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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 Pensions (Amendment) Bill (National

Assembly Bills No. 25 of ZO24). The Bill was published in the Kenya Gozette Supplement

No. 88 on l2'h April, 2024 and read a first time on 5'h June, 2024. The Bill was committed

ro the Committee for considerarion and tabling of the rePort to the House Pursuant to
Standing Order ,27.

The principal object of the Bill is to amend the Pensions Act, CaP. 189, to include the

auromaric cost of living adjustment to the pensions earned by all retired public servants.

ln addition, the Bill seeks to provide for the use of the most current salary applicable to
a job group as the basis for the calculation of the pensions payable to public servants who

have retired in that job Eroup or its equivalent.

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 princ media on l2'h June
2024, 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&NP/2025/022 dated l4'h March 2025 invited key stakeholders to submit

views on the Bill and attend a public participation forum on Wednesday, 26'h March 2025.

The memoranda were ro be received on or before 2 d 
lrl'/ 2024 at 5.00 pm (East African

Time). The Committee received three memoranda.

The Committee observed that, although the Bill ProPoses to amend the
Pension Act, Cap 189, there is an existing Pensions (lncrease) Act, Cap. 190

that provides a legal framework for pension increases. Further, it noted that
implementing the proposals in the Bill would substantially strain the
Exchequer within Kenya's tight fiscal space. Finally, the Committee also
observed that the Bill is discriminatory and is in breach of Article 27 of the
Constitution since it provides for different treatment of two tiers of retirees.

On behalf of the Departmental Committee on Finance and National Planning and Pursuant
to the provisions of Standing Order 199(6), it is my singular honour to Present to this

House the Report of the Committee on iu consideration of the Pensions (Amendment)

Bill (National Assembly Bills No. 25 ot 2024).

The Committee is grateful to the Offices 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 Commlttee Secremriat, who made invaluable contributions towards
preparing and producing this report.

Rcport of thc Departsnental committee on Finance and Natiorul Platlnht on thc Considcratist
of Tlre Pensions (lmenament) Bill,2024 (National Assembly Bills No. 25 of 2024)



It is my pleasure to report that the Committee has considered the Pensions (Amendment)
Bill (National Assembly Bills No. 25 of 2024) and wish to report to this August House
with the recommendations that the House reiects the Bill in its entirety as proposed in
the Schedule of Amendments.

Hon. CPA. Kuria Kimani, CBS, M.F.
Chairper.son, Departrnental Commlttee on Finance and Nationat Planning

f4ut of trc naputrcolrl Cmndfbo c &trrrc md Nr$md f,mdag o ftc Coddaillm
of ltc tudonr (Atcafut) Blll,2024 O{ldorul Arrcaolily r{tlr p6.28 d 2OZ,*) E



CHAPTER ONE
I.O 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 2l 6 (5) is as follows:

o) To investigate, inquire into, ond report on oll mafiers reloting to the mondole,

monogement, octivities, administrolion, operotions ond estlmotes of the ossrgned

ministries ond deportments;
b) To study the progromme ond policy objectr'ves of ministries ond deponments

ond the effeaiveness of the implementation;
c) To, on o quonerly bosis, monilor and report on the implementotion of the no onol

budget in respect oFits mondote;

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

deportments os meosured by the results obtoined os compored with their stated

objectives;

f) To investigate ond inguire into oll matters reloting to the ossigned minrstries ond

deportmen* os they moy deem necessory ond os moy be referred to them by

the House;
g) To vet and report on oll oppointments where the Consiltution or ony low requires

the Notionol Assembly to opprove, except those under Stonding Order 204
(Comminee on Appointments) ;

h) To exomine treoties, ogreements ond conventions;

i) To moke reports ond recommendotions to the House os oft.en os possible,

including recomm endotions of proposed legislotion;
j) To consider reports of Commissions ond lndependent Offces submitted to the

House pursuont to the provisions of Article 254 of the Constitution: ond

k) To exomine ony questions roised by Members 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.

Report of the Depa:inrcntal CommitEo on finance and National Harming on thc Consi&ratiolr
of The Penrions 6mcnamen0 8i11,2O24 (National Arscmbly BiJlsNo.25 of 2OZl) E



c) State Department of Public lnvestment & Asset Management

d) The Commission on Revenue Allocation (CRA)
e) Office of the Controller of Budget

fqort of ttc pcfrrml Cmidsoo 6 tllrlnc rad Nrdmd Urrtdgg o fro Cmddct&r
of mo rordmr (Amdncar) W2A21 NdoU euoonbly SIk No. 25 d 2o2a)



!.2 COMMITTEE MEMBERSHIP
4. 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. CPA Kuria Kimani, CBS, MP

Molo Constituency
UDA Party

Vice-Chairperson
Hon. (Amb.) CPA Langat Benlamin Kipkirui, CBS, MP

Ainamoi Constituency
UDA Partv

Members
Hon. Peter Kaluma, CBS, MP

Homa Bay Town Constituency
ODM Parw

Hon. CPA Oyula, Joseph H. Maero, MP

Butula Constituency
ODM Party

Hon. Mboni, David Mwalika, MP

Kitui Rural Constituency
WDM Party

Hon. Okuome Adipo Andrew, MP

Karachuonyo Constituency
ODM Partv

Hon. Hon Mangale Chiforomodo, MP

Lunga Lunga Constituency
UDM ParW

Hon. CPA Rutto Julius Kipletting, MP

Kesses Constituency
UDA Partv

Hon. Sunkuyia, R. George, MP

Kajiado West Constituency
UDA Partv

Hon. Betty Maina, MP

Murang'a County
UDA Party

Hon. Sheikh Umul Kassim, MP

Mandera County
UDM Partv

Hon. (Dr.) Shadrack Mwiti, MP

South lmenti Constituency
lubilee Party

Hon. (Dr.) Ariko John, MP

Turkana South Constituency
ODM Partv

Hon. Machele M. Soud, MP

Mvita Constituency
ODM Party

Hon. Paul Biego, MP

Chesumei Constituency
UDA Partv

Rcport of thc Departncntsl Committec on t'inance and Natiomal Ptannfuig on the Comsi&ratiol
of Ilrc Penrions (lmendmenO Btll, 2024 (Natioral Asrmbly Bilk No. 2 5 of 2024) E



I.3 COMMITTEE SECRETARIAT
5. The following staff facilitates the Committee:

Ms. Jennifer Ndeto
Deputy Director Legal Services

Mr. Salem Lorot
Legal Counsel I

Mr. George Ndenjeshe
Fiscal Analyst lll

Mr. Andrew Jumanne Shangarai
Principal Serjeant-At-Arms

Mr. Benson Muthuri
Assistant Serjeant-At-Arms

Mr. Mwangi Muchiri
Audio Ofiicer Ill

Mr. Beniamin Magut
Prlncipal Clerk Assistant ll /Head of Secretariat

Mr. Benson Kamande
Clerk Assistant lll

Ms. Winfred Kambua
Clerk Assistant lll

Mr. James Macharia
Media Relations Ofiicer I

Ms. Joyce Wachera
Hansard Reporter ll

Ms. Nelly W. Ondieki
Research Officer lll

Mr. Allan Ngugi
Committee Intern

fcport of thc ncpartmcntrt Cormittrc on Einarrcc and Netioaal Hannirg on tla Conridcratiot
of Ilrc huionr 0frncnducnO Bfr. 2021 Ofrfronal lrsmbly Bilb No. 25 of 202'l)



CHAPTER T}vO
2.0 OVERVTEW OF THE PENSIONS (AMENDMENT) BILL, 7024

(NATTONAL ASSEMBLY BILLS NO. 25 OF 2024)

2. I Background
6. The Pensions (Amendment) Bill, 2024 (National Assembly Bills No. 25 of 2024),

sponsored by the Honourable Tandaza Sawa, MP, was published on l2'h April 2024. k
was read for a first time on 5'h June, 2024 and was then committed to the Committee
for consideration and tabling of report.

