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CHAIRPERSON'S FOREWORD

This report contoins proceedings of the Deportmentol Committee on Finonce ond
Noiionol Plonning on its considerotion of the Public Finonce Monogement Bill
(No.3)(Notionol Assembly Bills No. 44 ot 20241 published on 23rd October, 2024 ond reod
for o First Time on l3rn November 2024. The Bill wos committed to the Deporlmentol
Commitlee on Finonce ond Noiionol Plonning for considerotion ond reporting to the
House under the provision of Slonding Order 127.

The Bill seeks to insert o new Port IVA immediotely ofter Seclion 186 to omend the Acl by
seeking to focilitote the finoncing of functions tronsferred between the two levels of
government, os outlined in Article 187 of the Constitulion.

The Bill proposes thot funding for tronsferred functions will conlinue to be sourced from the
budgets previously opproved for the tronsferring level of governmenl. The cosis ossocioted
wilh lhese functions will be determined using the costing fromeworks ouilined in the
monuols provided by both notionol ond county governments.

The bill further proposes thot tronsfer ogreements between the two levels of government
musl include provisions for the ocquisition, disposol ond tronsfer of ossels ond liobilities.
Additionolly, the tronsfening level of government will be required 1o prepore cosh flow
projections bosed on onticipoted revenue from vorious sources.

ln complionce wilh Article I l8(b) of ihe Constitution ond Stonding Order 127(3), the Clerk
of the Notionol Assembly ploced on odvertisement in the print medio on l4th November
2024 inviting the public to submit memorondo by woy of both orol ond written submissions
on the Bill.

The Committee on diverse dotes belween Mondoy lSth ond Wednesdoy 20th November
2024, conducted public porlicipotion forums in six(6) counlies. nomely lsiolo, Bungomo,
Sioyo, Mombqso, Kericho, ond Toito Tovelo Counties, where ihe Committee received
views from the members of the public.

Additionolly, the Commiltee, in line with lhe requirements of Article I l8 of the Constitution,
vide letters REF: NA/DDC/F&NP12024l1126l doled lsrh November,2024, invited
slokeholders for stokeholder engogement sessions which were held on 22no November,
202 ond to 23,o November,2024 ot Mini Chomber in Porliomeni Buildings. The Committee
olso held o consullotion meeting with the Notionol Treosury.

The Committee, hoving reviewed the Public Finonce Monogement (Amendmenl) Bill,

2024 {Notionol Assembly Bill No.3 of 2024), recommends thot the House opproves the Bill

with omendments

ll is my pleosure io report thot, the Committee hos considered the Public Finonce
Monogement Bill (No.3) (Notionol Assembly Bills No. 44 of 20241 ond wishes to report to this
August House wilh the recommendolion thot, the House opproves the Bill with
omendments

HON. CPA KURIA KIMANI, M.P.
CHAIRPERSON, DEPARTMENTAT COMMIIIEE ON FINANCE AND NATIONAT PTANNING
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On beholf of the Deportmenlol Committee on Finonce ond Notionol Plonning, ond per
Stonding Order 199(6), it is both o privilege ond on honor to present to this esteemed House
the Report of the Deportmentol Committee on Finonce ond Nolionol Plonning on ils
Considerotion of lhe Public Finonce Monogement (Amendmenl) Bill, No. 3, 2024. This

report represents the culminotion of rigorous deliberotions, coreful considerotion of diverse
viewpoints, ond o steodfost commitment to odvoncing sound fiscol policies to foster
economic growth, support public welfore, ond ensure the notion's finonciol sustoinobility.
The Commitlee lrusts lhoi this reporl will serve os o voluoble resource for informed debole
ond decision-moking by the members of this House.
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CHAPTER ONE

I.OPREFACE

I.I ESTABTISHMENT OF IHE COMMITIEE

L The Deportmentol Commitlee on Finonce ond Notionol Plonning is one of the
fifleen Deportmentol Committees of the Notionol Assembly esloblished under
Slonding Order 216 whose mondote is os follows:

i. Io investigote, inquire into, ond report on oll motters reloting to lhe
mondole, monogement, octivities, odminislrotion, operotions ond
estimoles of lhe ossigned ministries ond deportments;

ii. To study the progrom ond policy obieclives of Ministrtes ond
depodmenls ond the effecfiveness of their implementotion;

iii. To study ond review oll fhe legislotion refened to it;
iv. To study, occess, ond onolyze the relotive success of lhe Ministries

ond deportmenls os meosured by lhe resulls obtoined os compored
with their stoted oblecfives,'

v. Io invesligote ond inqute into oll rnolfers reloting lo lhe ossigned
Minisiries ond depodmenls os they moy deern necesso ry, ond os moy
be refened to them by the House;

vi. To vet ond reporl on oll oppointments where fhe Consfifufion or ony
low requkes the Nolionol Assembly to opprove, excepl those under
Sfonding Order No. 204 (Committee on Appointments);

vii. To exomine freofies, ogreemenls ond conventions;
viii. Io moke reports ond recommendolions lo lhe House os often os

possible, including recommendotions of proposed legislolion;
ix. fo consider repods of Commissions ond lndependent Offices

submilted lo the House pursuont to the provisions of Arlicle 254 of the
Constifulion; ond

x. fo exomine ony queslions roised by Mernbers on o motter within its
mondote.

I.2MANDATE OF THE COMMITTEE

2. ln occordonce with the Second Schedule of the Stonding Orders, the
Committee is mondoled 1o consider, public finonce, monetory policies, public
debl, finonciol institulions (excluding those in securities exchonge), investment
ond divestiture policies, pricing policies, bonking, insuronce, populoiion
revenue policies including toxotion ond notionol plonning ond developmenl.

3. ln executing ils mondote, lhe Commitlee oversees lhe following governmenl
Ministries ond Deporlments:

Nolionol Treosury ond Plonning;
Slole Deportment for Economic Plonning
Commission on Revenue Allocotion;
Office of the Controller of Budget;

t.

iv.



