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AN ACT of Parliament to provide for the effective 

management of public finances by the national and 

county governments; the oversight responsibility of 

Parliament and county assemblies; the different 

responsibilities of government entities and other bodies, 

and for connected purposes 

ENACTED by the Parliament of KenyíL as follows— 

PART I-PRELIMINARY 

1. ( l ) This Act shall be cited as the Public Finance Management 
Act, 2012. 

(2) Subject to Article t 1 6 (3) of the Constitution, all 
provisions relating to county governments under this Act 
shall come into operation upon the final announcement 
of the results of the first elections under the Constitution. 

2.(1) In this Act, unless the context otherwise requires  

Shon title and 

commencement. 

Interpretation 

"accounting officer" means— 

(a) an accounting officer of a national government entity 

referred to in section 67: 

(b) an accountin o officer of a county government entity 

referred to in section 1 48 

(c) in the case of the Judiciary, the Chief Registrar of the 

Judiciary; or 

 (d) in the casc of the Parliamentary Service 

Commission, the Clerk of the senate: 
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"Accounting Standards Board" means the Public 

Sector 

Accounting Standards Board established under section 192; 

"appropriation" means— 

(a) authority granted by Parliament to pay money 
out of the Consolidated Fund or out of any 
other public 
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M 

fund; or 

(b) authority granted by a county assembly to pay, money out of 
the relevant County Revenue Fund or out of any other county 
public fund, 

"appropriation Act" means an Act of Parliament or of a 

county assembly that provides for the provision of money to pay 

for the supply of services; 

"authorised officer"— 

(a) in relation to the National Treasury, means any of its 

members or officers authorised by the National 

Treasury in accordance with section 1 3; or 

(b) in relation to a County Treasury, means any of its 

officers authorised by the County Treasury in 

accordance with section 105' 

borrower" means a person to whom a loan has been or is 
to be made; 

"Budget Policy Statement" in relation to a financial year, 

means the Budget Policy Statement referred to in section 25; 

"Cabinet Secretary" means the Cabinet Secretary 

responsible for matters relating to finance; 

"chafi of account" means a structured list of accounts used 

to classify and record budget revenue and expenditure 

transactions as well as government assets and liabilities on a 

standard budget classifications system; 

"Chief Officer" means the person appointed by the County 

Governor to administer the County department responsible for 

financial affairs; 

"commitment" means entering into a contract or other 
binding arrangement under which expenses or liabilities may be 
incurred; 

"collector of revenue"  

(a) in relation to the national governnnent, means a person 

authorised under section 76 to be a collector of 

revenue for the national government; 
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county government 

(b) in relation to a county government, means a person 

authorised under section 158 to be a collector of 

revenue for that county government; 

"Contingencies Fund" means the Contingencies Fund 

established by Article 208(]) of the Constitution  

"county corporation" means a public corporation within a 

county established by an Act of Parliarñent or county legislation; 

"County Emergency Fund" means a Fund established under 

section 1 10; 

"County Exchequer Account" means a County 

Exchequer Account referred to in section 109• 

"County Executive Committee member for finance" means 

the member of a County Executive Committee responsible for 

the financial affairs of the County and for the County Treasury; 

"County Fiscal Strategy Paper" , in relation to a county 

government, means the County Fiscal Strategy Paper referred to 

in section 1 17; 

"county government entity" means any department or 

agency of a county government, and any authority„body or other 

entity declared to be a county government entity under section 

5(1); 

"county government revenue" means all money derived by 

or on behalf of a county government from levies, rates, fees, 

charges or any other source authorised by the Constitution or an 

Act of Parliament; 

"county government security" means a security issued by 

the county government under section 144 and includes a treasury 

bill, treasury bond, treasury note, government stock and any 

other debt instrument issued by the county government; 

"County Public Debt" means all financial obligations 

attendant to loans raised and securities issued by the county 

government; 

"County Treasury" means a County Treasury established under 

section 103; 

"development expenditure" means the expenditure for the 

creation or renewal of assets; 
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"development partner" means a foreign government, an 

international organisation of states or any other organisation 

prescribed by regulations for the purpose of this Act; 

"financial statements", in relation to a financial year or 

other accounting period of the national government, county 

government, or a national government or entity, means— 
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county government 

(a) the financial statements referred to in Part Ill and Part 
IV of this Act; and 

(b) the financial statements prescribed by the 

Accounting Standards Board, 

"fiscal responsibility principles" means the principles of 

public finance specified in Article 201 of the Constitution, 

together with  

(a) the principles of fiscal responsibility referred to in 
section 1 5, in relation to national government; and 

(b) the principles of fiscal responsibility referred to in 

section 107, in relation to a county government; 

financial objectives" means the financial objectives set out in 

a Budget Policy Statement of the national government or in the 

County Fiscal Strategy Paper of the county governments; 

"Intergovernmental Budget and Economic Council 
means the Council established under section 1 87; 

internal auditing" means an independent, objective 

assurance and consulting activity designed to add value and 

improve an organisation's operations, which helps an 

organisation accomplish its objectives by bringing a systematic, 

disciplined approach to evaluate and improve the effectiveness 

of risk management, control, and governance processes; 

"medium term" means a period of not less than three 
years but not more than five years; 

"National Exchequer Account" means the National 

Exchequer Account referred to in section 17; 

"national government entity" includes any department or 
agency of the national government and any authority, body or 
other entity declared to be a national government entity under 
section 4(1); 
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county government 

"national government revenue" means all taxes imposed 
by the national government under Articles 206(l)(a) and (b) and 
209 of the Constitution, excluding revenue; 
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county government 

'national government security" includes a security issued by the 
national government under section 53 and a treasury bill, 
treasury bond, treasury note, government stock and any other 
debt instrument issued by the national government; 

"National Treasury" means the National Treasury 

established by section I l , 

"Principal Secretary", in relation to the National Treasury, 
means the person responsible for the administration of the 
National Treasury; 

"public money" includes— 

(a) all money that comes into possession of, or is 

distributed by, a national government entity and 

money raised by a private body where it is doing so 

under statutory authority; and 

(b) money held by national government entities in trust 

for third parties and any money that can generate 

liability for the Government; 

"publicise", in relation to a document, means to make 

known to the public, through the national or local media— 

(a) the general nature of the document; and 

(b) how and where it may be accessed and read by 

members of the public; 

"publish", in relation to a document, includes— 

(a) publishing the document in a newspaper, Government 

Gazette or other publication of general circulation in 

Kenya; or 

(b) publication of an abridged or summary versions of the 
documents without loosing the core content of the 
document; or 

(c) making the document available for reference at public 

libraries or offices of national government entities or 

in archives of those institutions; or 
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county government 

(d) posting the document on the internet on a Government 

website; or 

(e) if the document relates only to a  
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or any of its entities  

(i) publishing the document in a newspaper or other 

publication of general circulation in the County; 

(ii) making the document available for 

reference at public libraries or offices of the 

county government or those entities; or 

(iii) posting the document on the Internet on a 

county government website• 

"receiver of revenue"  

(a) in relation to the National government, means a 

person designated to be a receiver of revenue under 

section 75; 

(b) in relation to the county government, means a 

person designated to be a receiver of revenue under 

section 157; 

"recurrent expenditure"  

(a) in relation to the national government, means the 

e¥penditure that is incurred in operating the services 
provided by the national government; and 

(b) in relation to a county government, means the 

expenditure that is incurred in operating the services 

provided by that county government, 

but does not include expenditure incurred in creating or 

renewing assets belonging to or managed by that government; 

"regulations" means regulations made under this Act; 

"short term borrowing" means borrowing by a government 

by way of Treasury Bills, bank-overdraft or other instrument to 
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cover temporary cash shortfalls and is repayable within twelve 

months; 

"state corporation" means a state corporation within the 

meaning of the State Corporations Act; 

"Treasury Single Account"  

(a) in relation to the national government, means a 

centralised bank account system where all deposits and 

payment transactions are processed for State 

Departments, Commi§sions and Independent 

Offices, and any national government entity which 

draws directly from the Consolidated Fund; 

(b) in relation to the county government, means a 

centralised bank account system established in each 

county where all deposits and payment transactions 

are processed for county departments and any other 

county entity which draws directly from the County 

Revenue Fund; 

"Urban Board" means a city or municipal board within the 

meaning of the Urban Areas and Cities Act, 201 1; 

"vote" means raoney authorised by an appropriation 

Act for withdrawa l, from the Consolidated Fund or a County Revenue 

Fund; and 

' 'wasteful expenditure" means anv expenditure that was 

incurred which could have been avoided had due care and dil 

igence been exercised. 

(2) Terms used in this Act which are also used in the 

Constitution have the same meaning as they have in the Constitution, 

 3. The object of this Act is to ensure that— Object of this Act 
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(a) public finances are managed at both the national and 

the county levels of government in accordance with 

the principles set out in the Constitution; and 

(b) public officers who are given responsibility for 

managing the finances are accountable to the public 

for the management of those finances through 

Parliament and County Assemblies. 

4. (I ) The Cabinet Secretary may, with the approval of

 Declaration  of the Cabinet and Parliament, by order in the Gazette,

 entities government as nationalentitles. declare a state corporation, an 

authority or any other body whose functions fall under the national 

government to be a national government entity for the purposes of this Act. 
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(2) A declaration made under subsection 
(l) shall be based on criteria prescribed by 
regulations. 

(3) The Cabinet Secretary shall, from time 

to time, and not less than once each year, publish 

in the Gazette a list of national entities declared 

under subsection ( l  

(4) The Cabinet Secretary may, from time 

to time With the approval of the Cabinet and 

Parliament, by order in the Gazette, declare that a 

national government entity declared under 

subsection ( l ) shall, with effect from the date of 

the order, cease to be a national government entity 

for the purposes of this Act. 

5. ( I ) A County Executive Committee member 

for finance may, with the approval of the county 

executive committee and county assenlbly, by order in 

the Gazette, declare a county corporation, an authority or 

any other body whose functions fall under that county 

government to be a county government entity for the 

purposes of this Act. 

(2) A declaration made under subsection ( l ) shall 
be based on criteria prescribed by regulations. 

(3) A County Executive Committee member for 

finance shall, from time to time, and not less than once each 

year, publish jn the Gazette a list of the county entities declared 

under subsection (1). 

(4) A County Executive Committee member for 

finance mav, from time to time with the approval of the county 

assembly, and by notice in the Gazette declare that a county 

government entity declared under subsection ( I ) shall with 

effect from the date of the order cease to be a county 

government entity for the purposes of this Act. 

6. This Act shall prevail in the case of any inconsistency 

between this Act and any other legislation, on the 

following matters  
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(b) pr
ep
ar
ati

on and submission of accounts for audit, including 
the time for doing so; 

(c) borrowing, lending and loan guarantees; 

(d) raising of revenue and making of expenditures; 

(e) banking arrangements, including opening of bank 

accounts and investment of moneys; 
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(f) establishment and management of public funds; and 

(g) establishment and dissolution of state corporations. 

PART 11 PARLIAMENTARY OVERSIGHT OF NATIONAL 

FINANCES 

Responsibilities of Committees ofParliament 

7. The committee of the National Assembly established 

to deal with budgetary matters has responsibility for the 

following matters, in addition to the functions set out in 

the Standing Orders- 

Responsibilities of 

the National 

Assembly budget 

committee in 

public finance 

matters 

(a) discuss and review the Budget Policy Statement and 

budget estimates and make recommendations to the 

National Assembly; 

(b) provide general direction on budgetary matters; 

(c) monitor all budgetary matters falling within the 

competence of the National Assembly under this Act 

and report on those matters to the National 

Assembly; 

(d) monitor adherence by Parliament, the Judiciary and 

the national government and its entities to the 

principles of public finance and others set out in the 

Constitution, and to the fiscal responsibility 

principles of this Act; 

(e) review the Division of Revenue Bill presented to 

Parliament and ensure that it reflects the principles 

under Articles 187(2)(a), 201 and 203 of the 

Constitution, 

(f) examine financial statements and other documents 

submitted to the National Assembly under Part Ill of 

this Act and make recommendations to the National 

Assembly for improving the management of Kenya's 

public finances; 

(g) in accordance with Articles 1 14, 2 18 and 22 1 of the 

onstitution  
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(i) make recommendations to the National 

Assembly on "money Bills", after taking into 

account the views of the Cabinet Secretary; 

894 

and 

(ii) table in the Nat?onal Assembly a report 

containing the views of the Cabinet Secretary in 

subparagraph (i); and 

(h) introduce the Appropriations Bill in the National 
Assembly. 

Responsibilities of 8. ( l ) The Committee or the Senate establ ished to deal 
the Senate budget committee 

In public 
 with budgetary and financial matter; has 
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finance matters responsibilities for the following matters. in addition to 
the functions set out in the Standing Orders  

(a) present to the Senate, subject to the exceptions in the 
Constitution, the proposal for the basis or allocating 
revenue among the Counties and consider anv bill 
dealing with county financial matters: 

(b) review the County Allocation of Revenue Bill and the 

 Division of Revenue Bill in accordance with Article 21 
8( l)(b) of the Constitution at least two months before 
the end of the financial year; 

(c) examine financial statements and other documents 
submitted to the Senate under Part IV of this Act, and 
make recommendations to the Senate for improving the 
management of government's public finances; and 

(d) monitor adherence by the Senate to the principles of 

public finance set out in the Constitution, and to the 

fiscal responsibility principles of this Act. 

(2) In carrying out its functions under subsection (l) (a) and 
(b), the Committee shall consider recommendations from 
the Commission on Revenue Allocation, County' 
Executive Committee member responsible for finance. the 
Intergovernmental Budget and Economic Council. the 
public and any other interested persons or groups. 

Parliamentary Budget Office 

Parliamentarv -9. ( l) The office known as the Parliamentary Budget 

Budget Office 

continued. 
Office shall continue to exist as an office of the 

Parliamentary Service. 

(2) In addition to any other criteria established by the 

Parliamentary Service Commission, the Budget Office shall 

consist of persons appointed on merit by virtue of their 

experience in finance, economics and public policy matters. 

 10. ( l ) The Parliamentary Budget Office shall- Responsibilities of 
the Parliamentary 
Budget office. 
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(a) provide professional services in respect of budget, 

finance, and economic information to the committees of 

Parliament; 

(b) prepare reports on budgetary projections and economic 

forecasts and make proposals to Committees of 
Parliament responsible for budgetary matters; 

(c) prepare analyses of specific issues, including financial 

risks posed by Government policies and activities to 

guide Parliament; 

(d) consider budget proposals and economic trends and 

make recommendations to the relevant committee of 

Parliament with respect to those proposals and trends; 

(e) establish and foster relationships with the National 

Treasury, county treasuries and other national and 

International organisations, with an interest in budgetary 

and socio-economic matters as it considers appropriate 

for the efficient and effective performance of its 

functions; 

(f) subject to Article 35 of the Constitution, ensure that all 

renorts and other documents produced by the 

Parliamentary Budget Office are prepared, published 

and publicised not later than fourteen days after 

production; and 

(g) report to the relevant committees of Parliament on any 

Bill that is submitted to Parliament that has an economic 

and financial impact, making reference to the fiscal 

responsibility principles and to the financial objectives 

set out in the relevant Budget Policy Statement; and 

(h) propose, where necessary, alternative fiscal framework 

in respect of any financial year. 

(2) In carrying out its functions under subsection (l), the 

Parliamentary Budget Office shall observe the principle 

of public participation in budgetary matters. 
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 PART 111— NATIONAL  GOVERNMENT 

RESPONSIBILITIES WITH RESPECT TO THE 

MANAGEMENT AND CONTROL OF PUBLIC 

FINANCE 

Establishment of the National Treasury 

Establishment of the 

National Treasury 
11. ( l ) There is established, pursuant to Article 225 of 

the Constitution, an entity of the national government to 
be known as the National Treasury. 

(2)The National Treasury shall comprise of— (a) 

the Cabinet Secretary; 

(b) the Principal Secretary; and 

(c) the department or departments, office or offices of 

the National Treasury responsible for economic 

and financial matters. 

(3) The Cabinet Secretary shall be the head of the National 

Treasury. 
(G eneral 

responsibilities 01 
12. ( l ) Subject to the Constitution and this Act, the 

the National 1 

reasury 
National Treasury shall— 

(a) formulate, implement and monitor macro-economic policies 
involving expenditure and revenue; 

(b) manage the level and composition of national public debt, 

national guarantees and other financial obligations of 

national government within the framework of this Act and 

develop a framework for sustainable debt control; 

(c) formulate, evaluate and promote economic and financial 
policies that facilitate social and economic development in 
conjunction with other national government entities; 

(d) mobilise domestic and external resources for financing 
national and county government budgetary requirements; 

(e) design and prescribe an efficient financial management 
system for the national and county governments to ensure 
transparent financial management and standard financial 
reporting as contemplated by Article 226 of the 
Constitution: 
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Provided that the National Treasury shall 

prescribe regulations that ensure that operations of a 

system under this paragraph respect and promote the 

distinctiveness of the national and county levels of 

government; 

(f) in consultation with the Accounting Standards Board. 
ensure that uniform accounting standards are applied by the 
national government and its entities; 

(g) develop policy for the establishment, management, 

operation and winding up of public funds; 

(h) within the framework of this Act and taking into 

consideration the recommendations of the Commission on 

Revenue Allocation and the Intergovernmental Budget and 

Economic Council, prepare the annual Division of Revenue 

Bi l l and the County Allocation of Revenue Bill; 

(i) strengthen financial and fiscal relations between the national 
government and county governments and encourage support 
for county governments in terms of Article 190(1) of the 
Constitution in performing their functions; and 

(j) assist county governments to develop their capacity for 
efficient, effective and transparent financial management in 
consultation with the Cabinet Secretary responsible for 
matters relating to intergovernmental relations. 

(2) The National Treasurv shall have the following 

functions, in addition to those in subsection ( l )  

(a) promote transparency, effective management and 

accountability with regard to public finances in the 

national a overnment; 

(b) ensure proper management and control of, and 

accounting for the finances of the national government 

and its entities in order to promote the efficient and 

effective use of budgetary resources at  the national 

level; 
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(c) co-ordinate the preparation of annual appropriation 
accounts and other statutory financial reports by the 
national government and its entities; 

(d) prepare annual estimates of revenue of the national 

government, and co-ordinate the preparation of the 

budget of the national government; 

(e) consolidate reports of annual appropriation accounts 
and other financial statements of the national 
government and county governments and their 
entities; 

(f) report every four months to the National Assembly 
on the implementation of the annual national budget 
on areas not reported on by the Controller of Budget; 

(g) be the custodian of an inventory of national 

government assets except as may be provided by 

other legislation or the Constitution; 

(h) monitor the management of the finances of public 

enterprises and investments by the national 

government and its entities; 

(i) monitor the financial aspects of risk management 

strategies and governance structures for the national 

government and national government entities; 

G) monitor the financial performance of state 

corporations; and 

(k) issue guidelines to pational government entities with 
respect to financial matters and monitoring their 
implementation and compliance. 

(3) The National Treasury shall take such other action, 

not inconsistent with the Constitution, as will further the 

implementation of this Act. 

Powers of the 13. (1) The Cabinet Secretary may generally give to the National 

Treasury. 

National Treasury such powers as are necessary to facilitate the 

Cabinet Secretary and national government to exercise their 

powers in the Constitution, and in particular, the National 

Treasury may do all or any of the following— 
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(a) with prior notification to the entity, 

access any system of public financial 

management and control of national 

government entity; 

(b) where reasonably necessary in the 

execution. of its functions, access the 

premises of any national State Organ or 

other public entity and inspect the 

entity's records and other documents 

relating to financial matters after giving 

notice; 

(c) require national government entities to 

comply with any specified applicable 

norms or standards regarding 

accountinab practices and budget 

classification systems; 

(d) require any public officer in the national 
government to provide information and 
if necessary, explanations with respect to 
matters concerning public finance: 

Provided that a person providing information shall 

not be liable if at the time of providing the information 

that person, in writing, objected to providing such 

information on grounds that the information may 

incriminate him or her  

(e) provide any County Treasury with any 

information as it may require to carry out 

its responsibilities under the Constitution 

and this Act; and 

(f) perform any other act as the Cabinet 

Secretary may consider necessary 

including power to intervene where a 

state entity or state organ fails to operate 

a financial system that complies with 

requirements provided for under this Act 

or is in serious material breach under this 

Act or in accordance with Articles 190 

and 225 of the Constitution. 
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(2) The National Treasury may authorise any of its officers 

in writing to carry out a responsibility or exercise a power 

specified in the authorisatiðn on behalf of the National Treasury. 

(3) When acting in terms of subsection (2), an authorised 

officer, if requested by the person in relation to whom the 

responsibility or power is being carried out or exercised, shall 

produce the authorisation for inspection and failure to comply 

with that request invalidates any subsequent action purporting to 

be taken in terms of the authorisation. 

(4) An authorisation given under subsection (2) remains in 

force for a period specified in it or, if no period is specified, until 

it is revoked by the National Treasury. 

(5) The National Treasury may, in writing, revoke or vary 

an authorisation given under subsection (2). 
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Secondinent ot public 

officers by National 
Treasury to County 

Treasury 

•t he National 
Treasury to en 
force fisca) 
responsibility 

principles 

14. ( l ) 

Subject 

to 

Articles 

1 89 

and 190 

of the 

Constit

ution, 

the 

Nationa

l 

Treasur

y may, 

upon 

request 

by the 

County 

Treasur

y, and 

for a 

period 

that shall be agreed, second to a County Treasury for 

purposes of capacity building, such number of officers as 

may be necessary for the County Treasury to better carry 

out its functions under this Act. 

(2) A public officer seconded to a County Treasury under 

subsection ( l ), shall be deemed to be an officer of the 

County Treasury and shall be subject only to the direction 

and control of the County Treasury. 

15. ( l ) The National Treasury shall manage the 

national government's public finances in accordance with 

the Constitution, and the principles of fiscal responsibility 

set out in subsection (2). 

(2) In managing the national government's public 
finances, the National Treasury shall enforce the 
following fiscal responsibility principles— 

(a) over the medium term a minimum of thirty percent 
of the national and county governments budget shall 
be allocated to the development expenditure. 

(b) the national government's expenditure on wages and 

benefits for its public officers shall not exceed a 

percentage of the national government revenue as 

prescribed by regulations; 

(c) over the medium term, the national government's 
borrowings shàll be used only for the purpose of 
financing development expenditure and not for 
recurrent expenditure; 

(d) public debt and obligations shall be maintained at a 
sustainable level as approved by Parliament for the 
national government and the county assembly for 
county government; 

(e) fiscal risks shall be managed prudently; and 
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(f) a 

re

as

on

ab

le 

de

gree of predictability with respect to the level of tax 

rates and tax bases shall be maintained, taking into 

account any tax reforms that may be made in the 

future. 

(3) For the purposes of subsection (2)(c), short 
term borrowing shall be restricted to management of 
cash flows 

and in case of a bank overdraft facility it shall not exceed 

five per cent of the most recent audited national government 

revenue, 

(4) The National Treasury shall ensure that the level ot National 

Debt does not exceed the level specified annually in the medium term 

national government debt managemenl strategy submitted 10 

Parliament. 

(5) Regulations made under this Act may add to the list of fiscal 

principles set out in subsection (2). 

16. (l) The national government may. with the National government 

approval of Parliament, deviate from the financial deviatson from 



913 

2012 Public Finance Management No. 18 

 

objectives in a Budget Policy Statement on a temporary 
basis where such deviation is necessitated by a major 
natural disaster or other significant unforeseen event. 

(2) If there is a change of national government. the 

new government may, with the approval of Parliament, deviate 

from the financial objectives in a Budget Policy Statement but 

shall not deviate from the 'fiscal responsibility principles. 

(3) The National Treasury shall provide a report to 
Parliament regarding the deviation, and shall include in the 
report— 

(a) the reasons for and the implications of the deviation; 

(b) proposals to address the deviation; 

(c) the period the deviation is estimated to last; and 

(d) the status of development projects initiated by the national 
government and if any project has been stopped, the 
reasons for doing so. 

(4) rhe National Treasury shall publish and publicise the 
report made under subsection (3) within fifteen days after 
its submission to Parliament. 

Responsibilities oflhe National Treasury with respect to national 

public funds 

financial oboectives, 

17. (l) The National Treasury shall administer the The National 

Consolidated Fund in accordance with Article 206 of Treasury to 

the Constitution. administer the 
Consolidated Fund 

(2) The National Treasury shall maintain the Consolidated 

Fund in an account to be known as the National Exchequer 

Account, kept at the Central Bank of Kenya and shall, subject 

to Article 206(1) of the Constitution— 
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(a) facilitate payment into that account all money 

raised or received by or on behalf of the natiorfal 

government; and 

(b) pay from that National Exchequer Account 

without undue delay all amounts that are payable for 

public services. 

(3) The National Treasury shall ensure that the National 

Exchequer Account is not overdrawn at any time. 

(4) Where a withdrawal from the Consolidated Fund is 
authorised under the Constitution or an Act of Parliament for 
the appropriation of money, the National Treasury shall make a 
requisition for the withdrawal and submit it to the Controller of 
Budget for approval, 

(5) The approval of a withdrawal from the Consolidated 

Fund by the Controller of Budget, together with written 

instructions from the National Treasury requesting for the 

withdrawal. shall be sufficient authority for the Central Bank of 

Kenya to pay amounts from the National Exchequer Account in 

accordance with the approval and instructions provided. 

(6) The National Treasury shall, at the beginning of every 

quarter, and in any event not later than the fifteenth day from 

the commencement of the quarter, disburse monies to county 

governments. 

(7) The disbursement referred to in subsection (6) shall be 

done in accordance with a schedule prepared by the National 

Treasury in consultation with the Intergovernmental Budget 

and Economic Council, with the approval of the Senate, and 

published in the Gazette, as approved, not later than the 30 th 

May in every year. 

The National 

Treasury to 
18. ( l ) The National Treasury shall administer the 

admimster the  Equalisation Fund in accordance with Article 204 of the 

FAualisatlon Fund  Constitution. 
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(2) The National Treasury shall keep the 

Equalisation Fund in a separate account maintained at the 

Central Bank of Kenya and shall— 

(a) transfer into that Equalisation Fund all 
revenues payable into the Fund under Article 204(1) 
of the Constitution; and 
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FiiiŒnce  

(b) transfer from that Equalisation Fund, without 

undue delay, all money for purposes specified in 

Article 204(2) of the Constitution. 

(3) The National Treasury shall ensure that the 

Equalisation Fund Account is not overdrawn at any 'time. 

(4) Where a withdrawal from the Equalisation 

Fund is authorised under an Act of Parliament that approves the 

appropriation of money, the National Treasury shall make a 

requisition for the withdrawal and submit it to the Controller of 

Budget for approval. 

(5) The approval by the Controller of Budget of a 

withdrawal from the Equalisation Fund, together with written 

instructions from the National Treasury requesting for the 

withdrawal, shall be sufficient authority for the Central Bank of 

Kenya to pay amounts from the Equalisation Fund Account in 

accordance with the approval and given. 

(6) Any unutilised balances in the Equalisation 

Fund shall not lapse at the end of the financial year, but shall be 

retained for use for the purposes for which the Equalisation 

Fund was established. 

19. The Contingencies Fund shall consist of monies Source of the 

appropriated from the Consolidated Fund by an appropriation Act 

in any financial year. 

Contingencies 

Fund 

20. (l) The Cabinet Secretary shall administer the Cabinet Secretary to 
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Contingencies Fund. 

(2) The permanent capital of the Contingencies Fund shall not 
exceed ten billion shillings or such other amount as may be 
prescribed by the Cabinet Secretary with the approval of 
Parliament. 

(3) The Cabinet Secretary shall keep the Contingencies Fund 
in a separate account, maintained at the Central Bank of 

Kenya and shall pay — 

(a) into that account all monies appropriated to the 

Contingencies Fund by an appropriation Act; and 

(b) from the Contingencies Fund, without undue delay, 

all advances made under section 21. 

administer the 
Contingencies 

Fund 

21. (l) Subject to section 22, the Cabinet Secretary may Advances from the 

make advances from the Contingencies Fund if, on the Contingencies Fund 

basis of the set criteria and the process and operational 

guidelines of Article 208 ( l ) as prescribed in regulations 

approved by Parliament and the laws relating to disaster 

management, the Cabinet Secretary is satisfied that an urgent 

and unforeseen need for expenditure has arisen for which 

there is no specific legislative authority. 

(2) For the purposes or subsection ( l ), there is an urgent need for 
expenditure if the Cabinet Secretary, guided by regulations and 
relevant laws, establishes that  

(a) the payment which was not budgeted for because it was 

unforeseen and cannot be delayed until a later financial 

year without harming the general public interest; and 

(b) the event was unforeseen. 

(3) In addition to regulations and relevant laws, and for the 

purposes of this section, an unforeseen event is one which— 
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Cabinet Secretary to seek  22. ( l ) Not later than two months after a payment 
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(a) threatens serious damage to human life or welfare; 

(b) threatens serious damage to the environment; and 

(c) is meant to alleviate the damage, loss, hardship or 

suffering caused directly by the event. 

(4) An event threatens damage to human life or welfare under 

subsection (3)(a) only if it involves, causes or may cause — 

(a) loss of life, human illness or injury; 

(b) homelessness or damage to property; 

(c) disruption of food, water or shelter; or 

(d) disruption to services, including health services. 

(5) Subject to subsection (2), the Cabinet Secretary shall, by 
regulations and with Parliament approval, prescribe the 
criteria for making advance under subsection ( l ). 

Parliamentary 

approval for from the Contingencies Fund in terms of section 21, the 
payments made from Cabinet Secretary shall submit to Parliament a detailed 

Contingencies Fund  report in respect of the payment setting out the 

information specified in section 23(2) and seek 

Parliament to approve the payment. 
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(2) If Parliament does not sit during the period referred to 

in subsection ( l ), or is not sitting at the end of that period and 

the Cabinet Secretary has not sought' the approval of 

Parliament before the end of that period, the Cabinet Secretary 

shall seek the approval for the payment not later than fourteen 

days after Parliament next sits. 

