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FOREWARD

TheCountyBudgetReview andOutlookPaper(CBROP)2018hasbeen

preparedinlinewithsection118ofthePublicFinanceManagement(PFM)

Act2012toprepareCountyBudgetReviewandOutlookPaper(C-BROP)for

theCounty,inrespectforeachfinancialyear;andsubmitittotheCounty

ExecutiveCommitteeby30thSeptember.

The paperreviews fiscalperformance ofthe Countyforthe 2017/18

financialyearwhilecomparingitwiththebudgetappropriation.Inaddition,it

providesinformationonchangesinforecastsasindicatedintheCounty

FiscalStrategyPaper(CFSP)2017;andhow actualfinancialperformance

forthepreviousfinancialyearmayhaveaffectedcompliancewiththefiscal

responsibilityprinciples,ortheCountyfinancialobjectivesforthatyear.It

furthergivesreasonsforanydeviationfrom theCountyfinancialobjectives

in the fiscalstrategy papertogetherwith proposals to address the

deviations.

Theupdatedeconomicandfinancialoutlookpresentedinthispaperwillset

outthebroad fiscalparametersforpreparation ofthenextbudget.In

particular,theprovisionalceilingspresentedareintendedtoactasaguide

tosectorworkinggroupsinpreparingtheirbudgets.

Itis therefore myexpectation thatthe policypaperwillbe usefulin

enhancingfinancialdisciplineandfiscalresponsibilitiesoutlinedinsection

107ofthePFM Act2012thatwillcontributetowardstherealizationof

aspirationoftheresidentsoftheCounty.

HON.ALFREDINDECHE

CECM -FINANCEANDECONOMICPLANNING
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ABBREVIATIONSANDACRONYMS

CRA : CommissionofRevenueAllocation

CBROP : CountyBudgetReviewandOutlookPaper

CFSP : CountyFiscalStrategyPaper

GDP

FY

:

:

GrossDomesticProduct

FinancialYear

IFMIS : IntegratedFinancialManagementInformation

System

KNBS : KenyaNationalBureauofStatistics

MTEF : Medium Term ExpenditureFramework

ORS : OwnRevenueSource

PE : PersonnelEmoluments

PFM : PublicFinanceManagement
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SBP : SingleBusinessPermit

SWG : SectorWorkingGroup
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PREAMBLE

TheCountyTreasuryismandatedbySection118ofthePublicFinanceManagement

(PFM)Act2012toprepareCountyBudgetReviewandOutlookPaper(C-BROP)forthe

County,which is to be submitted to the County Executive Committee by 30th

Septemberoftheyear.Section118(1)ofthePFMA2012statesthat;theCounty
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treasuryshall;

• PrepareaCountyBudgetReview andOutlookPaperinrespectoftheCountyfor

eachfinancialyear;and

• SubmitthepapertotheCountyExecutiveCommitteeby30thSeptemberofthat

year.Section118(2)oftheActprovidesdetailsofissuespresentedintheCounty

BudgetReviewandOutlookPaper.Thesectionstatesthat:InpreparingitsCounty

BudgetReviewandOutlookPaper,theCountyTreasuryshallspecify–

i. Thedetailsoftheactualfiscalperformanceinthepreviousyearcomparedto

thebudgetappropriationforthatyear;

ii. Theupdatedeconomicandfinancialforecastsinrelationtothechangesfrom

theforecastsinthemostrecentCountyFiscalStrategyPaper(CFSP);

iii. AnychangesintheforecastscomparedwiththeCFSP;

iv. How actualfinancialperformanceforthepreviousfinancialyearmayhave

affectedcompliancewiththefiscalresponsibilityprinciples,orthefinancial

objectivesinthe

CFSPforthatfinancialyear;and

v. Reasonsforanydeviationfrom thefinancialobjectivesintheCFSPtogether

withproposedmeasurestoaddressthedeviationandthetimeestimatedfor

doingso.

This 2018 C-BROP was therefore prepared bythe CountyTreasurypursuantto

provisionofPFMA2012section118(1).Bylaw,theCountyGovernmentisrequiredby

Section107ofPFMA2012tomanagepublicfinancesinlinewiththeprinciplesof

fiscalresponsibility.Thesectionstatesthat:

1)TheCountyTreasuryshallmanageitspublicfinancesinaccordancewiththe

principlesoffiscalresponsibilitysetoutinsubsection(2),andshallnotexceed

thelimitsstatedintheregulations.

