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This assessment report delves into the specifics of emerging challenges and other financial 
issues hampering the successful implementation of Nairobi county budget and provides 
findings and recommendations on enhancing transparency, accountability and participation 
and what that would mean for Nairobi City County moving forward. 



 

 
Introduction:  
Over the last three years of budget formulation, implementation and accountability, 
various issues have been raised by the Auditor General and the Controller of Budget 
concerning the unlawful and inefficient use of public money including; irregular 
procurement, unsupported expenditure and irregular use and accounting of revenue by 
Nairobi City County Government. However, despite these oversight offices repeated 
recommendations towards remedying these challenges as pointed out, these issues still 
continue unabated.  
 
This assessment shall be used as an opportunity to delve into the specifics of the 
identified problems with particular attention paid to the systemic manner in which they 
have engendered themselves including assessing the loophooles upon which they 
thrive, how they manifest themselves, levels and the degree of culpability of the various 
institutions involved, their impact on public expenditure and service delivery, and an 
overall view on how these identified problems can be stemmed.  
 
Revenue Collection, Management and Accountability;  
Under the law, each of the 47 counties is assigned the responsibility of revenue 
collection from own its sources including collection the listed taxes under the law and 
user fees charges as the case may be. The collected revenue is meant to supplement the 
equitable share of revenue that the county governments receive in the form of fiscal 
transfers from the national government1.  
 
Compared to its predecessor, Nairobi City County has witnessed tremendous growth in 
the arena of revenue collection ever since the coming into operation of the system of 
devolved governance. Going by various reports and credible sources, revenue collection 
and sources have been a lot more defined, streamlined and enhanced, than was the 
case during the subsistence of the now defunct Nairobi City Council (NCC).  
 
However, this new phenomenon has not been without challenges, especially when 
looked at from the standpoint of the Revenue Collection, Management and 
Accountability.  
 
In equal measure, the Constitution and the Law make it clear that all county receipts 
(revenue) MUST be channeled through the County Revenue Fund of the particular 
county.  

1See article 209 of the Constitution 
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Article 207 of the Constitution of Kenya:  

207. (1) There shall be established a Revenue Fund for each county government, 
into which shall be paid all money raised or received by or on behalf of the 
county government, except money reasonably excluded by an Act of Parliament.  

Section 109(2) of the Public Finance Management Act:  

The County Treasury for each county government shall ensure that all money 
raised or received by or on behalf of the county government is paid into the 
County Revenue Fund, except money that………….. 

Therefore, it is clear from the standpoint of the law that unless otherwise limited by the 
law, all county revenue receipts must be channeled through the County Revenue Fund 
without fail, unless any such exclusion fall within the exceptions defined by the law.  

Like already stated, the offices of the Controller of Budget and that of the Auditor 
General in their reports have indicated their misgivings on the manner that Nairobi City 
County has been spending monies collected from own revenue sources, directly at 
source, without channeling the same through the County Revenue Fund in line with the 
Constitution and the law. Despite numerous calls on the matter by the office of the 
Controller of Budget, County Assembly and other responsible institutions, the trend 
persists undiminished.  

As a pointer to the fact that revenue collection has witnessed a better spell during the 
reign of the Nairobi City County Government, revenue collection over the financial years 
stood as follows; FY 2013-14 collection was 10.03 B, 11.5B in FY 2014-15 and by the 
close of the 3rd Quarter of FY 2015-16, the amount of revenue that had been collected 
so far, stood at 9.6B.  

The above notwithstanding, the Commission for Revenue Allocation (CRA) has 
consistently made the case for counties including the county of Nairobi to enhance their 
revenue collection capabilities by widening their revenue bases, eliminating collection 
inefficiencies including the deployment of technology with the resultant consequence of 
optimal revenue collection in line with projected county revenue collection potentials.  

Further, enhanced revenue collection brings on board additional finances vital forthe 
financing ofexisting budgetary deficits and equally funding development expenditure, 
whose crucial need cannot be gainsaid.  
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Taking all these into account, it is discernible that the county government has resorted 
to the application of own revenue as collected towards recurrent and development 
spending though still with unimpressive results.  

For instance, the rate of development spending in the county has been at an all time low 
and with such low spending and low absorption rate, it means that key development 
projects that would have helped the county to regenerate wealth and impact the lives 
of the ordinary residents of the county, undesirably takesthe back seat.  

Key concerns:  

1. Clearly, all indicators are that the county cannot succinctly give a record of the 
revenue collections that it is making daily. In our discussions with the county 
assembly, it was confirmed that it has not been given satisfactory pointers to the 
amount of revenue that the county collects on a daily basis hence the reasonable 
conclusion on their part that the revenue collection system is fraught with 
leakages.  

2. The assembly further confirmed that the spending at source is one of the key 
contributors to the imminent revenue leakages witnessed in the county.  

3. Further, it was the view of the county assembly that the county revenue 
projection and targets are reasonable and attainable; thus, if the leakages and 
inefficiencies are potentially contained, the county might ease the financial 
constraints that it is ever finding itself in.  

4. There was also the feeling that revenue automation has not fully helped the 
county, as it is a process that has been deliberately frustrated for varied reasons 
including the desire to stifle accountability and transparency.  
 

Revenue Spending at Source - Trend analysis: 

Nairobi City County has been severally cited2 for spending at source; what this basically 
means is that the county spends it revenue directly without first remitting the collected 
revenue to the County Revenue Fund (CRF) as is required by article 207 of the 
Constitution. In line with her budget implementation role as assigned the constitution, 
the Controller of Budget is assigned the responsibility of allowing for withdrawals from 
the County Revenue Fund as an accountability and financial control measure.  

2 The office of the Controller of Budget has made repeated calls for Nairobi to deposit its 
revenue as collected into the County Revenue Fund with very little success.  
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The periodic analysis of the expenditure reports from the county of Nairobi show that 
the county has consistently reported higher expenditures under the budget than the 
amounts approved by the Controller of Budget from the county revenue fund.  

In her half-year report for the financial year 2014/15, this is what the controller of 
budget had to say of Nairobi County with respect to the 572 million that the county had 
incurred towards development spending;  

“Nairobi County did not request funds for development activities although they 
incurred development expenditure during the reporting period. This might imply 
that funds requested for recurrent expenditure were diverted to finance 
development activities or local revenue was spent at source on the development 
activities.”  

