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CHAIRPERSON'S FOREWORD

This report contains the proceedings of the Departmental Committee on Finance and National
Planning on its consideration of the Public Finance Management Bill, 2025 (National Assembly
Bills No. 17 of 2025).lt was published in the Kenya Gozette Supplement No. 59 of 24h Aprtl,2026
and it was read for a first time on 2^d December, 2025. The Bill was committed to the Committee
for consideration and tabling of the report to the House pursuant to Standing Order 127.

The purpose of the Bill is to amend the Public Finance Management Act, in order to ensure that
there shall be no duplication in management of additional allocations through intergovernmental
atreements. ltseekstorepeal sections l9lA, l9l B, l9lC, l9lD,and l9lEofthePublicFinance
Management Act.

ln compliance with Article I l8 (l) (b) of the Constitution and Standing Order 127(3), the Clerk
of the National Assembly placed an advertisement in the print media on 2l" February, 2026
inviting the public to submit memoranda by way of written statements on the Bill. ln addition, the
Clerk of the National Assembly vide letter Ref. No. NA/DDC/F&NP120261062 dated 156 April
2026 invited key stakeholders to submit views on the Bill and attend a public participation forum
on Thursday, 23'd April 2026 and Friday, 24'h April 2026. The memoranda were to be received
on or before 28s February 2026 at 5.00 pm (East African Time).

The Committee is grateful to the Oftices of the Speaker and Clerk of the National Assembly for
the logistical and technical support accorded to it during its consideration of the Bill. Similarly, I

wish to express my appreciation to the Honourable Members of the Committee and the
Committee Secretariat who made invaluable contributions towards the preparation and

production of this report.

On behalf of the Departmental Committee on Finance and National Planning and pursuant to the
provisions of Standing Order 199(6), it is my pleasure to report that the Committee has

considered the Public Finance Management (Amendment) Bill, 2025 (National Assembly Bills No.
17 of 2025) and wish to report to this auSust House with the recommendation that the House
approves the Bill without amendments

Hon. FCPA. Kuria Kimani, CBS, M.P.
Chairperson, Departmental Committee on Finance and National Planning

Repofi of the kpadnental &mmiftee on Finance and National Planning on the &nsideration
of The Fltblic Finance ll4anagement (tunendrnent) Bill, 2025 (National Asxmbly Bills No. I7 of
2025) E



I PREFACE

I.I ESTABLISHMENT AND MANDATE OF THE COMMITTEE

l. The Departmental Committee on Finance and National Planning is one of twenty
departmental committees of the National Assembly established under Standing Order 216
whose mandate pursuant to the Standing Order 216 (5) is as follows:

o) To investigote, inquire into, ond report on oll motters reloting to the mondote,
manogement, octiviiles, odministrotion, operotions ond estimotes of the ossrgned

ministries ond deponmens;
b) To study the progromme ond policy object yes of ministries ond deportments ond the

eflectiveness of the implementotion;

4 To, on o quorterly bosis, monitor ond report on the implementotion of the notionol
budget in respect of its mondote;

d) To study ond review oll legislotion referred to it;
e) To study, ossess ond onolyse the relotiye success of the ministries ond deportments os

meosured by the results obtoined os compored with their stoted objectiyes;

f) To investigote ond inquire into oll mofters reloting to the osslgne d ministries ond
deportments os they moy deem necessory, ond os moy be referred to them by the
House;

d To vet ond report on oll oppointments where the Constitution or ony low requires the
Notionol Assembly to opprove, except those under Standing Order 204 (Committee on

Appointments);
h) To exomine treotres, ogreements ond conventions;

i) To moke reports ond recommendotions to the House os often os possib/g including
recommendations of proposed legisloilon;

j) To consider reports of Commissions ond lndependent Ofnces subrnitted to the House
pursuont to the provisions of Article 254 of the Constitution; ond

k) To exomine ony guestions roised by /vlembers on o motter within its mondote.

2. The Second Schedule to the National Assembly Standing Orders assigns the Committee the
mandate to consider matters in relation to public finance, public audit policies, monetary
policies, financial institutions, economy, investment policies, competition, banking, insurance,
national statistics, population, revenue policies including taxation, national planning and
development, digital finance, including digital currency.

3. ln executing its mandate, the Committee oversees the following Ministries/Departments:

a) The National Treasury.
b) State Department for Economic Planning.
c) State Department for Public lnvestment and Asset Management.
d) The Commission on Revenue Allocation (CRA)
e) Office of the Controller of Budget

Repft of the Depatfrnental bmmiftee on Finance and National Planning on the Consideration
of The htblic Finance Management (Amendntent) Bill, 2025 (National Assembly Bills No. 17 of
2O2s)
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I.2 COMMITTEE MEMBERSHIP

The Departmental Committee on Finance and National Planning was constituted by the House
on 27'h October 2022 and comprises the following Members:

Chairperson
Hon. FCPA Kuria Kimani, CBS, MP

Molo Constituency
UDA Party

Vice-Chairperson
Hon. (Amb.) FCPA Langat Benjamin Kipkirui, CBS, MP

Ainamoi Constituency
UDA Partv
Members

Hon. Peter Kaluma, CBS, MP

Homa Bay Town Constituency
OD1'l Partv

Hon. FCPA Oyula, Joseph H. Maero, MP

Butula Constituency
ODM Partv

Hon. Mboni, David Mwalika, MP

Kitui Rural Constituency
WDM Party

Hon. Sunkuyia, R. George, MP

Kajiado West Constituency
UDA Party

Hon. Betty N. Maina, MP

Murang'a County
UDA Partv

Hon. Sheikh Umul Sheikh, MP

Mandera County
UDM Partv

Hon. Machele M. Soud, MP

Mvita Constituency
ODM Party

Hon. Paul Biego, MP

Chesumei Constituency
UDA PartY

Reprt of the Depadmenbl Committee on Finance and National Planning on the Consideration
of The Public Finance Management (Amendrnent) Bill, 2025 (National Asxmbly Bills No. I7 of
2025) E

Hon. Okuome Adipo Andrew, MP

Karachuonyo Constituency
ODM Pargr

Hon. Chiforomodo, Munga, MP

Lunga Lunga Constituency
UDM Partv

Hon. CPA Rutto Julius Kipletting, MP

Kesses Constituency
UDA Party

Hon. (Dr.) Shadrack Mwiti, MP

South lmenti Constituency

lubilee ParQr

Hon. Dr. CPA Ariko John Namoit, MP

Turkana South Constituency
ODM Party



I.3 COMMITTEE SECRETARIAT

4. The Committee is facilitated by the following staff:

Ms. Jennifer Ndeto
Deputy Director Legal Services

Mr. Benson Kamande
Clerk Assistant lll

Mr. Salem Lorot
Senior Legal Counsel

Mr. George Ndenjeshe
Fiscal Analyst ll

Ms. Nelly W. Ondieki
Research Officer ll!

Mr. Benson Muthuri
Assistant Serjeant-At-Arms

Ms. Winfred Kambua
Clerk Assistant ll!

Ms. Joyce Wachera
Hansard Reporter ll

Mr. Eugene Luteshi
Audio Officer lll

Mr. Allan Ngugi
Administrative OIIicer ll

Ms. Peninnah Simiren
Legal Counsel ll

Repofi of the Depaimental hmmiftee on Finance and National Planning on the Consideration
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Media Relations Officer



8. Clause 2 provides for the repeal of section lglA of the Public Finance Management Act
(Principal Act).

9. Section l9lA provides as follows-
I 9 I A. lntergovernmentol ogreements

(l) The Notronol Treosury sholl enter into on ogreement with the respective county

government for the tronsfer of the respectrve conditionol ollocotion mode to the county

government pursuont to this Act
(2) An ogreement under subsectlon ( I ) sholl set out ony conditions thot moy be ottoched

to the conditionol ollocotions mode under this Acr
(3) Where o county government intends to enter into on ogreement under subsectjon

( l), the county executive committee member sholl submit the ogreementto the respectlve

County Assembly for oPProvol.

(4) The County Assembly sholl, within fourteen doys of submission of on ogreement under

subsectton (3), opprove or reiect the ogreement.

(5) Where o County Assembly foils to consider on ogreement under subsectron (3) within

fourteen doys, the ogreement sholl be deemed to be opproved.

(6) An ogreement under subsection (l) sholl set out oll conditions ottoched to on

ollocotion mode under this Aa.
(7) The respective county government sholl foruord the ogreement opproved under this

section to the Controller ofBudget within seven doys of opprovol.

l0.Clause 3 provides for the repeal of section l9lB of the principal Act.

ll.Section l9lB provides as follows-
I 9 I B. Public PorticiPotion
The county executiye committee member sholl focilitote public porficipotion on onY

ogreement mode pursuont to seaion l9l A.

Repod of the Deparhnentat Committee on Finance and National Planning on the (bnsideration

oiTh" pt bti" Fiiunce ll,Ianagement (Atnendrnent) Bill, 2025 (National Asrembly Bills No. I7 of
2025)

CHAPTER TWO

2.0 OVERVTEW OF THE PUBLIC FINANCE MANAGEMENT (AMENDMENT)
B|LL (NATIONAL ASSEMBLY BILL NO. !7 OF 202s)

2.!Background

5. The Public Finance Management (Amendment) Bill,2025 (National Assembly Bills No. l7 of
2025), sponsored by the Leader of Maiority Party, was published on 24'h April, 2025. lt was

read for the First Time on 2nd December,2025, and was then committed to the Committee
for consideration and tabling of the report.

2.2 Summary of Legal Provisions

6. The purpose of the Bill is to amend the Public Finance Management Act, in order to ensure

that there shall be no duplication in management of additional allocations through

intergovernmental atreements.

7. The Bill contains 6 clauses.
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I 2. Clause 4 provides for the repeal of secrion I 9l C of the principal Act.
I 9 I C. Execution of ogreement for condit)onol allocoton
An ogreement under section l9 lA sholl be-
(o) signed by on outhorized person or officer; ond
(b) published in the Kenyo Gozette within o period ofseven doys ofthe ogreement.

I 3. Clause 5 provides for the repeal of secrion l9l D of the principal Act.
I 9 / D. Submission to Senore

(l) The Notronol Treosury sholl, within seven doys of entering into on ogreement under
seaion I 9 I A, submit to the Senote ond the Controller of Budgeq the ogreement together
with ony other documents reloting to the ogreement
(2) The Notionol Treosury sholl publish ond publicize oll ogreements entered into
pursuont to seaion l9lA.