ThelimitsintheregulationsLegalnoticenumber35section25(1)areasquoted:

……..”25.(1)Inadditiontothefiscalresponsibility

principles setoutin section 107 ofthe Act,the
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followingfiscalresponsibilityprinciplesshallapplyin

themanagementofpublicfinances—

(a)the CountyExecutive Committee Member

with theapprovaloftheCountyAssembly

shallsetalimitonthecountygovernment’s

expenditure on wagesand benefitsforits

publicofficerspursuanttosection107(2)of

theAct;

(b)thelimitsetunderparagraph(a)above,shall

notexceed thirty-five (35)percentofthe

countygovernment’stotalrevenue;

(c)forthe avoidance ofdoubt,the revenue

referredtoinparagraph(b)shallnotinclude

revenuesthataccruefrom extractivenatural

resourcesincludingasoilandcoal;

(d)thecountypublicdebtshallneverexceed

twenty (20%) percent of the county

governmentstotalrevenueatanyonetime;

(e)thecountyannualfiscalprimarybalanceshall

be consistent with the debt target in

paragraph(d);

(f) the approved expenditures of a county

assemblyshallnotexceedsevenpercentof

thetotalrevenuesofthecountygovernment

ortwicethepersonnelemolumentsofthat

countyassembly,whicheverislower;

(g)pursuanttosection107(5)oftheAct,ifthe

county governmentactualexpenditure on

developmentshallbeatleastthirtypercentin

conformity with the requirement under

section107(2)(a)oftheAct;
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(h)ifthecountygovernmentdoesnotachieve

therequirementofregulation25(1)(f)above

attheendofthefinancialyear,thecounty

executive committee memberforfinance

shallsubmita responsibility statementto

countyassemblyexplainingthereasonsfor

thedeviationand

provideaplanonhowtoensureannualactualexpenditureoutturnsas

wellasmedium term allocationcomplywiththeprovisionsofSection

107(2)(a)oftheActandtheseregulationsinthesubsequentyears;

and

(i)thecomplianceplanaboveshallbebindingandthecountyexecutive

committeememberforfinanceshallensureimplementation“

2)InmanagingtheCountyGovernment’spublicfinances,theCountyTreasuryshall

adheretothefollowingfiscalresponsibilityprinciples–

(a)theCountyGovernment’srecurrentexpenditureshallnotexceedtheCounty

Government’stotalrevenue;

(b)overthemedium term planaminimum ofThirtypercentoftheCounty

Government’sbudgetshallbeallocatedtothedevelopmentexpenditure;

(c)theCountyGovernment’sexpenditureonwagesandbenefitsforitspublic

officers shallnotexceed a percentage ofthe CountyGovernment’s total

revenue as prescribed by the County Executive Memberforfinance in

regulationsandapprovedbytheCountyAssembly;

(d)overthemedium term,theGovernment’sborrowingsshallbeusedonlyfor

the purpose offinancing developmentexpenditure and notforrecurrent

expenditure;

(e)theCountydebtshallbemaintainedatasustainablelevelasapprovedby

Countyassembly;

(f)thefiscalrisksshallbemanagedprudently;and

(g)areasonabledegreeofpredictabilitywithrespecttotheleveloftaxrates



11

andtaxbasesshallbemaintained,consideringanytaxreformsthatmaybe

madeinthefuture.

3)Forthepurposesofsubsection(2)(d),shortterm borrowingshallberestrictedto

managementofcashflowsandshallnotexceedfivepercentofthemostrecent

auditedCountyGovernmentrevenue.

4)EveryCountyGovernmentshallensurethatitslevelofdebtatanyparticulartime

doesnotexceedapercentageofitsannualrevenuespecifiedinrespectofeach

financialyearbyaresolutionoftheCountyassembly.

5)Theregulationsmayaddtothelistoffiscalresponsibilityprinciplessetoutin

subsection(2).
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1.0INTRODUCTION

Thissectionhighlightsobjectivesofthepaper,itssignificanceinthebudgetmaking

processandabriefdescriptionofthestructure.

TheCountyBudgetReviewandOutlookPaper(CBROP)ispreparedinlinesection118

ofthePublicFinanceManagement(PFM)Act,2012.Thepaperreviewsthefiscal

performanceoftheCountyforthefinancialyear2017/2018;theupdatedmacro-

economicandfinancialforecasts;anddeviationsfrom theapprovedCountyFiscal

StrategyPaper(CFSP)2017andreasonsforsuchdeviations.

1.1ObjectivesofCBROP

Theobjectiveofthepaperistoprovideareviewofthepreviousfiscalperformanceof

the Countyand how this impacts the macro-economic outlook.Specifically,the

CBROPprovides:

i. Updatedeconomicandfinancialforecastsinrelationtothechangesfrom the

forecastsinthemostrecentCountyFiscalStrategyPaper(CFSP);

ii. Detailsoftheactualfiscalperformanceinthepreviousyearcomparedtothe

budgetappropriationforthatparticularyear;

iii. AnychangesintheforecastscomparedwiththeCFSP;

iv. Indicationonhow actualfinancialperformanceforthepreviousfinancialyear

mayhaveaffectedcompliancewiththefiscalresponsibilityprinciples,orthe

financialobjectivesintheCFSPforthatfinancialyear;and

v. Reasonsforanydeviationfrom thefinancialobjectivesintheCFSPtogether

withproposedmeasurestoaddressthedeviationandthetimeestimatedfor

doingso.