The point therefore is that Nairobi county requested funds for recurrent spend from the 
exchequer account, and either diverted some part of the monies towards development 
expenditure or applied own source revenue to fund development expenditure. Based on 
our analysis, the latter view is the most likely.  

The tables below aid us in putting these issues into scope; 

Financial Year Observations 

2013 -2014   The approved budget was Kshs. 25.2 billion.  

 The Exchequer releases from the County Revenue 
Fund for the Financial Year stood at Kshs. 9.6 
billion 

 The County Expenditure for the Financial Year 
stood at 17.8 billion and this was 185 pc of the 
Exchequer release.  

 The foregoing means that an approximate 
amount of Kshs 8.2 billion was spent without any 
reference to the County Revenue Fund and 
basically at source. And this is explained by the 
difference between the County Expenditure and 
the Exchequer Releases through the Office of the 
Controller of Budget.  
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2014 - 2015  The approved budget was for Kshs. 25.59 billion 

 The Exchequer releases from the County Revenue 
Fund stood at 12.62 billion  

 The County Expenditure for the Financial Year 
stood at 21.02 billion and this was 166.6 per cent 
of the Exchequer release.  

 This equally means that Kshs. 8.4 billion was 
received and transacted by the County 
Government at the point of receipt without any 
reference or deposit to the County Revenue Fund.  

2015 -2016   The approved budget for the county was 30.83 
billion  

 During the first Nine (9) Months of the financial 
Year, the Controller of Budget reported that;  

 The County Exchequer Releases from the County 
Revenue Fund stood at 11.13 billion  

 The County Expenditure for the same duration of 
time stood at 17.7 billion and this was 159 per 
cent of the Exchequer release.  

 This means that 6.57 billion had been collected 
and transacted without any transfer to the county 
revenue fund.  

In summary, it means that across the three financial years, the county 
government of Nairobi and in contravention of the law, has been able to collect 
and spend sums of close to 20 billion without the same monies hitting the 
county revenue funds for purposes of expenditure approval and the 
accountability measures that come with the same.  
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The above graphs puts into scope the figures spent at source compared to the 
exchequer releases by the Controller of Budget. The variation as depicted in the graphs 
is the difference between the Exchequer Releases and the annual Budgetary 
Expenditure of the county. The variations further serve to demonstrate the monies that 
the county spent at source without remittances to the county revenue fund.  

Additionally, it would be worthy to show in perspective the relationship between the 
overall revenue collected by the county, and the revenue spent at source.  

 

Financial Year  Revenue 
Spent at 
Source  

Revenue 
Collected  

Percentage Ratio 
– Source Spending 
vs Collection  

2013 – 2014  8.2B 10.03B 81% 

2014 – 2015  8.4B 11.5B 73% 

2015 –2016  6.57 9.6B 68% 
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It is deductible from the foregoing that the county is spending over 70pc of the revenue 
that it collects annually, directly at source. Further, a huge chunk of the monies is 
dedicated towards recurrent expenditure. 

Of critical concern is whether or not the funds that are collected and spent at source 
without the approval of the Controller of Budget are a true representation of Revenue 
as actually collected.  

Could there be a possibility that the collections that are spent at source could in effect 
be much higher than what is reported? How can the residents be sure that what they 
pay for in rates and other user charges are accurately reported and collected, if these 
sums are not posted into the county revenue account as part of the accountability and 
transparency framework expected under the law?  

Points to Note:  

1. Who verifies that the revenue collected and spent at source is a true reflection 
of the funds as collected if this information is not available to the Controller of 
Budget?  

2. It is also curious that the revenue being collected and spent at source rises at a 
steady and almost constant figure across the financial years? Could it be that the 
figure is being manipulated or is it a coincidence? The figure has been steady 
around the Kshs. 8 Billion mark.  
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3. And in terms of revenue spending at source, it would also be vital to know how 
much of the monies are spent as revenue receipts by the collecting county 
entities? Additionally, how much revenue is spent from the county revenue 
operations account/revenue holding accounts without the same hitting the 
County Revenue Fund?  
This is necessary for purposes of giving a clear picture of what would otherwise 
legally qualify as appropriations in aid vis-à-vis outright spending at source. 

Outlay of Recurrent Expenditure:  

Between the financial years 2013 -2014 and 2015-2016, the county of Nairobi incurred 
recurrent expenditure in the following manner; 15.9B, 18.72B and 13.94 in the financial 
years 2013-14, 2014-15 and 2015-16, respectively.  

Financial 
Year 

Description Total 
Recurrent 
Expenditure 

Percentage to 
Total 
Expenditure 

2013 - 2014 Personnel Emolument – 10.3B  15.9B 64.7% 

Operations & Maintenance – 2.9B  18.2% 

Debt Repayment – 2.7B  16.98% 

2014 - 2015 Personnel Emolument – 13.91B  18.72B 74.3% 

Operations &Maintenance – 4.81B   25.7% 

2015 – 2016 
(9 months)  

Personnel Emolument – 9.88B  13.94B 70.8% 

Operations& Maintenance – 4.06B   29.2% 
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The table shows that based on the conclusive years; 2013-14 and 2014-15, the recurrent 
expenditure for the county has grown with specific increases in the amount of funds 
that the county has deployed against both Personnel Emoluments and Operations and 
Maintenance.  

Rising Wage Bill:  

Nairobi county has been beset with a high wage bill to the extent that almost all the 
monies that it receives from the national government as equitable share of revenue 
actually goes towards financing recurrent expenditure and thus leaving very little for 
development spending.  

