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CHAIRPERSON'S IOREWORD

This report conloins the proceedings of lhe Deportmentol commiltee on Finonce ond

Nolionol Plonning on the consideroiion of the Public Finonce Monogement (Amendment)

(No.2)BiI|,2024(NotionolAssemblyBillsNo.26ol2024),sponsoredbytheLeoderofthe
Mojority porty, Hon. Kimoni lchungwoh, EGH, MP. The Bill wos published on l6tn April, 2024.

It wos reod o Firsl Time on 191h June,2024 ond wos ihen commitled 1o the Commiltee for

considerolion ond tobling of report 1o lhe House pursuont to Stonding order 127.

The principol object of the Bill is lo omend the Public Finonce Monogement Act' Cop'

412A, lo olign the timelines for the possing ond consideroiion of lhe Finonce Bill by the

County Assemblies ond the Notionol Assembly.

ln complionce wilh Article 1 l8(b) of lhe Constitulion ond Stonding Order 127(3)' the Clerk

of lhe Notionol Assembly ploced on odverllsement in the print medio on 2\'r Jvne' 2024

inviling the public 1o submit memorondo by woy of wrillen stotements on the Bill'

ln oddition, the clerk of lhe Nolionol Assembly vide lelter Ref. No.NA/DDc/F&NP120241100

doled lTrh September 2024inviled key slokeholders 1o submil views on the Bill ond oltend

o public porlicipotion forum on 25rh seplember,2024. The memorondo were lo be

received on or before l5rh April. 2024 ol 5.00 pm (Eost Africon Time). By the close of lhe

submission deodline. the Commitlee hod received four memorondo'

On beholf of lhe Deportmenlol Commiltee on Finonce ond Notionol Plonning ond

pursuont 1o the provisions of Slonding Order 199(6), it is my singulor honour to present to

this House the Reporl of the Commiltee on i1s considerolion of the Public Finonce

Monogemen.t (Amendment) (No. 2) }il,2024 (Notionol Assembly Bills No. 26 of 2024l.Ihe

Commiilee is groleful lo the Offices of the Speoker ond Clerk of ihe Nolionol Assembly for

the logisticol ond lechnicol support occorded to il during its considerotion of the Bill.

Finolly. I wish to express my oppreciotion 1o the Honouroble Members of the Commit'tee

ond the Committee Secretoriol who mode involuoble contributions towords the

preporotion ond production of this report.

It is my pleosure to report thot the Committee hos considered ihe Public Finonce

Monogement (Amendmenl) (No. 2) Bll,2024 (Notionol Assembly Bills No. 26 ot 20241 ond

wish to reporl to lhis Augusl House wilh the recommendoiion thot ihe House opproves the

Bill with omendments.

HON. CPA KURIA KIMANI, M.P.

CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PTANNING

Rcport of the Deparhnental Commitbe on Finance and National Ptanning on_the C-onsidc-ration of Ihc
iriU" n"*." ivf"*S"ment (Amendme nt) Bilt, 2024 (National Assembly Bills No. 26 of 20241
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The Commiitee extends ils sincere grolilude to ihe Office of the Speoker of the Notionol

Assembly ond lhe Clerk of the Nolionol Assembly for their involuoble logislicol ond

technicol support throughoul its sitlings. Their ossislonce focililoted the Committee's

deliberotions ond ensured the smoolh progress of its work.

The committee especiolly ocknowledges ond opprecioles the porticipotion of oll

stokeholders ond members of lhe public who diligenlly submilled their commenls on lhe

Bill. Their insights ond conlribulions hove enriched lhe Commitlee's underslonding of the

vorious perspectives on the proposed meosures'

Further, the Committee wishes to express its heortfelt oppreciotion to lhe Honouroble

Members of the Committee ond the dedicoled Committee Secreloriot whose

commitment, expertise ond colloborotive efforts were instrumentol in preporing ond

producing this report. I porticulorly commend the Secrelqriol for their diligent work thol

enobled lhe Commitlee to fulfill its consiitulionol mondote by thoroughly onolyzing the Bill

lo the Commitlee.

On beholf of the Deportmentol Committee on Finonce ond Notionol Plonning ond

pursuont to Stonding Order 199 (6), it is both o privilege ond on honor lo present to lhe

House. the Report of ihe Deportmenlol Commillee on Finonce ond Nolionol Plonning on

its Considerotion of the Public Finonce Monogemenl (Amendmenl) (No' 2) Bll' 2024

(Noiionol Assembly Bills No. 26 o'f 20241. The Committee trusts thot fhis reporl will serve os o

voluoble resource for informed debote ond decision-moking by the members of this

House.

Report of the DcparEn€ntal Cmmittse on Finance and National Planni4g on-the clnsideration of Tte
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CHAPTER ONE

I .O PREFACE

1.I ESTABLISHMENT OF THE COMMITTEE

l. The Deporimeniol committee on Finonce ond Notionol Plonning is one of the

fifteen Deportmentol commiltees of the Notionol Assembly estoblished under

Slonding Order 215 (5) whose mondote is os follows:

i. Io invesligote, inquie into, ond report on otl motters relofing to lhe

mondote,monogement,octivities,odministrotion'operotionsond
estimoies of lhe ossigned ministries ond depodmenfs"

ii.TosludytheprogromondpolicyobleclivesofMinisfnesond
deporlmenls ond the effectiveness of lheir implemenlofion;

iii. To sludy ond review oll the legislolion rclerred lo it:

iv. To study, occess, ond onolyze the relotive success of the Ministries

onddeporlmenlsosmeosuredbytheresullsobtoinedoscompored
with thet stoted obiec lives.'

Io investigofe ond inqute into oll motlers reloting lo lhe ossigned

Minislnes ond deporlments os they moy deem necessory, ond os moy

be referred lo fhem bY fhe House;

Io vet ond report on oll oppointments where the Constilution or onY

low requires lhe Nofionol Assembty to opprove, excepi those under

Slonding Order No. 204 (Committee on Appoinfmenis/;

Io exomine lreofies, ogreemenis ond conventions;
Io moke reporfs ond recommendotions lo the House os often os

possible, including recommendolions of proposed legislotion;

Io consider reporis of Commissions ond lndependent Ofl'ices

submilted lo the House pursuonl to the provisions of Arlicle 254 of the

Constitution; ond
To exomine ony quesfions roised by Members on o molter within its

mondote.

I.2MANDATE OF THE COMMITTEE

2. tn occordonce wilh lhe second schedule of ihe stonding orders, the

commiltee is mondoled to consider, public finonce, monetory policies, public

debl. finonciol inslilulions (excluding those in securities exchonge), investment

ond divesliture policies, priclng policies, bonking, insuronce, populolion

revenue policies including loxolion ond notionol plonning ond development'

viii

tx

x



3. ln executing its mondoie, lhe Committee oversees the

Ministries ond DePortments:
i. Stote Deportment of Notionol Treosury;

ii. Stote Deportment of Economic Plonning;

iii. Commission on Revenue Allocotion; ond
iv. Office of the Controller of Budget; ond

following governmenl

Rcport of the Dcpellmcntal Coilmitbc on fiilrce and National PtanniqE on-the C'onsideration of Ilre
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I.3 COMMITTEE MEMBERSHIP

4. The Deportmentol commitlee on Finonce ond Nolionol Plonning comprises of

lhe f ollowing Members:
ChoirPerson

Hon. CPA Kurio Kimoni, CBS, MP

Molo ConslituencY
UDA Portv

Vic e- C hoirPerson

Hon. (Amb). Benjomin Longol, CBS, MP

Ainomoi ConstiluencY
UDA Portv

Hon. (Dr). Adon KeYnon, CBS, MP

Eldos ConstituencY
Jubil Porlv

Hon. Dovid Mwoliko Mboni, MP

Kilui Rurol ConsliluencY
Wioer Porlv

Hon. Joseph K. MokiloP, MP

Boringo Norlh ConsiituencY
UDA Porlv

Hon. CPA Julius Rulto, MP

Kesses Conslituency
UDA Porlv

Hon. Poul K. Biego, MP

Chesumei ConsliluencY
UDA Porly

Hon. Dr. John Ariko Nomoil, MP

Turkono South ConsliluencY
ODM Portv

Hon. George Sunkuyio. MP

Kojiodo Wesl ConstituencY
UDA Porlv

Hon. Andrew Okuome, MP

Korochuonyo ConsiituencY
ODM Portv

Hon. CPA.Joseph Oyulo. MP

Buiulo ConstiiuencY
ODM Porlv

Hon. Umul Ker Kossim, MP

Mondero CounlY
UDA Porlv

Hon.(Dr.) Shodrock lthinji. MP

South lmenli ConstiluencY
Jubilee Porlv

Hon. Joseph MunYoro, MP

Kigumo ConstituencY
UDA Porfu

Hon. Mohomed S. Mochele, MP

Mvilo ConstituencY
ODM Portv
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I.4 COMMITTEE SECRETARIAI

5. The following stoff focilitote ihe Committee:

Mr. Beniomin Mogut
Prlncipol Clerk Assislont /Heod of Secreloriol

Ms. Jennifer Ndeto
D/Director, Legol Servlce

Mr. Jomes M. Mochorio
Medio Relollon3 OIficeI I

Ms. Winfred Kombuo
Clerk Asslstonl lll

Mr. Benson Komonde
Clerk Asslslont lll

Mr. Benson Muthuri
Serjeonl-Al-Arms

Mr. Solem Lorol

legol Counsel I

Ms. Peninnoh Simiren

Legol Counsel ll

Mr. George Ndenjeshe
Fiscol Anolysl lll

Ms. Nelly W.N Ondieki
Reseorch Offlcer lll

Ms. Joyce Wochero
Honsord Offlcer lll
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CHAPTER TWO

2.OOVERVIEW OF THE PUBLIc FINANCE MANAGEMENT (AMENDMENT) (NO. 2) BlLt'

2024 (NATIONAL ASSEMBTY Bllts No' 26 Ot 2024)

2.I BACKGROUND

6. The Public Finonce Monogement (Amendment) (No' 2) Bill' 2024 (Notionol

Assembly Bills No. 26 ot 2024), is sponsored by the Leoder of ihe Mojority Porty,

Hon. Kimoni lchung'woh, EGH, MP. The Bill wos published on l6rh Aptil,2024.ll

wos reod o Firsl Time on lglh Jvne, 2024 ond wos then commilled 1o the

commillee for consideroiion ond lobling of reporl to lhe House pursuont to

Slonding Order 127.

2.2SUMMARY OF LEGAT PROVISIONS

7. The principol object of the Bill is to omend lhe Public Finonce Monogemenl Act.

cop. 4124, lo olign lhe limelines for the possing ond considerotion of the

Finonce Bill by the County Assemblies ond the Nolionol Assembly'

B. Clouse 2 of lhe Bill seeks to omend seclion 129(2llol of lhe Acl lo clorify ond

hormonize limelines for possing the Finonce Bill between ihe counly Assembly

ond the Nolionol Assembly. lt seeks to delele ihe words "except the Finonce

Bill" in section 129(2)lo) of the Acl' Section 129(2llol of the Aci provides os

follows-
(2)FotlowingopprovolbytheCountyExeculiveCommitlee,theCounty
Executive Committee member for finonce shall-
(o) submit to the county ossembly the budget esfimofes' supporting

documenfs, ond ony other Bills required to implement the budget, excepf

the Finonce Bill, by the 30th April in thot yeor;

9. Clouse 3 of the Bill seeks to introduce o new seclion l3lA to provide for similor

procedures for submission, considerotion ond possing of the Finonce Bill in the

County Assembly os thot of the Notionol Assembly. The proposed new section

131A provides os f ollows-
Submission, consideroiion ond possing ot the County Finonce Bill

I 3l A. ( I ) County Executive commiltee member f or finonce sholl submil to

the County Assemb/y. on or before 30th Aprit, the County Finance Bi/l setling

out the revenue meosures forthe County Government'

Relrort of the Denartsnental CommitEe on Firunce and National Planning on the Considcration of lhe
ffii| jffi; ilrrdilt (Amendment) Bill, zO24 (National Arsembly Bills No. 26 sf 2024)



(2) Following submissions of lhe County Finance Bill by County Executive

Committee member for finonce, lhe re/evonf commitlee of lhe County

Assemb/y sholl tntroduce the Bi// in the County Assemb/y.

(3) The Counly Assemb/y sholl considerond poss fhe County Finonce Bill, with

or without omendments , in time f or it to be presented for ossenl by 3 Oth June

eoch yeor.
(4) Any recommendofions mode by the retevonl commtttee of the County

Assembly or resolulion possed by the County Assembly on revenue moifers

sholl-
/o/ ensure the totot omount of revenue roised is consislenl wifh the opproved

fiscol f romework;
(b) toke inlo occount the pnnciples of equitY, cerlointy ond eose of

colleclion;
(c) consider the impocl of the proposed chonges on lhe composition of lhe
tox revenue with reference to dtect ond indirecl foxes;

(d) consider dornesfic, regionol ond internotionol tox lrends;

(e/ consider the impocl on development, inveslment, employment ond

economtc growth; ond
(f) toke into occount the toxotion and other taritf onongemenls ond

obtigotions that Kenyo hos rotified. including toxolion ond toriff

onongements under the Eosl Aficon Community Treoty.

(5) The recommendolions of the county Execulive Commiflee member f or

finonce sho/l be included in o report ond tobled in the County Assembly'

10. clouse 4 of the Bill seeks to repeol seclion 133 to olign the proctice in the

county Assembly to thot of the Nolionol Assembly in lhe considerotion of lhe

Finonce Bill. Seciion l33 provides os follows-
Approvol of the Finonce Bill.

133. Nol toler thon ninety doys ofler possing lhe Appropriolion Bill, the county

ossembly sholl consider ond approve lhe Finonce Bill with or without

omendmenfs.

Report of the Dcpartrnental commitEc on finance and National Ptanning on-the considerati'on of The
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CHAPTER THREE

3.oPUBLICPARTICIPATIoNANDSTAKEHoLDERENGAGEMENToNTHEBILL

3.I LEGAL FRAMEWORK ON PUBTIC PARTICIPATION

I I . Arlicle I lB (l ) (b) of the Constitulion provides thot:
,,Portiomenlsholtfocilitotepublicporlicipotionondinvolvemenfinlhe

iegis/ofive ond other business of Porliament ond its Commiltees'"

l2.IheNotionolAssemblyStondingorder]t27(3)ond{3A)stipulotesthol:
,'(3) The Deportmentot Committee to which o Bill is committed sholl focililote

public porticipotion onlhe Bill through on oppropriole mechonis m including-

(o) inviting submission of memorondo;
(b) holding Public heorings;
(c) consvlting relevont slokeho/ders in o sector; ond
(d) consulling expeds on technicolsublecfs'

(3A) The Deportmentot Commiltee shol/ ioke into occount lhe views ond

recommendolions of the pubtic under porogroph (3) in ils report to the

House. "

3.2 MEMORANDA RECEIVED ON THE BITL

13. Pursuonl lo the oforementioned provisions of low, lhe Clerk of the Notionol

Assembly ploced on odvertisement in the print medio on I6rh April, 2024, inviling

the public to submil memorondo lhrough wrilten stotements on the Bill. Further,

the clerk of the Notionol Assembly vide leiter Ref.No. NA/DDC/F&NP/2024/lO1

doted 1/rh september,2024 inviled key slokeholders to submil views on the Bill

ond ollend o public porlicipotion f orum on 251h Seplemb er 2024 respeclively.

14. The commillee received memorondo from the office of the Auditor-Generol,

lhe office of the Atlorney-Generol, the Institule of certified Public of Kenyo

(lcPAK), ond lhe coosl Regionol Budget Hub. The memorondo ore onnexed to
'this reporl os Annexure 8.

3.3PUBIC VIEWS AND SUBMISSION

Clouse 2

lnstilule of Certified Accounlonls ol Kenyo (ICPAK)

i5. Amend the clouse to insert the words "by the 30rh of April in lhot yeor" in the

proposed deletion of the words "excepl the Finonce Bill" in section 129(2) of the

Public Finonce Monogemeni Aci.

leport of the Deparhnental C.ommittee on finance and National 4*"Tg ql.Pt Pnsidc"ration 
of The
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16. The proviso os it is in the Bill is not complele. The omendment therefore seeks

to ochieve comPleleness.

