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PREFACE

ESTABLISHMENT AND MANDATE OF THE COMMITTEE

Article lZ4 (l) clf the Constitution of Kenya provides that each House of Parliament

may establish cornmitlees and shall make Stancling Orders for the orderly conduct of its

proceedings, including the proceedings of its committees'

Parliamentary committees consider policy issues, scrutinize the workings and

cxpenditr-rres of the National and County Goverrunents, and examine proposals for

legislatiol. 'fhe end result of any plocess in Cornmittees is a report, which is tabled in

the House fol consideration.

The Senate Standing Committee on Finance and Budget is established under Section

g(1) of the Public Finance Management (PFM) Act, cap 412A and standing order 228

of the Senate Standing Or-ders and is mandated to-

a) investigate, inquire into, and report on all matters relating to coordinatiotl,

control, and monitoring of the county budgets and examine -

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

(ii) the rcport on the budget allocatecl to constirutional Cornmissions and

indePendent offices;

(iii) the Division of Revenue Bill, the County Allocation of RevenueBill,

the County Governments Additional Allocations Bili, and the cash

disbursement schedules for county governments;

(iv) all natters related to resolutions and Bills fol appropriations, the

share of national l'evenue amongst the counties, matters concerning

the national budget, including public finance and monetary policies

andpublicdebt,planning,anddeveioprnentpolicy;and

b) pursuant to Article 225 (6) of the Constitution, to examine the report of the

Controller of Budget o11 the implementaXion of the budgets of county

goverrunents.

4l .\f.'1 ;(B l?cltort t,tt Dit'i.tiort ,'l'Ra':entte lJill :015



MEMBERSHIP OF THE COMMITTEE

'fhe Stancling Committee on Finance and Budget was constituted by the

'fhirtcentli (13t1') Parliament on Thut'sdaY, 13tl'October, 2022 dutingthe

'l'lre Comrnittee lvas later reconstituted on Wednes day, l2tt'Februaty, 2

lioulth Session. fhe Committee as cumently constituted is comprised of

Mernbet's-

i) Sen. (Capt.) Ali Ibrahim Roba, EGH, MP

2) Scn. Maureen Tabitha Mutinda, MP

3) Seri. (Dr.) Bor:iI(halwale, CBS, MP

4) Sen. Moharned Faki Mwinyihaji, CBS, MP

5) Sen. Richard Momoima Onyonka, MP

6) Sen. Shakila Abdalla Moharned, MP

7) Sen. Eddy Gicheru Oketch, MP

8) Sen. Mariam Sheikh Omar, MP

9) Sen. llsther OkenYuli, MP

Vi
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I

CHAIIII'ERSON' S FOREWORD

l'he Division of Revenue Btll,2025 (National Assembly Bills No. 10 of 2025)tvas

published vide a Kenya Gazefte Supplement No. 38 of 2025. The Bill rvas introduced

in the National Assernbly, debated and passed without amendments on Wednesday, 9'l'

April, 2025. Consequently, in accordance with Article I 10(a) of the Constitution, the

Bill u,as referred to tirc Senate for considet'ation.

The Bill was t'ead a l:-irst fime in the Senate on Wednesday, 16tl'April,2025'

Consequently, pursuant to standing order 145 of the Senate Standing Orders, the Bill

was comrritted to the Standing Committee on Finance and Budget for consideLation

and iacilitation of public participation.

The Division of Revenue BllI, 2025 (National Assembly Biils No. 10 of 2025) is

pr.epared in lir-re i,vith Article 218 of the Constirution. it provides for vertical equitable

sharilg of reyennc raisecl nationally between the national and cotmty governments in

rlrc liinancial Ycar (l;Y) 2025126 in accordance r,vith Articles 202(1) and 203 of the

Constitution.

Tlre projectecl revenue collection for the FY 2025126 is estirnated at Ksh.2,835.040

billion. Out of this, the National Governments share is Ksh-2,411)382 billion,

reprcscnting 85.33% of the total revenue, r,vhile the proposed county govetnnenls'

equitablc share is I(sh.405.069 billion lepresenting 1428% of the total revenue.

'flrc Bill indicates that the ploposecl county governments' equitable share is 25.19% of

tlre rnost recent auditccl t'evenue for tl're FY 202012021 apploved by the National

z\sscrrrb11,. f'he Coupt), cquitablc share is proposed to increase by 4.5% fi'om a basclir-re

of I(sh.3 87.425 billion (allocatcd in FY 2024/2025).

'fhe Bill also provides an allocation to the Equalization F'und fol the FY 202512026

rotaling ro Ksl-r.10.589 billion, of which, Ksh.7.852 billion is 0.5% of tl-ie FY 2020121

arrdirccl and approveci levenue, as pcr Articie 204 of the Constitution and I(sh2 73(r

biiliorr is for Iund arrezirs.

It is vvorth noting that during consideration of the 2025 Budget Policy Statement

appr.oved by the Senatc, the Senate made some key financial recommeldations rvith

6 | \7 i''r( ij ilL'l:itt i 'trr i)lt'i'itttt tti llL]\'t t1rti l)ill -1f)-;5
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rcgard to tlic divisiop of revenue. Notably, the Senate recommended county

govenlments ccy-ritable share allocation of Ksh'465.0 biliion for FY 2025126'

'l'he rccomureudation u,as informed by tl're need for county governments to meet new

nop- discrctionaly {lnalcial obligatiols relating to housilg levy deductions, enhauccd

contributious to the National Social Security Fund (NSSF), rnatching allocations lbr the

County inl.egratcd Inclustrial Parks (CAIPS), matching allocations for Community

Ilealth Promotcrs l'rogram, procurement of new medical equipment, meting the

outstapcliug obligatiol uuder Doctors CtsA, annuai wage drift.

I;ollou,ir-rg the referrai of the Bill to the Standing ConTmittee, andpu1'suant to Article

I l8 of thc Constitr-rtion and standing older 145(5) of the Senate Standing Orders, the

Committec facilitated public participation and took into account the views and

rocot1uttenclations of thc public in its report' An advert inviting the general public to

submit memorancia on the Bill u'as published in two newspapers of nationwide

circulatiot'i on 19tl' April, 2025.

I)r-rrilg ospsidcraliol of thc Bill, the Comniittee held three (3) meetings (Annex 2-

,ii,utcs oI the Committce) ancl leceived submissions fiorn the fbllowing key

stakeholders -

a) 'l'he National Treasury and Economic Planning;

b) 'l'he Council of Governors (CoG);

c) 1'hc Cornmission on Revenue Allocation;

d) A joint submissiot-i Il'orn Tire Institute of Certified Public Accountants of

I(enya (ICPAI() and Bajeti I{ub;

e) 'l'he County Assembly Forum (CAF),

D "l'he I(enya Devolution Civil Society Otgan\zation Working Group;and

g) 'l'hc Coast Civil Society Nerwork for Fluman Rights

Observations

'lhc Committec rnade several observations, ampng them-

a) 'l'hcre has been rnalgir-ral glowth in the county equitable share fronr previous

I!-rapciai ycars. clcspite the su[stantive glowth in shareable revenue' In lrY

I | \r'i.r( /l llrl'ot t t'ti Dit'ition L'l llcvnrrt' llill 2025



2025126 while shareable revenue is estimated to grow by 10.1 peLcent

(Ifth.259.1 billion increase), counties a1'e proposedto get an increase of lfth.17'7

billion fi'om this revenue grow'th.

b) Noting that over the yeals, the county equitabie shale has on average been2.230/o

of GDp, a1d FY 2025126 nominal GDP is projected to be Ksh.19,272 billion,

Ikh.381.425 billion should be adjusted to ensure county equitable share

percentage o1'GDP is maintained at the same level'

c) Whereas there have been consistent allocations and appropriations to the

Equalization Fund by Parliament, thele has been a delay in transf-els to the Fund.

'fhe total disburserner-rt to the Fund as of June, 2024 was IGh.13.4 billion out of

thc total entitlement of Kshs.62.4 billion.

d) 'I'he llill uscs the most recent audited and approved accounts of revenue for FY

ZO2O/21, amounting to Ksh. 1,510.6 billion. However', the National Assembly on

15th April, 2025, approved the audited accounts of revenue oI'

Ksl-r.1 ,920,434.085,078 as the total nationally collected revenue of FY 2021122.

c) pollowing the change in the most recent audited and approved accounts of

rcvcnLre (from Ksh.1,570.6 billion to Ksh.1,920.4 billion), the allocation tcr

Eclualizatiol Fr-rnd mgst be adjusted in ordel to meet the constitutional obligation

under Article 204(l).

D Clause 3 o1rhe object and purpose of the Bill makes reference to Article 203(2)

o1'the Constitr-rtion instead of fu'ticle 202(l) u,hich provides for the sharing of

l'evcnue raiscci nationally between the hvo levels of goverruneut.

g) CoLrnty governntent expencliture needs have shalply grown due to increase iu

non-discretiolary expenditures such as contribution to housing levy, NSSF,

Social Flealth lnsurance Fund, Matching of contribution to Courty Aggregated

h-rdustt'ial Parks, annual wage drifi among others'

h) As subprittcd by the Cabinet Secletary, National 'I'reasury and Ilconomic

planning, tl-re projected sharable revenue fol FY 2025126 irad been revised from

i(sh.2,835 billion to I(sh.2,757 billion.

\? / (( /, llL'l()t t ()tt l.)it'i\iott t,i ilct'i:ttrrc l.till :0258l



llecommcndations

I{aving considered the Bill ald submissions from the stakeholders,

recommends that the Senate approves the Bill with the following

a) Clar,rse 3 be amended to make reference to Article 202(l) of

which requires l.evenuc raised nationally be shared equitably

National and county leveis of government; and

b) 'l'he Schedule to the Bill be amended to reflect the following-

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

ii) The most recent account of revenue as approved by

Assernbly as Ksh.1,920,434,085,078 fol FY 2021122;

ii i) National Government share - I{sh'Z,27 9, 6 3 8, 17 6'6 | 0

iv) County goveillment share - Ksh' 465,001,459,673;

v)AllocationtotheEqualizationFund-Ksh'9,602'170'

most recent approved accounts ofrevenue); and

vi)'l'he Iiqualization Fund arrears- Ksh'2,7 3 6,7 39'3 5 l'

el ,S('/;r( f, Raltot t rttr [)iviriott qf llevenuc' lJill 1025
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CHAPTER ONE

OVEI{VIEW OF THB DIVISION OF REVE,NUE BILL,2O25

1.1 Legal provisions governing the Division of Revenue between National and

County Governments.

l. The Division of Itevenue Bill is prepared in accordance with the provisions 01'

Artiole 2l 8 of thc Constitution. fhe law mandates that a Division of Revenue Bill

be intr-ocluced ir-r Parliament at ieast two months before the end of each financial

year. -I'he Bill aims to allocate revenue raised nationally between the national and

couuty government levels.

2. T'he sharing of revelue contemplated in Arlicle 218 is anchored in Article 202(1) of

the Constitution, which <lictates that revenue laised nationalll, be sharecl equitably

arnong lational and county governments. Furtirermore, section 19l(2) of the Public

Irinance Management Act (Cap. 412A) stipulates that the Division of Revenue Bill

should specify the share of each level of goverrunent of the revenue raised nationally

lbr thc relcvant lir-rarrcial year.

3. Arriclc 218(2) of thc Constitution and section 191(5) of the PLrblic Finance

Managomenr Act (Cap. 412,\) indicate that the iegislative proposal on the Division

o1'Revonuc should be accompanied by a memorandum that explains the following-

i. ltotl, lhe Bill takes into accoLmt the critet'ia listed in Article 203(1) of

lhe Constittttiot't

ii. the extent of the deviation .fi'om the Contmission on Reventte

A ll o cat i o n's re c onlnle ndat i o ns

iii. the extent, ,f ony, of deviation fiont lhe recontntendalions of the

Intergovernmenlal Bttdget and Econontic Council; and

iv. any ctsslurtptions and formulae used tn arritting at the respective

shares.

4. 'l'he criteria for deterrnining the equitable shares to each levei of government is

cxclr-rsively providecl for in Article 203 of t}te Constirurtion. The minimum equitabie

sharc to county govcntmcltts is plovided for in r\rticle 203(2), where it is specified

that lbr every financial year', the equitable shale of the revenue raised nationally that

rr'/.r(lJ llt,ltort r;rt l)ivi.tiittt ttf llc'\'t'tttrJ LliM0: 5t2l



is allocated to coLtnly govcrnmellts shall be not less than fifteen pel'cent of most

recent ar-rclitcd accouttts of revenue collected by Natiolal Government' aS approved

by thc National AssemblY'

1.2 c<lnsicleration of the Division of llel'enue Bill, 2025 by Parliament'

5. Articlc 110(4) of the constiturtion requil'es that if any Bill ooucerning county

govenxnent has been passed by one of the Houses of Parliament' the Speaker of that

Flouse shall r-efer it to the Speaker of the other House. The other Ifouse is required

ro consicler thc llill and pass it in the folm it was passed by the oliginating Flouse,

pass it iu arncndcd fornt, ot'reject the Bill'

6. .l.he Di'isi.' of Itevenue Bill, 2025 (National Assembly Bills No. 10 of 2025)was

publishcd on 12tl' March, 2025 andsubsequently presented to the Natiorral Assembly

for consideration. The National Assembly upon deliberatioq passed the Bill without

arlendments on \\/ednesday, gth April, 2025. The Bill u'as thereaftel fol'arded to

thc Scnatc lbr considel'atioll under the provisions of Arlicle 110(4) o1 the

constitr-rtion and star-rcling ordet's 41 and ),42 of the Nationai Assembly Standing

Oldels,

7. Thc Ilill rvas read a lrilst fime in the Senate on 16'l'April, 2025, and pursuant to

stan<iing ordcr 145 of the Senate Standing Orders it was committed to the Standing

Comrnittee on lrinatlcc and Budget' The Committee was required to facilitate and

undertal<e public participation on the Bill and prepare a repot't to tl-re Senate, taking

into account the views and recomrnendations of the public.

1.3 Analysis of the DORB, 2025.

The projected total shareable revenue for the FY 2025126 is Ksh'2'835'0 billion'

flris represents a 7.7 percent glowth (20i.4 billion increase) in shareabie revenue

fronr tlrc projected Ksh.2,631.4 billiol for FY 2024125' The shareable revenue as

providc<1 in the Bill is informed by the perfot'tnance trends of ordinary revenues of

thc goverrulcnt.

out of the sct target coilection of Ksh.2,835.0 billion as shareable revenue for FY

2025126, the llill pl'oposes to allocate Ksh.2,419'4 billion to the National

8

9
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Government, I(sh.405.1 billion to the County Govet'nments, and Ksh.10.6 billion to

the Ilqualization fund. Based on this projected shareable revenue of Ksh. 2,835'0

billion. the aliocation to the National Governmeut is eqttivalent to 85.3 pelcent,

rvhilc that of the county govelrments is 14.3 pelcent. This trend is depicted in the

previous allocations, where tire share for the National Government has averaged

above 85 percent, while that of the counties being betrveen 14 and 15 pelcent on

average.

10.'f5e proposccl sharcablc rcvenue of Ksh.2.835.0 billion is a grovr4h of I(sh.203'4

billiorr ll-orn the FY 2024125 shareable revenue of Ksh.2,631.4 biilion. Out of thc

increase o1'the Ksh.203.4 billion, counties are set to receive an increase of Ksh.17.7

billion fi'om the allocation of l(sh.387,425 billion in IiY 2024125. Flence, the

pr.oposecl allocation of Ksh.405.1 biliion for the FY 2025126. A revierv of the county

cqr-ritablc sharc allocations indicates that counties receive a marginal increase as an

ad.justrnent lor rq,enue growth fi'orn the pleceding year. The highest adjustment was

in IrY 2021/22, u,ith an increase of Ksh.53.5 billion, and the second highestis the

proposed I(sli.l7.7 billion fol FY 2025126.

I l.'i'lie Constitutiol i1 Artici e 203(2) sets thc minimum allocation to couuties at any

givcn llnancial year to bc not iess than fifteen peroent of the most reccnt audited

accounts ol revenue collected by the National Government, as approved by the

National Assembly. I'he tsili uses the last audited and apploved revenue for FY

2020121, arnounting to l(sh.1,570.6 billion. An evaluation of the proposed

Ksh.405.1 billion against this constitutionai threshold indicates that the anotlnt

(K.;h.405.1 bitlion) is cquivalentLo25.79 percent of the Ifth.1 ,570.6 billion.

12. 'I'he Bill indicates that the proposed allocations of Ksh.405.1 billion to counties r'r'as

inforn-red by factors such as oontinuous turderperfot'mance of revenue by the end of

thc fiscal ycar, increased expenclimres for debt services, the llscal consolidatiot"l

cornpritprents olr.educing liscal deficit to 4.3 pcrcent of GDP and the limited access

to domestic and external borrowing.

13. 'fhc Bill also provides for.the allocation to the Equaiization Fr-rnd in accordance rvith

Article 204(l) of the Constitution. Pursuant to Article 204(I), 0.5 percent of all

1cvclLlc collected by thc national government annually, calculated based on the most

\( / (( /l lls'it411 1 tt11 l.)!vi.sirttt t,f ilcveitrrt: tiill :015141



rcccpt aLrditcd anci approvcd rcvcr1uo accounls, should be allocated to the liund' 'l'l-rc

llill prepgscs an allocation o1't(sh.7.85 billion to the liqr-ralizatiou l;uud'

14.1ir-rr-tlrcr. thcrc is an allocatiorl 01'I(sh.2.74 billion in the I;Y 2025126 as partial

paylrcpt to arrcars oli,ed to thc tiqualization Irund. 'l'hc arrears to thc Fund at thc

cncl o1- l;y 2023124 stood at I(sh.49 billion. In the periocl belu'eeu the inccptron of

rlrc lrurucl (l;y 201ll12) ro.lurrc 2024, totai disbursement to the Fund rvas I(sh'13'4

billion our ol-rhc total cntitlemcr.rt of i(sh.62.4 billion.

\I /ir( /t lJLt,it; r ,,tr l)iri.tlott (tf ill:\'\/i1tti: llili :():51sI



CHAPTBR TWO

SIII}MISSIONS BY STAKEHOLDERS ON THE BILL

2.0 Introduction

15. This Chapter-entails submissions fi'om various stakeholders regarding the Bill. They

include the follorving;

a) The National Treasury and Economic Planning;

b) The Cour-rcil of Governors (CoG);

c) The Commission on Revenue Allocation;

d) A joint submission fi'om The Institute of Certified Public Accountants of

Kenya (ICPAI() and Bajeti Hub;

e) 'I'he County Assembly Forum (CAF);

f) 1'he Kelya Devolution Civil Sociely Organization Working Group;and

g) 'fhe Coast Civil Society Network for Human Rights.

2.1 Submissions by the National Treasury and Economic Planning

16, The National Treasury appeared before the Committee submitted the following-

a) 'l'he National 'freasury projected a total shareable revenue of Ksh. 2.835 tLiliion

fbr- FY 2025126. From this, they aliocated Ksh 2.419 tlillion to the National

Governmelr, Ksh.405.1 billion to County Govetnments as the equitable share

(25.79% of the most recent audited revenue), and Ksh 10.6 billion to the

Equalization Iiund, comprising Ksh. 7.9 billion for FY 2025/26 and Ksh. 2.7

billion in arrears.

b) Upon leviewing the performance of ordinaty revenue since the Bill's submission,

the I'reasury leported that revenue collection in FY 2024125 had consistently

lagged behind targets, r,vith the shortfall widening each month and reaching a

cumuiative I(sh.142.8 billion by March, 2025. They estirnate that the overall

ordinary revenlre for FY 2024125 would be l(sh.2,435.1 billion, ra'hich is

Ifth.482.1 billion below the original budget target.

c) Given the depressed performance, the 'freasury stated that the earlier revenue

for-ecast lbr FY 2025/26 was no longer realistic. They therefore recommended a
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dou,uu,ard revision of'the ordinary revenue lbrecast for FY 2025126 to I(sh'

2,757.0 billion, u,hich is l(sh. 78.0 billion lou,er than the initial projection'

d) 'l'hc 'l'reasury cxplaincd that several factors informccl thc proposcd division of

rcvcuLlc lbr liy 2025126.liirstly, tlic revised projectior-r u'as based on a lou'cr

tc\/cnLtc bascline. rel'lccting the consistcnt undetpertbrmancc o1'ordinary rcvenlle

iurecet.itycars'seoonclll',thcyhighlightedtheneedtofinancetnatidatory

cxpepcliturrcs ulclcr Article 203(1) of the Constitution-including public debt'

pepsiens, cor-rstitr-itior-ral scrvices, and emergencies-which would total Ksl-r'

2,616.6 billion in I;Y 2025126. After these rnandatory expenditures, only Ksh'

140.4 biliion rvould remain for sharing between the two levels of goverrulent'

c) Alier accounting lor county allocations (I(sh.417.9 billion, including both

cqr.ritablc sharc and additional allocations), the Treasury noted that the balance

Icli lor the National (iovernment rvor-rld be negative, at -Ksh. 277.6 billion' l'his

porsistctrt llsr:al c]ctlcit, tl-rc1, said, lrad lcd to additional borror,virrg over the years,

clistorting the llscal I'rarnework and undeunining fiscal consoiidation effbrts' l'he

'fr.casuty also poiltcd or.rr that I(enya had faces financing constraiuts due to

limitcd acccss to domcstic anci intelnational financial markets, r,vith borrowing

oonsistetrtly lalling shot't of targets.