Also, the law defines the limits of spending on wages and personal benefits vis-à-vis 
total revenue. The County Government PFM Regulations (2015) – state as follows;  

25. (1) In addition to the fiscal responsibility principles set out in section 107 of 
the PFM Act, the following fiscal responsibility principles shall apply in the 
management of public finances—  

(a) the County Executive Committee Member with the approval of the 
County Assembly shall set a limit on the county government’s 
expenditure on wages and benefits for its public officers pursuant to 
section 107(2) of the Act;    

(b) the limit set under paragraph (a) above, shall not exceed thirty five 
(35) percent of the county government’s total revenue;    

Using the above provisions of the regulations as a background, the county expenditure 
on personnel emoluments weighed against the total revenue stood as follows:  

Financial Year Total Revenue Personnel 
Emolument  

Percentage 
Variation  

2013 -2014 17.8B 10.3B 57% 

2014 - 2015 21.02B 13.91B 66% 

2015 – 2016 (9 
months) 

17.7B 9.8B 55% 
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Total 56.52 34.01 60.17% 

 

As illustrated in the table above, it shows that the county is clearly in breach of the law 
with relation to the fact that it is spending more than the legally allowable limits on 
wages and benefits for its public officers. The law sets the spending limit at 35 per cent 
of the total revenue yet the county is spending an average of over sixty per cent of its 
revenue on wages and benefits.  

It’s an area that the county ought to look into and make the requisite revisions. 
Otherwise, the amount of monies that are left for development shall continuously get 
constricted. It does not help that the figure seems to have grown between the financial 
years and hence a matter of concern that ought to be redressed expeditiously.  

 

 

Sector analysis of the wage bill:  

Sector 
Approved 
2015/2016 

Total  
Recurrent  

Fy 2016/17 

Employee 
Costs 

Total 
Recurrent 
Expenditur
e 2016/17 

Total 
Recurrent 
Expenditure 
2017/2018 

Total 
Recurrent 
Expenditure 
2018/19 

County 
Public 
Service 
Board 

              
79,999,862  

                 
33,406,026  

               
85,591,026  

                   
89,870,577  

              
94,364,106  

Governor’s 
Office 

         
4,488,719,477  

            
4,250,205,56
8  

5,315,598,
084  

              
5,581,377,98
8  

         
5,860,446,88
7  

ICT,E-
Governmen
t  & Public  
Communica
tions 

            
144,000,000  

                 
84,441,112  

             
155,222,03
6  

                 
162,983,138  

            
171,132,295  
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Finance   & 
Economic 
Planning 

         
2,773,390,523  

            
1,116,662,45
0  

          
3,035,500,
009  

              
3,187,275,00
9  

         
3,346,638,76
0  

Health 
         
5,038,000,000  

            
4,049,912,90
8  

          
5,083,267,
764  

              
5,368,431,15
2  

         
5,666,852,71
0  

Physical 
Planning, 
Lands  & 
Housing 

            
375,000,000  

               
356,697,235  

             
410,739,93
8  

                 
431,276,934  

            
452,840,781  

Public 
Works  & 
Infrastructu
re 

         
1,355,000,000  

            
1,063,055,02
4  

          
1,472,919,
325  

              
1,546,565,29
1  

         
1,623,893,55
5  

 Education, 
Youth 
Affairs 
Social 
Services  

         
1,534,000,000  

            
1,305,955,79
5  

          
1,699,847,
037  

              
1,784,839,38
8  

         
1,874,081,35
8  

Trade, Co-
operative, 
Industrializa
tion 

            
278,890,000  

               
198,353,318  

             
663,482,31
8  

                 
696,656,434  

            
731,489,255  

Public   
Service 
Manageme
nt 

         
1,016,923,808  

               
292,681,459  

          
1,344,210,
784  

              
1,411,421,32
3  

         
1,481,992,39
0  

Agriculture, 
Livestock  & 
Fisheries 
Developme
nt 

            
288,000,001  

               
243,105,628  

             
313,979,42
8  

                 
329,678,399  

            
346,162,319  

Water, 
Energy, 
Environmen
t   Forestry  
& Natural   
Resources 

         
1,553,563,884  

               
533,958,810  

          
1,815,749,
242  

              
1,906,536,70
4  

         
2,001,863,53
9  
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County 
Assembly 

            
893,777,250  

               
812,482,700  

          
1,653,811,
042  

              
1,736,501,59
4  

         
1,823,326,67
4  

TOTAL 

       
19,819,264,80
5  

          
14,340,918,0
31  

       
23,049,918
,031  

            
24,233,413,9
32  

       
25,475,084,6
29  

 

Also, the composition of the county’s wage bill raises deep concern. According to the 
CBROP 2015 and CFSP 2016, spending on salaries and wages of Nairobi City County 
Government is increasing steadily by 5% from Kes.13.6 billion in 2014/15 to Kes. 
14.3billion in 2016/17 and further projectedto rise to Kes. 15.08 billion in FY 17/18.  
 
On the wage bill, the County submits that3; 

1. “Transformation of the public service will be a priority area that focuses on 
change of staff culture and attitudes, coupled with continuous skill development 
through intensive and up to date training. Skill growth will also be done through 
the internship/attachment program. The size and competence of the public will 
also be put in check by the CPSB with necessary interventions to ensure a 
sustainable wage bill.” 

2. “Transformation of the public service will be a priority area that focuses on 
change of staff culture and attitudes, coupled with continuous skill development 
through intensive and up to date training. Skill growth will also be done through 
the internship/attachment program. The size and competence of the public will 
also be put in check by the CPSB with necessary interventions to ensure a 
sustainable wage bill” 

 
 
 
Key Concerns:  

1. The county committed austerity measures in the CBROP 2015 to slow down 
recruitment on non-essential manpower, outsourcing noncore services and 
despite the same, we are still seeing a continued growth of personal 
emoluments under the budget. It means that the county is still piling on the 
numbers of those in its employ.  

3 County Fiscal Strategy Paper – 2016/17 

13 
 

                                                        



 

2. What are thesolid proposals by the county government on maintaining the 
current wage bill and further reducing or making it sustainable in the long term? 
At this stage, we must also be alive to the fact that the county requires a 
commitment to the implementation of its proposals on the reduction of the 
wage bill, than theorizing on what is ailing it.  
 

Outlay of Development Expenditure:  

The county’s development expenditure has not been desirable over the financial years. 
From very little sums of monies designated for development expenditure to low 
absorption rates of the funds as designated. Additionally, the amounts designated for 
development expenditure compared to recurrent expenditure, have witnessed very 
little growth over the years.  