I 4. Clause 6 provides for the repeal of section I 9l E of the principal Act.
l9lE. Requisition of funds
Reguisitron offunds from the county revenue fund for the purposes ofo conditionol gront
sholl be supported by the intergovernmentol ogreement opproved under section l9l A.

Analysis of the Bil!

Constitutional and statutory anchors

15. The law on additional allocations is anchored in three primary levels of legislation:

(i) The Constitution of Kenyo (20 l0)
I 6. Article 202( l) and (2) of the Constitution is the core anchor of additional allocations. Clause

( l) mandates the equitable sharing of national revenue. Clause (2) explicitly states: "Counry
governments moy be given odditionol ollocotions from the notionol government's shore of the revenue,
either conditionolly or unconditionolly".

I 7. Article 203 of the Constitution sets out the criteria to be considered in the equitable sharing
of revenue, including the need to ensure that county governments are able to perform the
functions allocated to thern.

I 8. Article 190 of the Constitution provides for the support and oversight of county governmenrs
by the National Government, which often takes the form of conditional financial grants.
(ii) The Public Finonce Monogement (PFM) Act (Cop. 4l2A)

I 9. Section l9l of the Public Finance Management Act (PFM Act) provides for the framework for
the National Government to transfer funds to counties.

20. Sections l9lA - l9l E (Specific to lntergovernmental Agreements): These sections (currently
subject to the Bill under consideration) require the National Treasury ro enrer inro
intergovernmental agreements for these allocations, ensuring they are approved by County
Assemblies and the Senate.
(iii) The County Goyernments Additionol Allocotions Act

Repfi of the kpathnenbt bmmitbe on Finane and Nationat Planning on the &nsidendo, a
%T$rublic 

lvnancE ll,tanatement (Antendnent) BiU, 2025 (National.ixmbly Bills No. t i;f 
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21. The County Governments Additional Allocations Act is an annual legislation providing for
additional allocations to the county tovernments. Because the amounts and sources of these
grants (especially donor-funded loans) change every year, Parliament must pass a new version
of this Act for each financial year.

22. Additional allocations refer to additional resources allocated to county governments from
the national government's revenue or in the form of loans and grants from development

Partners.
23. The legislation provides for both the unconditional and conditional allocations to county

SOVernments.

Repoft of the lkpadtnental Commiftee on Finance and National Planning on the Consideruhbn
of The Public Finance Management (funendnent) Bill, 2025 (National Asrembly Bills No. I 7 of
202s) E



24. Article I l8 ( l)(b) of the Constitution provides that:

"Porlioment sholl focilitote public poracipotjon ond involvement in the legislotr ve ond other

business of Porlioment ond its Committees."

25. The National Assembly Standing Order 127 (3) and (3A) stipulates that:
"(j) The Deportmentol Committee to which o Bill is committed sholl focilitote public
ParticiPotion on the Bill through on oppropriote mechonism including-

(o) inviting submission of memorondo;
(b) holding public heorings;

(c) consulting relevont stokeholders in o sector; ond
(d) consulting experts on technicol subjects.

(34) The Deportmentol Committee sholl toke into occount the yiews ond recommendotions of
the public under porograph (j) in its report to the House."

3.2 MEMORANDA RECEIYED ON THE BILL

25. Pursuant to the aforementioned provisions of law, the Clerk of the National Assembly placed

an advertisement in the print media on 21" February, 2026, inviting the public to submit
memoranda on the Bill. Further, the Clerk of the National Assembly vide letter Ref. No.
NA/DDC/F&NP120261062, dated l5th April 2026, invited key stakeholders to submit views
on the Bill and to attend a public participation forum on 23'd April 7026 and 246 Aprll 2026.

27.Ihe Committee received memoranda from the stakeholders as Annexed

General Submissions

3.2.1 The National Treasury
The National Treasury appeared before the Committee and submitted as follows;

28. The National Treasury submitted that the existing constitutional and legal framework already
provides clear accountability mechanisms, since Article 226 of the Constitution desiSnates
accounting ofticers at both levels of government while Regulation I 3 I ( l)(b) of the Public
Finance Management (National Government) Regulations, 20 l5 assigns responsibility for
ensuring compliance with laws governing transfers, thereby rendering additional
intergovernmental agreements unnecessaD/.

Reptt of the Depaftmental Committee on Finance and National Planning on the Consideration
of The Public Finance Management (Anendrnent) Bill, 2025 (National Assembly Bills No. I 7 of
2025) E
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29. Further, the National Treasury noted that County Participatory Agreements (CPAs), which
are executed between line Ministries, Departments and Agencies (MDAs) and county
governments for each conditional allocation, already serve the purpose of intergovernmental
agreements, since they outline project financing arranSements, implementation
responsibilities, conditions precedent, and allocation criteria in a consultative manner. On this
basis, the National Treasury supported the repeal of Section l9lA and its related subsections,
since maintaining these provisions would result in duplication of processes and impose
unnecessary administrative burdens on both the National Treasury and county Sovernments.

30. The Ministry also submitted that provisions relating to public participation under Section l9l B

are redundant, since the Constitution, the Public Finance Management Act, and the County
Governments Act already require meaningful public participation durint the budgeting
process, thereby making additional participation requirements at the atreement staSe

duplicative and resource-inefficient.

3l.Additionally, the National Treasury explained that Sections l9lC and l9lD, which provide
for submission, publication, and execution of the agreements, would become redundant once
Section I 9 I A is repealed, since they are dependent on the existence of intergovernmental
agreements under that section. Further, the National Treasury submitted that Section l9lE,
which relates to withdrawal of funds, is unnecessary since Article 228 of the Constitution,
togerher with the Public Finance Management Act and the Controller of Budget Act, already
provides sufficient safeguards for authorization of withdrawals from the County Revenue
Fund.

32.Consequently, the National Treasury supported the repeal of Sections l9lA, l9lB, l9lC,
l9lD, and l9lE in their entirety, so that the management of conditional allocations can be

streamlined while eliminating duplication and enhancing efficiency within the existing public
finance manatement framework. Additionally, the Ministry indicated that the proposed
amendments will facilitate seamless implementation of conditional allocations, since they
remove redundant legal requirements while preserving existing accountability, oversight, and

coordination mechanisms between the national and county governments.

Committee Observation
The Committee noted the National Treasury's submission.

3.2.2 Commission on Revenue Allocation (CRA)

33.The Commission submitted that they are in support of the proposed amendments on the
basis that sections l9lA-E of the PFM Act create duplication in-

i. Requiring signing of intergovernmental atreements by the National Treasury yet the same

are also signed by line MDAs at the national level with the relevant county tovernments
in the form of County Participatory Agreements (CPAs) where necessary; and

ii. Public participation on the agreements yet the Public Finance Management Act
comprehensively outlines the budget process at both levels of Sovernment. Regarding

Repoft of the Deparfrnentzl Committee on Finance and National Planning on the Considerution
of The htblic Finance ll,[anagement (Arnendrnent) 8il1,2025 (National Assembly Bills No. I7 of
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Committee Observation

The Committee noted the submissions by the Commission on Revenue
Allocation.

3.2.3 Counci! of Governors (CoG)

35. The Council of Governors supported the Bill in its entirety and proposed that the Bill be
passed without any amendments.

36. They noted that county Sovernments, pursuant to Article I 89 of the Constitution, have been
signing lntergovernmental Participation/Partnersh ip Agreements (lPAs) with various National

Sovernment Ministries, Departments and Agencies (MDAs) for implementation of conditional
grants advanced to them. Therefore, the requirement for the lntergovernmental Agreements
for Transfer of the Conditional Agreements signed with the National Treasury under Section
l9lA (l)ofthe PFM Act is unnecessary and should be deleted.

37. They stated that MDAs are responsible for setting the conditions precedent and the day-to-
day monitoring of adherence to these conditions to the allocations as opposed to the National
Treasury as Section l9lA of the PFM Act suggests.

38.The lPAs are signed for the life of the projeca or the agreed grant implementation period
therefore any other A6reement would result to duplication of efforts leading to delays in
project implementation.

39. The lPAs are always preceded by signing a Financing Agreement by the National Treasury for
all Development Partner supported allocations. This therefore places the National Treasury
at a good view of the additional allocations going to counties for consolidated reporting
purposes and honouring international obligations.

40. Section l9 lA (3)-(7) of the PFM Act provide for approval by the County Assembly. However,
this is a duplication of the process since the County Assemblies approve all additional
allocations as contained in the County governments' Fiscal Strategy Papers and Budget
Estimates. They proposed deletion of these sections.

Repoft of the Depafimental bmmitte on Finance and National Planning on the Consideration
of The Public Finance tWnagement (Anendnent) BilI:2O25 (National Assembly Bills No. I7 of
2025) E

county governments, Part lV of the PFM Act outlines how the county budgetary process
is to be executed which process entails all sources of funding including any additional
allocations and conditional grants. Such budgetary processes entail public participalion
which is again a requirement under sections l9lA-E.

34. CRA stated that County Participatory Agreements (CPAs) under MDAs and the budget
framework provided for in the PFM Act are adequate in terms of formalizing agreements
between the two levels of government and also on the aspect of stakeholder engagement on
identification of projects and programmes for the county tovernments. There is therefore no
merit in instituting another parallel process for conditional grants under sections l9 lA-E of
the PFM Act.



4l . Further, they stated that there is no clarification on what happens if the County Assembly

rejects the agreement(s) under section l9lA (4) and (5). The Act does not address possibility

of reintroduction of the intergovernmental agreement(s) and the procedure or timelines to
be adhered to.

4Z.They stated that there is a lack of a logical sequence of the activities to be undertaken

regarding rhe atreemena. Specifically, Section l9lB provides for public participation to be

undertaken after the agreements have been approved by the County Assemblies and

forwarded ro the Controller of Budget under section l9lA (7). This negates the need for
meaningful and qualitative public participation for an agreement that has already been

approved by the County Assembly. ln this regard, they proposed the deletion of Section l9l B
ofthe PFM Act.

43. Additionally, CoG noted that Sections I 9 I C and I 9 I D on publication and publicization of the

agreements by various entities such as the County tovernments, the National Treasury and

the Senate, could lead to inconsistencies. These processes further introduce unnecessarily

lengthy procedures that are not aimed at improvinS efficiency and funds absorption.
Therefore, they proposed deletion of Sections l9lC and l9lD.