I.3 COMMITIEE MEMBERSHIP

4. The Deportmentol Committee on Finonce ond Notionol Plonning comprises of
the following Members:

Cholrperson
Hon. CPA Kurio Kimoni, MP

Molo Conslituency
UDA Portv

Vice-Cholrperson
Hon. (Amb). Benjomin Longot, CBS, MP

Ainomoi Constituency
UDA Portv

Hon. (Dr). Adon Keynon, CBS, MP
Eldos Conslituency
Jubllee Porty

Hon. Dovid Mboni, MP
Kitui Rurol Constituency
Wloer Porly

Hon. Joseph Kipkoros Mokilop, MP
Boringo Norlh Constituency
UDA Portv

Hon. CPA Julius Rutto, MP
Kesses Constituency
UDA Portv

Hon. Poul Biego, MP
Chesumei Constituency
UDA Portv

Hon. Dr. John Ariko Nomoit, MP
Turkono South Constituency
ODM Portv

Hon. Andrew Okuome, MP
Korochuonyo Consliluency
ODM Portv

Hon. CPA.Joseph Oyulo, MP
Butulo Consliluency
ODM Portv

Hon. Umul Ker Kossim, MP
Mondero County
UDA Portv

Hon. (Dr.) Shodrock lthinji. MP
South lmenli Consliluency
Jubllee Portv

Hon. Joseph Munyoro, MP
Kigumo Constituency
UDA Portv

Hon. Mohomed S. Mochele, MP
Mvito Constiluency
ODM Portv

Hon. George Sunkuyio, MP
Koliodo West Constituency
UDA Porty

Reporl of lhe Deporlmenlol Commitlee on Flnonce ond Nollonol Plonnlng on lhe
Conslderollon oI the Publlc Flnonce Monogemenl (Amendmenl) Bill (No.3), 2024)
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I.4COMMITIEE SECREIARIAI

5. The following stoff focilitotes the Commiltee:

Mr. Benjomin Mogut
Prlnclpol Clerk Asslslont /Heod of Secrelorlol

Ms. Jennifer Ndeto Mr. Solem Lorot
Deputy Dheclor, legol Service Legol Counsel I

Mr. Jomes M. Mochorio Ms. Peninnoh Simiren
Medio Relolions Offlcer I [egol Counsel ll
Ms. Winfred Kombuo Mr. George Ndenjeshe
Clerk Assislonl lll Flscol Anolysl lll
Mr. Benson Komonde Ms. Nelly W.N Ondieki
Clerk Assislonl lll Reseorch Officer lll
Mr. Benson Muthuri Ms. Joyce Wochero
Serjeonl-Al-Arms Honsord Offlcer lll

6. Further, the Committee Secreloriol wos suppoded by the following technicol
officers:

l. Ms. Glodwel Amimo Reseorch Officer lll, Porliomentory Reseorch
Service

Reporl of lhe Deporlmenlol Commlllee on Flnonce ond Nollonol Plonnlng on lhe
Conslderolion of lhe Publlc Flnonce Monogemenl (Amendmenl) Blll (No.3), 2024)
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CHAPIER TWO

2.OOVERVIEW OF IHE PUBTIC FINANCE MANAGEMENT (AMENDMENT) BILt NO. 3

2.I INTRODUCIION

7. The Bill seeks 1o omend the Public Finonce Monogement Act of 2012 1o

esloblish cleor finonciol guidelines for tronsferring funclions belween the
notionol ond counly governments, os provided under Article 187 of the
Constitution. This orticle ollows for the tronsfer of functions or powers from one
level of governmenl to onother, provided lhot resources ore ollocoted to
ensure the funclion is performed effectively.

2.2OVERVIEW OF THE BItT

8. The Bill emphosizes the imporlonce of finoncing ironsfened functions. lt specifies
lhot when o function is lronsfened, it will continue to be funded from the
sources outlined in lhe lronsfening government's opproved budgets. This
provision ensures lhot service delivery is not disrupted due to funding gops,
moinloining continuity in the execulion of the lronsferred functions.

9. The Bill introduces o costing fromework for lronsfened funclions to ensure o
stondordized opprooch. The cost must be colculoled using the nolionol ond
county government budget monuols, providing o common understonding of
the finonciol requirements for both levels of governmeni. This uniform
melhodology promotes consistency ond clorily in finonciol plonning.

10. Additionolly, the Bill outlines o mechonism for securing oddilionol funding when
necessory. lf extro resources ore required to supporl o lronsferred function, both
levels of governmeni must consult ond ogree on the funding onongement. The
lronsfening governmenl will provide lhe odditionol funds, with the process for
opprovol ond disbursement deloiled in the lronsfer ogreement. This opprooch
ensures flexibility ond finonciolsustoinobility for newly tronsferred responsibilities.

I l. The Bill olso enhonces budget lronsporency by requiring thot ony odditionol
funds for tronsferred funclions be included in the budget estimotes of both
levels of governmenl. These budget entries musi specify the revenue sources,
such os loons, gronts, ond oppropriolions-in-oid, ond be submitted for opprovol
by Porliomenl or lhe respeciive county ossembly. This ensures thot oll finonciol
tronsoclions reloted to the tronsfer ore documenled ond subjecled to
oversighi.

12. Further, the monogemenl of ossels ond liobilities ossocioted with lronsfened
funclions is o key focus of the Bill. Tronsfer ogreements must include provisions
for the ocquisition, disposol, ond monogement of these ossets ond liobilities.
The receiving governmeni is losked with mointoining on updoled register ond
ensuring proper tronsfer bock lo the originol government of the end of the
tronsfer period.

Reporl of the Deporlmenlol Commltlee on Finonce ond Nolionol Plonnlng on lhe
Conslderolion of the Publlc Finonce Monogemenl (Amendmenl) Blll (No.3), 2024)
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I 3. To focililole smooth finonciol operoiions, the Bill requires the tronsferring
government to prepore ond publish cosh flow projections wilhin l5 doys of the
stort of lhe tronsfer period.

Reporl of the Deporlmenlol Commltlee on Flnonce ond Nollonol Plonnlng on lhe
Conslderollon of the Publlc Flnonce Monogemenl (Amendmenl) Blll (No.3), 2024)

(Nollonol Assembly llll No.rlt) 2Ot4
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CHAPTER IHREE

3.OPUBIIC PARTICIPATION AND STAKEHOTDER ENGAGEMENT ON IHE BII-I

3.I LEGAI. FRAMEWORK ON PUBTIC PARIICIPATION

14. Arlicle I l8 (l )(b) of the Constitulion provides lhot:
"Porlioment sholl focilitote public porticipotion ond involvemenl in the
legislolive ond other business of Porlioment ond ils Commiftees. "

15. The Noiionol Assembly Stonding Order 127 (3) ond (3A) stipulotes thot:
" (3) The Deportmentol Committee to which o Bill is committed sholl focilitote
public porticipotion on the Billthrough on oppropriote mechonism including-

(o) inviting submission of memorondo;

(b) holding public heorings;

{cJ consulting relevonl stokeholders in o sector; ond
(d) consulting experls on technicol subjecfs.

(3A) The Deporlmentol Commiltee sholl consrder the views ond
recommendolions of the public under porogroph (3) in its reporl to
the House.

3.2SIAKEHOtDER AND PUBTIC ENGAGEMENTS

16. Pursuont to lhe oforemeniioned provisions of low, the Clerk of the Notionol
Assembly ploced on odvertisement in lhe print medio on I4th November 2024,
inviting the public to submit memorondo lhrough written stotemenis on the Bill.

