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PITEF'ACII

ESTABLTSHMENT AND MANDATE OF THE COMMITTEE

Arrictc 124 (l) o1'thc Constitution of Kenya provides that each I{ouse of Parliament

n.ray cstablish committces and shall make Standing Orders for the orderly conduct of its

procccdings, including the proceedings of its committees'

parliamentary committees consider policy issues, scrutinize the workings and

cxpenditures of thc National and County Governments, and examine proposals for

lcgislation.'l'hc cnd rcsull of any process in Cornmittees is a rcport, which is tablcd in

thc Housc lbr consideration.

'l'he Scnale Standing Committee on Finance and Budget is established under Section

8(l) of thc Public l.'inance Managemenl erM) Act, Cap 4l2Aand standing order228

of thc Senate Standing Orders and is mandated to-

a) invcstigate, inquire into, and report on all matters relating to coordination,

control, and monitoring of the county budgets and examine -

(i) the Iludget Policy Statement presented to the Senate;

(ii) the rcport on the budget allocated to constitutional Commissions and

indePendent offices;

(iii) the Division of Revenue Bill, the County Allocation of Revenue Bill'

thc County Governments Additional Allocations Bill, and the cash

disbursement schedules for counfy governments;

(iv) all matters relatcd to resolutions and Bills for appropriations, the

share of nalional revenue amongst the counties, matters conceming

thenationalbudget,includingpublicfinanceandmonetarypolicies

and public debt, planning, and development policy; and

b) Pursuant to Article 228 (6) of the Constitution, to examine the report of the

ControllerofBudgetontheimplementationofthebudgetsofcounty

governments.

\(.'l',t11 R"'port urt Dit'i.tiott,'f Rev:nua Bill :0254l
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CHAIRPERSON'S FOREWORD

'l'he Division of Revenue l\111, 2025 (National Assembly Bills No' 10 of 2025) was

published vidc a Kenya Gazette Supplement No. 38 of 2025. The Bill was introduced

in the National Assembly, debated and passed without amendments on Wednesday, 9'l'

r\pri],2025. Consequently, in accordance with Article li0(4) of the Constitution, the

I] ill was rcl-errcd to thc Senate for consideration'

'l'he Bill was read a Irirst 'l'ime in the Senate on wednesday, 16th Aprll,2025.

Consequently, pursuant to standing order 145 of the Senate Standing Orders, thc Bill

was commitled to the Standing Commitlee on Finance and Budget for consideration

and Iacilitation of public participation.

'fhe Division of Revenue Bill, 2025 (National Assembly Bills No. 10 of 2025) is

prepared in lir-rc with Article 218 of the Constitution. It provides for vertical equitable

sharing of rcvenuc raiscd nationally between the national and county govcmments in

tl.rc l;inancial Ycar (l;Y) 2025126 in accordancc with Arriclcs 202(l) and 203 of the

Constitr-rtion

'l'hc projected rcvenue collection for the FY 2025/26 is estimated at Ksh.2,835'040

billion. Out of this, the Nationai Governments share is Ksh.2,419.382 billion,

rcpr.cscnting 85.33% of thc total rcvenue, while the proposed county govcmments'

cquitablc share is Ksh.405.069 billion represenling l4.28Yo of the total revenue '

'l'he Bill indicatcs that thc proposed counfy governments' cquitable share is 25.79% ot

tlre most rcccnt auditcd revenue for the FY 2020/2021 approved by the National

Asscnrbly. 'l'hc County cquitablc sharc is proposed to increase by 4.5% fl'om a bascline

o I Ksh. 3 8 7.42 5 bi llion (allocatcd in l'Y 2024 /2025) -

'l'he Bill also provides an allocation to the Equalization Fund for the FY 202512026

totaling to Ksh.10.589 billion, of which, Ksh.7.852 billion is 0.5% of thc t'-Y 2020121

audirc<l and approvcd rcvenLle, as per Article 204 of the Constitution and Ksh2.136

l,,illion is lirr lirnd urlcLtrs

It is worth noting that during consideration of the 2025 Budget Policy Statement

approvcd by the senate, thc Senate made some key financial recommendations with

/ d ll llt'/tttr t ,,n l)it'i;iott ttl'll.tt'tnrr l)ill ln256l



rcgard to thc division of revcnuc. Notably, the Senate recommended c0unty

govcrnmcnts equitable share allocation of Ksh.465.0 billion for FY 2025/26.

