 4.5
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 +.9 percent in zozr 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 zozt, 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 5.2 percent in 2c.29. 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 zozr, 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 zozg/24 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 zozgfz4, the national
government be allocated Ksh. z,r5o.B 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, go percent of the mineral royalties for the financial year
zozg/24 be transferred to the beneficiary county governments. The county
governments shall be elrpected 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 rccent audited and approved accounts for the
financial year 2ot9/zo amounting to IGh. 1,730.9 billion, Ksh. 8.2 billion be
allocated to the Equalisation Fund.

In accordance with the provisions of Section tgo (t)O) of the PFMA zo1z, the
Commission presents the determination of eadr 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(rXa) of The Constitutton of KenAa 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) 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 zo3(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 appnoved by the National Assembly.
The most recent audited and approved accounts are for the financial year
zorg/zo.

The recommendation for the financial year 2o2gl24 is the twelfth that the
Commission is making since the beginning of devolution in the financial year
zorz/r3. This recommendation has been made against the backdrop of
economic recovery from the effects of the Corona Virus Disease (COVID-Ig)
pandemic, which is expected to improve revenue performance.

The rest of the recommendation is organised as follows; Section Two assesses
the performance of the economywhile 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.
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2.O. PEfIFORMANCE OF THE ECONOMY

z.r 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

z.z.r 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 9.4
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 4.9 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.t percent 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-r9
infections between January and July 2o2t, 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 increasing mlnerabilities
to debtz.

East African CommuniVs (EAC) real GDP is estimated to have expanded
by +.9 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 +.9 percent in zozr compared to z percent in 2o2o 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-r9 pandemic, effects of climate change, and regional
conflicts and tensions. In 2o.29, growth in the region is likely to rise to 4.7
percent3.

1 IMF world economic outlook, October zozz
2lbid
3 African Development Bank, East Africa Economic Outlook, October zozz

3



2: East African Comm GDP Growth Rates o/o

Source

Kenya's economy recovered from the adverse effects of the COMD-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 recovery was driven mainly by resumption of
most economic activities after the lifting of the COVID-I9 containment
measures.

GDP Growth Rates

Source of data: Kenya National Bureau of Statistics
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Kenya's growth is expected to remain strong at 5.7 percent in zozz but projected
to slow down to 5.3 percent in zoz3r. 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 2015 and zozo.

The decomposition of the GDP by sectors shows that in 2c21, 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: Sector Contribution to GDP (%)

Source of data: Kenya National Bureou o;fStatr'str'cs
+ Reuised
*Prouisional

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.

z.z.z Inflation

Kenya's inflation remained within the target of 5 + 2.5 percent from zozo to
June 2c.22. However, inflation has been on an upward trend from February
2022, breaching the Central Bank's ceiling of 7.5 percent in June 2oz2 (Figure
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5). The inflation resulted from supply chain disruptions and a prolonged dry
period.

5; Inflation Rates (%)

Source of data: Cettrul8a,nkof Kmya

The surge in infl ation has been driven mainly by increase in food and fu el prices.
Core inflation has remained below one penoefit reflecting a stable monetary
policy (Figure 6).

6: Fuel and Core Inflation Rates (%)
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2.8 Monetary Sector

2.B.r Interest Rates

Short-term interest rates remained fairlylow 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 August2o2t
to 8.6 percent in August 2ol22. Overthe same period, the r8z-dayTreasury Bills
rate increased from 7.1 percent to 9.5 percent whereas, the 364-day Treasury
Bill rate increased from 7.4 percent to 9.9 percent.

Short Term 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 sectorborrowing increased from rz.r
percent in September zozr to rz.4 percent in September zozz (Figure B). The
increased lending rates are likely to lead to decline in private sector borrowing.
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2.8.2 Exdrange Rates

The Kenya Shilling weakened against the United States Dollar (USD) by g
percent between October 2o2t and October 2el22. 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



Figure 9: Kenya Shilling Exchange Rates

Source of data: Central 8r,nkof Kenya

Exchange rate movements influence the trade balance and repayment of public
debt. Ttre 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 June2c.22.
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. lntroduction

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 tz to zot4lt5. However, between the financial years zo15/16 and
zozof zt actual revenues fell below taryeted nevenue, with the highest shortfall
of Ksh. go+ billion in zorg/zo (Figure ro). firis shortfall was due to the
administrative and tax policy measunes undertaken to cushion households and
businesses from the effects of COVID-r9 pandemics.