Further, the Clerk of the Notionol Assembly vide letter Ref . No.
NA/D DC/F& N P I 2024 (1 26l,, doted I 5th Novem ber 2024, invil ed stokeholders to
submit views on lhe Bill ond ottend o public porticipotion forum on 22nd
November ond 23rd November 2024, respeclively.

17. The Commitlee received memorondo from the four (4) enliiies, nomely
Westminsler Consulting, Cliffe Dekker Hofmeyr (Kenyo), Kenyo Privole Seclor
Allionce (KEPSA), Associotion of Pension Trusiees ond Administrotors of Kenyo
(APTAK) Furlher, the Commitlee received views from lhe residenls of lsiolo
Counly, Momboso County. Kericho Counly, ond Sioyo County. The
memorondo ore onnexed to this report os Annexure 8.

18. The feedbock received from lhe inleroctions wilh stokeholders ond from
vorious members of the public from Counties provided voluoble inpul,
highlighting specific concerns ond suggeslions for omendments. The following
ore the submissions on vorious clouses from different Counlies ond
stokeholders:

Reporl of lhe Deporlmenlol Commltlee on Flnonce ond Nolionol Plonnlng on lhe
Considerolion of the Public Flnonce Monogemenl (Amendmenl) Bill (No.3), 2024)
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3.2.1 tstoLo couNTY

i9.The members of lsiolo County expressed supporl for lhe proposol on the
tronsfer of functions, highlighting its potenliol to streomline governonce ond
enhonce cooperotion between the county ond notionol governments. They
emphosized thol ihe proposol would clorify roles ond responsibilities, reducing
the likelihood of conflicis ond jurisdiclionol disputes thol hove historicolly
deloyed crilicol projecls, resulting in inefficiencies ond wosted resources. The
members olso welcomed the provision for funding these lronsferred functions
from budgets previously opproved for the tronsfening level of governmenl.
They noted thot coupled with stondordized costing fromeworks oullined in
monuols provided by both nolionol ond counly governmenls, this
orrongemeni would ensure lhol resources ore ollocoted efficiently ond
lronsporently, enobling smoother coordinotion, fosler decision-moking, ond
ihe timely compleiion of development prolecls.

3.2.2 MOMBASA COUNIY

20. The residents of Momboso Counly supported the proposol to tronsfer funciions
belween the notionol ond county governments, highlighting the need for
increosed funding ot the county level. They emphosized thot county
governmenls, being closest lo the grossroots, ore well-ploced lo ensure the
effective ond efficienl ollocotion ond monogemenl of resources.

21. Further, lhe residents recommended the introduction of legislotion 1o
implemenl o "One Counly, One Producl" policy. This initiotive would promote
speciolizotion in specific producls by eoch county, reduce dependence on
imports, ensure quolity produclion, ond boost locol monufocluring notionwide.

3.2.3 TAIIA TAVETA COUNTY. MWAIATE CDF HAtt

22. Residents of the Counly supporled the tronsfer of functions between the
nolionol ond county governments, stressing the need to synchronize county
revenue collection systems. This, they noted, would enhonce efficienl tox
collection ond ensure smoolh resource ollocolion.

23. They further expressed concerns over consistent deloys in disbursing funds to
county governments. They pointed out the odverse effects, including disrupted
service delivery, lock of occess lo essentiol medicotion in hospitols, fomilies
slruggling due to unpoid solories, ond o declining economy resulting from
slolled development prolects.

Reporl of lhe Deporlmenlol Commlttee on tlnonce ond Nolionol Plonnlng on lhe
Considerolion of lhe Public Flnonce Monogemenl (Amendmenl) Bill (No.3), 202a)

(Nollonol Assembly Blll No.44) 202.1



3.2.4 KERICHO COUNTY

24.The residenls of Kericho County supported lhe proposed omendments,
emphosizing thot they would enhonce fiscol occounlobility ond efficiency
within Kenyo's devolved governonce system. They noled thot the omendments
would slrengthen public confidence in finonciol governonce while promoting
equitoble ond efficient resource utilizolion ocross oll levels of governmenl. The
residents stressed the need for occountobility ol oll levels of government, with
prudenl use of resources. They proposed reloining the heolth, educolion, ond
ogriculture functions under the notionol government to prevenl disruptions
such os union slrikes. Additionolly, they urged the government lo increose ond
ensure the timely disbursement of funds lo counties, recognizing lhe criticol role
county governments ploy.

3.2.5 WESTMINSTER CONSUTTING

Clouse 2 (186A)
25. Weslminister Consulting supporled the proposol to introduce lronsfer

ogreements belween notionol ond county governmenls noling thot it will
ensure oll lronsfers ore formolized ond governed by o uniform, well-defined
ogreement. ll will olso reduce the risks of dispules ond misunderstondings
between governmenl levels. They sloted thot lhe stondordizolion of
ogreements will ensure predictobility ond clorily, strengthen intergovernmentol
coordinotion by providing legol sofeguords ond consistent process ond it will
olso loy the groundwork for tronsporency ond occountobility in tronsfened
fu nclions.

Clouse 2(186C)
26. Westminister Consulting supported the proposol on the tronsferred funciions

being funded from existing sources in opproved budgets ond consultotions.
They informed the Commitiee thot the proposol would ensure continuity in
service delivery during tronsitions ond would olso estoblish o colloborotive
mechonism for oddressing funding gops. They noled the proposols'
implicotions, including preventing public service interrupiions by moinloining
funding flows. The new proposol will olso promole joint decision-moking on
finonciol resources, strengthening intergovernmentol relolionships. Finolly the
new proposol will enhonce operolionol efficiency by streomlining lhe
ollocolion ond disbursement process through cleor ogreemenls.

Clouse 2(186D)
27 . The proposol to hove ironsferred f unctions costed through stondordized

fromeworks provided in both notionol ond counly governmenl monuols wos
strongly welcomed by Weslminisler Consulting. A stondordized costing
fromework will ensure foirness ond occurocy in resource ollocolion. Cleor
budget presenlotions will promole tronsporency ond focilitote oversight. The

Reporl of lhe Deporlmenlol Commltlee on Flnonce ond Nolionol Plonning on lhe
Considerolion of lhe Public Finonce Monogemenl (Amendmenl) Bill (No.3), 2024)
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slondordized fromeworks will help prevenl ollocotion between discreponcies
between notionol ond county governmenls, will enhonce occountobility by
mondoling legislotive opprovol for oll budget estimotes ond will olso promole
effective fiscol monogemenl ond minimize risks of mismonogemenl.

Clouse 2(186E)
28. The new proposol thot monogement of ossets ond liobilities be included in

lronsfer ogreemenis will estoblish cleor protocols for ossel ond liobility
monogement, preventing disputes. The proposol will olso slrenglhen
occountobility ond complionce lhrough mondoled record-keeping ond thus
will enhonce tronsporency ond focilitote effective oudils. Furlher, they stoted
thol the proposol will olso minimize risks of mismonogement or dispules over
osset ownership ond will provide structured processes for seomless osset
tronsfers, fostering trust between governmenls.