Development spending is a key factor in the expansion of the space for economic 
growth. Some of the key areas that ought to witness targeted development spending 
include infrastructure. Constricted development spending definitely means that the 
Kenyan economy is denied the opportunity and the space to grow due to the fact that 
Nairobi City County occupies an enviable position as the county that hosts the capital 
city and also realizes the most in terms of national GDP turnover.  

The absorption of development funds is not impressive at all; for the financial year 2014 
-2015, the county recorded a paltry 33.5pc absorption rate for development 
expenditure.  

In the financial year 2014 – 2015, the Controller of Budget had this to say;  

“The recurrent expenditure for the period under review represented an 
absorption rate of 99.9 per cent, an increase from 90 per cent realized in FY 
2013/14 while development expenditure recorded an absorption rate of 33.5 
per cent, an improvement from 25 per cent realized in FY 2013/14. 

The allocation for development expenditure relative to total expenditure was equally 
not impressive as demonstrated below;  

Year Development 
Expenditure  

Recurrent 
Expenditure  

Total 
Expenditure 

% Variation 
(Devt 
Expenditure to 
Total 
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Expenditure) 

2013 -2014 1.8B 15.9B 17.7B 10.16% 

2014 -2015 2.3B 18.72B 21.02B 12.28% 

2015 -2016 (9 
months) 

3.76B 13.94B 17.7B 21.24% 

Total 7.86B 48.56B 56.42B 13.93% 

 
In the County Budget Review and Outlook Paper (CBROP-September 2015), the county 
makes the observation that the poor performance attributable to development 
expenditure arose out lack of clear implementation plans across all sectors and thus 
contributing to the poor absorption for development funds.  
 
RECURRENT AND DEVELOPMENT EXPENDITURE FOR FY 2015/20164 

Sector Approved Budget Payments & Commitments % Absorption 
Recurr

ent 
Develop

ment 
Total Recurr

ent 
Develo
pment 

Total Recur
rent 

Devel
opme

nt 

To
tal 

County  
Public 
Service  
Board 

79,999,
862 

20,000,0
00 

99,999,
862 

12,007,
383 

0 12,007
,383 

15 - 12 

Governo
r’s  

Office 

4,488,7
19,477 

379,000,
000 

4,867,7
19,477 

1,125,8
99,131 

30,257,
200 

1,156,
156,33

1 

25 8 24 

ICT,E-
Govern
ment  & 
Public  

Commu
nication

s 

144,00
0,000 

150,000,
000 

294,00
0,000 

24,834,
203 

41,803,
988 

66,638
,191 

17 28 23 

4 See County Fiscal Strategy Paper – 2015-16.  
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Sector Approved Budget Payments & Commitments % Absorption 
Recurr

ent 
Develop

ment 
Total Recurr

ent 
Develo
pment 

Total Recur
rent 

Devel
opme

nt 

To
tal 

Finance   
& 

Economi
c  

Planning 

2,773,3
90,523 

127,000,
000 

2,900,3
90,523 

676,10
2,990 

4,433,8
00 

680,53
6,790 

24 3 23 

Health 5,038,0
00,000 

1,760,00
0,000 

6,798,0
00,000 

1,186,4
33,184 

413,79
0,726 

1,600,
223,91

0 

24 24 24 

Physical  
Planning
, Lands  

& 
Housing 

375,00
0,000 

320,000,
000 

695,00
0,000 

93,087,
311 

31,396,
685 

124,48
3,996 

25 10 18 

Public 
Works  

& 
Infrastru

cture 

1,355,0
00,000 

6,205,00
0,000 

7,560,0
00,000 

279,30
4,299 

512,98
8,154 

792,29
2,453 

21 8 10 

Educatio
n ,Youth 
Affairs 
Social  

Services 

1,534,0
00,000 

436,000,
000 

1,970,0
00,000 

345,34
6,003 

38,159,
281 

383,50
5,284 

23 9 19 

Trade, 
Co-

operativ
e , 

Industri
alization 

278,89
0,000 

700,000,
000 

978,89
0,000 

97,863,
820 

221,67
0,322 

319,53
4,142 

35 32 33 

Public   
Service  
Manage

ment 

1,016,9
23,808 

30,000,0
00 

1,046,9
23,808 

173,99
5,348 

0 173,99
5,348 

17 - 17 
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Sector Approved Budget Payments & Commitments % Absorption 
Recurr

ent 
Develop

ment 
Total Recurr

ent 
Develo
pment 

Total Recur
rent 

Devel
opme

nt 

To
tal 

Agricult
ure, 

Livestoc
k  & 

Fisheries  
Develop

ment 

288,00
0,001 

50,000,0
00 

338,00
0,001 

62,361,
333 

21,891,
398 

84,252
,731 

22 44 25 

Water, 
Energy  
Environ

ment   
Forestry  

& 
Natural   
Resourc

es 

893,77
7,250 

688,000,
000 

1,581,7
77,250 

399,97
7,267 

233,02
0,000 

632,99
7,267 

45 34 40 

County  
Assembl

y 

1,553,5
63,884 

144,429,
684 

1,697,9
93,568 

389,83
0,140 

51,640,
411 

441,47
0,551 

25 36 26 

Total 19,819,
264,80

5 

11,009,4
29,684 

30,828,
694,48

9 

4,867,0
42,413 

1,601,0
51,965 

6,468,
094,37

8 

25 15 21 

 
The county in the CBROP 2015 further is of the view that total recurrent expenditure; 
Kshs 13.9 billion was in respect of compensation to employees, representing 74% of 
total expenditure. This is a truly undesirable state of affairs and ought to be revised with 
immediate effect.  
 
From the table above, it is discernible that the county is faced with very low percentage 
figures for funds absorption under both the recurrent and development expenditure 
heads. The sums of monies spent are much lower than the allocations made under the 
budget and this is mainly with respect to development funds.  

The trend has persisted over the years and is therefore an indictment on the part of the 
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county government on its inability to stimulate more economic activities through 
development spending. Adequate allocation of development funds coupled with proper 
implementation brings about new service delivery platforms and opportunities for the 
citizenry including stimulating the space for economic growth. Under the 
law,“development expenditure” is defined to mean “expenditure for the creation or 
renewal of assets,” the source of the monies notwithstanding.  