Commitlee Observolion
The Committee observed thol seclion 129(2Xo) of lhe Public Finonce

Monogemenl Act, cop. 412A, provides for lhe cEC for finonce to submit to the

counly ossembly lhe budget estimoles, supporling documents, ond ony other

Bills required lo implemenl the budget, excepl the Finonce 8ill, by the 30th April

in lhol yeor. The proposed omendmenl seeks lo delete lhe words "excepl the

Finonce Bill" lo provide clorily ond hormonizolion of timelines for posslng of the

Finonce Blll belween counly Assembly ond Notionol Assembly. However, lhe

commifiee wos of o different view thot the slokeholder's proposol to olso delete

lhe words ,,by the 30th April in thot yeor" would remove the deodline which wos

imporlonl in limely possoge of legislolion in line wilh court pronouncements.

Clouse 3
17. ICPAK proposed thoi clouse 3 ol lhe Bill be omended by inserting o new

subsection (2A) immediolely ofter subseclion (2) in the proposed new seclion

l3lA os follows-

(2A) The County Execulive commitlee member for finonce sho/i ensure

public porlicipolion os provided f or under lhe Constitution.

18. The justificotion for the proposed omendmenl wos lhol it wos in Iine with Ariicle

20l of the conslituiion which provides for public porticipotion in finonciol

molters.

Commitlee Observotion
The commitlee observed thot public porticipolion is o conslilulionol imperolive;

hence, il wos nol necessory lo provide for il in lhe proposed new section since

it wos obligolory for public porlicipolion lo be conducled os lhe constilution

dicloles.

,l9. IcPAK further proposed lhol clouse 3 of the Bill be omended in the proposed

new sectlon l31A by reorronging the subsections for logicol flow in the Bill. The

re-orronged provision wos os follows-



l3lA. {l) County Executive commillee member for finonce sholl submit to ihe

county Assembly on or before 30rh April the county Assembly Bill selling out

revenue meosures for the County Government.

{2) Following the county Finonce Bill by the county Executive member for

finonce, the relevont commiitee of the county Assembly sholl inlroduce the Bill

in the County Assembly.
(3) The County Execulive Member for finonce sholl ensure public porlicipotion

os provided for under lhe Conslitulion
(4) Any recommendotions mode by ihe relevonl commiiiee of lhe counly

Assembly or resolution possed by the county Assembly on revenue motlers sholl:

(o)ensure thot the lotol omounl of revenue roised is consislenl with the

opproved fiscol fromework ond the county Allocotion of Revenue Act;

(b) toke into occount
collecllon;

the principles of equily, certointy ond eose of

(c)consider lhe impocl of the proposed chonges on the composition of lox

revenue with reference lo direcl ond indirect loxes;

{d)consider domestic, regionol ond internolionol tox lrends;

(e)considertheimpoctondevelopment,investment,employmentond
economic growth; ond

(fl loke into occounl the toxotion ond other toriff ogreemenis ond

obligotions thol Kenyo hos rotified, including toxotion ond toriff

ogreements under the Eost Africon Community Treoty'

(5) The County Assembly sholl consider ond poss the Finonce Bill with or without

omendments in time for it lo be presenled for ossenled by 30th of June eoch yeor.

(6) The recommendotions of the county Execulive commillee member f or finonce

sholl be included ond tobled in lhe County Assembly.

Commitlee Observolion
The Commitlee observed os follows:

(o)The proposed omendmenl hos deleled the proposed new subseclion (3)

(providing for lhe possoge of county Finonce Bill ond ils deodline for

possoge) ond reploced it with o new subseclion providing for lhe

requiremenl of ensuring public porlicipolion. The new subsecllon (3) hos

been moved ond ploced ofter the new subseclion (4).

The Commitlee wos of the view thol, firstly, public porlicipotion is o
conslilulionol imperolive; hence, it wos not necessory to provide for il in lhe

proposed new section since it wos obligolory tor public porlicipolion lo be

Report of the Departmental commitEe on Finance and National Planning on the conside-ration of The
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conducted os lhe constilulion diclotes. Secondly, the sequence provided

for in the Bill wos propel ond lhol it wos logicol.

(b)The proposed omendment hos inserled county Allocolion of Revenue Act

inlo subseclion 4(o); however, no juslificotion hos been given for the

omendmenl.

(c)The proposed omendmenl lo subsection 4(f) hos sought lo reploce "loriff

orrongemenls" with ,,toriff ogreemenls". The commitlee ogreed lo lhis

omendmenl since il provides clorily.

COAST REGIONAT BUDGET HUB

20. The Coost Regionol Budgel Hub submilted thot clouse 3 of lhe Bill will olign the

county timelines with those of lhe nolionol governmenl, requiring Finonce Bills

to be submilted by April 30rh ond possed by June 30th. Ihis synchronizotion will

help reduce inconsislencies between counly ond nolionol finonciol

fromeworks, ensuring lhot counly governmenls ore beller prepored for the stort

of lhe fiscol yeor.

21. Further, lhe omendments promole limely enoctmenl of revenue+oising

meosures, reducing deloys thol could offecl the implemenlotion of the budget.

Commitlee Observolion
The Commitlee noled the slokeholder's submlssion'

22. Amend clouse 3 of the Bill in the proposed new section l31A (4) by inserling o

newporogroph(g)toprovideforopennessondoccountobi|ily,inc|uding
public porticipotion in revenue mollers, in olignment wiih Arlicle 201(o) of the

conslitution, which mondoles lhot oll ospects of public finonce odhere to lhe

principles of openness, occounlobility, ond public porlicipolion'

Commlttee Observotion
The Commitlee ogreed wilh lhe slokeholder'

23. The stokeholder further proposed the following

(o)Thereisoneedioesloblishomonitoringfromeworktoensurethotboth
countyexecutivesondossembliesodheretolhenewlyestoblished
tlmelines;

tru#;:ffiffi Hlffiffi trittr?,f N:*:Hffi,,T,*"rl?T;ff ;E:;f ',*ffi



(b)Toensuresmoolhimplementolionofiherevisedtimelines,counly
ossemblies should invest in building their technicol ond odministrotive

copocilies to hondle the increosed worklood during the budgel

estimoles ond Finonce Bill review periods;

(c) There is o need to creote public oworeness of the chonges should the Bill

soil ihrough ond encouroge robust public porticipotion in the Finonce Bill

process of the county level to ensure thot revenue-roising meosures ore

bolh lronsporent ond reflective of locol needs.

Committee Observolion
The commitlee noled lhe stokeholder's recommendotions bul observed lhol

the proposols were odminislrolive hence did not require specific omendmenls.

IHE OFFICE OF THE ATTORNEY-GENERAL AND DEPARTMENT OF JUSTICE

24.lhe Altorney-Generol stoted ihot lhe omendmenls proposed with regord io

lhe Acl do noi offend the constitution or ony other Act of Porliomenl ond

lherefore were in order, subjeci lo policy guidonce by lhe Noiionol Treosury.

Commitlee Observolion
The Committee noted the submission by the Attorney-Generol'

OFFICE OF THE AUDITOR-GENERAL

25. The Audilor-Generol ogreed wilh the proposed omendment since il enhonces

the credibility of the budgel ond in porliculor ensures considerolion of

performonce in revenue colleclion bef ore setting ihe budgei. The omendments

will olso ensure thol County Governmenls consider own source revenue before

selling lheir expendilure.

Committee Observolion
The Commitlee noted lhe submission by the Auditor-Generol'

Report of the Departmental c.ommitbe on financc and National flannhg on-thc conside-ration of lhe
n;flr fi*""" fr{-qsrmcnt Gmendme rlt) Brll,2O24 National Arsembly Bills No. 26 of 2024)



CHAPTER TOUR

4.0 COMMMEE RECOMMENDATION

26.The committee hoving considered the Public Finonce Monogement

(Amendmeni)(No.2)B|1,2024(NotionolAssemblyBillsNo'26o12424)
recommends ihot the House opproves the Bill with omendmenls os proposed

in the schedule

SIGNED DATE.....l.( 6'L \z-zJ

HON. CPA KURIA KIMANI, CBS. MP

CHAIRPERSON

DEPARTMENTAL COMMMEE ON FINANCE AND NATIONAT PLANNING
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CHAPTER FIVE

5.0 SCHEDUI.E OF PROPOSED AMENDMENTS

27.Ihe commillee proposed lhe following omendments to be considered by the

House in lhe Commitlee stoge:

CTAUSE 3
THAT, clouse 3 of lhe Bill be omended in the proposed new section l3lA (4)-

(o) by inserting lhe following new porogroph immediotely ofter porogroph

(b)

"(bo) be open ond occounloble, including public porlicipoiion;"

(b)in porogroph (f)-
(i) b! deleting the word "orrongemenh" oppeoring immediotely ofter

rhe words "ond other loriff" ond subslituling therefor the word
"ogreemenls";

(ii) by deleling lhe word "orrongemenls" oppeoring immediolely ofter
lhewords..toxolionondtoriff''ondsubslitutinglherefortheword
"ogreements".

Juslificotion
Ihe omendment seeks lo olign lhe provision with Article 201(o) of the

Constitulion which mondotes lhot oll ospects of public finonce odhere to lhe
principles of openness, occounlobility, ond public porlicipollon. Furlher, lhe
omendment seeks lo correct clericol errors.
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THENATIONALASEMBLY
'II{IRTEENTH PARLIAMENT _ FOURTII SESSION -9025

DEPARTMENTAI. COMMITTEE ON FINANCE AND NATIONAL PI"{NMNG
ADOPTIONLIST

REPORTON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) (NO. r) BILL. eoe4
(NATIONAL ASSEMBLY BILIS NO. ro Or'eoe4)

We, the llernbets of the Depamneoul Comminee on Finance and Narional Plaoning have pursuant to Standing Order 199,

adopted this Repon and affix our signatu-res to af6rm our approval aod con6rm its accurecy, validiqv and authenticio today,
Tueeday, 1t6 Fcbruary Dl5.

srGNryfuRE /
I HON. (CPA). KURrA KrMANr, CBS, MP -

CHAIRPERSON I
s HON. (AN{B). BENJAMIN KIPKIRUI LANGI\T,

MP_VICE CHAIRPERSON
3 HON. DR. ADAN KEYNAN WEHLIYE, MP I lr

4. HON. GEORGE SI.INKI.IYIA RISA, MP

5 HON. (CPA) JOSEPH MAERO OYULA, MP

6 HON. ANDREW ADIPO OKUOME, MP

HON. DAVID MWALIKA. MBONI, MP

8 HON, JOSEPH MAKIT,TP KIPKOROS, MP

9 HON. JOSEPTI KAI\4AII MUNYORO, MP

lo HON. (CPA) JULIUS KIPLETTING RUTTO,

MP

tl HON. PAUL KIBICIIIY BIEGO, MP

tq HON. UMUI, KER SHEIKH KASSIM, MP ,/
l9 HON. DR. SHADRACK MWITI ITHINJI, N{P

l4 HON. DR.JOIIN ARIKO NAN{OIT, IUP

t5 HON. MOHAMED SOUD MACHELE, MP



MINUTES OF THE 3RD SITTING OF DEPARTMENTAL COMMITTEE ON FINANCE
AND NATIONAL PLAIINING HELD ON TUESDAY, ISTII FEBRUAIIY 2025 IN
COMMITTEE ROOM 17 BUNGE TOWE& AT 10.00 A.M

PRESENT

l. Hon. CPA. Kuria Kimani, MP
2. Hon. (tunb.) Benjamin Kipkirui t-angat, CBS, MP
3. Hon. David Mwalika Mboni, MP
4. Hon. George Sunkuyia fusa, MP
5. Hon. Andrew Adipo Okuome, MP
6. Hon. Joseph Munyoro, MP
7. Hon. Umul Ker Sheikh Kassim, MP
8. Hon. Joseph Makilap Kipkoros, MP

ABSENT WITE APOI,OCY
L Hon. Mohamed Sorrd Machele, MP
2. Hon. (Dr.) Shadrack Mwiti lthinji, MP
3. Hon. (Dr.) Adan Keynan Wehliye, CBS, MP
4. Hon. Julius Kiplating Rutto, MP
5. Hon. CPA. Joseph Maero Oyula, MP
6. Hon. Paul Kibichiy Biego, MP
7. Hon. (Dr.) John Ariko Namoit, MP

COMMITTEE SECRETARIAT
l. Mr. Berlamin Magut
2, Mr. Berson Kamande
3. Ms. Winfred Kambua
4. Mr. Mabut Murua
5. Ms. Nelly Ondieki
6. Ms. Joyce Wachera
7. Mr. Ian Kinuthia
8. Mr. Allan Krmani

Chairperron
Vice-Chairyrrson

I'rincipal Clerk Assistant II
Clerk Assistant III
Clerk Assistant III
t-egal Counsel II
Research Officer III
Hansard Officer
lntem
lntern, Audio Services

AGENDA
l. Prayers
z. Preliminaries/lntroductions
9. Confirmation of N'linutes,/Matters Arising

a) Consideration and adoption ofthe Report on the Public Finance Management
(Amendment)(No.9) Bill, 9094 (National Assembly Bills No. e6 of eoe4)

b) Consideration and adoption ofthe Report on the Public Finance Management
(Amendment) Bill, eoe4 (National Assembly Bills No. 9 of 9o94)

.tr. Any other Business



5. Adjournment/f)ate of the Next Sitting.

MIN No. NA,/F & NP/2025/09: PRELIMINARIES

The meeting was called to order at to.14a.rn.withauordofprayerbytheHon.JosephKamau
Munyoro, MP. The Chairperson then invited the meeting to deliberate on the day's agenda,

MIN No. NA,/F & NP/2024/010: CONFIRMATION OF MINUTES
Agenda deferred

i\lIN No, NA/F & NP/2024/0ll: CONSIDERATION AND ADOPTION OFTHE
REPORT ON THE PUBLIC FINANCE
MANAGEMENT (AMENDMENTXNO.9)
BILL, 9094 (NATIONAL ASSEMBLY BILIS
NO. e6 OF eoe4)

The meeting deliberated at length and agreed on the observations and recommendations
contained in Chapter Four and Five of the Report as follows-.

('ommittee Observations;
'l'he Committee observed as follows:

That there r,r'as to amend the Public Finance Management Act, Cap. + l9A in the sections
that provide that CEC for finance to submit to the county assembly the budget estimates,
supporting documents, and any other Bills required to implement the budget, except the
Finance Bill, by the Soth April in that year.

9. That, public participation is a constitutional imperative; hence, it \,r as not necessary to
provide for it in the proposed new section since it was obligatory for public participation
to be conducted as the Constitution dictates. Secondly, the sequence provided for in the
Bill was proper and that it r,r'as logical.

3. That The proposed amendment to subsection a(f) which sought to replace "tarifl
arrangements" w'ith "tariffagreements" r 'as necessary since it was providing clarity.

Committee Resolution.

The Report was then adopted having been proposed by IIon. Joseph Makilap Kipkoros, MP and

seconded by Hon. David Mboni, MP.

(Comprehensive details ofthe Committees Observations and Justilications are contained
in chapter Four of the Report on the Public Finance Management (Amendment)(No.c)
BilI, eoe4 (National Assembly BiIIs No. e6 of eo94)



MIN No. NAJF & NP/2025/012: CONSIDERATION AND ADOPTION OF THE
REPORT ON THE PUBLIC FINANCE
MANAGEMENT (AMENDMENT) BrLL, eoe4
(NATIONAL ASSEMBLY BILLS NO. , OF
eoe4)

The meeting deliberated at length and agreed on the observations and recommendations
contained in Chapter Four and Five of the Report.

Committee Obserrrations;
l. 'lJlat clause 16 seeks to amend section r99 of the Public Finance Management Act, Cap.

4l2A to provide for the Public Sector Accounting Standards Board as a body corporate
and which shall be a successor ofthe existing Public Sector Accounting Staudards Board;

2. That the import and safeguards that section 86 of the Public Finance Management Act,
Cap.4l9A, and regulations 9l+ and 915 ofthe Public Finance Management (National
Government) Regulations, lrgal Notice 34 of 9015, which provide for the procedure,
guiding principles and criteria for establishment ofa state corporation;

3. I [owever, the Committee was ofa different view that establishing the Public Sector
Accounting Standards Board as a body corporate was not in conllict with section 86 of
the Public Finance Management Act, Cap. +12A, and regulations 9l{ and 915 of the
Public Finance Management (National C,overnment) Regulations, Legal Notice S+ of
2015, and in any case, another provision of the same statute could provide otherwise as
long as they were not unconstitutional;

+. That the basis for the amendment was to rnake the Board independent and to strengthen
it and is in line u,ith the Government's movement from cash to accrual accounting in
Government.