Clouse 2(186r)
29.The proposol to hove tronsferring governments prepore coshflow projections

ond publish them l5 doys before the tronsfer period's commencement wos
supported by Weslminster becouse il will promote tronsporency lhrough lhe
timely publicotion of proleclions. lt will olso ensure forword-looking finonciol
plonning for effeclive resource ollocoiion ond monogement by prevenling
deloys in execution. The proposol will foster public trust ond occountobilily
through occessible finonciol doto enobling informed decision-moking by
providing occurote revenue forecosts.

Clouse 2(186G)
30. The proposol to hove occounting officers submit quorterly ond onnuolfinonciol

ond non-finonciol reports to oversight bodies will ensure coniinuous monitoring
of lronsfened functions. Additionolly, it will focilitote effeclive oversighl ond
decision-moking by providing detoiled performonce doto. This will ensure
guoronleed occountobility in resource utilizotion, minimize lhe risk of
mismonogement or operotionol inefficiencies, promote lronsporency, ond
build trusl belween nolionol ond county governmenls.

3.2.6 CTIFFE DEKKER HOFMEYR (KENYA)

New Clouse
31. Amend to odd new Section 186(F) to reod 'lho, Cobinet Secrelory ond the

County Execulive Commille e member f or finonce f or the offected County sholl
ensure lhol there is public porticipotion in lhe process of tronsfening functions
from one level of the governmenl to the olher.'

Jusllficotion
32. The tronsfer of funclions from one level of governmeni to onolher is o crilicol

tosk thot offecls o huge populoiion lherefore o motter of public inlerest. ln the

Reporl of lhe Deporlmentol Commltlee on Flnonce ond Nolionol Plonning on lhe
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post, there hos been on experienced o lussle when Noirobi County lronsfened
its functions to the Notionol government with the governor olleging thot he wos
incopocitoted.

Commltlee Observolions
33. Ihe Commltlee noled publlc porllclpollon ls o conslllullonol lmperolive.

Therefore, lhere wos no need to provlde for ll ln the slolule.

3.2.7 KENYA PR|VATE SECTOR AIUANCE (KEPSA)

34. KEPSA fully supporls the Public Finonce Monogement (Amendment) Bill os it
seeks lo shenglhen finonciol monogement in konsfening functions between
levels of government. These proposed omendments ore essentiol for
enhoncing efficiency in public finonce monogement ot the county level,
streomlining service delivery, ond fostering o conducive environment for lhe
privote sector growth ocross both levels of government.

3.2.8 ASSOCIATION OF PENSION TRUSIEES AND ADMINISIRAIORS OT KENYA
(APTAK)

New Clouse
35. Add o new clouse to omend Section 94 by inserting the following new sub-

seclion immediotely ofler subseclion 9a(l )(o)(ii)-
'hos persislen tly deloyed or toiled to remit employee solories stotutory
deducfions including foxes, pension, notionol heolth insuronce ond
coo perotiv e socielies deducfions.'

Commlllee Observollons
36. Ihe Commlllee ogreed wllh slokeholder.

New Clouse
37. Add o new Clouse lo omend Section 109 by inserling the following subsections

immediotely ofler subsection 7: -

Qo) The Controller of the Budgel moy not opprove ony withdrowols from the
County Revenue Fund if-
(o) A county governmenl hos commilled persistenl moteiol breoch os defined

under Seclion 96 of this Act
(b/Hos persistently deloyed or foiled to remit stotutory deduclions including

toxes, pension contibutions, notionol heolth insuronce, ond cooperotive
societies deducfions.

(7b) ln oddition to the requirements provided under su-secfion 6, o counly
government sholl, every quorter, submil lhe following odditionol documenls to
the Controller of Budget ond the Nofionol Treosury-
(o) A stotement ot stotutory deducfions sfofus;

Reporl of lhe Deporlmenlol Commltlee on Flnonce ond Nollonol Plonnlng on lhe
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(b) A stotemenl on the County's progress in implementing the previous yeor's
plon f or poying ils oulslonding stotutory deducfions,'

(c) A certificolion of poyment of previous stotutory deduclions issued by lhe
relevont slof utory institutions: ond

[d/A stotemenl of the County's plon for repoying lhe stotutory deductions
which sholl be occompo nied by on ogreemenl signed by the relevont
stotutory institulion occepting the repoymenl plon.

Committee Observolions
38. Ihe Commlttee ogreed wilh slokeholder.

3.2.9 oKOA UCHUMT

39. The Okoo Uchomi supported the proposed omendmenl to the Public Finonce
Monogement Act 1o focililole lhe finoncing of functions tronsferred between
the lwo levels of governmenl, os outlined in Ariicle 187 of the Constitulion.
These provisions ore o significont ond commendoble development, os they
provide much-needed clority on the finoncing fromework for funclions
tronsferred belween couniy ond notionol governmenis-o process thoi hos
foced numerous chollenges in the posl. By oligning with Arlicle 187 of the
Constitution, which governs lhe tronsfer of functions between levels of
governmenl, lhe omendments ensure thol tronsfened functions ore finonced
bosed on the opproved budget ollocotions of the lronsferring government.

40. Addilionolly, the provisions cleorly obligole the government receiving the
tronsferred functions lo publish cosh flow projections ond quorterly
implementotion repods. This promotes tronsporency ond occounlobility in the
monogement ond execution of lronsfened functions, oddressing existing gops
in the tronsfer process.
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CHAPTER FOUR

4.0 COMMITTEE OBSERVATIONS

41. The Committee, hoving reviewed lhe Public Finonce Monogement
(Amendment) Bill No. 3 2024 (Notionol Asembly Bill No.44 ot 2024) observed
thot:

L There is o need 1o streomline the tronsfer of function between the
levels of government olwoys lo ensure minimized intenuplion of
service lo the public.

lt The Cobinel Secretory, the Notionol Treosury should provide o
comprehensive ond responsive fromework for costing of lronsfened
fu nctions.

Reporl of lhe Deporlmentol Commlllee on Flnonce ond Nolionol Plonnlng on lhe
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CHAPTER FIVE

5.0 COMMIIEE RECOMMENDATION

42.lhe Commitlee hoving reviewed the Public Finonce Monogemenl
(Amendmenl) Bill No. 3 2021, (Nofionol Assembly Bill No.41 ot 2024)
recommends lhol the House opproves lhe Bills with omendments
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THE NATIONAL ASSEMBLY
THIRTEENTH PARLIAMENT - THIRD SESSION - 2024

DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL PLANNING.
ADOPTION LIST

REPORT ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENN (NO. 3) BILL.
(NATIONAL ASSEMBLY BILL NO. 44 0F 2024t.
V c, thc Mcmbcrs of rhc Dcparrmcntal (lommitrcc on I'ir,ancc ancl National Planning havc pursuant to Standing Ordcr 199,

aclopted rhis Report and aft.ix our signatures to affirm our approval and cont.irm its accuracl', validirl and authenticin' toda)',

Monday 25'n Novembe4 2024.
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1 HON. (CPA). KUR|A KrMANr, MP -

CHAIRPERSON

2 HON. (AMB). BENJAMIN KIPKTRUI LANGAT,
MP - VICE CHAIRPERSON
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11. HON. PAUL KIBICHIY BIEGO, MP
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HON. DR. SHADRACK MWITI ITHINJI, MP
LLr'l

13.