44.Lastly, CoG noted that Section l9lE requiring approval of the Controller of Budget is a

constitutional provision already being adhered to by County governments hence an

unnecessary introduction thus should be deleted.

45. The signing of the said lntergovernmental Agreements is not aligned with the Budget

Calendar/Cycle and will interfere with the budget making and execution process. This is

because the Agreements are to be signed after Parliament has passed the conditional

allocations through the annual County Governments Additional Allocations Acts.

Committee Observation

The Committee noted the submissions by the Council of County Governors.

3.2.4 Clause by CIause

Clause !

OfIice of the Controller of Budget (OCOB)

46. The stakeholder noted that the commencement left to the ministerial proclamation may

indefinitely delay the operationalisation of critical accountability safeguards. They proposed

fixing the commencement date in the Act itself rather than leaving it to ministerial discretion

and that a Gazette notification should be for information only, not as a condition precedent

to commencement.

Report of the lkparttnenbl bmmittee on Finance and National Planning on tlte Consideration
of The htblic Finance tWnagement (Arnendnent) Bill, 2025 (National Asrembly Bills No. 17 of
2025)
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Committee Observation

The Committee noted the stakeholder's proposal but was of a different view.
Clause I of the Bill does not provide that the Bill's commencement date would
be appointed vide a Gozette by the Cabinet Secretary, as alluded by the
stakeholder. lnstead, its commencement, pursuant to Article I l5(2) of the
Constitution, would be fourteen days after publication in the Gozette. Thus, the
stakeholder's concerns have already been addressed in the Bill.

Clause 2

Bowmans

47.fhe stakeholder proposed deletion of the proposal. They observed thatsecrion lglA is the
principal statutory mechanism that operationalises conditional allocations at implementation
stage, therefore its repeal would leave no express requirement for the parties to document
the terms of a conditional allocation before disbursement. Also, repealing of section lg lA
without replacement removes the only statutory basis for County Assembly oversight of the
conditions attached to allocations received by the County Government, which is inconsistent
with the constitutional role of county assemblies in financial oversight. Further, the
requirement to forward the approved agreement to the Controller of Budget supports the
Controller's oversight role under Article 228 of the Constiturion and should be rerained.

Committee Observation

The Committee noted the stakeholder's proposal but was of the view that the
repeal of the provision was proper since it sought to address duplication.
Ministries, Departments and Agencies (MDAs) and county governments execute
County Participatory Agreements (CPAs) for each conditional allocation thus the
provisions in the PFM Act are duplicative since CPAs serve the purpose of
intergovernmental agreements. Further, despite the repeat, the constitutional
and statutory safeguards and oversight mechanisms haye not been removed.

ocoB
48. The stakeholder observed that the term "duplication" is undefined, giving the National

Treasury the discretion to determine what constitutes duplication with no independent
verification mechanism. Additionally, the CoB's quarterly reports have consistently
documented double-counting of conditional grants and equitable share top-ups across
multiple county tovernments.

49. They proposed the following:
i. Defining "duplication" expressly in the amendment with sufficient legal precision.
ii. Require the National Treasury to obtain a Certificate of No-Duplication from the

Controller of Budget before disbursing any additional allocation under an
intergovernmental agreement.

E
Repoft of the Depafimental &mmittee on finance and National Planning on the Consideration
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iii. Empower the CoB to withhold certification where a proposed allocation duplicates

an existing transfer.
iv. Prescribe a recovery mechanism for any duplicate transfer already disbursed, to be

operationalised within a period specified by the CoB.

Committee Observation

The Committee noted the stakeholder's proposal and observed that the Bil!'s
memorandum of objects and reasons ought to have elaborated on the
,,duplication,, in the management of additiona! allocations through
intergovernmental agreements. This therefore posed interpretative challenges in
discerning the Bil!'s mischief. However, the Committee was persuaded that the
repeal of the provisions relating to intergovernmental agreements was ProPer
since it sought to address duplication. Ministries, DePartments and Agencies
(MDAs) and county governments execute county Participatory Agreements
(CPAs) for each conditional allocation thus the provisions in the PFM Act are
duplicative since CPAs serve the PurPose of intergovernmental agreements.
Therefore, the concerns addressed by the Bil! are on duplicotion ofprocesses and
not duplicotion in allocations which is the stakeholder's concern.

Clause 3

Bowmans
50. They proposed deletion of the proposal and that section l9lB be retained. They noted that

public participarion is a foundational constitutional value, a principle of public finance

manatement.

Committee Observation
The Committee agreed with the stakeholder that public participation is a core
requirement in our Processes that is underpinned in our Constitution and
statutes. However, the Committee was of a different view of retaining clause 3 of
the Bill for two reasons:

(a) The provision is intertwined with the previous clause (2) providing for the
repeal of section lglA of the PFM Act providing for intergovernmental
agreements; thus, the repeal of section l9lA has a conseguential effect on
clause 3;

(b) Public participation in the budgetary process is well anchored both in the
Constitution and the PFM Act. For instance, section !25(2) of the PFM Act
provides that, "The county Executive Committee member for finonce sholl ensure

thot there is public porticiPotion in the budget process". Further, section 35(2) of
PFM Act provides that, "The Cobinet Secretory sholl ensure Public pofticipotion
in the budget Process provided for under subsection (l)".
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ocoB
51. The CoB noted that compliance with existing quarterly reportint requirements under

Sections I 07 and I 66 of the PFM Act remains persistently low. The clause does not strengthen
enforcement for non-compliance. They proposed that non-compliance with
intergovernmental agreement reportint obligations should expressly empower the CoB to
withhold authorisation of subsequent disbursements to rhe defaulting counry. Also, there is

need to link reporting obligation to CoB's existing powers under Section 68(2)(l) of the PFM
Act as a meaningful compliance incentive.

Committee Observation

The Committee noted the stakeholder's proposal but was of the view that the
repeal of the provisions relating to intergovernmental agreements on additional
allocations did not intend to oust the Office of Controller of Budget from its
constitutional and statutory obligations. The repeal of the provisions sought to
streamline parallel processes. Ministries, Departments and Agencies (MDAs) and
county governments execute County Participatory Agreements (CPAs) for each
conditional allocation thus the provisions in the PFM Act are duplicative since
CPAs serve the purpose of intergovernmental agreements. Further, despite the
repeal, the constitutional and statutory roles of the OCOB in the budget process
remain intact.

Clauses4,5&6

Bowmans
52. They proposed amending the proposals rather than repealing. They observed that the

requirement in section l9lC to publish atreements in the Kenya Gazette serves an important
transparency function. lt ensures that the terms of conditional allocations are a matter of
public record. Additionally, it is consistent with the principles of openness and accountability
in Article 20 l(a) of the Constitution. Repealing of section l9l D would remove the Senate's
oversight role in relation to conditional allocation atreemen$ without replacement.

Committee Observation

The Committee noted the stakeholder's proposal but was of the view that the
main obiect of the Bill was to repeal the provisions relating to intergovernmental
agreements. Ministries, Departments and Agencies (MDAs) and county
governments execute County Participatory Agreements (CPAs) for each
conditional allocation thus the provisions in the PFM Act are duplicative since
CPAs serve the purpose of intergovernmental agreements. Further, despite the
repeal, the constitutional and statutory safeguards, including openness and
accountability in the budget process, remain intact.
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Clause 4

ocoB
53. The stakeholder noted that the savings clause does not expressly preserve the CoB's existing

powers under Article 228 of the Constitution and Section 68 of the PFM Act, thereby risking
unintended limitations on CoB oversight. They proposed inserting an express savings clause

confirming that nothing in the amendment limits the CoB's powers to investigate, report on,
or withhold authorisation in respect of any intergovernmental transfer. Also, they needed a

confirmation that the CoB's jurisdiction under Article 228(4) and Section 68 of the PFM Act
is unaffected.

Committee Observation

The Committee noted the stakeholder's proposal but was of the view that the
main object of the Bill was to repeal the provisions relating to intergovernmenta!
agreements. Ministries, Departments and Agencies (MDAs) and county
governments execute County Participatory Agreements (CPAs) for each
conditional allocation thus the provisions in the PFM Act are duplicative since
CPAs serve the purpose of intergovernmental agreements. Further, despite the
repeal, the constitutional and statutory safeguards, including the role of OCOB
in the budget process, remain intact.

Kenya lnstitute of Supplies Management

Clauses 2,3,4,5 and 6

54. Adopt deletion of Sections l9lA, l9lB, l9lC, l9l D and l9l E as they remove duplicative
approval processes relating to conditional and additional allocations to county Sovernments.
The existing requirement under Section l9l for an annual County Government Additional
Allocations Bill already provides a structured mechanism for approval of such funds. Retaining
parallel approval frameworks creates inefficiency and delays in implementation. The proposal
is further supported on the basis that the County Government Additional Allocations Bill is

prepared annually and is capable of accommodating conditional grants from the National
Government as well as donor-funded allocations. This consolidates approval processes into
a single framework and enhances administrative efficiency.

55. However, the Bill should be amended to refine Section l9l, so as to exclude donations and

funding from development partners from being sublected to the County Government
Additional Allocations Bill. Donor-funded projects are often time-bound and require timely
absorption. Subjecting them to annual legislative processes may result in delays, thereby
increasing the risk of withdrawal or reallocation of funds by development partners.
Accordingly, while the deletion of Sections l9lA-l9lE enhances efficiency by eliminating
duplication, an amendment to Section l9l is necessary to safeguard the timely utilisation of
donor funds and ensure that external financing is not constrained by procedural delays.
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Committee Observation
The Committee noted the stakeholder's submissions. The Committee further
observed that the Bill sought to address the concerns raised by the stakeholder
in regard to donations and funding from development partners.
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CHAPTER FOUR

4. COMMITTEE OBSERVATIONS

56. The Committee made the following observations:

Object of the Bill

(a) The Bill seeks to repeal sections l9lA, l9lB, l9lc, l9lD, l9lE of the PFM Act which
provide for intergovernmental aSreements between the national government and county
governments on conditional additional allocations. Ministries, Departments and Agencies

(MDAs) and county governments execute County Participatory Agreements (CPAs) for
each conditional allocation thus the provisions in the PFM Act are duplicative since CPAs

serve the purpose of intergovernmental agreements.