(3) As soon as practicable after the Parliament has 

approved the payment, the Cabinet Secretary shall cause an 

appropriation Bill to be introduced in Parliament for the 

appropriation of the money paid and for the replenishment of 

the Contingencies Fund to the extent of the amount of the 

payment. 

23. (l) Not later than three months after the end of each 

financial year, the National Treasury shall prepare and 

submit to the Auditor-General financial statements for that 

year in respect of the Contingencies Fund. 

(2) The National Treasury shall include the following 

information in the financial statements submitted under 

subsection ( l ) — 

(a) the date and amount of each payment made from that 

Contingencies Fund• 

(b) the person to whom the payment was made; 

(c) the purpose for which the payment was made, 

(d) if the person to whom the payment was made has spent 

the money for that purpose, a statement to that effect; 

(e) if 

the 

pers

on 

to 

wh

om 

the 

pay

me

nt 

was 

ma

de 

has 

not 

yet 

spe

nt 

the 

mo

ney 

for 

that 

pur

pos

e, a 

stat

eme

nt 

spe
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cifying the reasons for not having done so; and 

(f) a statement indicating how the payment conforms to 

section 21. 

Financial statements 
I t-I respect of the 
Contingencies Fund 
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Establishment of 
Parliamentary Fund 

24. (l) There is established a fund to be known as the 

and other national 

government public 

funds 

Parliamentary Fund. 

(2) The Secretary to the Parliamentary Service 

Commission shall, on the directions of the Commission, open 

and operate such bank accounts as may be necessary for the 

purposes of the Parliamentary Fund. 

(3) Notwithstanding any other provisions of this Act, 

where a Fund is established under any other taw for the 

purposes of Parliament or a House of Parliament, the 

Parliamentary Service Commission shall— 

(a) establish procedures and systems for proper and 

effective management of the monies and property 

of the Fund, 

(b) establish accounting procedures and systems for 

the Commission to properly account for the monies 

and property; 

(c) superintend the expenditure of the monies of the 

Fund to ensure that the monies are properly 

accounted for; 

(d) prepare and submit accounts for each financial year 

in accordance with the written law for the time 

being relating to audit for audit by the Auditor-

General; and 

(e) ensure that accounts prepared under paragraph (d) 

comply with the provisions of this Act. 

(4) The Cabinet Secretary may establish a national 

government public fund with the approval of the National 

Assembly, 



923 

2012 Public Finance Management No. 18 

 

(5) The Cabinet Secretary shall designate a person to 

administer every national public fund established under 

subsection (4  

(6) The administrator of a national public fund shall ensure 

that the earnings of, or accruals to a national public fund are 

retained in the fund unless the Cabinet Secretary directs 

otherwise. 

(7) The administrator of a national public fund shall ensure 

that money held in the fund, irvluding any earnings or accruals 

referred to in subsection (6), is spent only for the purposes for 

which the fund is established, 

(8) The Cabinet Secretary may wind up a national public 

fund with the approval of the National Assembly. 

(9) On the winding up of a national public fund— 

(a) the administrator of the national public fund shall 

pay any amount remaining in the fund into the 

National Exchequer Account for the credit of the 

national government; or 

(b) the Cabinet Secretary shall pay any deficit in the 

fund from funds of the national government in the 

National Exchequer Account with the approval of 

the National Assembly; and 

(c) the Cabinet Secretary shall submit a final statement 

of accounts to Parliament. 

(10) The administrator of a national public fund— 

(a) shall prepare financial statements for the fund for 

each financial year in a form specified by the 

Accounting Standards Board; and 

(b) not later than three months after the end of each 

financial year, submit those statements to the 

Auditor-General and deliver a copy of the statements 

to the National Treasury, Commission on Revenue 

Allocation and the Controller of Budget. 

(I l) The regulations shall provide for the establishment, 

management, operation or winding-up of national public funds. 
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(12) This section applies to ail other national public funds including 

funds earmarked for specific purposes established by an Act of 

Parliament but does not apply to a public fund established by the 

Constitution. 

(13) In this section— 

"administrator", in relation to a national public fund, 

means a person designated by the Cabinet Secretary under sub-

section (5) to administer the fund; and 

"national public fund" means a public fund established under 

subsection (4). 

Responsibilities of the National Treasury with respect to the 

Budget process. 
National Treasarv 

 
to prepare annua! 

25. ( l ) The National Treasury shall prepare and submit to 

Budget Policv 

Statement 
Cabinet the Budget Policy Statement for approval. 

(2) The National Treasury shall submit the Budget 
Policy Statement approved in terms of subsection ( l ) to 
Parliament, by the 15th February in each year. 

(3) In preparing the Budget Policy Statement, the 

National Treasury shall set out the broad strategic priorities and 

policy goals that will guide the national government and county 

governments in preparing their budgets both for the following 

financial year and over the medium term. 

(4) The National Treasury shall include in the 

Budget Policy Statement— 

(a) an assessment of the current state of the economy 
and the financial outlook over the medium term, 
including macro-economic forecasts; 

(b) the financial outlook with respect to Government 

revenues, expenditures and borrowing for the next 

financial year and over the medium term; 

(c) the proposed expenditure limits for the national 

government, including those of Parliament and the 

Judiciary and indicative transfers to county 

governments; and 



925 

2012 Public Finance Management No. 18 

 

(d) the fiscal responsibility principles and financial 

objectives over the medium term including limits on 

total annual debt. 

(5) In preparing the Budget Policy Statement, the National 

Treasury Shali seek and take into account the views of— (a) 

the Commission on Revenue Allocation• 

(b) county governments; 

(c) Controller of Budget, 

(d) the Parliamentary Service Commission; 

(e) the judicial Service Commission; 

(f) the public; and 

(g) any other interested persons or groups; 

(6) Regulations made under this Act shall 

prescribe 
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circumstances and the manner in which persons or groups 

may make written or oral representations about the contents 

of the statement. 

(7) Parliament shall, not later than fourteen days 

after the Budget Policy Statement is submitted to 

Parliament, table and discuss a report containing its 

recommendations and pass a resolution to adopt it 

with or without amendments. 

(8) 'The Cabinet Secretary shall take into 

account resolutions passed by Parliament in 

finalising the budget for the relevant financial year. 

(9) The National Treasury shall publish and 

publicise the Budget Policy Statement not tater than 

fifteen days after submission of the Statement to 

Parliament. 

26.(1) The National Treasury shall prepare and submit to 

Cabinet for approval, by the 30 Septem ber 

National Treasury 

to prepare Budge: 

in each financial year, a Budget Review and Outlook Paper 

which shall include- 

Review and 

Outlook Paper, 

(a) actual fiscal performance in the previous financial 

year compared to the budget appropriation for that 

year; 

(b) updated macro-economic and financial forecasts with 

sufficient information to show changes from the 

forecasts in the most recent Budget Policy Statement  

(c) information on how actual financial performance for 

the previous financial year may have affected 

compliance with the fiscal responsibility principles or 

the financial objectives in thc latest Budget Policy 

Statement; and 

(d) the reasons for any deviation from the financial 

objectives together with proposals to address the 

deviation and the time estimated to do so. 

(2) Cabinet shall consider the Budget Review and Outlook Paper 

with a view to approving it, with or without amendments, not later than 

fourteen days after its submission. 
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(3) Not later than seven days after the Budget Review and 

Outlook Paper has been approved by Cabinet, the National Treasury 

shall— 

(a) submit the Paper to the Budget Committee of the 

National Assembly to be laid before each House of 

Parliament ; and 

(b) publish and pub[icise the Paper not Later than fifteen 

days after laying the Paper before Parliament. 
Pubhcatlon of pre 

and post- election 

economic and 

fiscal reports by 

National 

27. (l)The National Treasury shall arrange to be published- 

[reasury.    a pre-election economic and liscal update not earlier than 

four months before the polling day for any general 

election; and 

(b) a post-election economic and fiscal update not later than 

four months after the polling day of any general election. 

(2) The pre-election and post-election economic and fiscal 

update shall  

(a) detail all election related spending including- 

(i) direct election expenses such as those for the 

Independent Electoral and Boundaries 

Commission for costs of elections and election 

materials; 

(ii) indirect election expenses such as allocations to 

police and security forces for the election year; 

and 

(iii) any other expenses related to the election 

specified in regulations or instructions; and 

(b) be accompanied by a statement signed by the Principal 

Secretary stating that the economic and fiscal updates 

include  
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(i) all policy decisions with material economic or 

fiscal implications that the national government 

made before the day on which the contents of the 

economic and fiscal updates were finalised• 

(i) all other circumstances with material economic or 

fiscal implications of which the National 

Treasury was aware before those days; and 

(iii)a confirmation that the economic and fiscal 

updates were prepared using the best professional 

judgment and information available before the 

economic and fiscal updates were finalised. 

(3) If the day of dissolution of Parliament is less than two 

months before the day appointed as polling day for the 

general election, the Cabinet Secretary shall arrange 

for the pre-election economic and fiscal update 

required under this section to be published not later 

than fourteen days after the day of the dissolution of 

Parliament. 

Other responsibilities of the National Treasury 

28. (l) The National Treasury shall authorise the opening, Banking 

operating and closing of bank accounts and sub accounts arrangements for 
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for all national government entities in accordance with regulations 
made under this Act. 

(2) The National Treasury shall establish a Treasury Single 

Account into which all revenues received by national 

government entities shall be deposited and from which all 

payments of money to or on behalf of national government 

entities shall be made. 

(3) The Treasury Single Account shall not be operated in 

any manner that prejudices any entity to which funds have been 

disbursed. 

.(4) An accounting officer for a national government entity shall 

not cause a bank account of the entity to be overdrawn beyond 

the limit authorised by the National Treasury or a board of a 

national government entity, if any 

(5) Subject to subsection (3), an accounting officer who 

authorises the bank account of a national government entity to 

be overdrawn is liable for the full cost of the overdrawn amount, 

in addition to any other disciplinary measures that (a) the 

Cabinet Secretary may impose by regulations; or 

(b) any other relevant authority may impose under the provisions 

of any other legislation. 

(6) The National Treasury shall keep complete and current 

records of all bank accounts for which it is responsible under the 

Constitution, this Act or any other legislation. 

(7) The National Treasury shall give monthly statements on 

actual revenue collected in the accounts relating to Article 206 

of the Constitution to the Commission on Revenue Allocation. 

national governmen 

entities. 

29. ( l ) The National Treasury shall establish a framework Management of cash 

at the national 

government level. 

ithin which the national a overnment shall manage its cash 
transactionq 

(2) Every national government entity, other than a state 

corporation, shall submit an annual cash plan and forecast 

(a) the National Treasury in a form and manner and relating 
to such periods directed by that Treasury; and 
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(b) the Controller of Budget. 

(3) Subject to the Constitution, the Cabinet Secretary may, 
notwithstanding anv previous authoritv given, limit or suspend 
national government expenditure. if in the Cabinet Secretarv's 
opinion, the exigencies of the financial situation render such a 
limitation or suspension necessary. 

(4) The approval of the Assembly for any limitation or 

suspension under subsection (3) shall be sought within two 

months ofthe decision being made. 

(5) The National Treasury may invest, subject to anv 
regulations that may be prescribed, any money kept in a bank 
account of the national government. 

(6) Except as otherwise provided by legislation  

(a) interest received from investments made under 
subsection (5); and 

(b) money received from the redemption or maturity of 
those investments, and from the sale or conversion of 
securities relating to them, is payable into the 
National Exchequer Account. 

(7) The National Treasury may incur costs, charges and 
expenses in connection with negotiating, placing, managing, 
servicing, or converting any investment entered into under 
subsection (5). 

(8) Costs, charges or expenses referred to under subsection 
(7) shall be paid from the Consolidated Fund in accordance 
with Article 228 of the Constitution. 

Procurement o I goods 

and services 
30. For the purposes of this Act, all procurement of goods 

 and services required for the purposes of the national 

government or a national government entity is to be carried out 

in accordance with Article 227 of the Constitution and the 

relevant legislation on procurement and disposal of assets. 
Cabinet Secretary to report 

all loans 
31.(1) The Cabinet Secretary shall submit to Parliament, 

every four months, a report of all loans made to the 
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national government, national government entities and 

countv governments, in accordance with Article 21 1 

(2) of the Constitution. 

(2) Where either House of Parliament is 

canvassing a matter relating to the national debt, the Cabinet 

Secretary shall submit to Parliament, a report of all loans 

made to the national government, national government 

entities, and county governments, not later than seven days 

after receiving a request to do so from either House of 

Parliament. 

(3) At the end of every four months, the Cabinet 

Secretary shall submit a report to Parliament stating the loan 

balances brought forward, carried down, drawings and 

amortizations on new loans obtained from outside Kenya or 

denominated in foreign currency, and such other information 

as may be prescribed by regulations, specifying  

(a) the names of the parties to the loan; 

(b) the amount of the loan and the currency in which it 

is expressed and in which it is repayable; 

(c) the terms and conditions of the loan, including 

interest and other charges payable and the terms of 

repayment; 

(d) the amount of the loan advanced at the time the 

report is submitted; 

(e) the purpose for which the loan was used and the 

perceived benefits of the loan; and such other 

information as the Cabinet Secretary may consider 

appropriate. 

32. (l) The Cabinet Secretary shall submit to 

Parliament, a record of all guarantees given by the national 

government, not later than seven days after receiving a 

request to do so from either House of Parliament  

Cabinet Secretary to 
report 00 national 

government 

guarantees. 

(2)' The Cabinet Secretary shall, with respect to every 

such guarantee, specify the following information 

in the record— 

(a) names of the parties to the loan that is guaranteed; 
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(b) principal amount of that loan; 

(c) terms and conditions applicable to that loan, including— 

(i) interest and other charges that are payable in 

respect of that loan; and 

Cabinet Secretary to 

submit national 
government debt 

management strategy 

to Parliament annually. 

The National 
Treasury to 
provide 
Parliament with 
additional reports 

when required 

Stages in thc budget process 

(ii) terms of its repayment, 

(3) Not later (hart Ovo months after the end of each financial 

year, the Cabinet Secretary shall publish and publicise a report 

giving details of the guarantees given by the national 

government during that year. 

33. ( l) On or before the 1 5 1ñ February in each year, the 

Cabinet Secretary shall submit to Parliament a statement 

setting out the debt management strategy of the national 

government over the medium term with respect to its 

actual liability and potential liability in respect of loans 

and guarantees and its plans for dealing with those 

liabilities. 

(2) The Cabinet Secretary shall ensure that the 

mediumterm debt management strategy is aligned to the broad 

strategic priorities and policy goals set out in the Budget Policy 

Statement. 

(3) The Cabinet Secretary shall include in the statement the 

following information - 

(a) the total stock of debt as at the date of the statement; 

(b) the sources of loans made to •the national government 

and the nature of guarantees given by the national 

government; 

(c) the principal risks associated with those loans and 

guarantees; 

(d) the assumptions underlying the debt management 

strategy; and 

(e) an analysis of the sustainability of the amount of debt, 

both actual and potential. 

(4) Within fourteen days after the debt strategy paper is 

submitted to Parliament ünder this section, the Cabinet 
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Secretary 

shall submit 

the statement 

to the 

Commission 

on Revenue 

Allocation 

and the 

Intergovernm

ental Budget 

and Economic 

Council and publish and publicise the statement. 

34. Either House of Parliament may request the Cabinet 

Secretary or the National Treasury to prepare and submit 

to that House a report on any matter relating to the Cabinet 

Secretary or National Treasury's responsibilities as the House 

of Parliament may specify. 

National government budget process 

35. (l) The budget process for the national government in any 

financial year shall comprise the following 

stages— 

(a) integrated development planning process which 

shall include both long term and medium term 

planning; 

(b) planning and determining financial and economic 

policies and priorities at the national level over the 

medium term; 

(c) preparing overall estimates in the form of the 

Budget Policy Statement of national government 

revenues and expenditures; 

(d) adoption of Budget Policy Statement by Parliament 

as a basis for future deliberations; 

(e) preparing budget estimates for the national 

government; 

(f) submitting those estimates to the National 

Assembly for approval; 

(g) enacting the appropriation Bill and any other Bills 

required to implement the National government's 

budgetary proposals; 

(h) implementing the approved budget, 

(i) evaluating and accounting for, the national 

government's budgeted revenues and expenditures; 

and 
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G) reviewing and reporting on those budgeted revenues 

and expenditures every three months. 

(2) The Cabinet Secretary shall ensure public 

participation in the budget process provided for under 
subsection (l). 

36. ( l) The Cabinet Secretary shall manage the budget Cabinet secretary to 

process at the national level. manage budget 

process at national 
(2) Not later than the 30th August in each year, the Cabinet 

Secretary shall issue to all national government entities a 

circular setting out guidelines on the budget process to be 

followed by them. 

level 

(3) The circular shall include—  

(a) a schedule for preparation of the budget 

indicating key dates by which various 

exercises are to be completed; 

(b) the procedures for the review and 

projection of revenues and expenditures; 

(c) key policy areas and issues that are to be 

taken into 
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consideration when preparing the budoet, 

(d) procedures setting out the manner in which 
members of the public shall participate in 
the budget process; 

(e) the format in which budget information 
and documents shall be submitted: and 

( l) any other information that, in the opinion of the 

Cabinet Secretary. mav assist the bud aet process. 

(4) Every national k'overnment entity 

shall comply with the guidelines, and in 

particulars such dates as are specified in 

the schedule referred to in subsection 

(3)(a). 

(5) The Cabinet Secretary shall bv 
regulations, prescri be procedures 
specifying how, when and where 
members of the public shall participate in 
the budget process at the national level. 

(6) The Cabinet Secretary shall notifv the 

members of the Intergovernmental 

Budget and Economic Council of the 

commencement of the budget process. 

and 37. ( I ) The Cabinet Secretary shall, within a period 
related documents allowing time to meet the deadlines specified in this 

  approval section. submit to the ( abinet for its approval— 

(a) the budget estimates 
and other documents 
supporting the budget; and 

(b) the draft Bills 
required to implement the 
national budget. 

(2) The Cabinet Secretarv shall submit to the National 

Assembly, by the 30 th April in that year, the following 

documents  

budget  
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(a) the budget estimates excluding 

those fòr Parliament and the 

Judiciary; 

(b) documents supporting the 

submitted estimates; and 

(c) any other Bills required to 
implement the national 
government budget. 

(3) The accounting officer for the Parliamentary Services 

Commission shall, not later than the 30 th April in each 
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financjaJ year— 

(a) submit to the National Assembly the budget estimates for 

Parliament, including proposed appropriations; and 

(b) provide the National Treasury with a copy of those documents. 

(4) The Chief Registrar of the Judiciary shall, not later than the 30th 

April in each financial year— 

(a) submit to the National Assembly the budget estimates for 

the Judiciary, including proposed appropriations; and 

(b) provide the National Treasury with a copy of those 

documents. 

(5) In preparing the documents referred to in subsections 

(3) and (4), the accounting officer for the 

Parliamentary Service Commission and the Chief 

Registrar of the Judiciary— 

(a) shall ensure that members of the public are given an 

opportunity to participate in the preparation process; 

and 

(b) may make and publish rules to be complied with by 

those who may wish to participate in the process. 

(6) The Cabinet Secretary shall submit to the National 

Assembly not 'later than the 1 5 th May any comments of the 

National Treasury on the budgets proposed by the 

Parliamentary Service Commission and the Chief Registrar for 

the Jud iciary. 

(7) The Cabinet Secretary shall ensure that the budget 

process is conducted in a manner and within a timeframe 

sufficient to permit the various participants in the process to 

comply with the requirements of the Constitution and this Act. 

(8) As soon as practicable after the budget estimates and 

other documents have been submitted to the National Assembly 

under this section, the Cabinet Secretary shall publicise those 

documents. 

(9) Upon approval of the budget estimates by the National 

Assembly, the Cabinet Secretary shall prepare and submit an 

Appropriation Bill of the approved estimates to the National 

Assembly. 
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38. (l) The Cabinet Secretary shall submit to the National Submission of other 

budget 

documents to 

the National Assembly the following other budget documents for 

Assembly 

each financial year  

(a) a budget summary that includes  

(i) a summary of budget policies including policies on 
revenue, expenditure, debt and deficit financing; 

(ii) an explanation of how the budget relates to the 

fiscal responsibility principles and to the financial 

objectives; and 

(iii) a memorandum by the Cabinet Secretary  

explaining how the resolutions adopted by the 

National Assembly on the Budget Policy Statement 

under section 25(7) have been taken into account. 

(b) the format of the budget estimates shall include— 

(i) a list of all entities that are to receive funds 

appropriated from the budget of the national 

government; 

(ii) estimates of revenue allocated to, and expenditures 

projected from, the Equalisation Fund over the 

medium term, with an explanation of the reasons for 

those revenue allocations and expenditures and how 

these estimates comply with the policy developed 

by the Commission on Revenue Allocation under 

Article 21 6(4) of the Constitution; 

(iii) all revenue allocations to county governments from 

the national government's share in terms of Article 

202 (2) of the Constitution, including conditional 

and unconditional grants; 

(iv) all estimated revenue by broad economic 

classification; 
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(v) all estimated expenditure, by vote and by 
programme, clearly identifying both recurrent and 
development expenditures; and 

(vi) an estimate of any budget deficit or surplus for the 

financial year and medium term and the proposed 

sources of financing; 

(c) information regarding loans made by the national 

government, including an estimate of principal, 

interest and other charges to be received by the 

national government in the financial year in respect 

of those loans; 

(d) information regarding loans and guarantees made to 

and by the national governmen•t, including an 

estimate of principal, interest and other charges to 

be paid by the national government in the financial 

year in respect of those loans; 

(e) information regarding any payments to be made and 

liabilities to be incurred by the national government 

for which an appropriation Act is not required 

which shall include the constitutional or national 

legislative authority for any such payments or 

liabilities; and 

(f) a statement by the National Treasury specifying the 

measures taken by the national government to 

implement any recommendations made by the 

National Assembly with respect to the budget for 

the previous financial year or years. 

(2)The nature of information that is to be presented in the 

budget estimates and the form of its presentation shall 

be prescribed in regulations and the regulations shall 

be tabled in Parliament for approval. 

(3) The Cabinet Secretary shall ensure that the expenditure 

appropriations and the budget estimates in an appropriation Bill are 

presented in a way that— 

(a) is accurate, precise, informative and pertinent to budget 

issues; and 
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(b) clearly identifies the appropriations by vote and programme. 

39.(1) The National Assembly shall consider the budget National 

Assembly 

estimates of the national government, including those of to consider 

budget 

Parliament and the Judiciary, with a view to approving 

them, with or without amendments, in time for the 

Appropriation Bill and any other relevant Bills, except the 

Finance Bill, required to implement the budget to be 

assented to by the 30th June each year. 

estimates. 

(2) Before the National Assembly considers the estimates 

of revenue and expenditure, the relevant committee of the National 

Assembly shall discuss and review the estimates and make 

recommendations to the National Assembly, taking into account the 

views of the Cabinet Secretary and the public on the proposed 

recommendations. 

(3) The National Assembly may amend the budget 
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estimates of the national government only in accordance with 

the Division of Revenue Act and the resolutions adopted with 

regard to the Budget Policy Statement ensuring that  

(a) an increase in expenditure in a proposed 

appropriation is balanced by a reduction in 

expenditure in another proposed appropriation; or 

(b) a proposed reduction in expenditure is used to reduce 

the deficit. 

(4) Where a Bill originating from a member of the 

National Assembly proposes amendments after 

passing the budget estimates and the appropriations 

Bill by Parliament, the National Assembly may only 

proceed in accordance with— 

(a) the Division of Revenue Act; 

(b) Article 1 14 of the Constitution; and 

(c) any increase in expenditure in a proposed 

appropriation is balanced by a reduction in expenditure in 

another proposed appropriation or any proposed reduction 

in expenditure is used to reduce the deficit. 

(5) Not later than twenty-one days after the National 

Assembly has approved the budget estimates, the National 

Treasury shall consolidaley publish and publicise the budget 

estimates. 

(6) The National Treasury shall take all reasonably 

practicable steps to ensure that the approved budget estimates 

are prepared and publicised in a form that is clear and easily 

understood by, and readily accessible to, members of the public. 

(7) Following approval of the budget estimates under this 

section, and before the Appropriation Act is assented to, the 

National Assembly may authorise withdrawals in accordance 

with Article 222 of the Constitution, and such authority shall be 

communicated to the Cabinet Secretary responsible for finance 
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by the Speaker of the National Assembly within seven days of 

that authority being granted by the National Assembly. 

(8) The Controller of Budget shall ensure that members of 

the public are given information on budget implementation both 

at the national and county government level in accordance with 

Article 228 of the Constitution. 
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40. (l) Each financial year, the Cabinet Secretary shall, with 

the approval of Cabinet, make a public pronouncement of the 

budget policy highlights and revenue raising measures for the 

national government. 

(2) In making the pronouncement under subsection 

(l the Cabinet Secretary shall take into account any regional or 

international agreements that Kenya has ratified, including the 

East African Community Treaty and where such agreements 

prescribe the date when the budget policy highlights and revenue 

raising measures are to be pronounced, the Cabinet Secretary 

shall ensure that the measures are pronounced on the appointed 

date. 

(3) On the same date that the budget policy 

highlights and revenue raising measures are pronounced, the 

Cabinet Secretary shall submit to Parliament the Finance Bill, 

setting out the revenue raising measures for the national 

government, together with a policy statement expounding on 

those measures. 

(4) Following the submission of the Finance Bill by 

the Cabinet Secretary, the relevant committee of the National 

Assembly shall introduce the Bill in the National Assembly, 

together with the report of the committee on the Bill. 

(5) Any of the recommendations made by the 

relevant committee of the National Assembly or adopted by the 

National Assembly on revenue matters shall — 

(a) ensure that the total amount of revenue raised is 

consistent with the approved fiscal framework and the Division 

of Revenue Act; 

(b) take into account the principles of equity, certainty and 

ease of collection; 

(c) consider the impact of the proposed changes on the 

composition of the tax revenue with reference to the direct and 

indirect taxes; 

(d) cons

ider 

domestic, 

regional and 

international 

tax trends; 

(e) cons

ider the 

impact on 

developmen

t, 

investment, 

employment 

and 

economic 

growth; 

(f) take 

into account 

the 

recommend

ations of the 

Cabinet 

Secretary as 

provided 

under 

Article 1 14 

of the 

Constitution

; and 

Submission and 
consideration or 
budget policy 
highlights and the 
Finance Bill in the 

National Assemb y 
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(g) take into account the taxation and other tariff 

agreements and obligations that Kenya has ratified, including 

taxation and tariff agreements under the East African 

Community Treaty. 

(6) The recommendations of the Cabinet Secretary in 

subsection (5) (f) shall be included in the report and tabled in 

the National Assembly. 
Passing of the 41. Not later than ninety days after passing the 
Finance Bill Appropriation Bill, the National Assembly shall consider 

and approve the Finance Bill with or without 

amendments. 
Consideration by 

Parliament of 
42. Parliament shall consider the Division of Revenue 

Division of Revenue and County Allocation of Revenue Bills not later than thirty 
and County 
Allocation of 

days after the Bills have been introduced with a view to 

Revenue Bills. approving them, with or without amendments. 
Limited powers of 

accounting officer of 
43. (l ) An accounting officer may reallocate funds from 

national government the authorised use but may not reallocate funds where- 
entity to reallocate 

appropriate funds 
(a) the funds are appropriated for transfer to another 

government entity or person; 

(b) the funds are appropriated for capital expenditure 
except to defray other capital expenditure; 

(c) the reallocation of funds is from wages to nonwages 

expenditure; or 

(d) the transfer of funds may result in contravention of 

fiscal responsibility principles. 

(2) An accounting officer for a national government entity, 

other than a state corporation, may reallocate funds 

between programs, or between Sub-Votes, in the budget 

for a financial year if— 

(a) there are provisions in the budget of a program or 

Sub-Vote which are unlikely to be utilised; 
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(b) a request for the reallocation has been made to the 
National Treasury explaining the reasons for the 
reallocation and the National Treasury has approved 
the request; and 

(c) the total sum of all reallocations made to or from a 
program or Sub-Vote does not exceed ten percent of 
the total expenditure approved for that program or 
Sub-Vote for that financial year. 

(3)Regulations made under this Act may provide for the 

reallocation of funds within Sub-votes or programs. 
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44. (l ) The national government shall submit to Parliament 

for approval, a supplementary budget in support of money 

spent under Article 223 of the Constitution. 

(2) After Parliament has approved spending under 

subsection (l ), an Appropriation Bill shall be introduced for the 

appropriation of the money spent. 

(3) The supplementary budget shall include a statement 

showing how the additional expenditure relates to the fiscal 

responsibility principles and financial objectives. 

45. ( l ) An appropriation that has not been spent at the end of 

the financial year for which it was appropriated shall lapse 

immediately at the end of that financial year. 

(2) Subject to any other legislation, where, at the end of a 

financial year, a national government entity is holding 

appropriated money that was withdrawn from the National 

Exchequer Account but has not been spent, it shall repay the 

unspent money into the National Exchequer Account and shall 

prepare and submit a statement of the same to the Controller of 

Budget. 

Responsibilities of the Cabinet Secretary andfunctions of the 

national government with respect to grants and loans 

46. ( l ) The Cabinet Secretary shall, in addition to his or her 

other functions under the Constitution, this Act and any 

other legislation— 

(a) oversee the formulation of macro-economic and financial 

policies of the Government; 

(b) by agreement, assist national government entities and 

county governments in building capacity for efficient, 

effective and transparent financial management; 

(c) where applicable, support the efforts of national 

government entities and county governments to avert or 

resolve their financial problems. 

(2) W

ithin 

twenty-one 

days after 

the end of 

each 

month, the 

Cabinet 

Secretary 

shall 

publish in 

the Gazette 

a statement 

of actual 

revenues 

collected 

by category 

and net 

exchequer 

issues by 

the 

National 

Treasury. 

(3) I

n the 

performanc

e of the 

duties and 

functions 

under 

National government 
to submit 
supplementary budget 
to Parliament. 
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Appropriations to lapse if unspent at the end of the financtal year. 