'fhe rccommendation was informed by the need for county governments 1cl meet new

non- discrctionary linancial obligations relating to housing levy deductions, cnhanccd

contributions to the Nalional Social Sccuriry Fund (NSSF), matching allocations 1br the

counry Intcgratcd Industrial Parks (GAIPS), matching allocations lbr Community

Ilcalth Pro[roters Program, procurcment of new medical equipment, meting the

orrlstanding obligation undcr I)octors CBA, annual wage drift'

|ollowing thc relerral of the Bill to the Standing Committee, and pursuant to Article

I l8 of thc Constitution and standing order 145(5) of the Senate Standing Orders, the

Committcc facilitated public parlicipation and took into account the views and

rccomrncndations of thc public in its report. An advert inviting the gencral public to

submit nrcrnoranda on thc llill was published in two newspapers of nationwidc

circulation on 19tl' April,2025.

During considcralion of the Bill, the Committee held three (3) meetings (Annex 2-

minutcs of thc Committce) and received submissions from the following key

stakcholdcrs -

a) 'l'he National Treasury and Economic Planning;

b) 1'hc Council of Governors (CoG);

c) 1'he Commission on Revenue Allocation;

d) A joint submission liom lhe Institute of Certified Public Accountants of

Kcnya (ICPAK) and Bajeti Hub;

e) the CountY AssemblY Forum (CAF);

f) 'Ihe Kcnya Devolution civil Sociery organization working Group; and

g) 'l'hc Coast Civil Society Nctwork for Fluman Rights

0bservations

'fhe Committee made several observations, ampng them-

a) 'fhcre has been marginal growth in the counfy equitable share from previous

financial ycars, dcspitc the substantive growth in shareable revenue. In FY

7 | \( '1. (\ tl llL'l't)t t "n l)itititttt t'/ lle wntt lJill )0-"5
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2025126 while shareable revenue is estimated to grow by 10'1 percent

(Ksh.259. I billion increase), counties are proposecl to get an increase of Ksh' 17'7

billion trom this revenue gromh.

b) Noting that ovcr the years, the county equitable share has on average been2'230k

of GDP, and FY 2025126 nominal GDP is projected to be Ksh.19,272billion,

Ksh.387.425 billion should be adjusted to ensure counry equitable share

pcrccntage of GDP is maintained at the samc level'

c) Whereas lhere havc been consistent allocations and appropriations to the

lrqualization Fund by Parliament, there has been a delay in transfers to the Fund'

'llre total disbursement to the Fund as of June, 2024 was Ksh. l3'4 billion out of

thc total entitlemcnt of Kshs.62.4 billion'

d) 'l.hc llill uscs the most rccent audited and approved accounts of revenue forl:Y

2O2Ol2l , amounring to Ksh. 1,570.6 billion. However, the National Assembly on

l5th April, 2025, approved the audited accounts of rcvenue of

Ksh. 1,920,434,085,078 as the total nationally collected revenue of FY 2021122.

c) |ollowing thc change in the most recent audited and approved accounts of

rcvcnuc (fi.om Ksh. 1,570.6 billion to Ksh. 1,920.4 billion), the allocation to

Iiqr.ralization Fund must be adjusted in order to meet the constitutional obligation

under Article 204(1).

I) Clausc 3 on thc object and purpose of the Bill makes reference to Article 203(2)

ol'thc Constitution instead ol'Arlicle 202(1) which provides for the sharing of

l'cvcnuc raiscd nationally between the two levels of government'

g) County government expenditure needs havc sharply grown due to increase in

non-discrctionary expenditures such as contribution to housing levy, NSSF'

Social Flealth Insurance I'-und, Matching of contribution to County Aggregated

Industrial l)arks, annual wage drift among otl'rers'

lr)AssubmittcdbytheCabinetsecretary,National.l.reasuryandl]conomic

Planning,theprojectedsharablerevenueforFY2025126hadbeenrevisedfrom

Ksh.2,835 billion to Ksh.2,751 biltion.

\'('l:& lt llrlot t on l)ivi:iitttt ol llL'\'i:rurc lJill :0]58l
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llcconr nrcntlations

Having considcrcd thc llill ar1d submissions from the stakeholders, thc Committee

recommcnds that the Senate approves the Bill with the following amendments -
a) Clause 3 be amended to make reference to Article 202(1) of the Consdrution

which rcquires revenuc raised nationally be shared equitably between thc

National and sounty levcls ol'governmcnt; and

b) 'l'hc Schedule to thc Bill be amended to reflect the following-

i) 1'he total sharable Revenue Ksh.Z,756,978,546,059;

ii) 1'he most recent account of revenue as approved by the National

Asscmbly as Ksh.1,920,434,085,078 for FY 2021122;

iii) National Government share - Ksh.2,279,638,176,610;

iv) County govemrnent share - Ksh. 465,001 ,459,673;

v) Allocation to the Equalization Fund - Ksh.9,602,170,425 (0'5% of

most rccent approved accounts ofrevenue); and

v i)'l'hc I jclualization Fund arrears- Ksh.2,7 3 6,1 39,3 5 |'

(
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CHAPTER ONE

OVERVIEW OF TIIE DIVISION OF REVENUEBTLL,2025

l.l Legal provisions governing the Division of Revenue between National and

County Governments.

