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PREFACE
ESTABLISHMENT AND MANDATE OF THE COMMITTEE

Article 124 (1) of the Constitution of Kenya provides that each House of Parliament
may establish committees and shall make Standing Orders for the orderly conduct of its

proceedings, including the proceedings of its committees.

Parliamentary committees consider policy issues, scrutinize the workings and
expenditures of the National and County Governments, and examine proposals for
legislation. The end result of any process in Committees is a report, which is tabled in

the House for consideration.

The Senate Standing Committee on Finance and Budget is established under Section
8(1) of the Public Finance Management (PFM) Act, Cap 412A and standing order 228
of the Senate Standing Orders and is mandated to-
a) investigate, inquire into, and report on all matters relating to coordination,
control, and monitoring of the county budgets and examine -

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

(i) the report on the budget allocated to constitutional Commissions and
independent offices;

(iii) the Division of Revenue Bill, the County Allocation of Revenue Bill,
the County Governments Additional Allocations Bill, and the cash
disbursement schedules for county governments;

(iv) all matters related to resolutions and Bills for appropriations, the
share of national revenue amongst the counties, matters concerning
the national budget, including public finance and monetary policies
and public debt, planning, and development policy; and

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

Controller of Budget on the implementation of the budgets of county

governments.
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MEMBERSHIP OF THE COMMITTEE

The Standing Committee on Finance and Budget was constituted by the Senate of the

Thirteenth (13™) Parliament on Thursday, 13" October, 2022 during the First Session.

The Committee was later reconstituted on Wednesday, 12 February, 2025, during the

Fourth Session. The Committee as currently constituted is comprised of the following

Members-
1) Sen. (Capt.) Ali Ibrahim Roba, EGH, MP
2) Sen. Maureen Tabitha Mutinda, MP

3) Sen. (Dr.) Boni Khalwale, CBS, MP

4) Sen. Mohamed Faki Mwinyihaji, CBS, MP

5) Sen. Richard Momoima Onyonka, MP

6) Sen. Shakila Abdalla Mohamed, MP

7) Sen. Eddy Gicheru Oketch, MP

8) Sen. Mariam Sheikh Omar, MP

9) Sen. Esther Okenyuri, MP

Chairperson
Vice-Chairperson
Member

Member

Member

Member

Member

Member

Member
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CHAIRPERSON’S FOREWORD
The Division of Revenue Bill, 2025 (National Assembly Bills No. 10 of 2025) was
published vide a Kenya Gazette Supplement No. 38 of 2025. The Bill was introduced
in the National Assembly, debated and passed without amendments on Wednesday, 9"
April, 2025. Consequently, in accordance with Article 110(4) of the Constitution, the

Bill was referred to the Senate for consideration.

The Bill was read a First Time in the Senate on Wednesday, 16" April, 2025.
Consequently, pursuant to standing order 145 of the Senate Standing Orders, the Bill
was committed to the Standing Committee on Finance and Budget for consideration
and facilitation of public participation.

The Division of Revenue Bill, 2025 (National Assembly Bills No. 10 of 2025) is
prepared in line with Article 218 of the Constitution. It provides for vertical equitable
sharing of revenue raised nationally between the national and county governments in
the Financial Year (FY) 2025/26 in accordance with Articles 202(1) and 203 of the
Constitution.

The projected revenue collection for the FY 2025/26 is estimated at Ksh.2,835.040
billion. Out of this, the National Governments share is Ksh.2,419.382 billion,
representing 85.33% of the total revenue, while the proposed county governments’

equitable share is Ksh.405.069 billion representing 14.28% of the total revenue.

The Bill indicates that the proposed county governments’ equitable share is 25.79% of
the most recent audited revenue for the FY 2020/2021 approved by the National
Assembly. The County equitable share is proposed to increase by 4.5% from a baseline
of Ksh.387.425 billion (allocated in FY 2024/2025).