Overall responsibility of Cabinet Secretary. 

Conditions ror receiving grants and donations by national government or its entities or third parties. 
this Act the Cabinet Secretary shall  

(a) seek views from county governments on the proposed 

macro-economic and financial policies using the 

Intergovernmental Budget and Economic Council 

established under this Act; 

(b) share with national government entities and county 

governments any findings that may assist national 

government entities and county governments in 

improving their financial management; and 

(c) upon detecting any emerging or impending financial 

problems in a national government entity or county 

government, immediately alert the national government 

entity or county government of the problem. 

47. (l) In this section and section 48 — 

(a) "donation" means a gift or a contribution; 

(b) "grant" means financial or other assistance by a 

development partner which is not repayable and — 

(i) u
n
d
e
r 
w
h
i
c
h 
p
u
b
l
i
c 
m
o
n
e
y 
i
s 
p
a
i
d 
t
o 
o
r 
u
s
e
d 
b
y 
a 
g
r
a
n
t 
r
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ecipient; 

(ii) which is intended to finance or facilitate 

the development of projects or delivery of 

services or otheN Ise assist the grant recipient 

to achieve goals that are consistent with the 

policy objectives of the national government; 

and 

(iii) under which the grant recipient is 

required to act in accordance with any terms or 

conditions specified in a grant agreement. 

(c) "grant recipient" means the national government or a 
national government entity authorised to control or spend 
money under this Act or an incorporated or 
unincorporated body not otherwise authorised to control 
or spend money under this Act; 

(d) "inten

ded 

benefi

ciaries

" 

means 

the 

peopl

e of 

Kenya 

whom the projects or public services financed by a grant are 

intended 10 benefit; 

(e) "third party" means any other person other than a public officer. 

(2) Subsections (3) to (10) apply to the national 

government and a national government entity. 

(3) The national government ora national government 

entity may receive a grant or donation from a development partner 

with the approval of the Cabinet Secretary and only as provided by 

this section. 

(4) Funds received in the form of grants or donations shall 

only be spent in accordance with Articles 221 and 223 of the 

Constitution and this section. 

(5) As soon as possible after receiving the grant or 

donation, the recipient shall notify the Cabinet Secretary of the 

receipt. 
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(6) If a project that is being financed by a grant or 

donation requires national government funding, the prqject may 

only be started when  

(a) the required funding has been appropriated in accordance 

with this Act or is authorised by other legislation; or 

(b) the Cabinet Secretary has given a written authorisation for 

the project to start. 

(7) The Cabinet Secretary shall inform Parliament 

of the authorisation given under subsection (6)(b) in accordance 

with Article 223 of the Constitution. 

(8) The recipient of a grant or donation from a 

development partner shall record the amount or value of the grant 

or donation in its books of accounts. 

(9) Subject to audit in terms of Article 229 (4) of the 

Constitution, the recipient of a grant or donation shall administer 

and account for the grant or donation by using — 

(a) government financial accounting and auditing 

laws and, administrative procedures; or 

(b) any financial accounting rules and pmcedures for 
money specified in the agreement the recipient and the 
development partner. 

( 1 0) The Cabinet Secretary may in addition to the audit 
under subsection (9), permit a donor of a grant to audit such 
funds on the basis of its own financial accounting rules. 

Regulations on grant 48. ( l ) Regulations approved by Parliament shall örovide 

adrmmstration 
for the administration, control and management of grants, including— 

(a) procedures to ensure that grants are spent on the basis 
of the integrated national development plan, 
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(b) procedures for the allocation and disbursement of the 
grants; 

(c) requiring that grants be used only to finance 
programmes within the integrated development plan; 

(d) the publication of transparent criteria for the 
allocation of grants; 

(e) requiring specific terms and conditions in 

agreements to which grant recipients are subjected; 

(f) procedures for the budgeting, financial management, 
accounting and reporting of grants by grants 
recipients; 

(g) procedures under which a third party may be 
authorised to receive, control or pay public money as 
a grant; and 

(h) measures to ensure that a third party authorised to 

receive, control or pay public money as a grant, or 

responsible for any other aspect of administration of 

a grant, is subject to the same obligations as a public 

officer under this Act. 

(2) Regulations under subsection ( l) shall include 

measures to ensure public disclosure, accountability and participation in 

relation to the grants, including— 

(a) timely public disclosure to intended beneficiaries of 

the allocation and disbursement of grants to grant 

recipients; 

(b) timely public disclosure by grant recipients to 

intended beneficiaries of expenditure and 

performance achieved in relation to the grant; 

(c) measures to facilitate intended beneficiaries to 

participate in the design and management of projects 

or public services financed by the grant; 
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(d) measures allowing intended beneficiaries to report 

instances of non-compliance with the regulations or 

grant agreement; 

(e) sanctions to be imposed on grant recipients for non-

compliance with grant conditions by any grant 

recipient; and 

(f) obligations of a public officer or third party 

authorised to receive, control or pay public money 

as grants. 

(3) A third party shall not receive, have custody of, or pay 

public money otherwise than in accordance with an 

authorisation given in accordance with regulations made 

under subsection (l). 

(4) A third party who contravenes provision under subsection 

(3), commits an offence and is liable on conviction to a 

term of imprisonment not exceeding two years or to a fine 

not exceeding one million shillings, or to both and shall 

make good the loss arising from the use of public funds 

contrary to law. 

49. (1) Subject to provisions of this Act, the Cabinet Authority for 

Secretary may, on behalf of the national government, borrowing by the 

raise a loan only if the loan and the terms and conditions 

for the loan are set out in writing and in accordance with— 

national government. 

(a) the fiscal responsibility principles and the financial 

objectives set out in the most recent Budget Policy 

Statement; and 

(b) the debt management strategy of the national 

government over the medium term. 

(2) A loan may be raised either within Kenya or from outside 

Kenya. 
Obligations and 50.(1) In guaranteeing and borTowing money, the national 
restrictions on national 

government 
government shall ensure that its financing needs and 

guaranteeing and payment obligations are met at the lowest possible cost 



952 

No. 18 Public Finance Management 2012 

 

borrowing. in the market which is consistent with a prudent degree of 

risk, while ensuring that the overall level of public debt is 

sustainable. 

(2) The national government may borrow money in 

accordance with this Act or any other legislation and shall not 

exceed a limit set by Parliament. 

(3) The national government may borrow money only for the 

budget as approved by Parliament and the allocations for loans 

approved by Parliament. 

(4) The guarantee of debt shall be done in terms of criteria 

agreed with the Intergovernmental Budget and Economic Council 

and prescribed in regulations approved by Parliament. 

(5) Parliament shall provide for thresholds for the borrowing 

entitlements of the national government and county governments 

and their entities. 

(6) A public debt incurred by the national government is a 

charge on the Consolidated Fund, unless the Cabinet Secretary 

determines, by regulations approved by Parliament, that all or part 

of the public debt is a charge on another public fund established 

by the national government or any of its entities. 

(7) The Cabinet Secretary shall ensure that the proceeds of any 

loan raised under this Act are paid into the Consolidated Fund or 

into any other public fund established by the national government 

or any of its entities as Cabinet Secretary may determine in 

accordance with regulations approved by Parl iament. 

(8) The Cabinet Secretary may, by regulations approved by 

Parliament, establish such sinking fund or funds for the 

redemption of loans raised under this Act by the national 

government. 

(9) The Cabinet Secretary may, subject to Article 227 of 
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the Constitution and in accordance with national legislation on 

Public Procurement and Asset Disposal— 

(a) appoint advisers, agents and underwriters for the 

purpose of raising loans and issuing, managing or 

redeeming national government securities; and 

(b) enter into agreements with the advisers, agents 

and underwriters appointed under paragraph (a) on the 

role to be undertaken by them and the remuneration to 

be paid to them. 

(10) Any expenses incurred in connection with borrowing 

by the national government or the issue of national government 

securities is a charge  

(a) on the Consolidated Fund; or 

(b) on such other public fund established by the national 

government or any of its entities as the Cabinet 

Secretary may determine by regulations approved by 

Parliament. 

(l l ) The costs, interests and principal payments made by 

the national government concerning loans to each level of 
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government shall be passed on by the national government to the 

relevant level of government. 

(12) A copy of the details of the expenses and costs referred 

to under subsection (10) and (l l) shall be submitted to 

the Controller of Budget and to Parliament, at the end 

of each quarter. 
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Borrowing by national 

govermment 
 51. (l ) A national government entity may borrow in 

entities. accordance with this Act or any other Act of Parliament. 

(2) A national government entity shall obtain the approval 
of the Cabinet Secretary for its intended program of borrowing, 
refinancing and repayment of loans — (a) over the medium 
term; and 

(b) for the forthcoming financial year, prior to the 

beginning of that financial year. 

(3) A national government entity shall also obtain the 

approval of the Cabinet Secretary before making any changes to 

its program of borrowing, refinancing and repayment during a 

financial year. 

(4) The national government is not liable to contribute 

towards payment of any debt or liability of a national 

government entity, unless the national government has 

guaranteed the debt or liability. 

Persons authorized to 

execute loan 
52. ( l) The Cabinet Secretary or any person designated by 

documents at the Cabinet Secretary in writing is authorised to execute 
national govermment. loan documents for borrowing by the national 

government  

(2) Despite the provisions of subsection ( l), the following 

persons are authorised to execute loan documents for borrowing 

by a National government entity— 

(a) the accounting officer responsible for the entity; or 

(b) any other specified officer authorised by legislation to 

execute such documents on behalf of the entity. 

Issuance of 

securities by 

national  53. ( l) I'lhe national government may issue national 



956 

No. 18 Public Finance Management 2012 

 

govemment. government securities, whether for money that it has 

borrowed or for any other purpose, only in circumstances 

expressly authorised by this Act. 

(2) The Cabinet Secretary may issue 

national government securities on behalf of 

the national government for money borrowed 

by the national government in accordance 

with criteria prescribed by regulations 

approved by Parliament fòr 

the purpose of this subsection. 

(3) Any national government securities issued by the Cabinet 

Secretary under this section shall be within the borrowing limits 

set out by the National Assembly under section 50(2). 

(4) The authority of the Cabinet Secretary to borrow money 

includes the authority to borrow money by issuing national 

government securities. 

(5) National government securities may be issued in one or 
more series and in accordance with prescribed regulations. 

(6) An agreement to obtain a loan by a national government 
entity may be amended from time to time and where the 
amendment results in further indebtedness or prejudice to the 
entity that borrowed, the amendment shall be approved by 
Parliament. 

(7) The Cabinet Secretary shall ensure that every national 

government security issued under this section is given in the 

name of the Republic of Kenya. 

(8) A national government security may be executed on behalf 

of the national government only by— (a) the Cabinet Secretary; 

(b) a delegate appointed by the Cabinet Secretary; or 

(c) a borrowing agent appointed for the purposes of this Act. 

(9) For the purposes of subsection (8), it shall be sufficient if 

the signature of a person who is required to execute a national 

government security under this section is reproduced on the 

security. 
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(10) The Cabinet Secretary may authorise in writing 

the issue of a duplicate nationa] government security to replace 

a national government security that is lost, damaged, or 

destroyed, but only if the Cabinet Secretary is satisfied that the 

loss, damage or destruction has occurred. 

(l l) Subject to any other legislation, secondary trading of 

national government securities shall be carried out only in such 

manner as may be prescribed by regulations made for that 

purpose and for purposes of this subsection "secondary trading" 

means any activity leading to a change in the ownership of a 

national government security before its redemption date. 

(12) Nothing provided in this section shall prevent, 

government securities to be issued and exist in electronic form 

as a debt entry. 

(13) If the proceeds of a national government security have not 

been collected by, or cannot be paid to, the holder of the 

security because the whereabouts of the holder or, if the holder 

has died, the whereabouts of the holder's personal 

representatives, are unknown, the Cabinet Secretary shall 

arrange for the National Treasury to credit the amount of money 

due to the holder to an interest free account for the holder's 

benefit. 

(14) If, after six years from the redemption date of a national 

government security, the proceeds of the security have not been 

collected by, or paid to, the holder or the holder's personal 

representatives, the Cabinet Secretary shall return the 

uncollected amount to the National Exchequer Account to form 

part of the Consolidated Fund in accordance with regulations. 

(15) The right of any person who has a legitimate claim to the 

proceeds of a security is not affected by the payment of the 

proceeds into the Consolidated Fund. 

(16) The Cabinet Secretary shall publish and publicise 

annually all payments made in terms of subsection (13). 

Exemption from 54. Duty is not chargeable under the Stamp Duty Act for stamp 

Cap. 480duty. the issue of a national government security. 
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Establishment of the 55. (l) There is established an office of the Registrar of the 

office of Registrar of National Government Securities which shall be an national 

government 

 securities. office under the Public Debt Management Office. 

(2) The office of Registrar of the National 

Government Securities shall be headed by the Registrar who 

shall be competitively recruited and appointed by the Cabinet 

Secretary. 

(3) The Registrar shall establish and maintain a 

register, to be known as the Register of the National 

Government Securities in which shall be recorded details of all 

securities issued by or on behalf of the national government. 

(4) Securities issued by or on behalf of the national 

government shall be published and publicised. 

(5) An entry in the Register relating to a national 

government security is evidence of the ownership of the 

security, unless the contrary is proved. 

(6)The holder of a national government security recorded 

in the Register may, in writing, request the Registrar to amend 

the entry relating to the security. 

(7) If a request under subsection (6) is in 

accordance with guidelines given by the Cabinet Secretary for 

the purposes of this subsection, the Registrar shall, in 

accordance with the request, amend the entry in the Register 

relating to the security  

(8) The Registrar shall provide the holder of a 

national government security with a consolidated statement in 

writing, showing all entries in the register relating to the security

 

(a) as soon as practicable after the security is issued; 
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(b) at least once during each year the security is held; and 

(c) immediately after the security is redeemed. 

(9) On receiving a written request from the holder of a 

national government security, the Registrar shall provide the 

holder with a statement showing all entries in the Register 

relating to the security. 

56.(1) The national government may enter into derivative Power or natlonal 

transactions, either directly or indirectly through an government to enter 

intermediary, but only within the framework and limits Into derivative 

transactions 

of the Budget Policy Statement and in a manner prescribed by 

regulations. 

(2) The Cabinet Secretary may, on behalf of the national 

government, in exceptional circumstances enter into a derivative 

transaction if it appears to that Cabinet Secretary to be in the public 

interest to do so and the transaction does not result in commitment that is 

beyond what is contained in the Budget Policy Statement. 

(3)The Cabinet Secretary may enter into a derivative 

transaction on such terms and conditions, within the scope 

prescribed by the regulations approved by the National 

Poxser o i' national 

ernlnc•nl to lend 
money 

Assembly. 

(4) 
Money 
required to 
be paid by 
the national 
government 
under a 
derivative 
transaction 
entered into 
under this 
section shall 

be a charge— 

(a) on the Consolidated Fund. or 

(b) on some other public Illncl established for the 
purpose of making such pavmentss the Cabinet 
Secretary determines so. 

(5) Any expense Incurred in connection with a derivative 
transaction entered into by the national government or bv 
the Cabinet Secretary on behal f of the national government 
shall be a char ø e on the Consolidated bund and no further 
appropriation than thts section shall be required 

(6) Derivative Iransacllon.s entered Into In terms 0 1 lh I s 
section shall be published and publicised. 
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57. ( l ) 
The 
nation
al 
govern
ment 
is 
author
ised to 
lend 
money 
but 
only in 
accord
ance 
with 
terms 
and 
conditi
ons 
prescri
bed bv 
the 
regulat
ions 

approved Parliament. 

national ernmenl entitv ma v lend monex oni\ l! a Il 
thonsed to do SO Ill) arl lament and accordance with terms 
and conditions presc bed I n reautauons. 

(3) l'he Cabinet Secretarx nna\ . in relation to anv 
moncx lent bv the nalional government under this 
seclion— 

(a) accept money pavablc under the loan in anv currency 
considered appropriate by the Cabinet S ecretary in 
consultation With the Central Bank ot Kenya: and 

(b) agree al anx Il me 10 rev Ise upxs ards an \ sec lit'll\ 
given in respect of that loan 

(4) Money loaned under this section is payable only  

(a) from an appropriation fòr development expenditure, 
or 

(b) from some other aulhorily approved by Parliament for 
the purpose for which the loan is made. 

(5) The Cabinet Secretarv shall ensure that a security given 

in respect of a loan under this section is given in the name 01 

the national government. 

(6) The Cabinet Secretary may, on behalf of the national 

government, carry out any of the responsibilities and exercise 

any of the powers of the national government with respect to 

securing a loan granted by the national government. 

58. ( l ) Subject to subsection (2), the Cabinet Secretary may Power of Cab)net 

guarantee a loan of a county government or any other Secretary to 

guarantee loans 
borrower on behalf of the national government and that 
loan shall be approved by Parliament. 

(2) The Cabinet Secretary shall not guarantee a loan under 

subsection ( l ) unless— 

(a) the loan is for a capital project; 
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(b) the borrower is capable of repaying the loan, and paying 

any interest or other amount payable in respect of it; 

(c) in the case of a private borrower, there is sufficient 

security for the loan; 

(d) the financial position of the borrower over the medium 

term is likely to be satisfactory; 

(e) the terms of the guarantee comply with the fiscal 

responsibility principles and financial objectives of the national 

government, 

(f) where Parliament has passed a resolution setting a limit 

for the purposes of this section— 

(i) the amount guaranteed does not exceed that 
limit; or 

(ii) if it exceeds that limit, the draft guarantee 
document has been approved by resolution of both Houses of 
Parliament; 

(g) the Cabinet Secretary takes into account the equity 

between the national government's interests and the county 

government's interests so as to ensure fairness; 

(h) the borrower complies with any conditions imposed by 

the Cabinet Secretary in accordance with the regulations; 

(i) the Cabinet Secretary has taken into account the 

recommendation of the Intergovernmental Budget and 

Economic Council in respect of any guarantee to a county 

government; and 

(j) the loan is made in accordance with provisions of this 

Act and any regulations made thereunder. 

(3) Parliament may approve a draft loan guarantee 
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Cabinet Secretary to 
submit a statement on 
loan guarantee to 
Paritament 

Money payable In 
respect ol' a 

guarantee to be a 

charge on the 
Consoiidaœd Fund 

document as 

provided by 

subsection 

(2)(f)(ii) only 

if satisfied 

that— 

(a) the 

guarantee is 

in the public 

interest; 

(b) the 
borrower's 
financial 
position is 
strong 
enough to 
enable the 
borrower to 
repay the 
loan 
proposed to 
be 
guaranteed 

and to pay interest or other amounts payable in respect of the 
loan; and 

(c) the loan is geared towards stimulating economic growth 
in a county government. 

(4) To enable Parliament to decide whether or not to 
approve a draft loan guarantee document as provided by 
subsection (3), the Cabinet Secretary shall prepare and submit 
to each of the House of Parliament a paper that— 

(a) gives details of the loan that is proposed to be 
guaranteed, including the amount of the loan, the terms of 
repayment, and the details of the interest or any other amount 
payable under the loan; 

(b) specifies the national government's total contingent 

liability under guarantees given under this section; and 

(c) specifies any other information that the Cabinet 

Secretary considers relevant. 

59. Not later than fourteen days after the guarantee is entered 

into, the Cabinet Secretary shall submit to Parliament and 

publish a statement— 

(a) stating that a guarantee is entered into: and 

(b) containing details of— 

(i) the guarantee, including the name and other 
particulars of the borrower whose loan is guaranteed; 

(ii) the duration and nature of the guarantee; 

(iii) a risk assessment in respect of the 

guarantee; and 

(iv) any other information prescribed by 
regulations for the purposes of this subsection. 

60. ( l ) Subject to subsection (2), money payable on a 
guarantee is a charge on, and • is payable out of, the 
Consolidated Fund without further appropriation than this 
section. 

(2) Money payable on a guarantee shall be paid only if the 
payment has been authorised by the Controller of Budget. 
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(3) Wher
e money is 
paid out of 
the 
Consolidate
d Fund on a 
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guarantee, the Cabinet Secretary shall submit a report to 
Parliament giving details of the payment. 

(4) The Cabinet Secretary shall ir»clude in the report made 

under subsection (3)— 

(a) details of the guarantee; 

(b) the circumstances giving rise to the payment; 

(c) reasons why the borrower failed to pay; and 

(d) such further information as the Cabinet Secretary may 

consider relevant. 

61. ( l ) Money paid by the Cabinet Secretary on a 

guarantee, including any expenses incurred by the Cabinet 

Secretary in respect of the guarantee, shall— 

(a) be a debt due to the national government from the 

borrower whose loan was guaranteed; and 

(b) be recoverabie from the borrower as a debt due to the 
nationai government by - 

(i) proceedings brought in a court of competent 
jurisdiction; or 

(ii) withholding a transfer of money in terms of 

Article 225 of the Constitution, if the borrower 

receives appropriations. 

(2) Where Cabinet considers that the debt is more likely to 

be recovered if the borrower is allowed to pay the debt over a 

period of time, the Cabinet Secretary may enter into an 

agreement with the borrower to pay the debt over that period and 

at such intervals, and subject to such terms and conditions, as 

may be specified in the agreement. 

(3) The Cabinet Secretary shall not impose terms and 

conditions in an agreement under subsection (2) which are 

inconsistent with the terms and conditions specified in the 

guarantee document. 

(4) Wh
ere the 
Cabinet 
Secretary 
enters into 
an 
agreement 
under 
subsection 
(2), no 
proceedings 
under 
subsection ( 
l) (b) shall 
be taken 
unless the 
borrower 
defaults 
under the 
agreement. 

(5) The 

Cabinet 

Secretary 

shall ensure 

that any 

money 

received or 

recovered 

from a 

borrower in 

respect of 

money 

Recovery of 
amounts paid on a 
guarantee. 
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paid under a guarantee entered into under this section is paid 
into the Consolidated Fund. 

The Public Deb/ Management Office 

Estabhshment and 

objectives of the 62. ( l) There is established an office to be known as the 

Public Debt Management Office within the National 
Management Office. Treasury. 

(2) The Head of the Public Debt Management Office shall be 
recruited through a competitive process by the Public 
Service Commission. 

(3) The objectives of the Public Debt Management Office 
shall be to— 

(a) minimise the cost of public debt management and 
borrowing over the long-term taking account ot 
risk; 

(b) promote the development of the market institutions 

for Government debt securities; and 

(c) ensure the sharing of the benefits and costs of 

public debt between the current and future 

generations. 

Functions of the 63. The functions of the Public Debt Management 
Public Debt 
Management Ot13ce 

Office shall include— 

(a) carrying out the government's debt management policy of 

minimising its financing cost over the long-term taking 

account of risk; 

(b) maintaining a reliable debt data base for all loans taken by the 
national government, county governments and their entities 
including other loans guaranteed by the national government; 

(c) prepare and update the annual medium-term debt management 

strategy including debt sustainability analysis; 
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(d) prepare and implement the national government borrowing 

plan including servicing of outstanding debts, 

(e) acting as the principal in the issuance of 

Government debt securities on behalf of the National 

Treasury; 

(f) monitor and evaluate all borrowing and debt-related 
transactions to ensure that they are within the guidelines and 
risk parameters of the debt management strategy; 

(g) process the issuance of loan guarantees including assessment 
and management of risks in national government guarantees. 

(h) transact in derivative financial instruments in accordance with 

best international practices benchmarked to the debt 

management offices of other governments that are 
internationally respected for their practices. 

64. ( l ) The Cabinet Secretary shall— Role of Cabinet 
Secretary Public 

Debt Management 
Office. 

(a) develop the policy and financial framework in 

accordance with Constitutional principles within 

which the Public Debt Management Office operates; 

(b) delegate to the Head of the Public Debt Management 

Office the operational decisions on borrowing and 

debt management and the day-today management of 
the Office; 

(c) ensure that the Public Debt Management Office has 

the resources and skills to manage the debt and 

borrowing according to international best practices 

for liability management; and 

(d) be accountable to Parliament for the work of the 

Public Debt Management Office. 
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(2) The Public Debt Management Office shall prepare and 

submit to the Cabinet Secretary and the Commission on 

Revenue Allocation the following reports - 

(a) the Medium Term Debt Management Strategy 

consistent with the Budget Policv Statement: 

(b) the government borrowing plan for the approved 
Annual Budget: 

(c) the statistical and analytical reports on debt and 

borrowing: and 

(d) the annual perfoñnance reports of the Public Debt 
Management Office. 

(3) The reports referred to in subsection (2) shall be 
published and publicised and a copy ol' each sent to each 
county government 

(4) The Public Debt Management Office may 
appoint agents to provide technical advice or undertake 
administrative functions for the management of debts 
provided that control and accountability for these 
functions remain with the Cabinet Secretary. 

Relationship With county 

treasuries In 65. ( l ) At the request of a County Treasury, the Public 

debt management Debt Management Office shall assist the counts 
government in its debt management and borrowing. 

(2) At the request of the Public Debt Management Office, the 
County Treasury shall supply the Public Debt 
Management Office with any information that shall 
enable it to execute its mandate efficiently. 

The Judiciary, Parliament, Constitutional Commissions and 

Independent Offices 
Accounting officers of 

Judiciary 
66. ( l ) Subject to the Constitution. the accounting officer ot 

 
Parliament. 

the Judiciary, Parliamentary Service Commission. 

Cmstltlltlonal constitutional commissions and independent offices 
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commissions and 

        offices 

shall monitor. evaluate and oversee the management 01 

public finances in their respective entities, including— 

(a) the promotion and enforcement of transparency. 
effective management and accountability with regard 
to the use of public finances; 

(b) ensuring that accounting standards are applied; 

(c) the implementation of financial policies in relation to 
public finances; 
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(d) ensuring proper management and control of. and 
accounting for, their finances in order to promote the 
efficient and effective use of budgetary resources; 

(e) the preparation of annual estimates of expenditures; 

(f) acting as custodian of the entity's assets, except where 

provided otherwise by any other legislation or the 

Constitution; 

(g) monitoring the management of public finances and 
their financial performance; 

(h) making quarterly reports to the National Assembly on 
the implementation of their budget; and 

(i) taking such other actions, not inconsistent with the 
Constitution, as shall further the implementation of 
this Act. 

Responsibilities of the accounting officers of the national government 

and the national government entities 

67. (l)The Cabinet Secretary, except as otherwise provided Designation of 

by law, shall in writing designate accounting officers to accounting 

officers for 

nationa\ 
be responsible for the proper management of the finances 
of the different national government entities as may be 
specified in the different designations. 

(2) Except as otherwise stated in other legislation, the person 
responsible for the administration of a Constitutional 
Commission or institution or Independent Office shall be 
the accounting officer responsible for managing the 
finances of that Commission, institution or Independent 
Office. 

(3) The Cabinet Secretary shall ensure that at any time there is 

an accounting officer in each national government entity. 

government. 

68.(1) An accounting officer for a national government Responsibilities of 

entity, Parliamentary Service Commission and the accounting 

officers for 

national 

Judiciary shall be accountable to the National Assembly government entities, 
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for ensuring that the resources of the respective entity Parliament and the 

for which he or she is the accounting officer are used in a 

Nay that is  

Judiciary. 

(a) lawful and authorised; and 

(b) effective, efficient, economical and transparent. 

(2) In the performance of a function under subsection ( l), an 

accounting officer shall— 

(a) ensure that all expenditure made by the entity 

complies with subsection ( l ); 

(b) ensure that the entity keeps financial and accounting 

records that comply with this Act: 

(c) ensure that all financial and accounting records the 
entity keeps in any form, including in electronic form 
are adequately protected and backed up; 

(d) ensure that all contracts entered into by the entity are 
lawful and are complied with, 

(e) ensure that all applicable accounting and financial 
controls, systems, standards, laws and procedures are 
followed when procuring or disposing of goods and 
services and that, in the case of goods, adequate 
arrangements are made for their custody, 
safeguarding and rnaintenance; 

(f) bring any matter to the attention of the Cabinet 

Secretary responsible for the entity, or the Chief 

Justice or the Speaker of the National Assembly if, in 

the accounting officer's opinion, a decision or policy 

or proposed decision or policy of the entity may result 

in resources being used in a way that is contrary to 

subsection (l  

(g) prepare a strategic plan for the entity in conformity 

with the medium term fiscal framework and fiscal 

policy objectives of the national government; 

(h) prepare estimates of expenditure and revenues of the 

entity in conformity with the strategic plan referred to 

in paragraph (g); 

submit the estimates of the public entity which is not a 

state corporation to the Cabinet Secretary; 
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(j) submit the estimates of a public entity which is a state 
corporation to the Cabinet Secretary responsible for 
that state corporation who, after approving it, shall 
forward it to the Cabinet Secretary; 

(k) prepare annual financial statements for each financial 

year within three months after the end of the financial 

year, and submit them to the Controller of Budget and 

the Auditor-General for audit, and in the case of a 

national government entity, forward a 

copy to the National Treasury; 

take appropriate measures to resolve any issues arising 
from audit which may remain outstanding: 

(m) provide information on any fraud, losses, or any 
violation of subsection ( Dand explanation for the 
actions taken to prevent a similar problem in future: 

(n) provide the National Preasurv and anv other office. 
where relevant, with anv intòrmation it mav require 
to fulfil its functions under this Act: and 

(o) in case of a national government entity, carry out 

such other functions as mav be specified by the 

Cabinet Secretary. 

(3) [f the concerns referred to in subsection (2) (f) are not 

adequately addressed bv the Cabinet Secretary or the Chief 

Justice or the Speaker of the National Assembly. the accounting 

officer shall bring those concerns to the attention of Parliament. 

(4) Not later than three months after the National Assembly 
has adopted a report by a relevant committee of the National 
Assembly in respect of a report submitted by the Controller of 
Budget under Article 228(6) of the Constitution, an accounting 
officer shall - 

(a) prepare a report on actions taken by the entit\ to 
implement any recommendations made in the 
committee's report as adopted bv the National 
Assembly; and 

(b) submit the report to the National Assembly and in case 

of a national government entity, copy to the National 

Treasury and the Controller of Budget. 

(5) A 
report 
retèrred to 
in 
subsection 
(4) shall be 
published 
and 
publicised. 