5. That clause t+ be amended to provide for time for submission offinancial statements by
public entities as two months after the end of the financial year instead ofone month
proposed in the Bill.

Committee Resolution.

The Report rvas then adopted having been proposed by Hon. (Amb.) Benjamin Kipkirui langat,
CBS, MP and seconded by Hon. Andrew Adipo Okuome, MP.

(Comprehensive details of the Committees Observations and Justifications are contained
in chapter Four ofthe Report on the Public Finance Management (Amendment) B1II, co94
(Na tional Assembly Bills No. e of eo94)

ADJOURNMENT/DATE OF THE NEXT
MEETING

MIN No. NA/F & NP/2025/013:



There bcrng no other business the meeting was adjourned at l9.oo p m The next meeting will
be held on notice

SIGNED

HON. CPA. KI.JRH KIMANI, MP
CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE A}ID NATIONAL

PLANMNG.
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TIIE NATIONAL ASSEMBLY
OFFICE OF THE CLERK

P. O. Box 41842-00100
Nairobi, Kenya
Main Parliament Buildings

Telephone: +254202848000 ext. 3300
Email: cna,rr)Darliament.uo.ke

www.oarliament.so.ke/the-national-assemblv

When replying, please quote
Ref: NA/DDC/F &NP / eoeq / rco

Dr. Chris K. Kiptoo, CBS
Principal Secretary
The National Treasury
Ministry of National Treasury and Economic Planning
Treasury Buildings
NAIROBI.

FCPA Nancy Gathungu, CBS
Auditor General
Office of the Auditor General
9rd Floor, Anniversary Towers, University Way
NAIROBI.

Hon Shadrack J. Mose
Solicitor General,
State Law Oflice
Sheria House, Harambee Avenue
NAIROBI

Ms. Mary Mwiti
Chief Executive Ofticer
The Council of Governors
Delta Corner,znd Floor, Opp PWC Chiromo Road, Off Waiyaki Way
NAIROBI

l7s September 2Or4

Dear it^ c M-'-r '

RE: STAKEHOLDER ENGAGEMENT ON THE PI.,BLIC FINANCE MANAGEMENT
(AMENDMENT) BILL, eoe4 (NATIONAL ASSEMBLY BILL NO. , OF 4oe4) AND
THE PI.JBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, ,,o9+
(NATTONAL ASSEMBLY BILL NO. c6 OF eo24) By THE DEPARTMENTAL
COMMTTEE ON FINANCE AND NATIONAL PLANNING

The Departmental Committee on Finance and National Planning is established pursuant to
National Assembly Standing Order 916 which mandates it inttr alia, to study and reuiew all the
legislation rcferred to ic



The Public Finance Management (Amendment) Bill, ,O9+ (National Assembly Bill No. q of
cog+) sponsored by Hon CPA Kuria Kimani, MP and the Public Finance Management
(Amendment) Bill, sog,* (National Assembly Bill No. s6 of 9oe4) sponsored by the Gader of
Majority Party lboth copies attachzQ underwent the First Reading pursuant to standing order
127(9) on Tuesday 96 April 2Q94 and Thursday, lod June oor.t respectively and *ere
committed to the Departmental Committee on Finance and National Planning for. consideration
and reporting back to the House.

The principal object of the Public Finance Management (Amendment) Bill eo94 (National
Assembly BiIl No. 2 of 9oc4) is to amend the Public Finance Management Act, zolg to reduce
the time for public entities to submit financial statements to the OIIice of the Auditor Ceneral
from three months at the end ofthe financial year to one month alter the end ofthe financial year.
This will ensure the Ofiice of Auditor General has adequate time to audit the statemeni and
prepare the required reports,

The principal object of the Public Finance Management (Amendrnr.nr) Bill, 9ot4 (National
4ssemblf Bill No. 96 of 9o,g4) is to amend the Public Finance ManaSlnent Act, sOl2 to align
the timelines for the passing and cousideration of the F'inance Bill by th.'County Assemblies aid
the National Assembly. Further, the bill seeks to provide for a similir pioceduri for submission,

Pursuant to the provisions ofArticle l 18( l) (b) ofthe constitution ofKenya and standing order
le? (3), the committee hereby invites you for a meeting to make your submissions and comment
on the said Bills.

The meeting u'ill be held on Wednesday,956 September 909,l in Committee room No gl,5s
Floor, Bunge Tower at IO.OO am.

You are requested to prepare comprehensive submissions on any presentations yorr may have on
the Bills and email a soft copy to cna(a)parliament.go.lte on or before the day ofihe meeiing.

The Committee's Liaison Officers for the meeting are Mr. Benjamin Magut, who may be
contacted on Tel. No. ozr49?4966 or email address: beniamin-maqu oarliament-so-ke :
Ms. Winfred Kambua on Tel. No O79O57t777 or enrail address
winfred.kilon oarliament-go-ke or Mr, Benson Kamande of telephone number
0789459387 or email address: benson.kamande@narliament-so-ke

Yours

JEREMIAH W. NDOMBI, MBS
Forr CLERK OF THE NATIONAL ASSENIBLY

Copy: Hon. CPA John Mbadi Ng'ongo, EGH
Cabinet Secretary
Ministry of National Treasury and Economic Planning
Treasury Buildings
NAIROEI



THE NATIONAT, ASSEMBLY
OFFICE OF TTIE CLERK

P. O. Box 41842-00100
Nairobi, Kenya
Main Parliament Buildings

Telephone: +254202848000 ext. 3300
Email: cna rr parliarltcnl.ur.r.Le

www. parliament. so. ke/the-national-assembly

When replying, please quote
Refi NA/DDC/F&NP/eo44I ror l7'b September ,o24.

Ms. Faith Mony Odhiambo
President, [,aw Society ofKenya
Lavington, Opposite Valley Arcade,
Gitanga Roacl
NAIROBI

CPA Dr. Grace Kamau Ph.D
Chief Executive O(Icer
Institute ofChartered Public Accountants of Kenya (ICPACK)
CPA Center, Ruaraka, Thika road.
NAIROBI.

Ms Josephine Nyamai
Coordinator,
Coast Regional BLrdget FIub
MOMBASA

Dear IflS. .b.I-,r.*\>u

RE: STAKEHOLDER ENGAGEMENT ON THE PUBLIC FINANCE MANAGEMENT
(AMENDMENT) BILL, eoe4 (NATIONAL ASSEMBLY BrLL NO. e OF eor.l) AND
THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, CO24
(NATIONAL ASSEMBLY BILL NO. e6 OF eoe4) BY THE DEPARTMENTAL
COMMITTEE ON FINANCE AND NATIONAL PLANNING

The Departmental Commirtee on Finance and National Planning is established pursuant to
National Assembly Standing Order ,16 rvhich mandates it inler alia, to stud! and review aII the
leg'isla tion refered to it

The Pubtic Finance Management (Amendment) BiU, 9024 (National Assembly BilI No. I of
,Or,s) sponsored by Hon CPA Kuria Kimani, MP and the Public Finance Management
(Amendment) Bill, 9094 (National Assembly Bill No. 96 of 9oe41sponsored by the l.eader of
Majority Party (both copies attacheQ underwent the First Reading pursuant to Standing Order
lq7(3) on Tuesday 9'h April ,o94 and Thursday, lgs June 90r,1, respectively and were
committed to the Departmental Committee on Finance and National Planning for consideration
and reporting back to the House.

The principal object of the Public Finance Management (Amendment) Bill 9oq4 (National
Assembly BiIl No. c of 9or,{.) is to anrend the Public Finance Management Act, zot2 to reduce
the time for public entities to submit financial statements to the Oflice of the Auditor General



from three months at the end ofthe financial year to one month after the end ofthe financial year.
This will ensure the Ofice of Auditor General has adequate time to audit the statrment and
prepare the required reports.

The principal object olthe Public Finance Management (AmendmenQ BiIl,,tor,t (National
Ascembly BiIl No. co of ,o94) is to amend the Public Finance Management Act,9ol9 to align
the timdines for the passing and consideration of the Finance Bill by the County Arsemblies and
the National Assembly. Further, the bill seele to provide for a similar procedure for submission,

Pursuant to the provisions ofArticle I ts(1) O) of dre Constitution of Kenya and Standing Order
le7 (r), the Committee hereby invites you for a meeting to make your submissions aod comrneut
on the said Bills.

The meeting will be held ou Wedneoday, 956 September ,Og,n in Committee room No ,1, 66
Floor, Bunge Tower at lo.oo am,

You are requested to prepare comprehensive submissioos on any presentations you may have on
the Bills aod email a soft copy to cna@larliamentgo.ke on or before tle day of the meeting.

The Committee's Liaison Officers for the meeting are Mr. Beqiamin Magut, who may be
contacted on Tel. No. 0?199?4960 or cmail addresg: benjaminmagutt0parliament.go.ke :
Ms. Winfred Kambua on Tcl. No O7g,o67t177 or email address
winfred-kilonzo(@oarliament.so.ke or Mr. Benson Kamande of teleohone number
O789,tr59t87 or email addrecs: bensonhmande@parliament.go.ke

Y

JEREIVTIA}T w' NDOMBI, MBS
Fon CLERK OF THE NATIONAL ASSEITIBLY
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ICPAK Submissions on Public Finance Management (Amendment) Bill 2024

fi,,nhtlltMrtkl*r

The Institute of Certified Public Accountants of Kenya (ICPAK) is the statutory body of Accountants established in 1978
and draws its mandate from the Accountants Act No.15 of 2008. It is also a member of the Part African Federation of
Accountants (PAFA) and the lnternational Federation of Accountants (IFAC), the global Accountancy umbrella body.

ln accordance with the Public Finance Management Act 2072, accounting officers must submit financial reports to the
Olice of the Auditor General by September 3O each year, which is three months following the conclusion of the financial
year. For state corporations, this submission occurs a.fter a quality revie*- is provided to the National Treasury by August
31.

The h:blic Finance Management (PFM) (Amendmeart) Bill 2O24 proposes to reduce the submission period for financia]
reports from three months to one montJr a"fter the end of the financial year. According to the Hansard report of August
2O21, t}l.e lnstitute notes that the same bill was introduced n 2O2O and faced opposition from many stakeholders.
Concerns were raised regarding the feasibility of meeting t.Ile new deadlines due to several factors as follows:

a) Delays in the release of funds to public entities by t}le National Tteasury.
b) Lack of connectivity to the Integrated Financial Management Information System (IFMIS) for some public entities,

which hampers timely data entry.
c) Multiple public entities have oIfces and branches spread all across the country, which complicates data collection

and report preparation.

The Institute also aclorowledges and appreciates that the Departmental Q6rnrnitlss on Finance and National Planning
had considered its proposal nrith no objection to arnend the timeframe to tro molrths.
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In light of the above, the Institute submits the following additional concems in consideration of the two-month timeframe:

i. Despite the concems raised by stakeholders regarding the feasibility of tJre proposed changes in the hrblic
Finance Management (PFM) (Amenrrment) Bill 2024, t)te bill still seeks to implement the same amendments
without addressing how these challenges will be resolved to facilitate compliance.

II The Institute, through a public audit review of count5z audited financial statements for the linancia-l years years

IFY 2O2O/21,2021122 and 2022/23 identilied issues related to delayed submissions and approvals among
county governments. This trend further supports that the one-month time may be ltnpractlcal. This
underscores t] e need for a tJrorough evaluation of t]1e proposed timelines and a strategic approach to address
the existing barriers in public finance management,

1ll Draft finalcial statements are normally reviewed for quality assurance by a team of olficers from t.I:e National
Treasury before submission to tJ:e olfice of the Auditor General and other required ofhces. Hence, with the
proposed timelines of one month, the review may not be practical, which will likely lead to a lower quality of
financial statements.

3. co,trDer.ttvc Aadyrk

The following is an analytical review of other jurisdictions and the period taken by the audited entities to submit frnancial
statements for review by t}re Auditor General:

.Iurlrdledoa Pcrlod ta&ca by audltcd cntltlc! to prcparc attd subalt flnalclal
rtatcacntr for rcvlcw by tic Audltor Gcacral

Sourcc

South
Afrlca

Within 3 months a.fter the end of that financial vear Section 8, Section 19,
Public Finance
Management Act, 2010t

ICPAK

zall islatio

SUEMISSION ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL,2024

/fu./ww.treasu ma/act.
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4. ICPAtr Rccor[rncndauol!

Based on tJre above, tLre Institute has reviewed the Bill and proposes the following:

Amend Clauses 2,3,41a1,6,7,a,9,10,11,13,14 and 15, of the Bill by deleting the words 'one month'and substituting
tlrerefore the words 'Two lllonths'

The details of the Institute proposals and subsequent policy recommendations are highlighted in the table below:

, https://laws.lawnigetia.corn12020l04l17lpublic-finance-management-law-of-lagos-state/

rlulladtctlon Perlod takel by audltcd cltltler to PlcParG aad rubnlt fiaaaclal
rtatmclt! for tcvlcw by thc Audltor Gcleral

Source

lftgerta Within the flrst quarter (3 months) of tJ:e subsequent hnancial year Section 14, Section 7O of
the Public Finance
Management Law.2

Australla e As soon as practicable after the end of each financial year.
o If qrithin 5 moathc after the end of the frnaacial year the Finance

minister shall not have submitted the documents to the Auditor
General, he/she shall table in each House of the Parliament a
statement of the reasons why the statcments u'ere not givcn to the
Auditor-GencraI within that period.

Part 8, Section 55 of
Financial Management
and Accountability Act,
t997 _3

cI"At sEtt
OFTEE
BD;L

TSST'E OF COITCE,RIT POLICY RF,COMMEITDATIOITS .,USUFICATIOIT

Clausee

2,3,41a1,

The Institute is of the
opinion that the period of
one month rlray be
iimiting.

The Institute
a-rnendments:

recommends the following One month is not sulEcient
to submit quality statements
to the Auditor General.

3h

ICPAK

islalion

SUBMISSION ON THE PUBLIC Fll'lA,i\]aa 14,1i.!AGEivlEIli (A\4EllDl..4ENi) 3i11.2024

ov.au/DetailVC201 3C00282
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larad Cleurs 2r3r4(rt,6r7rtr9' [O'1 1'13'14'lt'
of thc Btlt by dchtt[t tlc lotdt 'onc nrantlr'tad
rubrt{tuttng t:hcrGforc thc rordr' futo-!*oa;tltr,.

The lnstitute proposes the following additional policy
recommendations

a) The Auditor General should increase interim
audits to reduce what needs to be audited by
the end of tl:e financial year. This will ensure
faster audits and reduced reporting ''ne by
the OAG.

b) Devolve fully the Office of the Auditor General
and have independent County Auditor
Generals with complete operational
independence from any other olEce and with a
defined budget to ensure the same. Ttris will
ensure the OIEce of the Auditor Gerreral can
handle National Government financial
statements in a timely manner, which have a
bearing or1 revenue detcrnination and
allocation.

c) Implement this propoeal in a phased manner
to assure succeas and provide the reguired
resources. ln tJris period, we propose that the

l. TLno hctor:

Ttre Auditor General
requires enougb :fte to
carry out the audit process.

Timelines provided in other
j urisdictions range between
3-5 months.

! rn;.I^'r '

Ttre substitution of the
words 'rthree months"
with "one month"

6, ?, Er9,
lo, 11,
13, 14,
15

ICPAK SUBMISSION ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILt, 2024
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changes be delfutked from thc sanctions in
Section 199 ofthe PFI{ Act,2012.

f la.lGld tt?ot{dlt tlntrcr:
Ensure irnplernetrtation of a fully integrated
organization-wide reliable financial
syetem in dl Minictriec, Statc Departments,
Agencicr, state corporations, Indqrenderrt
O6cce and eoaaireioar to fedlitrtc rcd tioc
reporting and aloo cosurc effective
consolidation of the Govemment entitic8'
fnancial rcports and monthly accounts
dosings. All public eotities will need to be fully
automated to couply with the proposed
timclines.
Eneure fully the implmcntation of tbe
accrual accounting syetcm which has already
b€Gn initiated by the National Treasury for all
public entides.

lr.
a)

:.
]e

fa b)
f..*

v#
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The requirements for the position
of chief executive ofrcer are
limiting.