D purthcn.rlor.e, the 'l'rcasury observed that the National Governmetlt colltinued to

bcar thc lirll burden of revenue shortfalls, as counties always roceived their full

cqr-ritablc share allocation regardless of revenue performance. This had resulted

in br-rclgct cuts and dclayed clisbr-u'seilents lbr national ministries and ageucies,

*,ith arrcars sontctimes carried forward to subsequent years' 'I'hey also

highlighrecl that the cost of public debt servicing was projected to account for 52

pcrccnr of ordinary l'cvenue in FY 2025126, significantly higher than the average

ol'41 pcrcct-tl iu prcviolls years.

g) I;or rhc horizontal sharing oi'thc equitable share, the 'I'reasury/ proposed that tl-re

Ksh.405.1 billion allocations lo counties for FY 2025126-a 4'6 percent increase

lrorr the previous year-be distributed according to the Third determination of the

basis ol'diVisiou ol'revenue among counties, since the Fourth determination has

ttot bcen approvcd b)' Parliarnent'
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h) Additionally, rhe 'I-reasury proposed Ksli.69.8 billion in additionai allocations

(botlr conditional and unconditional) to county govemments fol FY 2025126, Of

this amount. Iftir.12.89 billion would be financed from the National

Government's share of revenue, and Ksh.55.07 billion fi'orn loans and grants

provided by development Paftners'

2.2 Submissions by thc Council of Governors

17. The CoG appeared befole the Cornmittee and submitted as follows-

General Comments

a) The Coulcil of Govelnors (COG) expressed appreciation for the Senate's support

ir-r enablipg devo[,ed units to fulfil their mandates through proper financing and

ovcrsight. While thcy aoknou,ledged the Senate's recommendation of Ksh.465

billion as the eqr-ritable share forcounties in FY 2025126, the COG maintained

tl-rat the arnount is insufficient to meet counties' actual financing needs.

b) 'l'hc Council of Governors argued that county allocations did not reflect the

cxpandeci tlscai space or projected 5.3% economic groMh. They noted a five-

yearclisparityu,lrcrecounties,sharerosebyorrll,Kslr.TO.gbilliorrcomparcdto

Ksh.7O2.6 billion fbr the nationai govelrunent. They called fol a review of the

revcnue siraring fl'amework and proposed a rninimum allocation of Ifth' 536.88

billion for I;Y 2025126.

c) 'l'lie COG also notcd that thc Division of Iteventte 8i11,2025, did not consider

thc I'inapcial irnplicatiols of 1ecenti1, delineated and gazelled functions betrveen

national apci county governments. They called fol urgent identification and

trans{br of attendant resources to counties, as required by previous sumurit

rcsolutions, to ensllre counties could effectively perform these additional

iunctions.

d) Regarding baselir-re allocations, the COG obselved that the current baseline for

counties hacl been reduced to Ksh.387.425 billion from the eat'lier I(sh.400.117

biliion, even as the national governrpent's allocation lvas restored through

sllpplcllcntary budgcts. l'hc COG recommended reinstating the counties'

basclinc allocatior-r to I(sh.400.117 billiou, in lir-re vvith the Division of Reventte

Act,2024.
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e) 'l'hc COG raiscd concerns about recent cabinet resolutions on State corporation'

rcfornts, which involved merging, dissolving, or transferring several state

corporatiolts, iucluding fhose perforgiing devolved functions' 'fhey emphasized

that. in accordance with the principle of t'esources foilowing functions, any state

cor.porations perforrning devolved fturctions should be transferred to counties

along with thcir resources,

lbr IrY 2025126.

ar-rd this should be Ieflected in the revenue divistot't

f) Adclitionally. the COG pointed out that counties continued to face unmet

finapcial obligatiols ald deficits due to previous budget cuts, u'ith 1o additional

allocations provicled to address outstanding non-discretionary expendirures'

'llrc1, recommeldcd that tl-re Division of Itevenue Bill,2025, should provide for

these expenditures alising from national government poiicies and projects'

g) Finally, the COG cr.iticized the lack of enforcement of iegal provisions meaut to

protect oountics' equitable share fi'om revenlle shortfalls. Despite legal

sal-eguarcls, counties had sr-rffered budget cuts while the national govet'nment's

budgct was restored, undermining the stabiliry and predictability of revenue

allocation. I'he COG urged the Senate to ensufe that counties' allocatiolls lvere

protectcd as envisaged in the constitution and relevant laws.

Spccific Comments

h) 1'he CoG recommended that the Bill's schedule be amended so that the riational

govel.runent receives I(sh.2,290,308,L64,884 and counties receive

I(s1r.536,880,000,000, instead of the proposed Ksh.2,419,382,005,336 for the

natiolal govcrnltlcllt and I(sh.4 05,069,420,19J'for counties.

i) 'l'hc council oIGovelnols (coG) proposed the removal of the Equalisation Fund

arrears item fi.om the Division of Revenue schedule. They argued that each year's

Iiurci aliocation is specitic and including arrears in future Division of Revenue

Acls leacis to double all0cation and roduces shareable l'evellue- with arrears

cxcecdir-rg I(sh.60 billion, the Council recomn-rended that they be addLessed

tl1rough a scparate Equalisation Fund Appropriation Act and protected froni

changes under National Governrnent Appropriation Acts'
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2.3 Submissions by the Commission on Revenuc Allocation (cRA)

18. CI{A appeared before the Committee and subrnitted the follor,ving-

a) CI1A potecl thc need to corect the constitutional basis for equitabie sharing

behveen the national and county governments r,vhich is Article 202(l), not ALticle

203(2), which only outlines t'evenue-sharing criteria.

b) 'I'he Cornrnission highligirted a significant decline in county governments'share

of the national budget, fromlO.4o/o inFY 2024125to9.3Yo inFY 2025126,wh11e

the nationai executirre's share increased. CRA recommended allocating Ksh

417.4 billion to counties, stressing that lower allocations utdermine service

delirrer] and coutravene the objectives of devolution.

c) CRA aiso objected to how the Bill categorizes "national intet'est" by including

clcvolved functions such as youth empolverment and irrigation. 'fhey argued that

national intcrcst projects can be implemented by either level of government and

must 1'espcct thc constitutional allocation of ft-rnctions under the Irourth SchedLrle.

d) Additionally, CI{A opposed the inclr,rsion of the Natior-ral Government

Constituencies l)evelopment Fund (NG-CDF) and tl-re Affirrnative z\ction Fund

in tl-rc list of statLltory dedr-rctions fi'om sirareable revenue. They clarified that

thcsc arc lhncied li'on-r the national government's cqr-ritablc share, not deducted

belbre revenuc is sl-rared.

e) fhe claim that tirc national govet'nment is left r,vith a negative balance after'

aliocations, CI{A pointed out that several listed expenditures-such as NG-CDIr,

state lau, office, and the DPP-are national goverrunent fitnclions. Ihus. the

claim ol'a deficit is rnisleading since the Constitution recognizes only tvvo lcvels

of government.

1) CRA also corrccted the Bill's reference to the applicable revenue-sharing

ibrmula, clarilying that the Third Basis expiled ,.vith FY 2024/25. 'I'he Fourth

Ilasis has alrcady bccn submitted to Parliament, and the Senate is expected to

gr,riclc its inillleurcnttition from FY 2025126.

g) Finally, cI{A ciisagreed with the Treqsu'y's justification that paying I(sh.2.7

billion ir-r Ilqualization F-r-rnd arrears Iimits capaciry to increase county allocations.
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1-hey emphasized that t1-re Equalization Fund is a separate constitutional

obligation aud not a valid reason to suppress county equitable share gr:or'r'th'

2.4JointSubrnissionsbl,thelnstituteofCertiliedPublicAccountantsofl(cnya

(ICPAK) and Bajeti Hub

19.ICPAI( and llajeti IIub made the following submissions on the Bill-

a) ICPAI( and Baieti I{ub expressed concem over the declining proportion of

county equitable share in total sharable revenue, which dropped lo L4'29Yo tn

2025 h.om 14.61% rn 2024, despite a nominal increase in allocations. They

e.rphasized that while the legal rninimum of \5o/o of the iast audited revenue is

rnct, counties receive a sluinking portion of the overall public resources' They

r.econ-ipcndcd aclopting the cl(A's proposed allocation of I(sh 417.4 biilion and

urgccl thc 'l'rcasury to use inflation rates rather than revenue glor'rrth as a basis for

dctcrminiug equitable share.

b) 'flrey criticizcd the continued reliance on outdated FY 2020121 audited revenue

figgres for delermining the Equalization Fund allocation. Although I(sh 7'85

billion \,\,as l]roposccl fbr l;Y 2025126 with Ksh2.7 biiiion for arrear$, they argued

that this limits tl-re l'ur-rd's rcicvance and effectiveness. They called fbr prompt

approval of updafed financial statements, a clear payment plan for arLears, and

robust rnonitoring to ensure funds benefit marginalized areas'

c) 'fhe submission pointed out the lack of clarity around allocations labelled under

,Narioual Intcrcst" such as the I(sh 11.175 billion ealmalked for 'Youth

Ii'rpowerrncnt', 'l'hey calied for detailed justifications and consistenoy u'ith legal

critclia, recommendilg tralsparency in how such programs al'e identified and

fi-rnded across fiscal Yeals.

d) 1'hcy argued that using 2013 cost data to allocate resoulces for devolved

Iuncrions is outdated due to population glowth and rising service deliverl' costs

like cleotricity. They urged Parliament to maudate a fresh costing exercise based

on reccnl delir-reation of functions by IGTRC'

e) while noting projected growlh in oldinary l'evenue to Ksh 2.84 triliion Ibr FY

2025126, thcy rvarnecl that actual collections often fall shot1, underscoring the

lccd lor rcalistic forecasfipg. fhey recommended imploving tax collection'

211'\'('ii(lJilt'.1()ttt'it!)iti'viotrt'fRarcnrreljill:025



r.educing leakages, and diversifying revenue sources to avoid overreliance on

taxation.

i) T'he subrnission highlighted a persistent gap between OSR targets and actual

collectiols, with a I(sir 22 billion shorlfall in FY 2023124. They cited r'veak

enlbrcement, outdated baselines, and planning gaps as causes. To reduce reliance

on national transfcrs, they recommended strengthening county l'evenue systems

and setting realistic largets.

g) I(enya's public debt rose to Ksh 10.58 trillionin2024, hitting 63% of GDP. The

growing cost of debt servicing, projected at I(sh 1.6 trillion-was said to crou'cl

o1lt development funding and potentialiy reduce county allocations. The teat11

recommcndcd stricter adhercnce to debt limits under the PFM Act, better

reporling, and aligrunent between the Division of Revenue Bill and officialdebt

data to ensllre accurate fiscalplanning.

li) In thcir genelal sr-rbmissions, ICPAI( and Bajeti I{ub r"rrged Parliament to ensure

thc I)ivision o1'Ro,enue Bill (DORB) reflects recent IGRTC directives that

dcliucatc liurctions betwecn the nationai and coltnty governments. Thel'

entphasized that the National Treasury must explain hor,v the current revenuc

framework aligns u,ith and suppofis the deepening of devolution.

i) '1'he1, lsgsmnended increasing counfy ailocations r,vithin the DOI{ frametvork,

cspccialll, consiclering recent national legislation-such as the Social Flealth

Insurapce Act and the Prirnary Ilealth Cale Act-r,i4ricl-r imposes additional

adrninistrative and service delivery responsibilities on counties. Despite this. the

I'iscal fi'arnelvork for 2025/26 shou,s a decline in the counfy expenditure share

l}om i 0.4o/o to 9.3%.

j) 'l'l-rc sr-rbn-rission also called on Parliamenl and the National I'reasr-rry to create

l.rscal spacc for counties by refolming or r,r,inding up state cot'porations that

dr:plicare counry lunctions. fhey highlighted that entities like I{egional

Dcvelopmcrrt Ar-rtirorities, parlicularly in the WASI{ sector, perforur roles that

colu-ttics arc alreacll, tnandated to carry pllt.

k) t,astly. they proposecl strengthening intergovernmental fiscal relalions,

inproving financial oversight and accour-rtability, enforcing liscal discipline
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through lealistic projections, and enhancing public participation in budgeting to '

promote transparency and responsiveness to citizen needs.

2.5 Submissions b1'thc County Assembly Forum (CAF);

20. CAI; maclc the lollou'ing submissions-

a) 'l'hc Cor-rnty Asscmblies Forum (CAF) recommended an enhanced allocatiou of

Ksh 450 billion to counties, stating that it better reflects counties' risir-rg fiscal

demands, inflation plessures, and constitutional obligations. They noted that both

the CI1A and J'reasury had agreed on maintaining the baseline of Ksh 387 '4

billion il-om i;Y 2024125 bur differed on the incLentent, with CRA proposing I(sli

417.4 billion--still short of rvhat cAF considers adequate.

b) CAF justified their proposal by citing increased non-discretionary expenditures

-€ * thc county levei, such as the I{ousing Levy, Social Health Ituurance Fund

contributions, anci L,ilIC rollout costs. These were said to stlain county budgets

apd are r-rot iully acldressed in the National 'freasuty's lowet' allocation'

z\dditionaliy, CAI'- highlighted that Coun lies t1

u,hicl-t undertlines their ovcrsieht, Ieeislative,--- and represen tation functiot-ts,

particr-rlarly thc u,ork of courmittees like PAC and PIC that ensure fiscal

acco uutabilitl,.,-_.- \
c) 'l'hc1, also rel'crencccl economic pressures, including rising inflatior-r and utility

costs, arguing that a static or modest increase in county allocations would erode

scrvicc delivery capacity. The ploposed Ksh 450 billion would provide stability

and allow counties to sustain essentiai selvices amid economic volatility. CAF

also poled that their proposed ailocation aligns with Article 203 of the

Constitution, as it represents approxirnately 28.5% of the last audited national

revenue, thereby meeting both the legal minimum and the spirit of equitable

distribution,

d) l;urrthcrmor.c, CAIr emphasized that increased funding is essential to realize the

-* 
gains of devol-rtiou and to support county development priorities, such as

ildgsrrial parks, youth aucl women empowerment proglams, and the completion

o1'stallcd projects.
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e) Tirey concluded by calling on the Senate to reject the Treasuty's proposal,

improve upon CRA's l'ecommendation, and adopt the Ksh 450 biliion proposal

to enslu'c counties are aclequately resourced to rneet their obligations and

strengthen devo lution.

2.6 Submissions by the Kenya Devolution Civil Sociefy Organization Working

Group

2 L T'he KDCWG sr-rbrnitted as follows-

a) 'l'lre I(en1,a I)evolution Civil Society Organization Workirrg Gror,rp (KDCWG)

submittcd that the proposed Ksh 405. i billion allocation to counties in the

Division of Revenue Bill 2025 fell shoft of constifutional requirements. They

noted that this amount represented 14.26% of ected nationai revenLle,

u4ricl-r contraveue z\rticlc 203(2) of the Constitution that sets a minimum of l5%o.

'fl'rcy also pointcd out that outdated audited accounts fi'om FY 2020121 were used

as a basis instead of the latest ones, leading to underfunding of counties.

b) I(DCWG argr-red that counties deserve a largel share-at least Ksh 677.3

billion-rvhen accounting fol devolved functions curt'entl1' stiil performed by thc

nationai govcrnment, such as library services, fertilizer procut'eme_nt, and urbatl

1'oaqls, 
'fhey criticized the rejection of the Commission on Revenue Allocatiou's

recommendation of Ksh 417.4 billion, which rvas done u,ithout justification by

thc National Asscmbly or Tt'easury.

c) On the Ilqualization Fund, the group maintained that its implernentation should

be cor-rnty-lcd sir-rce the targeted services (health, \,\ratel', roads) are devolved

'l'hey proposecl that such funds be given to counties as conditional grants, in lir-re

r.r,ith Schedulc 4 of the Cor-rstitution.

cl) 1'hey furthcr exprcssed concern ovel p*g5_l{gnl q4gIl1l3tr|ytryglr.igglg!"

sharc to connties, no ting violations of Article 219 and Section 17(6) of the Pl;NzI

z\c1. Q1_.t]4il 42I. gfblrsenlenlr 
l1ad 

onll b99n madc r"rp to February. l'hey

also highlighted new revenue streams-such as the Hor-rsing Levy and Social

Ilealtl-r Insurance Irund-allocated to tlre national govemment despite housing

and hcalth being county ftinctions.

only
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c) 'l'he gr.or-rp also criticized the impact of ballooning public debt on collntles,

stressilrg that they are ncitl.ier consulted nor shielded frorn its consequences' 
'l'he1'

insisted that allocations made under the guise of "national interest" should be

broken dorvu and partly executed at the county level'

0 I1copclusioir,I(DCWG tuged the Senate to aliocate no less than Ksh 677 billioti,

cllslrrc fr.rll costipg and transfer of all devolved Iunctious, enfot'ce timely

ciisbr-trsctncnts, fast-track approval of audited revenue, and pass legislation to

opcrationalizc the Equaiization Iiund with county govelnments invOlvement'

2.7 Su.bmissions by the Coast Civil Society Nefwork for Human Rights

22.'llteCoastCivilsocietl'Netu'orkforHumanRightssubmittedthefollowing;

a) 'l'he Coasr Civil Society Network for Human Rights cliticized the proposed

allocation of I(shs. 405.1 billion to counties, noting that it falls belorv the

Commission on Revenue Allocation's recolrlmendation of Kshs. 4I1 .4 billion'

liurther, that the allocation amounts to only 14.26% of projected natior-ral

r.cvenltc, fallipg shorl of thc constitutional threshold of 15%o as lequiled under

Article 203(2) of the Constitution.

b) 'l'lre Netu,ork objected to the use of outdated202Ol21 audited revenue figLrres in

dcler.rninir-tg county allocations, instead of the mot'e recenl 2023124 accounts'

'l'lic1, pointed out that usirrg cuuent audited figures would entitie counties to at

lcasr I(shs. 620.7 biilion, based on the present revenue-to-ailocation propo|tion

o125.19Yo.

c) Thcy cxplessed concern that county functions have expauded, including the

devolution of services such as libraries, yet the funding allocated has not been

adir-rsted accordingly. Meanwi'rile, the nationai goverrurent continues to retain

control ovcr I'upctions Iike urban Loads, health staffing, and fertilizer

distribr-rrion, limiting counties' ability to fully deliver services'

ci) fhe Network recommended that the Senate revise the allocation upwards to

I(shs. 677.3 billion, cornprising Kshs. 405.i billion curently proposed and an

a<Jclitiolal l(shs. 212.2 billiol identified by the Intet'govermneqtal Relations

'l'eclurical Committee as ueeded for fully devolved functions'
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e) 'fhey raiscd concerns over delays in disbursing county funds, noting that by

April 2025, county governments had only received disbursements up to

February. They argued that such delays contravene Article 219 of the

Constitution and Section 17(6) of the Public Finance Management Act and

urged thc Senatc to intervene,

I) fhc Network highlighted that new national-level revenLle streams such as the

I-Ior-rsing Levy and the Social Health lnsurance Fund relate to devolved

functions, yet are managed centrally, which undermines counties' financial

autonomy and ability to implement their mandates.

g) fhey also criticized the influence of ballooning public debt and vague "national

interest" considerations in revenue sharing, warning that these factors unfairly

disadvantage counties and that national priorities should be addlessed rvithin

colrnty contexts as well.

h) The Network proposed several legal reforrns, including cornpelling full transfer

and costing of dcvolved functions, mandating timely approval of audited

xivenue accounts, and instituting an automatic approval mechanism if the

National Assernbly delays beyond six months.

i) 1'[cy called on the Senate to facilitate a conditional grant to Makadala Hospital

in Mombasa, which supports several coastal counties but suffers fi'orn

inadequate funding and resources.

j) Iiinally, the Nefwork urged the Senate to pass the Equalisation Fund Bill and

ensllre that the fr-rnd is administered thlough counties in line u,ith constitutional

mandates, particularly to support marginalized regions.
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CHAPTER THREB

OI}SERVATIONS AND RECOMMENDATIONS

3.1 Obscrvations

23.'I'lic Commitlec, having considered the Bill and submissions from stakeholders,

made the lbllowing obsel'vations. That-

a) fhcr-e has bcerl rnarginal growth in the county eqr-ritable share from previous

Irsalcial ycars, despite the substantive growth in shareable revenue' In FY

2025]26 vr,hiie shareable revenue is estimated to grori' by i0.i percent

(I(sh.259.1 billiol increase), counties are ploposed to get an iucrease of

I(sh.17.7 billion from this levenue growth. This is equivalent to 6'8 percent of

this projected t'evenue grouth.

b) 'fhc National 'I'rcasury advised the Committee that the performance of ordinary

revenue in the Financial Year 2024/25 hadconsistentiy fallen below talget rvith

the shorti'all widenir-rg each month and reaching a cumulative amount of

Ifth.142.8 billiol by March, 2025. The National Treasury estimated that the

rotal ordinary revenue fol FY 2024125 would be Ksh.2,435.1 billion, falling

shorl of tl-re or.iginal target by Ksh. 482.1 billion. Given this undelperformance,

the National 'I'reasury indicated that the eat'lier revenue forecast for FY

2025/26 was no longer realistic and proposed that the projected sharable

revcnuc lbr I;Y 2025126 should be Ksh'2,756,978,546,059'

c) \Vliilc tltc Division of Revenue Act sets ot-tt the allocation to each level of

go\/crnment and allocation to tl're Equalization Fund, there have been budget

carryovel's (r-rndisbursed fr-rnds) of equitable share at the end of the financial

year.'l'his meaps the plovision underthe Bill (clause 5(1)) stipulating thatthe

Natio.al Govemment solely bears tire shorlfalls in revenue collection is

br-eaoire<1. I;or instancc, an allocation for FY 2023124 amounting to Ksh'30'8

billion was tr-ansferred to the counties in FY 2024125.