69.( l ) An 
accounting 
officer for a 
national 
government 
entity may 
writeoff any 
loss not 
exceeding a 
prescribed 
amounl. and 
in 
circumstanc
es 
prescribed 
by 
regulations 
for the 
purposes of 
this section. 

(2) An 

accounting 
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officer for a national government entitv. may with the approval 

of the Cabinet Secretary, writeoff a loss exceeding the amount 

referred to in subsection ( l ) but not exceeding a further amount 

and in circumstances prescribed by regulations. 

(3) The Cabinet Secretary may, with the approval of 

Cabinet, 

Accounting 
officer ora 
national 
government 
entity mav write 
off loss. 

authorise an accounting officer to writeoff a loss exceeding the 

amount referred to in subsection (2). 

(4) An accounting officer for a national government entity 

shall maintain a record of any losses that are written off during 

a financial year and shall include the record in the entity's 

financial statements for that year. 
Spending authority 

of accounting 
70. If a national government entity has expenditures that 

officer are charged on the Consolidated Fund under the Constitution or 

an Act of Parliament, the accounting officer has the authority to 

spend the money in accordance with the purposes specified in 

legislation without an appropriation. 

Accounting officer 71.(1) An accounting officer for a national government 
for national 
'.overnment entity 

entity may authorise payment of cash advances to 

Inay make cash public officers to enable them make payments for the 
advances. entity or in the course of their duties. 

(2) A public officer to whom cash advance is made under 
subsection (l ), shall account for the advance within a 
reasonable period. 

(3) A public officer to whom cash advance has been made 

under subsection ( l ), shall return the balance of the cash 

advanced together with signed supporting documents for the 

expenditure incurred in accordance with any requirement set 

out in any of the following— 

(a) the documents used to apply for or authorise the 
advance; 

(b) regulations prescribed for the purpose of this section; 
and 
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(c) any written notice given to the officer by the 

accounting officer. 

(4) If a public officer to whom cash advance is made under 

subsection (l ) fails to account for the advance, or fails to return 

it as required by subsection (3)— 

(a) the amount of the advance not accounted for or not 

returned becomes a debt owed by the officer; 

(b) the debt becomes subject to the payment of interest 

at a rate prescribed by regulations for the purpose of 

this subsection; and 

(c) the debt, including the interest on it, is recoverable by 

that entity by making a deduction from any salary or 

other amount that is payable to the officer. 

72.(1 ) The accounting officer for a national government 

entity shall— 

(a) be responsible for the management of the entitv s s 

assets and liabilities; and 

(b) manage those assets in a way which ensures that the 

national government entity achieves value tòr money 

in acquiring, using and disposing of those assets. 

(2) The accounting officer for a national government entity 

may dispose of assets only in accordance with an Act of 

Parliament pursuant to Article 227 of the Constitution and shall 

ensure that the proceeds from all asset disposals are deposited 

into a bank account of the entity. 

(3) A national government entity shall not Joan or transfer 
assets to any person or organisation or permit any person or 
organisation to use assets for purposes other than carrying out 
the functions of the entity, except in accordance with an Act of 
Parliament enacted pursuanl to Article 227 of the Constitution. 

(4) Regulations may provide for the management and 

disposal of Government assets and for the monitoring of the 

management and disposal of those assets bv national 

government entities in accordance with an Act of Parliament 

enacted pursuant to Article 227 of the Constitution. 

73. ( l ) 
Every 
national 
governm
ent 
entity 
shall 
ensure 
that it 
complies 
with this 
Act 
and— 

(a) has 
appropri
ate 
arrange
ments in 
place 
fòr 
conducti
ng 
internal 
audit 
accordin
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g to the guidelines of the Accounting Standards Board; 
and 

(b) where any regulations are in force under subsection (2). 
those regulations are complied with. 

(2) Regulations may prescribe 
requirements to be complied with in conducting 
internal audits. 

(3) The Internal Auditor-General 
Department of the National Treasury shall ensure that 
its arrangements for conducting internal auditing 
include— 

(a) reviewing the governance 

mechanisms the entity and 

mechanisms for transparency and 

accountability with regard to the 

finances and assets of the entity; 

(b) conducting risk-based, value-for-
money and 

Accounting officer to manage assets and liabilltles of national government entities. 

National government 
entity to maintain 
mtemal auditing 
arrangements 
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systems audits aimed at strengthening internal control 
mechanisms that could have an impact on 
achievement of the strategic objectives of the entity; 

(c) verifying the existence of assets administered by the 

entity and ensuring that there are proper safeguards 

for their protection; 

(d) providing assurance that appropriate institutional 
policies and procedures and good business practices 
are followed by the entity; and 

(e) evaluating the adequacy and reliability of 

information available to management for making 

decisions with regard to the entity and its operations. 

(4) A national government entity shall ensure that internal 

audits in respect of the entity are conducted in accordance with 

international best practices. 

(5) Every,national government public entity shall establish an 
audit committee whose composition and functions shall be as prescribed 
by the regulations. 

Disciplinarv measures 

against 
74. ( l ) Subject to the Constitution, the Public Officers 

public and Ethics Act, 2003 and the Public Service codes of ethics or 
accounting officers any other relevant laws, if an accounting officer reasonablv 

No of 2003 believes that a public officer employed by a national 

government entity is r engaging in, or has engaged in 

improper conduct withi(l the meaning of subsection (4) in 

relation to the resources of the entity, the accounting officer 

shal  

(a) take appropriate measures to discipline the public 

officer in accordance with regulations; or 

(b) refer the matter to the relevant office or body in 

terms of the statutory and other conditions of 

appointment or employment applicable to that 

public officer. 

(2) If a Cabinet Secretary reasonably believes that an 

accounting officer is engaging in or has engaged in improper 

conduct within the meaning of subsection (4), the Cabinet 

Secretary shall— 
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(a) take such measures as may be provided in 
regulations; or 

(b) refer the matter to the relevant office or 

body in terms of the statutory and other 

conditions of appointment or employment 

applicable to that accounting officer. 

(3) The measures referred to in subsection (2) (a) include 

revoking the position as accounting officer. 

(4) For the purposes of this section, a public officer or 
accounting officer engages in improper conduct in relation to a 
national government entity if the officer— 

(a) contravenes or fails to comply with this Act, including 

thetr accounting responsibilities; 

(b) undermines any financial management procedure or 
controls that apply to the entity; 

(c) makes or permits expenditure that is unlawful or has not 
been authorised by the entity; or 

(d) fails. without reasonable excuse, to pay eligible and 
approved bills promptly in circumstances where funds 
are provided for. 

(5) Disciplinary measures under this section may not be 
taken against a public officer or accounting officer under 
subsection ( l ) (a) or (2) (a) unless the officer has been given an 
opportunity to be heard In relation to the alleged improper 
conduct. 

Receivers and collectors o/ national government revenue 
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75.( 1 ) The Cabinet Secretary shall, in writing, designate 
persons as receivers of national government revenue under 
Article 209 ( l ). (2) and (4) of the Constitution and who 
shall be responsible for receiving and accounting fòr such 
national government revenue provided in anv law or 
regulations as the Cabinet Secretary may spccily in thxe 
letter of appointment. 

(2) A receiver of national government revenue is responsible 
to the Cabinet Secretary for the collection of revenue for which 
he or she is responsible and such revenue shall be separately 
accounted for in accordance with Articles 206 ( I ) and 209 ( l ), 
(2) and(4) of the Constitution. 

76. ( l ) A receiver of the national government revenue may 

authorise a public officer employed by the national 

government or any of its entities to be a collector ot 

revenue for the national government and remit it to the 

Receivers and 
collectors or 

national 
government 

Recetver mav 

authonse a public 

officer to be collector 

of national 

government revenue 
receiver. 

(2) Any public officer, other than a receiver or collector of 
revenue for the national government, who collects revenue for 
that national government shall, not later than three days after 
receiving it, dqliver the revenue to a receiver or collector of 
revenue for the national government. 
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Powers or the 
Cabinet Secretary 
to waive or vary 
tax. fees or charges. 

Kenya Revenue 
Authority to be 
collector of national 
government revenue. 

Public officers to 

comply with laws 
retating to national 

government 

resources. 
h

i

l

l

(

l

n

c

e  

(3) A 

receiver of 

revenue for 

the national 

government 

shall provide 

monthly 

statements to the National Treasury and the Commission on 

Revenue Allocation. 

77. The Cabinet Secretary may waive a national tax, a fee 

or charge imposed by the National Government and its entities 

in accordance with criteria prescribed in regulations provided 

that— 

(a) the National Treasury shall maintain a public record of 

each waiver together with the reason for the waiver and 

report on each waiver in accordance with Section 82 of 

this Act, 

(b) such a waiver or variation has been authorised by an 

Act of Parliament; and 

(c) a State Officer may not be excluded from payment of a 

tax, fee or charge by reason of the office of the State 

Officer or the nature of work of the State Officer. 

78. The Kenya Revenue Authority, shall be the collector of 

national government revenue for the purposes of this Part. 

Obligations ofpublic officers 

79. ( l ) Every public officer employed in a national 

government state organ or public entity shall comply with 

the Constitution and all laws relating to the conduct of 

public officers when carrying out a responsibility or 

exercising a power under this Act. 

(2) Without prejudice to provisions under subsection ( l ), a 

public officer employed in a national government state organ 

or public entity shall  

(a) comply with the provisions of this Act so far as they 

are applicable to the officer; and 

(b) ensure that the resources within the officer's area of 

responsibility are used in a way which  

(i) is lawful and authorised; and 
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(ii) i
s 

e

f

f

e

c

t

ive, efficient, economical and transparent; 

(c) within the officer's area of responsibility— 

(i) ensure that adequate arrangements are made for 
the proper use, custody, safeguarding and 
maintenance of public property; and 

(ii) use the officer's best efforts to prevent any 

damage from being done to the financial 

Finance  

interests of the national government. 

Financial reporting by the National Treasury and national 

government entities  

80. ( l ) At the end of each financial year, the National The National 

Treasury shall prepare for the national government, Treasury to prepa're 

consolidated annual 
clear and comprehensible annual financial statements that 

consolidate the financial statements prepared by all 

national government entities, in accordance with formats 

prescribed by the Accounting Standards Board. 

financial statement. 

(2) The National Treasury shall include in the 

consolidated financial statements— 

(a) a statement of all monies paid into and out of the 
National Exchequer Account; 

(b) a summary op— 

(i) the appropriation accounts and statements 

prepared by accounting officers under section 81; 

and 

(ii) the statements prepared by receivers of revenue 

under section 82; 

(c) a statement of payments made out of the National 

Exchequer Account that are authoriséd by 

legislation other than an Appropriation Act; 
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(d) a statement of the total amount of debt of national 

government that is outstanding at the end of the 

financial year; 

(e) a statement of any waivers under Article 210 of the 

Constitution; and 

(f) such other statements as the National Assembly may 

require. 

(3) The National Treasury shall ensure that the statements 

and summaries referred to in subsection (2) are in a 

form that complies with the relevant accounting 

standards prescribed and published by the Accounting 

Standards Board. 

(4) Not later than four months after the end of the financial 

year, the National Treasury shall— 

(a) submit the financial statements and 

summaries referred to in subsection (l) to the 

Auditor-General and a copy to the Controller 

of Budget and the Commission on Revenue 

Allocation; and 
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(b) publish and publicise the statements. 

Annual rcporung. ofT)cersby 81. ( l ) At the end of each financial year, the 

accounting 
accounting  

officer for a national government entity shall prepare 

financial statements in respect of the entity. 

(2) The accounting officer shall include in the financial 

statement— 

(a) appropriation accounts, showing  

(i) the services for which the appropriated 
money was spent; 

(ii) the actual amount spent on. each service: 

(iii) the status of each vote compared with 

the appropriation for the vote, 

(iv) a statement explaining any variations 
between the actual expenditure and the 
sums voted; and 

(v) any other information specified by the 

National Treasurv, 

(b) a statement of the entity's debt which is outstanding at 

the end of the financial year; 

(c) a statement of the entity's debt guaranteed by the 

national government as at the end of the financial 

vear; 

(d) a statement of the entity's assets and liabilities as at 

the end of the financial vear in respect of the recurrent 

Vote, development Vote and funds and deposits; 

(e) a statement of the accounting policies followed in 

preparing the financial statement; and 
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(f) a statement of the national government entity's 
performance against predetermined objectives. 

(3) The accounting officer shall prepare the financial 
statements in a form that complies with the relevant accounting 
standards prescribed and published by the Accounting 
Standards Board from time to time. 

(4) Not later than three months after the end of each 

financial year, the accounting officer for the entity shall— 
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(a) submit the entity's financial statements to the Auditor-General 

and a copy of the statement to the Controller of Budget, the 

National Treasury and the Commission on Revenue 

Altocation; and 

(b) publish and publicise the financial statements. 

(5)In the case of an entity that is a state corporation, the 

accounting officer shall submit the corporation's financial 

statements to the Cabinet Secretary responsible for matters 

relating to that corporation who shall, upon approving it, submit 

a copy to the Cabinet Secretary. 

82. ( l ) At the end of each financial year, a receiver of Annual rep Ãlng 

revenue for the national government shall prepare an LŒ•celters •Trevenue. 

account in respect of the revenue received and collected by the receiver 

during that financial year. 

(2) An account prepared under subsection (l) shall include  

(a) a statement of receipts and disbursements in such form as 

the National Treasury may direct; and 

(b) a statement of arrears of revenue. 

(3) Not later than three months after the end of the financial 

year, the receiver of revenue for the national government shall  

(a) submit the accounts to the Auditor-General and a copy to 

the National Treasury, Controller of Budget and the 

Commission on Revenue Allocation; and (b) publish and 

publicise the financial statements. 

(4) Not later than three months after the end of each financial 

year, a receiver of revenue for the national government shall 

submit to the Auditor-General a report with respect to all waivers 

and variations of taxes, fees or charges granted by the receiver or 

collector during that year. 

(5) The receiver shall include in the report under subsection 

(4) the following details in respect of each waiver or variation  

(a) the full name of each person benefitting from the waiver or 

variation; 
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(b) the amount of tax, fee or charge affected by the waiver or 

variation; 

(c) the year to which the waiver or variation relates;  the 

reasons for waivc;or variatior; and 

(e) the law in terms of which the waiver was granted. 

(6) The reports referred to in subsection (4) shall be published 

and publicised. 
Accounting officer to 

prepare quarterly 
83. (l) An accounting officer for a national government 

reports for national entity shall prepare a report for each quarter of the financial 
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government entity year in respect of the entity. 

(2) In preparing a quarterly report for a national government 

entity, the accounting officer shall ensure that the report— 

(a) contains information on the financial and nonfinancial 
performance of the entity; and 

(b) is in a form that complies with the standards 

prescribed and published by the Accounting Standards 

Board from time to time. 

(3) Not later than fifteen days after the end of each quarter, the 

accounting officer shall submit the quarterly report to the 

Cabinet Secretary responsible for the entity and the National 

Treasury. 

(4)The Cabinet Secretary responsible for an entity shall 

forward a copy of the report to the Cabinet Secretary 
and Controller of Budget. 

(5) Not later than forty five days after the end of each 

quarter, the National Treasury shall— 

(a) consolidate the quarterly reports and submit them to 
the National Assembly with copies of the reports to 
the Controller of Budget, Auditor-Generat and the 
Commission on Revenue Allocation; and 

(b) publish and publicise the reports. 

(6) In the case of an entity that is a state corporation, the 

accounting officer for the corporation shall submit the quarterly 

report to the Cabinet Secretary responsible for the corporation 

who shall, upon approving it, forward a copy to the Cabinet 

Secretary. 

Administrators of 

national public funds 84. ( l) The administrator of a national public fund 

to prepare annual established by the Constitution or an Act of Parliament shall 
financial statements. prepare financial statements for the fund for each financial year 

in a form prescribed by the Accounting Standards 

Board. 

(2) In preparing a financial statement for a national public fund, the 

administrator shall ensure that the report contains information on the 

financial and non-financial performance 
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of the national public fund. 

(3) Not later than three months after the end of each 

financial year, the administrator of a national public fund shall 

submit the financial statements prepared under this section to 

the Auditor -General. 

(4) The administrator shall submit a copy of the report 

to the Cabinet Secretary responsible for the fund. 

85. The administrator of a national public fund established by the 

Constitution or an Act of Parliament shall prepare quarterly 

financial statements for the national public fund in a form 

prescribed by the Accounting Standards Board. 

Establishment and dissolution ofstate corporations and 

additional requirements for state corporations and 

government-linked corporations 

86.(1) A state corporation may be established or dissolved only 

with the prior approval of the Cabinet, which approval may 

be given only after taking into account any recommendations 

made by the National Treasury regarding the financial 

implications of establishing or dissolving the corporation. 

(2) Regulations shall prescribe the criteria to be used in 

establishing or dissolving state corporations and the regulations 

shall be tabled in Parliament for approval. 

87. (l) The national government or national government entity 

may not invest  

(a) in a state corporation; or 

(b) in a government-linked company, 

without the prior approval of the Cabinet, which approvål may be 

given only after taking into account any recommendations of the 

National Treasury regarding the financial implications of the 

investment. 

88. (l) The respective Cabinet Secretary responsible for matters 

relating to a state corporation is responsible for monitoring— 

(a) the 

finan

cial 

perf

orma

nce 

of 

that 

state 

corp

orati

on 

and 

gove

rnme

nt- 

linke

d 

corp

orati

ons; 

and 

(b) the 

perf

orma

nce 

of 

that 

state 

corp

orati

on 

and 

the 

activ

ities 

affec

ting 

its 
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financial performance; and 

reporting to the Cabinet on the financial performance of the 

state corporation. 

Quarterly reporting by administrators of national public funds. 

Establishment and dissolution of a state corporation. 

Restrictions on national government investing in government-linked corporations. 

Cabinet Secretary in charge of state corporation to monitor its performance. 
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(2) The Cabinet Secretary shall 

(a) analyse financial and other reports that are required to 
be prepared by a state corporation under the State 
Corporations Act or any other relevant Act. 

Cap 446 (b) report to the Cabinet on the financial performance of 
those state corporations; and 

(c) make recommendations to the Cabinet as to how a 

particular state corporation or government-linked 

corporation could improve its financial performance. 
Annual reporting by 

the Cabinet 
89.( 1) The Cabinet Secretary responsible for matters 

Secretary relating to public investments shall prepare and submit 
responsible gor to the National Assembly, not later than four months 
matters relaune to after the end of each financial year, a consolidated 
puhllC Investments report summarising the extent of national government 

involvement or investment in, or funding of, all state 

corporations and government-linked corporations for 

that financial year. 

(2) The report under subsection ( l ) shall include information on— 

(a) the date of incorporation and objects of the corporation  

(b) the amount of national government shareholding, 

directly or indirectly, in the state corporation; 

(c) any changes in the shareholding of the state corporation 

during the financial year; 

(d) the amount of any funding in the form of grants or 
subsidies provided by the national government to the 
state corporation or government-linked state 
corporations, excluding profit- making state corporation, 
during the financial year; 

(e) the amount of any loans made by the national 
government to the state corporation, and the amount of 
any guarantees issued by the national government in 
respect of the state corporation, during the financial year; 

(f) the cumulative amount of undischarged loans and 

guarantees in respect of the state corporation; 
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(g) the amount of the profit or loss of the state corporation 

for the financial year; 

(h) the amount of any revenue received by the national 

government from the state corporation during the 

financial year, including dividends, interest and proceeds 

from any divestiture of assets of the state 
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corporation; 

(i) the amount of payments made, or losses incurred, by 
the national government to meet contingent liabilities 
as a result of loans or guarantees during the financial 
year, including payments made in respect of 
guarantees, loan write-offs or waiver of interest on 
loans; and 

(j) an assessment of the financial and related nonfinancial 

performance of the state corporation for the financial 

year. 

(3) Once every three years, the Cabinet Secretary responsible 
for matters relating to publ ic investments shall prepare a 
report on the assessment of the national government's 
continued involvement or investment in, or funding of, 
the state corporation or government linked corporation. 

(4) The Cabinet Secretary responsible for matters relating to 

public investments shall submit copies of the reports 

referred to in subsections (2) and (3) to the Cabinet 

Secretary, the Controller of Budget, the Commission on 

Revenue Allocation and to the Auditor-General. 

90. Any House of Partiament may, by resolution, extend the 

time limit, other than a time limit set in the Constitution, 

for submitting a statement or other document required to 

be submitted to it under this Act. 

91. For the purposes of sections 86,87, 88 and 89— 

(a) "government-linked corporation" means a corporation in 
which the national government or national government 
entity is a shareholder with less than fifty percent of the 
share capital of the corporation; and 

(b) "invest" means any form of funding provided to a state 
corporation, including providing share capital, loans, 
guarantees, grants or subsidies. 

Resolutio

n of 

operation

al 

andfinanc

ial 

problems 

of 

national 

governme

nt entities 

and 

county 

governme

nts 

92. ( l ) . A 
State 
organ or 
other 
public 
entity is 
primaril
y 
responsi
ble for 
foreseei
ng, 
identifyi
ng, 
avoidin
g and 
resolvin
g 
financia
l 
problem
s in that 
State 
organ or 
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public entity. 

Parliament may extend time limit 

Definitions for purposes ofsections 86, 87, 88 and 89 

Responsibility for avoiding, identifying and resolving financial problems 
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Assessment of the 

need for intervention 

tn accordance with 
Article 225 of the 

Constitution. 

(2) A 

State organ 

or other 

public entity 

shall ensure 

that the 

conduct of 

financial 

management 

is in 

accordance 

with the 

Constitution 

and this Act. 

(3) If a 

State organ 

or other 

public entity 

encounters a 

serious . 

financial 

problem or 

anticipates 

serious 

challenges in 

performing 

its financial 

function or 

meeting its 

financial 

commitment

s, it shall 

immediately

— 

(a) seek solutions to resolve the financial problems; 

(b) notify the Cabinet Secretary or the County Executive 

Committee member for finance where the State organ is a 

county government oYgan; 

(c) notify the Cóntroller of Budget and the CommiSsion on 

Revenue Allocation; and 

(d) inform the Intergovernmental Budget and Economic 

Council, of the nature of the financial problem and 

proposed remedial measures it proposes to put in place. 

93.(1) If the Cabinet Secretary becomes aware of 

financial problems in a State organ or other public entity, the 

Cabinet Secretary shall promptly — 

(a) ascertain the seriousness of the 

problem and the proposed remedial measures or 

solution to the financial problem by the State organ 

or public entity; and 

(b) determine whether the situation 

constitutes a serious material breach or persistent 

material breach requiring stopping of transfer of 

funds under Article 225(3) of the Constitution. 

(2) In the case of a State organ which is a national 

government entity, if the financial problem has been caused by 

or resulted in a failure by the national government entity— 

(a) to perform its functions or comply with obligations 

imposed under the Constitution or any other Act; or 

(b) to meet its financial commitments, the Cabinet 

Secretary shall, guided by regulations, consider whether or 

not to take action under Article 225(3) of the Constitution 

and in terms of this Act. 

(3) In the case of a State organ which is a county 

government or county government entity, if it — 



993 

2012 Public Finance Management No. 18 

 

(a) does not operate a financial management 

complies with the requirements prescribed in this Act 

and the financial problem has met conditions for 

intervention in terms of Article 190(3) of the 

Constitution; or 

(b) is unable to meet its financial commitments as set out in the 

Constitution or this Act, this shall constitute a serious 

material breach or persistent material breach for purposes of 

stopping transfer of funds under Article 225(3) of the 

Constitution. 

(4) When determining whether the conditions for the 

Cabinet Secretary to stop transfer of funds referred to in 

Article 225(3) of the Constitution are met, all relevant facts 

shall be considered before the Cabinet Secretary acts. 

94. (l) The following factors, singly or in combination, Additional 

may further indicate that a State organ or public entity is in indicators of 

serious or 

serious material breach or persistent material breach of the persistent material 

measures established under this Act— breach 

(a) the State organ or public entity- 

(i) has failed to make any payments as and when due; 

(ii) has defaulted on financial obligations for financial 

reasons; 

 
(iii) had an operating deficit in excess of a percentage of 

revenue in the most recent financial year for which 

financial information is available as prescribed in 

regulations; or 

(iv) is more than sixty days late in submitting its annual 

financial statements to the Auditor-General in 

accordance with this Act or any other legislation; 
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(b) the State organ or public entity has failed to make any other payment as 

and when due, which individually or in the aggregate is more than an 

amount as may be prescribed or, if none is prescribed, more thar> two 

percent of the State organ's or public entity's budgeted operating 

expenditure; 

(c) the Controller of Budget has raised material issues  

their quarterly report: 

(d) the Auditor-General has withheld an opinion or issued a disclaimer due 
to inadequacies in the financial statements or records of the State organ 
or public entity or has issued an opinion which identifies a serious 
financial problem in the State organ or public entity; or 

(e) recurring or continuous failure by a State organ or public entity to meet 
its financial commitments which substantially impairs the State organ's 
or public entity's ability to procure goods, services or credit on usual 
commercial terms. 

(2) Provisions of this sections shall not apply with respect 

(a) disputed obligations which are subject to litigation in a 

court of law, provided such litigation is not instituted to 

avoid an intervention; or 

(b) obligations explicitly waived by creditors. 
Stoppage ot lunds 95. Where the Cabinet Secretary finds a State organ which 
process In national is a national government entity to be in serious or persistent 
government entity. material breach of its obligations or financial commitments, 

the Cabinet Secretary shall— 

(a) determine the reasons for the breach; and 

(b) assess the qiational government entity's financial 

state. 

Stoppage of funds 96. ( l ) Where the. Cabinet Secretary finds a State organ 
process In county which is a county government entity to be in serious or 
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governmct)l persistent material breach of its obligations or financial 

commitments, the Cabinet Secretary shall, in accordance with 

Article 225 of the Constitution, immediately stop the transfer of 

funds. 

(2) Within seven days of stopping the transfer of funds 

under subsection ( l ), the Cabinet Secretary shall inform— 

(a) the, accounting officer, of the State organ or public entity; or 

(b) the Cabinet Secretary responsible for matters relating to 

intergovernmental relations; 

(c) County Executive Committee member responsible for finance; 

(d) the Controller of Budget; 

(e) the Commission on Revenue Allocation; and 

(f) Intergovernmental Budget and Economic Council. 

(3) The Cabinet Secretary shall in the alternative promptly— 

(a) inform the County Executive Committee member responsible for 

finance; and 

(b) request the Auditor-General to— 

(i) determine the reasons for the breach; 

(ii) assess the county government financial state; and 

(iii) submit to the Cabinet Secretary and County 

Executive member for finance a report within 

thirty days from the date of the request. 

(4) The Cabinet Secretary may prescribe regulations in relation to the 

process of stoppage of transfer of funds. 

 97. ( l ) Where the Cabinet Secretary makes a decision stoppage Procedure 

of forfunds 

 
to stop the transfer of funds to a State organ or public entity in 

accordance with Article 225(3) of the Constitution and 
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provisions of this Act, the Cabinet Secretary shall stop the 

payment and inform the Controller of Budget in respect of— 

(a) the date from when the stoppage of transfer of funds takes 

effect; and 

(b) the nature of serious material breaches, or persistent material 

breaches, committed by the State organ or public entity. 

(2) Not later than seven days after the date of the decision to stop the transfer 

of funds, the Cabinet Secretary shall seek approval from Parliament. 

(3) Within Sour-teen days after the decision to stop the transfer of funds under 

subsection (l), the Controller of 

Renewal of decision 
to stop funds and 
termination of 
stoppage. 
Budget shall 

investigate 

the matter 

and submit a 

report to 

Parliament in 

accordance 

with Article 

225 (7) of the 

Constitution. 

(4) Parli

ament shall, 

within thirty 

days of the 

decision by 

the Cabinet 

Secretary to 

stop the 

transfer of 

funds, 

approve or 

renew the 

decision of 

the Cabinet Secretary to stop the transfer of funds and the 

Cabinet Secretary shall abide by the decision of Parliament. 

(5) The Cabinet Secretary may not stop the transfer of more 

than fifty percent of funds due to a county government. 

(6) Any person may exercise his or her right to petition 

Parliament in terms of Article 1 19 of the Constitution in respect 

of the action taken to stop the transfer of funds. 

98. (l) Where the Cabinet Secretary has applied to 

Parliament to renew a decision to stop the transfer of funds for a 

period beyond the sixty days, a time allowed by the Constitution, 

as soon as practicable but not later than fourteen days after being 

informed of the decision to renew the period, the Controller of 

Budget shall prepare a report on the matter to Parliament. 

(2) The report referred to in subsection (l) shall provide an 

independent opinion on findings on details of the material 

breach or persistent material breaches in such a manner as 

to allow Parliament to make a decision within thirty days 

on whether or not to approve the renewal of the decision 

to stop the transfer of funds. 

(3) An intervention based on Article 225(3) of the 

Constitution and provisions of this Act shall end when— 
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(a) the 

seri

ous 

or 

per

sist

ent 

ma

teri

al 

bre

ach 

in 

the 

Sta

te 

org

an'

s or 

pu

bli

c 

ent

ity'

s 

fin

anc

ial 

aff

airs 

has 

bee

n 

res

olv
ed; 

(b) the 

Sta

te 

org

an's or public entity's ability to meet its obligations to 

provide basic services or its financial commitments is 

secured; or 

(c) Parliament has declined to renew the Cabinet 

Secretary's decision to stop transfer of funds. 

(4) Where Parliament has not renewed a decision in terms of 

Article 225 (6) of the Constitution to stop the transfer of 
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funds, all funds held during the period of the stoppage shall be 

released within a period not exceeding fifteen days. 

99. (1) If as a result of an assessment using criteria Provision for a provided 

for under this Act, the Cabinet Secretary recovery plan. determines that 

there is a serious or persistent material breach or that a county 

government is unable to perform its functions, the Cabinet Secretary 

shall— 

(a) notify the county government and the Cabinet 

Secretary responsible for matters relating to 

intergovernmental relations, of the finding and the 

intention to intervene; 

(b) consult the county governor to obtain the county 

government's co-operation in the development and 

implementation of a recovery plan, including the 

approval of a budget and legislative measures 

giving effect to the recovery plan; 

(c) in consultation with the county government, 

prepare an appropriate recovery plan for the county 

government; and 

(d) notify the Controller of Budget, Senate, the Joint 

Intergovernmental Technical Committee and the 

Auditor -General of the findings and the content of 

the recovery plan. 