(2) A person shall be qualified for
appointment as a chief executive
officer, if tJ.e person -

(a) has a degree in
accounting or finance;

(b) is a certifed member in
good standing with the
institute;

(c) has at least five years of
experience in
management; and

(d) meets tl1e requirements of
chapter six of the
constitution.

The lnstitute recommends that
the amendment be made as
follows;

(2) A person shall be qualified
for appointment as a chief
executiw of6cer, if the perlon -

(a) has a degrec in
accounting or finance
from a university
recogrr.ized in Kenya;

(b) is a certified member in
good standing q/ith the
professional body
regulating Accountants;

(c) has at least ten years
knowledge and
eqrerience in tJle
relwant field;

(d) has served in a position
of senior manageaent for
a pcriod of at least five
years; and

(e) meets the requirements
of chapter six of the
constitution .

Ttris is line with the
Mwongozo guidelines and
is best practice observed
with other state agencies.

Cleuro 19

Scctloa 195A.(21

ICPAK SUBMISSION ON THE PUBI-IC FINANCE MANAGEMENT (AMENDMENT) BILt, 2024



ICPAK Submissions on Public Finance Management (Amendment) 8il12024

To support prompt
closure of the audit
process and equitable
distribution of resources
at the two levels of
government.

For instance, the Institute
notes that the last
audited accounts of
2O2O /21 were the
reference point for the
Division of Revenue Bill
2024, which might not be
a true reflection of the
total national government
collection.

Scctloa of tLo Aot
*2t

irm. Ol Coaorrn rcFAf,, h.GorDu.ndrtloan Jnrtlf,catto!

Quqllflcauoa al|td
Appolatmcat IIc.d!
of Flnanclal
Reporttng
Ualts / functlons la
the Publlc Sector

New Provision on the
qu alification and appointment of
Heads of Financial Reporting
Units

The Institute proposes
amendment of to the Public
Pinance Management Act 2OI2
by inserting a new sub-section
(4) to read

The Head of a Fhaaclal
Reportlng Ualt shell be a
person appolated ln such
capeclty and ls a member of a
atatutory body rerpoarlblc for
the proferslonal regdatlott of
accountants ln Kcnya.

It is important to insert
this amendment to
support Public Finance
Management and provide
the necessary technical
expertise in the
development of financial
statements.

Tlmely
conclderetlon
approval of
Reports

and
Audlt

New Propoeal or Tlmely
coaslderatloa and approval of
Audlt Reports

The Constitution under Article
229 (7) mandates the Auditor
General to submit Audit reports
to Parliament or the relevant
county assembly to ascertain
whether public resources have
been applied lawfully and in an
effective manner.

Under Article 229 (8), Within
three months after receiving an
audit report, Parliament or the

Article 203(3) grarrts National
Assembly the mandate to
receive and approve most recent
audited accounts of revenue for
purposes of revenue share.
Howevcr, this process has
delayed in most cases.

Therefore, the Institute
proposes Amendments to the
Public Finance Management
Act 2012, to provide strict
timelines for the process of
considering the audited
financial statements as

ICPAK 5UBMI5SION ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, 2024
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gubnitted by the Auditor
General.

county asaenbly ahdl debate
and consider the report and take
appropriate aetion.

The Institute has exlrressed its concern regarding the passage of the proposed amendment in its current form, which, if
enacted without addressing the issues and proposals outlined herein, could undermine the significant progress made by
the National Treasury in 3!'sernlining Financial Reporting. While public sector accountants will seek to meet compliance
requiremeots, there is a substantial risk that they may be compelled to submit work of inferior quality under presaure to
meet tight deadlines.

In light of tfiese considerations, the Institute atronSly recomrhends a rerrision of the proposed tim3[n6, recommending an
extension to two aorth!, specifcally to August 3Ist. This adjustment would bettcr facilitate compliancc while crrsuring
the integrity and quality of the financial statementE subrEitted.

ICPAK SUBMISSION ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, 2024
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REPtItsLIC OlJ I(ENYA

OFFICE OF T}IE ATTORN EY-GENERA L
&

DEPARTMENT OT JUSTICE

Our Ref: AG/LDD / 57 8 /1 /111 24th September,2024

Mr. Samuel Njoroge
Clerk of the National Assembly
Parliament Building
P.O Box 41842-OO\OO
NAIROBI.

RE: STAKEHOLDER ENCAGEMENT ON PUBLIC FINANCE MANAGEMENT
(AMENDMENT) BILL,2024 (NAT|ONAL ASSEMBLY BILL NO. 26OF 2024)

We make reference to the abovementioned rubject matter and your letter under Ref.
No. NA,/DDC/F&.NP/2O24l100 dated the l7,h September, 2024, the receipt of which
is acknowledged.

ln the letter, you sought our opinion with respect to the proposed Public Finance
Management (Amendment) B'nl, 2024. seeking to change the law to align the
timelines for passing and consideration of the Finance Bill by the county assemblies
and the National Assembly. and in particular to amend-

section 129(2)(a) of the Act to provide for clarity and harmonization of
timelinel for passing of the Finance Bill between county assembly and the
National Assemblyl

2. the Act by introducing a new section 131A to provide for rimilar procedures for
submission. consideration and passing of the Finance Bill between the county
assembly and the National Assembly: and

3. by repealing section I33 to align the practice in the county assembly to that of
the National Assembly in conlideration of the finance Bill.

Having considered the content of the proposed amendments, and in light of the
foregoing, it is our considered view that the amendments proposed with regard to
Act do not offend the Constitution or any other Act of Parliament and therefore in
order, subject to policy guidance by the National Treasury.

We trust that this opinion will be of asiistance and that you will be pleased to be
guided accordingly. We remain at your disposal to pi-ovide such other guidance a;
may be required.

HON.
soLl

. MOSE
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REPUBLIC OF KENYA

OFFICE OF THE ATTORNEY-G ENERAL
&

DEPARTMENT OF JUSTICE

Our Ref: AG/LDD/ 578/1 /11O 24'h September, 2024

Mr. Samuel Nioroge
Clerk of the National Assembly
Parliament Building
P.O Box 41842-00100
NAIROBI.

RE: STAKEHOLDER ENGAGEMENT ON THE PUBLIC FINANCE MANACEMENT
(AMENDMENT) BILL 2024 (NAT|ONAL ASSEMBLY BILL, NO.2 OF 2024)

Reference is made to the above captioned subject matter and your letter under Ref.
No. NA.zDDCIF&NP/2O24/1O0 dated the lTth September. 2024, of which receipt is

acknowledged, with thanks.

As requested, we have reviewed the content of the proposed amendments and note
that the Bill proposes to amend the Public Finance Management Act. 2Ol2-

1. to decrease the period of time for submission of financial statements by public
entities from three months after the end of financial year to one month after
the end of financial year; and

2. Secondly, to establish the Public Sector Accounting Standards Board as a body
corporate.

With regard to the firrt proposal and specifically to the timeframe of submission,
auditing and reporting of public accounts, our attention is drawn to Article 229(4) of
the Constitution. The Article requires the Auditor-Ceneral to, within six months after
the end of financial year, issue an audit, in respect of that financial year, on accounts
of all state organs and public entities. Upon review of the content of the stated
Article. we confirm that the envisaged amendment does not offend the Constitution
in relation to the operating timelines of Auditor-General and in this respect, and
tubject to policy direction by the National Treasury, our Office has no objection to
the amendment.

On the proposal to establish Public Sector Accounting Standards Board as a body
corpoi'ate. our attention is furthei- drawn to section 86 of the Public Finarrce
Management Act, on establishment of itate corporations. which provides as follows-

SHTRIA IIOI.JSE. HARAMBEE AV[NI]T
PO 8or{01l:{0100. NAIROBI, KENYA TEL *15.120 2127.161 :lJlliJ.07ll9115tt5/0?12t2999i

E-M^lL !!-lc_rEtat4!r2tr$r@kq$s.!9,tr WEBSITE s$! inorlr!s!!!ral.ro.kc

DEPART},EN]' OF JIJSTICT
CO-OPER,\TIv[ BAM( I{OUSS, HATLLE SELLASIE AVENUEP O Aor 560J?-00]00 Nifobr.KcnY[ TEL Na'robr ]221029r 22,10117

E.MAIL bsdeustc-eSgIr WEBSItE \s1v iusxce co k!

rl v
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(l) A state corporation may be established...only with the prior approval of the
Cabinet, which approval may be Siven 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... state

corporations and the regulations shall be tabled in Parliament for approval.

To this effect, regulation 215 of the Public Finance Management (National

6overnment) Regulations, 2015, provides. in part, and among other requirementJ'
that-

(2) A state corporation may be established only with the prior approval of the
Cabinet, with reference to a legislation enacted to Sovern the efiablishment'
manatement and dissolution of such government commercial enterprises.

Further to the above. sub-regulation (3) requires that in order to establish a state

corporation or a subsidiary of a state corporation, the following shall be meet-

(a) the responsible Cabinet Secretary shall submit a written business care to the

Cabinet Secretary, with detailed justification for establishing the ttate
corporation or the sublidiary;

(b) the business case in paragraph subparagraph (a) shall be informed by a

feasibility assessment of the proposed state corPoration or the subsidiary
for the purpose of atcertaininS-

(i) the economic and financial viability of establishing the state

corporation;
(ii) whether the proposed activity cannot be conducted through an

existing corporation or the Parent dePartmenti

(iii) whether or not there is need to establish a new corporation;

(iv) the functions and obiective that its establishment is supposed to
attainl

(v) how the activities of the proposed corporation will fit in the

department's legislative mandate and medium term strategy, and
aid the realization of the objectives of the programmet associated

with that department:

(vi) how it shall impad the fiscal position of the Sovernment: and

(vii) the amount of government share.

ln light of the foregoing, it ir our conridered view that the criteria for establishment of
Jtate corporation, a5 5et in law. must be adhered to when amending the Act to create

the Public Sector Accounting Standards Board as a body corporate.



t

We trust that this opinion will be of asJirtance and that you will be pleased to be
guided accordingly. We remain at your disposal to provlde such other guidance as
may be required.

E
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Submission On the PFM (Amendment) Bitl 2024 And

PFM(Amendment) (No.2) Bill,2024 Presented Before the National
Assembly- Departmental Committee on Finance and National

Planning During Stakeholder Engagement Held On 25th September

2024,At Bunge Towers.

1.0. Introduction

Thc I'ublic Finance Management (Amendment) Bill, 2024 Seeks to amend the PFM Act, No.l E of 2012,

bl rcdrrcing the time for submission of financial stntcrnents by public entities from three months to one

momh after the end ofthe hnancial year, to ensure thrt tlx office ofthe auditor General has adequate time

to carry out rcquircd audits and preparc the neccssary rcports. On the other han4 the PFM (Amendment)

(No.?) Bill, 2024, seeks to amend the Public Finance Management Act, Cap.4l2 A, to align the timelines

for passing and consideration of the Finance Bill by 0rc Counry Assemblies and National Assembly.

l'hs Coast Regional Budget Hub is a platform for Public Finance Management @FM) practitioners, that

brings together r€gional voices for collective efforts and synergy to enhance public budgets and services

acrr'rss the Coast Region of Kenya. The Coast Regional Budget Hub operates in the six Coastal counties:

Mombas4 Kwale, Kilifi, Lamu, Taita-Taveta, and Tana River Countics. The Hub is Comprised of budget

cooRli[ators, facilitators, and champions from various organisationyinstitutions, informal groups,

ar:adcmia and individuals, drawn from across the Coast. The Coast Regional Hub builds the collective

capacity of communities to engage eflectively and mobilizes participation in the budget-making processes

at tIrc county, regional and national levels.

In response to lhe National Assembly's invitation for srakeholder engagement, as outlined in the letter dated

lTth September 2024, referenced NA/DDC/T'&NP/2024I101, the CRBH is pleased to submit its

observations, concerns, and rccommendations reganling the proposed bills. The first section outlines a

summary of our key submissions, followed by a detailed analysis of each bill's proposed amendments,

associated concerns, and our primary recommendatiors, concluding with a general overview.

2.0. Key Summary submission

The PFM (Amendment) Bill,2024 Seeks to reduce the timeframe of submission of financial

statements and repor8 by public entities from three months to one month and submission of
national and county amual financial statements and summaries from four months to two months,

zrs provided in the various sections of the Bill. Whereas this is good for ensuring eificiency and

timely reporting, there ought to be consideration in terms of resources to enable various public

entities to deliver within the proposed timeframe.

Page 1 of 7
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The PFM Amendment B.tll, z0z4 amends secrion 6s(2) (k), 4(b) and turther proposes sdding
subsection 44, which holds accounting officers liable for not implementing the provisions under
section 68(4). The lrcnaltics for non-compliance include imprisoffnent for up to five years, a f,me
ofup to ten million shillings, or both- This is commendable to ensure compliance. However, the
timeline is still constraining. While accountability is crucial, consider introducing tiered penalties
based on the severity of the offence or providing clearer guidance on compliance expectations to
ensure faimess and reduce fear ofexcessive punlihment for minor infractions.
Re-establishme . of the board- Re-establishing thc public sector Accounting standards Board
(PSASB) as a body corporate will grant it legal indcpendence and greater authority to manage irs
financial and administrative affairs, enabling it to cnter contracrs, own property, sue or be sued, and
pursue initiatives that enhance public sector finrncial accountability and transparency. However,
the National Assembly may want to consider the rdditional cose that comc with thc establishment
of the entity, which could increase the ballooaing wage bill and operational costs, as the country
is implementing the Fiscal consolidation progr&mme.
The PFM (Amendment) bill (No.2), 2024, secks to amend the submission and consideration and
passing of the Financc Bill by county assemblies by the 30o ofJune, to a.lign it with the national
assembly. The alignment of the timelines with thc nalional goyemment processes and elimination
ofthe outdated provisions, will provide timely decision-making, enhance accountabiliry, and fosrer
consistency in frnancial management practices acruss all levels of govemment. However, there is
a need to ensure public awareness ofthe chaagcs should the bill sail through and encourage publio
participation in the counry fmance bill.
we propose that section l3rA(4xo bc added to the amendmenls to require openness and
accountability, including public participation in rcvcntre matrers, in alignment with Article 20I(a)
of the constitution of Kenya, 2010, which mandstes that all aspecs of pubtic linance adhere to
the principles of openness, accountability, and public participation.

3.1: PFM (Amendment) Bill,2024

3,1.I. Proposed Amendments

I . The PFM l4mgndment Bill), 2024, seeks to amend several sections and sub-sections to reduce the time
for submissions of financial slatements by various public entities, as follows:

a. Section 2 of the proposed bill seeks to amen4 secrion 23(l) of the principal Act (pFM Acr, No.
18 of 2012), regarding the fnanciar statemenrs in resped orcontingencies funds derettng ',three
rzrozdr " and substituting it with ,,oru month,'

6. section 3 ofthe proposed Bill seeks to amend the principai Act (pFM Acr, 2012), secrion 24( I 0)
(b) reducing the timeline for an administrator of a national public fimd to submit financial
statements to the Auditor General from three months to one month- l

t R.k. to S.ctbn I oltlr tturot d ?fM A@,rdh.,t di . toz.l

Page 2 of 7
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Section 4 of the Bill proposes to amend section 6E of the Principal Act, on the responsibilities
ofaccounting officers for the national governm€ot entilies, parliament and thejudiciary.

Section 68(2) (k) is anended by roducing the timelines for submission of annaal

Jinancial statemenls for the Jinancial year by the accounting oficer of national
government enlities, parliamenl and judiciaryfrom lhree months to one.

I/ .r coAst (tcroN^r

F | "'oo" "'o

c

e.

2 Rekr to tections 6 and 7 of h. PFtt! (a .nlN 4Bilt.2011

Page 3 of 7

Further, section 686) O) by adding "Auditor General" immediately afier the national
treasury, making the Auditor General one of the recipients of the reports prepoed by
an accounting ofrcer on the actions taken by the entity in the implementation of
recommendations made in by the relevant committee of the national assembly, a$er the
adoption ofthe report, according to section 4 (a)-

Introduction of a sub-section, "4A", which holds accoutting offcers liable lor not
implementing the provisions under Section 68(0. fhe penalties for non-conpliance
include imprisonment for up to fve years, afine of up to ten million shillings, or both,
according to Section 199 ofthe PFM Act, 2012.

d Section 5 of the proposed bill amends the Principal Act, Section 80(a), by reducing the
timeframe for the National Treasury to submit the financial statements and summaries

referenced in Section 80( I ) to the Auditor General, with copies to the Conrrollcr ofBudget and
the Commission on Revenue Allocation (CRA), Aom four (4) months to two (2) months.