The County Government in its Fiscal Strategy 2015/2016 surmises that; 

“The implementation of the budget for FY 2015/16 has been slow so far. 
Revenues collection has significantly lagged behind the targets and disrupted the 
smooth flow of funds for development and general county operations. Budget 
absorption was slow in the same period, with all sectors utilizing well below half 
of their allocations” 

It is evident that the low absorption rates are a manifestation of a serious dearth in 
capacity at the county level and this is mainly in the area of the operationalization, 
administration and accounting for county funds. It is even much more disheartening 
that identification of development projects and their implementation thereto is victim 
to these capacity deficits.   

 
 
 
 
 
DEBT MANAGEMENT:  
 
The overall objective of debt management is to generally meet the government’s 
financing requirement at minimal borrowing costs with a prudent degree of risk. Tied to 
this is the need for the county government to have developed the structures and 
procedures necessary to effectively manage debt.  
 
As per the County’s Debt Management Strategy Paper, the total outstanding debt 
portfolio for Nairobi City County stood as at 31st December 2015, stood at 45.2 billion, 
which was a rise from 42.3 billion as at 30th June 2015. The foregoing means that the 
county’s debt within a span of 6 months had grown by a whooping 2.9 billion (it is 
actually 3.01 billion – see footnote 6). Such growth in the short-term is definitely huge, 
unsustainable and a strain on the already constrained resources of the county.  
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On the converse, the county government also claims that the national government is 
indebted to it to the tune of kshs. 62 billion5 in rates, rent, car park fees, licenses and 
even land that they claim was irregularly taken from the county government by the 
national government.  

The principle question that lingers on is; are these debts reasonably justifiable for the 
county government to have incurred them? Do they take into account the realism of 
government’s limited resource envelope? Is debt the best choice given all the variables 
that are always at stake in acquisition and repayment of debt?   

In any event, these debts have greatly shrunk the space for service delivery in terms of 
the finances that ought to be dedicated for the same. It shouldn’t escape our notice that 
these debts as per the table below are not developmental, project related or capital 
improvement in nature but are largely attributable to the normal operations of 
government.   

The debt structure majorly comprises of the following as indicated in the table below; 

Type  
Outstanding As at 

30th June 2015  

Outstanding As at 

31st December, 
2015  

Variation  

Statutory Creditors   
12.9  

 
15.01   

 
2.11 

Merchants and 
Litigations  

2.1  2.3  
0.2 

Utilities  0.3  0.3  0 

Loans  3.6  4.3  0.7 

Contingent Liabilities     

Pensions  
4.0  

 

4.0  
0 

5 His Excellency while addressing the County Implementation Select Committee in Mombasa as 
reported in the Daily Nation dated 14th September 2016.  
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Government 
Guaranteed loans  

19.1  19.1  
0 

Total  
 
42.3 6 45.2  

 
3.01 

 
 
Ideally, debt management is generally undertaken using a 3-prong approach:  

a) Long-term financial planning with respect to debt; 
b) Organizational methods that are conducive to effective debt management  
c) Technical instruments that aid effective debt management.  

 
Key Concerns:  

1. There is need for a comprehensive debt policy not only with respect to the 
county government of Nairobi but across the 47 counties. A debt policy improves 
the quality of decisions, provides justification for the structure of debt issuance, 
identifies policy goals, and demonstrates a commitment to long-term financial 
planning. Debt policies must be understood to be written guidelines and 
restrictions affecting the amount, issuance process, and type of debt issued by a 
governmental entity.  
 

2. The County Government to the extent that it is feasible and appropriate, should 
try pursuing the possibility of assets swaps with the entities that it owes money 
and in equal measure also owing it money. It has been stated that the county is 
owed to the tune of 62 billion by the national government and other state 
agencies. In similar vein, the possibility of debt net-offs to the extent that it is 
possible should be encouraged and pursued.  

 
3. It is advisable that debt renegotiations, refinancing and interest reviews should 

be pursued with the agencies that the county owes money. Effective debt 
management and the deployment of the same, has the potential of minimizing 
interest costs and consequently impact the debt burden.  

 

6 The figure of 42.3 is erroneous. The debt as at 30th June actually adds up to 42 billion and not 
42.3 billion as indicated.  
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4. Other than for short-term cash management and as decreed by law, borrowing 
for operating expenditures is generally unsound and should be avoided at all 
costs.  

 
County Assembly – Allowances Allocation;  
 
Department ITEM/DESCRIPTION FY 

2015/2016 
FY 2016/2017 FY 2017/2018 

Office of the 
Speaker 

Domestic Travel and 
Subsistence 
 

2,885,000 2,892,500 3,181,750 

Foreign Travel 6,501, 402 7,000,000 7,700,000 

Total   9,386,402 9,892,500 10,881,750 

 
County 
Legislatures  

Personal Allowances 
paid as 
Reimbursements  

7,789,000 7,800,000 8,190,000 

Total  7,789,000 7,800,000 8,190,000 

 

Cost of Good 
and Services  

Domestic Travel and 
Subsistence  

50,664,200 62,835,000 69,118,000 

Foreign Travel  40, 680,598 38,945,622 42,840,184 

Total  91,344,798 101,780,622 111,958,184 

County 
Assembly 
Services 
Board  

Domestic Travel and 
Subsistence 

5,000,000 5,000,000 5,500,000 

Foreign Travel 14,169,489 14,000,000 15,400,000 
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Total  19,169,489 19,000,000 20,900,000 

 
Office of the 
Clerk 

Domestic Travel and 
Subsistence  

41,492, 400 40,033,800 44,037,180 

Foreign Travel  32, 325, 886 35,558,475 39,114,322 

Sub Total  73,818,286 75,592,275 83,151,502 

Total   201,507,975 214,065,397 235,081,436 

 

Though the above allocation for allowances are largely in tandem with the guidelines 
issued by the SRC, it is worthy of noting the opportunity cost that comes with the same.  

The county assembly expects to annually spend in excess of kshs 200 million on travel 
and personal allowances, hence the question; is travel an essential priority in light of the 
financial distress that has consistently plagued the county of Nairobi including 
undermining its abilities to effectively deliver on services that are crucial to the common 
man? What other use can the money be assigned beyond travel? 