. d) Whereas thcre have been consistenl allocations and appropriations to the

l...qualizatior-r Fund by Parliament, there has been a delay in transfels to the

l'lre totai disbursernent to the Fund as of June 2024 was Ksh' 13 '4 billion

27 I
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out of the total entitlernent of Kshs.62.4 biliion. Five years to tl-re lapseof the

lrund as per Alticie 204(6), the objectives of the Fund are far frorn being

achieved.

e) 'fhe Bill indicates that the most recent audited and approved accounts of

revenue are for FY 2020121, amounting to Ksh.I,510.6 billion. Flowever, the

National Assembly, on 15tl' April, 2025, approved the audited accounts of

lcvcnue o1'I(sh.1,920,434,085,078 as the total nationally collected revenue of

l;Y 2021122. 'I'ltis means thc most recent audited revenue received and

approved by the National Assembly to be applied in the Division of Revenue

B1Il,2025 is I(sh.1,920.4 billion for FY 2021122. This change in the rnost

recent audited revenue implies tirat the funds allocated to counties, being

I(sh.405.1 billion, is eqr,rivalent lo 21.09 percent of the latest audited and

approved revenue.

f) Following the change in the most recent audited and approved accounts of

revenLre (fi'orn Ksh.1 ,570.6 billion to Ksh.1,920.4 billion), the allocationto thc

llqr-ralization Iiund must be adjusted in order to meel the constitLrtional

obligation nncler Alticle 204(l).

g) An ar-ralysis of the Bill in light of the plovisions of Article 203(1) of the

Constitr-rtion rerreals that the specified mandatory expenditures make up 87.5

perccnt ol'thc cstimated shareable revenue for FY 2025/26. As a result, it

mal<cs it dilllcult to equitably share the remaining amount betrveen the two

levels of government.

h) Clause 3 of the Bill states that the object and putpose of the Bill is to provide

lor the equitable sharing of revenue raised nationally among the National and

colrnty governments in accordance r,vith Article 203(2) of the Constitution.

Article 203(2) o1'the Constitution holvever provides the minirnutl share of

rcvenLle due to county governments and the ploper constitutionai provision

providing for the sharing of revenue as proposed in clause 3 is Article 202(l)

as rcacl togethcr r,r,ith Article 203 of tlre Constittttion.

i) Ovcr tlrc years, the county equitable share has on average been2.23o/o o{'GDI'].

Noting rhar in l:Y 2025/26 nominal GDP is projected to be I(sh.19,212 billion,

\'(.'i r\il.l llt'/tr1 t rt17 l)it'i.tittrt rrl Rc'rr')7tri! ltill -1()15

t
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rhc county equitable sharc percentage of GDP should be mailtained at the sarne

lci,cl and iurther an additional I(sh.34.93 billion be provided to rneet thc cost

o1- the non-discretionary expendifules listed below-

i) IIor-rsing levl' 61.6u.tions- Ksh.4.1 billion

ii) Iinhanced Contribr-rtions to the NSSF- Ksh'6 billion

iii) Matchilg allocatiop to the CAIPs ploject- Ksh.11.8 billiop

iv) Matching allocations for the CHPs- Ksh.3.23 billion

r,) Annual u,age incremeuts -IPPD annual adjustment- Ksh.6.3 billion

vi) llasic Salary increment as perthe Doctors CBA 2Ol1l21;Execution of

the Retuur l'o Work Fotmula (RTWF)-Ksh. 3'5 biilion'

3.2 llecommcndations

24.Ilavingcousidered the Bill and submissions fi'om the stakeholders, the Committee

rccommcrr6s that the Senate approves the Bili with the following amendments-

a) CIaLrsc 3 bc arrcncled to make reference to Article 202(1) of the Constitution

u4rich rcquircs revenue raised nationally be shared equitably between the

National and couuty levels of government; and

b) 'i'[c Schcdule to the Bill be amended to reflect the following-

i) 'I'he total sharable I{evenue Ksh2,756,978,546,059;

ii) 1'he prost recent account of revenue as approved by the National

Assenrbly as Ksh. 1,920,43 4,08 5, 07 8 fot' FY 2021 /22;

iii)NationalGovernmentshare-Ksh2,279,638,176,610;

iv) Countl' govcrlrllent share - Ksh'465,001 ,459,673;

v) Allocation to the Equalization Fund - Ksh.9,602,170,425 (0.5% of

tttost Lecent apploved accounts ofrevenue); and

vi) The Equalization Fund an'ears- Ksh2,736,139,351'

\r'l'r( lt !lt't)ot t t)it l)itititttr r'/'llettntrc Ilill :(i:5zsl



Appcndices

a) Committee stage Amendments

b) Minutes of the Committee

c) Submissions from stakeholders

d) Public Adverl
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Annex 1- Comrnittee

Stage Amendments



73tt'May,2025

The C1erk of the Senate,

Parliament Buildings,
NAIROBI.

RE COMMITTEE STAGE AMENDMENTS TO THE DIVISION OF
REVENUE BILL, 2025 CNATIONALASSEMBLY BILLS NO. 10 OF202s)

NOTICE is given that Sen. (Capt.) Ali Ibrahim Roba, the Chairperson to the Standing

Cornmittee on Finance and Budget intends to move the following amendments to the

Division of Revenue Bill, 2025, National Assernbly Bills No.10 of 2025, at the

Cornmiftee Stage-

CLAUSE 3

THAT clause 3 of the Bill be amended by deleting the expression"203(2)" appearing

imrnediately after the words "accordance with Articie" and substituting therefor the

expression "202(l)".

SCHEDULE

THAT the Bill be amended by deleting the Schedule and substituting therefor the

fo llor.vin g new Schedule-

SCHEDULE (s.4)

ALLOCATION OF IIEVENUE RAISED NATIONALLY BETWEEN THE

NATIONAL GOVERNMENTAND COUNTY GOVERNMENTS FOR THE

2025 / 2 6 FII\ANCIAI YEAR

Dated l3llM?y,.2_Q?5,.

*

Sen. (Capt.) Ali Ibrahim Roba,
Chairperson,

Standtng Comnittee on Finance and Budget.

1

Type/ level of allocation Amount in Kshs. Percentage (o/o) of the FY 2021122

audited and approved Revenue of
Ksh.1.920.434.085.078

A. Total Shareable Revenue 2,835,040,919,609

B. National Govenrrnent 2,3s7 ,700,610,160
C. Equalization Fund t2,338,909,776

of wlticlr, a) 0.5 Per Certtunt 9,602,170,425 050%
b) An'ears 2,736,739,351

D. County equitable share 465,001,459,673 24.2r%
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ENATE ST ING COMMITTEE ON F'INANCE BUDGET HELDTHE S

A

ON AY TTI Y 2 CTO

HOT T 4.00 P

I'RESENT

1. Scn. (Capt.) Ali Ibrahirn l{oba, EGH, MI'}

2. Sen. Maurcen l'abitha Mutinda, MP

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

4. Sen. Mohamed Faki Mwinyihaji, CBS, MP

5. Sen. I{ichard Morroirna Onyonka, MP

6. Scn. lrddy Okctch Gicheru, MP

BS WITH APO Y

l. Scn. Shakila Abdalla Mohamed, MP

2. Sen. Mariarn Sheikh Omar, MP

3. Scn. Ijstl'rcr Ol<cnyuri, MP

SECRETARIAT
L Mr. Christopher Gitonga

2. Mr. I)avid Ngarnatc

3. Ms. I-ucy I{adoli

4. Mr. Kirninza Kioko

5. Mr. Constant WarnaYuYi

6. Ms. I{osc Omuterc

7. Mr. Jarnes Ngusya

LLI YLE

Chairperson
Vice-Chairperson
Member

Member

Membcr
Member

Mernber

Member

Member

IN/SEN F&B,n22

- Clerk Assistant

- Clerk Assistant

- I-egal Counsel

- Fiscal AnalYst

- Researcher

- Audio Officer
- Sergeant-At-Arms

PREIIIMINARIES

'l'hc Chairpcrson callcd the rnceting to order al404 p.rn. 1'his was followed by a rvord of

praycr

/scF&B/1226/2025 ADO ON OF THE AGEND A

'l'hc agenda was adoptcd altcr being proposed by Sen. (Dr.) Boni Khalwale, CBS, MP, and

sccclndccl by Scn. Richarcl Mornoima Onyonka, MP, as listed bclow-
a



1. Prayer:

2. Adoption of the Agenda;

3. considcration of the draft reporr on the Division of Ilcvcnuc Ilill.2025 (National

Assembly Ilills No' l0 of 2025);

4. Adoption of thc Itcport on the Division o1'I{cvenuc I}ill, 2025 (National Asscrnbl,v

Ilills No.10 of 2025)

5. Any other llusiness; and

6. Adiournment and Date of the Next Meeting'

MIN/SEN/SCF&B/1 227l2025 CO ERAT FT RAFT RT

THE DIVISION EVENUE BILL, 2025OFR
ON MB BI . l0 0 5

'l"hc Cornrnittcc considered its draft report on the Division of Rcvcnuc Ilill. 2025 (National

Asscnbly Bills No. 10 of 2025) and madc thc follor,ving obscrvations-

a) l'hcrc has bccn marginal grou,th in thc collnty ccluitatrlc sharc lrotl1 prcviolts

llnancial years" despite the substantive growth in sharcablc rcvcnuc. In l;Y 2025126

while shareable revenue is estirnatcd to gror,v by 10.1 pcrccnt (Ksh.259'l billion

increase), counties are proposed to get an increasc of Ksh.17.7 billion li'om this

revcnue growth.

b) Whilc thc Division of Revcnuc Act scts out thc allocation to each lcvcl o('

governmcnt and allocation to the tlqualization lruncl. thcrc havc bccn budgct

carryovcrs (undisbursed lunds) of equitable sharc at thc cnd of thc financial year'

-l-his 
rneans this provision of the National Govcrnmcnt to solcly bear thc shortlalls

in revenue collection is not fulfilled'

c) Whereas thcre have been consistent allocations and appropriations to thc

I]qualization Irund by the Parliarnent, thcrc has bccn a dclay in transl'crs to thc l;und'

I.hc total disbursemcnt to the Fund as of Junc 2024 was Ksh. 13.4 billion out of thc

total entitletnent of Kshs'62'4 billion'

cl) The Bill uses the most recent audited and approvcd accounts ol'rcvcnue 1or FY

2020121, amounting to Ksh.l ,570.6 billion. Flowcvcr' thc National Assernbly on

15th April, 2025. approved thc auditcd accounts of rcvcnuc of

Ksh.1 ,g20,434,085,078 as thc total nationally collcctcd rcvcnue of l;Y 2021122'

c) lrollowing the change in the most reccnt auditcd and approvcd accounts of-revcnuc

(frorn Ksh.l ,510.6 billion to Ksh.l,g2o.4 billion), thc allocation to lJclualization

Irund must be adjusted in order to meet the constitutional obligation under Article

204(1).

a
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D Clausc 3 on thc object and purpose of the Bill rnakes reference to Article 203(2) ol'

rhe Constitution instcacl of Articlc 202(l) which provides lbr thc sharing of revenuc

raiscd nationally betrveen the two levels of governtnent.

g) County government expenditure needs have sharply grown due to increase in non-

discrctionary cxpcnditures such as contribution to housing levy, NSSF, Social

Ilealth Insurance liuncl, Matching of contribution to County Aggregated industrial

I)arks. annual wagc clrilt among others.

h) As subnittecl by thc Cabinet Secrctary, National Treasury and Economic Planning,

the projccted sharable revenue for FY 2025126 had been revised fiom Ksh.2,835

billiorr to Ksh.2,7 57 billion

MIN/SEN/SCF&B/1 228l2025 ADO ON OF THE, RE RT ON THE

DIVIS ION OF REVENU BILL. 2025

NAT AL ASS LYB 10 0F 25

liollowing deliberaticlns, considerations of stakeholders' subrnissions, the Cornmittee noted

that county cquitable share should be infonned by retlcct thc GDP growth as well as thc

non-discrctionary expcnditr,rre requirement. 'fhus, the Comrnittec resolved-

a) Noting that ovcr thc ycars, tl"re county equitablc sharc has on avcragc becn2.23o/o

ol'(it)p, and I;y 2025126 nominal GDP is projected to bc Ksh.l9,2l2 billion'

Ksh.3 87 .425 billion should bc adjusted such that county equitable share perccntagc

of GDP is rnaintaincd at the salne level, and

b) Furthor, providing lbr Ksh.34.9 billion to cater for the following non-discretionary

cxpcnditurc-
i) Ilousing levy dcductions- Ksh.4.l billion

ii) Irnhanccd contributions to the NSSF- Ksh.6 billion

iii) Matching allocation to the CAIPs project- Ksh.l 1.8 billion

iv) Matching allocations lor the cFIPs- Ksh.3.23 billion

v) Annual r,vagc incrcments -ll'PD annual adjustrnent- Ksh.6.3 billion

vi) Basic Salary increment as per the Doctors CBA 2017l2l; Execution of thc

Itcturn'l'o Work Irorurula (l{TWF)-Ksh' 3'5 billion'

Conscquently. the Cornrnitteo unanimously adopted its report having becn proposed by

Scn. I1ichard Mornoirna Onyonka, MP, and sccon<ied by Scn. Maureen Tabitha Mutinda,

MI), u,ith thc recotnrncndation that-

a) Clar_rss 3 bc amcndccl to makc relerencc 1o Article 202(l) of the Constitution; ancl

b) l'hc schcclulc be atncnclcd to rclloct the lbllowing-

i) 'l'hc total sharablc Revenue Ksh.2,756,978,546,059

ii) 'fhc most rcccnt approved account of revcnue Ksh. 1,920,434,085.078'

iii),fhc National govcrnmcnt share- Ksh. 2,2]9,638, 1 ] 6,610

iv) 
.l.lrc 

County .tl()Vcrnmcnt share - Ksh. 465,001,459,673

a
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v) 'l'he [iqualization lrund -Ksh.9,602,170,425 (0.5% of most rccct-tt

aPProved accounts of revenue)

vi) fhe Equalization Fund arrears- Ksh2,736,739,351

MIN/SEN/SCF&B/122912025 ANY OTHERBUSINESS

'l'hc Chairperson inlormed the Cornrnittee the status o[the motion on thc lburth basis and

issucs raised during the plenary. Following deliberations, the Cornrnittcc resolvcd to

convcne a breakfast meeting, where all Senators will be invite d, on 'l'hurs day, 22nd May,

z0Z5 wirhin Nairobi City County. The purpose of the meeting will bc to brief thc Senators

on the Committee's recommendation on fourth basis for sharing nationally raiscd revenuc

among county governments as contained in the rcport'

MIN/S EN/SCF& B/1 230/2025 U T AND DATE OF NEXT

MEETING

Thc meeting was adjourned al4.46 p.m. Next meeting shall bc by notice

SIGNATURE: . DATE:

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH' MP

(CHAIRPERSON

,
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3. Mr. Milford Bctt
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Commi ssron on Revenue Allocation

7. Mr. Koitamet Olckina

8. Dr. Isabcl WaiYaki

9. Ms. Lineth OYugi

Ins of Ce P

Vicc - Cl-rairPcrsott

Commissioncr

Dircctor. Iloonornic Aflairs

10. Mr. Andrcw Rori

I l.IIilary Onami

12. Mr. Tonl' .lutna

13. Ms. NancY Moraa

Countv Assemblies Forum (CAF)

14. Mr. Setlt Karnanza
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16. Ms. l.onah Losem

17. Mr. Aharub Khatri

1tt. Ms. Christinc Mududa

19. Mr. Austin Munene
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MIN/SEN/SCF&B/1 2 1 5/2025

-r.hc chairpcrson calrcd the rnecting to order at 9.30 a.rn. and thc procccdings col,mcnccd with

arvorilofpraycr..[hiswaslbllou,cdb),aroundol.irrtroclr'rctionsb-vthcMcrrrbcrsofthc
Cornmittee and the stakeholdcrs'

MIN/S EN/SCF&Bll21612025 PTION OF TI{ EAG A

'l'he agcnda was adopted aflcr being proposcd by Sen. Iiddy okctch Gicheru' MP' and

secondcd by Sen. Mariam Shcikh otnar, MP, as listcd below-

1. Prayer;

2. Introduction;

3. Adoption of thc Agenda;

4. Meeting with the cabinet secretary, National Treasury and Economic Planning

to deliberate on the Division of Revenue Bill,2025 (National Assembly Bills No' l0

of 2025); (Committee paper No 135-A);

5. Meeting with the Cabinet Secretary, National Treasury and Economic Planning

to deriberate on the county wards (Equitable Deveropment) Bill,z0z4 (Committee

paper No 136);

6. AnY othcr Business; and

7. Adjournment and Date of the Next Mceting'

tan K ICPA

PRELTMIN

Chair (CAIr)

Secrctary Gcncral (CAI)
cEo (cAF)
Speakcr Mombasa County Asscmbly

I)cputy Clcrk Motnbasa C' asscmtrll'

i)ircctor, I iconornic A1'lairs

Mombasa Cor-rntY AsscrnblY

ES

)



MINiSEN/S CF&IB,n21712025 EETING H ABINE CRE Y

NATION AI, TREAS IIRY AND ECON OMIC

PLA G TO DELI BERATE ON THE T) SION

OF VFJ,NUE B 2025 NAT ONAL ASSE Y

BILLS NO. 10 0F 025): ( PAPER NO

135-A\

lJpon ilvitation, tl'rc Cabinct Sccretary, National Treasury and National Planning sr"rbrnitted

as lbllows-
a) 'l'hc National l'roasury had projected total sharable revenue of KSh. 2,835.0 billion lor

tlrc FY 2025126 as contained in the Division of Revenue BiIl, 2025 submitted to

Parliatnent in IrebruarY 2025.

b) 'l'hc llill proposccl allocation of'Ksh.2,419.4 billion to the National (iovernmcnt,

Colnty (ioycrnmcnts Ksh.405.l billion as County Equitable Share; and KSh. 10.6

billion lor lrqualizaLion lrund, being thc sutn ol'Ksh. 7.9 billion for FY 2025126 (0.5

pcrcent ol'thc rnost recent audited and approved revenue of KSh. 1,570.6 billion for liY

2O2Ol21 as rcquired by the Constitution), and KSh. 2.1 blllion (as arrears to the F'und).

'l-hc allocation of KSh.405.1 billion as County Equitable Share translates 1o25.79 per

ccnt of the most reccnt auditcd and approved revenue .

c) 'l'hc National 'l'roasury has reviewed the performancc of ordinary rcvenuc since thc

subprission o1'thc Divisi<ln of I{evenue llill, 2025 Lo Parliarnent in February 2025. to

be Ksh 2,435.1 billion, reflecting a shortfall of Kshs. 482.1 billion relative to thc

original budgct lor IiY 2024125.

cl) 'l'hat rvith the lorcgoing, that thc ordinary revenlle forcoast of Ksh. 2,835.0 billion lbr

1tY2025126 as oontainccl in the Division of Revenuc Bill, 2025 may not be achicvablc'

c) 'l'hat thc Ministry hacl lnadc clorvnward revision ol'the ordinary revcnue lbrccast Ibr IrY

2025126 ro Ksh 2,757.0 billion, which is Ksh 78.0 billion lower than the Iludget Policy

Statcrnent 2025 proiection o1-Ksh 2,835.0 billion.

i) 't'hc Cabinct Sccretary citcd the belor,v as the factors inforrning the proposed Division

ol'ltcvcnuc ltrr ltY 2025126-

i) 'l'har ovcr thc poriod 2016l17 to 2023124 actual ordinary revonLrc has al\r'ays

bccn bgiou, targct cxccpt fbr liY 2021122, and as suoh evcu the FY 2025126 may

expcriencc such shortlall.

ii) 1'he need to llnance mandatory expenditures under Article 203 (l) of thc

Constitr,rtion.

iii)'l-hat trscal clehcit in financing other rnajor National Govcrnment functions has

ah,ays occasionccl additiolal borrowing rvhich continucs to distort the flscal

Ii.arncwork set out in the annual llUdget Policy Statements and further underminc

govcrnmcnt fiscal consolidation plan'

iv) Irinancing oonstrainls clue to limited access to finanoe in the dornestic and

intcrnational 1lnancial rnarkets'

3



v) Lligh cost of public dcbt service; that tlic pubtic dcbt scrvicc in i;Y 2025126 tryill

account for 52 pcrccnt of orclinary rcvcrluc which is hi-ehcr than tl'rc avcragc (4'1

pcrccnt)overthcpcriocll;Y20161 11to2024125'

g) 'l'hat thc National 'l'reasury has proposcd that equitablc sharc ol'KSh' 405'1 billion to

county (iovernments in by 2025126. 'l'his allocation is a 4.6 pcrccnt incrcasc liour thc

Fy 2oz4l25 allocation ol KSh 381.4 billion r,vhich is consistcrrt rvith thc provision ol'

Articlc 203(l) that envisagcs stablc and predictablc allocations ol'rcvcnuc to county

Govcrnmcnts.'I'he allocation ol KSh.405.1 billion is basccl on thc tlacro llscal

iiarnervork u,hich relics on cxpectccl rcvenucs and cxpcnditurc cotnmitlncnts lbr IrY

2025126.'l'his shall bc sharcd in accordance wilh thc'fhird dctcrtnination of thc basis

ol'the division of revenue among counties approvcd by I'arliamcnt pLlrsuant to Articlc

217 (1) of the Constitution.

h) In conclusion, the Cabinct Sccrctary inlonnccl thc Cotnmittcc that thc National

-freasury proposes to allocate KSh, 69.8 billion as additional allocations (conditional

and unconditional) to County Govcrnments.'l'hal arising I(Sh 12.89 billion r'vill bc

lrnanced lrom the Nalional Government's sharc ol'revenuc. and I(Sh 55.07 billion lionr

proceeds ol'loans and grants lrorn I)cvclopment Partncrs'

Com mittee Observations

I.'olloi,ving the dcliberations the Committoe obscrvcd that;

a) l'hat division of revenue was not proportionate in thc growth ol national rcvcnucs ovcr

the Years:

b) .l.hat 
the division did not cater for the burdened countics whosc expenditurc obligalions

have ballooned with thc ncw govcrnment policics likc Social IIcalth Ar-rthority

Contributions l-lousing lcvy, NSSIr for instance'

c) 'fhe National Govcrnment had factored proiccts in its bud-ect likc thc hcalth

i,liastructurc a function which is dcvolvcd to countics' Iror instancc, Ksh' 50, 000'000/

Mugumo hcalth centro

d) 1.hat therc was a big variance in thc National Governrncnts allocations lcl thc National

Rcfcrral l losPitals.