The proposed bill amends the principal Act by reducing the submission periods specified in
Section 8l(l) (annual reporting), Section 82(3) (submission of accounts by the Receiver of
Revenue), Section 82(4) (submission ofwaivers and variations oftaxes granred by the Receiver
of Revenue), and Section 84(3) (submission of hnancial starements bv an administrator of a

national public fund) from three months to one month, rcspectively.2

f. The Bill proposes to amend Section I l5(l) conceming rhe submission offinancial statements
for an Emergency Fund by the County Trcasury, Section I l6(7)(b) regarding the accounts of a
county public firn4 and Section 149(2[k) relating to the submission of annua.l financial
statements by the accounting omcer to the County Assembly, by rcducing the respective
timeframes for submission from three (3) months to one (l) month.

g. The Bill proposes to amend Section 163(4), reducing the timeframe for the County Treasury to
submit annua.l frnancial statements and surnmaries, as refened to in Section 163(l), from four
(4) months to two (2) months a-fter the end ofthe hnancial ycar. Additionally, it amends Section
164(4) regarding arrrual reporting by accounting oflicers, Section 165(3) conceming affrual
reporting by receivers of revenue, and Section 167(3) regarding annual reponing by
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administrators of county public nmds, reducing the submission timeframes in each case from
three (3) months to one (l) month.

h. Establishment of PSASB as a body corporate. Section 16 of the Bill, deletes section 192 of
the Principal Act on Establishmenr of Public Sector Accounting Standards Board and intoduces
a new section, establishing thc board as a body corporate, with perpetual succession and a
common seal. As a body corporate, the Board shall be capable of suing and being sue4 taking,
purchasing or otherwise acquiring end borrowing, holding, charging, or disposing ofmovable
or immovable property. The board shall succeed the existing PSASB.

3,1.2. Issues/ concerns on the proposed amendments.

II

llt.

lv

Time constraints- The amendment reduces the time available for the National Treasury, county
treasury and accounting officers of public entitics to prepare and submit financial statemcnts on
various public Funds from three months to one month. Further, the deadline for compilating an
aDnual report is rcduced from 4 months to two months. This reduction of time&ame potentially
creates undue pressure, which could potentially lead to rushed or incomplete financial reporting,
particularly if delays occur in the cornpilation of data.
The amendmenl is good fot improving efrlclcnc! ond transparengt by spceding up financlol
reporTing, benefiting stakeholders and ovenight institrtions and the public with quicker access to
data. Howcvcr, it may conflict with bureaucratic operations that may struggle with the rapid
hrrnaround. Further, there is a need to ensurc, that there are intemal capacities in the national
treasury, county treasuries or administrators ofpublic fimds to deliver such in the given timclines.

Alignmenl with rcporting of other linonclal statemcnts- The one-month period must align with
other statutory financial reporting deadlines, such as annual reviews, departrnental reporting, and
year-end reconciliations, to avoid overlap or bottlenecks that could impact the quality and
tirnelincss of a-ll financial rcports.

The PFM Amendnent Bill, 2024 amends Section 68(2) (k), 4(b) and fluther proposes adding
subsection 4A., which hol& accounting officers liable for not implementing the provisions under
Section 68(4). The penalties for non-compliance include imprisonment for up to five years, a fine
of up to ten million shillings, or both. This is commendable to ensu.re compliance. However, the
timeline is still constraining.

Re-establishment of the bosrd- Re-establishing the Public Sector Accounting Standards Board
(PSASB) as a body corporatc will grant it lcgal independence and greater authority to manage its
financial and administrative affairs, enabling it to €nter contracts, own properry, sue or be sued, and
pursue initiatives that enhance public sector frnancial accountability and transparency.
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3.1.3. Our Key Asks / Recommendations

To enhance operational efliciency and transparencn the National and county Treasuries should

invest in automated financial management systems that facilitate real+ime data collection,
processing and reporting. This will reduce manual workloads and make it easier to me6t tighter
deadlines. Additionally, taining staff to efficiently use these tools will help ensurc that financial
statements are accurate, even within a shortened timeframe. However, it should be noted that this

is likely to some with additional Costs.

Review and if necessary, adjust the timelines for other financial reporting requirements, such as

annud revicws and ministries and deparlmenlal reptting, to avoid overlap or bottlenecks. Further,

thcrc is a need to establish a coordinaled calendar for all financial reporting processes to ensure

that the one-month deadline aligrs smoothly with the other reporting tasks.

While accountability is crucial, consider introducing tiered penalties based on the severity of the

offence or providing clearer guidance on compliance expectations to ensure faimess and reduce

fear ofexcessive punishment for minor infractions.
On re-establishment of the PSASB as 8 body corporate- To mitigate the risks associated with
acquiring, holding, or disposing of assets, it is crucial to establish strong internal govcrnrnce
frsmeworls for the Board This includes implementing intemal controls, clear policies on asset

management, 8nd strict financial reporting standards.

3.2. PFM (Amendment) Bill, (No.2) of 2024

The bill seeks to amend the Public Finance Management Act, Cap.4l2 A, to align the timeiines for passing

and consideration of the Finance Bill by the County Assemblies and National Assembly.

3.2.1. Proposed amendments

ll.

1ll,

It.

11l

Section 2 ofthe PFM (Amendment) (No.Z) Bill of2024 seeks to anend section 129(2)(a) ofthe
PFM Act, Cap 412 A, by deleting the word "Except Finance bill". By so doing, rhe CECM finance

shall submit to the county assembly the budget estimates, supporting documents and any other bills
required to implement the budget.

The Bill introduces a new Section l3lA, on the submission, consideration and passing of the

Finance Bill. The new Section l3l ( I ) rcquircs CECM f[rance to submit to the corurty assembly the
Finance Bill, setting out revenue-raising mcasures for the county govemment on /before 306 April.
Further, section l3lA (3), requires the cormty assembly to pass the Bill on with /without
amendments for it to be assented by 30u June each year.

The bill repeals section 133 of the PFM Act, 201?, Cap.4l2A to align the pracrice ofthe County
Assembly in the Consideration of the Finance Bill, with that of the National Assembly.
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3.2.2. Comments/ Concerns

ul

The new Section l3lA will align the county timelines wi*r those of the national govemment,
requidng Finance Bitls to be submitted by April 30th and passed by June 30th. This
synchronization will help reduce inconsisiencies bctween county and national lnancial
frameworks, ensuring that county governrnenB are better prepared for the start ofthe fiscal ycar.
Enhanced Accounlablllty and Timcliness- By mandating th. county assemblies to pass rhe
Finance Bill by June 3oth, the amendments promote timely enactment ofrevenue-raising measures.
reducing delays that could affect the implementalion of the budget.
The repeal ofsection 133 eliminates outdatcd provisions, that rcquired the finance Bill to b€ passed

90 days after the passing of the County Appropriation Act and brings the process for county-level
Finance Bill consideration in line with that of the Netiongl Arsembly, fostering consistcncy in
financial managemcnt practices across all levels ofgovcmment.
We proposed that Section I3lA(A)(g) be added to the amendments to requife openness and
accountability, including public participation in revenue mrtters, in alignment with Article 201(a)
of the Constitutioo of Keuye, 2010, rvhich mandates that all aspects of public finance adhere to
the principles of openness, accountabitiry, and public panicipation.

ll.

lll

3.2.3. Recommendations/ Kry Asks

There is a need to establish a monitoring fremework to ensure that both county executives and
assemblies adhere to the newly established timelines.
To ensurc smoo$ implementation of the rcvised timelines, cou[ty rssemblies should invest in
building their technical and administrative capacities to handle the increased workload during the
budget Estimates and Finance Bill review periods.

There is a need to create public awarcness ofthe ch.atrges, should the bill sail through and enmurage
robust public perticipation in the Finance Bill process at the county level to ensure that rcvenue-
raising measures are both transparent and reflective of local needs.

4.0. Conclusion

The PFM (Amendnent) Bill, 2024 inhoduces significant changes aimed at expediting finaneial reporting
timelines for various public entities 8nd aiigning county and national processes. While these amendments
will promote greater efficiency and accountability, they also raisc concems about the potential pressure on
public entities to meet shorter deadlines, which may compromise the quality oFreporting.

The proposed amendments to the Public Finence Msnrgement Act, Cep. 4l2A is a positive step towards
harmonizing the budgetary processes between the national and county goverrunents, particularly about the
submission and consideration of Finance Bills. The alignment of the timelines with the national govemment
processes and elimination of the outdated provisions, will provide timely decision-making, enhance

accountability, 8nd foster consistency in financial management practices across all levels ofgovemment.
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OFFICE OF THT AUDITOR-GENEiAL

Enh ancing Accou ntability

AUDITOR.GEI{ERAL'S SUBM]SSIONS TO THE NATIONAL ASSEMBLY

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING

DURING THE STAKEHOLDER ENGAGEMENT FORUM TO CONS]DER THE

PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL, 2024 (NATIONAL

ASSEMBLY BILL NO. 2OF 20241

25 SEPTEMBER,2024



The Chairman, The National Assembly Departmental Committee on Finance

and National Planning - Hon. Kuria Kimani, MP

Honourable Members of the Committee

Fellow Stakeholders

1. I thank the National Assembly Departmental Committee on Finance and National

Planning for once again according me this opportunity to present my views on the

matters that touch on my mandate. I am pleased that the Committee has re-

introduced the proposed amendments to reduce the timelines for submitting the

financial statements to me for audit and establish the Public Sector Accounting

Standards Board as a body corporate.

2. As you are aware, during the 12th Parliament, the Committee had introduced the

same amendments through the Public Finance Management (Amendment) Bill,

2020 (National Assembly Bill No. 39 of 2020) and the Public Finance Management

(Amendment) Bil, 2022 (National Assembly Bill No. 16 of 2022) which,

unfortunately lapsed before they were passed.

3. Both the Public Finance Management (Amendment Bill),2024 (National Assembly

Bill No. 2 ot 2024\ and the Public Finance Management (Amendment Bn,),2024

(National Assembly Bill No. 26 of 2024) directly affect my oversight role as the

Auditor-General and by edension prudent, economic, effective and etficient

collection, management, use and oversight of public resources by Parliament and

County Assemblies.

Mandate of the Office

Honourable Chair

Honourable Members

4. My Office is mandated by Article 226(3) and Aficle 229(4) of the Constitution of

Kenya, to audit the accounts of the National and County Governments, National

Assembly and County Assemblies, all Funds and authorities of National and

County Governments, accounts of all Courts, Public debt and all institutions,

programmes or projects funded by public funds. Article 229(6) further mandates

the Auditor-General to confirm whether or not public money has been applied

lawfully and in an effective way.

5. Article 252 of the Constitution empowers my Office to:
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. Conduct investigations on own initiative or complaint by a member of the

public

. Carry out conciliation, mediation and negotiation

6. The Constitution and the Public Audit Act, 2015 also provide additional roles,

mandates and functions which include among others:

a. to submit, at any time, a report on a particular issue to the President, the

National Assembly or the Senate.

b. to provide assurance on the effectiveness of internal controls, risk

management and overall governance in national and county governments

c. to provide assurance on collection of revenue and acquisition and use of

assets and liabilities by government

7. We fulfil our roles and mandates by conducting various types of audits which

include:

i. Financial Audits

ii. Compliance Audits

iii. Performance/Value-for-Moneyaudits

iv. Forensic Audits

v. Systems Assurance/ lnformation Systems Audits

vi. Procurement Audits

vii. Public Debt Audits

viii. CitizenAccountabilityAudits

ix. Public Private Partnerships Audit

8. ln addition to oversight, the audits also focus on broader good governance aims

that go beyond traditional auditing. These include:

o hindsight - horizontal and systemic view of how government is performing

o insight - how policies affect outcomes in the present

. foresight - how policies can translate into better lives in the future
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The Public Finance Management (Amendment Bill), 2024 (National Assembly Bill

No. 2 of 2024)

Honorable Chair

Honorable Members

9. Allow me to give my submissions on the proposed amendments to the Public

Finance Management Act, 2012 starting with the National Assembly Bill No.2 of

2024.

A. Proposed Amendments With Regard to Timelines for Submission of
Financial Statements to the Auditor-General

(i) The Timeline Problem

l0.Article 229(4) of the Constitution requires the Auditor- General to carry out the

mandate of audit of public sector accounts within six (6) months after the end of

the financial year. Article 260 defines the financial year as the period of twelve

months ending on 30 June. The drafters of the Constitution had, therefore,

envisaged that the Auditor-General has six (6) months to carry out the audit after

30 June and submit audit reports by 31 December of every year.

1 1. The Public Finance Management Act, 2012, however, requires Accounting

Officers, Receivers of Revenue, Administrators of Judiciary, Parliamentary and

other National and County Public Funds and the National and County Treasuries

to submit their financial statements to the Auditor-General within three (3) months

and the consolidated financial statements within four (4) months after the end of

the financial year respectively. This, therefore, reduces the time dedicated for audit

of the accounts from six (6) months to three (3) months and has been a great

limitation on the Auditor-Generals ability to satisfactorily meet the Constitutional

timeline. lt has also been negatively affecting the scope and quality of audit

reports.

12.This problem is further compounded by:

a. public sector entities delaying submitting the financial statements in a timely

manner or submitting unauditable financial statements that require

numerous revisions.

b. The National Treasury further introduced a quality review process over

financial reporting, in which reviewers in the Financial Reporting Unit under

the Director General, Accounting Services and Quality Assurance have
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been carrying out prior reviews on the financial statements before they are

submitted to the Auditor-General.

1 3. The prior quality review of the financial statements by The National Treasury before

submission is an indicator that the entities are capable of submitting financial

statements for audit to the Auditor-General earlier than September.

14. However, despite these prior quality reviews, the Auditor-General still raises

numerous queries on the financial statements including qualified opinions.

(ii) ProposedAmendments

Honorable Chair

Honorable Members

15. I am pleased to note that the Bill recognizes the important oversight role played by

the Office of the Auditor-General and that it proposes to remedy the challenges in

the execution of audit and ensure that the Office has adequate time to carry out

required audits and prepare the required reports for submission to Parliament and

the County Assemblies.

16.Clauses 2-4,6-11 and ',l3-15 of the Bill proposes to reduce the time required to

submit annual financial statements by the National and County Treasuries,

accounting officers and administrators of national and county funds as required in

the Sections 23(1), 24(10)(b), 68(2Xk), 81(4), 82(3), 82(4), 84(3), 1 15(1), 1 16(7Xb),

149(2)(k), 1M(4), 165(3) and 167(3) of the PFMA, 2012, trom within throc

months to within one month.

17. Further, Clauses 5 and '12 of the Bill also proposes to reduce the time required to

submit consolidated annual financial statements by the National and County

Treasuries as required by Sections 80 (4) and 163 (4) from within four months to

within two months.

Honorable Chair

Honorable Members

18. I submit that my Off ce supports the proposed amendments with regard to reducing

the timeline for submitting the financial statements to the Auditor-General.

19. Let me start by saying that legislative timelines for submitting financial statements

should be viewed as a minimum standard rather than as an ideal objective. What
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the Bill proposes should not be viewed as something new but rather reforms to

improve financial management in the public sector.

20. lndeed, the proposed amendments are in line with the Framework of Professional

Pronouncements for lnternational Organisation of Supreme Audit lnstitutions. Our

lnternational Auditing Standards Principle 1 (INTOSAI-P 1) recommends that

either the law or the Supreme Audit lnstitution (for individual cases) shall set time

limits for furnishing information or submitting documents and other records

including the financial statements to the Supreme Audit tnstitution.

21. Further, the lnternational Auditing and Assurance Standards Board, in its

Framework for Audit Quality, has noted that the financial reporting timetable is one

of the critrcal environmental factors that affect the relevance, timeliness and

reliability of financial reports and therefore the quality of audit.

(iii) Comparative Analysis with other Legislative Requirements and

Jurisdictions

Honorable Chair

Honorable Members

22.We have reviewed other leading jurisdictions, within the Commonwealth, with similar

financial reporting and audit arrangements with the public sector as detailed in

Appendix 1. The trend is similar to what the Bill is proposing.