For instance, can the money be used to shore up sector allocations like more spending 
on drugs and other budget oriented vitals?  

Key Questions: 

1. Is the county making realistic budgetary allocations for both development and 
recurrent expenditure taking into account its revenue sources and resultant 
collections?  

2. Are the revenue projections realistic to accommodate the said budgetary 
allocations or are we budgeting with budgetary deficits in mind?  

3. What informs the development projects prioritization and financing in light of 
any existing capital commitments? Does such take into account the financial 
transition from one project to another?  

4. Are capacity gaps including lack of clear implementation frameworks solely 
responsible for the low rates of absorption of funds as allocated under the 
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budget?  
a. Are the skills and capacity requirements needed for the implementation 

of development projects at the county level sufficient?  
b. Do counties fully appreciate what the implementation of the 

development projects beyond resource allocation entails and to this end, 
do they have clear and elaborate implementation plans and timelines?  

c. Basically, is there demonstration of a clear relationship between the 
development proposed development projects with implementation plans 
that clearly spell out the operation and delivery of such projects?  

Consequently, it is vital that the continued lack of sufficient allocation for development 
funds or low absorption rates for the same is arrested because if left to continue 
manifesting itself, the risk that it poses to the general performance of devolution and 
the benefits that it is expected to give rise to, might end up being a mirage.   

Discussion: 

Some of the key questions that therefore arise to the fore include; 

1. Banking arrangements – the Public Finance Management Act makes it clear that 
at the County level, the county treasury as headed by the County Executive 
Committee Member in charge of Finance (CEC Finance), is responsible for the 
management of finances at the county level and this includes;  

a. The County Treasury for each county government shall ensure that all 
money raised or received by or on behalf of the county government is 
paid into the County Revenue Fund7.  

b. The County Treasury is responsible for authorizing the opening, operating 
and closing of bank accounts for the county government and its entities, 
except as otherwise provided by other legislation and in accordance with 
regulations made under this Act8.  

c. (2) As soon as practicable, each County Treasury shall establish a Treasury 
Single Account (TSA) at the Central Bank of Kenya or a bank approved by 
the County Treasury through which payments of money to and by the 
various county government entities are to be made.  

d. The Public Finance Management Act County Regulations (2015) also 
make it clear that all public moneys collected by a receiver of revenue or 
collector of revenue or collected and retained by a county government 

7 Section 109 of the PFM Act  
8 Section 119 of the PFM Act  
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entity, shall be paid into the designated bank accounts of the county 
government and shall not be used by any public officer in any manner 
between the time of their receipts and payment into the bank except as 
provided by law.  

The foregoing therefore means that the county of Nairobi has not fully abided with the 
provisions of the law.  

Institutional Indictment:  

The County Assembly:  

The County Assembly has a responsibility, on behalf of the public, to scrutinize and 
question the County Government’s financial plans and decisions. To achieve this, the 
assembly is expected to make sure that Government provides full information about its 
policies and activities and explain clearly why it has chosen one course of action over 
another. Furthermore, the assembly has a crucial oversight role to hold the executive 
accountable for the money it has spent including checking probity in the application of 
public finances and deterring or curbing corruption. 
 
The constitutional mandate to scrutinize government spending and oversight functions 
are vested in the assemblies as a fundamental principle of the separation of powers and 
this they undertake within the framework designed under the law. Within the purview 
of public finance, the assembly is expected to ensure accountability and transparency in 
the manner that the county government undertakes public expenditure and to this end, 
the county executive is mandated to make periodic financial reports to the assembly for 
consideration.   

Taking the above into account, the problem that is the noncompliance with the law as 
periodically pointed out by the Controller of Budget ought to have been picked by the 
Assembly and prosecuted to its final conclusion. The assembly ought not to let such 
breaches of the law go uncensored; acting otherwise is an indictment for inability to 
fully discharge their functions.  

Though the foregoing is the ideal, there are indications that the assembly has addressed 
itself on the matter but with insignificant consequences. In its communication on 
performance of the 2014/2015-budget year, the Budget and Appropriations Committee 
on Budget took note of the gravity of the situation that has been noncompliance with 
article 207 of the Constitution and sections 109 of the PFM Act. The assembly observed 
that the county risked being a candidate for the stoppage of funds in the event that 
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article 225 of the Constitution was invoked. Pursuant to this observation, it called for 
the county to adhere to the provisions of the law and wherever there is need, for the 
county to consider passing county legislation that would give the legal mandate for how 
and when funds can be spent source by county entities, albeit in tandem with the law.  

The assembly has also called for the censure of the officers that are implicated in 
nonconformity with the law including invoking the penal consequences under the PFM 
law. Unfortunately, the recommendations are yet to be implemented to date.   

Consequently, for oversight to be effective and thus bear fruits as intended, budget 
committees must be fully involved at various stages of the budget process including 
making regular reports to the assembly.  The assembly must also strive to define and 
influence the attitude with which the County Government of Nairobi approaches budget 
implementation, transparency and accountability.  

Key shortfalls:  

1. The assembly has not fully asserted itself as an oversight body for reasons that 
can only be speculated. By failing to assert itself, it means that the county 
executive gets the opportunity to ride roughshod over the assembly in clear 
contravention of the matrix of relations that should subsist between the two 
institutions.  

2. On the various issues that the assembly has considered and recommended for 
action on the part of the executive, majority of them are yet to be implemented. 
There is a very weak or uncoordinated follow up mechanism for resolutions or 
decisions of the assembly pertaining to the executive. Basically, the executive 
has mastered the art of ignoring the assembly.  

Redressing the shortfalls:  

Some of the avenues that the County Assembly ought to incorporate in its operations 
for purposes of enhancing accountability include;  

 Strengthening the roles of the Public Accounts Committee (PAC) to ensure that 
its directives and recommendations are worthwhile and are nevertheless 
implemented including punitive action.  

 It must also enhance the space with which it works with the Civil Society and the 
media as a way of enhancing oversight and highlighting noncompliance with 
legislative directive or authority.  
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 To the extent that it may apply, the assemblies must rise beyond the view that 
their predominant area of work is legislation with little effort left for or applied 
towards, oversight and accountability.  