CF& t2t8l2025 ET w TH CAB TS It.ET Y
MIN/S EN AND ECONOMICNATIONAL TRE ASURY

G D E o HE UNT

WA UIT E VE E BI

PA NO

I'hc Cornrnittce was as follows-

a) Prelirninary "Clause2" should define the terms 'equitablc devcloptnent'and'ward

Projects Identification comfrittee' in the contcxt o1'the Bill'

b) Alrocation of resources for ward dcveroprnont pro.iccts "clause 5 2(b)"' 'l'hat thc llill

designates the ward as the fundamcntal within thc county in rcsourcc sharing' 'l'his
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approach has not guiclcd on unique characteristics including; i. Allocation lo

numicipaliries and cities and; ii. Allocation to transboundary projects across wards.

c) "Clattse 3 (a)" Allocation ol60% of resources for rvard devclopment projects. 'l'hc CS

raisccl conccrn ovcr the rationale for allocating no less than sixty percenl o/' the

developntent budget? 'I'hat Proposing such a high allocation may irnpedc county

govcrnments' ability to undertake these esscntial transformative projccts. Hc opined

rhar thc Counry |itcgrated Developrnent Plan (CIDP) guidelines providc for the

iclcntilicati<tn and linancing o1'transformative or llagship projects at the county lcvel.

d) Allocation ol'resources for Ward developrnent projects "Clause 6 "that the Bill

Introduces a clausc to address the challenges that occur when thcre is a delay in

obtaining approval for the Resource Sharing Irormula following its expiration.

c) In thc Idcntil.rcation ol'Ward based projects for equitable developrncnt within wards

"Clattse 7 (3)", thc CS rccolrunends that the Ward Projects Identification Comtnittcc,

althoLrgh cstablishccl by the Cor-rnty Executive Cornrnittee Mernber (CECM), should

hetvc bccn norninatccl by thc community through a democratic proccss at the ward level,

in accordancc with the criteria outlined rn " Clauses 7 @) and 7 ( 1 0) " .

1) Idcntil-rcation of Ward based projects for equitable development within wards "Clause

7 (3) "'l'hc sohodulc should be enhanced to ensure that;

i. Irro.iccts arc idcntificd by the community at the grassroots lcvel, as indicated in

"Clcttne 7 (12)".'l'hcsc projects must undergo screenin-e through thc pro.icct

managclncnl process to assess cost estimates and viability, including I'easibility

sludies and cnvironmcntal and social safeguards;

ii. 'l'hc cornmittcc should make provisions to prioritize oommunity projects that

arc incomplctc. ongoing multiyear projects, and stalled pro.iects lbr l.urther

suPPort;

iii. A clccision is neodcd rcgarding the financing ol community invcstmcnts that

rccluire rnaintenance and sustainability rncasures fbr thc projccts;

iv. Subrnissions liorn the cornmittee should be organized in order of pri<lrity, as

agrecd upon in thc ward public participation forurn; and

v. Ward projccts shoulcl be sourced frorn the project lists gcneratcd during publi<;

pzrrricipation on thc County Integrated Development Plan (CIDP) and Annual

Dcvclopl-rent Plan (ADP), which serves as thc basis for any linancing to thc

County Govcrnment;

g) Idcntification ol-Ward based projects for equitable development within wards "Clause

B ( t ) " that thc pro-iects subrnittecl by the committees should be in order ol'priority given

that thc county cxccutivc committec mepber had designatcd technical olhccrs to thc

cornmittccs in "ClcruseT (13)" to handle other technical issuos.'l'herelbre "Clause B

(1) " should thus bc consolidation and haymonization of ward priorities in line with the

County Intcgratcd I)cveloprnent Plan. ii. The CECM should cnsurc that thc provisions

o f thc Pub l i c F i nanc c Mana-qement (Pub l ic Investtnent Management) Regul alions, 2022

arc adherccl to in thc projcct identification, approval, and exccution proccsscs.
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h) Identification of ward based projects for equitable development within wards "CLause

l0,,thatthe projects shall be based on the broad priorities of thc clDP, ADP arld

County Fiscal Strategy Paper (CFSP)'

i) Inrplementation of projects ,,Clause l2 (4)" that it is csscntial to clearly dclinc any

additional lunds alrocated to a project, along with thcir sources. l'hus. thc amount

distributed equitably to the ward should be used to covcr any additional lLnds nccdcd

lor existing projects within the ward before considering new proiects'

j) Irnplcrnentation of Projects "clause 12 5(b)" to inscrt a paragraph Stating that cach

phase of thc project should havc achievablc milcstoncs that cnsurcs a pro.icct can bc

utilized.

k) Implernentation of Projects "Clattse 15 1(l)" queries the role of the County Ilxecutivc

Comrnittee/Cabinet in the operationalization of completed proiects. While the CI,CM

lor Finance will report on the steps taken, thc responsibility lor opcrationalization arrcl

pro.iect sustainability lies r,vith all stakeholders in thc county govcrnment'

I) Irnplernentation of Projects "Clause 15 (2)" The wording in "Clause 15( I )", which uscs

thc term ,,shall," is sufficient to compel the CECM to report to thc County Asscrnbly'

Therefbre, Clause 15(2) can be deleted'

MIN EN/SCF&Bn2l 025 U NT DAT E EETI

l-he meeting adjourned at 1. 30 p.m. Next meeting shall be hcld at thc sarne vcnuc a|2.30

p.lx

SIGNATURE: . ... DArE: lir?;

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP

(CHAIRPERSON
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l. Mr. Christopher Gitonga

2. Ms. Bevcrlyne Chivadika

3. Mr. Mitchell Otoro

4. Mr. Kirninza Kioko
5. Mr. Constant Warnayuyi

6. Mr. Stanley Gikorc

l. Mr. Victor Kirnani

8. Mr. Jatnes Ngusya
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Commiss ion on Revenue Allocation

l. CPA. Mary Wanyonyi Chebukati

2. Mr. Jonas Kuko

3. CPA. I{oble Nuno

4. Ms. I-incth Oyugi

5. Mr. Itenny Mutai

6. Mr. Alvin Wafula
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Rcsearcher

Media Relations Officer
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Sergeant-At-Anns

Chairperson

Commissioner
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Council of Govcrnors

l. FIon. FCPA. Fernandes Barasa, OGW

2. IIon. Mutula Kilonzo Jnr.. CBS

3. Mr. Stephen MomanYi

SEN &Bll PRELIMINARIES

'l'hc Chairpcrson called the rnceting to ordcr at 9:30 a.rn. 'l'his was lbllowcd by a word o('

praycr and followed by a round of introduction'

MIN/SEN/SCF&B/1208/2025 PTI FTH END

'l'hc agcnda was aclopted alicr bcing proposed by Sen. (Dr.) Iloni Khalrvalc. CIIS. MP. ancl

scconded by Scn. Mariarn Sheikh omar, MP, as listcd bclow-

1. Prayer:

2. Introduction:

3. Adoption of thc Agenda;

4. Confinnation of Minutes of 2071h Sitting;

5. Matters arising frorn the tninutes of the previot-ts sittin-e,

6. BrielingonrhcDivisionofRevenueuill,2025(National AsscrnblyllillsNo. l0ol

2025);

l. Mceting with the-

a) Commission on Revenue Allocation;

b) Council of Governors; and

c) National'l'rcasury and Ilconomic Planning

to deliberate on thc Division of Revenue Ilill, 2025 (National Asscmbly Ilills No' 10

of 2)25)-Comntittee Paper No' 135; and

8. Adjournment and Date of thc Next Meetin-q'

t202s CONFIRMATION OF M IN U]'ES OF THE

(iovcrnor, Kakamcga/Chair,
'l'cohnical Cornrniltce on Iinancc

and Ilconttmic AI'lairs
(lovernor. Makueni Countl'

Progratns ollrcer

MIN SEN/SCF&Bl1209
PRE OUS S ING

-l.he Minutes of the Two i-Iundrecl and Seventh (207tr') rneeting hcld on'fhursday, 17tr'

April, 2025 at 9:00 a.rn. were confirmed as a truc rccord ol' thc procccdings ol' thc

committee having been proposcd by Sen. (Dr.) Boni Khalwalc, cBS. MP. and sccondcd

by Scn. Esther OkenYuri. MI'].

MIN/SEN/SCF&B/1 2 1 O/2025 MATTERS OUS

2

MEETING

ARISING FRO THE PREVI



Ex. Min/Sen/SCF&B/120212025 Meetins with Senate Ma orifv Leader Sen. Aaron

Cheruivot. EGH. to deliberate on processing of Bills

to the mittee eN
Assembly

'I'he Cornmittee noted the need to expedite the arrangement for a meeting with Senate

Majority Leader so that the issue on processing of Bills frorn the National Assembly that

are similar or have similar provisions to the Senate Bills can be resolved.

Ex. Mi 20 Consideration of Pendinq Lesislative Buslness

before the Committee

a) Six Mernbers confirmed attenclance to the scheduled rnulti-sectoral consultation

meeting on the County Wards (Equitable Development) Bill, 2024 set for Monday,

l2th May, 2025 in Machakos County. This constituted requisite quorum for the

meeting to proceed.

b) Mernbcrs wcre also informed of the county visits to Kitui County on Monday, 19'h

May, 2025, and Kisii County on Monday,26'n May, 2025, on the issue of pending

bills.
c) Members requested for constant reminders about the scheduled Committee

activities.

MIN/SEN/SCF&B/12 1 1/2025 BRIEFING ON THE DIVISION OF REVENUE

B[LL.2025 ATIONAL ASSEMBL BILLS NO.

rO OF 2025\ (COMMITTEE PAPER No.r3fl

fhe Cornrnittee notecl the consid ered Committee Paper No. I 3 5 on the Division of Revenue

Bill,2025 (National Assembly Bills No. 10 of 2025) and noted that-

a) In IrY 2025126, the shareable revenue is expected to grow fi'orn the projected

Ksh.2,57 5.9 billion in FY 2024/25 to Kshs.2,835 billion. This represented a growth

of 10.1%. However, by the end of the financial year 2024125.

b) Out of the projected sharable revenue of Ksh.2,835 billion, the Bill proposed to

allocato I(sh.2,419.4 billion to the National Government, Ksh.405.l billion to the

County Governments, and Ksh.10.6 billion to the F,qualization Fund.

c) 'fhe allocation to the National Government is equivalent to 85.3% of the total

shareablc revenue, while the county equitable share accounts for l4.3Yo.

d) The allocation of Ksh.405.1 billion to county goverllments represents an increase of

I(sh.17.7 billion (4.5% growth) from tho previous allocation of Ksh. 381 .4 billion

fbr FY 2024125.

c) On 15,r, April, 2025, the National Assernbly approved the audited accounts of

revenuc of I(sh.1,g20,434,085,078 as the total nationally collected revenue for FY

2021122.

3



t) 'l'he above irnplied that the most recent audited rcvcnue rcccivcd and approved by

National Assernbly to bc applied for the Division of Revcn uein2025 is Ksh' 1'920 '4

billion for FY 202ll22and not the Ksh. 1,570.6 billion for IrY 2020121 as proposcd

in the Bill. -lhe I(sh.405.1 billion is equivalcnLto 21.09% of thc latcst auditcd and

approved revcnuc.

g) 'l'he Bill proposed an allocation of Ksh.7.85 billion to thc l:'qualization liund rvhich

is equivarent to the 0.5%as provided in Article2o4 of thc constituti.n. Irowcvcr.

due to the change in the year and the figure of the most rccent auditcd and approvcd

revenue, thc Ksh.7.85 billion is equal to 0.4i% of the Ksh'1,920'4 billion'

h) .fhere 
is a further allocation ol'Ksh.2.74 billion in the FY 2025126 as partial paytncnt

to arrears owed to the Equalization lrund. 'l'hc arrcars to thc liund at thc cnd of IiY

2023124 stood at Ksh.49 billion. In FY 2024125, the allocation was Ksh'ti billion'

but it has since been revised to Ksh.6.2 billion in the approvcd Supplcmcntary II

i)

estimates.

Whereas there have been consistent allocations and appropriation

Ilqualization Fund by the Parliament, there has bcen delay in trzrnsl'ers to

The total disbursernent to the Fund as of Junc 2024 was Ksh' I 3 '4 billion

total entitlement of Kshs.62'4 billion'

MIN /SCF&Bltzl 025 AKE LDE

DEL N D NO V

B 2025 ONAL ASSEM LY BILLSNATI
NO.10 0F 202s)

eeti th on ue ca

s to thc

thc l;ur-rd.

out ol'thc

m

Upon invitation, the chairpelson of the commission submitted commission's comtncnts

as follows-
a)Clause3oftheBillonobjectandpurposeoftheBillncedtobeamcndcdtomakc

reference to the correct Article of the constitution, Arlicle 202 rnstead of Arriclc

203,Arlicle2l3providesforcriteriaforsharingofrevcnuesubiectto202(1),whilc
2I}(l)provides for sharing of revenue alnong national and county governance'

b) There has been a decline in the county equitable sharc allocation lrY 2024125 lo

FY2025D6)frornlo.4%lo9'3o/oandincreaseinallooationtotheNational
Executive from 56.70/o to 57 .5%o. This has negative impact on servicc delivery and

amounts to claw back on objects of devolution'

c) The Comrnission recommended that national governtlent be allocatcd

Ksh.2,409 .75, andcounty governments I(sh'417'4 billion as equitable sharc lor |Y

2025126.

d) The Bill presented items of national interest as being synonymous to national

government priorities yet they can be implernented by either level of governmcnt

4



. bascd on thr: law of subsidiarity. The national government should not isolate somc

of its functions and budget for thern as national interest.

. e) 'l'hc Ilill provided other allocations like NG-CDF and Affirmative Action lrund as

<Jeductions to be rnaclc before arriving at sharable revenue. The allocations arc

supposed to bc madc liorn national governrtent's share of revenue pursuant to

scction a(l)(a) o1'the NG-CDIr Acr,2015, and I-egal Notice No.52 of PFM Act

(National (iovernment AI Ilrrnative Active Fund) Regulation s, 20 I 6.

1) 'l'he Uill provicles that aller considering all the rnandatory expenditures under Articlc

203 of Constitution, balanoe lcft fbr sharing bctween two levels of governmcnt is

Ksh.353.4 billion and balance lor national government as Ksh.(64,522). fhis

statcurent rvets not Iactual since a number of national governmcnt functions had been

provided for.

g) 'fhc Senate shoukl providc guidance on Basis which will be used in sharing revenlle

amon-q countics.

h) 'l'hc lir-rancing o[ Equalization F-und arrears amounting to Ksh.2.7 billion is not

cnough aclcquate cornmitrncnt to clear the pending arrears to the Fund.

'l'he Comrnittee commcncled the Comrnission's for comprehensive, detailed and well

thought out subrnissions on the Bill. This would beneht the Comrnittee in formulating its

Ilnal rcoommendations to thc Senatc.

Mectins with Council of (lovernors

tJpon invitation, thc Chairpcrson of the Council's'l'echnical Committee on Finance and

Iiconornic Af1airs subrnitted thc fbllorving general and specific courments on thc Ilill-

A. Resource Allocation Framework
'l'hc Council submitted that-

a) I)cspitc thc cxpandccl llscal spacc and projected stable economic growth at 5.3o

crvcr thc modiurn-term, Ibr the previous 5 years, FYs 2020121 - 2024125, counties

cquitable sharc hacl grown by a marginal Ksh.70.9 billion while that of the national

govcrnmcnt liad grown by Ksh.702.6 billion.

b) 'l'hc national govcrnlncnt's allor:ation has been consistent rvith thc ordinary rcvenuc

grorvth. whilc thc countics'sharc has almost stagnated fbr the past 5 ycars, thus

ilclicating arbitrary allocation revenue to counties that is not congrucnt to the

economic growth trends and tnacroeconqmic perlormance.

c) Conscclucntly, the Council proposed & tninimum allocation to counties of

Ksh.536.88 billion for IrY 2025126.

Ii. Attenttant Resources relating to the delineated and gazetted functions of 16il'

December 2024:

d) 'l'hc Ilill failcd to take into account the recently delineated and gazelted functions of

thc national and county governments which consequently had a financial

5



irnplication.

c) 1'hcre is nced for urgent idcntihcation of thc attcndant rcsourccs li'otn thc currcnt

budgct as a baseline allocation and transler thc satnc tcl thc cor'tntics throLrgh thc

I)ivision of I{cvenue Bill, 2025 '

r) Ilased o, Iiy zo24r25 bucrgct. so..lc o| the ailocations to national gu'crrrrnc,t

Ministries. Dcpartrncnts and Agcrlcics (MDAs) arc lbr dcvolvcd luuctions'

C. Baseline Allocation
g) 1.hc council averred tl-rat the countics' equitablc share basclinc allocation sliould bc

the initial allocation o1'Ksh.400. I I 7 billion as opposed to Ksh' 387 '425 billion'

D. Cabinet Resolution on State Corporations Reforms

h) -l.he cabinct on 2lst January 2025 approved thc rlerging ctl' 42 Statc corporations

with overlapping mandates into 20, dissolution l6 State Corporations, transl-cr ol'9

Corporations to relevant Ministries or other Statc entities and restructuring o1'6' 'l'hc

Statc corporations to bc dissolvcd included thc 6 l{cgional l)cvcloptncnt

Authoritics. IIowcvcr. thcre is no rncntion ol'thc trans['cr of lhosc pcrlilrming

dcvolvcd lunctions to countics. Somc o1 thc statc corporations pcrlbrming

devolvcci functions recorlmended for rnerging include National Watcr I Iarvcsting

and Storage Authority, KIRA and KeRRA'

i) Irollowing the principlc of resources following functions, lhere should bc a transl'cr

ol these State-owncd firms perlbrrning devolvcd lunotions to countics togcthcr r'r'ith

thc atte.dant rcsources.'l'his shouicl also ir"rlbmr thc allocatiotrs in thc l)iVision tll'

I{evenue lbr ltY 2025126'

E. Unmet county financial obligations ancl deficits from the 2024125 budget cuts: -

j)Dcspitethcreductionofcounties,cquitableshareinFY2024125,thcrchasbccnno
allocation to countics to mcet the outstancling non-discrctionary cxpcnditurcs

expectcdtobefinancedbycourrtiesintheprcvailirrgfiscalycararrdthcrncdiutl
tcrm.

k)Counticsbudgetirr-rplcrnentationlorFY2O24l25wasconstrainedlromthc
rcduction and the delays in passing the county (loverntncnts Additional Allocations

8t11,2024.

l) .l.hc Division ol Revcnr-rc Ilill, 2025 should havc takcn noto ol'thc non-discrctionary

cxpenditurcsbycounticsemanatinglromnationalgovcrnrncntprioritypolicics.
programlncs and projccts amounting to Ksh.73.78 billion. 'l'hcsc includc llor"rsing

levydeductions-4.05billion;EnhancedcontributionstoNSSI;(scttodoubleinl;Y
2025126)-6.0billion;MatchingallocationsfortheCAlPsProject-Il.75billion;
MatchingallocationsforComrrruniryHealthPromotersPrograrn.3.23billion;
cost of Procurement of new medical equiprnent-39'O billion; Annual wage

incretnents (IPPD) annual adjustments-6.30 billion, and Sustainability o1. the

6



basic salary increment as per the Doctors CBA 2017-2021 and executed RTWF-

3.45 billion

F. Variation in revenuc (Revenue shortfalls)
rn) Whcrcas thc l)ivision o['ltcvcnue Acts have been providing lbr protection o{'

countics' cquitablc sharc li"om revenue shortf'alls, enlbrcement of the satne has not

bccn adhered to.