The Bill also provides an allocation to the Equalization Fund for the FY 2025/2026
totaling to Ksh.10.589 billion, of which, Ksh.7.852 billion is 0.5% of the FY 2020/21

audited and approved revenue, as per Article 204 of the Constitution and Ksh.2.736
billion is for fund arrears.
It is worth noting that during consideration of the 2025 Budget Policy Statement

approved by the Senate, the Senate made some key financial recommendations with
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regard to the division of revenue. Notably, the Senate recommended county

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

The recommendation was informed by the need for county governments to meet new
non- discretionary financial obligations relating to housing levy deductions, enhanced
contributions to the National Social Security Fund (NSSF), matching allocations for the
County Integrated Industrial Parks (CAIPS), matching allocations for Community
Health Promoters Program, procurement of new medical equipment, meting the

outstanding obligation under Doctors CBA, annual wage drift.

Following the referral of the Bill to the Standing Committee, and pursuant to Article
118 of the Constitution and standing order 145(5) of the Senate Standing Orders, the
Committee facilitated public participation and took into account the views and
recommendations of the public in its report. An advert inviting the general public to
submit memoranda on the Bill was published in two newspapers of nationwide

circulation on 19*" April, 2025.

During consideration of the Bill, the Committee held three (3) meetings (Annex 2-
minutes of the Committee) and received submissions from the following key
stakeholders -

a) The National Treasury and Economic Planning;

b) The Council of Governors (CoG);

¢) The Commission on Revenue Allocation;

d) A joint submission from The Institute of Certified Public Accountants of

Kenya (ICPAK) and Bajeti Hub;
¢) The County Assembly Forum (CAF);
f) The Kenya Devolution Civil Society Organization Working Group; and

g) The Coast Civil Society Network for Human Rights

Observations
The Committee made several observations, ampng them-
a) There has been marginal growth in the county equitable share from previous

financial years, despite the substantive growth in shareable revenue. In Y
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b)

¢)

d)

g)

2025/26 while sharcable revenue is estimated to grow by 10.1 percent
(Ksh.259.1 billion increase), counties are proposed to get an increase of Ksh.1 ik
billion from this revenue growth.

Noting that over the years, the county equitable share has on average been 2.23%
of GDP, and FY 2025/26 nominal GDP is projected to be Ksh.19,272 billion,
Ksh.387.425 billion should be adjusted to ensure county equitable share
percentage of GDP is maintained at the same level.

Whereas there have been consistent allocations and appropriations 1o the
Equalization Fund by Parliament, there has been a delay in transfers to the Fund.
The total disbursement to the Fund as of June, 2024 was Ksh.13.4 billion out of
the total entitlement of Kshs.62.4 billion.

The Bill uses the most recent audited and approved accounts of revenue for FY
2020/21, amounting to Ksh.1,570.6 billion. However, the National Assembly on
5" April, 2025, approved the audited accounts of revenue of
Ksh.1,920,434,085,078 as the total nationally collected revenue of FY 2021/22.
Following the change in the most recent audited and approved accounts of
revenue (from Ksh.1,570.6 billion to Ksh.1,920.4 billion), the -allocation to
Equalization Fund must be adjusted in order to meet the constitutional obligation
under Article 204(1).

Clause 3 on the object and purpose of the Bill makes reference to Article 203(2)
of the Constitution instead of Article 202(1) which provides for the sharing of
revenue raised nationally between the two levels of government.

County government expenditure needs have sharply grown due to increase in
non-discretionary expenditures such as contribution to housing levy, NSSF,
Social Health Insurance Fund, Matching of contribution to County Aggregated
Industrial Parks, annual wage drift among others.

