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REPUBLIC OF KENYA

THE NATIONAL TREASURY AND ECONOMIC PLANNING

	THE REGULATORY IMPACT STATEMENT


IN THE MATTER OF PUBLIC PARTICIPATION ON: 

THE DRAFT LEGAL NOTICE ON THE PUBLIC FINANCE MANAGEMENT (E-CITIZEN SYSTEM MANAGEMENT) REGULATIONS, 2026 BY THE NATIONAL TREASURY AND ECONOMIC PLANNING.

1. The proposed Legal Notice seeks to establish a comprehensive regulatory framework for the governance, management, and operation of the e-Citizen System, the Government of Kenya's official digital portal for public service access and government revenue collection. The Regulations are made in exercise of powers conferred by section 205 of the Public Finance Management Act (Cap. 412A).
The objectives of the proposed Regulations are to:
a. provide a legal basis for mandating all national government entities and county government entities to onboard their payment processes onto the System and cease operating separate revenue bank accounts;

b. establish a unified Government digital platform for accessing and paying for national and county government services;

c. promote transparency, accountability, and efficiency in public financial management through standardized electronic revenue collection and reporting mechanisms;

d. enhance interoperability and integration between Ministries, Departments, Agencies, County Governments, and other public entities in the delivery of digital services;

e. facilitate secure electronic payments through approved payment service providers and structured settlement mechanisms;

f. strengthen audit trails, financial reporting standards, and data governance practices in accordance with constitutional and statutory requirements;

g. improve service delivery by providing citizens, businesses, and other users with convenient, accessible, and inclusive digital public services; and

h. support digital transformation of Government operations through structured onboarding of public services onto the e-Citizen System.
2. The effect of the proposed gazettement of the Legal Notice includes the following:
a. establishment of the e-Citizen System as the official Government online portal for payment and access to public services;

b. consolidation of public revenue collection channels into a standardized and regulated digital platform;

c. improved coordination between national and county governments in financial reporting and reconciliation processes;

d. enhanced accountability through automated transaction records, audit trails, and periodic system audits;

e. improved efficiency in settlement of revenues to the Consolidated Fund, County Revenue Funds, and respective public entities;

f. strengthened data security, confidentiality, and compliance with applicable data protection and access to information laws; and

g. increased public confidence in Government digital services due to improved service accessibility, transparency, and responsiveness.
3. Possible alternatives and practicable means of achieving the foregoing objectives, including other regulatory as well as non-regulatory options:
This Part considers whether the proposed Regulations represent the most appropriate form of government action for governing the e-Citizen System. The Statutory Instruments Act (Cap. 2A) requires a regulator to conduct an early and informed comparison of regulatory and non-regulatory policy measures, taking into account relevant issues such as costs, benefits, distributional effects, and administrative requirements.

The development of these Regulations seeks to address persistent challenges in the governance, accountability, and financial management of the e-Citizen System. Prior to the proposed Regulations, the System operated without a comprehensive legislative framework, leading to governance gaps, alleged unaccounted revenues, and inconsistent settlement practices across Ministries, Departments, Agencies (MDAs), and County Governments (CGs).

The following three options were evaluated:

Option One: The Status Quo

Maintaining the status quo means there are no formal Regulations governing the e-Citizen System's operations. The System would continue to function under Executive Orders and administrative directives, without a statutory framework for revenue collection, settlement, and accountability.

This option is untenable for the following reasons:

· Public entities would continue using multiple, uncoordinated payment platforms;

· Financial reporting and reconciliation processes would remain inconsistent and prone to delays or inaccuracies;

· There would be limited enforceability of digital governance standards across Government institutions; 

· Opportunities for enhancing transparency, accountability, and efficiency through integrated systems would remain under-utilized.

· MDAs independently onboarded services without standardized processes, resulting in different reporting formats, unaudited financial statements, and oversight failures and;
· Maintaining the status quo would perpetuate these vulnerabilities and expose public funds to further misappropriation and fraud.