23. Locally, the Capital Markets (Securitaes) (Public Offers, Listing and Disclosures)

Regulations, 2002 Fifth Schedule 8.20 (1)requires listed companies to prepare an

annual report containing audited annual financial statements within four
months of the close of its financial year. Similarly, the Central Bank of Kenya Act,

Cap 491 Section 54 and the Banking Act, 2015 Section 23 also requires the CBK

and the licensed banks to submit audited financial statements to the Central

Bank not later than three months after the end of their financial year. The

Insurance Act, Cap 487 requires insurance companies to submit audited financial

statements to the lnsurance Regulatory Authority within three months after the

end of the period to which they relate.

24. Some of these listed companies, banks and insurance companies are State Owned

Enterprises (SOEs) which we audit. They include:

. East African Portland Cement Company
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. Kenya Power and Lighting Company

. KenGen

e Central Bank of Kenya

. Local Authorities Provident Fund

. Development Bank of Kenya

o Kenya Post Office Savings Bank

. Consolidated Bank

. lndustrial Development Bank Capital Ltd

. Kenya Re-lnsurance

25. They submit their financial statements as required by their enabling legislations

and we are able to audit and report within the stipulated timelines.

26. ln addition, there are other public sector entities including State Departments and

County Governments that have been able to submit their financial statements to

us between one and two months after the end of the financial year despite the

PFMA, 2012 requirement of within lhree months as detailed below.

Month No. of Flnanclal Statements Received

202112022 202212023 202312024

July 5 I 6

August 37 21 82

27. This has been made possible because these entities recognize the benefits of early

submission of financial statements and choose to make timely financial reporting

a priority. This, therefore, indicates lhat Public Sector entities have the ability to

report in a timely manner and indeed earlier than the currently stipulated timelines.

A list of the entities that have submitted financial within one and two months is

annexed in Appendix 2.

(iv) Benelits of Timely Financial Reporting

Honorable Chair

Honorable Members

28. Financial statements are intended to strengthen accountability and to provide the

information needed for effective management and decision-making, including
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performance evaluation. Therefore, timely financial reporting will accrue benefits

to various actors in the financial reporting ecosystem and supply chain.

29.Timely financial reporting by public sector entities that we audit will improve the

, relevance and usefulness of the information reported. Although timeliness alone

does not make information useful, the passage of time however, usually diminishes

the usefulness that the information would have had on effective decision making.

Timeliness will also enable management to take any remedial action early enough,

where required and will in turn enhance the relevance and implementation of audit

and Parliamentary recommendations.

30. Timely financial reporting by the National and County Treasuries and the

Government at large indicates the responsiveness of the government to the
public's concerns and informs superior managerial capability and greater

openness and transparency about how the peoples' business is conducted. lt build

trust and confidence in government, thereby increasing the confidence of

investors and development partners in our government as we are able to
demonstrate early enough how we make use of resources provided by them.

31 . |t will also improve fiscal and managerial discipline by Accounting Officers as

contemplated in Article 201 of the Constitution which requires openness,

accountability, prudence and responsible financial management, and clear fiscal

reporting as principles that guide financial management in the public sector. We

note that The National Treasury delays in disbursing funds to Ministries,

Departments, Agencies and County Governments especially in the last quarter of

the financial year. These funds are received in the month of June and July for

activities required to be implemented in the last quarter. This is essentially a t3rh

month that is introduced in the accountability cycle and it contributes to delays in

preparing and submitting financial statements to the Auditor-General for audit, as

these fansactions are included in the financial statements for the year then ended.

32.1f the proposed amendments are adopted, public sector entities will have to

implement a clear cut-off period for reporting financial transactions. They will also

need to keep proper records and audit trail for financial transactions they have

canied out upto 30th June as required by Article 260 of the Constitution. This will

lead to improved fiscal and managerial discipline by the Accounting Officers.
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33. For both Parliament and the County Assemblies, timely financial reporting will

enable synchronization of the budgeting and accountability cycles especially

in division of revenue between the National and County Governments. Article

203(3) of the Constitution requires that the equitable share of revenue raised

nationally allocated to County Governments should be calculated on the basis of

the most recent audited accounts of revenue received, as approved by the National

Assembly. However, we note that currently, Parliament is in arrears by one year in

debating and considering the report of the Auditor-General on the accounts of

revenue (cunently debating 202A2023). This been occasioned, by among other

reasons, the delay in submission of audited accounts. This has also meant that the

current Division of Revenue has used audited accounts which are two years in

anears (202012021 instead ot 202212023). This greatly disadvantages both the

National and County Governments in revenue sharing as the most recent

information or data is not used as the basis of revenue sharing.

34. lf the proposed amendments are adopted, the budgeting cycle will be greatly

enhanced as Parliament will have current reports from the Auditor-General to

discuss and will, therefore, adopt revenue accounts early enough for their

consideration during the budgeting process and division of revenue. The audit

report will also form a basis for budget decision making.

35. Timely reporting will also enable Parliament and County Assemblies play their pre-

and post-budget oversight role effectively. Wth early submission of financial

statements, OAG will provide timely audit findings on the financial statements to

Parliament. The findings include critical issues we come across regarding the

laMulness and effectiveness of budget execution and governance, internal

controls and risk management. This information can assist Parliament when

allocating resources. For instance, projects which are stalled, underfunded projects

or projects not in use will inform budget allocation.

36. Further, Parliament and County Assemblies will be able to scrutinize value for

money in the use of the funds they have allocated and appropriated to confirm if

they have been used or managed in compliance with the laws and regulations, they

have legislated, for the benefit of the people they represent.

37. ln addition, Parliament, County Assemblies and the relevant oversight committees

rely on the Auditor-General's audit reports to undertake their oversight role. lf

financial statements and audit reports are presented early, Parliament and County
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Assemblies will be able to issue recommendations on time to the Accounting

Officers. This therefore means that Parliament will have mitigated early enough

against practices that are likely to lead to fraud, waste and misuse of public

resources

38. Finally, timely reporting will enable my Office to carry out more in-depth audits on

lawfulness and effectiveness in the use and management of public resources as

mandated by Article 229(6) before the financial year ends. The audits will enable

us carryout comprehensive physical verification of projects. The reduced timeline

for submission of financial statements for audit will also lead to improved efficiency

in auditing as the Auditor-General will gain two (2) additional months to audit and

issue audit reports within the Constitutional timelines. The additional two months

will provide my Office with ample time to conduct comprehensive financial audits

after the end of the financial year, thereby, increasing the speed, efficiency, scope

and quality of the audit reports I issue to Parliament and the County Assemblies

for oversight.

(v) Justification for Supporting the Proposed Reduction of Time for
Submitting Financial Statements

Honorable Chair

Honorable Members

39. The OAG supports the proposed amendments on reducing the timelines for

submission of financial statements for audit because we believe the following

financial management reforms facilitate and support this:

a. Automation of financial reporting process

40. Public sector entities have automated their processes for financial management

and reporting as reinforced by Regulation 102 of the Public Finance Management

Regulations, 20 t 5 for both National and County Governments. For instance, the

Ministries, lndependent Offices and Commissions and County Governments make

use of IFMIS for business processing and financial reporting. This is an integrated,

robust and reliable system if used well. The system has been re-engineered over

the years and is in the process of migrating the accounting framework to accrual

basis. The Government has also made heavy investments in training accountants,

finance and procurement officers in the use of lFMlS, both at the National and

County Governments levels.
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41. Similarly, state corporations and other semi-autonomous government agencies

have also automated their operations including financial reporting which means

that financial statements can be generated easily and quickly. The entities have

also been using the accrual basis of accounting for more than ten (10) years.

b. ln-Year Financial RePorting

42. Sections 83, 85, 166 and 168 of the Public Finance Management Act, 2012 and

the attendant Regulations ol 2015 require national and county governments and

their agencies to prepare monthly and quarterly financial and non-financial reports

every 10th and 15h after the end of each month and quarter respectively, to the

National and County Treasuries with copies to the Auditor-General. The auditees,

therefore, only require to consider and update/ aggregate transactions for the last

quarter to generate the annual financial reports.

43. ln-year financial reporting is a tool that enables provision of timely information and

effective monitoring and controt of public finances. lt is expected to ensure the

ongoing compteteness and accuracy of financial information, and should include

appropriate reconciliations to identify adjustments, as well as financial analysis of

interim management reports to identify anomalies or incomplete data to be

corrected.

44.1n-yeat financial reporting coupted with in-year audit has been used in other

jurisdictions such as Ghana and Canada to improve financial reporting and

enhance accountability. These management reports can be used to correct

financial information thereby ensuring that it is easier and transfer to prepare the

end year financial statements. The monthly and quarterly financial statements

provide timely information for management to undertake real-time (or near real-

time) corrective action.

c. Standardization of RePorting

45. The Public Sector Accounting Standards Board (PSASB) has continuously strived

to standardize financial reporting based on the recommended financial reporting

framework. PSASB has therefore, provided standard templates for financial

reporting.

46.These standardized financial statements provide information that is critical to the

accountability process and informs Government decision-making from a whole-of-
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government perspective. lt also assists the Government to provide a

comprehensive account of the use of resources and the assets and liabilities.

d. Transition to Accrual Basis of Accounting

47.The Public Sector Accounting Standards Board has embarked on a process of
migrating from cash basis to accrual basis of accounting with a transition period of
three (3) years with effect from 1 July,2024. Already, and as noted earlier, state

corporations, semi-autonomous agencies and national and county public funds

already prepare financial statements on an accrual basis. This therefore, means

that the entity's financial statements for the year ended 3oth June, 2025 shall be

prepared on IPSAS accrual basis of accounting and reporting.

48. Accrual basis of accounting will improve transparency in government financial
performance including tull disclosure of pending bills or liabilities, enhance

management and renewal of assets and increase accountability in resource

allocation, reallocation and utilization. This will also lead to improved quality of
financial information to support governance, risk management, internal controls,

management of assets, and decision-making especially the viability of entities in

providing services to the citizens.

e. Human Resource Capacity

49. The government employs the largest number of accountants in Kenya. Both levels

of government have invested heavily in training accountants, finance officers and
procurement officers in not only in accounting systems but also on emerging areas

in financial reporting. The government provides support to the accountants, finance

and procurement officers in contanuous professional development. The

accountants are capable of generating timely financial statements with the support

of management.

f. Existence of Governance Structures and practices

50. Strong corporate governance structures and practices have a positive impact on

the timeliness and reliability of financial reports. Section 7 and Section 155 of the

Public Finance Management Act, 2012 require the establishment of internal audit

function and audit committees. ln 2014, the National Treasury issued guidelines

on establishment of audit committees whose mandate includes overseeing the

fi nancial reporting process.
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51. National and County Governments and their entities have established both the

internal audit functions and audit committees. lndeed, the internal audit function is

now required to look at the financial statements before they are submitted to the

National Treasury for quality review.

\
Honorable chair 4{JTt\ 

t

Honoraut" tvtembers ${/ (

(vi) Additional Amendments Proposed by OAG to Reduce the Timelines

for Submission of Financial Statements

52.We note that Section 165(a) of the Public Finance Management Act, 2012 which

relates to submission of a report with respect to all waivers and variations of taxes,

fees or charges granted by the receiver of revenue for the county government

during a financial year does not include the Auditor-General as a mandatory

recipient of the report. This means, therefore, that there would be no audit report

on the compliance of waivers and variations to the enabling legislation. ln addition,

Regulation 64(4) of the Public Finance Management (County Governments)

Regulations, 2015 requires the Receiver of Revenue to submit a copy of the

quarterly report to the Auditor-General.

53.We, therefore, propose that Section 165(4) be amended as follows:

(i) Delete the words 'two months" and substitute therefor the words 'one

month"

(i0 lnsed the words "Auditor-General' immediately after the words "County

Assembly".

A. Sanctions for Noncompliance with lmplementation of Parliamentary

Recommendations

54. Clauses 4(b) and 4(c) of the Bill propose to amend Section 68(4) by introducing

sanctions for noncompliance by Accounting Officers with regard to implementation

of recommendations made by a Committee of the National Assembly in respect of

a report submitted by the Controller of Budget under Article 228(6).

55. An Accounting Officer for a National Government entity, Parliamentary Service

Commission and the Judiciary are accountable to the National Assembly. The

Accounting Officer of a County Government entity is accountable to the respective

County Assembly. One of the accountability requirements as provided under
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Section 68(2)(l) and (m), and 149(2)(t) of the pubtic Finance Management Act,

2012 is to resolve any issues that arise from audit which may remain outstanding,

and provide information on any fraud, losses or any unlawful or unauthorised use

of resources and an explanation for the actions taken to prevent similar problems

in future.

56.As such, implementation of audit and Parliament's recommendations is critical if

such recommendations are to be impactful and lead to required change.

57. However, lack of implementation of Parliament's recommendations is not one of

the offences identified in Sections I 96, 1 97 and 198 of the public Finance

Management Act, 2012. ln addition, Section 204(1Xg) of the public Finance

Management Act, 2012 only assigns institutional sanctions to a National

Government entity that fails to address issues raised by the Auditorceneral to the

satisfaction of the Auditor-General. There is no personal responsibility on the part

of the Accounting Officers who are the responsible offlcers.

Honorable Chair

Honorable Members

58. We, therefore, welcome this proposed amendment as it requires Accounting

Officers to take Parliament's recommendations seriously and ensure they are

implemented.

59. We, however, note the following shortcomings in the Bill which need to be

addressed.

(i) Clause 4(b) of the Bill seeks to empower the Auditor-General as a recipient

of the report on actions taken to implement the recommendations made in

a relevant Committee of the National Assembly. However, Section 68(4) of

the Public Finance Management Acl, 2012, is only concerned with the

recommendations in respect of a report submitted by the Controller of
Budget. lt is silent on the responsibility of Accounting Officers in

implementing the Auditor-General's audit recommendations and

Parliament's recommendations in respect of a report submitted by the

Auditor-General.

(ii) Section 31(1)(a), and Section 53 of the Public Audit Act, 2015 identify the

role of Accounting Officers in implementing audit findings and

recommendations and Parliamentary recommendations on the report of the
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Auditor-General. Section 31(3(b)) of the Public Audit Act, 2015 also requires

the Auditor-General to indicate in the audit report on whether an auditee is

responsive to past audit findings and recommendations.

(iii) Clause 4(c) of the Bill proposes to amend Section 68 of the Public Financial

Management Act, 2012 by introducing sub-section 4,A immediately after

sub-section 4 to penalize any Accounting Officer who does not implement

the recommendations made under Sub-section 4.

OAG Recommendations on the Proposed Sanction

60. l, therefore, recommend as follows with regard to sanctions on non-compliance:

(i) lntroduce a clause in the Bill to amend Sub-section 4 of Section 68 of the

Principal Act by inserting the words 'or the Auditor-General under Article

229(7) of the Constitution" immediately after the word "Constitution'.

(ii) The remaining proposed amendment by Clause 4(b) of the Bill be retained

as is.

(iii) lntroduce a clause in the Bill to amend Sub-section 3 of Section 149 of the

Principal Act by inserting the words "or the Auditor-General under Article

229(7) of the Constitution' immediately after the word "Constitution'.

(iv) lntroduce a clause to amend Section 149 of the Principal Act in sub-section

3 (b) by inserting the words 'Auditor-General" immediately after the word

'County Treasury'.

(v) lntroduce a clause to amend Section ',l49 of the Principal Act by inserting a

new Sub-section 3A immediately after Sub-section 3 -
"(3A) An Accounting Officer who does not implement the recommendations

made under Sub-section (3) shall be liable to the penalty provided for under

Section 199."

Honorable Chair

Honorable Members

61. The proposed amendments will;

(i) Enhance tracking, monitoring and reporting on implementation of audit

recommendations which will re-enforce implementation of the Auditor-

General's recommendations and the recommendations of Parliament's

Oversight Commiftees.
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(ii) ensure that audit and Parliament's recommendations have impact and

reduce repetitive reporting of issues .

(iii) align the Public Finance Management AcL,2012 to Section 53 of the Public

Audit Act, 2015.

B. Proposed Amendments to Establish the Public Sector Accounting

Standards Board

Honorable Chair

Honorable Members

62. The Bill proposes to amend Sections 192-195 of the Public Finance Management

Act, 2012 to establish the Public Sector Accounting Standards Board as a body

corporate, provide for enhanced roles and responsibilities, staffing, funding,

accounting and auditing of the Board.