As submitted by the Cabinet Secretary, National Treasury and Economic
Planning, the projected sharable revenue for FY 2025/26 had been revised from

Ksh.2.835 billion to Ksh.2,757 billion.
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Recommendations

Having considered the Bill and submissions from the stakeholders, the Committee
recommends that the Senate approves the Bill with the following amendments —

a) Clause 3 be amended to make reference to Article 202(1) of the Constitution
which requires revenue raised nationally be shared equitably between the
National and county levels of government, and

b) The Schedule to the Bill be amended to reflect the following-

i) The total sharable Revenue Ksh.2,756,978,546,059;

ii) The most recent account of revenue as approved by the National
Assembly as Ksh.1,920,434,085,078 for FY 2021/22;

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

iv) County government share — Ksh. 465,001,459,673;

v) Allocation to the Equalization Fund - Ksh.9,602,170,425 (0.5% of
most recent approved accounts of revenue); and

vi) The Equalization Fund arrears- Ksh.2,736,739,351.
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CHAPTER ONE
OVERVIEW OF THE DIVISION OF REVENUE BILL, 2025

Legal provisions governing the Division of Revenue between National and
County Governments.
The Division of Revenue Bill is prepared in accordance with the provisions of
Article 218 of the Constitution. The law mandates that a Division of Revenue Bill
be introduced in Parliament at least two months before the end of each financial
year. The Bill aims to allocate revenue raised nationally between the national and
county government levels. A
The 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 national and county governments. Furthermore, section 191(2) of the Public
Finance Management Act (Cap. 412A) stipulates that the Division of Revenue Bill
should specify the share of each level of government of the revenue raised nationally
for the relevant financial year.
Article 218(2) of the Constitution and section 191(5) of the Public Finance
Management Act (Cap. 412A) indicate that the legislative proposal on the Division
of Revenue should be accompanied by a memorandum that explains the following-
i how the Bill takes into account the criteria listed in Article 203(1) of
the Constitution
ii. the extent of the deviation from the Commission on Revenue
Allocation’s recommendations
iii.  the extent, if any, of deviation from the recommendations of the
Intergovernmental Budget and Economic Council; and
iv.  any assumptions and formulae used in arriving al the respective
shares.
The criteria for determining the equitable shares to each level of government 1S
exclusively provided for in Article 203 of the Constitution. The minimum equitable
share to county governments is provided for in Article 203(2), where it is specified

that for every financial year, the equitable share of the revenue raised nationally that
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is allocated to county governments shall be not less than fifteen percent of most

recent audited accounts of revenue collected by National Government, as approved

by the National Assembly.

1.2 Consideration of the Division of Revenue Bill, 2025 by Parliament.

5. Article 110(4) of the Constitution requires that if any Bill concerning county
government has been passed by one of the Houses of Parliament, the Speaker of that
House shall refer it to the Speaker of the other House. The other House is required
to consider the Bill and pass it in the form it was passed by the originating House,
pass it in amended form, or reject the Bill.

6. The Division of Revenue Bill, 2025 (National Assembly Bills No. 10 of 2025) was
published on 12" March, 2025 and subsequently presented to the National Assembly
for consideration. The National Assembly upon deliberation, passed the Bill without
amendments on Wednesday, 9th April, 2025. The Bill was thereafter forwarded to
the Scnate for consideration under the provisions of Article 110(4) of the
Constitution and standing orders 41 and 142 of the National Assembly Standing
Orders.

7. The Bill was read a First Time in the Senate on 16" April, 2025, and pursuant to
standing order 145 of the Senate Standing Orders it was committed to the Standing
Committee on Finance and Budget. The Committee was required to facilitate and
undertake public participation on the Bill and prepare a report to the Senate, taking

into account the views and recommendations of the public.

1.3 Analysis of the DORB, 2025.

8. The projected total shareable revenue for the FY 2025/26 is Ksh.2,835.0 billion.
This represents a 7.7 percent growth (203.4 billion increase) in shareable revenue
from the projected Ksh.2,631.4 billion for Y 2024/25. The shareable revenue as
provided in the Bill is informed by the performance trends of ordinary revenues of

the government.

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

2025/26. the Bill proposes to allocate Ksh.2,419.4 billion to the National
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