Option Two: Application of Administrative Measures

This option would involve the National Treasury issuing policy guidelines, circulars, and administrative directives to govern e-Citizen operations, without statutory backing. Administrative action could include establishing governance committees by gazette notice, prescribing settlement timelines, and issuing standard operating procedures for MDAs.

While administrative measures can achieve some objectives in the short term, this option presents significant limitations:

· Administrative measures do not have the force of law and may be challenged in court. They cannot impose binding obligations on county governments or compel MDAs to cease operating separate revenue accounts.

· Policy guidelines are dependent on the goodwill of implementing officers and may be overridden by subsequent administrative decisions, creating instability.

· The absence of a statutory basis for the access fee schedule would expose the Government to continued legal challenges from members of the public regarding the legality of charges.

· Effective revenue accountability — including mandatory audit trails, electronic receipt issuance, and data protection compliance — requires statutory grounding to be enforceable.

· Given the scale of revenues involved (over half a billion collected daily through the platform as at 2025) and the audit findings, administrative measures alone are insufficient to guarantee systemic accountability.

Option Three: Adoption of the Proposed Regulations (Preferred Option)

The development and adoption of these proposed Regulations under section 205 of the PFM Act (Cap. 412A) will provide the System with a comprehensive, enforceable statutory framework. This is the preferred option and the most effective means of achieving the stated objectives for the following reasons:

· The Regulations provide clear, legally binding obligations on all national and county government entities to onboard their services and payment processes onto the System — a mandate that cannot be effectively enforced through administrative measures alone.

· A gazetted access fee schedule (as set out in the First Schedule) replaces the previously ungazetted and irregularly charged convenience fee, ensuring legal compliance and public confidence.

· The establishment of statutory governance structures — a Steering Committee and a Multi-Agency Technical Committee — provides institutional oversight with clear mandates, reducing the governance gaps identified in the Auditor-General's audit.

· Statutory requirements for audit trails, electronic receipts, data management under the Data Protection Act, and settlement to the Consolidated Fund or County Revenue Fund address the systemic accountability failures identified in audit reports.

· The Regulations create legal clarity on the obligations of payment service providers, the role of the National Treasury, and the functions of the Cabinet Secretary responsible for e-Citizen services — resolving ambiguities that have fuelled governance controversies.

· Regulatory certainty will support the Government's ongoing programme to expand the System to over 22,000 services, attract responsible payment service providers, and sustain the positive revenue performance achieved since centralisation.
Regulation should be the last resort in realising policy objectives. However, considering the foregoing analysis, the development of these Regulations is the preferred and most effective option. The statutory framework provides the legal certainty, enforceability, and accountability necessary to govern a system that processes billions of shillings of public revenue daily.

4. Assessment of costs and benefits of the proposed Regulations:

4.1  Background and Context

Since its inception in 2014, the e-Citizen platform has processed over 17 million applications and collected over KSh 95 billion in government revenues. By FY 2023/24, annual collections through the platform reached KSh 100.8 billion, with the platform hosting over 17,692 services onboarded from MDAs and county government entities. As at 2025, the platform hosted more than 22,000 services, attracts approximately 550,000 visits per day, and serves over 14 million registered users, with daily revenue collections of up to half a billion.

4.2  Costs

The costs associated with operationalising the proposed Regulations are as follows:

	Category of Cost
	Description

	Institutional Setup
	Establishment and operationalisation of the Steering Committee and Multi-Agency Technical Committee, including secretariat costs. These are expected to be absorbed within existing National Treasury budgetary allocations.

	System Maintenance
	Annual maintenance costs which are already incurred and will be rationalised under a proper legal and SLA framework with accredited payment service providers.

	Onboarding Compliance
	One-time costs for MDAs and county government entities to align their financial systems with the System's requirements within the 12-month transition period. These are primarily administrative and capacity-building costs.

	Capacity Building
	Training and capacity building for public entities on the effective use of the System, including revenue reconciliation and reporting in line with accounting standards. Costs to be borne by the National Treasury and respective MDA’s.