Constitutiona! and statutory safeguards

(b) Despite the repeal of the provisions relating to intergovernmental agreements in the PFM

Act, the constitutional and statutory safeguards and oversight mechanisms in the budget

process remain intact. Further, the role of the Controller of Budget as provided for in the

Constitution and the PFM Act in the budget process within which conditional additional

allocations will be considered remain intact.

Submissions supporting the Bill

(c) The National Treasury, the Commission on Revenue Allocation and the Council of
Governors fully supported the Bill underscoring the parallel process that sections l9lA,
l9lB, l9lC, l9lD, l9l E of the PFM Act occasioned, thus duplicating the County
Participatory Agreements (CPAs), thus creating bottlenecks and administrative challenges

in the management of conditional additional allocations.

Repoft of the Departrnental &mmittee on Finance and National Planning on the Consideration
of The Fllblic Finance Management (tunendnent) BiQ 2025 (National Asxmbly Bills No. 17 of
2025) E



a

CHAPTER FIYE

5. COMMITTEE RECOMMENDATION

57. The Committee, having considered the Public Finance Management (Amendment) (National
Assembly Bills No. 17 of 2025) recommends that the House approves the Bill without
a mend me nts
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M N F NP/2026/05 I: - PRELIMINARIES

The chairperson called the meeting to order at I 0.06 a.m. This was thereafter, followed
with a word of prayer and introductions.
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MIN No. NA/F&NP/20761052:-

The Agenda of the meetins was adopted having being proposed by Hon. Paul Kaluma,
CBS, MP and seconded by Hon. David Mwalika Mboni, MP as follows; -

l. Prayer
2. Adoption of the Agenda
3. lntroductions
4. Substantive agenda

Consideration and Adoption of the Report on the lncome Tax
(Amendment) Bill (National Assembly Bill No. 2O of 2026) and the
Public Finance Management (Amendment) Bill, 2025 (National
Assembly Bill No. l7 ot 2O25)

5. Any Other Business

6. Adjournment

MIN No. NA/F NP/2026 0s3 -REMARKS BY THE CHAIRPERSON

The chairperson welcomed the Members to the meeting and thanked them for availing
themselves for consideration of the report.

MIN No. NA/F&NP/20261054: - CONSIDERATION OF THE REPORT
ON THE INCOME TAX
AMEND E BILL AT NAL

ASSEMBLY BILL NO. 20 OF 2026)
AND THE PUBLIC FINANCE
MANAGEMENT AMENDMENT
BILL. 2025 (NATIONAL ASSEMBLY
BTLLS NO. I7 0F 2025)

The lncome Tax (Amendment) Bill (National Assembly Bill No. 20 Of 2026)

The Committee observed that;

i) the Bill seeks to amend the lncome Tax Act to provide for the exemption of capital
gains tax in the transfer of property by a company to its shareholders as part of an

internal reorganization, or on the transfer of property to the company by the
shareholders as consideration for the transfer.

i,) the proposed amendment introduces a new exemption under item 6 of the Eighth
Schedule to the lncome Tax Act to provide that transfers of property between a

company and its shareholders, as part of an internal reorganization, shall not be
subject to Capital Gains Tax, provided certain conditions are met. These

2
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conditions include that the property must be distributed in proportion ro the
shareholders' existing shareholding immediately before the transfer, and where
shares are involved, they must relate to a subsidiary of the company undertaking
the reorganization.

iii) the ma,jority of the stakeholders who either made oral submissions or submitted
memoranda expressed support for the Bill. The amendments proposed sought to
further clarify the intention of the amendments, provide necessary safeguards, or
expand its scope. The Committee noted the proposals but was of the view that
additional proposals could be addressed through a different Bill, preferably in a

Finance Bill or a tax Bill.

iv) the Bill needs to be amended to provide for the commencement date of the Act
on a date to be appointed by the Cabinet Secretary through a Gazette. This will
ensure that transitional mechanisms on the operationalization of the Act are
addressed.

The Public Finance Management (Amendment) Bill (National Assembly Bi!!s
No. !7 of 2025)

The Committee observed that;

11 the Bill seeks to repeal sections 19lA, l9lB, 19lC, 19lD, l9lE of the PFM Act which
provide for intergovernmental atreements between the national Sovernment and county
governments on conditional additional allocations. Ministries, Departments and Agencies
(MDAs) and county governments execute County Participatory Agreements (CPAs) for
each conditional allocation thus the provisions in the PFM Act are duplicative since CPAs
serve the purpose of intergovernmental agreements.

ri1 despite the repeal of the provisions relating to intergovernmental agreements in the PFM

Act, the constitutional and statutory safeguards and oversight mechanisms in the budget
process remain intact. Further, the role of the Controller of Budget as provided for in the
Constitution and the PFM Act in the budget process within which conditional additional
allocations will be considered remain intact.

iii) the National Treasury, the Commission on Revenue Allocation and the Council of
Governors fully supported the Bill underscoring the parallel process that sections l9 lA,
l9lB, l9lc, l9lD, l9l E of the PFM Act occasioned, thus duplicating the County
Participatory Agreemens (CPAs), thus creating bottlenecks and administrative challenges

in the management of conditional additional allocations.
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M lN No. NA/F&NP/2026/055:- ADOPTION OF THE REPO RT ON
THE INCOME TAX (AMENDMENT)
BILL NATIONAL S E B LL
NO. 20 OF 2026) AND THE PUBLIC
FINANCE MANAG EMENT

The report on The lncome Tax (amendment) Bill (National Assembly Bill No. 20 of 202.6)

and the Public Finance Management (Amendment) Bill, 2025 (National Assembly Bills No.
17 of 2025) were thereafter adopted having been proposed by Hon. Umul Ker Sheikh
Kassim, MP and seconded by Hon. Chiforomodo, Munga, MP.

There being no any other business, the meeting was adjourned at ten minutes past twelve
noon. The next meeting will be held on notice.

Signed.......
Hon. FCPA. Kuria Kimani, CBS, MP

Chairperson

Date
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NAIROBI

Mr. Ernest Muriu
Ernest & Martin Associates
Certifi ed Public Accountanrs
Haven Courg Block B, Rrn

Slip Road off Waiyaki Way
NAIROBI

Ms. Jilna Shah
Tax Director
RSM (Eastern Africa)
lst Floor, Pacis Centre, Slip Rd
Off Waiyaki Way
NAIROBI

Ms. Edna Gitachu
Partner
PricewaterhouseCoopers Limited
PWC Tower, Waiyaki Way/Chiromo Road
Westlands
NAIROBI

'l'clcphorre' +r5 l'20rtl.l.SOOO ext. 33OO

l'lllrail: !r-j;llrt:lritt'li:llrt, ttt .o I t'
s,rvrr'. narL ia tncrt t.{io.lit / th<.-na tion a l-asscrnbl)'



tMr. (FCPA) Philip Muema
Managing Partner
Andersen Consulting Kenya
7"' Floor, Rhapta Heighrs
Rhapta Rd, Westlands
NAIROB!

Mr. Michael Mburugu
Regional Tax Partner
PKF Taxation Services Ltd
Kalamu House, Grevillea Grove
Off Brookside Drive, Westlands
NAIROBI

Kenneth Matiba
Chief Executive Officer
Kenya lnstitute of Supply Managemenr
KISM TOWERS, l2th Floor, Ngong Road
NAIROBI

Dear

RE:

Ms. Diana Gichengo
Executive Director
The lnstitute for Social Accountability
Westlands Avenue, Wendy Court, Hse
No. I0, David Osieli Rd, Westlands
NAIROBI

Carole Kariul<i
Chief Executive Officer
KEPSA

7th Floor, South Tower, Two Rivers
NAIROBI

lO, 6.tooX.r
STAKEHOLDER ENGAGEMENT ON THE PUBLIC FINANCE
MANAGEMENT (AME NDMENT) BILL (NATIONAL ASSEMBLY BILL NO.
17 OF 2025) AND THE SOVEREIGN WEALTH FUND BILL (NATIONAL
ASSEMBLY BILL NO. 7 OF 2026 BY THE DEPARTMENTAL COMMITTEE
ON FINANCE AND NATIONAL PLANNING

The Departmental Committee on Finance and National Planning is established pursuant to
National Assembly Smnding Order 216 which mandates it inter olio, to study ond review all the
legislotion referred to it.

ThePublicFinanceManagement(Amendment)Bill (National AssemblyBill No. lTof 2025),and
the Sovereign Wealth Fund Bill (National Assembly Bill No. 7 of 2026) underwent the First
Reading pursuan[ to Standing Order 127(3) and were committed to the Departmental
Committee on Finance and National Planning for consideration and reportin6 bacl< to the House.
The principal oblects of the Bills are as follows:

The Public Finance Management (Amendment) Bill (National Assembly Bill
No. l7 of2025)
The Bill seelcs to amend the Public Finance Management Act, Cap. 4l2A in order to
prevenc duplication in management of additional allocations made to the county
governments through intergovernmental agreenrents.

2. The Sovereign Wealth Fund Bil! (National Assembly Bill No. 7 of 2026)
The Bill seel<s to establish the Sovereign Wealth Fund; to provide institutional
arrantements for the effective administration and efficient management of minerals and

petroleum revenues and monies from other sources allocated to the fund and for
connected PurPoses.

The Chief Executive Oflicer
Bajeti Hub
Kilimani Business Centre, Office 9,

Kirichwa Road
NAIROBI

Mr. Jeff Kiraguri
Legal and Tax Associate
Grant Thornton
5th Floor, Avocado Towers
Muthithi Rd

NAIROBI



Pursuant to the provisions of Article I l8( l) (b) of the Consriturion of Kenya and Standing Order
127 (3), the Committee hereby invites you for a meeting ro mal(e your submissions and
cornments on the said Bills. The meering will be held on Thursday, 23'd April, 2026 and
Fr'tday 24'h April, 2026 at a venue to be communicated in due course within Parliament
Buildings.

Copies of the Bills are available at the National Assembly Table Office, Main Parliament Buildings,
or on http:llwww.Porlioment.go.ke/the-notionor-ossemblylhouse-business/bills.

You are requested to prepare comprehensive submissions on any representarions you may have
on the Bills and email a soft copy to the cna@parliament.So.ke on or before the day of the
meetint.

The Committee's Liaison Officers for the meering are Mr. Benson Kamande Tel. No
0789459387 or email address benson.l<amande oarliamen!.so ke and Ms. Winfred
Kambua Kilonzo Tel. 0720571777 or email address winfred.kilonzo@parliamenr.go.l<e.