2.2 Summary of Legal Provisions
7. The principal object of the Bill is to amend the Pensions Act, Cap. 189, to include an

automatic cost-of-living adjustment to the Pensions earned by all retired public

servants. ln addition, the Bill seeks to provide for the use of the most current salary

applicable to a job group as the basis for the calculation of the pensions payable to
public servants who have retired in that job group or its equivalent.

8. Clause 2 of rhe Bill seeks to amend section 3 of the Pensions Act to insert the following
new subsections-

( I A) An officer who hos been in seryice of the government sholl be entitled to on outomatic

cost of living odjustment increose to the pension, grotuities or other ollowonces tssued

under the Aq where the rote of inflotion is high enough to substontiote o cost of living

odjustment increose.

( I B) The outomotic cost of living odjustment under subsection ( I A) sholl be colculoted

bosed on on increose in the consumer price index within o period of twelve months ending

on the 30k of lune in eoch finonciol yeor.

(lC) The Consumer price index sholl be determined by the Kenyo Notionol Bureou of
Stotistics estoblished under the Stotistrcs Act

(lD) The Cobinet Secretory sholl couse to be published such information relotlng to
outomotic cost of living odjustment in the Gozette.

( I E) The provisions of this sectron sholl opply to on oficer who hos been in service of the
goyernment who retires ofter the commencement of this sectron.

(lF) ln this sectron-

"Consumer Price lndex" meons on index number thot meosures o chonge in the prices of
goods ond services purchosed or otherwise ocquired by households ond which ore used

direaly or indirealy by o household to sotisfr their own needs ond wonts;

"Cost of living" meons on omount of money needed to cover bosic expenses including

housing, food, heolth core, clothing and educotion;

Repo,rt of the Deparrxnental Committcc on tinancc and National f,anning on the Coruideration
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"Cost of living odjustment" meons o chonge in income or benefiu thot correspond with

the current rote ofcost of living.

9. Clause 2 of the Bill also seeks to amend section 3 of the Pensions Act to provide that
the most current salary applicable to a job group shall be the basis for computation of
the pensions payable to an officer who has been in service of the government who
rerired in that lob group or its equivalent. lt deletes subsection (5) and substitutes with
a new subsection providing as follows;-

"(5) Subjea to the provisions of ony other wtitten low, the most current solory

opplicoble to o job group sholl be the bosis for computotion of the pensions poyoble

to on offtcer who hos been in service of the government who retired in thot iob
group or iu equivolent"

10. Section 3(5) of the Pensions Act provides as follows; -

3. (5) Any pension or grotuity gronted under this Aa sholl be computed in
occordonce with subsectrons (l), (2) ond (3) of sedion I l2 of the Constitution.

I l. Section I l2( l), (2), (3) of the repealed Constitution provided as follows; -

I I 2. ( I ) The low to be applied with respect to pensions benef;ts thot were gronted to o
person before l2th December, 1963 sholl be the low thot wos in force ot the dote on

which those benefits were gronted or ony low in force ot o loter dote thot is not less

fovouroble to thot person.

(2) The low to be opplied with respect to pensions benef;ts (not being benef;ts to which

subsection (l) opplies) sholl-

(o) in so for as those benefits arewholly in respect ofo period of service os o public offrcer

thot commenced before 126 December, 1963, be the low thot wos in force on llk
December, 1963; ond

(b) in so for os those benefits ore wholly or ponly in respea of o period of sewice os o

public offrcer thot commenced ofter I lth December, 1963, be the low in force on the

date on which thot period ofservrce commenced, or ony law in force ot o loter dote thol
is not less fovouroble to thot person.

(3) Where o person is entit,ed to exercise on option os to which of two or more lows sholl

opply in this cose, the low for which he opts sholl, for the purposes of this section, be

deemed to be more favouroble to him thon the other low or laws.

ncport of thc Oc.partrrcntal Committcc on Finance and National Eanniag on the Considcration
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CHAPTER THREE

3.0 PUBLIC PARTICIPATION AND STAKEHOLDER ENGAGEMENT ON
THE BILL

3.I LEGAL FRAMEWORK ON PUBLIC PARTICIPATION

12. Article I l8 ( lXb) of the Constitution provides that:

"Porlioment sholl focititate public porticipotion ond involvement in the legislotive ond other

business of Parlioment ond its Committees."

I 3. The National Assembly Standing Order 127 (3) and (3A) stiPulates that:

"(3) The Deportmentol Committee to which a Bill is committed sholl focilitote public
potl.iciPation on the Bill through on appropriote mechonism including-

(o) inviting submission of memoronda;
(b) holding public heorings;
(c) consulting relevont stokeholders in a sector; ond
(d) consuhing experts on technicol subjects.

(3A) The Deportmentol Committee sholl toke into occount the views ond

recommendotions of the public under porogroph (3) in its repoft to the House. "

3.2 MEMORANDA RECEIVED ON THE BILL

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

an advertisement in the print media on l2m June 2024, inviting the public to submit
memoranda on the Bill. Further, the Clerk of the National Assembly, vide letter Ref.

No. NA/DDC/F&NP/2025/022, dated 2lst March 2025, invited key stakeholders to
submit their views on the Bill and attend a public participation forum on Wednesday,

26th March 2025, respectively.

15. The Committee received three memoranda from the following stakeholders: The

National Treasury, the Salaries and Remuneration Commission and the Office of the
Attorney General.

16. The memoranda are annexed to this report as Annexure 7.

GENERAL SUBMISSIONS

3.2. I THE NATIONAL TREI\SURY
The Director of Pensions in the National Treasury appeared before the Committee and

submitted as follows:

17. The National Treasury nored that these proposals are commendable in their intent to
enhance retirees' welfare. However, careful consideration is necessary to ensure

sustainability, equity, and alignment with ongoing reforms in the pensions sector.

Rcport of thc De?artrnentsl committEc on financ€ and National Ptaming on the. coltsidcration
of 

-flIlre 
Pcnsions 6mendmen0 Rill, 2024 (National Arsembly Bills No. 2 5 of 2024) E



18. The pensions scheme under consideration is a defined benefit arrangement governed
by the Pensions Act, Cap 189. This arrangement provides for predetermined
benefits based on an employee's salary and years of service, funded directly by the
Exchequer. This scheme is different from a Contributory arrangement where both
employee and employer contribute to a pension fund, under the Defined Benefit, the
government assumes responsibility for the payment of pensions, which are funded
directly from the Consolidated Fund. Therefore, the current framework is designed

to provide long-term security for retirees but must also ensure financial susminability
for the Government of Kenya.