 They must also streamline their association with the executive to do away with 
any perception of pitting the legislature against the executive. Some executives 
are unwilling to provide information to legislatures or committees even in non-
controversial areas. 

The offices of the Controller of Budget and Cabinet Secretary: 

Has the office of the Controller of Budget condoned budgetary violations in the county 
of Nairobi? Beyond the periodic remonstrations from this office, what deliberate efforts 
have they undertaken in ensuring that the County of Nairobi abides with the 
requirements of the law including the fact that the Controller of Budget has the powers 
to make a report to parliament on the continued violation of the law by the county of 
Nairobi for purposes of stoppage of funds as anticipated by article 225 of the 
Constitution.  

In equal measure, the Cabinet Secretary has the powers to invoke proceedings for the 
stoppage of funds as under article 225 of the Constitution and sections 94, 95 and 96 of 
the Constitution. In all fairness, the continued expenditure of billions collected as 
revenue at source, does not bode well with the law and the practices of prudent and 
accountable financial management. That the same has consistently arisen is not only a 
pointer to financial malpractice but also financial impunity.  

It must be principally noted that the county’s attribution of the problems besetting it to 
the transition and takeover from the former local authority does not hold 3 years into 
devolution. By now it should be able to streamline its services and operations in 
conformity with the law and the larger picture that is service delivery as a key 
expectation of devolved governance. The county government should by now be much 
more organized and effective in resource mobilization, spending, accountability and 
service delivery.  

The structural and organizational problems that it continuously invokes should equally 
have been reviewed and harmonized by now, so as to ensure that service delivery and 
its attendant framework for delivery are effective, bereft of malfeasance and opacity, 
and that the good citizens of Nairobi get their taxes worth in services.  

The Senate:  
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The Constitution under article assigns the Senate the power to provide oversight and 
legislate on matters concerning county governments. In that respect, the Senate 
through its responsible committee invited the county government officers to appear 
before it and some of the key concerns that came to the fore included:  

1. The fact that the county was not able to account for 252 million of the revenue 
collected between January and June 2013.  

2. The rate at which the pending bills were soaring compared to the previous 
financial years especially before the onset of the devolved system of governance. 
The Auditor General had stated in his report that the pending bills had soared by 
350pc; the county had pending bills totaling Sh53, 312,379,122 as of June 30, 
2014. This compared to balances in the previous year of Sh11, 069,683,000 as of 
June 30, 2013, an increase of 381.6 per cent, which cannot be confirmed.  

3. Why the county was paying Sh350 million a year to a private company to collect 
revenue on behalf of the county at a fee that was quite exorbitant compared to 
its peers.  

In response, the Governor complained that the national government largely contributed 
to the county’s pending bills by failing to clear their arrears and committed that there 
were efforts underway to ensure a cleanup of their books as part of establishing the 
exact amounts owed by the state to the county.  

The senate directed that a special audit be conducted within three months and the 
report submitted to the committee for consideration and further action.  

This clearly shows that the financial situation in Nairobi county is below the 
expectations of the law and serious efforts from all players must be brought on board to 
ensure that the county is steered back to the path of proper financial governance, 
accountability and transparency. It is a concern that even the senate has noted and 
should act on within the province of the Constitution and the law including calling for 
punitive action against the perpetrators of theft and misuse of public funds, as the case 
may be.  

Solutions in the Law:  

Clearly, the Constitution and the PFM Act makes it succinctly clear that all revenue 
collected by the county government or its entity must be deposited into the County 
Revenue Fund except as may be reasonably excluded by an Act of Parliament, the PFM 
Act or County legislation, and thus be retained by the county government entity which 
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received it for the purposes of defraying its expenses.  

In terms of redressing this problem, the options available to the county include; 

1. Formulating a framework legislation and accompanying regulations, allowing for 
the retention of monies by agencies or entity that collected the same in a 
manner that is in tandem with the expectations of the law including prudent, 
transparent and accountable management of funds.  
 
Once again, the law9 is very clear that: 

“The County Treasury for each county government shall ensure that all 
money raised or received by or on behalf of the county government is paid 
into the County Revenue Fund, except money that— may in accordance …… 
with County legislation, be retained by the county government entity which 
received it for the purposes of defraying its expenses;  

2. Based on the notoriety with which this is a recurrent matter, and definitely not 
restricted to Nairobi County alone, it is time that the Senate legislated on the 
matter including the penal consequences and sanctions that the matter attracts.  

Unfortunately, if this persists as it has done so over and across the financial years 
without any indication of the same abating, then it shall be in order for the Cabinet 
Secretary to be petitioned for the stoppage of funds to the County of Nairobi. The fact 
that serious sums of monies of monies have not been deposited may qualify as the 
county not being able to operate a financial management system that complies with the 
requirements prescribed under sections 94, 95 and 96 of the PFM Act and Article 225 of 
the Constitution.  

Going Forward:  
1. Revenue Collection:  

a. The county must increase the space for own revenue collection and 
streamline the manner in which the same is applied towards 
development spending whilst also eliminating wastages that may be 
incidental to revenue collection.  

b. There is need for the county to appoint receivers of revenue that go 
about revenue collection in a professional manner including ensuring that 
the monies collected are collected, banked in designated revenue-

9 Section 109(2)(b) of the PFM Act  
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collection accounts and later transferred to the County Revenue Fund for 
accountability and transparency.  

c. All County governments entities must a matter of lawand fact report 
revenue generated from services offered and such funds equally factored 
into the entity’s budget each financial year.  

d. As from the estimates, it is also discernible that there are no provisions of 
Appropriations in Aid – is it accurate that the county entities are not 
capturing any AIA in their books? This is a matter that may actually lead 
to double funding and thus there is need for clarity from the county on 
the matter.  
 