14. HON. DR. JOHN ARIKO NAMOIT, MP

15. HON. MOHAMED SOUD MACHELE, MP



i

(AMENDMENT) BILL eo24. (AMENDMENT
NO. 4) BIII (NATIONAL ASSEMBLY BILL NO.
45 oF eoe4)

The Committee adopted the report having been proposed by Hon. Joseph Makilap Kipkoros,
MP and seconded by Hon. CPA Julius Kipletting Ruto, MP

Committee Recommendations
The Committee having reviewed The Public Finance Management (amendment) Bill 9094.
(Amendment No. *) BiIl (National Assembly Bill No. +s of 9094) recommended that the
House approves the report.

MIN NO, NA/F & NP/9O94I946: ADJOURNMENT

::::j-iffiB';-*::":;;ff
HON. CPA. KURIA KIMANI, MP
CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE AND
NATIONAL PLANNING,
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Mr. Erncst l.luriu
Paftner
Ernest & Martin Associates
Cenified Public Accountants
Haven Court, Block B. Rm
Slip Road off Waiyaki Way,
ItAtROBt
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Legal and Tax Associare
Grant Thornton
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NAIROB!,

Accoun!abilicy
Westhnds Avenue, Wendy Court,Hse

id Ofioli Rd, Westlands

I'fu. Dlrne Glchcngo
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Ms Carole Kariuki
Chie[ ExecLrtivc Offrcer
Kenya Prrvate Sector Assocra trot,
7th Floor. South Tower, Tvtc P,u<:r"

Lirnuru Rd.
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CPA James Katule
Chief Executive OIic,. r/ Commrssron

Secretary
Commission on Revenue Alloc a:ion
l4 Riverside Drive. 2nd Floor
NAIROBI

Mr. Raimond Molenje
Ag. Chief Executive Officer Keny:
Bankers Association
llth Floor, lnternational H ouse
Mama Ngina Street
NAIROBI

Chief Executive Oflicer
Baleti Hub
Kilinrarri Btrsrness Cerrtrr', Off rie .t

Krrichwr Road

NA!8_o_gl

C ()rl( r'.l a l ()r's

Chief Executive Officer
Fcierat,on o{ Kcny.r RegistereJ Electr-ical
Engineers
Thik: Super Highrr,.ry.
\\/akr Business Centre
NAIROBI

Plr. Kenneth Matiba
Chief Executive Offrcer
Kenya lnsdtute of Supply Management
KISM TOWERS. I 2th Floor, Ngong Road,
NAIROBI

Hon. Sabulei Philemon Kiplangat
The Chairpenon
Counry Assembly Forum
Flamingo Towers.5th l:loor Wing B. Mara
Road, Upper Hill,
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l.'lr. James Huraguri
Chief Execurive Offrcer
lns!irure of Public Finance
Rosarnr Coun, Murrnga Road off Elgcyo
NAIROBI

-lr,Dear '' rrz i I' r-''c.C,.crt ''
; i'

RE: STAKEHOLDER ENGAGEMENT ON THE PUALIC FINANCE

"IANAGEI.IENT 
(AMENDMENT) (NO.]) BII.L (NATIONAL ASSEMBLY

BILL NO. 44 OF 2024); THE PUBLIC FINANCE I'IANAcEl.tENT
(AHENDHENT) (NO.{) BrLL (NAT|ONAL ASSEMBLy BtLL No. 4s oF
2024) AflD THE PUBLIC PROCUREHENT AND ASSET D|SpOSAL
(AI'IENDHENT) BILL (NATIONAL ASSEMBLy BrLL NO. 48 oF 20:.t By
THE DEPARTHENTAL COHMITTEE ON FINANCE /\ND NA'I IONAL
PLANNING

f,



l tr(. ['\af\:lr Inlo rr.rl (',\rlrll r'a \,,1 l rrr,r]ao .!n(l Nnrrl,rr;ll [rl.rrrrtrtrll t', rr"t.tlrltrlrr'rl l)ttt ttlttt t()

Nir ..r'ri .\.rr.rrrl'lr St,rr,lrrr! t)r rlcr .) lt, rvlrrr lr nt.trtrjatt'r tl ttttt't oltn, ttt study ortd revrcw oll 2he

le.(irLrtioo refcrrcd to it.

: r'.. i',,llr, lri).rr,r(' ll,rr.\.{crrrcrtl (r\rrcttclnrt'ttt) (No.3) Bill (l'J.rtrc.,rr.rlAssorrrlrly Bll l')c' 44 d')014i
I '.,. l'.,t.t,. F rrr.irr. a l.l;rrr.rrcrrrcnr (.\rr(:r(lnrcn() (No.4) Bill (lrJ.ttrrrr;rl Asrt:rrrbly Bll l'1o 45 o{ 2())4 )

,i...l l \. l,rl.lr\ ['r'.-.ctrr crncrrr /\rd ,^\s!cr Drspos.rl lAnrcnclnrent) Brll (l'Jatronal Asserrrbiy P, ll I l.--,.

.rS ai :!ll'l) undcr.wcn( tlrc Frrst Rc:ldrn8 Pursuant to Standrn6 Ordcr l)7(3) ott Wednesday,
lJ,'Novenrber 2024 and wer.e co rntitted to thc Departntenral Conrrnitree on Finance and

Nr:it.rrr.rl Pl.rnnrrrs for cotrsrdet-a tro tt and reporting back to the House. The principal oblect of tire
Brir 1s) rs ns follows:

l. The Public Finance Management (Amendment) (No.3) Bill (National Assembly
Bill No. .{4 of 2024)

The Bill seeks to provide for the financing of transferred functions between the two
levels of government in accordance with Article 187 of the Constitution. The Bill
provides that transferred functions shall conti$ue to be funded from previous sources
as contained in the approved budgets ofthe tr.,tlsferring level ofgovernnlent and that
the cost of the transferred functions shall be based on the costing framework provided
in the national and county Sovernment nranuals.

2. The Public Finance Management (Amendment) (No.4) Bill (National Assembly
Bill No. 45 of 2024>

The Bill seeks to amend the Public Finance Management Act (CaP. 4l2A) to clarify
the efrective dates of the debt threshold requirement for the Cabinet Secretary
National Treasury to ensure compliance and provide a framework for
implementation of accrual accountinS in Government and risk management by the
Public Sector Accounting Standards Board.