Yours

a-
,EREMtAH W. NDOMB|, MBS
FoT: CLERK OF THE NATIONAL ASSEMBLY
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24 April2026

The Notionol Assembly

Olfice of lhe Clerk. Firsl Floor

Moin Porlioment Buildings

Porlioment Rood

Noirobi, Kenyo

Emoil: cno(0porlioment.oo.ke ond finoncecommilteeno.dloorliomenl.go.ke

Deor Sirs

Bowmons - Submisslons on lhe Publlc Finonce Monogemenl (Amendment) Blll, 2025 (Notionol Assembly

Blll No. l7 ol2025)

l. lnlroductlon

l.l We refer to lhe Public Finonce Monogement (Amendment) Bill,2025 (Nolionol Assembly Bill No.

17 ot 2025) (the Bill), which wos gozetled on 24 April 2025 ond hos undergone lhe First Reoding

ond been commilted 1o lhe Deporlmentol Commiltee on Finonce ond Nolionol Plonning for

considerotion.

1.2 These submissions ore mode by ond on beholf of Bowmons (Coulson Horney LLP) (Bowmons).

1.3 Bowmons is o Pon-Africon low firm wilh nine (9) offices in six {6) Africon counlries ond over six

hundred ond fifty (650) speciolist lowyers lhot works for clients ocross numerous Africon

jurisdictions on corporote, finonce, competilion, toxotion, employmenl. lechnology, ond

dispule resolulion motlers.

2. Generol Commenls

2.1 The Bill proposes to repeol seciions l9l A lo l9l E of the Public Finonce Monogement Acl

Chopier 412A of lhe Lows of Kenyo (the PFM Acl), which collectively esloblish the

intergovernmenlol ogreemenls fromework for lhe tronsfer of conditionol ollocolions from the

nolionol government to counly governments.

2.2 While Bowmons oppreciotes the obiective of streomlining odminislrotive processes, we ore

concerned lhol the proposed wholesole repeol of sections I 9l A to 1 9 I E, without replocement,

would remove importont occountobilily, tronsporency, public porticipolion, ond oversighi

sofeguords thot ore embedded in lhe cunent fromework.

2.3 These sofeguords give proclicol effect to the constilulionol principles of public finonce

monogemenl under Arlicles 6(2), l0(2)(o), 96(l ), I l8(1 )(b), 196.201 , ond 228 of lhe Constilution

of Kenyo, 2010.



Confidlntial , I

2.4 Although the Bill does not omend ony tox or revenue legislolion, lhe monogement of

conditionol ollocotions to county governmenls hos direct ond significonl fiscol ond commerciol

implicolions.

Conditionol ollocotions finonce criticol infrostructure, heollh services, ond economic

development progromrn€s ot lhe county level. Businesses, including conslruction componies,

consullonls, ond supdiers lhot conlrocl with county governmenls, rely on lhe cerloinly,

lronsporency, ond occountobility of the conditionol ollocotion fromework when ossessing

controct risk ond structuring commerciol orongements.

2.6 We eloborote ln deloil below
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JustlflcotlonProposol

Clouse 2

(Repeol

of section

l9lA of

cop.

4t2A)

The Bill proposes to repeol section l9l A

of the PFM Acl, which wos inlroduced

by lhe County Governments Additionol

Allocotions Acl, 2022 ond requires the

Notionol Treosury to enler into o f ormol

wrillen ogreement with eoch county

governmenl for the tronsfer of ony

conditionol ollocotion.

The ogreement must sel oul lhe

condilions ottoched lo the ollocotion,

be submitted by the County Executive

Commillee member for linonce lo the

County Assembly for opprovol, ond be

forworded to lhe Controller of Budget

wilhin seven (7)doys ofter opprovol.

we propose thot Clouse 2 be

becouse:

deleted l. Seclion I ?1A glves effecl lo conslitullonol prlnclples of public

llnonce monogemenl

(o) section I 9l A is ihe principol stotulory

mechonism thol operolionolises

condilionol ollocolions ot

implementolion sloge, lherefore its

repeol would leove no express

requirement for the porties lo

document the terms of o conditionol

ollocotion before disbursemenl;

(b) repeol of section I 9lA without

replocement removes the only

slotutory bosis for County Assembly

oversight of the condilions ottoched to

ollocotions received by the County

Government, which is inconsistenl wilh

the constilutionol role of counly

ossemblies in finonciol oversight; ond

Seclion 19lA of the PFM Acl gives procticol effect to Articles 6(2).

187, ond 189 of lhe Conslitulion. which require lhe notionol ond

counly governments to conducl their mutuol relotions on the bosis of

consultotion ond cooperotion.

It olso gives effect lo Arlicle 201(o) of lhe Constilution, which requires

openness ond occouniobility in finonciol motters, by requiring lhe

terms of conditionol ollocotions to be ogreed in writing, opproved ot

the county level. ond submitted to on independenl oversighl body.

Conditionol ollocolions represent o significont componenl of county

revenues ond fund crilicol services ond infrostruclure. The PFM Act

does not otherwise conloin o mechonism requiring the terms of

conditionol ollocolions lo be formolly ogreed or independently

overseen.

A repeol of section l9lA withoul replocement would meon there is

no stotutory requirement for the conditions oltoched to ollocotions to

be documented in o binding ogreement, for County Assembly

No Clouse Descdpllon of lhe Clouse

2. Repeol wilhoul replocemenl removes occounlobility sofeguords



(c) the requirement 1o fonrrord the

opproved ogreement lo the Controller

of Budgel supports lhe Controller's

oversight role under Arlicle 228 of lhe

Constitulion ond should be reloined.

Confidentiat

oversight of lhose condilions, or for oversighl by the Controller of

Budget under A icle 228 of the Constitution. This would leove County

Governmenls exposed to unilolerol or undocumenled chonges to

the condilions on which lhey receive ollocotions.

3. Repeol would disrupl county fiscol plonning ond budgeling

County governments prepore medium-term budgets, development

plons, ond cosh flow projections under the PFM Act on lhe bosis of

cerlointy obout the lerms ond omounls of notionol government

honsfers. The intergovernmeniol ogreement under section I 9l A

provides lhe controcluol certointy lhot underpins this process. Without

il, counly governmenls moy foce uncerlointy obout disbursemenl

condilions, disrupting procurement processes ond deloying

development projects.

4. Commerciol impocl on lhe privole seclor

Privole sector entities lhoi controct with county governments for

projects funded by conditionol ollocotions rely on lhe

intergovernmentol ogreemenl fromework os evidence thot funding

hos been commilted ond ils condilions documenled. Commerciol

counterporties ond lenders require such documenlolion os port of

project due diligence ond finonciol slructuring. Repeol wilhoul

replocemenl would increose counlerporty risk ond the cost of

procuremenl for county governmenls.



2 Clouse 3

(Repeol

of section

l9lB of

cop.

4t2Al

Clouse 3 of the Bill proposes to repeol

Section l9l B which requires lhe County

Executive Committee Member lo

focililole public porlicipolion on ony

inlergovernmentol ogreement mode

under section l9lA.

We propose thot Clouse 3 be deleted ond

thol section l9l B be retoined. Public

porlicipolion is o foundotionol conslitutionol

volue, o principle of public finonce

monogemenl.

Confidentiat

Recommendotlon

The Committee should reloin section 1 91 A (or o consolidoled version

thereof) with the following core elemenls:

(o) the requirement for the Nolionol Treosury lo enter into

ogreemenls with county governments;

(b) County Assembly opprovol; ond

l. Seclion l9l B provides lhe stolulory onchor for public porlicipolion

on condilionol ollocolions

Section l9lB gives o specific stotutory bosis for public porticipotion in

relotion to condilionol ollocofion ogreemenls. This is imporlont

becouse the terms of those ogreements moy directly offecl project

design. implementotion timetobles, counterporl Iunding obligotions,

reporting burdens, ond the use of county resources which ore motters

in which residents of the offected counly hove o direct ond legi'limote

interesl.

Public porticipolion in counly finonciol mo'tters is o subslontive

constitutionol requirement under Articles 1 0(2) (o), 1 74(cl. 1 96( I ) (b),

ond 201(o) of lhe Conslitulion. The High Courl reoflirmed in Nyobulo

v Counfy Assembly of NoirobiCity County &2 others [2025] KEHC 8865

(KLR) thot public porticipotion musl be meoningful. effective, ond

(c) oversight by the Controller of Budget.



3 Clouses 4,

5ond6
(Repeol

of

sections

r 9tc,
l9l D ond

l9lE of

The Bill proposes to repeol sections

191C, l9lD, ond l9iE of the PFM Act,

which logether estoblish the

tronsporency, oversighl, ond

disbursement sofeguords lhot opply

once on intergovernmentol ogreement

hos been concluded under section

19lA.

Amend consolidote ond sireomline rother

ihon repeol.

Confidentiat

informed. Repeol of seclion I 9l B would remove the only specific

slotutory mechonism requiring public porticipotion on conditionol

ollocotion ogreements, wilh no replocement.

2. Public porlicipolion on conditionol ollocolions is dislincl from

generol budgel porlicipollon

The PFM Act contoins generol public porticipolion requirements ol

vorious stoges of lhe County Government budgel process under

seclions I 25 ond 137 of the PFM Acl. However, those provisions

oddress the preporolion of counly budgels ond fiscol slrolegy

popers, not the specific lerms ond conditions ottoched lo individuol

condilionol ollocotions imposed by the nolionol government. Section

I 9l B oddresses o distinct motter ond serves o distinct purpose.

Recommendolion

Section I9lB should be refoined.

l. Gozetlement ensure3 honsporency ond legol cerlolnty (seclion

'l9l c)

The requiremenl in seclion 19lC to publish ogreemenls in the Kenyo

Gozelte serves on importonl lronsporency function.

It ensures thof the terms of conditionol ollocotions ore o motler of

public record. This is consislent with the principles of openness ond

occounlobilily in Article 20I (o) of the Constitution.



cop.

412Al|

Section l 9I C requires the ogreement to

be signed by on outhorised officer ond

published in the Kenyo Gozette wilhin

seven (7) doys of execution.

Section I 9l D requires the Nolionol

Treosury to submit the ogreement to the

Senote ond the Controller of Budget

wilhin seven (7) doys, ond to publish

ond publicise oll ogreemenls.