1. thc Division of Itevenue Bill is prepared in accordance with the provisions of

Articlc 218 0f thc constitution. 'lhe law mandates that a Division of Revenue Bill

bc introduccd in Parliament at least two months before the end of each financial

year. 'l'he Bill aims to ailocate revenue raised nationally befween the national and

county government levels.

2. l'he sharing of revenue contemplated in Article 218 is anchored in Article 202(1) of

the Constitution, which dictates that revenue raised nationally be shared equitably

among lational and county governments. Fulhermore, section 191(2) of the Public

Irinance Managemcnt Act (Cap. 412A) stipulates that the Division of Revenue Bill

should specify the share ofeach level ofgovernment ofthe revenue raised nationally

lot the relcvanl financial Ycar.

3. Arriclc 2ls(2) of thc constitution and scction 191(5) of' the Public Finance

Managcmcnt Act (Cap. 412A) indicate that the legislative proposal on the Division

o1'Revcnue should be accompanied by a memorandum that explains the following-

i. how the Bill takes into account rhe criteria listed in Article 203(1) o.f

lhe Conslilution

ii,theextentofthedeviation/iomtheCommissiononRevenue
Allocati on's rec ommendations

iii. Ihe extent, rf any, of deviation from the recommendations of the

Intergovernmental Bttdget and Economic Council; and

iv. any assltmptions and formulae used in arriving qt the respective

shares.

4. 'fhc criteria for determining the equitable shares to each level of government is

exclusivcly provided for in Article 203 of the Constitution. The minimum equitable

sharc ro counry govcrrunents is provided for in Article 203(2), where it is specified

that lbr evcry financial year, the equitable share ofthc revenue raised nationally that

\('ttrl8 lltlar t on l)irisittrt tf lirtnn: llill :0)512 I



is allocatcd to county govcrnmcllts shall be no1 less than fiftecn percent of nrost

rcccnt auditcd accounts of revcnue collected by National Government, as approved

by thc National AssemblY.

1_2 Considcration of the Division of Revenue Bill, 2025 by Parliament.

5. Arricle 110(4) of thc Constitution rcquires that if any Bill concerning county

goverrunent has been passed by one of the I louses of Parliament, the Speaker of that

I-lousc shall refer it to the Speaker of the other House.'I'he other House is required

to consi<jcr thc Ilill and pass it in the form it was passed by the originating Llouse,

pass it ir.r arncndcd form, or re.icct thc llill.

(r. 'l'hc Division of I{cvcnuc l\111,2025 (National Assembly Bills No. 10 of 2025) was

publishcd on 12tr,March, 2025 andsubsequently presented to the National Asscmbly

ibr considcration. 'lhe National Assembly upon deliberation, passed the Bill without

arncndmcnts on wcdncsday, 9th April, 2025.The Bill was thereafter forwarded to

rhc Scnarc lbr considcration under the provisions of Article 110(4) of thc

Constiturion and stanciing orders 4l and 142 of the National Assembly Standing

Orders.

7. l'he Ilill was rcad a First'lime in the Senate on 16tl' April,2025, and pursuant to

standing ordcr 145 o[ thc Senate Standing Orders it was committed to the Standing

Committce on Financc and Budgct. l'he Commiftee was required to facilitate and

underrakc public participation on the Bill and prepare a report to the Senate, taking

into account thc views and recommendations of the public'

1.3 Analysis of thc DOltB,2025'

8. 'l'hc projected total shareable revenue for the FY 2025/26 is Ksh'2,835'0 billion'

'lhis represenrs a7,l percent growth (20j.4 billion increase) in shareable revenue

Iiom thc projected Ksh.2,63 1.4 billion for FY 2024125. 'fhe shareable revenue as

pr.ovidcd in the Bill is inibrmed by the performance trends of ordinary revenues of

the govcrnmcnt.

9. Out of the sct target collection of Ksh.2,835.0 billion as shareable revenue for FY

2025126,thcI}illproposestoallocateKsh.2,4lg.4billiontotheNational

:('l dll !l,rrittr ,,n Ditisiott ttflltwnue llill )01513 I