3, The Public Procurement and Asset Disposal (Anrendnrent) Bill (National
Assembly Bill No. {8 of 2024)

The principal obiect ofthe t ill is to amend the Public Procuretrrent and Asset Disposal
Act (Cap 4l7C) to prescribe the threshold of Procurenrentt that shall be awarded to
local firms to promotc the growth of local industries. The Bill also prescribes a penalty
(or zny person who registers a firrn on behalf of a non-Kerryan for purposes of
benefitting from a procurement that falls within a prescribed thresholtl,

Pursuan( ro rhe provisions of Arricle I l8( l) (b) ol the Consrrtrrcron of Kenya rrrd StanJirrg ()r o.l
127 (3), the Commicee herebl invites you for a meetint to recerve yo(rr strbrriissiorr .rrrd

commenE on Ghe said Bill(s). The nreetiot will be held on Friday, 22"J Novetrrber attd
Saturdey,2S'c Novembor 2024 ac Minl Chamber, County Hall, Parllanrerrt Buildings
from 9.00 a.m. as per dre acached schedule.

8.,.::
;q.i.,. .. -,
{Lr.:,- ,1



You rl.e rQquesred to prtpart contprehonrive Sulnnlsslo s oll iny rcpletG ntrti.rnt you may

hrve of tht Bill (3) t;d onuil . soft topy to q0el@p dlarn-qrtl,8.o,ke on ot belorc rlt dty ol rha

meeting. copies rrf dre Eilh rFo avrilablc lt thc Netlon,rl Assnrrtbly Trl)l?'r ()|fu.a, ot t,tt
\1t\LA:itt,]1gDr.tc.\e/{hc n.l t rL.tr i {: a s.!c Llrlr.lyt ! to-r ttq:l!!Il.lLc r s lb ilJ }.

Thc Committtt's LiriJott Oftccrs for the macthl8 are Mr. Benlamln Magut, who may be

conhct d on Tel. No. Ol l29f 1966 or email addrett:

beoirminor,r$g0p;r,lianre$s{9."k4; Hr' Bonson Kamande of telephone nurnher

oiSXSffSz Jr enreil .ddrotsr bglson.klmanda@p-afljatD.eot,go.Iq or Hr. Winfred
Kembur o;r Tel. No 0720571rr7 or enull address tUilfred.kil,enrg@ridiantpnLSa,ke.

,,*\

,EREISAH }Y- NDOt{Bl, MtS
For: CLGRK OF THE NAT?91!AI SSSEI1ELY

Copy to H-E FCPA Ahmed Abdullahi, EGH
Chairperson
Council of Governors
Delta House, Rhapu Road
NAIROBI
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on 186A' -Ti eement

What It Introduces:

Defines a "transfer agreement" as a legally binding framework for delegating functions, powers, or competencies between national and

county governments, as per Section 25 of the lntergovernmental Relations Act.

OurView:

'The amendment ensures all transfers are formalized and govcrncd by a uniform, well-defined agreement.

'Reduces risks ofdisputes and misunderstandings between government levels.

Implications:

'Standardization of agreements enhances predictability and claritv.

'Strengthens intergovernmental coordination by providing legal saleguards and a consistent process.

'Lays the groundwork for transparency and accountability in transferred functions.

WES]\,1INISTIFI
CONS,i:I-TiNCrlu
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-Co tin Tr n ns

What It Proposes:

'Costs will be determined using standardized frameworks provided in national and county government manuals.

'Financial estimates will form the basis for determining additional allocations.

'Separate schedules in budget estimates will outline these allocations lor both national and county governments

OurView:

'A standardized costing framework ensures fairness and accuracy in resource allocation.

'Clear budget presentations promote transparency and facilitate oversight.

Implications:

'Prevents resource allocation discrepancies between national and county governments.

'Enhances accountability by mandating legislative approval for all budget estimates.

'Promotes effective fiscal management and minimizes risks of mismanagement.

W ESTN4INISTER
CONSLJITINC



Section 1 E_ a emen f ets and Li II I

What It Proposes:

'Transfer agreements must address acquisition, disposal, and transfer of asscts and liabilitics.

'Receiving governments are required to maintain accurate registers and ensure proper handover upon expiration of the transfer period.

OurView:

'Establishes clear protocols for asset and liability management, preventing disputes.

'Strengthens accountability and compliance through mandated record-keeping.

Implications:

'Enhances transparency and facilitates effective aurlits.

'Minimizes risks of mismanagement or disputes over asset ownership.

'Provides structured Processes lbr seamless asset transf'crs, fostering trust bctween governments.

W ESTI''1lN IST I Ii
CONSI;ITI\(,



Section 1 86F - Cash Flow Proiections
Yl/hat It Proposes:

'Transferring governments must prepare cash flow projections based on revenue estimates

'Projections must be publlshed within 15 days of the transfer period's commencement.

Our View:

'Mandates forward-looking financial planning for effective resource allocation.

'Promotes transparency through timely publication of projections.

Implications:

'Enables informed decision-making by providing accurate revenue forecasts.

'Fosters public trust and accountability through accessible financial data.

'Ensures e(Ecient resource management by preventing delays in execution.

WES'TNIINISTLR
CONSL]I.TINC
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Section 50 - Obli ati ns and Re tri n o National Guaranteein and B rr lnI

Key Provisions

'The amendment replaces subsection (2C) with a new provision stating that the thresholds lor borrowing (subsections 2A and 28) will

come into effect five years from the commencctnent of the Act.

'Subsections (2A) and (2B) limit national government borrowing to 55oh of GDP.

'The Cabinet Secretary must take measures within five years to ensure compliancc with this threshold.

Implications

'DeJerred Borrowing L)mits: By delaying the enforcement of borrowing thresholds Iiom 2027 to 2029 , the government gets additional

fiscal flexibility, easing pressure on its tight budgetary constraints.

'Opportunityfor Fiscal Restructuring: This extension offers the government time to stabilize debt levels, implement economic relorms,

and align with sustainable borrowing practiccs.

'Potential Risfts: Delayed implementation could result in prolonged reliance on excessivc borrowing, increasing debt servicing costs and

crowding out critical dcvelopment spending
\,V hST\4INISTFR
('(]r\SU i.TiNCl



Section 1 s of the Board: r r ework forAccrual A n

Key Provisions

'lntroduces a framework for implementing accrual accounting across government institutions.

'Accrual accounting records revenues and expenses when incurred rather than when cash is received or paid

Implications

'Enhanced Accountability: Enables the government to account for expenditures and revenues more accurately, especially addressing t}le issue

of pending bills in counties.