11) Countics sul'fercd a Kshs.l3 billion cut in the currentbY 2024125 durc to projcctecl

shortlalls contrary to section 5 of the Division of Revenue Act, 2024.

o) While Countics sullcrcd this cut, the national government has almost gone to thc

initial budgct belorc thc budget cuts. This is contrary to the need for stability and

prcdictability in revonue allocation as provided lbr under Article 203 (iXi).
G. With regards to specific comments

p) 'l'hc Schedule to thc Bill should be arnended to allocate Ksh.2,290,308,164,884 to

thc National Govcrnmcnt and Ksh.536,880,000,000 to the County Governments

inlbrmed by thc Ibllowing:
i. Rcvcnuc growth: '['he economy in general is projected to grow at5.3% in the

ncxt liY and remain stablc over the medium tenn. Additionally, the projected

shareablc revonuc has grown by 7,78% which should be equitably allocated.

ii. lJnrnct non-discrctionary expenditures by counties due to policy shifts by thc

National govcrnment and other priority prograrnmes/projects

iii. l]nbundlcd and dclineatcd functions: As baseline allocation, the 2024125

budgctary allocations to MDAs should be identified and transferred through

thc Division of Rcvcnuc 8i11,2025.

iv. Ilaselinc alkrcation following FY 2024125 budget cut: Due to improved

rcvcnucs, thc bascline allocation shoulcl be Ksh.400.l 17 billion.

q) 'l'hc Schcdr-rlc to thc Ilill bc arncnded by dcleting the rorv providing lbr Ilqualisation

liund Arrcars. 'l'his is bccausc-

i. lrach Iiinancial year, the Division of Revenue Act providcs lbr thc

Irclualisation Fund which is specific to the I'Y (0.5%). Once allocated, it

Ibllows that the lunds are appropriated in line with Article 203(3)(a) of the

Conslitr"rtion.

ii. I']roviding lor the arrears in a difl'erent ycar's Division of Rcvenue Act

alnounts to doublc allocation and by cxtension reducc the shareable revenue.
'l'hc l:lqualisation l.'und arrears should only feature in the subsequent

Appropriation Ilills.
iii. 'l'hc total liqualisation Irund arrears are in excess o1'Kshs.60 billion and

providing lor thc arrears in thc Division of I{evenue Bill limits the scopc and

payrncnt plan of thc arrcars which idcally should only be done through an

I rqualisation Fund Appropriation Act.
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iv. l'hc council proposed that thc arrcars bc scparatccl ancl protcctcd liorn

revisions through thc National govcrnmcnt's Appropriation Acts'

l;ollorving delibcrations, the Comrnittee observed that-

a)IndeterrniningthecountyequitablcsharcofKsh.536'SSbillion.tlicCounciluscd
thc fbllorving-

i. Ilaselinc allocation ol l(sh'400'12: acliustmcnt fbr rcvonuc gror'vth al 5'3o/t

cquivalenttoKshs.2l.2lbillion;irouflhllasisStabiliz'ationl;actor
Aliocation as recornmended by cRA Ksh.l2 billion; Additional rcvcnuc

liorrrunmctnon-discretionarycxpenditurcscmanatin-e'fiomNational
government priority pro.iects/programmcs/policics-Ksh'73 '7 tl ancl

Additional I{evenue liom allocations to National -govcrntncnt 
Ml)As

pcrfb,ning dcvolved lunctions (bascci on FY 2024125 budgct cstirnatcs-Ksh'

29.71.

ii.f.heCouncilrvasinfbrmedthatthemostrecentatrditcdaccountsofrcvcnuc
rcceivcdandapprovedbytheNationalAssctrrblyarcforliY202112022<ll.
Ksh. 1,920,434,085,078'

iii.sotnccountieshavesubscribcdtoCoutltyPecrl{cvicwMcchanistrr.lvllcrc
governors engagc in discussions and exchanged idcas on irnproving scrvicc

cielivcry and cnsuring that governance practices align r'vith the nccds ancl

exPectations of the citizenry'

-l.hc Corn,rittec cornme.dcd the Council's comprchcnsivc, clctailcd ancl rvcll thought oLrt

submissions on thc Bill. This would bcncfit the cornmittcc in lbrmulating its li.al

rccomfflendations to the Scnatc'

Meetin s with National T reasu and Economic Pla nnrng

a) 'fhe Committce rvas inlorrncd that the Cabinct Scorctary (CS) had rcspondcd to

Committcc,s invitation by stating that hc tl,zls attcrrdin-q a Cabinct nrcctirtg ancl

would bc unable to attend the meeting ancl requcste<i that thc rlecting bc rcschcdulccl

to a later date'

b) Irollowing dcliberations, and noting that passage ol'the Bill is critical to cnsurtng

scamlessbudgetpreparationproccssatboththenationalandcouutyl$'clsol'
goverlllnelrt.thcCornmittecaccededtoCS,srcqucstandrcsolvccltorcschccltrlctlrc

rncetingwithtlicCabinctSccretaryforNational-I.rcasuryarrdllconomic[)larrning
to deliberate on the Bill to lhursday' 8th May' 2025'

N/SE CF 1312 5 ANY OTHER BUSINESS&

a)'l.hemeetingwasinformedofaletterfrornCountyAsscmblyl;orunrreclucstirrglor
a mceting with thc committce on 23',d to Z4tt', May, 2024, to discuss aurong othcr

issues, the rccurrent cxpenditure budget ceiling for county asscmblics {br thc l;Y

8

M



2025126. Ilowevcr, due to urgent legislative work awaiting consideration, the

Cornmittee agreed to request the County Assemblies Forum to submit their views

on the Recurrent llxpenditure Budget Ceiling for county assemblies for the FY

202512026 in writing, and will engage CAF at alater date during processing of the

County Allocation of Revenue Bill.

b) Furthermore, the Committee noted an invitation from the National Council for

population and Development's to a sensitisation meeting on establishment of a

Parliamentary Caucus on Population and Development on 8th May, 2025' However'

clue to pressing urgent legislative work, the Committee noted unavailability to

honour the invitation.

M EN/SC 214/202 ADJO IIRNMENT AND D OF T

MEETING

'l'he rneeting adjourn ed at 12:28 p.m. Next meeting shall be by notice

-arrF-
65

SIGNATURE: . ... DATE:

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP

(CHAIRPERSON

tI
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COUNCIL OF GOVERNORS

LEGISLATIVE MEMORANDUM ON THE DlVlSlON OF REVENUE BILL, 2025 (NATIONAL ASSEMBLY BILL NO.ro OF zoz5)

THE SENATE STANDING COMMITTEE ON FINANCE AND BUDGET

FROM

THE COUNCIL OF GOVERNORS

TO
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COUNCIL OF GOVERNORS

Table 1: Revenue sharing trends between the FY zozolzt and zoz5lz6

Source: Division of Revenue Acts FYs zozof zt-zoz+lzS & DoRB, zoz5

While the National government's allocation has been consistent with the ordinary revenue growth, the Counties'share has almost
stagnated for the past 5 years as illustrated in figure 1 below. This points to arbitrary allocation revenue to Counties that is not congruent
to the economic groMh trends and macroeconomic performance. For instance, the Explanatory Memorandum to the Division of Revenue
Bill,2025 has not provided any basis or itemized description ofwhat constitutes the Counties share of revenue as is the case with the national
govErnment's allocation contrary to the provisions of Section r91 (5)(b) of the Pubtic Finance Management Act CAp 4124.

3

ORDINARY REVENUE SHARING TRENDS FOR THE LAST FIVE YEARS

FY5

ORDINARY/SHAREABLE REVENU E

(KSHS.BtLLtON)
COU NTY GOVERNMENTS ALLOCATION
(KSHS.BTLLTON)

NATIONAL GOVERNMENT
ALLOCATTON (KSHS.BTLLtON)

2o2Ol21 r,856.7o 316.5 1,53).4
20121122 1,775.60 370 1,398.8
zozzlzS 2,141.60 )70 1,764.1
2o23l24 2,571.2O 185 2,177.4
zoz4lz5 2,631.4O j87.4 2,236.O
Absolute
lncrement 774.70 70.9 702,6
2025126 2,8j5.oo 405.4 2,419.40



Figure t: lllustration of revenue sharing trends for the past 5 FYs (zozo/z1-zoz4lzj)

Last 5 Years Shareable Revenue Trencls
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We therefore urge the Senate to review the resource allocation framework to align with the macroeconomic and growth trends. To realize
this, the Council proposes for a minimum allocation of Kshs.536.88 billion for Fy 2025/26.

Attendant Resources relating to the delineated and gazetted functlons of 16$ December 2024! , The Division of Revenue Bill, 2025 has
not considered the recently delineated and gazetted functions of the national and county governments which consequently have a
financial implication. Despite numerous directives being issued to the lntergovernmental Relations Technical Committee (tcRTC) to
complete this exercise within the current FY, we note that it is yet to commence. We therefore catl for the Senate to cause urgent
identifi<ation ofthe attendant resourcesfrom the current budget as a baseline altocation and transferthe same to the counties through
the Division of Revenue Bill, 2o25. This aligns with the 11th National and county governments coordinating summit resolution that the
corresponding resources related to the unbundled and gazetted functions shall be transferred to the county governments commencing
July 2o25. As an indicative figur€' see attached analysis of allocations to national government MDAs for devolved functions based on
FY 2oz4l25 budget (Annex 4).
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Baseline Allocationr we note that the baselir" ,ll"-t:'JfT.'2:llotils' equitabte share is Kshs.l87.425 biltion as opposed to the initiat
allocation of Kshs.4oo.117 billion. The National government's allocation has been enhanced and almost reinstated the initial allocation
through the recent Supplementary Budget owing to improved revenue projections negating what informed the cuts. However, the
County governments continue to suffer cuts through both equitable share and conditional grants, lt is the Council,s opinion that the
baseline allocation should be Kshs.4oo.117 billion in accordance with the Division of Revenue Act, 2024.

cablnet Resolutlon on State corPorations Reforms: - The cabinet on 21'3t January 2025 approved the merging of 42 state corporations
with overlapping mandates into 20, dissolution 16 State corporations, transfer of 9 Corporations to relevani Ministries or other state
entities and restructuring of 6. The state corporations to be dissolved include the 6 Regional Development Authorities. However, we
note that there is no mention of the transfer of those performing devolved functions to Counties. some of the State corporations
performing devolved functions recommended for merging include National Wder Harvesting and Storage Authority, KURA and KeRRA.
Followingthe princlple of resources following functions, there should be a transfer of these state{w;ed firms performing devolved
functions to counties together with the attendant resources. This should thercfore inform the Division of nevenue for Fy roz5/ze.

Unmet county flnancial obligatlons and deficits from the 2024/25 budget (utr: - Despite the reduction of counties, equitable share in
FY 2o24i 25, there has been no allocation to counties to meet the outstanding non-discretionary expenditures expected to be financed
by counties in the current fiscal year and the medium term. Counties budget imptementation for Fy 2024/25 is already constrained from
the reduction and the delays in passing the county Governments Additional ,{llocations Bill, 2o24, The Division of Revenue Bill, 2o25
should therefore provide for the non-discretionary expenditures by counties emanating from national government priority policies,
programmes and prolects (Annex3).

5.

6' variation in revenue (Revenue shortfalls): - Whereas the Division of Revenuc Acts have been providing for protection of counties,
equitable share from shortfalls, enforcement ofthe same has not been followed through. specifically, cou;ties suffered a Kshs.13 billion
cut in the current FY dueto proiected shortfalls yet Section 5 ofthe Division ofRevenue Act provides otherwise. While Counties suffered
this cut, the national Sovernment has almost Sone to the initial budget beforetine budget cuts. This is contrary to the need for stability
and predictability in revenue allocation as provided for under Article 2ol oxi). The senate should therefore ensure that counties,
allocations are protected as envlsaged in the Constitution and the Dlvision of Bevenue Acts.
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COUNCIL OF GOVERNORS

; and other priority programmes such as Community Health
Promoters compensation (see Annex 3 for details).
Unbundled and delineated functions: - Following the gazettement
of additional functions on r6th December 2c.24, the National and
county Governments coordinating summit resolved that the
attendant resources be transferred to counting beginning July
zoz5. As baseline allocation, the zoz4lz5 budgetary allocations to
MDAs should be identified and transferred through the Division of
Revenue Bill, zoz5.

Baseline allocation following Fy zoz4lz5 budget cut: - Due to
improved revenues, the baseline allocation should be Kshs.4oo.rr7
billion.

I.

4.

Parks

C (b) Equalisation
Fund Arrears

The Schedule is

amended by
deleting row C (b).

Each Financial year, the Division of Revenue Act provides for the
Equalisation Fund which is specific to the Fy it relates (o.5%). once
allocated, it follows that the funds are appropriated in line with Article zoj
GXu) of the constitution. Therefore, providing for the arrears in a

different year's Division of Revenue Act amounts to double allocation and
by extension reduce the shareable revenue. The Equalisation Fund arrears
should only feature in the subsequent Appropriation Bills.

secondly, the total Equalisation Fund arrears are in excess of Kshs.6o
billion and providing for the arrears in the Division of Revenue Bill limits
the scope and payment plan of the arrears which ideally should only be
through an Equalisation Fund Appropriation Act. The Council Proposes

7



COUNCIL OF COVERNORS

that the arrears be separated and protected from revisions through the
National government's Appropriation Acts.

SCHEDULE (AMENDED)

ANNEX t ALLOCATION OF REVENUE RAISED NATIONALLY BETWEEN THE NATIONAL GOVERNMENT AND COUNTY GOVERNMENTS FOR

THE FINANCIAL YEAR 2o25/26

ANNEX z: PROPOSED RECOMMENDATIONS ON THE VERTICAL SHARING OF REVENUES FOR FY 2o25126

Type/Level of Allocation Amount in Kshs. Percentage (%) of FY zozolzr audited
and approved Revenue i.e.,
Kshs.r,57o, 562,9 45,o14

A. Total Sharable Revenue 2,835,o40,979,609

B. National Government zr29or3o&,164,BB4

C. Equalization Fund 7,852,8't4,725 o.5o %

D. County Equitable Share 5J6,88O,OOO,OOO 34.r8%

C<lrrnty Covernrnents Ec;uitalrlc Sl r.rre t>f lleverrue :o.r5/:o ii\ CH/\
lit'cr,t irr :tcrtcl,.t

tiorr
(l(:;ir iiilli<;ir)

NT Propro:,ri
(.zou 5 BIrS)

(Ksh billiorr)

f-r:(, Prctilo.,,rl
(l(r,ir Llillion)

Baseline (i.e. allocation in the previous year zoz4lz5)

387.43 387.43

4OO.12

8



COUNCIL OF GOVERNORS

Sources: Division of Revenue Bill, zoz5 & CRA Recommendation for Fy 2025126

ANNEX 3: COUNTY GOVERNMENTS UNMET NON.DISCRETIONARY FINANCIAL OBLIGATIoNS

o t: Ad usted
1 Adjustment for Revenue Growth

17.64 zr.zr (aL53%)
2. Fourth Basis Stabilization Factor Allocation 12 12

). Additional revenue from unmet non-discretionary expenditures
emanating from National government priority
projects/programmes/policies. (As per Annex r hereinbelow) 18 7).78

4. Additional Revenue from allocations to National government MDAs
performing devolved functions (based on Fy 2oz4l25 budget estimates
as per Annex z hereinbelow)

29.77
Computed Equitable share of revenue 417.43 4o5.o7 536.88

Percentage of the last audited and approved accounts of Ksh.r,57o.6 billion
(For FY 2o2ol21)

26.57% 25.79% 34.t8%
Percentage of the total projected shareable revenue for Fy zoz5lz6 of

.o billion t4.72% 14.23% t8.94%

Item (Non-discretionary Expenditure) Cost implication on County governments for Fy
20.25126

9



Housing levy deductions 4.o5 billion (Minimum)
Enhanced contributions to NSSF - (set to double in FY zoz5126) 6.o billion (Minimum)
Matchi allocations for the CAIPs Pro ect tt.75 billion
Matching all ocations for Community Health Promoters Program 3.23 billion
Cost of Procurem ent of new medical equipment 39.o billion
Annual Wage increments - tPPD annual adjustments 6.3o billion
Sustainability of the basic salary increment as per the Doctors CBA zotT-zozt and
executed RTWF

3.45 billion

Total t).tB billion

COUNCIL OF COVERNORS

S o ur ce : Co unty gov er nm ents

ANNEX 4: SAMPLE OF BUDGETARY ALLOCATIONS TO NATIoNAL GOVERNMENT MDAs FOR DEVOLVED FUNCTIoNS lN FY 2o24l25

FY 2024125 BUDGETARY ALLOCATIONS TO NATIONAL GOVERNMENT MDAS FOR DEVOLVED FUNCTTONS - BASED ON SUPPLEMENTARY II
ESTIMATES

MDA Vote DtoSz State Department for Medical Services

HEADS NET AMOUNT (KSH) ToTALS (KSH)

1o821oo6oo Free Maternity Program (Strategic lntervention) 2,O49,OOO,OOO

1o821o22oo lnfrastructural Support to Kigumo Hospital 5O,OOO,OOO

1o82roJ1oo Procurement of Family Planning & Reproductive
Health Commodities

5OO,OOO,OOO

1 o821 oJSoo Vaccines Programme 2,O27,OOO,OOO

to8zto5ooo Upgrading of Children Ward Kibugua Level 3
Hospital

50,OOO,OOO

10



COUNCIL OF GOVERNORS

1o821o51oo Upgrading & Equipping of Maternal & New Born
Ward Endebess Hospital

TO,OOO,OOO

to8zto56oo Upgrading and Equipping of Lusigetti Hospital Kikuyu lOO,OOO,OOO

toSztoT4oo Construction and Equipping of Health Centres 22O,OOO,OOO

to8ztoT6oo Reproductive, Maternal, Neonatal Child &
Adolescent Health Pro ect

1,8oo,ooo,ooo

10821o78oo Construction and Equipping of Level 4 Hospitals 25O,OOO,OOO

to8ztoTgoo Construction and Equipping of Level 5 Hospitals 'loorooorooo

Sub-total T1216rooorooo

MDA Vote Dto36 State Department for the ASALs and Regional
Devel

HEADS

10361o32oo Dry Land Climate Action for Community Drought
Resilience

858,5ro,ooo

to36to34oo Ewaso Ng'iro North Catchment & Riparian
Conservation P ect-BETA

t49,969,484

lo36to4zoo Mango Value Chain Programme-BETA 129,OOO,OOO

to36to76oo Cherengany Watershed Conservation programme-
BETA

25,OOO,OOO

to36to8ooo Malindi lntegrated Social & Health Dev. Programme
MISHD -BETA

3OO,OOO,OOO

1036112ooo Drilling of Boreholes - LBDA 1O,OOO,OO0

11
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COUNCIL OF GOVERNORS

io91165000 Access Roads to lndustrial park Facilities 29O,OOO,OOO

oo Rural Roads Cravelli10 r6 ,ooo,ooo
too Rural Roads Murrammin10 IV oo,ooo
8oo Rural Roads Murrammi X'10

1 ,ooo,ooo1

zoo Sta e Construction10 1 20 o,ooo
Sub-total

1r()11 o

MDA Vote Drro4 State D ment for I on
1ro41oo2oo Small Holder lrrigation programme

7,OOO,OOO

tro4roo6oo Community Based lrrigation projects ITOOOrOOO,OOO

Sub-total ooorooo1

MDA Vote Drrog State Department for Water & Sanitation

11o91oJ5oo Water Harvesting program (LVSWSB)

11o91o41oo Kikuyu Springs Croundwater Conservation

11o91o4zoo Lamu Croundwater Conservation

rrogro4Soo Drilling and equipping of 40 no boreholes

53,OOO,OOO

T,OOOTOOO

IOrOOO,OOO

5O,OOO,OOO

ttogto63oo Maua water and drainage project

't1o9117ooo Affordable Housing Water Supply - BETA

25,OOO,OOO

TO,OOO,OOO

1.3
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COUNCIL OF GOVERNORS

MDA Vote Dt33r State Department for Environment & Climate Change

tJ3lloijoo National Solid Waste Management 4O,OOO,OOO

13)11oi7oo Plastic Waste Management and pollution Control 22,5OO,OOO

1331ro2ooo Sound Chemicals and Waste Management Kenya 't2rooo,ooo

13)11044oo Enhancing Community Resilience & Water Security SOO,OOO,OOO

Sub-total
374r5oorOOO

GRAND TOTAL 2911741229,484.oo

Source: Nationa! Treasury Budget Books zoz4lz5 Fy
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NATIONAL TREAS Y SUBMISSION TO THE SENATE STA DING COMMITTEE
ON FINANCE AND BUDGET ON THE DIVISION OF REVENUE BILL, 2025

ATIONAL ASS .100F2

i. Introcluction

Article 218 of the Constitution requires a Diviston of Revenue Bill (DORB) which divides
revenue raised by the National Government among the national and county levels of government
in accordance with the Constitution; and a County Allocation of Revenue Bttt (CARB), which
divides among the counties, the revenue allocated to the county level of government, to be
introduced in Parliament at least two months before the end of each financiat year (FY).

DORB provides for the equitable division of revenue raised nationally between the National and
County Governments for each FY in accordance with Article202(l) of the Constitution.

CARB provides for the equitable allocation of revenue among the County Governments from
revenue raised by the National Government in a financial year and the responsibilities of National
and County Governments with respect to such allocation, in accordance with the determined basis
of the division of revenue among counties as approved by Parliamentpursuantto Article 217 (7)
of the Constitution.