19. The National Treasury noted that introducing automatic COLA and salary-based
pension computation would have significant fiscal implications, particularly given the
rising number of pensioners and increasing life expectancy. Therefore, they stated that
an actuarial valuation should inform these changes to assess the long-term financial

sustainability of such adjustments. The Pensions Department is currently conducting
an actuarial study/valuation of the public service pension scheme, which will
provide a data-driven foundation for decisions affecting the scheme, including any
adjustments to pension benefits such as COLA.

20. Additionally, the National Treasury noted that the pensions review is currently
facilitated through the Pensions lncrease Act. The Pensions lncrease Act (Cap.
190) provides a structured framework for adjusting pensions for retired public
servants. The Act mandates that beginning on l" July 2005 and subsequently every
two years on the same date, all specified pensions, along with any previously granted
increases, shall be adjusted with a three percent increment based on the pension
amount in effect at the time of the adjustment, subject to the provisions of the Act.

21. Therefore, duplicating provisions already addressed under the Pensions lncrease Act,
the proposed amendmenc may create redundancy or potential conflicts between
statutes. lnstead, the National Treasury suggested that the existing mechanism under
Cap. 190 should be strengthened and guided by data from regular actuarial valuations.

22. The National Treasury stated that automatic adjustments could introduce significant
financial strain on the Exchequer, particularly during periods of high inflation. This may

destabilize budgetary planning and compromise the ability to fund other critical public
services. Globally, countries with DB schemes such as Canada, the UK, and the US,

incorporate discretionary rather than automatic adjustments, considering fiscal

sustainability. Kenya could adopt a similar approach, guided by periodic actuarial advice
and the same actualized through the Pensions lncrease Act.

23. Further, Article 20 I of the Constitution of Kenya emphasizes the prudent and

responsible use of public funds. ln alignment with this principle, it is important to
ensure that adjustments are sustainable and equitable across generations.

Report of the Departnental Crlunittee on Financc and National f,arming on the Considcration
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24. Additionally, revising pensions based on the most current salary applicable to a iob
group raises significant concerns that could introduce disparities among retirees who

served in similar capacities but retired at different times, create adminisrative

challenges, increase litigation risks, and lead to an unsustainable escalation of pension

liabilities.

25. The National Treasury noted an ongoing actuarial valuation study, which is expected

to provide evidence-based recommendacions to guide decisions on coLA and pension

recalibrations. This study will ensure that any adjustments are financially sustainable

and do not compromise the scheme's long-term stability. ln addition, the National

Treasury proposed retaining the Pensions (lncrease) AcC Cap 190, as the primary

framework for pension adiustments, with amendments proposed where necessary to
enhance its effectiveness rather than introducing parallel mechanisms of automatic

adjuscments.

26. Further, they proposed introducing a provision for periodic stakeholder consultations

and actuarial reviews before any adiustments are made to Pension benefits. This

ensures alignment with constitutional principles of equity, fiscal responsibility' and

transParency.

27. Lastly, they proposed considering COLA and salary-based pension comPutation as Part
of broader reforms under the legal review Process undertaken by the National

Treasury, as this will ensure coherence and sustainability.

3.2.2 SALARIES AND REMUNERATION COMMISSION (SRC)
The Salaries and Remuneration Commission (SRC) appeared before the Committee and

submitted as follows.

29. The Commission is cognizant of the prevailing disparities in pension payments for
current, retired omcers covered by the Pensions Act Cap 189.

29. They noted that to address the challenges and disparities, the Commission undertook
a study on pension payment in FY 2013/20 14, which culminated in three key

recommendations as follows:

i. A discretionary one-off pension increase for retirees for the period 199 I to
2005. Based on the review of the levels of pensions payable to existing public

service pensioners, the Commission noted the need for a pension review for
pensioners who retired between l99l and 2005 and recommended a special

one-off discretionary pension increase co comPensate them for the sugnation
of their Pension. The one-off pension increase was to be on the following basis:

to increase the pension in Payment in line with inflation for the period between
l99l and 2005 but subiect to a maximum annual increment of 3% with a

minimum moneary increase of Kshs. 1,000 per month (Kshs. 12'000 per
annum).

Bcpo,rt of the Dceaftncntal Commitlec on Finance and National Plsnnint on the Consideration
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ii. Amendment of the Pension lncrease Act Cap 190 to provide for a triennial
review of pensions in payment over and above the existing biennial one. The
Commission noted that the limited indexation of pensions provided for in the
Pension lncrease Act (of 37" every two years) does impact the purchasing
power of the future pensions of current and future pensioners when inflation
is higher than the increases provided. Accordingly, the Commission
recommended an amendment of the Pension lncrease Act Cap 190 to provide
for a triennial review of pensions in payment over and above the existing
biennial one.

iii. Cap the increase in pension expenditure to not more than 1.5% of GDP for
public service pension liabilicies.

30. SRC further noted that an automatic cost of living adjustment to the pensions earned
by all retired public servants would address the diminishing purchasing power arlsing
from inflation.

31. Also, they stated that it is unclear if the proposed amendments to the Bill will apply to
all pensioners, especially those who retired between l99l and 2005, who are most
affected by the prevailing disparities in pension payment.

32. SRC noted that owing to the cost implications of the proposed amendments, it is

anticipated that the amendments will cause a steep increase in the pension bill.
Therefore, the proposed increment's cost and fiscal sustainability need to be
considered.

33. SRC proposed that for fairness and equity, the proposed amendments apply to all
pensioners and dependents covered under the Pensions Act Cap 189. In view of the
anticipated cost implications of the proposed amendments, the National Treasury
should consider the phased implementation of the amendments, and the pension
should be calculated based on the last payslip.

3.2.3 OFFICE OF THE ATTORNEY GENERAL
Through a written memoranda Ref: AG/LDD/49811120 dated 24'h March 2025, the Office
of the Attorney General submitted as follows;

34. The proposed automatic cost-of-living adjustmens and using the most current salary
for pension calculations may create disparities among retirees. They stated that while
the aim is to enhance pension benefits, it may result in a two-tier system- post-
enactment and pre-enactment retirees. This distinction may unfairly favor newer
retirees while disadvantaging those who retired earlier, raising concerns under Article
27 of the Constitution, which guarantees equality and freedom from discrimination.
Therefore, it is necessary to address potential concerns regarding equality and non-
discrimination under Article 27 of the Constitution before its enactment.

Rcport of the Dcpaxtncntal CommitEe on Financc and National Planning on tlre Consideration
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35. Funher, the Attorney General stated that the proposal has linancial implications tfiat
require policy guidance from the National Treasury and Economic Planning before
implementation.
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CHAPTER FOUR

4.0 COMMITTEE OBSERVATIONS
36. The Committee observed that:

(a) The Bill seeks to amend the Pensions Act, Cap. 189, to provide for the
automatic cost of living adiustment increase in the pensions earned by
all retired public servants. Further, the Bill seeks to provide for the use
of the most current salary applicable to a iob group as the basis for the
cal€ulation of the pensions payable to public servants who have retired
in that job group or its equivalent;

(b) While the objects of the Bill are laudable and seek to address some of
the challenges retired public servants face, the existing Pensions
(lncrease) Act, Cap, 190, provides for the legal framework for pension
adjustments;

(c) The passage of the Bill would result in a parallel framework for
adjustments to pensions, and to prevent this, amendments, if any, may
be proposed to the Pensions (lncrease) Act, Cap. I 90; it is also
noteworthy that the Pensions (lncrease) Act, Cap. I 90, is an old piece
of legislation that came into force on l"t July 1956 and may require
amendments to address current pension challenges;

(d) The National Treasury, the Salaries and Remuneration Commission,
and the Attorney-General had raised the cost implication of the Bill and
the challenge it may pose in implementing the proposals within the tight
fiscal space Kenya is operating within;

(e) Despite the obseryations in paragraph (d), there is a need to ensure
efrective implementation of the Pensions (lncrease) Act, Cap. 190 and
passage of any amendments to address retirees' pension erosion due to
inflation; and

(f) The Bill, in its current form, may be discriminatorT for breach of Article
27 of the Constitution since it seeks to apply to public servants who
retire after the commencement of the Act; thus, it may result in
discrimination against those who might have retired earlier.