63.The Board is the national standards setting body in Kenya for the public sector. lts

role is critical in ensuring that financial reports from various public sector entities

are consistent, comparable, relevant and timely. The Board does this by

prescribing high quality, enforceable prolessional financial reporting standards

which may be adopted from global standards setters which enhances the

confidence of all users of financial statements in the transparency and integrity of

the statements. This in turn is critical for the effective functioning of capital markets,

efficient capital allocation, global financial stability and sound economic growth.

64. lndeed, the Board's work over the last ten (10) years has led to improved financial

reporting in the public sector as evidenced by reduced instances of modified audit

opinions in National and County Government entities. There has also been

enhanced transparency and accountability by public sector entities.

65. The tenets of a well-functioning standard setting body is operational independence,

working closely with stakeholders, acting in the public interest and being neutral

and objective. The Office of the Auditor- General is one of such stakeholders and

is represented in the Board.

66.The Office therefore, supports the proposed amendments in the Bill as this will

enhance the independence and operational efficiency and effectiveness of the

Board. This will also assist the Board in positioning the country as one of the

leading iurisdictions in transparency and accountability in use of public resources.
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ln particular, the amendments will enable the Board to push the reforms in public

sector financial reporting especially accrual accounting.

67. However, we note that the proposed Section 195G(2) on submission of financial

statements to the Auditor-General is inconsistent with what the Public Finance

Management (Amendment Bn,), 2024 (National Assembly Bill No. 2 ot 2024)

proposes. We, therefore, recommend that the proposed Section 195G(2) be

amended to read " within a period of one month after the end of the financial

year" instead of " within a period of three months". lndeed, the Board has voluntarily

been preparing and submitting financial statements within one month after the end

of the financial year. lndeed, I already have issued the audit report for the Board

for the financial year 202312024.

The Public Finance Management (Amendment Bill), 2024 (National Assembly Bill

No. 26 of 2024)

Honorable Chair

Honorable Members

68.The second Bill proposes to amend the Public Finance Management Act, 2012 to

align the timelines for the passing and consideration of the Finance Bill by the

County Assemblies and the National Assembly. The Bill proposes to amend

Section '129(2Xa), introduce procedures for submission, consideration and passing

of the Finance Bill in the County Assembly and repeal the requirement of Section

133 of the Act that the Finance Bill be considered and approved within ninety days

after passing the County Assembly approves the Appropriation Bill.

69. I have presented before Parliament my concerns about Budget Credibility. Budget

credibility refers to the government's ability to meet its revenue and expenditure

targets during the fiscal year. The precision of these forecasts significantly

influences the overall credibility ofthe budget. ln particular, I have raised concerns

over expenditure forecast being used as a basis for revenue forecasts. I have noted

that the rate of expenditure gro\,vth outpaces the rate of revenue growth. The

persistent expenditure pressures and stagnated revenue raising efforts have

resulted to an increase in borrowings from both the domestic and foreign markets

to fund the budget deficits.

70. The Office supports the proposed amendments as it enhances the credibility of the

budget and in particular ensures consideration of performance in revenue
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collection before setting the budget. The amendments will also ensure that County

Governments consider own source revenue before setting their expenditures.

Conclusion

Honorable Chair

Honorable Members

71 . Timely financial reporting requires careful, yearlong planning and monitoring. lt

includes auditing and oversight which cannot be relegated to only a few months

during the subsequent periods. lt also requires high quality professional accounting

standards to enhance trust and confidence in government financial reporting.

72. My Office is ready for implementation of the proposed amendments. We have

enhanced our presence in the Counties through creation of Regional Offices to

ensure greater efflciency and to expand the scope and depth of audit for greater

accountability, quality and timely reporting.

73.We need the additional time as proposed by the amendments to the publac Finance

Management Act,2012. lt is also important to impose the sanctions for failure to

account for the use of public resources entrusted to the Accounting Officers for the

benefit of the citizens.

74. I have annexed a summary of our position with regards to the proposed

amendments under (Annexure'l and Annexure 2).

I thank you for this opportunity.

FCPA Nancy Gathungu, CBS

AUDITORGENERAL

25 September, 2024
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Appendix 1

Comparative analysis of Jurisdictions within the Commonwealth

Jurisdiction Time it takes to Submit Financial Statements
the Supreme Audit lnstitutions

tfource

Uganda nual reporting by accounting officers ( . 51(1), s2(1)
r public corporatlons) e Public Fin

anagementIthin two months after the end of each financia
015

nsolidated Annual Financial Statements
in three months after the end of each financia

I
nnual reporting by lhe eccounting offlcers 30(1),30(2)
ithin a period of throe rnonths after the end of ea e Public Finan

tnancial year Chapter 34
Revised 2020)

nnual consolidrted accounts for th
onsolidated Fund

in a period of seven months or such long
riod as the Natbnal Assembly may by resolu

int after the end of each financial at
nnual Reporting by Accounting Officers ec 8(1Xb)
counting Authorhy lor a Public Entity 1e(1Xb), 40(1)(c)

in two months afler the end of the financial year 5(1Xc) of the Publi
inance

nual consolidated Financial Statements
tional / Provincial Treasury

nagement Act No
of 1999

n three months after the end of that tinancia
r

fanzania

South Africa

Zambia Annual Reporting by Controlling Officers
Within one month after the end of the financial year

Sec s8(2)(b), 70(2)
and 70(5) of the
Public Finance
Management Act,
2014

Annual Reporting by Statutory Authorities
Within one month afrer the end of the financial year

Annual Consolidated Financial Statements by
Treasury
Vvithin three months after the end of that financial
year

Zimbabwe Annual reporting by accounting officers of
Minlstry/ Accounting Authority
Within sixty days of the end of the financial year

3s(3), 35(6),
Xc) of the Public
nce
agement Act,
22:19 oI 2016

e(1
ina
an

Consolidated annual fi nanclal Gtatements
Within three months after the end of each financia
year

p

Ghana Annual reporting by Principal Spending Offrcer
Within two months after the end of each financia
year

ec.80,81
ublic

of the
Financc

Actanagement

Consolidated Annual accounts
016
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Wirh

[u,,
in three months after the end of each financia

nada o prescribed time limit but the President of th ection 64
inancblreasury Board must submit to th6 House

mmons audited Public Accounls on or before 31 ministration
following the end of that fiscal year. .S.C, 1985, c.F

year ends on 31 March 1)

ew Zealand artments Annual Fanancial Statements ection 30 and 45
the Public Finan

thin two months afrer the end of each finan anagement Act,
t 989

solidated Annual Flnanclal Statements
later than the end of the second month
end ofthe financhl year to which those stateme

. Fiscal rruns from 1 July to 30 June
stralia o prescribed time limit for Agency Accounts. For ec{ion 49(1), 55, 5

nsolidsled financial statements, it is as soon a the Financi
racticaHe after the financial statements are p anagemcnt an
pto a maxlmum of 5 months after the end of th untabilSty

for annual statements 997
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Appendix 2

Public Sector Entities That Submit Financial Statements Within One and Two Months
After The End of The Financial Year

(i) FY 202112022

July,2O22

August, 2022

Entity Name Entity Type Date Received

1 A Case Study on integrated Delivery of Selected Non-
Communicable Diseases in Ken a

Donor Funded Project 19 July, 2O22

2 Busia County Assembly Revolving Fund County Fund 18 July,2022

3 County Assembly of Busia County Assembly 1A July,2022

4 Kakamega County Alcoholic Drinks Control Fund County Fund 29 July,2022

5 Kenya lndustry and Enterprenuership Project Donor Funded Project 29 July,2022

Entity Name Entity Type Date Received

1 Tharaka-Nithi County Executive -Revcnue Fund

Tharaka-Nithi County Executive -Receiver of
Revenue

Receiver of Revenue
Receiver of Revenue

1-Aug-22
1-Aug-222

3 Tharaka-Nithi County Executive

Tharaka Nithi Youth Empowermenl f und

Tharaka Nithi County Emergency Fund

Tharaka Nithi County Bursary Fund

Counly Executive 1-Aug-22

4 County Fund 1-Aug-22
1-Aug-225 County Fund

6 County Fund 1-Aug-z?

7 Kathwana Municipality 'l-Au9-22

8 Public Sector Accounting Standards Board State Corporation 2-Aug-22
o University of Nairobi Pensions Scheme Pension Scheme 3-Aug-22

10. Mombasa County Executive County Executive 3-Aug-22

11. Kenya Roads Board Fund National Fund 3-Aug-22

12. Kenya Roads Board State Corporation $Aug-22

13 Capital Ma*ets Authority State Corporation tAug-22
14 Machakos County Bursary Fund County Fund 18-Aug-22

15. Global Fund Hiv/Aids Pro.iect Grant Number Ken-H-
TNT-2065-National Aids Control Council

Donor Funded Projecl 18-Aug-22

16 Elgeyo Marakwet County Assembly Catering
Services Revolvi Fund

County Fund 18-A!g-22

17 Elgeyo Marakwet County Assembly County Assembly 18-Aug-22

18 Competition Authority State Corporation 1g-Aug-22

19 Transforming Health Systems for Universal Care
Proiect THS-UC Proiect

Donor Funded Project 23-Aug-22

20 Maternal Child Health and Family Planning Fund -
a

County Fund 23-Aug-22

21. Africa Center of Excellence in Sustainable Use of
lnsects as Food and Feeds Project (lDA Credit
No.5798-KE

Donor Funded Project 24-Aug-22

22 National lnformation Platform for Food Security and
Nutrition

Donor Funded Project 24-Aug-22
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Entity Name Entity Type Date Received
23 Ethics and Anti-Corruption Commission Constitutional

Commission
24-Aug-22

24 East Africa Skills Transformation and Regional
I ration .KCNP

Donor Funded Proiect 26-Aug-22

25 Trans Nzoia County Youth and Women Development
Fund

County Fund 30-Aug-22

30-Aug-2226 Scrap Metal Council State Corporation
27 Nairobi Sanitation Output Based Aid Project (OBA) Donor Funded Project 30-Aug-22

30-Aug-2228 Municipality of Kitale Municipal Board
29 Embu County Government Emergency Fund County Fund 30-Aug-22

30-Aug-2230. Commission on Revenue Allocation

Commission of Revenue Allocation Staff Mortgage
Scheme Fund

Constitutional
Commission

31. National Fund

32 State Corporation
33 Donor Funded Project 31-Aug-22

u Receiver of Revenue 31-Aug-22
35 State Corporation 31-Aug-22
36 Donor Funded Project 3l -Aug-22
37 Donor Funded Project 31-Aug-22

Central Bank of Kenya
Kenya Towns Sustainable Water Supply and
Sanitation P ram - TAWWD,6,
Kenya Revenue Authority-Ravenue
Kenya Revenue Author y.Agency
Horn of Africa Gateway Development Project- KFIA
Eastern Africa Regional Transport, Trade and
Deve t Facililation Pro ec1

30-Aug-22

30-Aug-22

Date RecciYcd

(ii) FY 2O2Z|2O23

July, 2023

August, 2023

Entity Name Entity Type
1 Kenya-EU Partnership for lmplementation of National

Strategy to Counter Violent Eltremism in Kenya
Donor Funded Project 3-Jul-23

2 Central Bank of Kenya State Corporation 4-Jul23
3 Capital Markets Authority State Corporation I 1-Jul-23
4 Coordination of Population Policy lmplementation

Proiect
Donor Funded Project 24-Jul23

5 Kenya Revenue Authority-Revenue Accountability
Statement

Receiver of Revenue 25-Jul-23

6 Kenya Revenue Authority-Agency State Corporation 26-Jul-23
7 Marsabit County Education Fund County Fund 27 -Jul23
I Public Sector Accounting Standards Board State Corporation 3l-Jul-23

Entity Name Entity Type Date Received
1 Programme for Legal Empowerment and Aid

Delivery
Donor Funded Project 3-Aug-23

2 Kajiado County Disability Mainstreaming Fund County Fund 4-Aug-23
3 Tharaka-Nithi County Executive County Fund 7-Aug-23
4 Tharaka Nithi County Executive Staff Mortgage and

Car Loan Scheme Fund
County Fund 7-Aug-23

5 Tharaka Nithi Youth Empowerment Fund County Fund 7-Aug-23
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Entity Name Entity Type Date Roceived

6 Tharaka Nithi County Bursary Fund

Tharaka-Nithi County Executive -Receiver of
Revenue

County Fund 7-Aug-23

7 County Receiver of
Revenue

8-Aug-23

I Democratic Party of Kenya Political Party 10-Aug-23

I Witness Protection Agency Staff Motor Car Loan
Scheme Fund

Car Loan and
Mortqaqe Fund

1S-Aug-23

10 Witness Protection Agency Staff Housing Mortgage
Scheme Fund

Car Loan and
Mortqaqe Fund

1lAug-23

11 Wtness Protection Agency MDA 1lAug-23
12 Lake Vicloria North Water Services Board

(LVNWSB) Proiect IDA 5103- KE
Donor Funded Pro.lect 15-Aug-23

13 A\MA/DA-Support to Water and Sanitation Services
in Peri-Urban Area Loan No. BMZ 2013.6543.6

Donor Funded Project 18-Aug-23

14. Kenya lnstitute of Public Policy Research Analysis State Corporation 22-Aug-23

15. A Case Study on integrated Delivery of Selected
Non-Communicable Diseases in Kenya

Donor Funded Project 2$Aug-23

16 Embu County Executive County Executive 23-Aug-23

17. University of Nairobi Pensions Scheme Pension Scheme 25-Aug-23

18 Kenya Towns Sustainable Water Supply and
Sanitation Program - TA\ M/DA
Nairobi lnclusive Sanitation lmprovement Project

Donor Funded Project 28-Aug-23

19 Donor Funded Project 3o-Aug-23

20 Local Authorities Provident Fund State Corporation 31-Aug-23

21 East Africa Skills Transformation and Regional
lnteqration proieclKCNP

Donor Funded Project 31-Aug-23

(iii) FY 2023t2024

July,2O24

August, 2024

Entity Type
Slate Corporation

County Executive

Entity Name
Public Sector Accounting Standards Board

Date Received

I '19-Jul-24

2 Kenya Power and Lighting Company Ltd (KPLC) State Corporation

State Department for lrrigation MDA

County Executive of Elgeyo Marakwet County Executive

Commodities Fund National Fund

20-Jul24
3 23-Jtrl24
4 26-Jul24

5 29-Jul24
6 Tana River County Executive 3O-Jul-24

Entity Name Entity Type Date
Received

1 Secondary Education Quality lmprovement Projecl Donor Funded Project 1-Aug-24

2 State Department for Public Service MDA s-Aug-24
3 Horn of Africa Gateway Development Projecl-ICTA Donor Funded Project 5-Aug-24

4 Busia County Executive County Executive 8-Aug-24

5 Receiver of Revenue County Government of Kakamega Receiver of Revenue 8-Aug-24

6 Kenya Symbiocity Programme -SIDA No. 51 1 10060 Donor Funded Project 9-Au+24
7 Kenya Broadcasting Corporation State Corporation 9-Aug-24

8 Agriculture Food and Fisheries Authority (AFFA) State Corporation 12-Aug-24
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I Commission for University Education MDA 12-Aug-24
1( Enable Youth Kenya Program Donor Funded Project 13-Aug-24
11 National Cereals and Produce Board

Transforming Health Systems for Universal Care
Proiect THS-UC Proiect

Donor Funded Project 16-4tlg-2/t
12 Donor Funded Project 19-Augr24

13 Busia County (Public Officers) Revolving Fund County Fund 19-Aug-24
14 Busia County Agricultural Development Fund County Fund 19-Aug-24
15 Busia County Assembly Revolving Fund County Fund 19-Aug-24
1€ Busia County Cooperative Enterprise Development

Fund
County Fund 19-Aug-24

19-AW-24
19-Aug-24

11 Covid-19 Health Emergency Response Donor Funded Project
't8 Danida Primary Healthcare (PHC) support Program Donor Funded Project
1S Public Financial Management Reforms Programme Donor Funded Project
2C East Africa Centre for Excellence Donor Funded Project
21 Eastem Africa Regional Transport Trade and

Development Facilitation Project Cr. No.5638-
lnfrastructure lDA.