Seclion l9lE requires lhot ony

requisition of funds from lhe Counly

Revenue Fund for o condilionol gront

be supported by on opproved

intergovernmentol ogreement.

Confidentiat

Removing lhis requirement would reduce tronsporency in the

monogemenf of public funds.

2. Senole overslghl is conslilulionolly lmportonl (sectlon I 9l D)

The Senote hos o specific conslitulionol mondote under Arlicle 96(l )

to represent ond prolect the interesf s of counties.

Conditionol ollocotions ore lronslers 1o Counly Governmenls from the

notionol shore of revenue, which direclly engoges lhot mondote. The

High Court conlirmed in Counci/ of Governors & 6 othe6 v Senole

[20]51 KEHC 6957 (KLR) thol the Senote is bound by the methods.

procedures, ond requirements of the PFM Act when exercislng ils

oversighl mondole in county finonce motiers.

Repeol of seclion l9lD would remove the Senote's oversight role in

relotion to conditionol ollocotion ogreements without replocement.

3. Ihe requiremenl lo supporl requlsltlons with opproved

ogreemenls prolecls county funds (sectlon I9l E)

Section l9l E is porliculorly imporlonl. ll links the requisition of f unds for

o conditionol gront direclly lo lhe existence of on opproved

intergovernmenlol ogreement, octing os o proclicol sofeguord

ogoinst disbursement or expendilure outside the ogreed f romework.

Withoul it, county funds could be requisitioned on terms lhot hove nol

been formolly ogreed, undermining lhe Conholler of Budgel's

oversight role under Arlicle 228 ot the Constitulion.

4. Potenllol impocl on commerclol conlyocls wllh county

governmenls
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COUNCIL OF GOVERNORS

\ iestlands Delta House 2
PO BOX 4C4C1-0Cr0:
Nairobi

3tVdki V/E v

Tel: (020) 240331 4, 240331 3
E-mail

Ref: CO6/8/SA Vol. t4 2rst April zo26

Mr. Samuel Nioroge
Clerk of the National Assembly
Main Parliament Buildings
NAIROBI

<TAKFHr)I FP FNT.A'FAAFNT rlN TIJE DI IR,I IT FINANTF ANA..EAIENT /A i/IFNN ATENT\ P I

(NATIONAL ASSEMBLY BILL NO 1- OF 2025 ) AND THE SOVEREIGN WEALTH FUND BILL

(NATIONAL ASSEMBLY BILL NO , OF 2026 ) BY THE DEPARTMENTAL COMMITTEE ON

FINANCE AND NATIONAL PISNNING

Greetings from the Council of Governors.

We acknowledge receipt of your letter referenced NA/DDC/F&NPizoz6/o65 dated t6th April
zoz6 inviting the Council to prepare a submission and appear before the Departmental

Committee on Finance and National Assembly on 22nd April zoz6 at 3.15p.m at a venue to be

communicated.

We wish to register our apologies on behalf of the CEO of COG who will not be able to attend

the committee meeting due to other pre-scheduled meeting outside of Nairobi. Mr. Kizito
Wangalwa, Director, has been appointed to represent the Chief Executive Officer in the
referenced meeting.

Further, kindly find attached our submission on the Public Finance Management
(Amendment) Bill (National Assembly Bill No. 17 Of 2o2i ) for consideration. We request for
more time to review and present our submissions on The Sovereign Wealth Fund Bill

(National Assembly Bill No. 7 Of zoz6)

Please accept the assurance of our highest esteem and consideration

Yours sincerely,

Mary Mwiti, EBS

Chief Executive Off icer

(

48 Governments, 1 Nation

Att: Mr. leremioh W. Ndombi, MBS
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LEGISLATIVE MEMORANDUM ON THE PUBLTC FTNANCE MANAGEMENT (AMENDMENT) BtLL (NATIONAL ASSEMBLy
BILL NO 1t OF 2025)

TO

THE FINANCE AND NATIONAL PLANNING COMMITTEE OF THE NATIONAL ASSEMBLY

FROM

THE COUNCIL OF GOVERNORS
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THE COUNCIL OF GOVERNORS,

ln recognition of the fact that sovereign power of the state is exercised at two levels of government, that is, the National

Covernment and the County Covernments, whose distinctness is recognized by Article 6 (z);

ln further recognition of the need to ensure that all legislation is cognizant of devolved governments; and

Aware of the need for coordinated action between the National and County Governments to ensure that legislation

properly respond to the key issues, and further reflects the spirit and purpose of devolution.

Having reviewed the public Finance Management (Amendment) Bill, (National Assembly Bill No.r7 of zoz5), the Council of

Covernors, on behalf of the 47 County Governments, submits the proposals highlighted herein below for consideration:

A. GENERALCOMMENTS
The Council of Governors appreciates the National Assembly's renewed collaboration in ensuring matters affecting

Counties and devolution are addressed. Specifically, to this Committee on ensuring that issues of finance and planning

are aligned to the devolved system of government as demonstrated through this invitation and the recognition f the

councii as a key stakeholder. The public Finance Management (Amendment) Bill, (National Assembly Bill No.r7 of zou 5)

is critical to the County governments as it seeks to enhance efficiency in the transfer and utilization of funds emanating

from various conditional grants. As you are aware, sections 19rA to tgtE of the Public Finance Management (PFM) Act,

CAp 412A, were introdu."a in the FY zoztlzz as a Consequential amendment to the County Governments Additional

Allocations Act (CCAAA). The Council governments have, in collaboration with the National Treasury, attempted to

implement the new Sections of the pFM Act unsuccessfully. Due to the implementation challen$es, application of the

sections has been Suspended by parliament for 5 consecutive FYs including the current one. The National Treasury also

established a multi-agency taskforce whose membership included the Parliamentary Budget Office to review these

sections and recommended that they be repealed. The same recommendation was also ratified by the National and

county governments coordinating Summit. The Council therefore appreciates the National Assembly's initiative to take

corrective action and repeal the said Sections.

2



B. SPECIFIC CONCERNS

The Council makes the following comments specific to the Public Finance Management (Amendment) Bill, (National
Assembly Bill No.t7 of zoz5):

t. The Council of Covernors supports the Bill in its entirety and requests that it is fast-tracked to avoid duplication in
the management of conditional allocations.

z. The Council therefore proposes that the Bill is passed by Parliament without amendments before the beginning of
the FY zoz6lz7.

3. The Council's proposals are informed by the following:
i. County governments, pursuant to Article t89 of the Constitution, have been signing lntergovernmental

Participation/Partnership Agreements (lPAs) with various National government Ministries, Departments and
Agencies (MDAs) for implementation of Conditional grants advanced to them. Therefore, the requirement
for the lntergovernmentalAgreements for Transfer of the Conditional Agreements signed with the National
Treasury under Section tgtA (t) of the PFM Act is unnecessary and should be deleted.

ii. The MDAs are responsible for setting the conditions precedent and the day-to-day monitoring of adherence
to these conditions to the allocations as opposed to the National Treasury as Section rgrA of the PFM Act
suggests. Section tgtA (z) of the PFM Act therefore is incorrect and should be deleted.

iii. The lPAs are signed f or the life of the proiects or the agreed grant implementation period theref ore any other
Agreement would result to duplication of efforts leading to delays in prolect implementation.

iv. The lPAs are always preceded by signing a Financing Agreement by the National Treasury for all Development
Partner supported allocations. This therefore places the National Treasury at a good view of the additional
allocations going to Counties for consolidated reporting purposes and honoring international obligations.

v. Subsections 191A (3-7) of the PFM Act provide for approval by the County Assembly. However, this is a
duplication of the process since the County Assemblies approve all additional allocations as contained in the
County governments' Fiscal Strategy Papers and Budget Estimates. These Sections should therefore be
deleted.

vi. Further, there is no clarification on what happens if the County Assembly rejects the agreement(s) (t9t A (4&
5). The Act does not address possibility of reintroduction of the intergovernmental agreement(s) and the
procedure or timelines to be adhered to.

3
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REPUBLIC OF KENYA
THE NATIONAL TREASURY

Telegrephic Address: 2292 I
FINANCE - NAIROBI
Fax No. 315779
Telephone: 2252299

Ref: TNT /268/019 /TY /10

SAMUEL NJOROGE, CBS

Clerk of the National .\ssemblv
Parliament Buildings
Nairobi

Dear 6le.'tLr

THE NATIONAL TREASURY
P.O. Box 30007 - 00100

NAIROBI
KENYA

22"d April,2026

Re STAI'tr- HC)LDF'.R F.NGAGEME C)NT BHEPII I,IC FINANCE
MANAGEMENT (AMENDMENT) BILL TNATIoNAL

BILL F 2025 HE
WEALTH FT]ND BILL ATIONAI AS EMBLY BILL No.7 C)F

Y THE TME
AND N IONAL P ING

Reference is made to letter No. NA/DDC/F&NP/20261065 dated l6th April,

2026 from the Clerk of the National Assembly with the above subject matter.

The Committee Departmental Committee on Finance and National Planning has

invited the Principal Secretary for The National Treasury to make a

comprehensive submission on the above Bills on Wednesday ,22nd April,2026.

However, I will not be able to attend the meeting as scheduled. The purpose of
this letter is to seek your indulgence to request you to inform the Honourable

Committee of this situation and to request you to allow his office to be

represented by Mr. Lawrence Kibet, Director General - Public Investment

& Portfolio Management and to also submit the National Treasury

presentation

Please c<>nsidcr

Hon. FCPA. John MbadiNg'ongo, EGH

MITTE AN E

a CAB INET SECRETARY

Yours



I

Submission by the National
Ti"easury on the Sovereign
Wealth Fund Bill, 2025, to the
Departmental Committee on
Finance and National
Planning, Wednesday 22nd

April 2026
Presentation by:

LAWRENCE KIBET, EBS

THE NATIONAL TREASURY
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PROPOSED REVEN UE STREAMS

: Proposed revenue sources for the Fund include:
i. the Government's share of profit derived from upstream

petroleum operations excluding the share of profit payable
under section 5B(2) and (3) of the Petroleum Act;

ii. all petroleum royalties payable to the C,overnment;

iii. all mining royalties payable to the national government
under section 183(5)(a) of the Mining Act;

iv. all bonus payments on grants or when production levels
or prices of petroleum operations reaches a defined level;
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COMMENTS ON THE PUBLIC FINANCE MANAGEMENT (AMENDMENT) ACT, zoz5

A: Introduction

The purpose of the Bill is to amend the Public Finance Management Act, in order to ensure that there shall be no

duplication in management of additional allocations through intergovernmental agreements.