Re.port of thc Dcpartncntal CommitEc on Finance and Natiotul Planning on the Considctation
of the Pensions (lmen&ncn0 Rillr 2024 (National Assembly BiIIs No. 25 of 2O24) E



CHAPTER FIVE

5.0 COMMITTEE RECOMMENDATION
37. The Committee, having considered the Pensions (Amendment) Bill, 2024 (National

Assembly Bills No. 25 of 2024), recommends that the House reiects the Bill in its
entrrety as Pro o d in the Schedule of Amendments.

tl
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SCHEDULE OF AMENDMENTS

CLAUSE I

THAT, clause I of the Bill, be deleted.

fustification

There is an existing Pensions (lncrease) Act, Cap. 190 that provides a legal
framework for pension increases. lmplementation of the proposals would
substantially strain the Exchequer within Kenya's tight fiscal space. Also, the
Bill is discriminatory and is in breach of Article 27 of the Constitution since it
provides for difrerent treatment of two tiers of retirees.

CLAUSE 2

THAT, clause 2 of the Bill, be deleted.

Justification

There is an existing Pensions (lncrease) Act, Cap. 190 that provides a legal
framework for pension increases. lmplementation of the proposals would
substantially strain the Exchequer within Kenya's tight Iiscal space. Also, the
Bill is discriminatory and is in breach of Article 27 of the Constitution since it
provides for different treatment of two tiers of retirees.

neport of the Oepartnental CoflmittDe olr lfinancc and National flanning on the Consideration
of Tlre Pensionc (tuncndment) 8t11,2024 (Natiomal Asscrnbly Bills No. 25 of 2024) E
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THE NATIONALASSEMBLY
THIRTEENTH PARLIAMENT - FOURTH SESSION . 2025

DEPARTMENTAL COMMTTTEE ON FINANCE AND NATIONAL PLANNING.
ADOPTION LIST

REPORT ON THE PENSTONS (AMENpMENT) BrLL.2024 (NATTONALASSEMBLY BILLS NO
25 0F 2024).

We, the Members of the Depanmental Committee on Finance and National Planning have pursuanr to
Standing Order 199, adopted this Repon and affix our sitnatures to affirm our approval and confirm its
accuracy, validity and authenticity today, l" April, 2025.

s/No. NAME SIGNATURE

I HON. (CPA). KURTA KtMANr, CBS, MP -

CHAIRPERSON WI
2 HON. (AMB). BENJAMTN KrpKrRUr LANGAT, Mp -

VICE CHAIRPERSON
3 HON. KALUMA PETER OPONDO, CBS. I'IP -(_
4 HON. GEORGE SUNKUYIA RISA. MP

5 HON. (CPA) ,IOSEPH MAERO OYULA" MP

6 HON. ANDREW ADIPO OKUOME MP (_-,'
I

7 HON. DAVID MWALIKA MBONI, MP

8 HON. CHIFOROMODO MANGALE MUNGA, MP L
9 HON. MAINA BETTY NJERT, MP

t0 HON. (CPA) IULIUS KIPLETTING RUTTO, MP

HON. PAUL KIBICHIY BIEGO, MP

t2. HON. UMUL KER SHEIKH KASSIM, MP t4 '4
t3. HON. DR. SHADRACK MWtTt tTHrNJt, Mp

t4. HON. DR. JOHN ARTKO NAMO|T, MP

t5. HON. MOHAMED SOUD MACHELE, MP



MINUTES OF THE ITTH SITTING OF DEPARTMENTAL COMMITTEE ON
FINANCE AND NATIONAL PLANNING HELD ON TUESDAY, ISI APRIL,2025
IN COMHITTEE ROOM 26 BUNGE TOWER, AT IO.OO A.M

PRES ENT
l. Hon. David Mwalika Mboni, MP
2. Hon. Kaluma Peter Opondo, CBS MP
3. Hon. CPA. Joseph Maero Oyula, MP

4. Hon. Andrew Adipo Okuome, MP
5. Hon. George Sunkuyia Risa, MP

5. Hon. Paul Kibichiy Biego, MP
7. Hon. Joseph Makilap Kipkoros, MP

8. Hon. (Dr.) John Ariko Namoit, MP

9. Hon. (Dr.) Shadrack Mwiti lthinji, MP

ABSENT WITH APOLOGY
L Hon. CPA. Kuria Kimani, CBS, MP
2. Hon. (Amb.) Benlamin Kipkirui Langat, CBS, f4P

3. Hon. Mohamed Soud Machele, MP

4. Hon. Julius Kipletting Rutto, MP
5. Hon. Maina Betty Nleri, MP
6. Hon. Umul Ker Sheikh Kassim, MP

IN.ATTENDANCE.

COMMITTEE SECRETARIAT
L Mr. Benjamin Magut
2. Mr. Salem Lorot
3. Mr. Benson Kamande
4. Ms. Winfred Kambua
5. Mr. George Ndenjeshe
6. Ms. Nelly Ondieki
7. Mr. Benson Muthuri
8. Mr. lan Kinuthia

Session Chair

Chairperson
Vice-Chairperson

Principal Clerk Assistant ll
Legal Counsel I

Clerk Assistant lll
Clerk Assistant lll
Fiscal Analyst lll
Research Officer ll
Serleant-At-Arms
lntern

AGENDA
l. Prayers
2. Preliminaries/lntroductions
3. Confirmation of Minutes/Matters Arising
4. Agenda. -Consideration and adoption of the

Bill,2024(National Assembly Bill No. 25 of 2024)
5. Any other Business

6. Adjournment/Date of the Next Sitting.

MIN No. NA/F & NP/2025/074: PRELIM!NARIES

Pensions (Amendment)



The meeting was called to order at 10.29 a.m. The Committee proposed the Hon David Mwalika

Mboni, MP, as the session Chairperson owing to the absence of the substantive Chairperson. The

Session Chair then invited Members to adopt the day's agenda.

MIN No. NA/F & NP/2025/075: CONFIRMATION c)F MINUTES
Confirmation of minutes of the previous sittings was deferred to the next sitting

MIN No. NA/F & NP/2025/076: CONSIDERAT ION AND ADOPTION OF
THE PENSIONS (AMENDMEN T) BILL- 2024
(NATIONAL ASSEMBLY BILLS NO. 25 OF
2024).

The meeting deliberated at length and agreed on the observations and recommendations

contained in Chapters Four and Five of the Report as follows-.