(2) The approved recovery plan by the Joint Committee 

shall form the basis for releasing funds withheld during the 

period of stoppage and the rekase of subsequent transfers to a 

state organ or public entity. 

(3) The purpose of the recovery plan referred to in 

subsection (1) shall be to secure the county government's ability 

to meet its obligations to provide basic services or its financial 

commitments. 
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(4) The recovery plan under this section shall— (a) identify 

the financial problems; 

(b) be designed to place the county government in a sound 

and sustainable financial condition as quickly as 

possible; 

(c) state the principal objectives of the plan and wa and 

means for achieving those objectives: 

(d) provide budget parameters which bind the 
government for a specified period or until stated 
conditions have been met: 

(e) identify specific revenue raising measures that are 
necessary tor financial recovery. including the rates at 
which tariffs should be set to achieve financial 
recovery; 

( f) set out a specific strategy tor addressing the enlity•s 
problems, including a strategy for reducino wasteful 
expenditure and Increasino the col lection ot revenue, 
as mav be necessary: 

(g) identify the human resources and the source of those 

resources: 

(h) describe the anticipated time frame tor the . and the 

milestones to be achieved: and 

(i) identify what actions are ržecessary tor the 

implementation of the plan, distinguishing between 

actions to be taken by the entity and actions to be taken 

by other parties. 

(5) In addition to provisions under subsection (4). the 
recovery plan may— 

(a) provide for the liquidation of specific assets. 
excluding those needed for the provision of the 
minimum level of basic services: 
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(b) provide for special measures to prevent 
unauthorised, irregular and wasteful expenditure 
and other losses: and 

(c) identify any actual and potential sources ot 
revenue. 

(6) The intervention shall adhere to the values and principles 
of the Constitution and provisions of any other relevant 
law. 

 

100.(1) There is established a committee to be known as Establishmenl of 

the 

the Joint Intergovernmental Technical Committee Joint 
Intergovernmental 

(hereinafter referred to as "Joint Committee') and shall Technical 
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comprise of— 

(a) the Cabinet Secretary; 

(b) the Cabinet Secretary responsible for matters relating to 

intergovernmental relations; 

(c) a representative of the county government or county 

government entity concerned; 

(d) a representative of the Intergovernmental Budge: 

and Economic Council; and 

(e) a representative of the Commission on Revenue Allocation. 

(2) The Joint Committee may invite or enlist anv other 
persons to assist it in performing its functions under this 
section. 

(3) The Joint Committee shall meet at least once every three 
months to review any action of intervention referred to in 
this Part, and establish— 

(a) the progress on resolving the county government's 
financial problems and the recovery plan; and 

(b) the effectiveness of the recovery plan. 

(4) The Joint Committee shall, every four months, submit 

progress reports and, where appropriate, a final report on 

the intervention to the Cabinet Secretary, the County 

Executive Committee member for finance, the relevant 

county Assembly, the Intergovernmental Budget and 

Economic Council and the Senate. 

C01nmittee. 
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101.(1) An intervention based on Article 190(3)(b) of the Termination of 

Constitution Shakl end  intervention. 
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(a) if it is terminated in terms of Article 190(5) of the 

Constitution where there has been a breach of the 

procedure prescribed in the. regulations approved by 

the Senate; or 

(b) where the Joint Committee is satisfied that the county 

government is able and willing to fulfil its obligation 

in terms of legislation or the Constitution that gave 

rise to the intervention; and 

(c) when the Joint Committee determines that the 

financial problem which caused the failure by the 

county government to comply with its obligation is 

resolved; and 

(d) when the Joint Committee finds that the county 

government is operating a financial management 

system that complies with legislation. 

(2) At the end of an intervention, the Joint Committee shall 

notify— 

(a) Parliament; 

(b) the relevant County Assembly; and (c) the 

Controller of Budget. 

(3) The Joint Committee shall publish and publicise the end 

of the intervention. 

PART IV—COUNTY GOVERNMENT 

RESPONSIBILITIES wiTH RESPECT TO 

MANAGEMENT AND CONTROL OF PUBLIC 

FINANCE 
County 

government 

responsibilities in 

public finance 

102. (l) Each county government shall ensure adherence 

(a) the principles of public finance set out in Chapter 

Twelve of the Constitution; 

(b) the fiscal responsibility principles provided in 

section 107 under this Act; 
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(c) national values set out in the Constitution; and 

(d) any other requirements of this Act. 

965 

(2) The County Executive C01nmittee shall observe principles of 

collective responsibility in exercising their functions under this Act. 

(3) In making decisions a county assembly shall take cognisance 

of Article 216 (2) of the Constitution. 

103. ( l ) There is established for each county governments Establishment of 

an entity to be known as County Treasury. 

(2) The County Treasury shall comprise — 

(a) the County Executive Committee member for finance; 

(b) the Chief Officer; and 

(c) the department or departments of the    

    
Treasury responsible for financial and fiscal 

matters. 

(3)The County Executive Committee member for finance shall 
be the head of the County Treasury. 

Responsibilities and Powers ofa County Treasury 

countv treasuries, 

104. (l) Subject to the Constitution, a County Treasury General 

shall monitor, evaluate and oversee the management of responsibilities or a 

public finances and economic affairs of the countv government 

including  

County Tieasury. 

(a) developing and implementing financial and 

economic policies in the county, 
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(b) preparing the annual budget fòr the county and 

coordinating [he preparation of estimates of revenue 

and expenditure of the county government; 

(c) co-ordinating the implementation of the budget of 

the county government; 

(d) mobilising resources for funding the budgetary 

requirements of the county government and putting 

in place mechanisms to raise revenue and resources; 

(e) managing the county government's public debt and 
other obligations and developing a framework of 
debt control for the county; 

(f) consolidating the annual appropriation accounts and 
other financial statements of the county government 
in a format determined by' the Accounting Standards 
Board: 

(g) acting as custodian of the inventory of the county 

government's assets except where provided 

otherwise by other legislation or the Constitution; 

(h) ensuring compliance with accounting standards 
prescribed and published by the Accounting 
Standards Board from time to time, 

(i) ensuring proper management and control of, and 

accounting for the finances of the countv 

government and its entities in order to promote 

efficient and effective use of the county's budgetary 

resources; 

(j) maintaining proper accounts and other records in 
respect of the County Revenue Fund, the County 
En,lergencies Fund and other public funds 
administered bv the county government; 

(k) monitoring the county government's entities to 

ensure compliance with this Act and effective 

management of their funds, efficiency and 

transparency and, in particular, proper 

accountability for the expenditure of those funds; 

(l) assisting county government entities in developing 

their capacity for efficient, effective and transparent 

financial management, upon request; 
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(m) providing the National Treasury with information 
which it may require to carry out its responsibilities 
under the Constilution and .this Act; 

(n) issuing circulars with respect to financial matters 

relating to county government entities; 

(o) advising the county government entities, the County 

Executive Committee and the county assembly on 

financial matters; 

(q) strengthening financial and fiscal relations between the national 
government and county governments in performing their functions; 
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(r) reporting regularly to the county assembly on the 

implementation of the annual county budget; and 

(s) taking any other action to further the 

implementation of this Act in relation to the county. 
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105. ( l ) A County Treasury has such powers as are necessary 

to enable it to carry out its functions and responsibitities 

under this Act including- 

(a) with prior notice, access any system of public financial 

management used by any of the county government entities and 

the internal controls used to monitor the system; 
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(b) taking appropriate measures, including the stoppage of 

funds, to deal with any failure of a county government entity to 

comply with this Act; 

(c) with prior notice, accessing the premises of a county 

government entity and inspecting all records and other 

documents relating to the financial affairs of that county 

government entity, kept by that entity; 
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(d) requiring county government entities to comply with atl 

applicable norms or standards regarding accounting practices, 

budget classification systems and other public financial 

management systems as prescribed by the Accounting Standards 

Board; 

(e) requiring any public officer employed by a county 

government or county government entity to provide 
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explanations, information and assistance in respect to matters 

relating to the county government's public finances: 

Provided that a person providing the information shall 

not be liable if at the time of providing the information, that 

person, in writing, objected to providing such information on 

grounds that the information may incriminate him or her; 

(t) issuing guidelines to accounting officers for the county 

government entities, or public officers employed by those 
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entities, with respect to the financial affairs of that Government 

or those entities, and monitoring compliance with those 

guidelines; and 

Powers of a 
County Treasury. 
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(g) ensuring that county government entities operate a financial 
management system that complies with national standards as 
prescribed by the Accounting Standards Board. 

(2) A County -l reasury may, in writing, authorise any 

of its officers to carry out a specified responsibility, or exercise 

a specified power, on its behalf. 

(3) When carrying out a responsibility, or exercising 
a power, on behalf of a County Treasury, an authorised officer 
shall, i f requested to do so by the person in relation to whom 
the responsibility or power is being carried out or exercised, 
produce the officer's authorisation for inspection and failure to 
comply with such a request invalidates any subsequent action 
purporting to be taken under the authority of the authorisation. 

(4) An authorisation given under subsection (3) 
remains in force tor such period as is specified in it or, if no 
such period is specified, until it is revoked by the County 
Treasury concerned. 

(5) A County Treasury may, in writing, revoke or 

vary an authorisation given under subsection (3). 

106. ( l ) A County Treasury may, upon the request of the 
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the limits stated in the regulations. 

(2) In managing the county government's public finances, the 

County Treasury shall enforce the following fiscal 

responsibility principles- 

(a) the county government's recurrent expenditure 

shall not exceed the county government's total revenue; 

(b) over the medium term a minimum of thirty percent 

of the county government's budget shall be allocated 

to the development expenditure; 

(c) the county government's expenditure on wages and 

benefits for its public officers shall not exceed a 

percentage of the county government's total revenue 

as prescribed by the County Executive member for 

finance in regulations and approved by the County 

Assembly; 

(d)over the medium term, the government's borrowings shall 

be used only for the purpose of financing development 

expenditure and not for recurrent expenditure; 

(e) the county debt shall be maintained at a sustainable level as 

approved by county assembly; 

Secondment of public 

officers bv a 
National Treasury, second to the National Treasury 

Countv Treasury to the 

National 
such number of officers as may be necessary for the 

Treasury National Treasury to better carry out its responsibilities 
under this Act. 

(2) A public officer seconded to the Nationai Treasury under 

subsection ( l ), shall be deemed to be an officer of the National 

Treasury and shall be subject only to the direction and control 

of the National Treasury. 

County Treasurv to 107. ( l ) A County Treasury shall manage its public 
enforce fiscal finances in accordance with the principles of fiscal 
responsibility responsibility set out in subsection (2), and shall not 

princ      exceed  
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(f)the fiscal risks shall be managed prudently; and 

(g) a reasonable degree of predictability with respect to 

the level of tax rates and tax bases shall be 

maintained, taking into account any tax reforms that 

may be made in the future. 

(3) For the purposes of subsection (2) (d), short term 

borrowing shall be restricted to management of cash flows and 

shall not exceed five percent of the most recent audited county 

government revenue. 

(4) Every county government shall ensure that its level of 

debt at any particular time does not exceed a percentage of its 

annual revenue specified in respect of each financial year by a 

resolution of the county assembly. 

(5) The regulations may add to the list of fiscal 

responsibility principles set out in subsection (2)  

 108. ( l) A county government may, with the approval of County government 

deviation financju! 

ohlec  

Establishment of a 
County Revenue Fund for each count v 

 
oovernmenl 

its county assembly, deviate from the financial objectives 
in the relevant County Fiscal Strategy Paper but only on a 
temporary basis and only i f the deviation is required 
because of a major natural disaster or some other 
significant unforeseen event. 

(2) If there is a change of county government, the new 

countv government may deviate from the financial objectives in 

a County Fiscal Strategy Paper, but may not deviate from the 

fiscal responsibility objectives. 
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(3) The 
County 
Treasurv shall 
also provide a 
report to the 
COLIntv 
assembly 
regarding the 
deviation and 
its implication 
and shall 
include in the 
report  

(a) information 

on the 

reasons and 

implication 

for the 

deviation; 

(b) proposals to address the deviation, 

(c) the time the deviation is estimated to last; and 

(d) the status of development projects initiated by the county 

government and if any projects have been stopped, the 

reasons fòr doing so. 

(4) The County Treasury shall publish and publicise the 

report not later than fifteen davs after it has been submitted to 

the county assembly. 

Responsibilities of a county treasury Wilh respect 10 count) 

public funds 

109. ( l ) There is established, for each county a County 

Revenue Fund in accordance with Article 207 of the 

Constitution. 

 (2)  The County Treasury for each county 

government shall ensure that all money raised or received by or 

on behe'f of the county government is paid into the County enuc 

Fund, except money that— 

(a) is excluded Iron nayment into that Fund because of 

a provision of this Act or another Act of Parliament, 

and is payable into another county public fund 

established for a specific purpose; 

(b) may, in accordance with other legislation, this Act or County 

legislation, be retained by the county government entity which 

received it for the purposes of defraving its expenses; or 

(c) is reasonably excluded by an Act of Parliament as provided in 

Article 207 of the Constitution. 
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(3) The County Treasury shall administer the County Revenue Fund 

and ensure that the county government complies with the provisions of 

Article 207 of the Constitution. 

(4) The County Treasury shall— 

(a) arrange for the County Revenue Fund to be kçpt in the 

Central Bank of Kenya or a bank approved by the County 

Executive Committee member responsible for finance and shall 

be kept in an account to be known as the "County Exchequer 

Account; and 

(b) ensure that all money authorised to be paid by the county 

government or any of its entities for a public purpose is paid from 

that account without undue delay. 

(5) The County Treasury shall ensure that at no time is the 

County Exchequer Account overdrawn. 

(6) The County Treasury shall obtain the written approval of 

the Controller of Budget before withdrawing money from the 

County Revenue Fund under the authority 

(a) an Act of the county assembly that appropriates money for a 

public purpose; 

(b) an Act of Parliament or county legislation that imposes a 

charge on that Fund; or 

(c) this Act in accordance with sections 134 and 135. 

(7) The approval of the Controller of Budget to 
withdraw money from the County Revenue Fund, together 
with written instructions from the County Treasury 
requesting for the withdrawal, is sufficient authority for the 
approved bank where the County Exchequer Account is 
held to pay amounts from this account in accordance with 
the approval and the instructions. 
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(8) Any unutilised balances in the County 
Revenue Fund shall not [apse at the end of the financial year 
but shall be retained ror the purposes for which it was 
established. 

(9) Financial reports shall be submitted to the 

Commission on Revenue Allocation with a copy to the 

Controller of Budget. 

County Govern ment 

Executive 
 110. ( I )  A County Executive Committee may, with the 

Committee ma v approval of the county assembly. establish an 
establish count v eme rgency fund for the county government under the 
government  name ......County Emergency Fund" and the 

Emergency Fund fund shall consist of money from time to time 
appropriated by the county assembly to the Fund by an 
appropriation law. 

(2) The purpose of an Emergency Fund is to enable payments 

to be made in respect of a county when an urgent and 

unforeseen need for expenditure for which there is no specific 

legislative authority arises. 
County Executive 

Committee  

  

  

1 1 1. ( l ) 'The County Executive Committee member for 

for finance to finance shall administer the county government 
administer the Emergency Fund for the county government in 
Emergency Fund. accordance with a framework and criteria approved by the 

county assembly  

(2) "l he County Executive Committee member for 

finance shall establish and maintain a separate account into 

which all money appropriated to the Emergency Fund shall be 

paid 

Power of County 

[Executive 1 12. ( l ) Subject to section 1 13, the County Executive 
Committee member Committee member for finance may make payments 
to make pavments from the county government's Emergency Fund only if 
from Emergency he or she is satisfied that there is an urgent and 
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Fund unforeseen need for expenditure for which there is no 

legislative authority and shall be in accordance with 

operational guidelines made under regulations 
approved by Parliament and the law relating to 
disaster management. 

(2) For the purposes of subsection (l), there is an urgent and 

unforeseen event for expenditure if the County 

Executive Committee member for finance, guided by 

regulations and relevant laws, establishes that — 

(a) payment not budgeted for cannot be delayed until a 

later financial year without harming the general public 

interest; 

(b) payment is meant to alleviate the damage, loss, 

hardship or suffering which may be caused directly by 

the event; and 

(c) the damage caused by the event is on a small scale and 

limited to the county. 

(3) For the purposes of subsection(l), the unforeseen event 

is one which — 

(a) threatens damage to human life or welfare; or 

(b) threatens damage to the environment. 

113. The County Executive Committee member for finance 

may not, during a financial year, make a payment from the 

Emergency Fund under section 1 12 exceeding two per 

cent of the total county government revenue as shown in 

that county government's audited financial statements for 

the previous financial year, except for the first year, 

114. (l) The County Executive Committee member for 

finance shall seek approval of the county assembly within 

two months after payment is made from the Emergency 

Fund. 

(2) If 

the county 

assembly is 

not sitting 

during the 

period 

refèrred to in 

subsection 

(l), or soon 

thereafter, 

the County 

Executive 

Committee 

member for 

finance shall 

seek the 

approval for 

the payment 

within 

fourteen 

days after 

the County 

Assembly 

next sits. 

(3) As 

soon as 

practicable 

after the 

county 

assembly 

has 

approved 

the 

payment, 

the County 
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Executive Committee member for finance shall cause a draft of 

the appropriation BilJ to be introduced in the county assembly 

for the appropriation of the money paid and for the 

replenishment of the county government's Emergency Fund to 

the extent of the 

Limitation on powe of County Executiv• Committee member for finance to make 

payments from Emergency Fund 

County Executive Committee member for finance to seek approval for payments from 
Emergency Fund. 
County Treasury to submit a report to Auditor-General In 
respect to Emergency Fund 

Power to establish other county public finds. 

amount of 
the payment. 

115. ( l ) 

Where 

an 

Emerg

ency 

Fund 

has 

been 

establi

shed 

for a 

county 

govern

ment 

in 

accord

ance 

with 

section 

1 10, 

the 

Count

y 

Treasu

ry 

shall, 

not 

later 

than 

three 

month

s after 

the end 

of each 

financi

al year, 

prepar
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e and submit to the Auditor-General, financial statements 

in respect of the Emergency Fund for that year. 

(2) The County Treasury shall include in the financial 
statements made under subsection ( l) - 

(a) the date and amount of each payment made from that 
Fund; 

(b) the person to whom the payment was made; 

(c) the purpose for which the payment was made; 

(d) whether the person to whom the payment was made has 

spent the money for that purpose, and a statement made 

to that effect; 

(e) if the person to whom the payment has been made has 

not yet spent the money for that purpose, a statement 

specifying the reasons for not having done so; and 

(t) a statement indicating how the payment conforms to 

section 1 12 of this Act. 

1 16. ( l ) A County Executive Committee member for 

finance may establish other public funds with the 

approval of the County Executive Committee and the 

county assembly. 

(2) For every county public fund established, the County 

Executive Committee member for finance shall designate a 

person responsible for administering that fund. 

(3) The 

administrato

r of a county 

public fund 

shall ensure 

that the 

earnings of, 

or accruals 

to a county 

public fund 

are retained 

in the fund, 

unless the 

County 

Executive 

Committee 

member for finance directs otherwise. 
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(4) The administrator of a county public fund shall ensure that money held 
in the fund, including any earnings or accruals referred to in subsection (3) is 
spent only for the purposes for which the fund is established. 

(5) The County Executive Committee member for finance may wind up a 

county public fund with the approval of the county assembly. 

(6) On the winding up of a county public fund— 

(a) the administrator of the fund shall pay any amount remaining 
in the fund into the County Exchequer Account; and 

(b) the County Executive Committee member for finance shall, 

with the approval of the county assembly, pay any deficit in 

the fund from the County Exchequer Account. 

(7) The administrator of a county public fund shall— 

(a) prepare accounts for the fund for each financial year; 

(b) not later than three months after the end of each financial 

year, submit financial statements relating to those accounts to 

the Auditor-General; and 

(c) present the financial statements to the county assembly. 

(8) The administrator of a county public fund shall ensure that the accounts 

for the fund and the annual financial statements relating to those accounts comply 

with the accounting standards prescribed and published by the Accounting 

Standards Board from time to time. 

(9) Regulations may provide for the establishment, management, operation 
or winding-up of countv public funds under this section. 



1023 

2012 Public Finance Management No. 18 

 

(10) This section does not apply to the County Revenue Fund established 

under section 109 of this Act. 

( l l ) The funds and usage of money through the funds shall 
be published and publicised. 

(12) In this section— 

"administrator", in relation to a county public fund, 
means a person designated by the County Executive 
Committee member for finance under subsection (2) 
to administer the fund, 

"County public fund" means a public fund established under 
subsection ( l ). 

Responsibilities of county government with respect to the 

County Budget Process 117.  

county assembly, by the 28th February of each year. 

(2) The County Treasury shall align its County Fiscal Strategy 

Paper with the national objectives in the Budget Policy Statement. 

(3) In preparing the County Fiscal Strategy Paper, the County 

Treasury shall specify the broad strategic priorities and policy 

goals that will guide the county government in preparing its budget 

for the coming financial year and over the medium term. 

County Treasury to 

prepare County 

Fiscal Strategy 

Paper 

( l ) The County Treasury shall prepare and submit to the 

County Executive Committee the County Fiscal Strategy 

Paper for approval and the County Treasury shall submit 

the approved Fiscal Strategy Paper to the 
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IVIanagement 

(4) The County Treasury shall include in its County Fiscal 

Strategy Paper the financial outlook with respect to county 

government revenues, expenditures and borrowing for the coming 

financial year and over the medium term. 

(5) In preparing the County Fiscal St?ategy Paper, the County 

Treasury shall seek and take into account the views 

(a) the Commission on Revenue Allocation, 

(b) the public; 

(c) any interested persons or groups; and 

(d) any other forum that is established by legislation 

(6) Not later than fourteen days after submitting the County 

Fiscal Strategy Paper to the county assembly, the county 

assembly shall consider and may adopt it with or without 

amendments. 

(7) • The County Treasury shall consider any 

recommendations made by the county assembly when finalising 

the budget proposal for the financial year concerned. 

(8) The County Treasury shall publish and publicise the 

County Fiscal Strategy Paper within seven days after it has been 

submitted to the county assembly. 

118. ( l ) A County Treasury shall — County Treasury 

to prepare a 

County Budget 

Review and 

(a) prepare •a County Budget Review and Outlook Paper in respect 

of the county for each financial year; and 

Outlook Paper. 

(b) submit the paper to the County Executive Committee by the 

30th September of that year, 
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(2) In preparing its county Budget Review and Outlook Paper, the 

County Treasury shall specify— 

(a) the details of the actual fiscal performance in the 

previous year compared to the budget appropriation 

for that year; 

(b) the updated economic and financial forecasts with 
sufficient information to show changes from the 
forecasts in the most recent County Fiscal Strategy 
Paper; 

(c) information on  

(i) any changes in the forecasts compared with the 
County Fiscal Strategy Paper; or 

(ii) how actual financial performance for 

the previous financial year may have affected 

compliance with the fiscal responsibilitv 

principles, or the financial objectives in the 

County Fiscal Strategy Paper for that 

financial year; and 

(d) reasons for any deviation from the financial 
objectives in the County Fiscal Strategv Paper 
together with proposals to address the deviation and 
the time estimated for doing so. 

(3) The County Executive Committee shall consider the County 

Budget Review and Outlook Paper with a view to approving it, with or 

without amendments, within fourteen days after its submission. 

(4) Not later than seven days after the County Budget 

Review and Outlook Paper is approved by the County Executive 
Committee, the County Treasury shall— 

(a) arrange for the Paper to be laid before the 
County Assembly; and 

(b) as soon as practicable after having done so, 
publish and publicise the Paper. 

Other responsibilities of County Treasury 
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119. ( l ) The County Treasury is responsible for 
Banking arrangements 

for 
authorising the opening, operating and closing of bank 

county governnnent and 

Its entitles 
accounts for the county government and its entities, 

except as otherwise provided by other legislation and in 

accordance with regulations made under this Act. 

(2) As soon as practicable, each County Treasury shall 
establish a Treasury Single Account at the Central Bank ot 
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 

(3) The Treasury Single Account shall not be operated in a 

manner that prejudices any entity to which funds have been 

disbursed. 

(4) An accounting officer for a counW government entity 

shall not cause a bank account of the entity to be overdrawn 

beyond the limit authorised by the County Treasury or a Board 

of a county government entity, if any. 

(5) A County Treasury shall keep complete and current 
records of all bank accounts for which it is responsible under the 
Constitution, this Act or any other legislation. 

(6) Subject to subsection (3), an accounting officer who 

authorises the bank account of a county government entity to be 

overdrawn is liable for the full cost of the overdrawn amount, in 

addition to any other disciplinary measures that - 

(a) the County Executive Committee member for finance may 

impose under section 156; or 

(b) any other relevant authority may impose under the provisions 

of any other legislation. 

120. ( l ) A County Treasury shall manage its cash within a 

framework established by the county assembly and by 

Management of cash 

at the county 

government level 
regulations. 

(2) Every county government entity shall submit an annual cash 

flow plan and forecasts to the County Treasury in a form and manner 

directed by County Treasury, and shall send a copy to the Controller 

of Budget. 
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(3) The County Treasury may invest subject to any regulations 

that may be prescribed, any money kept in a bank account of the 

county government. 

(4) Except as otherwise provided by other legislation, the 

following are payable into the County Exchequer Account— 

(a) all interest received from investments made under 

subsection (3); 

(b) all money received from the redemption or maturity of the 

investments, and from the sale or conversion of securities 

relating to the investments. 

(5) The County Treasury may incur costs, charges and expenses 

in connection with negotiating, placing, managing, servicing, or 

converting any investment entered into under subsection (3). 

(6)Any costs, charges or expenses incurred under subsection 

(5) are payable from the County Exchequer 

Account. 

Procure'.nent 'Or 121. For the purposes of this Act, all procurement of 

countv           

     

goods and services and disposal of assets, required for 

entities. the purposes of the county government or a county 

government entity are to be carried out in accordance with 

Article 227 of the Constitution and the Public 

cap.     
Procurement and Disposal Act. 

County Treasury to 

122. ( l ) The County Treasury shall maintain a record 

of 
maintai records of all loans made to the county government and make the 
countv government record available to the county assembly within seven 
loans. days of request. 

(2) The County Treasury shall include in the record under 
subsection ( l ), the following information- 

(a) the principal of the loan and the terms and conditions 

of the loan, including interest and other charges 

payable and the terms of repayment; 

(b) the amount of the loan advanced at any particular 
time; 
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(c) the principal amount. interest and other charges paid 

at any particular time; and 

(d) the balance of principal, interest and other charges 

outstanding at any particular time. 

(4) The county treasury shall maintain the following 

additional information with respect to every such Ioan- 

(a) the names of the parties to the loan; 

(b) the amount of the loan and the currency in which it is 

expressed and in which it is repayable; 

(c) the terms and conditions of the Joan, including interest and 
other charges payable and the terms of repayment; 

(d) the amount of the loan advanced at the time the 
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report under subsection (3) is submitted• 

(e) the purpose for which the loan was 

used and the perceived benefits of the 

loan; and 

(f) any other information that the county 

assembly requc:;ts. 

(5) The County reasury shall submit both quarterly and 

annual reports of all loans made to the county government to 

the county assembly. 

123. (l ) On or before the 28 th February in each year, the County Treasury to 

County Treasury shall submit to the county assembly a submit county 

statement setting out the debt management strategy of government debt 

the county government over the medium term with management strategv 
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regard to its actual liability and potential liability in 
respect of loans and its plans for dealing with those 
liabilities. 

(2) The Countv Treasury shall include the following information in 
the statement - 

(a) the total stock of debt as at the date of the statement, 

(b) the sources of loans made to the countv government; 

(c) the principal risks associated with those loans; 

(d) the assumptions underlying the debt management 

strategy; and 

(e) an analysis of the sustainability of the amount of debt, 

both actual and potential. 

(3) As soon as practicable after the statement has been submitted to 

the county assembly under this section, the County Executive 

Committee member for finance shall publish and publicise the 

statement and submit a copy to the Commission on Revenue 

 Allocation and the Intergovernmental Budget and 

Economic Council. 

to county assembly. 

124. On being requested to do so by the county assembly, County Treasury to 
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the County Treasury shall prepare and submit to the county 

assembly a report on any matter relating to its responsibilities 

within fourteen days of the request 

  County government budget process 

Stages I n 

   

125.(1 )The budget process for county governments in any 

 
 

bud gel 
financial year shall consist of the following stages— 

process  

(a) integrated development planning process which shall 
include both long term and medium term planninu• 

(b) planning and establishing financial and economic 

priorities for the county over the medium term; 

(c) makino an overall estimation of the county 
government's revenues and expenditures; 

(d) adoption of County Fiscal Strategv Paper; 

(e) preparing budget estimates for the county 

government and submitting estimates 1.0 the count) 

assembly; 

(f) approving of the estimates bv the county assembly; 

(g) enactin2 an appropriation law and any other laws 
required to implement the county government's 
budget; 

(h) implementing the county government's budget; and 

(i) accounting for, and evaluating, the counts 
government's budgeted revenues and expenditures: 

(2) The County Executive Committee member fur finance 

shalt ensure that there is public participation in the budget 

process. 

Count' government 126. ( l ) Everv county government shall prepare a 

  prepare development plan in accordance with Article 220(2) of the 
development plan Constitution, that includes  

(a) strategic priorities for the medium term that reflect the 

county government's priorities and plans: 

reports 
hen  required. 
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(b) a description of how the county government is 

responding to changes in the financial and economic 

environment; 

(c) programmes to be delivered with details for each 
programme of— 

the strategic priorities to which the programme will 

contribute; 

(ii) the services or goods to be provided; 

(iii) measurable indicators of performance where feasible; and 

(iv) the budget allocated to the programme; 

(d) payments to be made on behalf of the county government, 

including details of any grants, benefits and subsidies that are to 

be paid; 

(e) a description of significant capital developments; 

(f) a detailed description of proposals with respect to the 

deve10Dment of physical, intellectual, hurnan and other 

resources of the county, including measurable indicators where 

those are feasible; 

(g) a summary budget in the format required by regulations; and 

(h) such other matters as may be required by the Constitution or this 
Act. 