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

ro: Actual and Revenue in Ksh. Billion

Source of data : National Tfeasury
* Projections

5 The administrative and tax policy measures include: restrictions on movement of persons and goods, public gatherings, and
dusk to dawu 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 30 to 25 percent), and a reduction in the Value Added Tax (VAI) rate (from 16 to
r4 percent).
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Analysis of revenue by main tax heads reveals that between the financial year
zorg/zo and zozt/22, 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 2o2r/zz as a result of the restoration of
the tax rate to go 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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32.8

(e.8)

2.4

18.8

r9$3 2or.2

98.o 9s.9

r89.S 192.8

Source of data: Natrbnal Tleasury
*Includes investment income, withdrawal ofequity, traffic revenue, taxes on international trade and transactions (lDF fees), rent
on land/buildingp, fines and forfeitures, other taxes, loan interest receipts reimbursements and other fund cuntributions, fees,
and miscellaneous nevenue.

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 2o1o/rr 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 15 percent.

Revenue as a percentage of GDP improved between the financial years 2o2of 2t
and zoztl22, where total revenue to GDP increased from tS.9 percent to 17.8
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-I9
administrative and tax policy measures. Total revenue to GDP and ordinary
revenue to GDP are expected to remain at LT.S percent and 15.1 percent in the
financial year 2o22f 25.
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u: Performance of Revenue as Percent of GDP

Source of data: Nahbnal Tlwrury *Fno3t'ectrbns

S.B. Revenues from Royalties

Revenues from natural resources form part of the nationally raised revenues
and include proceeds from royalties and other levies from extractives. Article
6g(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 zo16, Petroleum Act 2019 and Energy Act 2019. The revenues
collected from royalties are as shown in Figure rz.
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12: Natrrral Resources Revenues M

Source of dota: National Tleasury *ho7'ectrbns

Regulations on sharing of natural nesourc:es royalties harre not been finalised
and this has impeded 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 occud.g, 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 Ef zozs/23, Ksh. Million

xtrfi Cemeut

I

I

I(ajiado

Nandi

Taitafaveta
Kwale

Kiambu

Source of data : National Treasury

Athi River Mining L,td

BamburiCementCo. Ltd

National Cement Ltd

Tatr (hcmichal Uqgdi I&l
Kilima pesa Gold Mining Ltd

I(arebc GoldMidng Ud
Samurudha Resource Ltd

Base fitanium Ltd
Carbacid (COz) Ltd

Total

28o.5

23.5

288.2

303.7

46.9

$.87
t9.22

29.r3

lrl4
19.33

2'35o

zor8/r9 zorg/zo zozofzr zozrfzz zozzl4*
r Mining noyalties r Geotherrnal royalties r Oil exploration royalties

2,341

6oz
509409 z6r

2,25O

1,859
t,667r,572

906
746

42r
222 263
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9.4. Sfiarcturrc of Goverrrment Errpenditures

Development and net lending, and county transfers as proportions of total
government expenditure have been on the decline. However, allocation to
interest payments has increased from 9.6 percent in zoro/u to 19.1 in zoztf zz
(Figure r3). Pension and other Consolidated Fund Services has increased over
the years and is projected to reach 4.7 percent of government expenditure in the
financial year 2o2ylz4.1\e increase in interest payments and pension crowds
out development expenditures.

Figure 13: Government Erpenditures as a Percentage of Total
and Net

Source of data: National ft,o7'echbns

The gap between revenues and expenditures as percentage of GDP has averaged
seven percent sinee financial year 2otg lt4 as shown in Figure 14. Ttris fiscal
deficit has remained abovethe five percent governmenttarget and three percent
EAC convergence target.
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: Total Revenues and as of GDP

Source ofdata: Nahbnal ?leasurg

Fiscal deficit as a percentage of GDP increased from T.r percent in the financial
year 2019 /zo to 8.2 percent in zozo/zr. The fiscal deficit, however, declined to
6.3 percent in the financial year 2o2r /zz a.s a result of the government's fiscal
consolidation efforts. The deficit is expected to decline further to 4.3 percent in
the financial year zozglz4 due to the government's ongoing measures of
containing the grorvth in non-prigrity expenditures and increasing revenues.
(Figure r5).

: Fiscal asa ofthe GDP
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B.S. Public Debt

The total stock of public debt has increased consistently and is projected to
reach Ksh.ro,rz3.S billion in the financial year 2023 lz4 to accommodate the
fiscal deficit (Figure 16). This increase led to breach of the debt threshold
necessitating Parliament to review the 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 breadr the threshold by finaneial year
zoz3/24.

16 : Public Debt Stock

Source of data: NationalTfeastry * hojections

The public debt as a percentage of GDP increased from S9.1 percent in the
financial year 2ot7/r8 to 67.7 percent in zozo/zt. However, it is projected to
decline to 6z.r percent in zozg/24, which is above the SS 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 t4
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 of data: Nahbnal Tlnaasury * ho;t'actrbns

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.5 percent in zozz/23 @igure r8).
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Figure 18: Total lnterest Payment as a Percentage of Ordinary
Revenues
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Source of data: Natrbnal Tltrisary *Prro7'ectrbns

Interest payments is a first charge on odinary revenue and therefore an
increase in the payments lead to a reduction in the revenue available for sharing
between the two levels of government.