Committee bservetions
The Committee observed that:

(a) The Bill seeks to amend the Pensions Act, Cap. 189, to provide for the automatic cost of
living adlustment increase in the pensions earned by all retired public servants. Further,
the Bill seeks to provide for the use of the most current salary applicable to a iob group
as the basis for the calculation ofthe pensions payable to public seryants who have retired
in that job group or its equivalent;

(b) While the objects of the Bill are laudable and seek to address some of the challenges

retired public servants face, the existing Pensions (lncrease) Act, Cap. 190, provides for
the legal framework for pension adjustments;

(c) The passage of the Bill would result in a parallel framework for adiustmenrc to Pensions,
and to prevent this, amendments, if any, may be proposed to the Pensions (lncrease) Acg
Cap. 190; it is also noteworthy that the Pensions (lncrease) Act, Cap. 190, is an old piece

of legislation that came into force on I "'July I 956 and may require amendments to address

current pension challenges;

(d) The National Treasury, the Salaries and Remuneration Commission, and the Attorney-
General had raised the cost implication of the Bill and the challenge it may Pose in

implementing the proposals within the tiSht fiscal space Kenya is operating within;

(e) Despite the observations in paragraph (d), there is a need to ensure effective

implementation of the Pensions (lncrease) Act, Cap. 190 and passage of any amendments
to address retirees' pension erosion due to inflation; and

(f) The Bill, in its current form, may be discriminatory for breach of Article 27 of the
Constitution since it seeks to apply to public servants who retire after the commencement

of the Act; thus, it may result in discrimination against those who might have retired
earlier.



The Report was then adopted having been proposed by Hon. Paul Kibichiy Biego, MP and
seconded by Hon. Andrew Adipo Okuome, MP.

(Comprehensive detoils of the Commr'ttee's Observotions ond lustificotions ote contoined in chopter four
of the Report on the The Pensions (Amendment) Nll, 2024 [Nat)onol Assembly Bills No. 25 of 2024).

I'llN No. NA/F & NP/2025/077: ADJOURNMENT/DATE OF THE NEXT
MEETING

There being no er business the meeti ng was adjourned at 12.14 p.m. The next meetinS will
be held on no

SIGNED:.... 4 t-az

HON, CPA. KURIA KIMANI, CBS, MP
CHAIRPERSON, DEPARTMENTAL COMMITTEE ON FINANCE AND

NATIONAL PLANNING.

DA'E,...3:l ..h.1.
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Dear M. Qd[.'..-.Go
RE: STAKEHOLDER ENGAGEMENT ON THE PENSIONS (AI'IENDI'IENT)

BILL, 202.r (NATTONAL ASSEMBLY BTLLS NO 25 0f 2024) BY THE
DEPARTHENTAL COMMITTEE ON FINANCE AND NATIONAL
PLANNING

The Depanmental Commicee on Finance and National planning is established pursuant to
National fusembly Sanding Order 2l 6 which mandates ir inrer oliojo nudy ond revlcw oll the
tcgtslotlon rcfened to ft.

I,"-I:..1*":Z Pensions (AmendmenQ Bi , 202{ (Notronol Assembty &ll No. 25 of 2024),

:lje.lent the F:rst Reading pursuant ro SondinS Order 127(3) on Wedries day, Sn lune,202\
:::-:11::r.,:"d . .6.. Deprnmentat Committee on'iin.n." and Nattnat itanning forconslderation and reponing back to the House.

The principal oblect of the BiI is ro amend rhe pensions Act cap rg9 to rncrude an auromatic cosroI living.adiustment to the pensions earned by all retirea prurii'r"rrin,r. ln addirion, the Bill seekto provide for the ure of the most current salary rppliiable to a job group as the basis for thecrlcuhtion of the pensions payable to public servana lnto ta* .lii."a in that iob group or itsequlvalent

l:Igl, ,o the provisions of Article I lg( l) (b) of the Constitution of Kenp and Sonding Order
l]l 0-), *" 9".T,11:. hereby invites' you 

'fo. , ,"..i.g ;."-..i"" yor. submissions andcommenc on rhe sald Bill.

The meeting will be held on Thursday, 176 March, 2025 at a venue to be communicated, asper the atuched schedule.

You.are requesed to prepare a comprehensive submission on any represenetions you may have
on the Bill and email a soft copy to the cna@parriamenrgo.ke on or before the day o'f the meeting.
The Committee's Liaison Oflicers for the meeting are Mr. Beniamin Magut, who may b-econacted on Tel. No. 0712974966 or "-iil address:
benjamin.magut@parliament.go,ke or Mr. Benson Kamande of Tel. No 07g94593g2
or email address benson.kamande(iDparliamencgo.ke and Ms. Winfred Kambua Kilonzo of'lel. 072057 llTl or email address winfred.kilonzo@oarliamenU&,ke

Yours

Copies of the Bill are arrilable ar the National Assembl y Table Office, Main Parliament Buildings,
or on to otio mb

,EREMIAH W. NOOHBt, MBS
FoT: CLERK OF THE NATIONAL ASSEMBLY
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BlLlr 2021 (NATIoNAL ASSEMBLY BILLS NO 25 01 2024) BY THE

DEPARTMEhiTAL COT.IHITTEE ON FINANCE AND NATIONAL
PLANNING

Coples of the Bill are avrilable at the National Assembly Table Office, Main Parliament Buildings,

The Depanmenul Comminee on Finance and Nadonal Planning is esoblished Pursuant to
Nrdonal fu:embly Sanding Order 216 whlch mandates ir intcr olio, to study ond revicw oll thc
Ictlslotion rcfarrcd to h.

Ire-ltrlhm.en:ry Pensions (Amendmenr) Bi , 202,t (Notionot Assembly ?tilt No. 25 of 2OZ4),
underwent the Firrt Reading pursuant to Sanding Order 127(3) on Wednesday, 5e June, 202iano wal commiltcd to the Dcprnmenul Committee on Fin.n." and Nattnal planning forconsidlradon and reponing bacdto dre House.

The prh^ciPal obFct of the Bi, is to amend the pensions Act Cap rg9 to incrude an automaric costor tryrnt adiustment to the ocnslonr
,o. p.oiiao to. J" ;;"; [i'XJ: 

*tned bv :ll retired public servants. ln addition, the Bill seeks

:,';i;1Hl 
;7 ;"',;;;:'1'.ffi: ;T,T.'::'3.irH:'ii:.'.H"iJil111 fi ::H,iTi:

i;'ilrli"Tjl;i:[:';j,.*'r rr8(r) (b)of the constitution of Kenva and sandins order
cornmenB on the srld Bill. 

inviks you for a meeting to receive your submissilns and

I:;:::ml5tctd 
on Thursder, 27d March, 2025 at a venue to be communicated, as

Deer

or on

t'
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Fon CLERK OF THE NATIONAL ASSEMBLy
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You arc requestcd to prepare a comprehensive submission on any representations you may htveon dre Bilt and cmail a soft cooy m the -a,op.;;;";,;.L"on" or.l'iro." ou o.y of the meeting.The Committee's Liaison ofdcers to.-Gri"uinffffir. 'i""ii-," Magu! who mry beconacted on Tet. No. oziitilldi" -="i' 
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RE: STAKEHOLDER ENGAGEHENT ON THE PENSIONS (AMENDHENT)
BtLr. 202a (NATIONAL ASSEMBLY BILLS NO 25 0l 2021) BY THE
DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL
PLANNING

The Departmental Conrmittee on Flnance and Netional Plannlng is established Pursuant to
National Assembly Standing Order 216 which mandates lt intet olio, .o ,tudY ond rcvlcw oll thc
leglrlotlon mFrrcd to ,t.