Section l9I (I) of the PFMA, 2012 requires that each year when the Budget Policy Statement
(BPS) is introduced, the Cabinet Secretary responsible for matters relating to finance shall submit
to Parliament a DORB, a CARB and a County Governments Additional Allocations Bilt(CGAAB)
for the financial year to which that Budget relates.

ii. National rreasury's Proposal on Division of Revenue for FY z02slz6

The National Treasury had projected total sharable revenue of KSh. 2,835.0 billion for the Fy
2025126 as contained in the Division of Revenue Bill, 2025 submitted to Parliament in February
2025.The Bill proposed allocation of Ksh. 2,419.4 billion to the National Government, County
Governments KSh. 405.1 billion as County Equitable Share; and KSh. 10.6 billion for
Equalization Fund, being the sum of KSh.7.9 billion for FY 2025126 (0.5 percent of the most
recent audited and approved revenue of KSh. 1,570.6 billion for FY 2020/21as required by the
Constitution), and KSh. 2.7 billion (as arrears to the Fund). The allocation of KSh. 405.1 billion
as County Equitable Share translates to 25.79 per cent of the most recent audited and approved
revenue.

The National Treasury has further reviewed the performance of ordinary revenue since the
submission of the Division of Revenue Bill,2025 to Parliament in February 2025. As indicated in
the Chart 1, revenue collection in FY 2024/25 has consistently lagged behind target and the
ordinary revenue shortfall has widened each month reaching a cumulative shortfall of Ksh l4Z.B
billion in March 2025. The National Treasury therefore estimates that the overall ordinary revenue
for FY 2024/25 will be Ksh 2,435.1 billion, reflecting a shortfall of Kshs. 482.1 billion relarive
to the original budget for FY 2024/25.

1



Chart l: ordinary revenue cumulative shortfalI
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Following the depressed ordinary revenLre performance in FY 2024125, it is now evident that the

ordinary revenue forecast of Ksh.2,835.0 billion for FY2025126 as contained in the Division of
Revenue BilI,2025 may not be achievable. To retain the forecast as contained in the BPS 2025

would therefore be imprudent and would undermine the credibility of the budget and further lead

to accumulation of arrears.

We therefore recommend downward revision of the ordinary revenue forecast for FY 2025126to

Ksh2,757.0 billion, whicli is Ksh 78.0 billion lower tlian the BLrdget Policy Statement 2025

projection of Ksh 2,835.0 billion.

iii. Factors inftrrnring thc proposed Dilision of Rerr enue for F\' 2025/26

The proposed division of Revenue for FY 2025126 is inforrned by the following factors:

i Projected Ot'.litttu'.t' Rt'vr'tiu,: irt l;l 20)5,'16

it shoutd be noted that the projected ordinary revenue for FY 2025/26 Ksh 2,75L0 billion is

informed by the lower baseline of Ksh 2,435.1 billion being the FY 2024/25 revised ordinary

revenue targets against an initial target of KSh 7,917.2 billion.

It is important to note that over the period 2016l17 to 2023124 actual ordinary revenue has always

been below target except for FY 2021/22, and as such even the FY 2025126 may experience

such shortfall.

2
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The neecl to /inunce manclatorl; expenditu'e.s under' .4r'iicle 203 ( I ) of the Constiiution

Table 1 summarizes the mandatory expenditures under Article 203(l) of the Constitution, to be
financed in the FY 2025126.

Table l: Summary of Considerations Under Article 203 (1) of the Constitution

Item Description for FY 2025126
Allocation

(KSh. million)
Ordinary Revenue (Excluding AIA) 2,756,979

National Interest [Article 203 (l)(a)] 1 09,55 I
Public debt (Arr.203 [][b]) 1,431,879

Pensions, Constitutional Services and Other 246,268

Other National obligations (Article. 203 [1][b]) 8t0J24
Emergencies [Art. 203 (lXk)] 2,000

Equalization Fund [Art. 203 (t) (g) and (h)] 10,590

Ofwhich: a. Allocation in FY 2025/26; and 7,853

b. Arrears 2,737

Total Ma ndatory Expenditures 2,6L6,613
Balance to be Shared by the 2 Levels of Government 140,366

County Goyernments' allocation from revenue raised
nationally; - Of which:

4lt,963

a) County Equitable Share Of Revenue 405,069

b) Unconditional Additional Allocations from National
Government's Share Revenue

2,946

c) Conditional Additional Allocations from National
Government's Share Revenue

9,948

Balance left for the National Goyernment (277,597)

In summary, the share of the revenue is as follows: -

Budget Item Amount (million KSh.)
1. Ordinary Revenue: - 2,756,979
2. Less: Mandatory Expenditures 2,616,613

3. Balance left for vertical sharing
4. Less: Allocation to Counties

Of which: a. Equitable share
b. Additional allocations

Balance left for National Government

140,366
417,964
(40s,069)
(r 2,884)

3
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This fiscat deficit in financing other major National Government fr-rnctions has always occasioned
additiorral borrowing which continues to distort the fiscal frarneworl< set out in the annr"ral BLrdget

Policy Statements and firrther undermine government fiscal consolidation plan.

Over the years, after tal<ing into account alI the mandatory expenditures contemplated under
Article 203(1) of the ConstitLrtion, there has alr.vays been minimal and sometimes as shown above,

no l'esources left to finance other National Governrnent obligations, such as defence, roads, energy

and Education.

tii. l'ititrncin.q c'(.)iiitt(iiiti\' ,lir,,' it; liin,'ietl i1.c'c'.\'.! l<t .f iiitiitr't' itt tlt t!t-t;it:'.;!it' itncl ittrti'tttrlitt;irtl
I i r r tt itt i t r ! ititr i.l;t' t ;

Kenya's borrowing fell short o[ the targeted access for both domestic and foreign financing
respectively over the years. The same trend has also been recorded in the first half of FY 2024125.

ir' 'l'itt'l'uliLtnai (.)tn't'r'ir;iitii! L'()i!!it!!!('.\'1(i.solclr ir,-'lt ,s!i,tt't/ul!.: iii t'rt'ci'tlte iri trtr.t'5;it't'rt

/intutt'ial .t,ett'.

Over the years, Counties have always received fulI allocation of eqr-ritable share of revenue despite

shortfatls in perlormance of ordinary revenue. The National Government Ministries, Departments
and Agencies, therefore, have continued to bear the fult burden of revenue shortfall through budget

cuts. In cases where there is delay in disbursement of revenue during the financial year, the arrears

have always been disbursed in subsequent financial year.

Due to underperformance of revenues dLrring FY 2023124, the National Treasury was not able to

transfer KSh. 30.8 billion to Counties (being the equitable share allocation for Jr.rne 2024)
implying that the total budgeted equitable share for FY 2024125 amount to KSh. 418.3 billion
including the June 2024 balances carried forward. Further, as at end of first quarter FY 2024125'

disbursement to counties was behind by KSh.63.9 billion.

Note that this increased financial commitment to County Governments shall be funded from a

lower projected ordinary revenLre for FY 2024125, further constraining the fiscal space in the

medium-term inclLrding FY 2025126.

It should also be noted that Article 2 1 9 of the Constitution provides that "county's share of revenue

raised by the national government shall be transferred to the county without undue delav and

rvithout deduction, exce pt when the transfer has been stopped under Article 225."

r,. [-ligh cost rf public' tlabr .tci",'it't'

This is largely due to a relatively stable but still high exchange rate to the dollar, as we[[ as high

interest rates in the domestic markets. Public debt service in FY 2025126 will account for 52

percent of ordinary revenlle which is higher than the average (41 percent) over the period FY
20161;17 to 2024125.

it,. I'roltosacl IIori:Ltrt/ul .slrcrrirt,g o/ t'clr.ritahla sltctra o/ li,\lt. l0-1.1 ltillitttt in F'I'2025i2(t

The National Treasury has proposed that equitable share of KSh. 405.1 billion to County

Governments in FY 2025126. This allocation is a 4.6 percent increase from the FY 2024125

allocation of KSh 387.4 billion which is consistent with the provision of Article 203(1) that

envisages stable and predictable allocations of revenue to County Governments. The allocation of
KSh. 405.1 biltion is based on the macro fiscal framework which relies on expected revenues and

4



expenditure commitments for FY 2025126. This shall be shared in accordance with the Third
determination of the basis of the division of revenue among counties approved by parliament
pursuant to Article 217 (7) of the Constitution. This is informed by the fact that the proposecl
Fourth determination of the basis of the division of revenue among counties by the Commission
for Revenue Allocation had not been approved by Parliament as at l5th February, 2025, the
statutory deadline for submission of CARB to Parliament in accordance with Section l9l as read
with Section 25 of the PFMA.

v. Proposed ,4dditional Allocation to Countl,Governntents in FY 2025/26

In addition to the Equitable Share allocations, Article 202 (2) of the Constitution provides that
County Governments may be given additional allocations from the National Governments Share
of revenue either conditionally or unconditionally; while Article 190 of the Constitution also
provides that Parliarnent shall by legislation ensure that County Governments have adequate
support to enable them to perform their functions.

Further, Section 4 of the County Governments Additionat Allocations Act (CGAAA), 2024
requires that additional allocations shall be funds agreed upon by the National Assembly and the
Senate during the consideration of the Budget Policy Statement and shall comprise oi County
Governments' additional allocations financed from either the National Government's Share of
Revenue orproceeds of loans or grants from Development Partners. Pursuant to Section 5 of the
CGAAA 2024, funds for additional allocations to County Governments shall be included in the
budget estimates of the National Government and shall be subrnitted to Parliament for approval.

In the 2025 Budget Policy Statement, the National Treasury proposes to allocate KSh 69.8 billion
as additional allocations (conditional and unconditional) to County Governments. Out ofthis, KSh
12-89 billion will be financed from the National Government's share of revenue, and KSh 55.07
billion from proceeds of loans and grants from Development partners.

HON. FCPA JOHN MBADI NG' H
CABINET SECRETARY/ NATIONAL TREASURY & ECONOMIC PLANNING
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Contact Percon:
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Executive Director, Bajeti Hub
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About Bajeti Hub

Bajeti Hub (formerly International Budget Partnership Kenya - IBP Kenya) is a Kenyan non-profit organization working to
advance transparency, accountability, participation, and equity in national and county budgeting processes. Bajeti Hub's
work is focused on strengthening the impact of civil society advocacy and citizens on budget policies and outcomes at
both levels of governance in Kenya. Through deep and sustained engagement, Bajeti Hub provides support to build
expertise and skills of civil society actors and citizens involved in budget advocacy. Citizen advocacy, generation of
evidence, technical assistance, learning, and networking are all integral components of Bajeti Hub's work

About the Institute of Certified Public Accountants of Kenya (ICPAK)

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

Preamble

The Division of Revenue Bill, 2025 is prepared in accordance with Article 218 of the Constitution to provide for the
equitable division of nationally raised revenue between the national and county governments for the FY 2025l26.This
Bill ensures that both levels of government receive adequate resources to fulhl their respective mandates and facilitate
effective service delivery to its citizens. It also considers public debt obligations, economic conditions, and national
priorities, ensuring a balance between {iscal sustainability and the resource needs of both levels of government,
Furthermore, the Bill outlines mechanisms for addressing revenue shortfalls or surpluses, ensuring that the national
goverrrment absorbs any revenue delicits while any surpluses are used for debt repayment or fiscal adjustments while
aligning with Kenya's economic strategr.

a
Page 2 of 13



l, f,:,f*' I CPAK
aort4a,ll^-, L . tfrr;artr . rr L i.r,ir aF,!i

ffi.rffi.ld{I,

Chapter eleven of the Constitution of Kenya 2010 estabiishes a two-tier government, National and County governments,
and provides specific functions for each level. Articte 187 (2)(a) requires that, if a function is transferred., arrangements
should be put in place to ensure that the resources necessary for the performance of the function or exercise of the power
are transferred. Further, Article 202 provides that revenue raised nationa\ shall be shared equitably between both levels
and that; county governments may be given additionat allocations from the national government's share of the revenue,
either conditionally or unconditionally. It is against this background, that the National Treasury prepares a Division of
Revenue Bill annuaily, while taking into consideration the recommendations of the Commission on Revenue Allocation
and the Intergovernmental Budget and Economic Council, as provided for by Section 12 (h) of the Public Finance
Management Act, 2012. Further, Section 191 (1) of the Public Finance Management Act 2012 requrres the Cabinet
Secretary to submit the Bill to Parliament for review and consideration.

The table below provides a detailed submission of the BilI;

CIause Submission Recommeudation
Clause 6 We remain concerned about the declining percentage of county

equitable share to total sharable revenue since the DoRA 2ol1. Despite
the nominal increase in county allocations, the percentage of total
sharable revenue allocated to county governments has continued to
decline, dropping to 14.29o/o in 2025, compared to 14.6lyo in 2024.

The implication of this is that while the national government has been
meeting the legal requirement of providing an equitable share of at Ieast
15 percent of the most recentty audited measure of its revenue, county
Governments have been experiencing a continuing decline in the
resources available to them as a share of overall shareable public
resources. The table below shows the revenue allocation of both
National and county governments across the years under review:

An analysis of previous Division of Revenue Acts is shown below:

1. The Senate adopt the
CRA's Recommendation of
Ksh. 417.4 billion as the
equitable share to
counties.

2. The Nationa-l Treasury to
consider inflation rates as
opposed to revenue growth
rates to inform the Division
of Revenue in future.

Page 3 of 13
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Clause Submission Recommendation

2,602.1 2,571 2,141.0 1,775.OShryable 2,435.O r,856.0 1,877
o

1,688.0

National
Govemment 2,44O.9 2,2t4.3 2,t77

4
1,764.O 1,398.0 1,533.0 1,554. 1,369.0

County
Equitable
Shue

414.O 385.0 385.4 370.0 370.0 316.O 31 6.0 314.O

I4.80 23.O 20.8
70 of County
Govemment
to Total
Sharable
revenue

14.74 17.O 16.8 18.6

77.O 42.4
Y" of
National
Govemment
to Total
Sharable
Revenue

a7.51 85.10 78.8 82.6 82.8 8t.l

Source: Diui-sion of Reuenue Acts 20 18-2024 and DORB 2023 & 2025

In the FY 2025126 Division of Revenue BiIl, the National Treasury has
allocated Kshs. 405.1 billion as the equitable share for count5r
governments. However, the Commission on Revenue Allocation (CRA)

recommends a higher allocation of Kshs. +17.4 billion, creating a
funding gap of Kshs. 12.3 biliion between the two proposals. While the
national treasury's proposal is based on revenue forecasts and fiscal
constraints, The CRA recommended figure represents a more needs-
based approach to ensure counties receive adequate funding to sustain
devolved fu nctions effectively.

The Kshs. 417-4 billion county ailocation was determined using a
structured formula that considers multiple lactors affecting service

Revenue
Share

DORB
2025

DORA
(Amm.l
2o24

DORB
2023

DORA
2022

DORA
2o2t

DORA
20.20

DORA
2019

DORA
2018
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Clause Submission Recornmendation
delivery across counties. The formula distributes lLnds based on
population size, equal share, poverty leveis, geographical size and
income distance- Finaiiy, a stabilization factor is applied to prevent
drastic changes in allocations compared to previous years, ensuring
smoother transitions in count5l funding.

Therefore, county Allocation y = | (o-42 * populatbn Index yl +(o.22 *
Equal share Indexy) + (0.14 * povertylndexy) + (0.09 * Geographical
Size Indexy) + (0.13 * Income Distance Index y) * Stabilization factor
y]. when this formula is applied to all counties a,nd their individual
allocations are summed up, using the previous year's allocation as the
baseline, it results in the proposed total equitable share allocation for
counties. Additionaily, the county equitable share, calculated at
25.79% of Kshs1,570,562,945,014, should be Kshs 405,048,194,000,
not Kshs 405,069,42O,197 .

Clause 22 -
Equalization
Fund &
Audited
Revenue

We note with concern the continued use of the FY 2O2O 121 audited
financials as the baseline for determining allocations. This approach
raises questions about the accuracy and relevance ol the figures used
in financial planning and resource distribution. For the upcoming Iiscal
year, a proposed allocation of Kshs. 2,8s2,814,725 rvhich represents
0.5% of the last audited and approved actual revermr.e for Fy 2o2ol2l,
has been set aside for the Equalization Fund. Additionally, an amount
of Kshs. 2,736,739,351 has been earmarked as part-payment of arrears
from previous years. while these allocations contriibute to addressing
the current funding gaps, the reliance on outdated revenue baselines
rnay lirnit the fi-rnd's effectiveness.

1. The Senate as part of
Parliament should explore
measures to have the
National Assembly
expedite the approval
process of audited
financial statements.

2. The national treasury
should ensure the
allocation of funds is based
on up-to-date revenlle
figures.
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Submission

Financial Year
2011t2012
,oai2oi3
iot5rnli
2014t2015
20 1 5/201 6

Toioi2ott
2017t2018
2018/2019
2019t2020
2o?ol2l21
2021t2022
2o2azoz3
Total

Approved Audited
Revenues

(Kshs.)
468,151.970.000
s2.e.3o0,dd0,ooo
520,:oo.0oo.oort
776.900.000.000
776,900.000.000
776,900.000.000

. 776,900,000,000
776.900,000.000
776,900,000.000 

.

_1,3 s7_..6_sq.9 q 0. qq0_

1 .357,689.000.000
1 ,4 13.694.840,000

1 0,317,233,81 0,000

Amount of
Equalisation Fund

Entitlement r

Amount
Transferred to

the Fund
(Kshs.) i

6.400,000.000 ,

o.ooo ooo.ooo'

12,400,000,000

- .(Kshs.)
,?.11Q119,.4-19 :

2.646,500,000 '' 2sati:ib4,000' 
-

3.884.500.000
3.884,500,000
3,sM,t00:600
3.8A4,500.000
3.884,s00,000
3.8M,500,000 .

6.788.490.000- 6.zs_8.490,000 
.

7.068,474,200.
51,586,214,050

Source: Auditor General Report 2024

The administrative challenges surrounding the trqualizatior
remain unclear, particularly the factors contributing to
disbursement rate over the past decade. Unlike other funds al

supporting service delivery and addressing marginalization sucl

Constituency Development Fund, Affirmative Action
Development Fund, Women Dmpowerment Fund, Youth En

.Development Fund, and National Drought Emergency Fur

Equalization Fund appears to be less effective in achieving its ir
purpose. Understanding the underlying reasons behind this d
is cruciai for im its functionality and impact.

There needs to be more claritY on the projects and progt

budgeted for under the lines of National Interest (Art. 203 [

Fund
s low
:ed at
,:.s the
Social
rprise
i, the
ended
parity

.mmes

). For
Youth

Clause

Clause 9 and
10 - National
interest

Recommendation
3. The national treasury

should provide a detailed
payment plan for
unremitted funds to track
disbursement
effectiveness.

4. The national treasury
should implement
monitoring mechanisms to
ensure funds are used for
their intended purPoses in
marginalized areas.

For each item under National
Interest. the National TreasurY
mustexample, what projects, pro or activities does
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Clause Submission Recommendation
Empowerment' exactly comprise? what informs its allocations in the
DORB each year and Ksh. i 1.175 Biiiion in DORB 2O2S?

1. Provide an explanation of
the allocations to the
identified programmes of
national interest, and what
informs the change sin
these from one DROB to
the next. A good example is
provided in Clause 12,
which explains the large
increase in the NSNP
allocation.

2. Indicate how the identified
programme is related to
the criteria under Clause
11.

Clause 16
Costing of
Functions

The onset of devoiution was 2013, when Kenya's population was
roughly 45 million and the cost of a unit of electricity was Ksh. 12 - 19
per unit. Kenya's population is currently projected to rise to 53.3
million in2025, with the price of electricity having risen to Ksh. 31 per
unit, reflecting not only a higher service delivery demand but a higher
cost of delivering public services. Therefore, the growth in population
and rise in the cost of basic factors like electricity alone diminish the
utility of using a 2013 expenditure for devolved functions as a baseline
to allocate revenue to counties rn 2025.

1. We recommend the Senate
to request the National
Treasury together with
IGTRC to commission an
update costing of
expenditure for devolved
functions based on the
recent delineation of
functions by the IGTRC.

Revenue
Projections

ordinary revenue is projected to grow to Kshs 2.84 trillion in Fy
2025/26 from the projected Kshs 2.58 triltion in Fy 2024/25. The
revenue estimates are as shown below:

1. The government's focus
should be on fiscal
consolidation and

Page 7 of 13
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RecommendationSubmissionClause
reduction of tax
leakages is needed to
further enhance
ordinary revenue
performance.

2. The government shouid
regulate revenue from
government assets,
dividends from state-
owned enterprises, and
user fees to reduce
overreliance on
taxation.

3. Ensuring that the
revenue projections are
reflecting realistic
economic growth rates,
inflation trends, and
external shocks.

The revenue estimates over the years, as depicted in the chart, indicate
a consistent increase in both projections and actual coilections.
However, actual revenue has often failen short of estimates,
emphasizing the need for realistic revenue forecasting and effective

tc:-i t6

rOrdm'P.rr- Esmra:(DOP-{:' -:-cul O:&nn'P-tr'

Source : National Treasury

revenue collection strategies
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I
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1;C

ffi
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I
l.:i S

I

1. Improve county revenue
collection strategies to reduce
over-reiiance on equitable
share allocations.

The chart below highiights a persistent
Revenue (OSR) collection compared to annual targets, indicating
inefficiencies in revenue mobilization and overestimated projections.
Despite fluctuations, revenue collection has consistently
underperformed, with the largest gap in 2023124 (Kshs. 22 billion
shortfall). This raises concelTls about weak enforcement, revenue
leakages, and unrealistic target setting, which impact county budget
execution and service delivery.

shortfall in Own SourceClause i5
Own Source
Revenue
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Clause Submission Reeommendation

Own Source Revenue Vs Annual Target

It is also worth noting that a few factors contribute to the
underperformance of revenue:

1. The Auditor General's county allocation assessments are based
on outdated financial baseline, potentially leading to misaligned
budgetary recommendations and oversight

2. Weak linkage between planning and budget formulation.
3. Under-perfonnance in own-sor- rce revenrle,

90
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58.9

80.9

2022/23 202L122

37.81 35.91

57.37 60.42

Financial year

2020/2t

34.44

53.66

10

0

I OwnSourceRevenue

E Anuual Targets
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Clause Submission Recommendation
Clause 13

Public debt
Kenya's public debt stock increased from Kshs . 70,278.88 billion at the
end of June 2023 to Kshs. 10,581.98 billion by June 2024, reflecting a
growth of Kshs. 303.1 billion. This expansion has resulted in public
debt reaching 63.0% of GDP, emphasizing the country's continued
reliance on borrowing to finance national expenditures. While a slight
decline in the overall public debt-to-GDP ratio may suggest attempts to
moderate debt accumulation, the present value of debt exceeding the
recommended threshold signals persistent debt stress. This raises
concerns about fiscal sustainability as high debt levels may limit the
government's ability to invest in critical development programs without
improving financial vulnerabilities.