8.6. County Governments Fiscal Framework

8.6.r CounQr Revenues

Revenues to the county governments consist of four main sourlces 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 and zt7
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 zog(g) 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
county borrowing. The county borrowing 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. B,g2g.7 billion has been allocated to the county governments
between the financial years zorzf tg and zozzl23. This consists of equitable
share of Ksh. z,qSS.S billion and conditional grants of Ksh. 974.2 billion of
which, Ksh.zr9.6 billion is loans and grants from development partners (Figure
r9). 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: Count5r Transfers (Ksh. Billion)

Source of Data: Controller of Budget

Further analysis of the countygovernments'total revenue reveals that equitable
share allocation contributes on average 8o.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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Conditional grants firom the national gorvernment to the counties
amountd to IGh. 154.6 billion from financial )rear 2012/13 to 2or22/29.Ttte
grants for the financial year 2012/13 amounting to IGh. 6.2 billion include only
the fourth quarter following the general election held in Mardr 2013. The details
of the specific conditional grants ane summarised in Appendix t. The
conditional grants supplement financing in health, roads and education sectors.
However, in the financial year 2o2t/zz, four conditional grants were converted
into equitable share. These are: grants to level 5 hospitals, user fees foregone,
Road Maintenance Levy Fund (RI\{LF) 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 2022/23 have contractual obligations (Table 3).

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

4.5 4.5 4.5 9.4 6.2 6.2 7,2 S.2 47,7

0.6 o.6 o.49 o.g o.3 o.45 2.j4
Source data: CARA uanbus issues

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.

20



County governments have raised a total of Ksh. Srg.4 billion in own source
revenue between financial years zotzltg and zozr lzz. The OSR for the
financial year 2ol2/r3 amounting to Ksh. 6.8 billion include only the fourth
quarter following the general election held in March 2o$.

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: Perforrnancie of OSR (Ksh. rrillisl)

Source of Data: Controller of Budget

S. 6.2 County Expenditure Performance

Section to7 of the PFMA 2ot2 requires that over the medium term, counties
allocate a minimum of 30 percent of their total budget to development
expenditure and no more than 35 percent on personnel emoluments. Counties'
actual expenditures on development averaged 28.5 percent over the period
zorTltS 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 classifi cation.
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I

Figure zz: Average Development Expenditure (o/o) for FYs zotT/t8
to 2o2 22

Source of Data: Connollen of Budget

Section ro7 of the PFMA and Section 2S(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 zozt/zz. Only five counties
namely Mandera, Tana River, Marsabit, Kilifi and Kwale had their personnel
emoluments within the PFMAliurit of gS percent as shown in Figure 23.

Figure z3: County Average Wage BiII (%) for FYs zorTlrS to
20 22
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8.6.8 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 3lo,2ol22, amounted to
IGh. r53.oz billion as shown in Figure 24. Appendix q presents a summary of
pending bills by county as at June 2e.22.

Coun Bills

Source of data: &rnl:oller of f,ldrget

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

Figune z5: County Executive Pending Bills as at June 2or22 (Ksh.
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Figure z6: County Assembly Pending Bills as at June z,o22 (Ksh.
Million)

Source of data: Confioller of Budget

The bulk of the pending bills for Nairobi City County are for statutory creditors
(Ksh. +6.6 billion), of which IGh. z3 billion constitute lapfund and Ksh. zo
billion taptrust. Government guaranteed loans constitute Ksh. t5.3 billion. This
is shown in Table 4.

Table 4: Stock of Nairobi Ci Bills-Ksh. Million

Statutory creditors
Suppliers/Contractors
Iall creditors
Utilities
BankLoans
Contingent liabilities
Empkatcesbenefits
Total

Source of Data: Norrobi City County BROP zozz
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4.o f{ECOMMENDATTON 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, 2011as:

"all taxes imposed by the nattona.l gouernment under Arttcle zog of the
Constitutton and any other reuenue (including inuestment income) that may
be authorbed by qn Act of Parliament, but excludes reuenuesg referred to
under Articles zo6(t)(aXb) and zog (q) of the Constitution".

The perfonnance of ordinary revenue is summarised in Table 5.