The Parliamentary Pensions (Amendment) Bill, 2024 (Notionol Assembly ?ill No. 25 of 2024),

underwent the First Reading pursuant to Standing Order 127(3) on Wedne sday,56 luno,2021
and was comnritted to tlre Departmental Committee on Finance and National Planning for
consideration and reponing back to the House.

The principal obiect of the Bill is to amend the Pensions Act Cap 189 to include an automatic cost

of livint adiustment to th€ pensions earned by all retired public servants. ln addition, the Bill seek
to provide for the use of the most current salary applicable to a job group as the basis for the
calculation of the pensions payable to public servans who have retired in t}at lob group or its

equivalent

Pursuant to the provisions of Anicle I l8( l) (b) of the Consdtution of Kenya and Sanding Order
127 (3), dle Committee hereby invites you for a meetinS to receive your submissions and

comments on the said Bill.

The meeting will be held on Thursday, 276 March, 2025 at a venue to be communicated, as

per dre anached schedule'

Copies of the Bill are available at the National Assembly Table Office, Main Parliament Buildints,

or on htto://rvww,porrioment.go.kc/the'notionor-ostembrv/houte-buJincsr/birls.

You are requested to PrePare a comPrehensive submission on any rePresenations you may have

on the Bill and email a soft copy to the cna@parliamencSo.ke on or before the day of the meeting.

The Committee's Liaison Officers for the meeting are Mr. Beniamin MaguT who may be

contacted on Tel. No. 0717974966 or email address:

benjamin.magu@parliament,go,ke or Mr. Benson Kamande of Tel. No 0789.159387

o. "-"it 
addrlss@ and Hs, Winfred Kambua Kilonzo of

Tel. 012057 1777 or email address winfred.kilonzo@oarliamenrpo'ke

Yours

JEREHIAH u/. NDOMBI, MBS
For: CLERK OF THE NATIONAL ASSEMBLY
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Dear

RE: STAKEHOLDER ENGAGEMENT ON THE PENSIONS (AMENDMENT)
ErLt- 2o2a (NATIONAL ASSEMBLY EILLS NO 75 0f 2024) BY THE
DEPARTMENTAL COMT.IITTEE ON FINANCE AND NATIONAL
PLANNING

The Departnrental Contnllttee on Finance and National Planning is established Pursuant to

National Assembly Standing Order 2l 6 which mandates lt inter olio, to study ond rcvlcw oll the
lcgilotlon rtftrrrd to lt.

The principal object of the Bill is to amend the Pensions Act Cap 189 to include an aubmatic cost
of livirU adiustment to the pensions earned by all retired public servants. ln addition, the Bill seek
to provide for tle use of the most current salary applicable to a iob group as the basis for dre

calculation of the pensions payable to public servants who have retired in that ,ob SrouP or its

equivalenc

Pursuant to the provisions of Anicle I l8(l) (b) of the Constitution of Ken1.a and Sanding Order
127 (3), dle Comminee hereby invites you for a meedng to receiYe ),our submissions and

comments on the said Bill.

The meeting will be held on Thursday, 276 March, 2025 at a venue to be communicated, as

per the attached schedule.

Copies of the Bill are a\reilable at the Nadonal fusembly Table Office, Main Parliament Buildings'

er on htto.'//wrnv.Podioment go.ke/the'notionol'ossembly/fiouse-busincss/bills.

The Parliamentary Pensions (Amendmen$ Bill, 2024 (Notionol Assembly Bill No. 25 of 2024),

underwent the First Reading pursuent to Standing Order 127(3) on Wedne sda,l, 56 lune,2024
rnd was comnrined to the Departmental Comminee on Finance and National Planning lor
consideration and reponing back to the House.

You are requested to PrePare a comprehensive submission on any rePresenetions you may have

on rhe Bill and email a soft cop), to the cna@oarliament.to.ke on or before the day of the meeting'

The Committee's Liaison Oflicers for the meeting are Mr' Beniamin Matug who may be

contacted on Tel. No' 0112974966 or email address:

beniamin.magut@parliament.go.ke or Mr. Benson Kamande of Tel. No 0789459387

o. "-"it 
addr-ess @ and Hs. winfred Kambua Kilonzo of

Tel- 072051 1777 or email address winfred kilonzo@parliamenrSo ke

Yours

,EREHIAH W, NDOI'lBl, MBS
FoT: CLERK OF THE NATIONAL ASSEMBLY
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Dear

RE: STAKEHOLDER ENGAGEMENT ON THE PENSIONS (AHENDMENT)
B|LL, 202{ (NATIONAL ASSEMBLY BILLS NO 25 0t 2024) BY THE
DEPARTMENTAL COMMITTEE ON FINANCE AND NATIONAL
PLANNING

The Depanmental Conlnlittee on Finance and National Planning is established pursuant to
National Assembly Standing Order 216 which mandates it inler olio, to rludy ond ravlcw otl thc
lcgislotion r€Frcd to lt.

The ParliamentarT Pensions (Amendment) Blll, 2024 (Notonol Assembly E ll No. 25 of 2024),
underwent the First Reading pursuant to Standing Order 127(3) on Wedne sday,56 lune,2024
and was comnritted to the Departmenul Committee on Finance and Nadonal Planning for
consideration and reporting back to the House.

The principal obiect of the Bill is to amend the Pensions Act Cap 189 to include an automadc cost
of livint adjustment to the pensions earned by all retired public servants. ln addition, the Eill seek
to provide for the use of the most curent salary applicable to a iob group as the basis for the
calculation of the pensions payable to public servants who have retired in that iob group or its

equivalenc

Pursuant to the provisions of Article I l8( l) (b) of the Constitution of Kenya and Standing Order
127 (3), dre Commiftee hereby invites you for a meetinS to receive ),our submissions and

commenB 0n the said Bill.

The meednt will be held on Thursday, 276 March, 2025 at a venue to be communicated, as

per dre atached schedule.

Copies of the Bill are available at the National fusembly Table Office, Main Parliament Buildings,

or on httP.'//www.Podiomcnt.go,ke/the.notionol'os:emblv/house-busincss/bills.

You are requested to prepare a comprehensive submission on any rePresenations you may have

on the Bill and email a soft copy to the cna@oarliament.go.ke on or before the day of the meeting.

The Committee's Liaison Officers for the meeting are Hr. Beniamin Magu! who may be

contacted on Tel. No. 0112914966 or email address:

beniamin.magut@Parliament.go.ke or Mr. Benson Kamande of Tel. No 0789459387

or email addr-ess benson.kamande@parliamencro.ke and Ms. winfred Kambua Kilonzo of

Tel. 072057 1777 or email address winfred.kilonzo@Parliament'8o ke

Yours

,EREMIAH W. NDOMBI, MBS
FoT: CLERK OF THE NATIONAL ASSEMBLY
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Honorable Chairperson.

Hon. Committee Members,

Ladies and Gentlemen,

Good afternoon.

The National Treasury appreciates the opportunity to provide its views on the
proposed Pensions (Amendment) Bill, 2024 (National Assembly Bill No. 25 of
202$. fhe Bill seeks to introduce an automatic Cost of Living Adjustment
(COLA) to pensions for retired public servants and to adopt the most current
salary applicable to a job group as the basis for pension computation. While
these proposals are commendable in their intent to enhance retirees' welfare,
careful consideration is necessary to ensure sustainability. equity. and alignment
with ongoing reforms in the pensions sector.