Donor Funded Project

zt MOH - Global Fund Tuberculosis Funding Model KEN-
T-TNT.2O67

Donor Funded Project 19-Aug-24

2I Global Fund HIV AIDS New Funding Model (NFM)
KEN.H.TNT 2065

Donor Funded Project 19-Aug-24

19-Aug-24

'19-Aug-24

20-Aw-24
21-Aug'24
21-Aug-?4
21-AW-74
21Aus-24-
21-Aug-24

24 Global Fund Malaria New Funding Model (NMF) KEN-
M.TNT.2064

Donor Funded Proiect

2t KEN-T-TNT RSSH SUB.RECIPIENT Donor Funded Project
2e Bura Municipality- Garissa County County Executive
27 Vihiga County Assembly County Assembly
28 Public Service Superannualion Fund

National Social Security Fund (NSSF)
Pension Scheme

29 Corporation - Trading
3C Mandera County Assembly County Assembly
31 Horn of Africa Gateway Development Project -

I nfra structu re
Donor Funded Proiect

st lmprovement Of Drinking Water and Sanitation Systems
ln Mombasa: Mwache Proiect

Donor Funded Project

33 Kenya Citizens and Foreign Nationals Management
Service

State Corporation 21-Aug-24

34 State Department of East African Community
lntegration

MDA 22-Aug-21

3C Secondary Education Quatity lmprovement Project -
TSC

Donor Funded Proiect 22-Aug-24

36 Nairobi lnclusive Sanitation lmprovement Project Donor Funded Proiect 22-Aug-24
37 Multinational -Arusha-Holili/Taveta-Voi Road Corridor

Proiect,KENHA
Donor Funded Project 22-Aug-24

3t Kenya Development Corporation (KDC) State Corporation 22-Aug-24
39 Machakos County Executive County Executive 23-Aug-24
4C lndependent Policing Oversight Authority MDA 23-Aug-24
41 Central Bank of Kenya State Corporation 24-Aug-24
4 Commission for University Education Car Loan and

Mortgage Scheme
MDA 25-Aug-24

43 Women Empowerment For Gender and Equality Prolecl Donor Funded Project 26-Au9-24
44 Trans Nzoia County Assembly County Assembly 26-Aug-24

19-Aug-24
19-Ar€-24
19-Aug-2,1

21-Aug-24

Page 23 of 24



I

4l Bungoma County Assembly County Assembly 26-Aug-24

4e Solar Power Plant in Garissa Project Donor Funded Project 26-Aug-24

47 Rural Electrification in Five Regions Proiect (BADEA) -
REREC

Donor Funded Project 26-Aug-24

4t Retirement Benefits Authority State Corporation 26-Aug-24

4! Programme for Legal Empowerment and Aid Delivery Donor Funded Project 26-Aug-24

5C National Land Commission Housing Scheme Fund National Fund 26-Au9-24

51 National Land Commission Car Loan Scheme Fund National Fund 26-Aug-24

52 Last Mile Connectivity project (LMCP - KPLC) Donor Funded Project 26-Aug-24

5: lsiolo County Assembly County Assembly 26-Aug-24

il Samburu County Executive County Executive 27 -Aug-24

Elgeyo Marakwet County Assembly County Assembly 27 -Aug-24

5€ GLOBAL FUND HIV/AIDS PROJECT GRANT
NUMBER KEN-H-TNT-2065-NATIONAL AI DS
CONTROL COUNCIL

Donor Funded Project

County Executive

27 -Aug-24

51 Homa Bay County Executive 27-Aug-24

5t lnsurance Regulatory Authority Slate Corporation
County Executive

27 -Aug-24
AO Kajiado County Executive 27 -Aug-24

6( Kenya Off-Grid Solar Access Project (KOSAP-REREC
613ske)

Donor Funded Project 27-Avg-24

61 Kenya Electricity Modernization Pro.iect (KEMP)-REA Donor Funded Project 27-Aug-24

62 Vijana Vuka na Afya (VIVA) Youth Programme
State Department for Youth Affairs

Donor Funded Project 28-Aug-24

63 MDA
MDA

Na{ional Fund

28-Aug-24

64 State Department for Performance and Delivery
Manaqement

28-Aug-24

65 Coffee Cherry Advance Revolving Fund 28-Aug-24

6e Competition Authority State Corporation
County Executive

28-Aug-24

67 Marsabit County Executive 28-Aug-24

68 Mandera Municipality Municipality
County Executive

28-Aug-24

6S Makueni County Executive 28-Aug-24

7C Kisii County Executive County Executive 28-Aug-24

71 Kenya Youth Employment Opportunity Project
(KYEOP)-lDA-State Deprt for Youth

Doror Funded Project 28-Aug-24

72 Kakamega County Executive County Executive 2A-Aug-24

7a West Pokot County Assembly County Assembly 29-Aug-24

74 State Department for Agriculture MDA 29-Aug-24

75 Dadaab Municipality Municipality 29-Aug-24

7e Ewaso Ng'iro North River Basin Development Authority Water Development
Aqency

29-Aug-24

77 Homa Bay County Assembly County Assembly 29-Aug-24

7E Kisii County Assembly County Assembly 29-Aug-24

7S Kajiado County Assembly County Assembly 29-Au9-24

8C Sports Kenya State Corporation 3o-Aug-24

81 Roads Annuity Fund National Fund 30-Aug-24

a2 Nairobi Metropolitan Service lmprovement Project
(NAMSIP) Cr. No. 5102 KE

Donor Funded Project 30-Aug-24
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ANNEXURE 1

Management (Amendment) Bill, 2024 (National Assembly BillThe Public Finance
No.2 of 2024)

SUMMARY OF PROPOSED AMENDMENTS - SECTION BY SECTION

A. Proposed Amendments in the Bill

Proposed Section o, PFMA to be
Amended

PFM BiII Proposed
Amendment

OAG Position

Clause 2 Sec 23(1) -Submission of annual
financial statements in respect of the
Contingencies Fund

Delete the words 'three
months' and substitute
therefor the words 'one
month"

Agrees with the
proposed
amendment

Clause 3 Sec 2a(10)(b) - Submission of annual
financial statements in respect to a
national public fund

Delete the words 'three
months' and substitute
therefor the words "one
month'

Agrees with the
proposed
amendment

Clause
4(a)

Sec 68(2Xk) - responsibility of
accounting officers for national
government entities, Parliament and the
Judiciary in respect to preparation and
submission of annual financial
statements

Delete the words "three
months' and substitute
therefor the words "one
month"

Agrees with the
proposed
amendment

Clause
4(b)

Sec 68(4)(b) - responsibility of an
accounting officer for national
government entities, Parliament and the
Judiciary in respect to submitting a
report to the National Assembly on
actions taken by the entity to implement
any recommendations made by a
relevant Parliamentary Committee in
respect to a report submitted by the
Controller of Budqet

lnsert the words "and
Auditor-General" after
the word 'National
Treasury'

Agrees with proposed
amendment

Clause 4(c) Sec 68 (8) - Sanclions on non-
implementation of recommendations
made in Section (4)

lnsert a new Section
44 to read 'An
accounting officer who
does not implement the
recommendations
made under sub-
section (4) shall be
liable to the penalty
provided for under
section 199'

Agrees with the
proposed
amendment. Non-
implementation of
Parliamentary
recommendations is
not part of offences
listed in Section 196,
'197 and 198.

Clause 5 Section 80(4) - Submission ot
consolidated annual financial
statements by the National Treasury in

Delete the words 'four
months' and substitute
therefor the words "two
months'

Agrees with the
proposed
amendment

OAG Kenyo - Summory of Proposed Amendmenls



PFM BiII Proposed Section of PFMA to be
Amended

Proposed
Amendment

OAG Position

respect of all national government
entities

Clause 6 Sec 81(4) - Submission of annual
financial statements by the
accounting officer in respect to a
national oovernment entity

Delete the words "three
months" and substitute
therefor the words 'one
month'

Agrees with the
proposed
amendment

Clause
7(a)

Sec 82(3) - Submission of annual
accounts by the receiver of revenue for
the national government

Delete the words 'three
months" and substitute
therefor the words "one
month'

Agrees with the
proposed
amendment

Clause
7(b)

Sec 82(4) - Submission of an annual
report with respect to all waivers and
variations of taxes, fees or charges
granted by the receiver or collector of
revenue for the national government
84(3) - Submission of annual financial
statements by the administrator of a
national public fund

Delete the words "three
months' and substitute
therefor the words "one
month'

Clause 8 Delete the words 'three
months" and substitt te
therefor the words "one
month"

Agrees with the
proposed
amendment

Clause 9 Sec 1 15(1) - Submission of annual
financial statements in respect of the
Emergency Fund

Sec 1 16(7) - Submission of annual
financial statements in respect to a
county public fund

Delete the words 'three
months" and substitute
therefor the words 'one
month'

Agrees with the
proposed
amendment

Clause 10 Delete the words 'three
months' and substitute
therefor the words 'one
month"

Agrees with the
proposed
amendment

Clause 1 1 Sec 149(2Xk) - responsibility of
accounting officers designated for
county government entities in respect to
preparation and submission of annual
financial statements to the Auditor-
General

Delete the words "three
months' and substitute
therefor the words 'one
month'

Clause 12 Sec 163(4) - Submission of
consolidated annual fi nancial
statements by the County Treasury in
respect of all county govemment
entities

Delete the words 'four
months' and substitute
therefor the words "two
months'

Agrees with the
proposed
amendment

Clause 13 Sec 164(4) - Submission of annual
financial statements by the
accounting officer in respect to a
county qovernment entity

Delete the words "three
months' and substitute
therefor the words "one
month'

Agrees with the
proposed
amendment

Clause 14 Sec 165(3) - Submission of annual
accounts by the receiver of revenue for
the county qovernment

Delete the words "three
months" and-substitute

Agrees with the
proposed
amendment

Agrees with the
proposed
amendment

Agrees with the
proposed
amendment

oAG Kenyo - Summory ol Proposed Amendments
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PFM BiII Proposed Section of PFMA to be
Amended

Proposed
Amendment

OAG Position

therefor the words 'one
month'

Clause I 5 Sec 167(3) - Submission ofannual
financial statements by the
administrator of a county public fund

Delete the words 'three
months' and substitute
therefor the words 'one
month'

Agrees with the
proposed
amendment

Clause 15 Sec 192 - Establishment of the
Board

Delete the entire
Section t92 and
substitute thereof with
a new section

Agrees with the
proposed
amendment

Clause 1 7 Sec 193(5) - Composition of the Board Delete Subsection (5) Agrees with the
proposed
amendment

Clause '18 Sec 194(sxl) lnsert new paragraph
after paragraph (g) to
provide additional
mandate with regard to
accrual accounting and
risk management

Agrees with the
proposed
amendment

Clause 19 Sec 195 lnsert new paragraph
't 95A to provide for
appointment of Chief
Executive, Staff of the
Board. Common Seal,
Funds of the Board,
Financial Year, Annual
Estimates, Accounts
and Audit.

Agrees with the
proposed
amendments but
amend proposed
Section "195G(2) to
read "one month"
instead of "three
months'

Clause 20 Amendment of Second
Schedule to the
Principal Act by
inserting a new
paragraph 1 3

Agrees with the
proposed
amendment

oAG Kenyo - Summory of Proposed Amendments
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Summary of Justification for the Proposed Amendments on the Timellnes

I . Automation of financial reporting process in the public sector

2. ln-Year financial reporting requirement by the Public Finance Management Act, 2012

3. Management is able to take remedial action, if required early enough

4. lmprovement in fiscal and managerial discipline as required by Article 201 of the

Constitution. This includes etiminating the 13s month created by late disbursement of

funds by the National Treasury.

5. Enables National Treasury and Parliament to evaluate government Performance and

make timely recommendations

6. Benefit of building trust and confidence in govemment by donors and investors

7. Benefit of synchronizing the budget with the accountability cycle. This enables equitable

sharing of revenue between national and county governments as envisaged by Article

203(3) of the Constitution.

8. Standardization of reporting through standardized reporting frameworks and templates by

the Public Sector Accounting Standards Board

9. lmplementation of accrual basis of accounting by the Public Sector Accounting Standards

Board

10. Availability of large pool of well trained, experienced and highly skilled ac,countants,

finance and procurement officers.

11. Ability to perform in-year audits

12. lmproved efficiency in auditing

tv
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B. Office of the Auditor-General Additional Proposed Recommendations

Proposed Section of PFMA to be
Amended

Proposed OAG
Amendment

Justification

Sec 68(4) - responsibility of an
accounting officer for national
government entities, Parliament and
the Judiciary in respect to submilting
a report to the National Assembly on
actions taken by the entity to
implement any recommendations
made by a relevant Parliamentary
Committee in respect to a report
submitted by the Controller of Budget

lnse( the words "or the
Auditor-General under
Article 229(7) of the
Constitution"
immediately after the
word "Constitution".

Section 68(4) of the Public Finance
Management Act, 2012, is only
concerned with the
recommendations in respect of a
report submitted by the Controller of
Budget. lt is silent on the
responsibility of Accounting Officers
in implementing the Parliament's
recommendations in respect of a
report submitted by the Auditor-
General.

149(3) - adoption of a report with
respect to Controller of Budget

(i) lnsert the words 'or
the Auditor-General
under Article 229(71 ot
the Constitution'
immedialely after the
word 'Constitution'.

Section 149(3) of the Public Finance
Management Act, 2012, is only
concerned with the
recommendations in respect of a
report submitted by the Controller of
Budget. lt is silent on the
responsibility of Accounting Officers
in implementing Parliament's
recommendations in respect of a
report submitted by the Auditor-
General.

(ii) insert a new Sub-
section 3A immediately
after Sub-section 3 -
'(3A) An Accounting
Officer who does not
implement the
rccommendations
made under Sub-
section (3) shall be
liable to the penalty
provided for under
section 199.'

To introduce sanctions on non-
implementation of recommendations
made in Section (3). This will make
the section consistent with the
sanctions introduced in the proposed
section 68(4A) of the Bill.

Non-implementation of Parliamentary
recommendations is not currently
part of offences listed in Section 196,
197 and 198.

149(3)(b) - responsibility of an
accounting officer for county
government entities in respect to
submitting a report to the National
Assembly on actions taken by the
entity to implement any
recommendations made by a
relevant Parliamentary Committee in

lnsert the words 'and
Auditor-General"
immediately after the
word "County
Treasury'.

To empower the Auditor€eneral as
one of the recipients of the report on
actions taken to implement the
recommendations made in a relevant
Committee of the County Assembly
in respect to a report submitted by
the Controller of Budget or the
Auditor-General.

OAG Kenya - Summory ol Ptoposed Amendments
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Proposed Section of PFMA to be
Amended

Proposed OAG
Amendment

Justlfication

respeci to a report submitted by the
Controller of Budqet
Sec 165(4) - Submission of an
annual report with respect to all
waivers end varlations of taxes,
fees or chergr. granted by the
receiver of revcnue for the county
govemment

(i) Substitute 'two
months' with 'one
month"

(ii) insert the words
'Auditor€eneral'
immediately after the
words 'county
assembly'.

This will reduce the timeline for
submission of the financial
statements from three months to one
month-

The report should also be submitted
to the Auditor-Gcneral for audit
purposes. This i$ consistent with
Section 82(4) of lhe Public Finance
Management Ac1, 2012 which also
requires similar reports for the
national goverrment to be submitted
to the Auditor-General. The Acl does
not indicate what the County
Assembly will do with the report. The
waivers should already have been
authorized by an Act of Padiament or
co assembl islation.
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The Public Finance illanagement (Amendment)
No. 26 of 2024)

SUMMARY OF PROPOSED AMENDMENTS - SECTION BY SECTION

ANNEXURE 2

B1ll, 2024 (National Assembly Bill

PFIIII BiII Proposed Section of PFMA to be
Amended

Proposed
Amendment

OAG Poslllon

Clause 2 Sec 129(2)(a) - 129-County Executive
Committee member to submit budget
estimates and other documents to
County Executive Committee for
approval

Delete the words
'except the Finance
Bitr

Agrees with the
proposed
amendment

Clause 3 lnsertion of a new section into the Act
after Section 131

Section | 31A to
provide for submission,
consideration and
passing of the County
Finance Bill

Agrees with the
proposed
amendment

Clause 4 Sec '133 - Approval of the Finance Bill Repeal of Section 133
of the Act

Agrees with the
proposed
amendmcrd
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