(2) The County Executive Committee member 

responsible for planning shall prepare the development plan in 

accordance with the format prescribed by regulations. 

(3) The County Executive Committee member 

responsible for planning shall, not later than the I st September 

in each year, submit the development plan to the county 

assembly for its approval, and send a copy to the Commission 

on Revenue Allocation and the National Treasury. 
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(4) The County Executive Committee member 

responsible for planning shall publish and publicise the annual 

development plan within seven days after its submission to the 

county assembly. 

127. (l) Not later than the 1 5 tn June of each financial year, every county 

government shall prepare an annual cash 

County 

government to 

prepare cash flow 
projections. 

flow projection for the county for the next financial year, 

and submit the cash flow projection to the Controller of 

Budget with copies to the Intergovernmental Budget and 

Economic Council and the National Treasury. 

(2) Regulations shall prescribe the format and content of the 

annual cash flow projections. 

128. ( l ) The County Executive Committee member for 

Exccutive Committee member for finance shall issue a circular 

setting out guidelines to be followed by all of the county 

government's entities in the budget process. 

(3) The County Executive Committee member for 
finance shall include in the circular  

(a) a schedule for preparation of the budget, specifying the 

key dates by which the various processes are to be 

completed; 

County Executive 

Committee member 

for finance 10 

manage budget 

process at county 

finance shall manage the budget process for the county. 

government level (2) Not later than the 30 th August in each year, the County 
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(b) the methodology for the review and projection of 

revenues and expenditures; 

(c) key policy areas and issues to be taken into 

consideration when preparing the budget; 

(d) the procedures to be followed by members of the public 
who wish to participate in the budget process; 

(e) the format in which information and documents 
relating to the bud o et are to be submitted' 

(f) the information to be in conformity with standard 

budget classification systems as prescribed by 

regulations; and 

(g) any other information relevant to the budget process. 

(4) A county government entity shall comply with the 

guidelines and, in particular, shall adhere to the key dates 

specified in the schedule referred to in subsection (3)(a). 

129. (l)  A County Executive Committee member for County Executive 

finance shall submit to the County Executive Committee member 

to submit budget 
Committee for its approval— estimates and Other 

documents to 

County lixecutlve 
Committee tor 

(a) the budget estimates and other documents supporting 

the budget of the county government, excluding the 

county assembly; and 

approval 

(b) the draft Bills at county level required to implement 

the county government budget, in sufficient time to 

meet the deadlines prescribed by this section. 

(2) Following approval by the County Executive Committee, 

the County Executive Committee member for finance 

shall— 

(a) submit to the county assembly the budget estimates, 

supporting documents, and any other Bills required to 
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implement the budget, except the Finance Bill, by the 30th 

April in that year; and 

(b) ensure that the estimates submitted in subsection (a) 

are in accordance with the resolutions adopted by county 

assembly on the County Fiscal Strategy Paper. 

(3) Each county assembly clerk shall prepare and submit 

to the county assembly the budget estimates for the county 

assembly and a copy shall be submitted to the Countý 

Executive Committee member for finance. 

(4) The County Executive Committee member for finance 

shall prepare and present his or her comments on the budget 

estimates presented by the county assembly clerk. 

(5) The County Executive Committee member for finance 

shall ensure that the budget process is conducted in a manner 

and within a timeframe sufficient to permit the participants in 

the process to meet the requirements of the Constitution and 

this Act. 

(6) As soon as is practicable after the budget estimates and 

other documents have been submitted to the County Assembly 

under this section, the County Executive Committee member 

for finance shall publish and publicise the documents. 

(7) Upon approval of the budget estimates by the county 

assetYlbly, the County Executive Committee member for 

finance shall prepare and submit a County Appropriation Bil l 

to the county assembly of the approved estimates. 

130. ( l ) The County Executive Committee member for 

COunty   

     
Commjltee member finance shall submit to the county assembly the 
for finance suhr,llt following documents in respect of the budget for every 
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          10 

coumv assemhlv 
financial year  

(a) a budget summary that includes— 

(i) a summary of budget policies including 

revenue, expenditure, debt and deficit 

financing; and 

(ii)an explanation of how the budget relates to 

the fiscal responsibility principles and the 

financial objectives; 

,(iii) a memorandum by the County Executive 

Committee member for finance explaining 

how the resolutions adopted by the county 

assembly on the budget estimates have been 

taken into account; 

(b) budget estimates that include— 

(i) a list of all county government entities that 

are to receive funds appropriated from the 

budget of the countv government; 

(ii) estimates of revenue projected from the 

Equalisation Fund over the medium term, 

(iii)all revenue allocations from the national 

government over the medium term, 

including conditional and unconditional 

grants; 

(iv) all other estimated revenue by broad 

economic classification; 

(v) all estimated expenditure, by Vote, and by 
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prograrnme, clearly identiÍÿing both recurrent and 

developmcnt expenditures; 

(vi) information regarding loans made to the 

county government, including an estimate of 

principal, interest and other charges to be paid 

by that county government in the financial 

year in respect of those loans; 

(c) information relating to any payments and liabilities to 

be made or incurred by the county government for 

which an appropriation is not included in an 

Appropriation Act, together with the constitutional or 

national legislative authority for any such payments or 

liabilities; and 

(d) a statement bv the County Executive Committee 

member for finance specifiying the measures taken by 

the county government 10 implement any 

recommendations made by the county assembly with 

respect to the budget for the previous financial year. 

(2) In preparing the annual Appropriation Bill to put before the 

County Assembly, the County Executive Committee member for 

finance shall ensure that the expenditure appropriations in the 

Bill are in a form that— 

(a) is accurate, precise, informative and pertinent to budget issues; 

and 

(b) clearly identifies the appropriations by Vote and prograrnrne. 

131. ( l) The county assembly shall consider the county County Assembly to 

government budget estimates with a view to approving consider budget 

them, with or without amenornents, in time for the relevant 

appropriation law and any other laws re quired to 

implement the budget to be passed by the 30th June in each 

year. 

estimates. 

(2) Before the county assembly considers the estimates of 

revenue and expenditure, the relevant committee of the county 

assembly shall discuss and review the estimates and make 

recommendations to the county assembly, and in ftnalising the 

recommendations to county assembly, the con-llÏY1ttee shall take 
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into account the views of the County Executive Committee 

member for finance and the public on the proposed 

recommendations. 

(3) An amendment to the budget estlrnates may be made 

by the county assembly only if it is in accordance with the 

resolutions adopted regarding the County Fiscal Strategy' Paper 

and if— 

(a) any increase in expenditure •in a proposed appropriation, 
IS balanced by a reduction in' expenditure in another 
proposed appropriation; and 

(b) any proposed reduction in expenditure is used to reduce 
the deficit. 

(4) Where a Bill originating from a member of a county 

assembly proposes amendments after the passing of budget 

estimates and the Appropriations Bill by the county assembly, the 

county assembly may proceed in accordance with the resolutions 

adopted regarding the County Fiscal Strategy Paper and ensure— 

(a) an increase in expenditure in a proposed appropriation is 
balanced by a reduction in expenditure in another 
proposed appropriation; or 

(b) a proposed reduction in expenditure is used to reduce the 
deficit. 

(5) Not later than twenty-one days after the county assembly 

has approved the budget estimates, the County Treasury shall 

consolidate the estimates and publish and publicise them. 

(6) The County Executive Committee member for finance shall 

take all reasonably practicable steps to ensure that the approved 

budget estimates are prepared and published in a form that is clear 

and easily understood by, and readily accessible to, members of 

the public. 
Submission and 

consideration of the 
132. ( l) Each financial year, the County Executive member 

revenue raising for finance shall, with the approval of the County Executive 
measures In the Committee, make a pronouncement of the revenue raising 
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county assembly.  measures for the county government. 

(2) The County Executive Committee member 

for finance shall, on the same date that the 

revenue raising measures are pronounced, 

submit to the county assembly the County 

Finance Bill, setting out the revenue raising 

measures for the county government, 

together with a policy statement 

expounding on those meaŠures. 

(3) Anv recommendations made by the 

relevant committee or adopted by the 

county assembly on revenue matters shall 

— 

(a) ensure that the total amount of revenue raised is consistent 

with the approved fiscal framework and the County Allocation of 

Revenue Act; 

(b) take into account the principles of equity, certainty and ease 

of collection; 

(c) consider the impact of the proposed changes on the 

composition of tax revenue with reference to direct and indirect 

taxes; 

(d) consider domestic, regional and international tax trends; 

(e) consider the impact on development, investment, 

employment and economic growth; and 

(f) take into account the taxation and other tariff agreements and 

obligations that Kenya has ratified, including taxation and tariff 

agreements under the East African Community Treaty. 

(4) The recommendation of the County Executive Committee 

member for finance shall be included in a report and tabled in the 

county assembly. 

133. Not later than ninety days after passing the —Approval of the 

Appropriation Bill, the county assembly shall consider and 

approve the Finance Bill with or without amendments. 

134. (1) 

Subject to 

subsection 

(2), if the 
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County Appropriation Bill for a financial year has not been 

assented to, or is not likely to be assented to by the 

beginning of that financial year, a county assembly may 

authorise the withdrawal of money from the County 

Revenue Fund. 

(2) Money withdrawn under subsection  

(a) may be used only for the purpose of meeting 

expenditure necessary to carry on the services of the 

county government during the financial year concerned 

until such time as the relevant appropriation law is 

passed; and 

(b) may not exceed, in total, one-half of the amount 

included in the estimates of expenditure submitted to the 

county assembly for that year. 

(3) The Speaker of the county assembly shall, within seven 

inance Bill 

Action to be taken in case of delay in enacting County Appropriation Bill 

County governnncnt submit to coctnty tssembly supplementary huduet In certain 

circumstances  

Approprraaon 
money tor county 

government purpose 

10 lapse If unspcnt_ 
135. ( I ) A 

county 

governme

nt may 

spend 

tnoney 

that has 

not been 

appropriat

ed if the 

amount 

appropriat

ed for any 

purpose 

under the 

County 

Appropria

tion Act is 

insufficie

nt or a 

need has 

arisen for 

expenditu

re 'for a 

purpose 

for which 

no 

amount 

has been 

appropriat

ed by that 

Act, or 

days, communicate the authorisation in subsection ( l ) to the 

County Executive Committee member for finance. 

(4) The money withdrawn under subsection ( l) shall be 

included in the appropriation law, under separate i'0tes, for the 

services for which it is withdrawn. 
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money has been withdrawn from the county government 

Emergency Fund. 

(2) A county government shall submit a supplementary 

budget in support of the additional expenditure for authority for 

spending under subsection (l ). 

(3) In complying with subsection (2), a county government 

shall describe how the additional expenditure relates to the fiscal 

responsibility principles and financia;. objectives. 

(4) Except as provided by subsection (5), the approval or the 

county assembly for any spending under this section shall be 

sought within two months after the first withdrawal of the money. 

(5) If the county assembly is not sitting during the time 

contemplated in subsection (4), or is sitting but adjourns before 

approval has been sought, approval shall be sought within 

fourteen days after it next sits. 

(6) When the county assembly has approved spending under 

subsection (2), a supplementary Appropriation Bill shall be 

introduced for the appropriation of the monev spent. 

(7) In any financial year, the county government rnay not 

spend under this section more than ten percent ofthe amount 

appropriated by the county assembly for that year unless that 

county assembly has, in special circumstances, approved a higher 

percentage. 

136. ( l ) Subject to any other legislation, an appropriation 

that has not been spent at the end of the financial vear for 

which it was appropriated lapses immediately at the end 

of that financial year. 
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(2) If, at the end of a financial year, a county government 

entity is holding appropriated money that was withdrawn from 

the County Exchequer Account but has not been spent, it shall 

repay the unspent money to the County Exchequer Account and 

prepare a refund statement which shall be forwarded to the 

Controller of Budget. 

Establishment of Forum for consultation by county governments 

137. (l ) As soon as practicable aller the commencement of 

this Act, a county government shall establish a forum to 

be known as the (Name of the County) County Budget 

and Economic Forum. 

Establishment of 

county budget and 

economic forum   

countv budget 

consuitauon proces: 

(2) The County Budget and Economic Forum shall consist of— 

(a) the Governor of the county who shall be the chairperson; 

(b) other members of the county executive committee; 

(c) a number of representatives, not being county public 

officers, equal to the number of executive committee 

members appointed by the Governor from persons 

nominated by organisations representing professionals, 

business, labour issues, women, persons with disabilities, 

the elderly and faith based groups at the county level. 

(3) The purpose of the Forum is to provide a means for consultation 

by the county government on— 

(a) preparation of county plans, the County Fiscal Strategy 

Paper and the Budget Review and 

Outlook Paper for the county; and 

(b) matters relating to budgeting, the economy and 

financial management at the county level. 
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(4) In addition to the above, consultations shall be in accordance 
with the consultation process provided in the law relating to county 
governments. 

Responsibilities of County Executive Committee Member for 

finance andfunctions of the county government in respect to 

public finances 
Conditions for 138. ( l ) In this section and section 139  
receiving grants and 

donations by county 

government or Its 
(a) "donation" means a gift or a contribution; 

entities or third parties (b) "grant" means the provision of financial or other 

assistance by a development partner which is not repayable 

and — 

(i) where public money is paid to or used by a 
grant recipient; 

(ii) which is intended to finance the development 

of projects or delivery of services or otherwise 

assist the grant recipient to achieve goals that 

are consistent with the policy objectives of the 

county government; and 

(iii) where the grant recipient is required to act in 
accordance with any terms or conditions 
specified in a grant agreement. 

(c) "grant recipient" means the county government or a county 
government entity authorised to control or spend money 
under this Act or an incorporated or unincorporated body 
not otherwise authorised to control or spend money under 
this Act; 

(d) "intended beneficiaries" means the people of the county 
whom the projects or public services financed by a grant are 
intended to benefit; 

(e) "third party" means any other person other than a public 

officer. 
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(2) Subsections (3) to (9) apply to the county 

government and county government entities. 



1045 

2012 Public Finance Management No. 18 

 

(3) A county government or county 

government entity may receive a grant or donation 

from a development partner with the approval of 

the County Executive Committee member for 

finance and only as provided by this section.  

(4) As soon as practicable after receiving 

the grant or donation, the recipient shall notify the 

County Executive Committee member for finance 

and the Cabinet Secretary of the receipt. 

(5) Funds received in the form of grants or donations shall only 

be spent in accordance with Article 224 of the Constitution. 

(6) If a project that is being financed by a grant or donation from 

a development partner requires county government funding, the 

project may only be started when— 

(a) the required funding has been appropriated in 

accordance with this Act or is otherwise authorised 

by legislation; or 

(b) the County Executive Committee member for 

finance has given a written authorisation for the 

project to begin. 

(7) The County Executive Committee member for finance 

shall inform the county assembly of the authorisation given 
under subsection (6)(b). 

(8) The recipient of a grant or donation from a development 

partner shall record the amount or value of the grant or donation 

in its books of accounts. 

(9) Subject to audit in terms of Article 229(4) of the 

Constitution, the recipient of a gant or donation from a 

development partner shall administer and account for the grant 

or donation by using government — 

(a) financial and accounting practices laid down under an 

Act of Parliament, rules and regulations; and 

(b) administrative, accounting and auditing procedures, 

including financial accounting rules and procedures for 

accounting for the receipt or expenditure of money specified or 
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referred to, in any agreement between the recipient and the 

development partner. 

139. (l ) Regulations approved by the county assembly Regulations on grant 

shall provide for the administration, control and administration. management of 

grants, including— 

(a) procedures for the allocation and disbursement of 

grants, including requiring the publication of 

transparent criteria for the allocation of grants; 

(b) requirements for grant agreements binding on grant 

recipients that specify the terms and conditions to which 

the grant is subject; 

(c) procedures for the budgeting, financial management, 
accounting and reporting of grants by grants recipients; 

(d) procedures under which a third party may be authorised 

to receive, control or pay public money as a grant; and 

(e) measures to ensure that any third party that is authorised 

to receive, control or pay public money as a grant, or is 

responsible for any other aspect of administration of a 

grant, is subject to the same obligations as a public 

officer under this Act. 

(2) Regulations under subsection ( l ) shall 
include measures to ensure public disclosure, 
accountability and participation in relation to grants 
including— 

(a) timely public disclosure to intended beneficiaries of 
the allocation and disbursement of grants to grant 
recipients; 

(b) timely public disclosure by grant recipients to 

intended beneficiaries of expenditure and 

performance achieved in relation to the grant; 
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(c) measures that allow the intended beneficiaries to 

participate in the design and management of the 

projects or public services financed by the grant; 

(d) measures that allow the intended beneficiaries to 

report instances of non-compliance with the 

regulations or grant agreement; 

(e) sanctions that may be imposed on grant recipients in 
response to instances of non-comDiiance by one or 
more grant recipients; and 

(f) the obligations of any public officer or third oarty 

authorized to receive, control or pay public money as 

grants. 

(3) A third party shall not receive, have custody 

of, or pay public money otherwise than in accordance with 

an authorisation given in accordance with regulations made 

under subsection ( l ). 

(4) A third party who contravenes subsection 

(3) commits an offence and on conviction is liable to a term 

of imprisonment not exceeding two years or to a fine not 

exceeding one million shillings, or to both and shall make 

good any loss arising from the use of public funds contrary 

to the law. 
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140. ( t ) A County Executive Committee member for Authority IQ)r 

finance may, on behalf of the countv government. raise a borrowing by   
loan for that Government's purposes, only if the loan and the 
terms and conditions for the loan are set out in writing and are 
in accordance with— 

(a) Article 212 of the Constitution; 

(b) sections 58 and 142 of this Act; 

(c) the fiscal responsibility principles and the financial 

objectives of the county government set out in its most 

recent County Fiscal Strategy Paper; and 

d) the debt management strategy of the county government over 
the medium term. 

(2) A loan mav be raised either within Kenva or outside Kenya  

governments. 

141. ( l ) In borrowing money, a county government shall Obligations and 

ensure that its financing needs and payment obligations are restrictions with 

met at the lowest possible cost in the market that is respect 10 coontv 

consistent with a prudent degree of risk, while ensuring that government 

borrowing. 
 

    

the overall level or public debt is sustainable. 

(2) A county government may borrow money only in accordance with this Act 

or any other leg,slation and shall 
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not exceed the limit set by the county assembly. 

(3) A county government may borrow money In 
accordance with section 58, and only for purposes that are 
prescribed by regulations made under this subsection. 

(4) A public debt incurred by a county government is a 

charge on the County Revenue Fund, unless the County 

Executive Committee member for finance determines that all 

or part of the public debt that would otherwise be a charge on 

that Fund shall be a charge on another public fund established 

by that county government or any of its entities. 

(5) The County Executive Committee member for finance 
shall pay the proceeds of any loan raised under this Act into 
the County Revenue Fund or into any other public fund 
established by the county government or as the County 
Executive Committee member for finance may determine. 

(6) A County Executive Committee m em ber for finance 

may establish such sinking fund or funds for the redemption of 

loans raised under this Act for the purposes of the county 

government or any of its entities as the County Executive 

Committee member for finance considers necessary. 

(7) A County Executive Committee member for finance 

may in accordance with national legislation on public 

procurement and disposal of assets  

(a) appoint advisers, ågents and underwriters for the 
purposes of raising loans; and 
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(b) enter into agreements with those advisers, agents and 
underwriters as to the role to be undertaken by them 
and the remuneration to be paid to them. 

(8) Any expenses incurred in connection With borrowing 

by a county government shall be a charge 
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(a) on the County Revenue Fund; or 

(b) on such other county public fund established by 

the county government or any of its entities as 

the County Executive Committee member for 

finance may determine in accordance with 

regulations approved by the county assembly. 

(9) The costs, interests and principal payments made by the 

national government on behalf of the county concerning loans 

to the county government shall, together with the principal 

amount, be reimbursed to the national government by the 

county government. 

142. (l) The County Assembly may authorise short tem 

borrowing by county government entities for cash 

management purposes only. 

(2) Any borrowing under subsection (l) may not 

exceed five percent of the most recent audited revenues of 

the entity. 

(3) A county government entity that has any such 

borrowing shall ensure that the money borrowed is repaid 

within a year from the date on which it was borrowed. 

143. (l) The County Executive Committee member for 

finance or any person designated by the County Executive 

Committee member for finance in writing is authorised to 

execute loan documents for borrowing by the county 

government. 

(2) Despite the provisions of subsection (l), the following 

persons are authorised to execute loan documents for 

borrowing by a county government entity- 

(a) the accounting officer responsible for the entity; and 

(b) any 

other 

specifie

d office 

holder 

authoris

ed by 

legislati

on to 

execute 

such 

docume

nts on 

behalf 

of an 

entity. 

144. (l) The 

county 

governm

ent may 

issue 

securities

, whether 

for 

money 

that it has 

borrowed 

or for any 

other 

purpose, 

only in 

one or 

more 

series and 

only in 

Borrowing by county 
oovernment entities. 
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Persons who are authorised to execute loan documents at county government level  

County government may issue securities only if authorised by this Act 
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accordance with this Act and regulations. 

(2) The County Executive Committee member for finance 

may issue securities on behalf of the county government, for 

money borrowed by the county government in accordance with 

the criteria prescribed by regulations made for the purpose of 

this subsection. 

(3) Subject to the provisions of section 141 of this Act, the 

authority of the County Executive Committee member for 

finance to borrow money includes the authority to borrow 

money by issuing county government securities in accordance 

with the regulations. 

(4) Any county government securities issued by the County 

Executive Member for finance under this section shall be 

within the borrowing limits set out by the county assembly 

under subsection 1 4 1 (2) of this Act. 

(5) A county government securities  

(a) may be issued in one or more series; and 

(b)may be issued in accordance with loan agreements 

entered into in accordance with regulations 

developed by the County Executive Committee 

member for finance and approved by the County 

Assembly. 

(6) An agreement to obtain a loan by a county government 

entity made under subsection (5), may be amended from time 

to time and where the amendment results in further 

indebtedness or prejudice to the entity that borrowed, the 

amendment shall be approved by the county assembly. 

(7) The County Executive Committee member for finance 

shall ensure that every county government security issued 

under this section is given in the name of that County. 

(8) A county government security may be executed on 

behalf of the county government only by— 

(a) the County Executive Committee member for 

finance; 

(b) a delegate appointed by the County Executive 

Committee member for finance; or 
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(c) a borrowing agent appointed for that purpose under 

this Act. 

(9) For the purposes of subsection (8), it shall be sufficient 

if the signature of a person who is required to execute a county 

government security under this section is reproduced on the 

security. 

(10) At the request of the holder of a county government 

security, the County Executive Committee member for 

finance— 

(a) may authorise the principal, or any interest payable in 

respect of the principal, to be paid at a place in Kenya 

or elsewhere different from the place otherwise 

provided; and 

(b) may revoke such an authorisation and substitute 
thereof. 

A person to whom an authorisation is given under subsection (10) 
shall comply with the authorisation. 

(12) The County Executive Committee member for finance 

may authorise in writing the issue of a duplicate county 

government security to replace a county Government security 

that is lost, damaged, or destroyed, but only if the County 

Executive Committee member for finance is satisfied that loss, 

damage or destruction has occurred. 

(13) Subject to this Act or any other legislation, secondary 

trading of county government securities may be carried out 

only in such manner as may be prescribed by regulations made 

for the purposes of this subsection and in accordance with the 

provisions of this Act. 

(14) In this section, "secondary trading" means any activity 

leading to a change in the ownership of a county government 

security before its redemption date. 

(15) Nothing provided under this section shall prevent 

county government securities to be issued and exist in 

electronic form as a debt entry. 
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(16) If the proceeds of a county government security have 

not been collected by, or cannot be paid to, the holder of the 

security because the whereabouts of the holder or, if the holder 

has died, the whereabouts of the holder's personal 

representatives, are unknown, •the County Executive 

Committee member for finance shall arrange for the County 

Treasury to credit the amount of money due to the holder to an 

interest free account for the holder's benefit. 

(17) If, after six years from the redemption date of a county 

government security, the proceeds of the security have not 

been collected by, or paid to, the holder or the holder's personal 

representatives, the County Executive Committee member for 

finance shall return the uncollected amount to  the County 

Exchequer Account to form part of the County Revenue Fund 

in accordance with regulations. 

(18) The right of any person who has a legitimate claim to 

the proceeds of a security is not affected by the payment of the 

proceeds into the County Revenue Fund. 

(19) The County Executive Committee member for finance 

shall publish and publicise annually all payments made in 

terms of subsection (17). 

Cap d80 (20) Duty is not chargeable under the Stamp Duty Act for the issue of 

a county government security. 

County government 145. (l) A county government entity may lend money in 

authonsed to lend accordance with this Act or any county legislation. money. 

(2) The County Executive Committee member for finance 

may, in relation to any money lent by the county government 

under this section— 

(a) accept, in consultation with the Central Bank of 

Kenya, all money payable under the loan in any 

currency the County Executive Committee member 

for finance considers appropriate; and 

(b) agree at any time to the variation of anv security 

given in respect of the loan. 

(3) Money loaned under this section is payable only— 
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(a) from an appropriation for development expenditures; 

or 

(b) from some other authority approved by the county 

assembly for the purpose for which the loan is made. 

(4) The County Executive Committee member for finance 

shall ensure that a security given in respect of a loan under this 

section is given in the name of the county government. 

(5) The County Executive Committee member for finance 

may, on behalf of the county government, carry out any of the 

responsibilities, and exercise any of the powers, of the county 

government with respect to securing a loan granted by that 

county government. 

County government 146. (l) Regulations approved by Parliament shall joint 

infrastructure prescribe financial relations with respect to joint investment 

infrastructure investments undertaken by counties and 
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any joint infrastructure investments undertaken by 
counties shall be done in terms of those regulations. 

(2) The Intergovernmental Budget and Economic 

Council may agree on regulations with guidelines for 

county government joint infrastructure investments. 

Responsibilities of an accounting officer of a county 

assembly in management ofpublic finances 

147. (l) Subject to the Constitution, the accounting officer  

of a county assembly shall monitor, evaluate and of accounting 

oversee the management of their public finances, Role 

officers in 

including— management of 

(a) promoting and enforcing transparency, effective 

management and accountability with regard to the use of 

their finances; 

(b) ensuring that accoanting standards are applied, 

(c) implementing financial policies in relation to their 
finances; 

(d) ensuring proper management and control of, and 
accounting for, their finances in order to promote the 
efficient and effective use of budgetary resources; 

(e) preparing annual estimates of expenditures; 

(f) acting as custodian of the entity's assets except as may be 

provided by other legislation or the Constitution; 

(g) monitoring the management of their finances and their 

financial performance; 

(h) reporting regularly to the county assembly on the 
implementation of their budget; and 

(i) take such other action, not inconsistent with the 
Constitution, as will further the implementation of this 
Act. 

Responsibilities of accounting officers of county governments and 

county government entities 

public finances. 
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148. (l) A County Executive Committee member for Designation of 

finance shall, except as otherwise provided by law, in accounting officers 

writing designate accounting officers to be responsible for county 

for managing the finances of the county government government entities 

entities as is specified in the designation. by the County 
Executive 

Committee 

(2) Except as otherwise stated in other legislation, the person 

responsible for the administration of a county 

government entity, shall be the accounting officer 

responsible for managing the finances of that entity. 

Member for finance. 

(3) A County Executive Committee member for 

finance 
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shall ensure that each county government entity has an 
accounting officer in accordance with Article 226 of the 
Constitution. 

(4) The Clerk to the county assembly shall be the accounting officer 

of the county assembly. 

(5) A county government may, in order to promote efficient use of 

the county resources, adopt, subject to approval by the county 

assembly, a centralised county financial management service. 

Responsibilities of 

accounting officers 

designated for county 

government entitles. 

149. ( l ) An accounting officer is accountable to the county 

assembly for ensuring that the resources of the entity for 

which the officer is designated are used in a way that is— 

(a) lawful and authorised; and 

(b)effective, efficient, economical and transparent. 

(2) In carrying out a responsibility imposed by subsection ( l 

), an accounting officer shall, in respect of the entity 

concerned— 

(a) ensure that all expenditure made by the entity 
complies with subsection ( l ); 

(b) ensure that the entity keeps financial and accounting 
records that comply with this Act; 

(c) ensure that all financial and accounting records that 
the entity keeps in any form including in electronic 
form are adequately protected and backed up; 

(d)ensure that all contracts entered into by the entity are 
lawful and are complied with; 

(e) ensure that all applicable accounting procedures are 
followed when acquiring or disposing of goods and 
services and that, in the case of goods, adequate 
arrangements are made for their custody, safe 
guarding and maintenance; 

(f) bring a matter to the attention of the County 

Executive Committee member responsible for the 

entity if, in the accounting officer's opinion a decision 

or policy or proposed decision or policy of the entity 

may result in resources being used in a way that is 

contrary to subsection ( l ); 



1060 

No. 18 Public Finance Management 2012 

 

(g) prepare a strategic plan for the entity in conformity 
with the medium term fiscal framework and financial 
objectives of the county government; 

(h) prepare estimates of expenditure of the entity in 

conformity with the strategic plan referred to in 

paragraph (g); 

(i) submit the estimates of an entity, which is not a 

county corporation, to the County Executive 

Committee member for finance; 

G) submit the estimates of an entity, which is a county 

corporation, to the executive committee member 

responsible for the entity who, after approving it, 

shall forward it to the County Executive Committee 

member for finance; 

(k)not later than three months after the end of each 

financial year, prepare annual financial statements for 

that financial year and submit them to the Auditor-

General for audit, with a copy to the County Treasury; 

(l) try to resolve any issues resulting from an audit that 

remain outstanding; 

(m) manage the assets of the entity to ensure that it 

receives value for money when acquiring, using or 

disposing of its assets; 

(n)dispose of assets at the most competitive price and at 

the lowest possible cost ensuring that the proceeds 

from all asset disposals are deposited in a bank 

account of the entity; 

(o)ensure that the respective county government entity 

has adequate systems and processes in place to plan 

for, procure, account for, maintain, store and dispose 

of assets, including an asset register that is current, 

accurate and available to the relevant County 

Treasury or the Auditor-General; 

(p)provide the County Treasury with any information it 

requires to fulfil its functions under this Act; 

(q) provide information' on anv frauds, losses, or 

any violations of subsection ( l ) and provide 
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explanations for the actions taken to prevent similar 

conduct in future; and 

(r) carry out such other responsibilities as may be 

specified in regulations by the County Executive 

Committee member for finance. 