'Improved Supplier Paynents: Ensures suppliers who worked in a previous ffnancial year can be paid in subsequent years, reducing delays

and ffnancial strain.

'Aeduction ofYear-End Spending Pressure: Eliminates the practice of exhausting budgets by the fiscal year's end, fostering better ffnancial

management.

'Transporency in Revenue Matching: Facilitates proper revenue recognition by matching expenses and revenues to the correct financial

period, thereby improving financial reporting.

\'v"hST,\tlNISft-R
coNSl_i LTIf.\(-lul



-.
,..,

<aF
z<. -
|) 1.

!!.E
-=

.d t) ,,-
Otbo
a-
-da9!

tudoa
OJ

(! g?

?.J
dau,\v::l!.:-cL
4on#

'-UY
-ll)utr

:i!

-.v.-ag6a
Lc9H
aY!6
qrhtr;
+&o9o---c=c

-=7.!
qrYY5
c>..!.=id6t-t.a

-!=cHc
tr>.9:tl

=.!c!-

E990!
UUXiJ
,)s'>\9

i.ht) t4
Lor.iE.

L-V'.Ytr

-LJ.{LE

!itr.;&Y9l-.Er^aXogooFi:
.!5dorEQE^.>\cS 3 $! a.-cuS!-!'r'r (., i i E *'E n -:'.i -E.i +I E + kr': B€

=!dsgs.E6{'-.\,-!y(!r.q E ! 4 i ztrlQe\9,4=
. l.:. . .h

t)

L

bo

B

|.
?
o

L.

U

OJ

6
bo

E

;
q,

q,

o

.YL
o

o
(!

-ti

o

o
60
6
(!

o
L
(t,

o
U
a
ot

th

L
crxov

Ir

!o
d
,r

ur

o

0)

(B

(!

!
t)

,i

t{

L
(n

EA

o

I

-+

o
o

U)



Secti nl Im lem n tionTimeline for Accr I Accountin Sub C n5I

Key Provisions

'Allows a three-ycar transition pcriod fbr thc implementation of.the accrual accounting framework

'During this period, institutions will cor.rlinuc operating on thc cash accounting systcm.

I mplications

'Challenges oJ Dual Accounting: Thc coexistencc ofcash and accrual systems during thc transition crcates arnbiguities

rcgarding which transactions fall under which system.

' Recom men d ation Jor I mme di ate I mple me nt a ti on :

' Immediate adoption would cnsure pcnding bills and rcvcnues are fully accountcd for in the ncxt iinancial year.

' Operating under a single accounting svstem prelents rliscrepancies and improves fiscal transparency.

'Clear Cuidelines Needed:The Bill lacks clarity on the treatment of spccific transactions under both systems, creating potential

i nconsist cncies in financial reporting.
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Alex Kanyi<Alex.Kanyi@cdhlegal.com,
To
Clerk of the National Assembly
Cc
benjamin magut
benson kamande
winfred kilonzo
Sammy Ndolo

GAUTION;This Mail 0riginated from outside of the organization. Do not click links or open
attachments unless you can confirm the sender and know the content is safe.

Dear Hon. Samuel Njoroge

We thank you and the team for inviting our firm, Cliffe Dekker Hofmeyr (Kenya) to provide comments on
the Public Finance Management (Amendment) (No.3 &4) Bll,2024 and the Public Procurement and Asset
Disposal (Amendment), Bill, 2024.

The Bills generally provide positive changes.

We propose the below amendment to the Public Finance Management (Amendment) (No.3) Bill, 2024:

lssue
Public participation
on transfer of
functions

Proposal
We propose that a section
be added in the proposed
Bill to require that public
participation is done
before transfer of
functions from level to the
other.

Justification
The transfer of functions from one level of
government to another is a critical task that affects a
huge population therefore a matter of public interest.
We have in the past experienced a tussle when
Nairobi County transferred its functions to the
National government with the governor alleging that
he was incapacitated.

httDs://www.citizen.disital/news/sonko-withd raws-
from-agreement-transferrine-nairobi-county-
functions-to-nms-339866

The effects to the residents of Nairobi continued
notwithstanding.

ln this regard, we propose that such transfer of
functions from one level to another be subjected to
public participation so that the public can have their
views considered before the transfer is done.

The Public Finance Management (Amendment)
(No.3) Bill, 2024 should therefore be amended to add
Clause 186 (F) stating that:

The Cabinet Secretary and the County Executive
Committee member for finance for the affected
County shall ensure that there is public pafticipation
in the process of transferring functions from one level
of the government to the other.



We propose the below amendment to the Public Procurement and Asset Disposal (Amendment), 8 ,2024

lssue
Ambiguity in section
11 (a) of the Bill on
where to place a
procurement that is
exactly one billion
sh illings

Proposal
We propose that section 1 1 (a) of the
Public Procurement and Asset
Disposal (Amendment), Bill, 2024
should be amended to read as
follows:

Justification
lf the clause is amended as proposed, it
will be clear that any procurement of one
billion shillings or less will be awarded to
a local firm. This will resolve a potential
problem with the current drafting of the
Bill where a procurement that is worth
exactly one billion shillings can neither
be to a local flrm or a foreign firm.

a the
new

By inserting
following
subsections
immediately
subsection (6)-

after

"(6,q) any procurement ol one billion
shlirllgs or /ess shall be awarded to a
local flrm.

Clause (68) should remain as
currently drafted.
"6(8) A foreign firm shall be eligible
for procurement of contracts of more
than one billion shillings where the
foreign firm has entered into a joint
venture procurement with a local firm
for not less than thirty percent of the
value of the orocurement."

Timelines for the
Attorney(AG)
General to provide an
advisory on propriety
of the funding of a
foreign tenderer

We propose that section 16 of the Bill
be amended to provide for the
specific timelines within which the
Attorney General should provide an
advisory op;nion to the procunng
entity. We propose fourteen (14)
days.

The section should be amended to
read as follows:

" 16(2) Where a foreign tenderer
participates in the competition for
procurement, the respective
procuring entaty shall obtaan an
advisory opinion from the Attorney-
General on the propriety of the
funding from the foreign
tenderer. The Attorney General shall
provide the advisory opinion to the
procuring entity within fourteen days
of recetwng the written request from
the procuring entity.

The current wording of the section gives
an unlimited time to the Attorney
General to give an advisory opinron on
the propriety of the foreign tenderer.
This exposes the procuring entity and
the tenderer to abuse or unnecessary
bureaucracy. lt is important to provide a
specific timeline for the Attorney
General to provide the opinion for clarity.