	Data Compliance
	Costs of ensuring data management practices comply with the Data Protection Act (Cap. 411C) and Access to Information Act (Cap. 7M), including system upgrades for data security and access control.


Administrative expenses for implementation of the Regulations are expected to be managed within existing National Treasury and respective MDAs allocations, with no material additional burden on the national budget.

4.3  Benefits

The benefits of the proposed Regulations are substantial, as outlined below:

(a)  Enhanced Revenue Accountability: The Regulations establish mandatory audit trails, electronic receipt issuance for every transaction, and regular audit requirements for the System..

(b)  Increased Government Revenues: Centralised payment gateway has already delivered measurable gains. A statutory framework will sustain and grow this momentum by expanding onboarding and reducing leakages.

(c)  Improved Service Delivery: The System's interoperability and integration capabilities — including APIs, unified identity management, and multi-device access — will improve citizen access to government services, reduce transaction costs, and support Kenya's digital economy agenda under Vision 2030.

(d)  Stronger Governance Architecture: The Steering Committee and Technical Committee provide structured oversight previously absent from the System, addressing the audit finding that MDAs onboarded themselves independently without clear approval frameworks.
(e)  National and County Government Alignment: The Regulations create a unified framework applicable to both levels of government, facilitating coordination, consistent reporting, and settlement to both the Consolidated Fund and County Revenue Funds.

(f)  Legal Certainty for Stakeholders: A statutory framework provides legal certainty for payment service providers, government entities, and members of the public — reducing the risk of contractual disputes, litigation over charges, and governance controversies that have previously attracted Parliamentary scrutiny and public concern.

5. Any other matters specified by the regulations:

The overall net impact of the proposed Legal Notice on the governance of the e-Citizen System is positive and strongly favours adoption. The Regulations provide a necessary statutory framework to address well-documented governance and accountability gaps in one of Kenya's most critical public financial management infrastructure systems.
Key ancillary matters are noted as follows:
(a)  Constitutional Compliance: The Regulations are framed in accordance with Article 226 of the Constitution of Kenya, 2010 (transparent financial management and standard financial reporting), and are consistent with the PFM Act (Cap. 412A), the Data Protection Act (Cap. 411C), the National Payment System Act (Cap. 491A), and the Access to Information Act (Cap. 7M).
(b)  Transition Arrangements: Regulation 23 provides for a twelve-month transition period within which all national and county government entities shall comply with the Regulations and cease operating separate revenue bank accounts — a proportionate and operationally realistic timeline.
(c)  Access Fee Fairness: The First Schedule prescribes a tiered access fee structure (KSh 0 for transactions below KSh 100 up to a maximum of KSh 100 for transactions over KSh 100,000), with Government-to-Government transactions exempt and provision for the Cabinet Secretary to waive fees for specified services. This is a significant improvement on the previously irregular flat-fee arrangement.
(d)  Interoperability: The Regulations mandate System interoperability with national registries (population, business, and tax registries), other government platforms, and payment service providers through standardised APIs and protocols — reinforcing the System's role as the backbone of Kenya's digital government infrastructure.
(e)  Audit and Oversight: Regulation 17 establishes mandatory periodic audits by the National Treasury, with audit trail requirements and Technical Committee review of audit reports, directly responding to Parliamentary concerns and Auditor-General findings.
(f)  Data Governance: Regulation 21 anchors data management in existing legislation, ensuring that the System's handling of personal data — covering over 14 million registered users — complies with the Data Protection Act and is subject to regulated public access through the Access to Information Act.
It is therefore recommended that the proposed Public Finance Management (E-Citizen System Management) Regulations, 2026, be adopted as proposed.
6. Draft copy of the proposed statutory instrument

Draft copies of the proposed Legal Notice are available on the National Treasury website at www.treasury.go.ke.
HON. FCPA JOHN MBADI NG’ONGO, EGH
CABINET SECRETARY
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