B: Bill Analysis

The Bill amends the Public Finance Management Act by repealing sections tglA-E. These amendments were

introduced under Section 9 of the County Governments Additional Allocations Acl,2ozz. Sections rgrA-E which are

subject of repeal under this Bill require the National Treasury to enter into intergovernmental agreements with the

County Governments for transfer of conditional allocations. Further, the sections also entail other incidental matters

such as public participation at the county level.

The Commission is in support of the proposed amendments on the basis that sections rgrA-E of the PFM Act create

duplication in-

Requiring signing of intergovernmental agreements by the National Treasury yet the same are also signed by line

MDAs at the national level with the relevant county governments in the form of County Participatory Agreements

(CPAs) where necessary; and

Public participation on the agreements yet the Public Finance Management Act comprehensively outlines the budget

process at both levels of government. Regarding county governments, Part IV of the PFM Act outlines how the county

budgetary process is to be executed which process entails all sources of funding including any additional allocations

1l
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and conditional grants. Such budgetary processes entail public participation which is again a requirement under

sections 19il-E.

In essence therefore, County Participatory Agreements (CPAs) under MDAs and the budget framework provided for

in the PFM Act are adequate in terms of formalizing agreements between the two levels of government and also on the

aspect of stakeholder engagement on identification of projects and programmes for the county governments. There is

therefore no merit in instituting another parallel process for conditional grants under sections rgrA-E of the PFM Act.

The amendments are therefore merited.

2lPage



COMMENTS ON THE SOVEREIGN \IVEAL-TH FUND BILL, zoz6

A. Introduction

The Bill as per its long title seeks to establish the Sovereign Wealth Fund; to provide institutional arrangements for the
effective administration and efficient management of minerals revenues, petroleum revenues and monies from other
sources allocated to the Fund; and for connected purposes.

B. Clause by Clause Analysis
The following issues are noted on review of the Bill-

No. Clause Recommendation Justification for Change

1 Clause z

Interpretation

Under the definition of the word "resource
reu enue" add the rvord "nc fiona/" between
the phrase "means the" and the word
"Gouernment"

To specify the relevant level of
Government

2 Clause 6

Sources of funds to
the Fund

Clause 6 (a)-
(a) government's share of profit derivedfrom
upslream pelroleum operations excluding
share ofprofit payable under section 58(2) and
(3) of the Petoleum Ac4 2019;

Recommendation: Add the word
"trartotto.l" before the word
"gouerttmettt" qt the beginning of the
paragraph

For clarity

3lPage



.) Clause 8

Transfers from the
Holding Account

Clause 8
8 (l) Any deposits into the Holding Account
shall be transferred into the components ofthe
Fund in proportions specified by the Cabinet
Secretary in consultation with the Board al the
beginning of each financial year taking into
account conditions specified under section 5(2)
This provision-

i. Does not specify how much goes to
which component leaving it to the
CS in consultation with the Board's
discretion.

Recomrnendg.tion:
Stipulate a percentage for each component
in the paragraph. Subsequently, include a
provision for parliamentary approval for
the various percentages set.

I For instance, allocation to the three
components can be specified as:

3o% to the stabilisation component,
at least 40% to the infrastructure
component due to its capital-
intensive nature, and goo/o future
generations component.

Does not include parliamentary
approval step

lt

I For transparency and prudent use
of public resources

lt. To strengthen checks and balance
and for accountability

1lt. A higher percentage ofthe revenue
share should be provided to the
infrastructure component since the
infrastructure developed will be
for the benefit of future
generations.
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Recornrnend.o,tion:
Add requirement for parliamentary
approval.

5 Clause rr

Withdrawals from
the Stabilization
Component

Sub clause (a)(i) o:nd Z@)(i) req.d. q.s

follous-

7) Transfers to the Stabilisation Component
shall cease when the component grows lo ten
billion shillings or such ampunt as may be
prescribed by the Cabinet Secretary, and any
amount above that amount shall with the
approval of the Cabinet and the National
Assembly, be utilized to service the public debt

Reconunendctions;
i. Substitute the word "ampunt"

r+'ith hmount"
ii. Qualify the provision to clarify what

aspect of the public debt is being
serviced-whether interest or
principal or both interest and
principal.

iii. Add a requirement subjecting
withdrawals under the provision to
approval by the Controller of
Budget

i. To correct an editorial error

ll For clarity

lll. To enhance checks and balances
and align with Article zz8 of the
Constitution

6 Clause 14 Recommendqtion: Add a requirement
subiecting withdrawals under the

To enhance checks and balances and align
with Article zz8 of the Constitution
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Withdranal from
the Strategic
Infrastructure
Investment
Component

provision to approval by the Controller of
Bridget

7 Clause 15 This clause generally provides for the
object and purpose of the Future
Generations Component so as to build a
savings base for future generations.
Recontnend.ations:

i. This component should only be

accessed after a minimum duration
of twenty (zo) years of savings and
in phases.

ii. Since the Strategic Infrastructure
Investment Component is also
being used to set up strategic
infrastructure investment, which
also benefits the future generations,
the Future Generations Component
be targeted towards human capital
development initiatives such as free
education, innovation, e-labour,
health for future generations as this
will have a multiplier effect in
driving growth and development by
such future generations.

Because it is a future Fund and to enhance
accountability and grovvth of the Fund
proceeds for the advancement of future
generations.

6lPage
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ul Controller of Budget must approve
any withdrawals from this
Component.

B Clause r8

Depletion of
Resources

This clause provides under sub clause (t)
as follows-

(1) Where there is a significant
depletion of large and medium-
sized mineral operations and
petroleum resources.

Reconrrnendg,tion:
There must be a clear threshold set as to
what amounts to a "significant
depletion of minero/ o,nd petroleutn
resottrcest'as inferred in this provision.

This provision under t8(tXa) which reads-

"The cash balances held in the respectiue
components of the Fund shall cease to
exist..."

This contradicts with Clause tS (a) and (b)
that provide for the object and purpose of
the Future Generations Component as to
build a savings base for future generations
when the revenues from minerals and
petroleum are depleted.

For consistency and to avoid defeating the
objects of the Future Generations
Component

TlPage
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c

Recommendation:

Redraft to align the two provisions.

9 PART IV

Clauses 25-84

Composition of the
Board etc

G ener al Re c ornntend.atio n :

Align content to replace the board qs
proposed with the already existing CBK
board. Allincidentalmatters of the deleted
Boqrd e.g. functions to now uest with the
CBK board

S p e cifi c r e c otnfi tenda tions.'

In case the above general recommendation
on donating functions to the already
existing CBK Board does not suffice-

i. Under clause z8(fl prouiding for
four other independent persons
appointed by the Cabinet
Secretary, prouide for one of these

four to be a Council of Gouernors
representatiue.

ii. There ls also need for other
inclusiuitu parometers in the Board

I To reduce administrative
bureaucracy and additional costs.

u There is need for COG
representation as some of the
thematic areas catered for by the
Fund components fall under
county mandate.

ul To align with the Constitution
Articles 54, 56 etc.
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composition more specifi.callA
PWDsunder sub clause z8(z).

11. Clause 43

Qualifying
Instruments of the
Future Generations
Component

The rationale
investments is
+s(zxa).

for exemption of local
unclear under clause

Recomtnendg,tion:
Redraft to provide that not more than ro%
should be invested locally i.e. in the
Nairobi Securities Exchange and in bonds

There may be instances where local
investments may be more lucrative.

t2. Clause 6o

Transitional
Provisions

This clause provides as follows-

A) The Cabinet Secretary may appoint an
interim manager and staff to administer
the Fund pending the constitution of the
Boardunder section zB.

Recornrnendqtion:

Include the qualifications, powers and
terms of office of such an Interim Manager.

For clari['
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Office of the
Controller of Budget

REPUBLIC OF KENYA

Bima House, l2'h Floor
Harambee Avenue
P.O Box 35616-00100
Nairobi, Kenya

Tel: 020 22I 1068 /661s6lsr,0709910000
07 I 627 4922, 07 38 4667 2l
Website: wrvw.cob.go.ke

Ernail: cob@cob.go.ke/Info6cob.go.kc

r. INTRODUCTION

The Office of the Controller of Budget is established under Article 228 of the Constitution of Kenya

to oversee the implementation of the budgets of the National and County Governments by

authorising withdrawals from public funds under Articles 204, 206, and 207. Section 5(b) of the

Controller ofBudget Act,2016, provides that the Controller ofBudget shall ensure prudent and

efficient use of public funds by, among other functions, monitoring, evaluating, reporting, and

making recommendations to the National and County Governments on measures to improve

budget implementation.

The Office of the Controller of Budget submits this clause-by-clause analysis in response to the

invitation of the Departmental Committee on Finance and National Planning dated l6th April
2026.'fhe analysis addresses two Bills currently before the National Assembly: The Public Finance

Management (Amendment) Bill (NAB No. l7 of 2025) and the Sovereign Wealth Fund Bill (NAB

No. 7 of 2026). Both Bills carry significant irnplications for public finance accountability, the

constitutional mandate of the Cor.rtroller of Budget under Article 228 of the Constitution, and the

integrity of Kenya's public financial management framework.

The matrix below sets out, clause by clause, a summary of each provision, the CoB's observations

and concerns, and specific recommendations for the Committee's consideration. The CoB's

overarching positior.r is that both Bills, as currently drafted, require targeted amendments to align

with the constitutional frarnework for public finance management and to safeguard the

independence and effectiveness of oversight institutions. The recommendations are intended to

strengthen both Bills and to ensure that any new financial architecture established thereby operates

within, rather thar.r in parallel to, Kenya's existing constitutional and statutory accountability

frarnework.
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SECTION 1 - PUBLIC FINANCE MANAGEMENT (AMENDMENT) BILL (NATIONAL ASSEMBLY BILL NO. 17 OF 2025)

Clause l:

Short Title &
Commencement

Provides the short title ofthe
Amendment and its

commencement upon Gazette

notification.

Commencement left to the Ministerial

proclamation may indefinitely delay the

operationalisation of critical accountabiliry

safeguards.

l. Fix the commencement date in the Act
itself rather than leaving it to Ministerial
discretion.

2. Gazette notification should be for
information only, not as a condition
precedent to commencement.

3. Define "duplication" expressly in the

Amendment with sufficient legal

precision.