(3) Not later than three months after the county assembly 

has adopted a report by a committee of the county assembly 

with respect to a report submitted by the Controller of Budget 

under Article 228(6) of the Constitution, an accounting officer 

shall, for each entity for which the officer is designated— 

(a) prepare a report on actions taken by the entity to 

implement any recómmendations made in the 

committee's report as adopted by the county 

assembly; and 

(b) submit the report to the county assembly with a copy 
to the County Treasury. 

(4) Not later than one month after receiving a report by an 

accounting officer under subsection (3), the County Treasury 

shall submit to the county assembly the accounting officer's 

report and any comments on the report by the County Treasury. 

(5) The report referred to in subsection (3) shall be 
published and publicised. 

Accounting officer of 150. (1) An accounting officer for a county government 
a county government 

entity may write off entity may,write off any loss not exceeding an amount, and 

any loss. in circumstances prescribed by regulations for the purposes of this 

section. 

(2) An accounting officer for a county government entity, 

may with the approval of the County Executive Committee 

member for finance, write off a loss exceeding the amount 

referred to in subsection (l ) but not exceeding a further amount, 

and in circumstances prescribed by the regulations approved by 

Parliament. 

(3) The County Executive Committee member for finance 

may with the approval of County Executive Committee 
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authorise an accounting officer to write off a loss exceeding the 

further amount referred to in subsection (2). 

(4) An accounting officer for a county government entity 

shall maintain a record of any losses that are written off during 

a financial year and shall include the record in the entity's 

financial statements for that year. 

(5) Any loan write off is to be done in accordance with 

regulations approved by Parliament. 

Spending authority of 151. If a county government entity has expenditures that 

accounting officer are charged on the County Revenue Fund under the 

Constitution or an Act of Parliament or county 

legislation, the accounting officer who has responsibility 

for that entity has the authority to spend the money in 

accordance with the purposes specified in legislation 

without an appropriation. 

152. (l) An accounting officer for a county government 

entity may authorise payment of cash advances to public 

officers employed in the entity to be used to enable those 

officers to make payments for the entity or in the course 

of their duties. 

(2) The power to authorise cash advances is subject to any 

limitations imposed by the regulations. 

(3) A public officer to whom a cash advance is made shall 

account for the use of the advance within a reasonable time. 

(4) A public officer shall return the balance of the cash 

advance together with signed supporting documents for the 

cash expended in accordance with any requirement set out in 

any of the following - 

(a) the documents used to apply for or authorise the 

advance; 

(b) any regulation prescribed for the purpose of this 

section; or 

(c) a written notice given to the officer by the 

accounting officer. 

(5) If a 

public officer to 

whom a cash 

advance has 

been made 

under 

subsection (l) 

fails to account 

for the use of 

the advance, or 

fails to return it 

as required by 

subsection 

(4)— 

(a) the 

amou

nt of 

the 

advan

ce not 

accou

nted 

for or 

not 

return

ed 

beco

mes a 
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debt owed by the officer; 

(b) the debt becomes subject to the payment of interest 

at a rate prescribed by the regulations made for the 

purpose of this subsection; and 

(c) the debt, including the interest on it, is recoverable 

by that entity by making a deduction from any salary 

or other amount that is payable to the officer. 

153. (l) The accounting officer for a county Government 

entity— 

(a) is responsible for the management of the entity's 

assets and liabilities; and 

(b) shall manage those assets in such a way as to 

Power of accounting officers for county entities to make cash advances. 

Accounting officer to 

be responsible for 

managing assets and 

liabilities of county 

government entity. 

ensure 

that 

the 

count

y 

gover

nment 

entity 

achiev

es 

value 

for 

mone

y in 

acquir

ing, 

using 

or 

dispos

ing of 

those 

assets. 

(2) T

h

e 

a

c

c

o

u

n

t

i

n
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ficer for a county government entity shall 

dispose of assets only in terms of an Act of 

Parliament pursuant to Article 227 of the 

Constitution and shall ensure that the 

proceeds from all asset disposals are credited 

into a bank account of the entity. 

Limited power of 154. ( l ) An accounting officer shall not authorise the 
accounting officer to 

reallocate 
transfer of an amount that is appropriated— 

appropriated funds. (a) for transfer to another county government entity or 

person; 

(b) for capital expenditure except to defray other 

capital expenditure; or 

(c) for wages to non-wage expenditures. 

(2) An accounting officer for a county government entity 
may reallocate funds between programs, or between SubVotes, 
in the budget for a financial year, but only if2— 

(a) provisions made in the budget of a program or Sub-

Vote are available and are unlikely to be used; 

(b) a request for the reallocation has been made to the 
County Treasury explaining the reasons for the 
reallocation and the County Treasury has approved 
the request; and 

(c) the total of alk reallocations made to or from a 
program or Sub-Vote does not exceed ten percent of 
the total expenditure approved for that program or 
Sub-Vote for that year. 

(3) Regulations approved by the county assembly may 

prescribe requirements for the reallocation of funds within 

Sub-votes or programs. 

County government  155. ( l )  A county government entity shall ensure that 
entity to maintain 

internal auditing 
it complies with this Act and— 

arrangements. (a) has appropriate arrangements for conducting internal 

audit according to the guidelines issued by the 

Accounting Standards Board; and 
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(b) if any regulations are in force under subsection (2) those 

regulations are complied with. 

 (2) Regulations may prescribe requirements to be 

complied with in conducting any audits. 

(3) The arrangements for the conduct of internal auditing 
for a county government entity include— 

(a) reviewing the governance mechanisms of the entity and 

 mechanisms  for transparency and 

accountability with regard to the finances and assets of 

the entity; 

(b) conducting risk-based, value-for-money and 

systems audits aimed at strengthening internal control 

mechanisms that could have an impact on achievement 

of the strategic objectives of the entity; 

(c) verifying the existence of assets administered by the 

entity and ensuring that there are proper safeguards for 

their protection; 

(d) providing assurance that appropriate institutional 
policies and procedures and good business practices are 
followed by the entity; and 

(e) evaluating the adequacy and reliability of information 

available to management for making decisions with 

regard to the entity and its operations. 

(4) A county government entity shall ensure that the 

arrangements for conducting internal audits in respect of the 

entity are in accordance with international best practices for 

internal auditing. 

(5) A county government entity shall establish an internal 
auditing committee whose composition and functions are to be 
prescribed by the regulations. 

156. (l) If an accounting officer reasonably believes that a Disciplinary 

measures 

public officer employed by a county government entity has 

engaged in improper conduct in relation to the resources of the 

entity, the accounting officer shall— 

against public and 

accounting officers 
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(a) take appropriate measures to discipline the public 

officer in accordance with regulations; or 

(b) refer the matter to be dealt in terms of the statutory and 

other conditions of employment applicable to that 

public officer. 

(2) If the County Executive Committee Member for 
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finance reasonably believes that an accounting officer has 

engaged in improper conduct within the meaning of subsection 

(4), the County Executive Committee member for finance shall

 

(a) take appropriate measures to address the matter in 

accordance with laid down procedures; or 

(b) refer the matter to be dealt with in terms of the 

statutory and other conditions of employment 

applicable to that public officer. 

(3) The measures referred to in subsection (2) (a) include 

the County Executive Committee member for finance revoking 

the designation as accounting officer. 

(4) For the purposes of this section, a public officer or 

accounting officer engages in improper conduct if the officer— 

(a) contravenes or fails to comply with this Act or any 

regulation in force; 

(b) undermines any financial management procedures or 
controls; 

(c) makes or permits an expenditure that is unlawful or 
has not been properly authorised by the entity 
concerned; or 

(d) fails without reasonable cause to pay eligible and 

approved bills promptly in circumstances where 

funds are provided for. 

(5) Disciplinary measures under this section may not be 

taken against a public officer or accounting officer under 

subsection (l) (a) or (2) (a) unless the officer has been given an 

opportunity to be heard in relation to the alleged improper 

conduct concerned. 

Receivers and collectors of county government revenue 
Designation of 157. ( l) The County Executive Committee member for 
receivers of county 

government revenue. 
finance shall, in writing, designate persons to be 
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 responsible for collecting, receiving and accounting for 

such county government revenue as the County 

Executive Committee member for finance may specify 

in their letters of designation. 

(2) A receiver of county government revenue is responsible to 

the County Executive Committee member for finance for 

ensuring that the revenue for which the receiver is responsible 

is collected or recovered, and is accounted for. 

158. ( l) A receiver of revenue for a county government may 

authorise any public officer employed by that county 

government or any of its entities to be a collector of 

revenue for the purpose of collecting revenue for that 

county government and remitting it to the receiver. 

(2) Any other public officer, other than a receiver of 

revenue or collector of revenue for a county government, who 

collects revenue for that Government shall, not later than three 

days after receiving it, deliver the revenue to a receiver or 

collector of revenue for that county government  

(3) A receiver of revenue • for a county government shall 

provide quarterly statements to the County Treasury with 

copies to the National Treasury and the Commission on 

Revenue Allocation. 

159. (l) The County Executive Committee member for 

finance may waive a county tax, fee or charge imposed 

by the county government and its entities in accordance 

with criteria prescribed in regulations provided that— 

(a) the County Treasury shall maintain a public record of 

each waiver together with the reason for the waiver and 

report on each waiver in accordance with Section 164 

of this Act; 

(b) a State Officer may not be excluded from payment of a 

tax, fee or charge by reason of the office of the State 

Officer or the nature of work of the State Officer; and 

(c) such 

waiver or 

variation 

has been 

authorise

d by an 

Act of 

Parliame

nt or 

county 

legislatio

n. 

160. The 

County 

Executive 

Committee 

member for 

finance 

may 

authorise 

the Kenya 

Revenue 

Authority 

or appoint a 

collection 

agent to be 

a collector 

of county 

government 

revenue for 
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the purposes of this Part nn such terms and conditions as 

may be agreed in writing in accordance with regulations. 

161. In imposing a tax or other revenue raising measure, a 

county government shall ensure that the tax or measure 

conforms to Article 209(5) of the Constitution and any 

other legislation, and before imposing any tax or revenue 

raising measures under this Article, shall seek views of 

the Cabinet Secretary and the Commission on Revenue 

Allocation. 

Receiver may authorise public officer to be collector of revenue. 

Powers of County Executive Committee member for finance to watve or vary tax, fees 

or charges. 

Kenya Revenue 

Authority may be 

appointed collector 

Cap. 469 

County government 
revenue raising 
measures to conform 
to Article 209(5) of 
the Constitution 
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Obligations of County Public Officers 
Obligations ol' public 162. ( l ) Every public officer employed in or by the 

county 
officers with respect government shall comply with the Constitution and all 
to county government 

resources 
laws relating to conduct of public officers when carrying 

out a responsibility imposed, or exercising a power 

conferred, by this Act. 

(2) Every public officer shall also— 

(a)comply with the provisions of this Act so far as they are 

applicable to the officer; 

(b)ensure that the resources within the officer's area of 

responsibility are used in a way that— (i) is lawful and 

authorised; and 

(ii) effective, efficient, economical and transparent; and 

(c) within the officer's area of responsibility— 

(i) ensure that adequate arrangements are made for the 
proper use, custody, safeguarding and maintenance of 
public property; and 

(ii) use the officer's best efforts to prevent any damage from 

being done to the financial interests of the county 

government. 

Financial reporting by county government entities 

County government 

to prepare annual 

financial statement 

163. ( l ) At the end of each financial year, the County 

Treasury shall, for the county government, consolidate 

the annual financial statements in respect of all the 

county government entities in formats to be prescribed 

by the Accounting Standards Board. 

(2) The County Treasury shall include in the consolidated 

financial statements— 

(a) a statement of all money paid into and paid out of the 

County Exchequer Account; 

(b) a summary of— 
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(i) the appropriation accounts and statements 

prepared by accounting officers under section 1 

64, and 

(ii) the statements prepared by receivers of revenue 

under section 165; 

(c) a statement of payments ,if any, made out of the County 

Exchequer Account that are authorised by legislation other 

than an Appropriation Act; 

(d) a statement of the total amount of debt of the 

county government that is outstanding at the end of the 

financial year; 

(e) a statement of the debt guaranteed by the national 

government at the end of the financial year; 

(f) such other statements as the county assembly may require; 

and 

(g) a statement on the summary of the accounts from the county 

assembly. 

(3) The County Treasury shall ensure that the statements and 

summaries referred to in subsection (2) are in a form that is in 

accordance with the accounting standards prescribed and published by 

the Accounting Standards Board from time to time. 

(4) Not later than four months after the end of each financial year, 

the County Treasury shall— 

(a) submit the financial statements and summaries 

referred to in subsection (l) to the AuditorGeneral; and 

(b) deliver a copy to the National Treasury, Controller of 

Budget and the Commission on Revenue Allocation. 

164. (l) At the end of each financial year, the accounting officer for a county 

government entity shall prepare Annual accounting reporting officersby 

financial statements in respect of the entity in formats to be prescribed by the 

Accounting Standards Board. 

(2) r he accounting officer shall include in the financial 

statements— 

(a) appropriation accounts, showing— 
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(i) the services for which the 

appropriated money was spent; 

(ii) the amounts actually spent on 

each service; and 

(iii)the status of each Vote compared with the appropriation 

for the Vote; and 

(iv) a statement explaining any variations 

between the actual expenditure and the sums 

Voted; and 

(v) any other information specified by the County 

Treasury; 

(b) a statement of the entity's debt that is outstanding at the end of the 

financial year; 

(c) a statement of the entity's debt guaranteed by the 
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national government as at the end of the financial 

year; 

(d) a statement of the entity's assets and liabilities as at the end of the 

financial year in respect of- 

(i) each Vote, clearly identifying between recurrent and 

development expenditure; and 

(ii) funds and deposits; 

(e) a statement of the accounting policies followed in 

preparing the financial statement; and 

(f) a statement of the county government entity's 

performance against predetermined objectives. 

(3) The accounting officer shall prepare the financial 

statements in a form that complies with relevant accounting 

standards prescribed and published by the Accounting 

Standards Board from time to time. 

(4) Within three months after the end of each financial 

year, the accounting officer for an entity shall— 

(a) submit the entity's financial statements to the 

Auditor-General; and 

(b) deliver a copy of the statements to the relevant 

County Treasury, the Controller of Budget, and the 

Commission on Revenue Allocation. 

(5) In the case of an entity that is a County corporation, the 

accounting officer shall submit a copy of the county 

corporation's financial statements to the County Executive 

Committee member respofisible for that corporation who shall 

approve and forward the statements to the County Executive 

Committee member for finance. 
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Annual reporting by 165. (l) At the end of each financial year, a receiver of 

receivers of revenue revenue for a county government shall prepare an account 

in respect of the revenue collected, received and recovered by the receiver 

during that financial year. 

(2) The account under subsection ( l ) shall include— 

(a) a statement of receipts and disbursement in a form prescribed 

by the Accounting Standards Board 
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from time to time; and 

(b) a statement of arrears of reveliue. 

(3) Not later than three months after the end of the 

financial year, the receiver of revenue for the county 

government shall— 

(a) submit the accounts to the Auditor-General; and 

(b) deliver a copy to the National Treasury, the 

Controller of Budget, County Treasury, and the 

Commission on Revenue Allocation. 

(4) Not later than two months after the end of each 

financial year, a receiver of revenue for the county government 

shall submit to a county assembly a report with respect to all 

waivers and variations of taxes, fees or charges granted by the 

receiver during that year. 

(5) The receiver shall include in the report the following 

details in respect of each waiver or variation- 

(a) the full name of each person benefiting from the 

waiver or variation; 
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(b) the amount of tax, fee or charge affected by the 

waiver or variation; 

(c) the year to which the waiver or variation relates; 

(d) the reasons for waiver or variation; and 

(e) the legislation in terms of which the waiver was 

authorised. 
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Accounting officer to 

prepare quarterly 

reports for county 

166. ( l ) An accounting officer for a county government 

entity shall prepare a report for each quarter of the 

financial year in respect of the entity. 

government entity 

(2) In preparing a quarterly report for a county government 

entity, the accounting officer shall ensure that the report— 

(a) contains information on the financial and 

nonfinancial performance of the entity; and 

(b) is in a form determined by the Accounting Standards 

Board. 

(3) Not later than fifteen days after the end of each quarter, 

the accounting officer shall submit the quarterly report to the 

County Treasury. 

(4) Not later than one month after the end of each quarter, 

the County Treasury shall— 

(a) consolidate the quarterly reports and submit them to 

the county assembly; 

(b) deliver copies to the Controller of Budget, National 

Treasury and the Commission on Revenue 

Allocation; and 

(c) publish and publicise them. 

(5) In the case of an entity that is a county corporation, 

the accounting officer for the corporation shall also submit a 

copy of the quarterly report to the County Executive 

Committee member responsible for the corporation, who, 
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upon approving it, shall submit a copy to the County 

Treasury. 

Annual 167. (l) The administrator of a county public fund 
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Fižžarcc  

established by the Constitution, an Act of Parliament or 

county legislation shall prepare financial statements for 

the fund for each financial year in a form prescribed by 

the Accounting Standards Board. 

(2) In preparing a financial statement for a county public 

fund, the administrator shall ensure that the report contains 

information on the financial and non-financial performance of 

the fund. 

(3) Not later than three months after the end of each 

financial year, 'the administrator of a county public fund shall 

submit the financial statements prepared under this section to the 

Auditor General. 

(4) The administrator shall submit a copy of the report to 

the County Executive Committee member responsible for the 

fund. 

168. (l) The administrator of a county public fund 

established by the Constitution, an Act of Parliament or 

county legislation, shall prepare quarterly financial 

statements for the fund in a form prescribed by the 

Accounting Standards Board. 

(2) In preparing a quarterly financial statement for 

a county public fund, the administrator shall ensure that the 

report contains information on the financial and 

nonfinancial performance of the fund. 

(3) Not later than fifteen days after the end of each 

quarter, the administrator shall submit the quarterly report 

to the County Treasury and a copy to the Controller of 

Budget, 

Financial management in urban areas and cities 

169. (l) This part applies to urban areas and cities as defined 

in the Urban Areas and Cities Act, 201 1; 

(2) For purposes of this Act, all provisions of this Act 

that apply to county government entities shall apply to urban 

areas and cities, unless expressly stated otherwise. 

170. The 

accountin

g officer 

for an 

urban area 

or city 

shall be 

designate

d as 

provided 

in section 

148 of this 

Act, and 

as 

accountin

g officer 

shall — 

(a) 
exe
rci
se 
the 
fun
cti
ons 
an
d 
po
we
rs 
ass
ign
ed 
to 
an 
acc
ou
nti
ng 
off
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icer in terms of this Act; and 

reporting by Administrators of COUnty public funds 

Quarterly reporting by administrators of 

county public  

Application of thlS part to urban areas and cities. 

Accounting Officer of urban area city 

Urban area or city accounting officer responsibiliues in revenue management. 

Financing of urban 

areas or cities 

Crkeria for 
allocating funds 
to 

(b) be 

respon

sible 

and 

accoun

table 

to the 

county 

assem

bly for 

the 

financi

al 

manag

ement 

and 

admini

stratio

n of 

the 

urban 

area or 

city. 
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171. (l) The accounting officer of an urban area or city is 

responsible for the management of the revenue received by 

that urban area or city in accordance with section 172. 

(2) The accounting officer shall — 

(a) for the purposes of collection systems consistent with 

this Act and the Urban Areas and Cities Act, manage. 

the urban area or city's credit control and debt 

collection policy; 

(b) immediately inform the County Executive Committee 

member for finance of any payments due to the urban 

area or city by a State organ in respect of city or urban 

area tax, or services, if such payments are regularly in 

arrears for periods of more than thirty days; and 

(c) take all reasonable steps to ensure that any funds 

collected by the urban area or city on behalf of another 

organ of state is transferred to that organ of state within 

three days and that such funds are not used for purposes 

of the city or urban area. 

172. Subject to the Constitution and any other Act 

of Parliament, and with the approval of the County Assembly, 

an urban area or city may be funded through any of the 

following sources  

(a) revenue arising from rates, fees, levies, charges and 

other revenue raising measures which is retained by 

the urban area or city for the purpose of defraying its 

costs for providing services; 

(b) revenue allocated by the county government to the 

urban area or city;. (c) investment income; 

(d) grants and donations; or 

(e) borrowing as provided for under section 140 of this Act. 

173. (l) In allocating funds to the urban areas or cities under 

section 172 (b), the county government shall use objective 

criteria 

reflecting the 

service 

demand and 

responsibiliti

es of the 

urban area or 

city. 

(2) T

he objective 

criteria to be 

prescribed in 

county 

legislation, 

may include, 

among 

others, 

adjustments 

for- 

(a) the 

proport

ional 

populat

ion, 

calcula

ted as 

the 

populat

ion of 

the 

urban 

area or 

city 

divided 

by the 

total 

populat

ion of 

the 

county; 
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(b) the relative area, calculated as the area of the urban 

area or city divided by the total county area; 

(c) the relative poverty levels based on objective measures 

of relative poverty; 

(d) the relative per caèita revenue collection estimated as 

urban area or city per capita revenue collection divided 

by the County per capita revenue collection; 

(e) an objective measure to account for price differentials 

in providing similar services in the urban area and city 

relative to the rural areas of the county; 

(f) a minimum amount to ensure effective delivery of 

essential services and responsibilities assigned to the 

urban area or city; and 

(g) incentives to encourage urban areas and cities to 

exercise prudent financial management as well as 

transparency and accountability in public financial 

management. 

(3) I

n approving 

the criteria in 

subsection 

(2), the 

County 

Assembly will 

seek the 

recommendatio

ns of the 

Commission on 

Revenue 
sAllocation 

urban areas or cities by 

county governments. 

174. The accounting officer of an urban area or city shall Principles to be 

observe the following principles in managing public observed by urban 

finances of that entity— areas or cities in managing public finances 

(a) the actual expenditure on the personnel shall not exceed a percentage 

of their allocation to be prescribed by the County Assembly; 

(b) on an annual basis the urban area's or city's recurrent expenditure shall 

not exceed its revenue; 

(c) in the medium term, the recurrent expenditure may not exceed a 

percentage of total revenue, which will 

be approved by the county assembly; 

(d) an urban area's or city's debts are maintained at a sustainable level; 

and 

(e) over the medium term, the proceeds of borrowing by an urban area or 

city are used only for purposes of financing development expenditure 

and not recurrent expenditure. 

Budget and budget 175. (l) An urban area or city shall develop a strategic 
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process for urban areas 

or cities 
plan based on the integrated development plan that is 

consistent with the County Fiscal Strategy Paper. 

(2) The strategic plan along with any further guidelines 

from the County Treasury on the county budget process shall form 

a basis for development of the urban area's or city's budget 

proposals. 

(3) No later than the 30 th August of every year, the County 

Treasury shall issue budget instructions to the urban areas or 

cities. 

(4) The instructions shall prescribe the manner, form and 

timing in which the budget requests shall be submitted and 

subsequently reported on. 

(5) The urban area or city shall on the basis of the 

instructions in subsection (3) and (4) prepare and submit budget 

requests to the County Treasury upon approval by the Board in 

sufficient time, in the case of cities and municipalities, for their 

approval as part of the annual county Appropriation Bill. 

(6) The budget estimates in subsection (J) shall include the 

current services budget, representing the cost of maintaining the 

urban area or city services at current levels. 

(7)The budget submission shall also contain new services 

requests, covering one-time expenditures for the .?.onstruction 

and maintenance of facilities in the urban area• or city, 

(8)The County Treasury shall evaluate the budget proposal 

and make recommendations to the urban area or city to enable the 

preparation of the itemized annual budget 

for consideration and approval by its Board. 

(9) In preparing the strategic plan in subsection (l) and the 

annual budget estimates in sUbsection (5), the accounting 

officer of an urban area or city— 

(a) sha

ll 

ens

ure 

that 

the 
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public is given an opportunity to participate in the 

preparation process as outlined in the second schedule 

of the Urban Areas and Cities Act, 201 1; and 

(b) for that purpose, may publish guidelines for public 

participation. 

(10)The Accounting Officer of each urban area or city 

shall— 

(a) publish and publicise the strategic plan within 

seven days following its adoption; and 

(b) publish and publicise the annual budget estimates 

within twenty one days after the county assembly 

has approved the budget estimates. 

176. (l) If the annual County Appropriation Act for the 

financial year has not been assented to or is not likely to be 

assented to by the beginning of the financial year, the 

relevant county assembly may authorise the withdrawal of 

funds from the County Revenue Fund for the purpose of 

meeting. expenditure of an urban area or city in accordance 

with subsection (2). 

(2) Funds withdrawn under subsection (1) — 

(a) may only be used to meet expenditure necessary to 

carry on the services of the urban area or city during the 

financial year concerned using the estimates submitted 

to the county assembly fðr approval; and 

(b) may not exceed In total one-half of the amount included 

in the estimates of expenditure submitted to the county 

assembly for approval. 

177. (l) An urban area or city may borrow only— 

(a) from the county government; (b) 

through its county government; or 

(c) by way of a bank overdraft. 

Response to delays in 

approval of annual 

budgets by urban 

areas or cities 

Borrowing by urban 

areas or cities. 
Conditions in which 

urban areas or Cities 

may receive grants. 

(2) Any 

borrowing by 

an urban area 

or city shall be 

subject to 

such terms 

and conditions 

as the county 

assembly may 

impose, and in 

the case of 

paragraph (b), 

in accordance 

with the 

provisions of 

section 140 of 

this Act. 
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178. (l) An urban area or city may receive a grant or donation 

from a development partner only with the approval of the 

County Executive Committee member for finance 

concerned, and only as provided under section 138 of this 

Act. 

(2) The grants 

referred to in 

subsection (l) 

shall be  

expended in accordance with the strategic plan as provided for 

under section 175. 

(3) As soon as possible after receiving the grant or 

donation, the recipient shall notify the County Executive 

Committee member for finance and the Cabinet Secretary of 

the receipt. 

(4) If a project that is being financed by a grant or donation 

from a development partner requires county government 

funding, the project may only be started when— 

(a) the required funding has been appropriated in 

accordance with this Act or is otherwise authorised by 

legislation; or 

(b) the County Executive Committee member for finance 

has given a written authorisation for the project to begin. 

(5) The recipient of a grant or donation from a 

development partner shall record the amount or value of the 

grant or donation in its accounts. 

(6) Subject to Article 229(4) of the Constitution, the 

recipient of a grant or donation from a development partner 

shall administer and account for the grant or donation by using 

government financial and accounting laws, rules and 

regulations and, administrative procedures, accounting and 

auditing procedures, or any of its financial accounting rules and 

procedures for accounting for the receipt or expenditure of 

money that are specified in, or referred to, in any agreement 

between the recipient and the development partner. 

(7) The County Executive Committee member for finance 

may in addition to the audit above, permit a donor of a grant to 

audit such funds on the basis of its own financial accounting 

rules. 
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179. (l) An urban area or city shall open and maintain a bank 

account in the name of the Urban Area or City, and with the 

approval of the respective County Executive Committee 

member for finance. 

(2) All money received by an urban area or city shall be paid 

into its bank account or accounts, and this shall be done promptly 

and in accordance with •this Act and any requirements that may be 

prescribed.  

180. (l) The Board of an urban area or city shall ensure that the 

urban area or city follows the guidelines prescribed by the 

Accounting Standards Board. 

(2) The Accounting Officer of an urban area or city shall 

prepare an annual report including accounts in accordance with the 

provisions of the Urban Areas and Cities Act, 201 1 and other 

reports as required by this Act. 

(3) The annual report of an urban area or city shall contain such 

additional information as is necessary to enable an informed 

assessment of the activities of the urban area or city. 

181. All directions, resolutions, orders and authorizations on 

financial management given or issued by local authorities 

established under the Local Government Act and subsisting 

or valid immediately before the commencement of this Act 

shall be deemed to have been given, issued or made pursuant 

to the Urban Areas and Cities Act, 201 1, and this Act as the 

case may be, until the expiry, amendment or repeal of these 

Acts. 

Establishment and dissolution of County Corporations and 

additional requirements for County Corporations and county 

government-linked Corporations 

182. (l) A County corporation may be established or dissolved 

only with the prior approval of the County Executive 

Committee, which may be given only after taking into 

account 

any 

recommen

dations of 

the 

County 

Treasury 

regarding 

the 

financial 

implicatio

ns of 

establishin

g or 

dissolving 

the county 

corporatio

n. 

(2) The 

regulation

s shall 

prescribe 

the 

criteria to 

be used in 

establishi

ng or 

dissolving 

county 

corporatio

ns and the 

regulation

s shall be 

tabled in 

the county 

assembly 

for 

approval. 
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Urban areas or cities bank accounts. 

Reporting by urban areas or cities 

Transitional 
arrangements. 

cap. 265 

Establishment and 

dissolution of 

county corporations. 

Restrictions on 183* (l) The county government or county government 
county government 

investing in county 

government- linked 

colporations 

entity may not invest— 

(a) in a county corporation; or 

(b) in a county government-linked company, 

without the prior approval of the County Executive Committee, 

which may be given only after taking into account any 

recommendations of the County Treasury regarding the financial 

implications of the investment. 
Responsibility for 

monitoring financtal 184. (l) The County Executive Committee member for 
performance of county 

corporations. 
that entity is responsible for monitoring— 
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(a) the financial performance of County corporations and 

county government-linked corporation; and 

(b) the performance of any functions or activities that 

affect the financial performance of those county 

corporations. 