The graph below represents public debt to GDP ratio for FY 2Ol8l19 to
FY 2023124:

1. The goverurment should
ensure strict adherence
to legal debt thresholds
as per the Public
Finance Management
(PFM) Act.

2. T}:'e National Treasury
should improve on
enhancing public debt
reporting focusing on
detailed disclosures on
the contingent
liabilities, maturity
profiles, and debt
sustainability analyses.

4. The projections
provided in the DORBs
should align with
figures from the Pubiic
Debt Management
Ofhce (Annual public
debt reports) to ensure
that the total shareable
revenue remains
accurate

Page 10 of 13



I , '*i'3''
COtBBDka.rt . ENGAGI. lFAil$OoM

Clause Submission Recommendation

Revc!,ue DORB
2O2Sl26

DORAO23l24 DORA
2o.2L122

Total Shaable
(billion)

2,944.r 1.2 2,1

Share
405.1 I 370.0 370.0

Shse in million
(DoRB 2025,

1,606.42

2ot8/rs 'o""Lruo,,,":'":1;:r. 
-;l'.'r*-, oJl"'"t

Source:2025 Medium Term Debt Management Strategg

For the fiscal year 2025126, tlne allocation to public debt repayment is
projected to increase by Kshs. 265.8 billion, further emphasizing the
growing burden of debt servicing. The table below shows the allocation
in public debt repayment in comparison to total sharable revenue and

it.9

67.j

55.7

68.::
65.tt

64.4
62.4 65.6

s8.8

2023124

63.r

countSr equitable share across the years under review:

68.o

1. 187 1,174.O1

I CPAK
qat.ffi.tdna
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RecommendationClause Submission
1,557 ,122 1.199.436 917.77A 7AO,62A

miliion
Public
report
20241

(Annual
Debt

2023-

,338 -269,Oa2Deviation from
the hgures in the
mnual public
debt report

Source: DORA 2020/ 21- 2024/ 25 & Annual Public Debt report 2023-24

The increasing public debt burden raises concerrls about fiscal
sustainability, as debt servicing costs continue to consume a
significant portion of government revenue, showing that the upward
trend in debt repayment limits fiscal space for development programs.

We also note that the figures provided in the iatest annual public debt
report of 2023-2024 conflict with those provided in the Division of
Revenue Bills 202 5 and 2024 . In case the actual figures are higher than
those in the DORB 2025, then it means that the Counties' share will
be less, as public debt is a non-discretionary payment.

General Submissions:

1. The Finance and Planning Committee must demonstrate the responsiveness of the DORB to the recent gazette

notice from the IGRTC delineating functions of national county governments. The Con'rmittee should compel the
National Treasury to provide an explanation of how this DOR framework aligns with and supports the enhanced

Page 12 of 13
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devolution of functions, particularly in light of the IGTRC notice delineating the roles of county and national
governments.l

2- We recommend an increased allocation to counties within thre DOR framework, especially in the face of recent
national level legislation across sectors that places greater administrative, or service delivery demands on county
governments. The liscal framework for FY 2025126 and the lvledium-Term indicates a projected decline in the
proportion of expenditure allocated to counties, dropping frorn lO.4oh to 9.3oh of the total projected expenditure.
However, recent reforms in the health sector include the Social Health Insurance Act, the Digital Health Act, Facility
Improvement Financing Act and the Primary Health Care AcL r.vhich all assign counties new administrative roles
e.g. the establishment of data banks, hiring of accountants at faciiities among other roles.

3. We further contend that to create fiscal space for more alloca&ions to counties through the equitable share, the
Committee can compel the National Treasury to expedite ongoing reforms in State Corporations that duplicate
county functions. For example, annual allocations to the Regional Development Authorities could be diverted to
Counties through the equitable share, given that many of thes<: authorities play a duplicative role to county
governments in the WASH sector, as identified by IGTRC.

4. We further recommend the Finance and Planning Committeeto:
a. Strengthen intergovernmental fiscal relations to ensure both levels of government collaborate effectively in

revenLle allocation and utilization.
b. Enhance frnancial oversight and accountability in both National and County governments to minimize

waste and inefficiencies by arresting and prosecuting dficers that pilfer public resources.
c. Promote fiscal discipline by ensuring revenue projections align with realistic economic assumptions and

past performance.
d. Enhance public participation in budget processes to enhance transparency and responsiveness to citizen

needs.

1 GAZETTE NOTiCE NO. 16472 https://igrtc.oo.ke/Downloads
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l.0Introduction
1.1.1 The County Assemblies Forum [CAF] is the coordinating body of

tl'te 47 County Assemblies in Kenya. CAF seeks to institutionalize tl're law

making, representation and oversight capacities for the County

Assemblies in Kenya and form linkages with other arms of governmcnt.

The primary mandate of CAF is to promote nctworking and synergy

amongst the 47 Assemblies, coordinate intergovernmental relations and
' enhance good practice in legislative development.

7.-1..2 This memorandum presents CAF's position on the proposed

equitable share revenue for the county governments for the Fy 2025/2A26

and sets forth reasoned and evidence-based recommendations to guidc
deliberations on the Division of Rcvenuc 8i11,2025.

2.0 Background

2.1.1The Division of Revenuc Bill, 2025 proposes the allocation of equitable

share to county goverrrments as follows:

Expenditure ltem CRA
(Billion)

National
Treasury
(Billion)

Variance
(Billion)

1. Equitable

Revenue

Share in FY

2024/25

387.425 387.425 ': 0

Add:

2. Increase

Revenue

Allocation

rn 30.000 17.644 1,2.366

TOTAL
EQUITABLE
SHARE
REVENUE

OF

477.425 40s.069 72.366

Source: National Treasury

r
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2,1.2National Treasury P(oPosal: KShs'405'1 billion

2.l..3County Assemblies Forum (cAn position: Ksh'450 billion

2.1.4While both the CRA and National Treasury agrcc on maintaining the

w 2024/25 baseline of Ksh'387'425 biilio;'--tl"y'differ on 'thc

inciementforFY2o?5/26.CRAproposcsanadditionalKsh.30billion,
white the National Trcasury p'opo'"'a lowcr incremcnt of Ksh'17'6{4

billion,'.read;;; ;;;;t"f Ksh'12'366 billicin bch'ecn the two

2.1.1Commission on Revenue Allocation (cRA) recommendation:

Kst:..477.4 billion

recommendations'

equitY.

2.1'5CAFProPosesanenlranccdequitablcshareofKsh.450billion,onthe
basis that this allocation ts loore rcflcctivc of thc realities on thc

ground and the incrcasing obligations of county govcrnments'

3.0 CAF Position on the Division of Revenuc Bill' 2025

1

3.1 cAF proposes en equitabl€ share of X!n'{! biilisn tp Countl

Governments for the Financll Year 12l:}'/2l.This figure is based on

arealisticassessmentofcurrentcounty-lcvelobligations,inllationary

Pressures' the need to ontho' new devolved functions' and thc

necessi|yofsafeguardingconstitutionaIprinciplesofdevolutionand

4.0 |ustification for CAF's Proposal of Ksh'450 billion

4.7.7 Escalating Non-Discretionary Expenditure at the County Level

4.1.2 Counties are incrcasingly facing hig: non-discretionary

u*ponairu'c' including the H"ousin gLcvf 'cmployer 
contributiors to

theSocialHealthlnsurancc'runi(sHtr),therolloutofUniversal
HealthCoverage(UHC),andstatutorysalaryincrcments.Thcse
obligatiJrl *"T"guffy binding and cannot bc clefcrrcd' yet t^cy are

notfullyprovidedforunclcrth-"NationulTrcasury,sKsh.405'lbillion
p,opo,utl..A..allocationofKsh.450billionwillprovidccountieswith
thefiscalsPacctohonourthescobligationswithoutsacrificingservice
delivcry or dcvclopment spcnding'

3



4.1.3

4.7.4

4.1..5

Strengthening Oversight, Legislation, and Representation
Functions of County Assemblies

County Assemblies continue to be underfunded, hindering their
ability to carry out their legislative, representative, and oversight
mandates effectively. The proposed Ksrr.450 billion allocation allows
for strengthening the institutional capacity of County Assemblies,
including thc work of Public Accounts Committees (pAC) and pubtic
Investments Committecs (plC), which are essential for fiscal
accountability and safeguarding public funds at the county level.

Inflationary and. Economic pressures on County Budgets
11r

qveu.r.l/lrvrrJ v, Lrrc r.,ldt.rUlrdt tred5uty pforeCt a J.J7o
GDP growtl"r and inflation witrrin the 5t2.5% band. However, the cost
of implementing county functions especialry hearthcare, agricurture,
and early childhood education has significantly increased crue to
inllatioru rising energy costs, and currency depreciation. A static or
marginally increased ailocation, such as the one proposed by the
National rreasury, fails to account for these economic realities. A
Ksh.450 billion allocation accommoclates inJration and auows
counties to maintain, if not improve, current service levers.

4.7.7 Alignment with the principles of Article 203 of the Constitution

4.1-8 Article 203(1Xd) of the Constitution requires that revenue ailocation
take into account the fiscal capacity and efficiency of county
goverrunents. Further, Article 203(2) mandates a minimum of 15% of
the latest audited and approved national revenue to be allocatecl to
counties. The proposed Ksh.450 bilion represents approxirnately
28.5% of the Iast approved revenue, thereby aligning with both the
spirit and Ietter of Article 203 by ensuring counties are predictably
and adequately resourced in light of their growing responsibilities.

4.1,.9 Realizing the Gains of Devorution and supporting County
Development Agendas

4.1.10 Devolution has demonstrably improved access to public services.
However, to sustain and deepen these gains, counties need increased
resources to complete stalled development projects, improve health

4



facilities, and fund county-led economic development priorities'

including County Aggregated Industrial Parks and 
.fo1th

emPowerment'programs. CAF's proposal is aimed at catalysing

grassroots'transformation and reducing fiscal dependency through

targeted and productive spending.

4.1.11 Pending bills

CAF.'s Recommendations to the Committee

Approve Ksh.450 billion to Empower Counties for Sustainable Growth'

we urgg the Committee to approve the Ksh.45Q billion, a figure wl'rich

reflects the grolving fiscal n..d, of counties and ensures they can meet

their obligations without comPromising service delivery'

Secure Adequate Resources for development' CAF advocates for the

Ksh.450 billion allocation to enable counties complete the stalled projects'

expand industrial parks, and invest in youth ancl women empowerment'

hence accelerating the impact of devolution'

Align the allocation witi the Constitutional Mandate. cAF calls for the

approvalofKsh.450billiontoensurecompliancewithArticle203ofthe
Corrstirution,whichmandatesequitableresourcedistributionbasedonthe
fiscal caPacitY of the counties'

Cushion Counties Against Economic Strains' CAF urges the Committee

to approve tne rsn]+s0 billion to help counries navigate fluctuating

energyf f.uel cosLs, currency fluctuations' fluctuating inllation rates' by

ensuringthattheycontinueprovidingessentialserviceswithoutextreme
financial constraints'

5.0 Conclusion and Asks

5'l.llnlightoftheabovc,CAFrespectfullyurgestheSenateStanding
Committee on Finance and Budget to:

5.1'.2 Reject the National Treasury's proposal of Ksh'405'1 billion on

grounds of fiscal insufficicncY'

5.1.3 Consider but improve uPon the CRA's rccommendation of

Ksh.4lT,Abillionbyaligningwithactualcountyfinancialobligations'
5.1..4 Adopt CAFis p-porut of Ksh,450 billion as the equitable share for

counties in FY 2025/26 to guarantee sustained service delivery'

instilutional capacity strengthening, ancl the consolidation of devolution

gains.

5.1.5 We thank the Committee for its continued support for devolution

4.7.

4.2.

4,3

4.4

4.s.

5



and reaffirm CAF's commitment to rvorking collaborarively with all

national stakeholders to ensure counties "" udtq"tely and equitably

funded
6.0 DORA since d'evolution

Summary/Flighlights

6.1.1 W 2073/'14 had the lowest allocation of 1'90 billion'

6.L.? Fa 2024/25 had the highest allocation at387,43 billion'.

6.1.3 In terms of percentages, the allocation for FY 201,4/1'5 had the highest at

437o though with inclusion of other allocations including equalization funds to

counties.

6.1.4 Allocation for FY 2023/24 in terms of percentage was the lowcst since

devolution with 23.03%.

6.1.5 Generally, the allocations to counties have been fluctuating since

devolution in terms of percentages.

6.1,.6 Currently, the audited and approved accounts by the Parliament that is

being used to divide this revenue is for the FY 2O2O/27 with total arnount of 7.57

trillion.

6.7.7 Summary of DORA Since Devolution

No Financial
Year

Allocation
in billions

Percentage
%

Comments

1 2U3/241.4 190 B 27.9 Equitable shareable

only
revenue

2. 2074/207s 2268 This was total allocations to
counties including equalisation
fund

J. 2015/2076 259.n 33 Equitable shareable

only
revenue

4. 201,6/2077 280.3 Equitable shareablc revenue
only

5. 2017/2078 302 32.28 Equitable shareable

only
revenue

6. 201.8/19 314 33,6 Equitable shareable revenue
only

7 2019/2020 316.5 30.49 , '.,

'i'J i 'l '

Equitable shareable
only

rcvcnue

8. 2020/2'.1 315.5 23.3'r Equitable shareable

only
revenue

6



9. 201t/n 370 ffifffi Equitablc sharcable
only

revcnue

1r 20221?j 370 J6;77, .:;Ei'iffin

d;:ix'ii i5'+*s,

Equitable shareabld revenue
only

11 20?i/24 385.43 ?i.A3 .j:':,t
ilt.r',i l]. r[;

Equitable shareable revenue
only

72 2024/25 387.43
!t.i.

Equitable shareable
only

revenue

13 2025/2026 405 ,fiit,$ffiii Equitable share as propos.e{ by

National Treasury

(
Yours sinccrely,

HON. SETH KAMANZA,

CHAIRPERSON, LEGAL AFFATRS SUB.COMMITTEE

(
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Prism Towers

3'd NgongAvenue
zBth Floor
P.O. BOX r3ro -
oo200
NAIROBI

Tel 254 (eo) 4z98ooo
Email: info@cra.go,ke
Website: www.crakenya. 9-!g h.'E,

COMMISSION ON REVENUE ALLOCATION

R_EF: CRA/ADM/SEN/BPS/oz Vol.III (u5) DATE: 2gthApril zoz5

J.M.Nyegenye, CBS
Clerk of the Senate
Parliament Buildings
P.O Box 4r84z-ooroo
NAIROBI

Dear Nyegenye,

II{VITATI ON TO A MEETING TO SUBM IT VIEWS ON THE D TVIS ION

oF REVENUE BILL, 29/25 (NATIONAL ASSEMBLY BILLS NO ro OF

zozs)

The Commission acknorvledges receipt of your letter reference number

SEN/DSEC lF &B / zoz; I o43(c) dated 22nd April, zoz5 inviting the Commission

to a meeting to submit vier,ra on the Division of Revenue Bill,zoz5 (National

Assembly Bill no. ro of zoe5.

The Commission has reviewed the Bill and wishes to submit a memorandum

with the comments attached herein as Appendix L The Commissions also

confirms its attendance to a meeting of the Standing Committee on Finance and

Budget on 6th May, zoz5 to submit and discuss the views.

Thank you for your continued cooperation.

Yours sincerely,

r Ag. COMMISSION SECRETARY/ CEO
Roble Nuno

ENCL.

I
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Appendix I

llt
! ME,MORANDUIVI ONTHE

Df\ruSION OF RE\TENUE
BILL zozs

Proposal

I 
) 

r' o r r t oti ng art liqu tt u b I e

Socic:ty

Schedule S.4:
Allocation of rerrenue
laised natioualll,
betu,ecn the national
and county
governntents fol the
FY zoz5/26

No Provision of thc
Bill

Issue Justification

Section 3: Object and
purpose of the AcL

-The Bill provides the object and
purpose of the Act is to provide for
the equitable sharing of revenue
raised nationally among the
national and countl, governments
in the financial ycal* 2o2;fz6 ir'l
accordance with Alticle zo3(z) of
the Constitution.

-The con'ect reference of the
shalir-rg of reveuue alnong
the national and couuty
govelnmenls is in
accoldance r,r,ith Article
zoz(r).

-Article zo3 plovides the critelia
sharing ofrevenue subiect to zoz(r).

for the

2 -Decline in the equitable share
allocation to the county
gorrernrnent from ro.4 pelcent to
9.3 percent and an inclease in the
allocation to the nationa] executive
from 56.7 percent to SZ.s
percent*(see Table r below).

-The Cornrrission in its FY
zoz5lz6 vertical
recourrnendatiou,
recornmendted that the
national goveLntnent be
allocated Ksh. 2,4o9.75, and
county gonerntnents Ksh.

477.4 trillhn as equitable
sharer; for iLe financial year
2025,26.

-The decline in tlie sharc of allocations to the
county gorrerntnent has a negative impact in
the ability of governuents to improve on
service delivery to the citizens aud this
arnounts to a claw back on the objects of
devolution.
-County governtnents have conditiorlal
financial obligations that were lneatlt to
comlnence in financial year zoz4lz5.
Howet,el', due to lhe downward revision of
projected ordinary l'e\renue for the financial
yeat 2o24f25, inrpletnentation of specific



No 2r of the
explanatorl' notes of
the Bill

Issue

-The Bil
interest
national

The Bil
allocatir
Affirma
deducti,
arriving

-The i

considc
expendr
zoS(r)
balancr
two ler
353.4
balauct
goveln)
H
-The 

1

makes

rresents iterns of national
s bcing synonynous to
overnment priorities.

presents other statutory
s narnely NG-CDF and
/e Action Fund its
s to be r:rade before
t the shareable revenue .

Il provides after'
r1g ail the mandatory
rres under Article
,[r the Constitution, thc
;ft for sharing between the
ls. of government is Ksh
Ilion (row G) and the
left fol the national

:nt is Ksh. (64,522) (rou,

ragraph in this Section
ention of the Third Barris

,

Justification

prog,l'arnmes and projects estirnated at
Iish.z billion have not been financed.
-The provision to allocate 47 county
goveLnurents an additional IGh. 17.6 billion for
FY zoz5/26 does
not anrount to equity in the sharing of
nationalll, raised re\/enues.

-Section + (rXa) of NG-CDF Act, zor5
established the NG-CDF Fund consisting of an
amount not lcss lhan 2.5%o of the national
governnrent's equitable share of revenue.
-Legal Noticc No.5z of the Public Finance
Management Act,2012 (National Government
Affirnrative Action Fund), Regulation zo16
established the national government
affir'mative action as an allocation fi'our the
national governrnent's equitable share ol
l'evenue.
-It is r-rot entirely factual to state that the
national govelnment is always left with
a negativc balance. The Constitution
established or-rly two levels of governrnent.

-The Cornrnission has developed an(
submitte<l its reconrmendation on the lrouftl,

No Ilrovision of the
Bill

3 Table z: Evaltration
of the Bill against
Article 203(1) of the
Constitution
Rotu A: Nolional
itterest

4. Table z: Evaluation
of the Bill agaitrst
Alticle 203(1) of the
Constitution
Row D: Other
stotufory ollocqfions

4. Table z: Evaluation
of the Bill against
Article 203(1) of the
Constitution

Row G: Balance to
be shared blt the ttuo
Ieuels of gouernrnent

5.

Proposal

-The national interests can
be irnplemented by either'
level ofgovernrnent based on
the law of
subsidiarity.

Tlre NG-CDF and
Affirmative action Funds ale
not paft of itenrs in Article
2o3 to be cor-rsideled before
alriving at the shareablc
revenue. The allocatiou ir-rto
the two Funds are nrade frorn
the national government's
equitable share of revenue.

-The national interest and
obligation are implernented
under the national level of
governnrent.

-The Third Basis as approved
by Palliarnent in September
2o2o was to be used for s



No. Provision of the
Biu

Issue Proposal Justification

Founula as applicable from
financial year zozofztto zoz5/26.

financial years: 2o2of zt to
zoz4/25.
-Parliament need to provide
guidance on the Basis u,hich
will be used for sharing
re\renue among the county
governments fi'orn the
firrancial year zo2s I 26.

Basis for sharing revenue alnong county
governments to Parliament for consideration.

6. No 29 of the
explanatory notes of
the Bill

The explanatory notes in zg(i)
provide.s that in arriving at the
respective revenue shares, the
National Treasury considered that
the Equalisation Fund arrears of
kish.z.7 billion will be financed
from the national government's
equitable share.