2. Wage Bill and Recurrent Expenditure–based on its commitment before, which 
unfortunately haven’t been fully implemented and therefore to realize results, 
the county must ensure that the wage bill is streamlined including; 

a. Reviewing the recruitment of nonessential manpower, outsourcing 
noncore services to ensure that the wage bill does not continue rising, 
and in the long-term, ensuring that it comes down. The county treasury 
must back this move with realistic and implementable austerity 
measures.  

b. Even as the county halts recruitment of personnel, it is also curious that 
the county revenues have grown over time but the wage bill is still 
unsustainable. The County Public Service Board (CPSB) must move in and 
rightfully undertake its duties and responsibilities as under the law. The 
wage bill problem in Nairobi might not necessarily be tied to the 
workforce inherited from the now defunct Nairobi City Council.  
 

3. On Development Expenditure: it would be prudent that the county beyond 
conducting a skills audit for purposes of determining its capacity in the 
implementation of development programs, it must also harmonize its strategic 
plans with workable and realistic work plans, procurement plans, budget and 
cash flow projections.  

a. There must not be any disconnect between project conceptualization and 
project implementation. When the development projects are not well 
thought, then project implementation hitches arise as a related 
consequence.  

b. At the budget formulation stage, the designation of funds for 
development expenditure must be realistic and not routine especially in 
this particular era of program based budgeting which emphasizes on the 
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objectives and outputs of government spending, and presents 
information in ways that make it easier to relate allocations to the goals 
of spending for improved service delivery and this it does by way of 
identification of clear program inputs, outputs and impact.  

 
4. Spending at source: it must also be noted that separate banking arrangements 

that exist outside of the legal framework posited under the law always cause 
serious problems in reconciling a government’s accounting records with its 
banking transactions, as part of the accounting and reporting processes. Nairobi 
is definitely a victim of such an arrangement and must therefore ensure that 
observance of the law guide its operations. 
 
Further, there is no real explanation for spending at source from the standpoint 
of the law.  It is illegal and ought to be brought to a stop including the 
application of the legal sanctions that come with the same. Urgent payments and 
unanticipated financial situations cannot be the basis upon which the county 
bases its nonconformity with the law.  
 
Additionally, the county ought to curb the possibility that its institutions might 
be beneficiaries of double funding. This possibly arises when an institution that is 
wholly funded under the budget opts to retain the revenue that it equally 
collects, without sweeping the same into the county revenue fund. In our 
discussions with the county, it was apparent that some of the county hospitals 
might be beneficiaries of double funding and that coupled with inaccurate 
reports of financial collections, undermines revenue collection and 
accountability.  
 
 
 

5. Budgeting: It is certainly clear that the county is budgeting with deficits in mind 
and that the supplementary budget is thus used as a tool for correcting the 
unrealistic estimates made during budget formulation. Since the law calls for a 
balanced budget, it is possible that the county government initially draws up its 
budget for purposes of meeting this formal requirement of the law, and in the 
course of the budget cycle, uses supplementary appropriation as an avenue for 
making adjustments to the budget to a more realistic level.  
 
It is possible that the politics of the day, government pressures and 
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nondiscretionary items demand that the ambitious budget contains items that 
might not be reasonably attained within the financial year whilst losing the larger 
picture, which is that, the county resources are quite thin and not readily 
available for such kind of intended financing as proclaimed under the budget. 
The budgeting process should not be reduced to a formality but must be realistic 
(not ambitious) and undertaken in a manner that is responsive to the dictates of 
the law, and the expectations of the community within the aegis of service 
delivery.  
 

6. County Assembly/Senate Oversight:  
Generally, the budget is an important economic policy tool of any government 
and provides a comprehensive statement of the priorities of that government. 
Therefore, as the representative institutions of the people, the county 
assemblies are the appropriate place to ensure that the budget optimally 
matches a nation’s needs with available resources.  
 
Effective legislative participation in the budget process establishes checks and 
balances that are crucial for transparent and accountable government and 
ensuring efficient delivery of public services. This includes the consideration of 
financial reports as submitted before the house.  
 
It is vital that the PIC/PAC committees of both the County Assembly and the 
Senate ensure that their recommendations relating to budget audit and 
performance are actually followed with periodic implementation reports of their 
recommendations. This is because these recommendations do not have a 
practical value when not implemented or even acted upon. Thus, it is important 
that the assembly/senate come up with a follow up system through the use of a 
formal tracking reports produced by the institution under financial scrutiny, for 
purposes of enabling the tracking of the extent of implementation and 
compliance with each of the recommendations made in earlier reports. And for 
full effect, the committees ought to be periodically briefed with relevant officials 
from the executive under whose docket the task of implementation rests.  
 
The sanctions available under the law must also be part of the recommendations 
for action including censure and criminal prosecution. It is vital that these 
representative institutions i.e. senate and county assembly act in liaisons with all 
the relevant institutions that have a stake in the criminal process, from 
investigations and prosecutions, for purposes of ensuring that violations that rise 

31 
 



 

to the levels of crime as defined as under the law are subjected to the judicial 
process and requisite punishment meted out.  
 

7. Judicial Intervention:It is noteworthy that the matter relating to the 
circumstances under which monies received by the county should be paid or not 
paid into the county revenue fund is awaiting judicial determination in Benson 
Mutura v County Government of Nairobi & 7 others10; with respect to the 
interpretation and meaning of article 207 of the Constitution, the court framed 
the dispute into the following issues for determination;  

1. What monies must be paid into the County Revenue Fund? What 
monies are excluded therefrom?  

2. In what circumstances would such monies be withdrawn? 
3. What laws(s) authorizes withdrawal of such monies?  
4. What is the role of the Controller of Budget in the withdrawal of 

funds from the County Revenue Fund?  
5. In the specific context of the Petition before me and in addition to the 

above, there is also the question; in what circumstances, may the 
County Government expend revenue and other monies at source?  

The petitioner sought the indulgence of the court seeking declarations relating to 
Nairobi’s county’s failure to manage the County Revenue Fund (CRF) within the 
expectations of the Constitution and the Public Finance Management Act, 2012 
(PFMA). 

The matter is still awaiting judicial determination and once done, shall be useful in 
clearly demarcating the boundaries relating to the revenue that the county can 
legitimately spend at source and those that must be conveyed to the county revenue 
fund. 

 
.  

 

10 High Court of Kenya; Constitutional and Human Rights Division, Petition Number 540 of 2015.  

 

32 
 

                                                        