4. Require the National Treasury to obtain a

Certificate of No-Duplication from the

Controller of Budget before disbursing

any additional allocation under an

intergovernmental agreement.

5. Empower the CoB to withhold
certification where a proposed allocation
duplicates an existing transfer.

6. Prescribe a recovery mechanism for any
duplicate transfer already disbursed, to be

operationalised within a period specified

by the CoB

Clause 2:

Prevention of
Duplication in

County Allocations

The principal operative clause.

Amends the PFM Act to

prevent duplication in

additional allocations to county

governments through

intergovernmental agreements.

Introduces or modifies

reporting obligations of county

governments in respect to

"Duplication" is undefined, giving the National

Treasury the discretion to determine what

constitutes duplication - with no independent

verification mechanism. The CoB's quarterly

reports have consistently documented double-

counting of conditional grants and equitable

share top-ups across multiple county

governments.

Compliance with existing quarterly reporting

requirements under Sections I07 and 166 of the

PFM Act remains persistently low. The clause

Non-compliance with intergovernmental

agreement reporting obligations shguld

expressly empower the CoB to withfiold

2

Clause 3:
7
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Reporting

Obligations

Clause 4

Consequential

Amendments &

Savings

Addresses consequential

amendments and savings

provisions necessary to give

effect to the Amendment.

funds received under

intergovernmental agreements.

does not strengthen enforcement for non-

compliance.

authorisation of subsequent

disbursements to the defaulting county.

8. Link reporting obligation to CoB's

existing powers under Section 68(2)(0 of
the PFM Act as a meaningful compliance

incentive.

9. Insert an express savings clause

confirming that nothing in the

Amendment limits the CoB's powers to

investigate, rePort on, or withhold

authorisation in respect of any

intergovernmental transfer.

10. Confirm that the CoB's jurisdiction

under Article 228(4) and Section 68 ofthe

PFM Act is unaffected.

The savings clause does not expressly preserve

the CoB's existing powers under Article 228 of the

Constitution and Section 68 of the PFM Act,

thereby risking unintended limitations on CoB

oversight.

3
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Clause l:
Preliminary

Provisions

Clause 2:

Establishment of
the SWF

Clause 3:

Sources of
Funding

SECTION 2 - SOVEREIGN WEALTH FUND BrLL (NATTONAL ASSEMBLY BrLL NO. 7 OF 2026)

Defines key terms and sets out

the Fund's objects - the

management of mineral and

petroleum revenues for the

long-term benefit of Kenyans.

The interpretation clause does not classifu the

Fund as a public fund under Article 207 of the

Constitution, nor does it acknowledge the CoB's

jurisdiction under Article 228(a). This creates a

foundational accountability gap.

Formally establishes the Fund

as a body corporate with

perpetual succession, a

common seal, and the capacity

to sue and be sued.

Prescribes sources of revenue,

mineral revenues, petroleum

revenues, and other monies

allocated by the Nationai

Assembly.

The clause is silent on the Fund's relationship

with the Consolidated Fund and the CoB's

authorisation powers under Article 228(4). There

is a real riskthat the Fund will operate as a parallel

financiai architecture outside the national budget

framework, which is constitutionally

impermissible.

The clause does not specifr whether revenues

flow through the Consolidated Fund before being

credited to the SWF. Article 206(1) of the

Constitution requires all money raised by the

national government to be paid into the

tt.. )--. at..---:-t-. t^-- 
"'-.--- -- ---- -- -

a

1. Amend the interpretation clause to
expressly classifr the Fund as a public
fund under Art icle 207.

2. Confirm that the PFM Act applies in its
entirety to the Fund.

3. Expressly acknowledge the CoB's

oversight jurisdiction under Article
228(4) of the Constitution.

4. All revenues deposited into the Fund
must be expressly recognised as public
money subject to the Constitution and

the PFM Act.

5. Insert a provision that no withdrawal
shall be made from the Fund without the

prior written authorisation of the

Controlier of Budget.

6. Expressly prohibit the Fund from
operating independently of the national

budget framework

7 . All revenues must first be paid into the

Consolidated Fund and transferred to the

SWF by Parliamentary appropriation,

consistent with Article 206.

4
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Consolidated Fund unless expressly excluded by

an Act of Parliament.

8. Any statutory exclusion from the

Consolidated Fund requirement must be

expressly and constitutionally justified in

the Bill.

Clause 4:

Governance &

Management (The

Board)

Establishes the Board

responsible for the Fund's

governance and strategic

direction, setting out its

composition, qualifications,

and terms

Sets out permissible investment

classes, risk management

principles, and return

objectives of the Fund.

No provision for independent oversight

representation at the Board level. The Board is

not expressly accountable to Parliament through

the CoB's reporting framework The

appointment process lacks adequate safeguards

against executive capture.

The mandate grants broad discretion to the

Board and the Cabinet Secretary. Mineral and

petroleum revenues are finite and non-renewable

- poor investment decisions are irreversible. No

measurable benchmarks or external review

mechanism is prescribed.

9. Designate a non-voting CoB observer at

all Board meetings.

10. Require the Board to account to

Parliament through the CoB's budget

implementation reports under Article

228(6).

11. All Board appointments must be subject

to a competitive, transparent Process with

Parliamentary approval.

12. A statutory Investment Policy Statement

must be approved by Parliament and

reviewed every three years.

13. Performance benchmarked against

measurable, publicly disclosed targets.

14. The CoB must have access to all

investment reports, performance audits,

and quarterly returns.

15. Establish an independent Investment

Advisory Committee to review mandate

compliance and report to Parliament.

Clause 5:

Investment

Mandate

5
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Governs the conditions and

authority for withdrawals from

the Fund.

Provides for reporting

obligations of the Board,

including preparation and

submission of financial

statements and annual reports.

CRITICAL: As currently drafted, the clause risks

vesting withdrawal authority in the Cabinet

Secretary without adequate constitutional checks.

This is the most significant accountability gap in

the entire Bill.

The reporting clause does not integrate the Fund

into the CoB's budget implementation reporting

framework under Article 228(6) or link the audit

to the Auditor-General's mandate under Article

229.

a

16. No withdrawal shall be made except

under a prior Parliamentary
appropriation - consistent with Articles
206 and 228(4).

17 . Every withdrawal must be expressly

authorised in writing by the Controller of
Budget before it is effected.

18. A statutory withdrawal rule must cap

annual withdrawals as a percentage of the

Fund's value to protect long-term
sustainability.

19. Withdrawals in excess of the prescribed

limit shall be nuII and void, with personal

civil and criminal Iiability attaching to the

authorising officer.

20. The Board must submit quarterly
financiai and investment performance
statements to the CoB within 45 days of
the close of each quarter.

2I. Annual accounts must be audited by the

Auditor-General under Article 229 and

the Public Audit Act, 2015.

22. Annual reports must be tabled in both
Houses of Parliament within three
months of the financial year end.

23. The Fund's financial data must be

)

Clause 6:

Withdrawals from

the Fund

Clause 7:

Reporting & Audit

O., J-^1 a\-.---:-l-. :f--'r'------- ------ -

incorporated into the CoB's
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Clause 8:

Miscellaneous &

Transitional

Addresses regulations,

transitional arrangements, and

commencement of the Act.

a

monthly budget implementation reports

to Parliament under Article 228(6).

24. Insert an express savings clause

preserving the fuil application of the PFM

Act, the Public Audit Act 2015, and

Article 228 of the Constitution to all Fund

operations.

25. Regulations made under this Act must be

subject to affirmative Parliamentary

resolution.

26. Commencement of all substantive

provisions must be by a fixed date set in

the Act, not by Ministerial proclama tion.

2. CONSOLIDATED RECOMMENDATIONS

REC.l

REC.2

Define "duplication" expressly in the Amendment with sufficient legal clarity and precision.

A Certificate of No-Duplication issued by the Controller of Budget must be a mandatory condition precedent

to the disbursement of any additional allocation to county governments under intergovernmental agreements.

7

Savings provisions do not exPressly preserve the

application of the PFM Act, Public Audit Act, and

the CoB's Article 228 powers. Regulations are

subject on.ly to negative resolution, which is

insufficient Parliamentary oversight for a Fund of

this magnitude.

Budget Oversight for Transp arency
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The CoB must be expressly empowered to withhold certification where duplication is established, and to direct
recovery of duplicate transfers already disbursed.

Non-compliance with reporting obligations under intergovernmental agreements must be linked to
suspension of subsequent disbursements, consistent with Section 68(2X0 of the PFM Act.

Commencement must be by a fixed date in the Act and not left to Ministerial discretion

The consequential provisions must expressly confirm that the CoB's powers under Article 228 of the
Constitution and Section 68 of the PFM Act are unaffected by the Amendment.

The Fund must be expressiy classified as a public fund under Article 207 of the Constitution, subject to the
PFM Act and the CoB's jurisdiction under Article 228(4).

re

\
,:}

REC.3

REC.4

REC.5

REC.6

REC.I

REC.2

REC.3

REC.4

AII revenues must pass through the Consolidated Fund and be subject to Parliamentary appropriation befo
transfer to the SWF, consistent with Article 206.

No withdrawal shall be made from the Fund without a prior Parliamentary appropriation and the written
authorisation ofthe Controller of Budget.

The Cabinet Secretary's discretionary powers must be expressly limited; all material decisions must be made

by the Board subject to independent CoB oversight.

8
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REC.5
A statutory Investment Poliry Statement must be approved by Parliament every three years, benchmarked

against publicly disclosed performance targets

REC.6
The Board must submit quarterly financial and investment performance reports to the CoB within 45 days of

the close ofeach quarter.

Annual accounts must be audited by the Auditor-General under Article 229 and the Public Audit Act, 2015,

with reports tabled in Parliament within three months of the year-end.

The CoB's four-monthly budget implementation reports must expressly incorporate the Fund's revenues,

expenditures, and investment returns.

A non-voting CoB observer must be designated at all meetings of the Fund's Board

Regulations made under the Act must be subject to affirmative Parliamentary resolution; commencement of

substantive provisions must be by a fixed date.

An express savings ciause must confirm the application of the PFM Act, the Public Audit Act, 2015, and Article

228 ofthe Constitution to all Fund operations.

REC.7

REC.8

REC.9

REC.lO

REC.T1

FCPA Dr Margaret Nyakang'o, CBS

CONTROLLER OF BUDGET
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