(2) The responsibilities of the County Executive Committee 

member for that entity under subsection (l) shall include in 

particular— 

(a) analysing financial and other reports that are required 

to be prepared by a county corporation under any Act 

or county legislation; 

(b) reporting to the County Executive Committee on the 

performance of those county corporations; and 

(c) making recommendations to the County Executive 

Committee as to how a particular county corporation

 or county  government-linked corporation 

could.improve its performance. 
Annual reporting by 

the County Treasury 185. (l) Not later than four months after the end of each 
on county financial year, the County Treasury shall prepare and 

corporations submit to the county assembly a consolidated report 

summarising the extent of county government 

involvement or investment in, or funding of, all county 

corporations and county government-linked corporations 

for the financial year. 

(2) The report in subsection(l) shall include information 

on— 

(a) the date of incorporation and objects of the county 

corporation; 
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1 023 

(b) the amount of county government shareholding, directly or 

indirectly, in the county corporation; 

(c) any changes in the shareholding of the county corporation 

during the financial year; 

(d) the amount of any funding in the form of grants or subsidies 

provided by the county government to the county corporation 

or public entity, excluding profit making entities, during the 

financial year; 

(e) the amount of any loans made by the government to the county 

corporation, during the financial year; 

(f) the cumulative amount of undischarged loans in respect of the 

corporation; 

 (g) the amount of profit or loss of the County corporation for the financial 

year; 

(h) the amount of any revenue received by the county 

government from the county corporation during the 

financial year, including dividends, interest and 

proceeds from any divestiture of assets of the county 

corporation; 

(i) the payments made, or losses incurred, by the county 

government to meet contingent liabilities as a result of 

loans during the financial year, including payments 

made in respect of loan writeoffs or waiver of interest 

on loans; and 

(j) an assessment of the financial and related nonfinancial 

performance of the county corporation for the financial 

year. 

(3) Once every three years, the County Executive Committee 

member responsible for matters relating to public investments shall 

prepare a report on the need for the county government continued 

involvement in, or funding of, the County Corporation or county 

government-linked company. 

(4) Copies of the reports prepared in subsections (l) and 
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(3) shall be submitted to the Controller of Budget, the 

Commission on Revenue Allocation and the AuditorGeneral, 

Definitions for 186. For the purposes of sections 1 82, 1 83 and 184- 
purpose of sections 182, 

183 and 184. (a) "county government-linked corporation" means a 

county corporation in which the county government 

is a shareholder with less than fifty percent of the 

share capital of the corporation; and 

(b) "invest" means any form of funding, or potential 

funding, provided to a County corporation, including providing 

share capital, loans, grants or subsidies. 

PART V —RELATIONS BETWEEN NATIONAL •AND COUNTY 

GOVERNMENTS ON BUDGET AND ECONOMIC MATTERS 

Establishment of the Intergovernmental Budget and 

Economic Council 

Establishment, 187. ( l) There is established a council to be known as the 
purpose and composition 

of the 
Intergovernmental Budget and Economic Council 

comprising— 
Intergovernmental Budget and 

Economic 
Council. 

(a) the Deputy President who shall be the Chairperson; 

(b) the Cabinet Secretary; 

  (c) a representative of the Parliamentary Service 

Commission; 

(d) a representative of the Judicial Service Commission; 

(e) the Chairperson of the Commission on Reveóue 

Allocation or a person designated by the Chairperson; 

(f) the ChairperŠon of the Council of County Governors; 

(g) every County Executive Committee member for 

finance; and 

(h) the Cabinet Secretary responsible for 

intergovernmental relations. 
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(2) The purpose of the Council is to provide a forum for 

consultation and cooperation between the national government and 

county governments on— 

(a) the contents of the Budget Policy Statement, 

the Budget Review and Outlook Paper and the Medium-Term Debt 

Management Strategy; 

(b) matters relating to budgeting, the economy and 

financial management and integrated 

development at the national and cpunty level; 

(c) matters relating to borrowing and the framework 

for national government loan guarantees, criteria 

for guarantees and eligibility for guarantees; 

(d) agree on the schedule for the disbursement of 

available cash from the Consolidated Fund on the 

basis of cash flow projections; 

(e) any proposed legislation or policy which has a 

financial implication for the counties, or for any 

specific county or counties; 

(f) any proposed regulations to this Act; and 

(g) recommendations on the equitable distribution of 

revenue between the national and county 

governments and amongst the county 

governments as provided in section 190; and 

(h) any other matter which the Deputy President in 

consultation with other Council members may 

decide. 

(3) An appointed member of the Council holds office for two years 

and is eligible for re-nomination and reappointment at the end of a term 

of office for another term not exceeding two years. 

(4) The National Treasury shall provide secretariat services to the 

Council and assign or appoint such support staff as may be necessary 

for the Council to effectively perform its functions. 
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(5) The Council shall meet at least twice a year and the Deputy 

President shall decide the time and agenda for meetings of the Council 

in consultation with the other members of the Council. 

(6) In the absence of the Chairperson from any meeting of the 

Council, the Cabinet Secretary shall chair the meeting. 

(7) The Council may determine its own rules and procedures in 

such manner as it considers appropriate. 

(8) The Council mav invite other persons to attçnd any of its 

meetings. 

Vacation of office by 188. A member of the Intergovernmental Budget and 
a member, Economic Council shall cease to be a member if that 

person ceases to hold office by virtue of which he or she 
became a member to the Council. 

The process ofsharing revenue 

The process of 189. The process of sharing revenue raised by the national 
sharing revenue. government between the national and county 

governments, and among the county governments, shall 

be in accordance with the Constitution and this Act. 

Recommendations of 190. (l) At least six months before the beginning of the 
the Commission on financial year, or at a later date agreed between the 

Revenue Allocation, Cabinet Secretary and the Commission on Revenue 

Allocation, the Commission shall submit to the Senate, 

the National Assembly, the County Assenuoly, the 

National Executive and the County Executives, 

recommendations for the following financial year 

regarding— 

(a) an equitable division of revenue raised nationally, 

among the national and county levels of government; 

and 

(b) the determination of each county's equitable share 

in the county share of that revenue. 
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(2) When making its recommendations, the Commission shall 

take into account the criteria listed in Article 203(1) of the 

Constitution. 

Division of Revenue  191. (l) Each year when the Budget Policy Statement is 
Bill and County introduced, the Cabinet Secretary shall submit to 
Allocation of Revenue 

Bill. 
Parliament a Division of Revenue Bill and County 

Allocation of Revenue Bill prepared by the National 

Treasury as provided in this Act for the financial year to 

which that Budget relates. 

(2) The Division of Revenue Bill shall specify the 

share of each level of government of the revenue raised nationally for 

the relevant financial year. 

(3) The County Allocation of Revenue Bill shall 

specify— 

(a) each county's share of that revenue under subsection 

(2); and 

(b) any other allocations tó the counties, from the national 

government's share of that revenue, and any conditions on 

which those allocations shall be made. 

(4) Before the submission of the Division of Revenue 

Bill and County Allocation of Revenue Bill, the Cabinet Secretary shall 

notify- 

(a) the Intergovernmental Budget and Economic Council; and 

(b) the Commission on Revenue Allocation. 

(5) When the Division of Revenue Bill or County 

Allocation of Revenue Bill is submitted, it shall be accompanied 

by a memorandum which explains— 

(a) how the Bill takes into account the criteria listed in 

Article 203(1) of the Constitution; 

(b) the extent of the deviation from the Commission on 

Revenue Allocation's recommendations; 
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(c) the extent, if any, of deviation from the 

recommendations of the Intergovernmental Budget 

and Economic Council; and 

(d) any assumptions and formulae used in arriving at the 

respective shares mentioned in subsections 

(2) and (3). 

PART VI—PUBLIC SECTOR ACCOUNTING 

STANDARDS BOARD 

192. There is established a Public Sector Accounting Establishhent of the Standards 

Board which shall perform the functions set Board. out in this Part. 

 
Composition of the 193. ( l) The Accounting Standards Board shall consist 01 
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Board. a representative of each of the following bodies who shall 
serve on a part-time basis— 

(a) the National Treasury; 

(b) the Controller of Budget; 

(c) the Intergovernmental Budget and Economic 

Council; 

(d) the Auditor-General; 

(e) the Institute of Certified Public Accountants of 

Kenya; 

(f) the Association of Professional Societies of East 

Africa; 

(g)the Capital Markets Authority; 

(h) the Institute of Internal Auditors; and 

(i) the Institute of Certified Public Secretaries of 

Kenya. 

(2) The Cabinet Secretary shall appoint a chairperson of 
the Board from members nominated under subsection ( l ). 

(3) In making nominations to the Board, the respective 

organisations shall ensure that their nominees are certified 

members in good standing• of a professional body in 

accounting or finance recognised by law in Kenya. 

(4) Members of the Board except ex-officio members 

shall be appointed by the Cabinet Secretary and serve for a term 

of not more than three years. 

(5) The National Treasury shall provide secretariat 

services to the Board and assign or appoint such support staff 

as may be necessary for the Board to effectively perform its 

functions. 

(6) The Board may establish and regulate its own 

operating procedures. 

Functions of the 194. (l)The Accounting Standards Board shall provide 
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Board. frameworks and set generally accepted standards for the 

development and management of accounting and 

financial systems by all State organs and public entities, 

and shall in particular perform the following functions— 
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(a) set generally accepted accounting and financial 

standards; 

(b) prescribe the minimum standards of maintenance of 

proper books of account for all levels of 

Government; 

c) prescribe internal audit procedures which comply with 

this Act; 

(d) prescribe formats for financial statements and 

reporting by all state organs and public entities; 

(e) publish and publicise the accounting and 

financial standards and any directives and 

guidelines prescribed by the Board; 

(t) in consultation with the Cabinet Secretary on the 

effective dates of implementation of these 

standards, Gazette the dates for application of 

the standards and guidelines; and 

(g) perform any other functions related to advancing 

financial and accounting systems management 

and reporting in the public sector. 

(2) In setting the standards under subsection (l), the 

Board shall take into account any relevant factors including— 

(a) best international accounting practices; and 

(b) the capacity of the relevant entity to comply with the standards. 

(3) The Board may set different standards for 

different categories of entities to which these standards apply 

including to develop content, structure and format of county 

frameworks and accounting and financial guidelines which are 

in line with the setting of county standards. 

(4) The Board shall monitor the adherence to the 

standards by all State organs and public entities. 
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(5) The standards set by the Board shall promote 

transparency and other Constitutional values and principles in 

effective, prudence and efficient management of revenue, 

expenditure, assets and liabilities of the institutions to which 

these standards apply. 

Vacation of office 195. (l) A member of the Accounting Standards Board, 
and remuneration of 

Board members 
other than an ex-officio member, may— 

(a) at any time resign from the Board by notice in writing 

to the chairperson; 

(b) be removed from the Board if the member— 

(i) has been absent from three consecutive 
meetings of the Board without the permission 
of the chairperson; 

(ii) is adjudged bankrupt or enters into a 

composition scheme or arrangement with his 

or her creditors; 

(iii) is convicted of an offence involving 

dishonesty or fraud; 

 (iv) 
is convicted of a criminal offence and 

sentenced to imprisonment for a term 

exceeding six months or to a fine exceeding 

one hundred thousand shillings; 

 (v) is incapacitated by prolonged physical or 

mental illness or is deemed unfit to 

discharge his or her duties as a member of 

the Board; or 

 (vi) 
ceases to be a member by virtue of the 

withdrawal of his or her nomination to the 

Board by the nominating institution. 
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(2). The remuneration payable to members of the Board shall 
be determined by the Salaries and Remuneration 
Commission. 

PART Vll — ENFORCEMENT PROVISIONS 

Offences by public 196. (l) A public officer shall not spend public money 
officers. 

otherwise than authorized by the Constitution, an Act of 

Parliament or County legislation.. 

(2) A public officer shall not raise revenues other than in 

accordance with the Constitution, an Act of Parliament or an Act 

of a County Assembly. 

(3) A public officer shall not enter into any obligation that 

has financial implications for the national government budget or 

a county government budget unless the obligation is authorised 

by the Constitution, an Act of Parliament or an Act ofa County 

Assembly. 

(4) A public officer shall not borrow money, issue a 

guarantee, indemnity or security or enter into any other 

transaction that binds or may bind the national government entity 

or a county government entity to any future financial obligation, 

unless the borrowing, guarantee, indemnity, security or other 

transaction is authorised by this Act or by any other written law 

and, in the case of loans or guarantees, is within the limits 

provided under this Act. 

(5) A public officer shall not direct another public officer to 

do an act that constitutes a contravention of, or a failure to comply 

with, this Act, the Constitution or any other written law. 

(6) A public officer who contravenes this section commits an 

offence and on conviction is liable to a term of imprisonment not 
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exceeding two years or to a fine not exceeding one million 

shillings, or to both. 

(7) Where a national government entity or a county 

government entity— 

(a) engages in an actior.l that it is prohibited from doing by 

this Act; or 

(b) fails to comply with an obligation imposed on it by 

this Act, 

a public officer who assisted or facilitated the act, or who was a 

party to, or contributed to, the failure, commits an offence and 

on conviction is liable to a term of 
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imprisonment not exceeding two years or to a fine not 

exceeding one million shillings, or to both in addition to 

provisions under Article 226(5) of the Conqlitution. 

Offences financial 197. ( l) A public officer employed by the national 

misconduct. government or a national government entity commits an 

offènce of financial misconduct if. without law till authority, the officer

 

(a) issues public government securities, or varies their 

terms and conditions; 

(b)opens a bank account in the name of •the 

government; 

(c) lends monev on behalf of the Government; 

(d) issues guarantees or indemnities on behalf of the 

(Government: 

(e) issues securities for loans made to the government; 

(t) disposes of property belonging to. or under the 

control of. that government or entity; 

(2) rails to pay into a government bank account any 

public money entrusted to the officer or received by 

the officer iUr or on behalf of 'that government or 

that entity; 

(h) incurs expenditure or makes commitment on behal r 

of that government or entity. 

(i) incurs wasteful expenditure on behalf or that 

government or entity; 

(j) fails to deliver to that government or entity a gift or 

donation made on a public or official occasion In 

accordance with the Public Officers Ethics Act; 

(k) fails to provide any information in the officer •s 

possession, or under the officer's control, in relation 

to the financial management, financial performance, 
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or banking activities of that government or entity or 

in relation to the management or control of an asset 

or liability 01 that government or entity when 

required to do so. except where such refusal or 

failure is required or authorised by this Act or any 

other written law; 

(I) fails to keep proper records or conceals, or 
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wrongfully destroys, information that is required to be 

recorded; 

(m) intentionally or recklessly obstructs or hinders a 

person while that person is acting in the performance 

or exercise of the person's functions or powers under 

this Act; 

(n) makes any statement or declaration, or gives any 

information or certificate, lawfully required by or 

under this Act knowing it to be false or misleading in 

a material respect; 

(o) for the purpose of procuring for the public officer or 

any other person or organisation  

(i) makes improper payment of public 

money belonging to or entrusted to 

that government or entity; or 

(ii) makes improper use of any public 

property of that government or 

entity; or 

(p) fails to remit revenue received contrary to the 

provisions of sections 76(2) and 158(2) of this Act. 

198. (l) A public officer commits an offence if that Other offences by 

officer— 

(a) takes possession of public funds or assets without 

lawful authority; 

(b) misappropriates public funds or assets; 

(c) conceals information on public finances to obtain a 
financial benefit either for the officer or another person; or 

(d) engages in a corrupt act. 

(2) In this section, "corrupt act" includes soliciting or receiving an 

inducement. 

public officers. 



1104 

No. 18 Public Finance Management 2012 

 

199. Except as otherwise provided by this Act, a person who 

is found guilty of committing an offence under this Act 

for which no other punishment is given , that person is 

liable on conviction to a term of imprisonment not 

exceeding five years or to a fine not exceeding ten million 

shillings, or to both. 

Penalties for offences. 

 200. (1) If the Principal Secretary suspects that an Duty of Principal 

Secretary to report offence may have been committed under this Act, that 
suspected offences to Secretary shall take all practicable steps to report the 
relevant law 

enforcement authority 
matter to the relevant law enforcement authority to 

for investigation enable that authority to investigate the suspected offence 

and, if evidence of the offence is discovered, institute 

proceedings to prosecute any person who is alleged to 

have committed it. 

(2) If the Principal Secretary fails to report a suspected 

offence as required by subsection ( l ), that Principal Secretary 

is liable to disciplinary action in accordance with— 

(a) the terms and conditions of that Principal Secretary's 

appointment or employment; and 

(b) any provisions prescribed by regulations for the 

purposes of this section. 
Duty of County Chief  201. (l ) If the County Chief Officer suspects that an 
Officer to report offence may have been committed under this Act, he 
suspected offences. or she shall notify the County Executive Committee 

member for finance and take all practicable steps to 

report the matter to the relevant law enforcement 

authority to enable that authority to investigate the 

suspectqd offence and, if evidence of the offence is 

discovered, to institute proceedings to prosecute any 

person who is alleged to have committed it. 

(2) If the County Chief Officer fails to report a suspected 

offence as required by subsection ( l ), that County Chief 

Officer is liable to disciplinary action in accordance with— 

(a) the terms and conditions of that Chief Officer's 

appointment or employment; and 

(b) any provisions prescribed by regulations for the 

purposes of this section. 
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Liability of public  202. ( l)  A public officer is personally liable for any 
officer for certain loss sustained by the nationat government that is 
losses sustained by 

national government 
attributable to— 

(a) the fraudulent or corrupt conduct, or negligence, of 

the officer; or 

(b) the officer's having done any act prohibited by section 

196, 197 and 198. 

(2) The National Treasury may, by civil proceedings 

brought in a court of competent jurisdiction, 
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recover damages from a public officer for any loss for which the 

officer is liable under subsection (b). 

 203. ( l)  A public officer is personally liable for any Liability of 

public 
loss sustained by a county government that is attributable to— 

(a) the fraudulent or corrupt conduct, or negligence, of the 
officer; or 

(b) the officer's having done any act prohibited by section 

196, 197 and 198. 

(2) The County Treasury may, by civil proceedings brought in 

a court of competent jurisdiction, recover damages from a 

public officer for any loss for which the officer is liable under 

subsection (l). 

officer for certain 

losses sustained by 

county government. 

 204. ( l ) The Cabinet Secretary may apply sanctions to Cabinet Secretary 

a national government entity that  may impose 

Institutional 
sanctions on national 
government entities. 

(a) approves the contracting of debt beyond any debt limits 

provided under this Act; 

(b) defaults on a loan; 

(c) provides inaccurate information to public officers regarding 

financial matters; 

(d) issues a guarantee without proper authorisation; 

(e) issues a guarantee for an amount in excess of any limits set 

under this Act; 

(f) creates liabilities in excess of its ability to finance those 

liabilities; 

(g) fails to address issues raised by the AuditorGeneral to the 

satisfaction of the Auditor-General; or 

(h) contravenes section 196. 

 (2) The Cabinet Secretary may apply any of the following 

sanctions to a national government entity that has done, or 

failed to do, anything referred to in subseðtion (l) 
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(a) impose on the entity reporting requirements additional to those 

required by this Act or any other written law; 

(b) suspend the ability of the entity to reallocate funds; 

(c) withhold from the entity funds to which the entity would 

otherwise be entitled under the Constitution or this Act; 

(d) suspend the entity's authority to borrow money; 

(e) treat any accumulated liabilities as a charge on the entity's future 

revenues; 

(f) appoint one or more administrators to administer the entity's 

financial affairs for such period as may 'be specified in the 

appointment. 

PART vlll - MISCELLANEOUS PROVISIONS 

 
Powers of the Cabinet 

Secretarv to make 

regulations 

205. ( l) The Cabinet Secretary may make regulations, 

not inconsistent with this Act respecting any matter that is 

necessary or convenient to be prescribed under this Act or 

for the carrying out or giving effect 'to this Act, 
 

 

(2) In making regulations under this Act, the Cabinet 

Secretary shall consult the Intergovernmental Budget and 

Economic Council. 

(3) A provision of a regulation may— 

(a) apply generally or be limited in its application; 

(b) apply differently according to different factors; 

(c) authorise any matter or thing to be done from time to 

time; or 

(d) do any combination of those things. 

(4) Regulations under subsection (l) shall not take 

effect unless approved by a resolution passed by Parliament. 

(5) Regulations approved under subsection (4) shall 

take effect on the day after the date on which both Houses 

approved them or, if a later date is specified in the regulations, on 

that later date. 
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(6) If a House of Parliament does not make a resolution 

either approving or rejecting any regulations within fifteen sitting 

days after submission to it for approval, the House shall be 

deemed to have approved those regulations. 

Protection of public 206. Nothing done by any authorised person or public officers 
from liability. 

officer working under the instructions of the National Treasury 

or County Treasury, if done in good faith, for the purposes of 

executing the powers, functions or duties of the National 

Treasury or County Treasury under the Constitution or this Act, 

renders that person or public officer personally liable for any 

action, claim or demand. 

207. (l) Regulations may provide for . participatory 

governance for purposes of this Act. 

(2) Regulations made under this section may provide for the 

following matters- 

(a) structures for participation; 

(b) mechanisms, processes and procedures for participation; 

(c) _ receipt, processing and consideration of petitions, and 

complaints lodged by members of the community; (d) 

notification and public comment procedures; 

(e) public meetings and hearings; 

(f) special needs of people who cannot read or write, people 

with disabilities, women and other disadvantaged groups; 

(g) matters with regard to which community participation is 

encouraged; 

(h) the rights and duties of members of community; and (i) 

any other matter that enhances community participation. 

208. The following Acts are repealed— 

(a) the Fiscal Management Act; 

(b)the 

Governm

ent 

Financial 

Manage

ment Act;

 

(c) the 

Intern

al 

Loans 

Act; 

(d) the 

Conti

ngenc

ies 

Fund 

and 

Count

y 

Emer

gency 

Funds 

Act; 

2011; 

4 

(e) the 

Natio

nal 

Gove

rnme
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nt Loans Guarantee Act, 201 1; and 

(f) the External Loans and Credits Act. 

Public participation 

Repeal of certain 
Acts. 

No, 5 of 2009 

No. 5 of 

2004. cap. 

420. 

No. 17 of201 1. 

No. 18 of 201 

1 cap. 422 

Consequential 209. The Acts specified in the First Schedule are amended in 

amendments to other the manner specified in that Schedule. 

Savings and 210. The savings and transitional provisions speqified in transitional 

the Second Schedule have effect. provisions. 

 FIRST SCHEDULE (s. 209) 

CONSEQUENTIAL AMENDMENTS TO OTHER ACTS 

Amendment of section 

3 of Cap 2 
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l . Section 3 of the Interpretation and General Provisions Act 

is amended  

(a) by deleting the definition "accounting officer" and 

replacing it with the following— 

(b) 

(c) 

(d) 

N

o. 

18 

of 

20

12

. 

N

o

. 

1

8 

o

f 

2

0

1

2. 

(e) "accounting officer" has the meaning given by section 2(1) of 

the Public Finance Management Act, 2012;" 

in the definition "Consolidated Fund", by deleting the words "of 

Kenya", 

by deleting the definition of "the Constitution" and replacing it 

with the following- 

"Constitution" means the Constitution of Kenya, 2010 adopted 

and enacted by the people of Kenya and published in the Gazette 

on the 27th August 2010; and 

by deleting the definition of "receiver of revenue" and replacing 

it with the following— 

"receiver of revenue'  

 in relation to national government revenue, means a receiver of 

national revenue designated under section 75 of the Public 

Finance Management Act, 2012; and 

(ii) in relation to county government revenue, means a receiver of 

county revenue designated under section 157 of the Public 

Finance Management Act, 2012; 

by deleting the definition "the Treasury" and replacing it with the 

following  

"National Treasury" means the National 

Treasury established by section I I of the Public 

Finance Management Act, 2012"' 

 (f) in the definition "written law"  
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(i) b

y 

d

e

l

e

t

i

n

g 

t

h

e 

e

x

p

r

e

s

s

i

o

n

"

o

r

" 

i

n 

p

a

r

a

g

r

a

p

h 

(b); 

(ii) by inserting the expressibn"or" at the end of 

paragraph (c), and 

(iii) by adding the following paragraph after 

paragraph  

"(d) any county legislation as defined in Article 260 of the 

Constitution," 

2. The Permanent Secretary to the Treasury 

(Incorporation) Act is amended by deleting "Permanent 

Secretary" wherever occurring and substituting it with 

"Cabinet Secretary". 

3. Section 20(1)(1) of the Urban Areas and Cities 

Act 

201 1 is deleted and replaced by the following— 

'prepare and submit its annual budget estimates to the 

relevant County Treasury for consideration and submission 

to the County Assembly for approval as part of the annual 

County Appropriation Bill". 

 SECOND SCHEDULE  (s. 210) 

SAVINGS AND TRANSITIONAL PROVISIONS 

l. On the commencement of this Act, and in line with Article 

262 (15) of the Constitution, the National Treasury shall prior to 

the establishment of the county government, deploy such staff to 

that county as may be necessary to support the county in  

(a) carrying out its responsibilities under this Act; and 

(b) performing its functions under the Constitution 

relating to matters of public finance. 

Amendment of Cap 
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101 

Amendment Of 

section 20(1) of 
Urban Areas and 

Cities Act, 201 1 . 

Deployment of staff to county government. 

Perïòtmance2. On the commencement of this Act, and pending the functions or 

Accouni.ag establishment of the Accounting Standards Board, 

the 

Board. functions  zoafd as provided for under lhii Act shall 

continue to be performed by the relevant National Treasury 

department. 

Abolition of Treasury. 
    On the commencement of this ACI  

(a) the office known as the Treasury, as in existence

 immediately before that commencement, is 

abolished: and subject to this Act, the National 

Treasury becomes responsible for any matter for 

which the Treasury was responsible but which was 

not completed before that commencement. 

(2) On the commencement of this Act, all public 

officers employed in the Treasury as in existence immediately 

before that commencement, become public. officers employed in 

the National Treasury on the same terms and conditions as those on 

which they were employed immediately commencement. 
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(3) Any reference to the Treasury in a written law is to 

be read as a reference to the National Treasury. 

Principal Secretary 4. (l) On the commencement of this Act, any Treasury.the 

'National reference to the Principal Secretary to the National Treasury in a written 

law is to be read as a reference to the Permanent Secretary to the Treasury until the 

first election held under the Constitution. 

Accounting officers, 5. A person holding office as an accounting officer shall 

continue in office until the Cabinet Secretary designates otherwise. 

Receivers of revenue. 6. A person holding office as a receiver of revenue continues 

in office until the Cabinet Secretary designates otherwise. 

Contingencies Fund.(l) On the commencement of this Act— 

cap. 425, 

(a) the Civil Contingencies Fund in operation under the Civil 

Contingencies Fund Act is 
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abolished; and 

(b) any money held in that Fund is 

payable into the Contingencies 

Fund established by Article 208 of 

the Constitution. 

(2) Any reference to the Civil Contingencies Fund in 

a written law is to be read as a reference to the Contingencies 

Fund established by Article 208 of the Constitution. 

 8. Despite the repeal of the National Government Guarantee limit. 

Guarantee (Loans) Act, 201 1, by this Act, the limit of contingent 

liability established by resolution of the National Assembly on the 

1 6th June 201 1 under that Act continues in effect, until such time 

as the National Assembly sets a financial limit under section 51 

of this Act. 

Novi8 0f201 1 

Cap. 461 

9. Any public fund that was established before the coming 

into operation of this Act and was in existence immediately 

before the coming into operation of this Act is continued as a 

public fund under this Act. 

Existing public 

funds 

10. Any regulations, directions or instructions that were 

made or issued under legislation that is repealed by this Act and 

that were in force immediately before the coming into operation 

of this Act shall, so far as not inconsistent with this Act, remain 

in force until regulations or instructions under this Act come into 

force. 

Existing 

regulations. 

 1 1. (l ) The regulations may contain provisions of a Power to make 

savings or transitional nature, not inconsistent with this savings and 

transitional 

Schedule, consequent on the enactment of this Act. regulations, 

(2) Any such provision may, if the regulations so 

provide, take effect from the date of assent to the Act 

concerned or a later date. 

(3) To the extent to which any such provision 

takes effect from a date that is earlier than the date of its 

publication in the Gazette, the provision does not operate so 
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as— (a) to affect, in a manner prejudicial to any person (other 

than the national government or any of its entities or a county 

government or any of its entities), the rights of that person 

existing before the date of its publication; or 
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Timeline for 

implementation of 

program budget 

Issues relating to 
repeal of the 
Local 

Government Act 
Cap. 265 

Cash disbursement to 
county governments. 

Existing public offices 
of the Accountant-
General and Internal 
AuditorGeneral 

No. 5 of2004 

Existing debt limit 

(b) 

t

o 

i

mpose liabilities on any person (other than the 

national government or any of its entities or a 

county government or any of its entities) in 

respect of anything done or omitted to be 

done before the date of that publication. 

12. ( l) The implementation of programme budgets 

shall commence in 2013/14 financial year for the national 

government and in the 2014/15 financial year for the county 

governments constituted under Chapter eleven of the 

Constitution. 

13. All issues that may arise on the repeal of the 

Local Government Act by the County Government Act, that are 

related to this Act, shall be dealt with and discharged by the body 

responsible for matters relating to transition. 

14. For the period in between the first general 

elections under the Constitution and the end of the first financial 

year following the first general elections, cash disbursements to 

the county governments shall be on quarterly basis and in 

accordance with the transfer of functions to county governments. 

15. On the commencement of this Act, the public 

service offices of the Accountant-General and the Internal 

AuditorGeneral established under the Government Financial 

Management Act (now repealed) shall continue in existence as 

offices of the National s Treasury established under section I 

I(2)(c) of this Act. 
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16. D

espite the repeal 

of the External Loans and Credit 

Cap. 422 Act by this Act, the debt liinit set by the National Assembly as 

 
in existence at the commencement of this Act, shall continue in 

effect until such time as the National Assembly sets another debt 

limit under section 50(2) of this Act. 