We trust that our submissions will be considered



Kind Regards

Alex Kanyi
Partner - Tax
Kieti Law LLP
Merchant Square.3rd Floor, Block O, Rivorside Drave. Nairoba. K€nya
P.O. Box 22502-00505, Nakobi. Kenya
Tel. +254 731 086 649 / +254 710 560 114 Mobile. +254 724 498 999

,tlcx.K.l|vi6)cd hlcsal.com
I https://rvrvw,cliffedckk.rhofmcyr..on - kicti.html
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Novembet 22,2024

Mr. Samuel Njoroge
Clerk ofthe National Assembly
Parliament Buildings
Parliament Road
NAIROBI

Dear Mr. Njoroge,

STAKEHOLDER ENGAGEMENT ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT)

lNo.3l BILL (NATIONAL ASSEMBLY BILL NO.,+4 oF 2oz4)i THE PUBLIC FINANCE
MANAGEMENT (AMENDMENT) [NO.4] BrLL (NAT|ONAL ASSEMBLY BrLL NO.45 OF 2024)
AND THE PUBLTC PROCUREMENT & ASSET DTSPOSAL (AMENDMENT) B|LL (NATTONAL
ASSEMBI,Y BILL NO.48 OF 2024 BY THE DEPARTMENT COMMITTEE ON FINANCE AND
NATIONAL PIITNNING

Receive warm greetings from Kenya Private Sector Alliance (KEPSA).

We acknowledge, with thanks, receipt ofyour letter [REF: NA/DDC /F&NP/2024/ (126)], dated 15th
November 2024, in which you requested our submissions regarding the amendment of The Public
Finance Management Act. The specific Bills mentioned are as follows:

. The Public Finance Management (Amendment) [No. 3] Eill (National Assembly Bill No. 44 of 2024).

. The Public Finance Management (Amendment) [No.4] Bill (National Assembly Bill N0.45 0f2024).
o The Public Procurement & Asset Disposal (Amendment) Bill (National Assembly Bill N0.48).

We acknowledge receipt of your invitation to attend a meeting on Friday, 22nd November 2024, to
present our submissions on the aforementioned Bills.

KEPSA fully supports the Public Finance Management (Amendment) Bill as it seeks to strengthen
financial management in the transfer of functions between levels of governmenl These proposed
amendments are essential for enhancing efficiency in public finance management at the county level
streamlining service delivery, and fostering a conducive environment for the private sector growth
across both levels of government.

ln this regard, we kindly request that you consider our written memorandum on the Public Procurement
and Asset Disposal (Amendment) Bill, 2024, and excuse us from attending the physical oral
presentations scheduled for 22nd Novembet 2024,

We thank you for the continued supporL

You ce ly,

Ca rluki, EBS, MBS, HSC
Chief Executive Officer

7th Floor, South Tower, Two Rivers, Limuru Road I P. O. Aox 3556 - 0OrO0, Nairobi, Kenya
O +254 720 34)g4g / 735 ggg97g lD info@kepsa.or.ke G www.kepsa.or.ke



) f

I

PTAK
PRoPosED AMENDTIIENTS To rHE puBLIC FTNANCE rltANAGErlrENT

(AMENDIVIENT) BILL, zoz+.

EXECLIIN/E SUMMARY

Itll,lt:.l'p,t*t rvithin the public sector, especialll, coung Bovernments, require

lTT:dt",.. legislative and policy interventions. Challenges ,"ngu fron, failure to pa1'
salaries that for months, pension contributions includlng NHIF (SHIF) deductions
which are deducted but not remitted to the respective peniion schemes and failure to
remit, onbehalfofemployees, non-statutory deductioni such as loans, sacco and union
membership and subscription fees

This. problem has persisted despite the clear statutoD, obligations requiring the
employer to, subject to an employee,s consent, deduct any amount from that
employee's salary or wage as a contribution to a fund or program and to rrmit the
same to the receiving party. The propensity for non-adherence to clear provisions of
the law is motivated by insufficient legal incentives and consequences, sanctions,
checks and balances under the larv governing fiscal management.

The proposals for amendment listed hereunder therefore seek to cure the problem of
unremitted statutory and non-statutory deductions for the benefit of the employees
within the public sector and to instill fiscal discipline within the public sector.

In the foregoing, we forward to you the proposed amendments as per the attached for
consideration by the Standing Committee on Finance and Budget.

Yours faithfully,

0
IIh",
I

BONIFACE IVTWANGANGI, ACILEX
SECRETARY.GENERAL

a
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TH T' PU I}LIC FINANCTT MANAGIiM I':N't. AgI. No'4 I24
SECTION PROPOSED AMNNI)MIiIYT RA'T'I()NAI,I'

Additional
indicators of
serious or
persistent
material breach.

The Principal Act is antcrrdcd
in section 94 by inserting the

following new sub-section
immediately aft er sub-section
g+(r) (a) (ii) -

"has persistently
delayed or failed to
remit emPloyee
salaries, statutory
deductions
including taxes'
pension, national
health insurance
and

cooperative societies
deductions.

Itr:solvc cltallt:ngt:s
rlclavctl or to remit and

stat;tory dcductions
county govcrnmcnts eve n

deducting samc

emploYees. the <lf failure
pension other bY after tne

from emPloYees'

The Principal Act is amended in
Section ro9 of the Public Finance

Management Act by inserting the

following sub-sections

immediately after subsection 7:-
(za) The Controller of
budget may not approve
any withdrawals from
the County Revenue
Fund if:-

This shall instill fiscal

responsibility in
Counties and ensure

that the challenge of
unremitted statutory

deductions is

Requirement
to pay
statutory
deductions

t
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tr lIk.r
Sl.(' li0rr r1(r ol.l h ls Acl;

(b). ltns pr.r..rhrr:nlry
ttcltrycrl or lirltcrl to rt:nril
$ltllltltrry rlcttrrcllrlrrg
lrrcltttirrg lrxcs, ;rcntion
colr l ribrrlions, rrnlionrrt
lrcnltlr irrsrrrrrrrcc atr(l
coopcr.rlivc socicllcs
dcdrrctions.

(7l>) In addition to thc

Controllcr ofBudgct and thc
National
Treasury:-

(a) A statement of
statutory deductions status;

(b) A statement on
County's progress of
implementing the previous
yearts plan for palng its
outstanding statutory
deductions;

(C)A certification of payment ofprevrous years stafutory
deductions issued by the

uIlrrri t,
t r,trt ilIrttx r"i
rlittrt rl l,y
nnl"rtlh.r
l' rly!:l.

;tltrl
,|t\,
llrr'

t

rcqrrircmcnts provi<tcd rrrrtlcr.sub-scction (r, 1 county
Sovernnrcnt slrall, on a r;uartcrlyb1sis, sulrmit the followini
additional documcnta to the
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relernnt ctatuton
- _ 

tnrdtudonel and
(d)A stltGmGat of the Counqy'r

PIan for rcpaytng tte
ctatutory deducdons $,htch
challbc
acmmpanled by arr
aglecmmtrtgncdbythe
relcnlnt statutory
lnsdtudon eccepdng the
repa5mcntplan.
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