-The financing of
Equalisation Fund arl'ears
amounting to IGh. 2.7 billion
is not enough justification
against further increasing
the county government's
equitable share.

-Article zo+(r) of tlie Constitution plovides the
Equalisation Fund as a special purpose Fund
into which one half per cent of all revenue
collected by the national governlnent each year
shall be paid.

Table r: of Allocations Table

CFS: (Foreign and Domestic Pension and Salaries state

1 -20
Allocation 20.2412R 2025,126

I Natioual Government sB.3 5q.1
Of Which:
a) Executive
b) Parliarnent
c

56.7
1.O

o.6

57.5
1.O

o.6
q CFS 31.3 j1.6
3 Governments ro.4 9.3
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Tlrc Sctrrtc,

P.O. Box4l842-00100,

Nairobi.

Dc;rr Sir',

)tt o
DL?

'l'l I t 1 .\ IiNA't.,t
It ,f.(;tit vrit )

,l tr iV,ti /lt/,,

tl,n.! &.-L ltl;1,11'

OL ao L.\

RE: SUBMTSSTON OF MEMORANDUM ON E rvr ON OF REVENUI:

BILL, 2025 (NATIONAL ASSEMBLY BILL N 025

Tlre Corst Civil Socicry Ncrwor'[< for l-lunrrrr Riglrts is a ltt'o:rtl collitiorr of clvll soclcty

orglnizario.s, rcligious institutions arrd all lrrstituciorrs worl<ittg to cttltlttcc Ittttttntt rlgllts att<l

good govet'nincc at tltc Coast.

Tlrc Ncrwork lras parricul;rrly tal<err notc of tlre fact tlt:rc tltc Divisiorr of Rcvcttttc Blll ?'025,

proposes ro allocarc Kslrs. 405.1 billion to Countics. Tlrc Corrttttissiort oll rcvclltlc alloc;rtiolt

on rlre orler lrnnd, hlving considered all fnctors, t'ccottttttcltttcd alloc;rtiorr of l(slrs' 417'4

billionr. Following the c;rll by tlrc Senate for rrrcrrrbcrs of tlrc ptrblic to sttbttllt tttetttot'ln<l;t

on rlrc Division of Rcvcnuc Bill, 2025 (Natiorurl Asscnrbly Bill No, l0 of 20?-5) try tlrc 29"'

April 2025, plc;rse find bclow out'proposals:

Constittrtional Basis for tlto Divisiorr of Rovclttto

Article 203 (2) of thc Constitution of Kcnya 20 l0 st;rtcs tlrlt tlrc eqtrit;rtrlc slrrt'c to co(r|lty

govcrnntenrs is to be dcternrincd anntr:rlly frottt tltc t'cvcl)tlc t'ltiscd ttltiorr;rlly antl tlr;rt it

slrall not be lcss tlr;rn fifccen pcrccnt (il5%) o( nll t'cvctttlc collcctctl by tlrc ll;ltiorlill

govcrnntcnr. Arricle 203(3) ln partictrlar srites tllilt tlrc cqtritl[rlc sltrt'c is crlctrlltccl ott (ltc

basis of tlrc mosc rccent audiccd accounrs of rcvcrrtrc rcccivctl, ils :lp[)t'ovc(l by tlrc N;ttiorr;rl

Asscmbly.

On account of infor.rn;rtlon ln tlrc public, thc Naclott;tl Trcasttry. ;lt'oiccts tltlt irt tlrc FY

ZO2S12076,t5c ordinrr.y r.cvcnue collccrccl N;rrlorr;rlly to Kslrs.2h4 t|illiorr. Tlrc N;rtiorr;rl

,tA

\\0

\l','

a
' Clause 27 of thc Explanatory Memorandum to Divisiott of Rcvontto Uill, 2025
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Assenrbly has allocared Kshs.405.l billion to counties. This is 14.26 percent of the amount

expected to be collected nationally. This contravenes article 203(2) of the constitucion'

Furtlrer, we are concerned that while the lacesc audited accounts of revenue by the

Office of the Audiror General is for the 2023124 Financial Year, the audited revenue of

accounrs rhat was used as the basis for the Division of Revenue bill 2025 is for the 201017l,

Financial year. The total ordinary/ revenue for the 2023t241 Financial Year according to the

Kenya Revenue Authoriry is Kshs. 2.407 trillionr. ln the case we used as the lacest audited

accoun(s as the basis for Division of Revenue, at the current ProPortion of 25.79%, counties

should receive ar leasr Kshs. 620.705 bitlion in the subject financial year' This consideration

is inrpormnt because of the following reasons:

a. The revenue share ro rhe councies have been gradually reducing compared to the

amounr allocaced to National Governments since 7017120l!7 FY.

b. The controller of budget and the public accounts committee have cited counties to

be operaring with less development vote, this is the opponune moment for the

Senate to correct this anomalY.

c. The National governmenr already devolved furcher duties to counties in the FY

202312024 like library services. Thus, the roles under counties have increased and

deserve more allocations'

We further, are concerned by National Assemblies reiection of recommendations of

Commission on Revenue Allocation (CRA) which is the public body that is constitutionally

mandated under Article 216(l) (a) of the Consticution to make recommendations on the

basis for equiuble sharing of revenue becween the two levels of Sovernment' The CRA

proposed Kshs.4l7.4 billion4 as the equicable share to the councy Sovernmencs for current

financial year. This reiection is not premised on any reason laid down by the National

Assembly and reasurY.

The ptace of equalisation Fund: Under the explanatory noces to the memorandum of

objecu, ic is speI out thar rhe amounc due for equilisacion funds shall be provided through

Narional Government Pursuanr to article 204 of the Constitution of Kenya, Equalisation

Fund is established to prop up marginalized areas by facilitacing provision of services

including wacer, roads, health faciliries and electriciry. Arcicle 204 (3) (b) altows the National

Government to provide condirional grans in facilitating the role of Equilisation Fund.

Pursuanr to schedule 4 of rhe Constirution, the roles enlisted under the service o[ the ftind

are responsibilicies of the counries. Thus, all amounts allocated through the Natior';rl

Governmenr should be allocated as grants to the counties and performed by the counties.

Delay in Transfer of Functions to County Governments

2 httpsJ/www.oagkenyr.go.ke/wp_-contcnduploads/2024/06/AUOITOR-GENERAI-S'SUMMARY'REPORT'ON-
NATI ONAL-GOVERN MENT'2022'2023 -with-cover.pdf
t ARP - 8072024 - KRA Page on revenue performance 202312024.
a Commistion on Rcvenue Allocation (2025). Recommcndrtion on rhe basis for equioble shrring of rcvcnue bccween

nrtional and county tovernmcnti for the finrncirl yerr 2025/2026'/l
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MEMORANDUM ON E

BY THE KENYA D

To
The Clerk
The Senate,

P.O. Box 41842-00100,

Nairobl.

2s (NATTONAL ASSEMBLY

NIZATIONS'WORKING

:i-,.
f,. \ f'- Ct-

Date of nlt sion: 29'h 7025 _.;'l-.lT/.;l

3 0 API 202s

i!:\'

Or1r,t '

Dear Sir,

RE: SUBMISSION oF MEMORA UE BILL, 2025

(NATIONAL ASSEMBLY B]LL NO. l0 OF 2025)

Kenp Devolurton civit sociery organizationq (cso$ Wgrking Greup (KDCwG) is a nationll umbrellr

forum of the Kenyan civil sociery necworks across tlre 47 countles wlth a fOCus on rfcngthcnlng

devolution. The forum provides the civil societT and Kenyan citizens with a common plarform for

collective parCicipation in the implemengatlon of devolution and for learning and shrring of experience'

The objective of the KDCWG is Co contribute to the effectiveness of devolution in Kenya for the

realization of the constitutional promise on devolved tovernance'

The KDCWG has particularly taken note of the fact that the Division of Revenue Bill 2025' ProPoses to

allocatc Kshs.405.l billion to Counties. Thc Commission on Revenue Allocadon on the other hand'

having considered all facrors, rccommcnded allocation of Kshs.4l7.4 billion'. Following the call by the

Senare for members of the public to submit memorandr on the DiYision of Revenue Bill, 2025 (National

AssemblyBill No. l0of 2025)bythe2gdApril 2025,pleasefindbelowourproposals:

Constitutional Basis for the Division of Rcvenue

Anicle 203 (2) of rhe Constiturion of Kenya 2010 starcs thit thc equioble share to county Sovernmenls

is co be determined annually from the revenue raised nationtlly and thrt it shell not be less than fifteen

percenr (15%) of all revenue collected by the nationrl government. Anicle 203(3) in panicular states

that the equitablc share is calculated on rhe basis of the most recent audited accounls of revenue

received, as approved by the National Assembly.

On accoun! of information in the public, rhe National TreasurT proiecr that in the FY 2025/2026' thc

ordinary revenue collected Narionally to be Kshs. 2,84 trillion. The Division of Revenue Bill has allocated

{^

t Clause 27 of the Explanatory Memorandum to Divisipn of Revenue Bill, 2025
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Kshs.405. I billion ro counries. This is 14.26 perccnt of che amounr expected co be collected nationally.

This contravenes afticle 203(2) of thc constitution'

Further, we are concerned that while the larest audited accounts of rcvenue by the Office of the

Auditor General is for the 2023t24 Financial Ycar, the audited rcvcnue of accounts (hat was used as the

basis for the Division of Revenue bill 2025 is for the 2O2Oi2 I Financial Year. The total ordinary revenue

for rhe2023t24r Financial year according ro the Kenya Revenue Authority is Kshs. 2.407 trillionr. ln the

caJe we used as the latest audited accounts as the basis for Division of Revenue, at the current

proponion of 25.79%, counties should receive at least Kshs.620.705 billion in the subfect financial year.

This considcration is imPortant because of the following reasons:

a. The revenue share to the counties have been gradually reducing compared to the amount

allocated to National Governments since 20 l7120 l7 FY'

b. The Office of the Controller of Budget and the Public Accouns Commitree have cited counties

to he onemlins with less develooment vote, this is the opportune moment for the Senlte to

correct this anomaty.

c. The National government already devolved furthcr duties to counties in the FY 202312074 like

library services. Thus, the roles under counties have increased and deserve more allocations.

We further, are concerned by Nadonal Assernbly's reiection of recommendadons of Commission

on Revenue Allocation (CRA) which is the public body that is constitutionally mandated under Article

216(l) (a) of the Constitution to make recommendations on the basis for equitable sharing of revenue

between the rwo levels of govemmenL The CRA proposed Kshs.4 I 7.4 billiona as the equicable share to

rhe county governments for current financial year. This relection is not premised on any reason laid

down by the Nacional Assembly and the National Treasury'

The Place of equalization Fund: Under the explanatorT notes to the memorandum of objecu' ir is

spelt out that the amount due for €qualization funds shall be provided through National Governmenl

pursuant to arricle ZO4 of the Constitution of Kenya, Equalization Fund is established to ProP uP

marginalized areas by faciliadng provision of services including water, roads. health facilities and

electriciry. Anicle ZO4 (3) (b) allows the Nacional Governrnent to provide conditional grants in

facilitaring the role of Equalization Fund. Pursuant to schedule 4 of the Constitution, the roles enlisted

under che service of the fund are responsibiliries of the counties. Thus, all amounts allocated through the

National Government should be allocated as Srants to the counties and per{ormed by the counties'

Detay ln Transfer of Functions to County Governments

The Founh Schedule of the Constirurion of Kenya assigns roles to the nrtional and county Sovernments'

Since 2013 to date however, the national governmen! has continued to perform divcrse functions of thc

counry governments and also reoined the relrted resources. The functions include the functions of

2 https://wrru.oagkenyr.go.ke/wp<ontent/upload:/2024/06/AUDITOR.GENERATS.SUMMARY
GOVERNMENT-2022-2023-with-<ovcr'pdf
3 RRp - 807202a - KRA Page on revenue performance 202312024,
t #ffiffii.".nr.lnlto..-oon (2025). Rccommendadon on rhe brslr {or cqultablc rhrrlng of rcvcnue berwcen natlonrl

rnd county governments for the finenclel year 2025n026.

2

.REPORT.ON.NATIONAL.
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Region:rl Dcvclopnrcnt Autlroritiesl, urban rolds, Procurement of medical

he:rltlr wo;kc;s atrd procurcnlcnt and salc of fcrCilizers. As a rcsull, count;

functioncd optimilly and hrve struSSled to deliver quality services being demand

We are concerncd th:rt despite tltc Prcsidcnt's asscrtion6 that all financial reso

allocated to Counties in the FY ?:07517075, the same does not reflect on tl

Rcvenue Bill.

The acrual posirion is that the National Government sPends on the basis of ta, ..,>eo in the FY

7025:2026, according ro rhc proiccrions while rhe counties shall be oPerating on the basis of the

collecrions done in FY 2OZO|?OZ|, when we were tied to covid 19, and 4 years aPart- ln actual sense,

the amoun[ allocared ro rhe counries falls shon of the minimum l5 percent conttitutional threshold

when considered alongsidc the proiections ol 207512026.

We therefore recommend that the Senate make reference to the rcPorts from IGRTC' presented

to i! on 23.d Autust 2023 and adjust thc currcnt allocated figure by allocating funher Kshs. 272.2 billion

which is rhe cosr of several clemen6 of devolved functions being held by the by the National

GovernmenL

ln che case rhe Senrre plrys it role of protecting the interests of counties, countics should gec the Kshs.

405.1 billion and funher Kshs. 272.2 billion which adds to at least Kshs. 677.3 billion.

Delays in Disbursement of Equitable Share to County Governments

Service detivery and performance of the counq/ governmenc have regularly been affected by persistent

delays in transfer of the equiuble share of the revenue collected nationally to the devolved units.

Section 17(6) ol the public Finance Management Act (2012; places on the Nationrl Treasury the

responsibiliry ro releaie ro counrl tovernments at the beginning of every month and not later than the

fifceenrh day frorn rhe commencement of the month, to facilitate expenditure for the following month.

For insrance, according lo lhe Council of Governors, counry Sovernments have received their

disbursemenrs only up to February 2025, yet we are aPProaching end of FY 207412025.

We are concerned by the perslstent detays of disbursements over the yearc, which

contravenes Articlc 219 of the Constllution, which provides chrt a counry share of revenue rilised

narionally shall be rraniferrcd ro rhc counry wirhout unduc dclry and without deduction. lt is apprlling

rhar rhe Senrte has nor 6ken action to resolve this challengc even thouSh the sectors have been mising

this concern on ever/ oPPortune momenl

New Funds lntroduced with the rotes under Countier: the Division of Revenue Bill should

consider the Housing Levy and the Social Hcakh lnsurance Fund. The two streams have introduced hugc

revcnue to the Narional Governmenr yc! the funcrions housing and health lre counry funcrions'

The rudroritjes lncludc Kcrio Vrllcy Dcvelopmcnt Authorlry Tonr and Athl Rlvcrr Devclopmcnt AutloritT, Lrkc furin

Dcvclopment Authoriry. Ewrro NTiro South Dcvclopmcnr rnd Coart DcvcloPmcnt AuthoritY.

F
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Under tha Explanatory Memorandunt to the Dlvlslon of Roventtc, it is indicated that public

debt is a factor considered in llloclting tltc finlnces to counties. The not.cs furthcr state that the

Nationll Trclsury and the Nrtlonrl Assembly considered N:rtionrl lntcrcst. The Senatc should consider

addrcssing thc rwo concerns. Seemingly, the balloonlng pttblic dcbt will affect the counties

negatively yet the counties are never consulted ln thelr acqulsltion. ln the samc vein, the

Nation:rl interest ought to be understood in the context thrt, it can be addressed both at national and

counry level. Thus, allocarions intended for addresslng National interests should be broken down and

addrcssed cYen at counties.

Finally, undcr section 3 of the Division of Revenue Bill, the object of the bill is premiscd on article

202 (l). and not the 203(2), which is a principlc that should guide the bill.

Our Key Asks:

l) The Senate should propose allocation of at least Kshs. 677 billion considering all the

functions earmarked to be devolved to counties by lntcrgovernmcntal Relations

Committee, and in the very least Kshs. 426 billion on account of l5 percent of thc

amount proiected for ordinary revenue by National Treasury.

2) The Senate should institute legal mechanisms to ensure that all the devolved functions are fullT

costed and transferred ro the county tovernnlents in the current financial year together with the

budgetary allocations for each of the functions.

3) The Senate should put in place effective mechanisms to compel the National Treasury to ensure that

the eguicable share of the counry governments as stipulated in Anicle 203(3) of the Constitution is

rransferred ro counry tovernments striccly in line with the provisions of Section l7(6) of the Public

Finance Managemenc Acu

4) The Senate should institute legal and political mechanisms to ensure that the National Assembly

approves the audired revenue of accounts expeditiously and as a matter of prioricy within the

financial year rhey are rabled in Parliament- The legal mechanisrns the Senate should puc in phce

should arnong others provide that in the event thac the National Assembly fails to approve any

audited report after submission to the house for six months, then the rcpon shrll auromatically be

considered approved by che National fusembly and apply as the brsis for the division of revenue.

5) The Senate should ensure the passing of the Bill on Equalization fund and consider the place of the

counties in ensuring equieT by usint thc fund.

This memorandum is a compilarion of inPuts from mcmbcrs of thc KDCWG Gcncml Assembly, which

draws membership from CSO network across thc 47 countics in Kenyr; and hrs been approved by

members of the KDCWG Steering Committee, listed in the annexure'

Evans Kibet Boss
Convenor, Kenya Devolution CSOs Worlcing Group

4
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by the Steering Committee members on behalf of the KDCWG

For further information, please contacg

Erans Kiber Boss,

The Convener,

Kenya Devolurion CSOs Working Group (KDCWG)

Tel. +254 7l I 221794

Email: csodevolurionworkinSgrouP@tmail.com or eranskibetboss@gmail.com

Or

KDCWG Secrerarirt,

info(Oact.or.ke
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No Name on

0t Boss

Benedine

orth nomlc

Region mic Bloc
02

03 Micha Mburu

e(ry

u

Economic

Ei,Gi-Retltn Economic Bloc
04

X;nIErnEontiercounci| Countie s
0s -Ni6ri['ern 

FTontier Council Counties
06

07 Chris Owalla mlc

08 n tc

09 usha Jumuia ya za Pwani

l0 nta Mbe),u Jumuia ya Kaunti za nl

ll gumi nomtc

t7 Faith Kiema Eastem
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Bloc

t4 Juliana o

I5 Diana Gichengo unq/

l6 Cornelius Oduor

l7 Halima Sharif
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REPUBLIC OF KENYA

THIRTEENTH PARLIAMENT I FOURTH SESSION

THE SENATE

I

INVITATION FOR SUBMISSION OF MEMORANDA

The Division of Reven
The Public Audit fAmend

ue Bill, ?:$zl[NationalAssemhly Bills No.l0 ot2025l
mentJ Bill,zozLfNationalAssemhly Bills No.4 of 20241

The Division of Revenue B'll,ZOZS [National Assembly Bills N0.10 of 2025) and the Public Audit [Amendment] 8il1,2024

lpationat Assembly Bills No.4 of zo2$ were read a First Time in the Senate on Wednesday, 16th April, 2025 and Thursday,

20th March, 2025 respectively. Therea{ier, the Bills stood committed to the Standing Committee on Finance and Budget for

/ consideration. The Committee is requirej, under standing order 145[5] of the Senate Standing 0rders, to facilitate public

participation on the Bills and to take into account the viewl and recommendations of the public when the Committee makes

, its report on the Bills to the Senate.

The Division of Revenue Bill, 2025 [National Assembly Bills No.l0 of 2025) provides for equitable division of revenue

raised nationally between the national and county governments in FinancialYear2o2s/2026.The proposed shareable revenue

is Ksh.2,835,040,979,609 to be allocated as follows-
al the National Government to be allocated Ksh. 2,4.l9,382,005,336;
bj the County Governments to be allocated Ksh. 405,069,420,197; and

.j the Equaliiation fund to be allocated Ksh' 
,l0,589,554,076'

The publtc Audit (Amendment) Bilt, Z}z4(National Assea[fyBills llo.4 oJ 20241seeks to amend the Public Audit Act

Cap.4lZB,to clarify on the administrative poivers of the Auditil-Gen eral ay*.provide for the powers of the Auditor-General

with respect to initiating and undertaking forensic audits. The Bill furtheldeeks to provide for the establishment of a Public

Audit Fund, to clarify th"e steps involved in the process of auditing a pub|$ntity and to provide for actions to be taken by

accounting officers on the recommendations made by the Auditor-Generafdfter debate and consideration of audit reports by

Parliament or a CountY AssemblY.

ln accordance with the provisions of Article llStlltb] of the Constitution and standing order 
.145[5] 

of the Senate Standing

Orders, the Standing Committee on Financ. ,no Budget now invites interested members of the public to submit any

representations thatlhey may have on the Bills by way of written memoranda'

The memoranda may be submitted to the Clerk of the Senate, P.0. Box 41842-001}0, Nairobi, hand-delivered to the office

of the Clerk of the Senate, Main parliamlnt Buildings, Nairobi or emailed to clerksenate@padiament.go*.e and copied to

financebudgetcomm.senate@parliament.go.ke to be received on or before Tuesday, 29th April, 2o25ats.oo p.m'

Ihe Bills and the digests that summarize the contents and context of the Bills may be accessed on the Parliament website at

http://www.parliament.go.kelthe senatelhousedusiness/-bills.

r J. M. NYEGENYE, CBS,

CLERKOETflESENATL
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