Table 5: Revenue Performance for the Ffs zor3lt4to zozgf 24,
Ksh. Billion

919.o
r,o3t.8o

r,152.5O

r3o6.6o
r365.ro
t,499.80

r573.40

r,56z.oo

r,9r7.90

2,192.O

2,566.o

rrz.8o
r2().7o

$4.ro
sSso

r3y'..70

13,.fu
-rr.4o

355.90
274.to

374.o

12.3

tt.7
13.4

4.5

9.9

4.9
-o.7

ze.8

14.3

17.6

t2.5

9.9

9.3

6.q

4.7

9
t2.L

r8.z
Source of data: Nahonal Tleasury
*projected

Recommendation on Equitable Shares of Revenue for Financial
Year zoz3/24

The shareable revenue is projected to increaseby t7 percent from Ksh. z,r9z
billion in the financial year 2022/zgto Ksh. 2,566.o billion in the financial year
2cz3124. Informed by the performance of revenue, the Commission
recommends an increment in the allocation to each level of government for the
financial year 2o2Slz+.Therefore, the national government allocation be
increased from Ksh. r,Br4.B billion to Ksh. 2,150.3 billion and county
governments'allocation be increased from Ksh. 37o billion to Ksh. 4oZ billion.
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In line with Articl e 2o4 that provides for an allocation of o.S percent of the most
recent audited and approved accounts amounting to t,7go.g billion, Ksh. B.Z

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

370
7.r

2r191.9

407
8.t

2,566
Source ofdata: CRA

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

Other Recommendations :

r. Transfer of Recurrent Expenditure 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 Sg libraries be transferred to 33 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 rBS (S) of the MiningAct 2016 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
Coun Governments Ksh. Million

Kajiado

Nandi

Source of data : The Nahonal Theosury

The Commission recommends that go percent of the mineral royalties for the
financial year 2023lzqbe 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-fuency task force put in place in November zozz needs to expedite the
preparation of regulations to guide the sharing and utilisation of the ro percent
community component. The mining regulations once approved by Parliament
will provide a sharing framework among the communities.

TaitalTarveta

Xsr.le
Kiambu

MombasaCement Ltd

Athi River Mining Ltd
Bamburi C.ement Co. Ltd
National Cement Ltd
Tata Chemichal Magadi Ltd

Kilima pesa Gold Mining Ltd
Karebe Gold Mining Ltd

Sarnunrdha Resouce Ltd
Be1ltenirmLtd
Carbacid (CO2) Ltd

Tel

28o.5

23.5

288.2

3o3.7
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t5.87
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29-\g

lrl24
r9ix|
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8+.r

7.1

86.s

9L,L2

74,t

4.76

s.76

8.zq
g?
SD
703
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16.5

zor.8
zrz.6t
r72.86

11.11

13.45

20.39
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13.53
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6.0. SfIARING OF REVENUE AMONG COIINTIES FOR
FINANCIAL YEAR zozg f zoz4

Section 19o (rXb) 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 each county'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

Heolthindor
Agricuhural index
Poplationinde"t
Urban services index
Basic share indeer
[^and area inder
Rural access index

head count index

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
zotg/zo of Ksh. 316.5 billion. The remaining amount from the
recommendation is shared based on the Third Basis. Based on this criterion,
Ksh. r58.z5 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 u.

Table u: Allocation to for FY
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Kakamega

Kericho

Kiambu

Kilifi
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Kisii

Kisumu
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APPENDICES

Appendix t: Summary of Conditional Allocations to the Counties from
the National Goverrtment, FY zo 14 - 2O2 23

t9Itz
2016 zorT/

r8
4.2

o.9

4.5

11.1

o.6

2

8ut

2,750

r,05o

2,t48

zotgl
20

4.3

o.9

6.2

8.9

o.49

2

2020 zozr/ zozzl
lzr 232214 15 16

o o

1.93.4 3.6

o.9

4.5

3.3

4.3

o.9

6.2

9.4

o.3

2

4

o.9

4.5

4.3

4.3

o.9

9.4

8.S

o.6

7.2 5.2

4.3 4.r

o2

34 r.9 16.6 18 a3.j r$S

o-3 0.45

er8 .S.r 7.i 5.65

2

Source of data: CountyAllocotion of Reuenue Act, Vorious Issues

Appendix 2: Summary of Conditional Grants and Loans from
Partners (Ksh. Million), 14 to 20,22123
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Health facilities
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IDA (WB) credit for
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UHC
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IDA (WB) grant for
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World Bank- grant
for ELRP

5o8 r3o2

8ls 422

3'697
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Sxant 2,8oo 2,Zoofor KISIP e
UNFPA-9th
Country Program
Implementation
Granb andloans
from donors-Ottrers
IDA (WB) Creditfor
FLIoCA Program -
CCIS Grant (Irvel r)
IDA (1418) Creilit for
FLloC.A
Total

16,58r $,889 9,918 2,146 Z8g8

16,581 8,889 ao,6V g,AV t6,4og 35,242 S8,7oS So,2o4 92,3,44

Source ofdata: CARA

Appendix B3 ExlDenditure by Ec'onomic Classification, I(sh. Billion
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Appendix 4: County Pending Bills-Ksh. million
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