Allow me to discuss our views under short paragraphs as follows:-

l. Context of the Defined Benefit (DB) Arrangement

Hon. Chairman,

The pensions scheme under consideration iJ a defined benefit arrangement
governed by the Pensions Act. Cap 189. This arrangement provides for
predetermined benefits based on an employee's salary and years of service.

funded directly by the Exchequer. ln other words. and as differentiated from a

Contributory arrangement where both employee and employer contribute into
a penrions fund. under the Defined Benefit the Eovernment assumes

responsibility for the payment of pensions, which are funded directly from the
Consolidated Fund. The current framework is designed to provide long-term
security for retirees but must also ensure financial sustainability for the
Government of Kenya.

Any amendment proposing automatic adjustments or revaluation of benefits
must therefore be carefully evaluated to balance the interests of pensioners and
the sustainability of public finances.

The introduction of automatic COLA and salary-based pension computation
would have significant fiscal implications, particularly given the rising number of
pensioners and increasing life expectancy. These changes should therefore be

informed by an actuarial valuation to assess the long-term financial sustainability
of such adjustments. The Pensions Department is currently conducting
an actuarial study/valuation of the public service pension scheme. which will
provide a data-driven foundation for decisions affecting the scheme. including
any adjustments to pension benefits such as COLA.

Pagc 2 of 5
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2. Provisions for Penlions lncreases under Current Law

It will be noted that currently pensions review has been facilitated through the

Pensions lncrea se Act.

The Pensions lncrease Act (Cap. 190) provides a structured framework for
adjustlng pensions for retired public servants. The Act mandates that. beginning
on 1st July 2005 and subsequently every two years on the same date' all specified
pensions-along with any previously granted increases-shall be adjusted with a
three percent increment based on the pension amount in effect at the time of the

adjurtment. subject to the provisions of the Act.

By duplicating provisions already addressed under the Pensions lncrease Act. the
proposed amendments may create redundancy or potential conflicts between
statutei. lnstead. the existing mechanism under Cap. 190 should be strengthened
and guided by data from regular actuarial valuations.

3. Ongoing Actuarial Study/y'aluation

Hon. Chairman and Members,

We wish to highlight that an actuarial valuation of the pension scheme is

currently underway. This comprehensive review asselres the scheme's liabilities,

funding status, and sustainability under current and proposed frameworks.
Among other issues. the valuation will provide empirical data on the feasibility

of adjusting pensions based on cost-of-living metrict and the financial

implications of using the "most current salary" for pensions computation.

This study will enable evidence-based decision-making and should guide any
adjustments to pensions to ensure alignment with the scheme's flnancial and

actuarial sustainability.

4. Tax Relief

Hon. Chairman and Membert,

ln a significant fiscal intervention to support retirees. the National Treasury,

through the Finance Bill. 2024, proposed to exempt from tax all pension

payments made from a registered pension scheme' registered provident fund,

registered individual retirement fund, public pension scheme. or the National
Social Security Fund upon attaining the retirement a8e. The proposed tax

exemption also extended to Sratuity or other allowances paid under public

pension schemes, retirement annuities. and withdrawals from the fund prior to
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retirement age due to ill health or after completing twenty years of membership
in the fund.

Although the Finance Bnl, 2024, was withdrawn. the National Treasury

reaffirmed its commitment to retirees by resubmittinS this proposal through the
Tax Laws (Amendment) 9il,2024 which was subsequently assented into Law on
the llrh December, 2024. This underscores the government's determination to
provide financial relief to retirees, enhancing their well-being and economic
security.

5. Key Observations on the Proposed Amendments

Hon. Chairman we therefore make the following key observations:'

(i) Automatic Cost-of-Living Adjustment
While the principle of linking pension adjustments to inflation is commendable,
the following issues require careful consideration:

Fircal lmplications: Automatic adjustments could introduce significant
financial strain on the Exchequer. particularly during periods of high
inflation. This may destabilize budgetary planning and compromise the
ability to fund other critical public services.
lnternational Best Practlces: Globally. countries with DB schemes such as

Canada. the UK. and the US incorporate discretionary rather than
automatic adjustments, considering fiscal sustainability. Kenya could adopt
a similar approach. guided by periodic actuarial advice and the same

actualized through the Pensions lncrease Act.
Constitutional Provisions: Article 201 of the Constitution of Kenya
emphasizes prudent and responsible use of public funds. ln alignment with
this principle, it is important to ensure that adjustments are sustainable and
equitable across generations.

(ii) Using the Mott Current Salary for Pension Computation
Revising pensions based on the most current salary applicable to a job group
raises significa nt concerns:

. Equity: This provision could introduce disparities amonS retirees who
served in similar capacities but retired at different times.

. Legal Ambiguity: Defining "equivalence" across job Sroups over time may
create administrative challenges and increase litigation risks.

. Sustainability: This proposal could lead to an unsustainable escalation of
pension liabilities.
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6. R.ecommendations

Hon. Chairman this leads us to make the follouring recommendationt:-

l. Await the completion of the ongoing actuarial valuation study, as it will
provide evidence-based recommendations to guide decisions on COLA
and pension recalibrations. This study will ensure that any adjustments are
financially iustainable and do not compromise the scheme's long-term
stability. We, therefore, recommend portponing decisions on these
proposed amendments until the valuation is finalized. as it will offer criticaL
insights into the scheme's liabilities, funding gaps, and the financial impact
of the suggested changes.

2. Retain the Pensions (lncrease) Act, Cap 190, as the primary framework for
pension adjustments. with amendments proposed where necessary to
enhance its effectiveness rather than introducing parallel mechanisms. We
recommend that the Committee build upon the existing provisions of the
Pensions (lncrease) Act, itrengthening it to facilitate periodic. evidence-
based pension reviews informed by actuarial valuations (which in effect
would factor inflation trends). rather than implementing automatic
adj ustments.

3. lntroduce a provision for periodic stakeholder consultations and actuarial
reviews before any adjustments are made to pension benefits. This ensures

alignment with constitutional principles of equity, fiscal responsibility. and
transparency.

4. Consider COLA and salary-based pension computation as part of broader
reforms under the legal review process being undertaken by the National
Treasury. This will ensure coherence and sustainability.

7. Conclusion

ln Conclusion Hon. Chalrman,

The National Treasury appreciates the opportunity to contribute to this

legislative process. We reaffirm our commitment to ensurinS that pension
reforms are equitable, sustainable, and aligned with Kenya's fiscal realities and
constitutional principles.

We look forward to engaging further with the Committee to refine this Bill and
ensure its alignment with Kenya's broader pension reform objectives.

Thank you.

Dr. Chris K. Kiptoo. CBS

PRINCIPAL SECRETARY/THE NATIONAL TREASURY
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Salaries & Remuneration
Commission
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Ref. No: SRC/TS/8 VOL [(17) 25th March, 2025

Mr. Samuel Njoroge. CBS
Clerk of the National tusembly
National Assembly
Parliament Buildings
P.O Box 41842- 00100
NAIROBI

Dear i5y-. tptf
MEMORANDUM ON THE PENSTONS (AMENDMENT) BrrL, 2024

Reference is made to the captioned Bill and the proposed amendments to the Pensions Act Cap 189.

The Salaries and Remuneration Commission (SRC) has reviewed the Bill and notes that the
llel'r:crar:dun1 anC Objects of the Bil! is te amend the Pensions Act Cap 189. to inciu.ie aii autniitaiic
cost of livitlg adjustment to the pensions earned by all reured public servants. In addition. the Bill
seeks to provide for the use of the most current salary applicable to a job group as the basis for the
calculation of the pensions payable to public servants who have retired in that 1ob group or its
equivalent.

sRC has examined the proposed amendments to the Pensions Act cap 189 as set out in the
Pensions (Amendment) Pi,|,|,2024 and wishes to submit its views as indicated in the Table below:

Table: Proposed Amendments to the Pensions Act Cap 189 as set out in the pensions
(Amendment Ball,2024

The Pensions (Amendment) Bll, 2024
seeks to amend section 3 of the
Pensions Act Cap 189 by:

(a) inserting the following new
subsections immediately after sub
section ( 1):

1A An officer who has been in
service of the government shall
be entitled to an automatic cost

Previous Recommendations by
sRc

1. The Commission is cognizant of the
prevailing disparities in pension
payments for current retired
officers covered by the Pensions

Act Cap 189.

2. To address the challenges and

(a) For fairness and
equty, the
proposed

amendments to
apply to all
pensioners and
dependants
covered under the
Pensions Act Cap
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Proposed Amendments

of living adjustment increase to
the pension, gratuities or other
allowances issued under the Act,

where the rate of inflation is

high enough, to substantiate, a
cost of living adjustment
increase.

18 The automatic cost of living

adjustment under subsection (l
A) shall, be calculated based on
an increase in the consumer
price index within a period of
twelve months, ending on the
30th of lune in each financial
year.

1c The Consumer price index
shall be determined by the
Kenya National Bureau of
Statistics established under the
Statistics Act,

lD The Cabinet Secretary shall
cause to be published such
lnformation relating to automatic
cost of living adjustment in the
gazette.

lE The provisions of this section
shall apply to an offlcer who has
been in service of the
Government who retires after
the commencement of this
section,

1F In this section:

"Consumer Price Index"
means an index number
that measures a change in

the prices of goods and
seryices purchased or
otheMise acquired by
households and which are
used directly or indirectly by
a household to satisfy their
own needs and wants.

"Cost of living" means an
amount of money needed to
cover basic expenses
including housing, food,
health care, clothing and

disparities, the Commission

undertook a study on penslon in

payment in FY 2013/2014 which

culminated in three key

recommendations as follows:

(a) A discretionary one-off
pension increase for retirees
for the period 1991 to 2005.

Based on the review of the levels of
pensions payable to existing public

service pensioners, the Crmmission

noted the need for a pension review

for pensioners who retired befween

1991 and 2005 and made a

recommendation for a special one-off
discretionary pension increase to

compensate them for stagnation of
their Pension.

The one - off pension increase was to
be on the following basis: to increase

the pension in payment in line with
inflation for the period between 1991

and 2005 but subject to a maximum

annual increment of 3olo with a

minimum monetary increase of Kshs.

1,000 per month (Kshs. 12,000 per

annum).

The projected cost of implementing the

one-off pension increase would have

then resulted in an additional pension

cost of Kshs. 112 million per month for
all the affected pensioners who were

on payroll then and who retired

between the years 1991 and July 2005.

(b) Amendment of the Pension
increase Act cap 190 to
provide for a triennial review
of pensions in payment over
and above the existing biennial
one.

The Commission noted that the limited

SRC Views

189; and

(b) In view ot the

anticipated cost

implication of the
proposed

amendments, the
National Treasury
to consider phased

implementation of
the amendments.

(c) The commission

recommends

Pension to be

calculated based on

the last pay slip.

)

SRc Observations
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education.

"Cost of living adjustment"
means a change in income
or benefits that correspond
with the current rate of cost
of living.

(b) by deleting subsection (5) and
substituting therefor the following
new subsection:

(5) Subject to the provisions of
any other written. law, the most
current salary applicable to a job
group shall be the basis for
computation of the pensions
payable to an officer who has
been in service of the government
who retired in that job group or its
equivalent.

indexation of pensions provided for in

the Pension Increase Act (of 3olo every
two years) does impact the purchasing
power oF the future pensions of current
and future pensioners when inflation is
higher than the increases provided.

Accordingly, the Commission

recommended amendment of the
Pension increase Act Cap 190 to
provide for a triennlal review of
pensions in payment over and above

the existing biennial one.

In order to meet the affordability and

sustainability criteria, the Commission
proposed that the revised pension

policy provides that such pension

increases be on a discretionary basis,

but with a framework within which this
discretion ls exercised by the
Government of Kenya.

(c) Cap the increase in pension
expenditure to not more than
t.So/o oJ GDP for public s€rvice
pension liabilities.

The recommendation was aimed at
keeping the pension expenditure in

control.

3. The recommendations were shared

wath the National Treasury vide a

letter dated 2nd October, 2014.

However, they have not been

implemented with the National

Treasury citing budgetary
constraints.

Proposed Amendments

4. Inclusion of an automatic cost of
living adjustment to the pensions

earned by all retired public servants

will address the diminishing
purchasing power arising from
inflation.

5. Using the most current salary
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applicable to a job group as the
basis for computation of the
p€nsions payable to an officer who
has been in service of the
qovernment would be fair and
equitable to all retirees to whom
the amendment applies.

6. It is not clear if the proposed

amendments in the Pensions
(Amendment) Bill, 2024 wlll apply
to all pensioners especially those
who retired between 1991-2005
who are most affected by the
prevailing disparities in pension
payment.

7. Owing to the cost implication of the
proposed amendments, lt is

antlcipated that the amendments
will occasion a steep increase in the
Pension Bill. There ls, therefore,
need to consider the cost of the
proposed increment and the fiscal
sustainability thereof .

a

The purpose of this letter is to submlt the SRCt views on the Pensions (Amendment) Bill,2024 for
your consideration. The views herein supersede earlier views submitted by SRC on the Bill.

The Commission appreciates your continued cooperation and support
respective mandates.

as we discharge our

You

Dr. n R. Gitau, PhD, EBS, CHRP
CoMMISSION SECRETARY/CEO
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RE; TTAKEHOLDER ENGAGEMENT OF PENSIONS (AMENDMENT) BILL

2024 (BILL NO.25 OF 2024)

The office of the clerk of the National Asrembly. vide the letter dated the l4th
March 2O25. Ref:NA,/DDC/F & N?/2025/O2l has forwarded the Pensiont

(Amendment) Bill, 2024 (National Assembly Bill No.25 of 2024) for our

written comments prior to the meeting to be held on Thurtday 27th March

2025.

Upon rwiew of the PenJiont (Amendment) Bill. 2024' we note that the
proposed automatic cort-ofJiving adiuttment and the ute of the most current

talary for peniion calculationl may create ditParitiet among retireer- While the
aim iJ to enhance pension benefit5. it may rerult in a two-tier rystern-po(-
enactment retireeJ and pre-enactment retireet. This dininction may unfairly
favor newer retireet while disadvantaging thote who retired earlier. raising

equity concerns under Article 27 of the Conrtitution. which Suarantees equalitY

and freedom from discrimination.

It is necessary to address potential concerns regarding equality and non-

discrimination under Article 27 of the Constitution before itl enactment.

Further to thi5. the proporal has financial implications which shalt require policY

guidance from National Treasury & Economic Planning before implementation.
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