1.2SignificanceofCBROP

Thepaperisapolicydocumentandlinksplanningwithbudgeting.Itissignificantin
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thebudgetmakingprocesswithintheMedium-Term ExpenditureFramework(MTEF)

asitreviewspreviousfiscalperformancefortheyearandidentifiesanydeviations

from thebudgetwiththeaim ofprovidingrealisticforecastsforthecomingyear.It

alsoassesseshowfiscalresponsibilityprincipleswereadheredasprovidedinsection

107ofthePFM Act2012.Inaddition,theupdatedmacroeconomicandfinancial

outlookprovidesabasisforanybudgetrevisionandsetsoutbroadfiscalparameters

forthenextbudget.

1.3StructureofCBROP

This paperhas fourothersections.Section Two reviews the County’s fiscal

performanceforthepreviousyear.Itisdividedintothreesub-sections,namely,The

Overview,FiscalPerformanceandImplicationsofFiscalPerformance.Sectionthree

reviewsrecenteconomicdevelopmentsandhasfoursubsectionsofRecentEconomic

Developments,EconomicOutlook&Policies,Medium Term FiscalFrameworkand

RiskstotheOutlook.Sectionfoursetsouthow theCountyGovernmentintendsto

operatewithinitsmeans.Itestablishestheresourcesenvelop(totalrevenues)it

expectsthenallocatestheseacrossdepartmentsbysettingexpenditureceilingsfor

eachdepartment.Inaddition,ithasfoursub-sections:adjustmenttotheproposed

budget;themedium-term expenditureframework;proposedbudgetframework;and

projectedfiscalbalanceandlikelyfinancing.Andlastly,sectionfivegivesaconclusion

oftheentirepaper.
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2.0REVIEW OFCOUNTYFISCALPERFORMANCEIN2017/18FY

ThissectiondetailstheCounty’sfiscalperformanceforthefinancialyear2017/18

inrelationtothebudgetappropriationfortheyear;andimplicationsarisingfrom

thefiscalperformancefortheperiodunderreview.

2.1OVERVIEW OFTHEFY2017/18BUDGET

TheCounty’sFY2017/18ApprovedSupplementaryBudgetwasKshs.5.58billion,

comprisingofKshs.3.88billion(69.6percent)andKshs.1.70billion(30.54percent)

allocationforrecurrentanddevelopmentexpenditurerespectively.

Tofinancethebudget,theCountyexpectstoreceiveKshs.4.41billion(79percent)

asequitableshareofrevenueraisednationally,Kshs.425.13million(7.6percent)

astotalconditionalgrants,generateKshs.220million(3.9percent)from own

revenuesources,andKshs.527.38million(9.4percent)cashbalancebrought

forwardfrom FY2016/17.

Figure1..ShowstheexpectedsourcesofbudgetfinancingintheFY2017/18
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Source:VihigaCountyTreasury

TheconditionalgrantscontainedintheCARA,2017compriseofKshs.95.74million

(18.4percent)forLeasingofMedicalEquipment,Kshs.164.95million(38.8per

cent)from theRoadMaintenanceFuelLevyFund,Kshs.12.66million(3percent)as

Compensation forUserFee Foregone,Kshs.17.33 million (4.1 percent)from

DANIDA,Kshs.50million(11.8percent)asWorldBankloanforNationalAgriculture

Growth&RuralInclusiveGrowthProject,Kshs.38.85million(9.1percent)forthe

WorldBankKenyaDevolutionSupportProgramme,Kshs.50.89million(12percent)

forDevelopmentofYouthPolytechnics,Kshs.73.96million(17.4percent)asWorld

BankloanforTransformingHealthSystem forUniversalCareProjectandKshs.16.5

million(3.9percent)asOtherLoansandGrants.

Duringtheperiodunderreview,theCountyGovernmentsetoutintheC-FSP2017

toattainpositivegrowthprospectsthroughincreasedactivitiesintheCounty

sectors.TheCountystrengthenedrevenueadministrationtoenhanceefficiencyin

revenuecollection.Countyexpenditurewasalsoguidedbysectorobjectivesand
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prioritiesasoutlinedintheCIDP.

2.2FISCALPERFORMANCE

DuringtheFY2017/18,theCountyreceivedKshs.4.41billionasequitableshareof

revenueraisednationally,Kshs.329.40millionastotalconditionalgrants,raised

Kshs.143.53 million from own source revenue,and had a cash balance of

Kshs.527.38millionfrom FY 2016/17.Thetotalavailablefundsamountedto

Kshs.5.41billion.Inoverall,Ownsourcerevenuesfor2017/18FYgrew by40per

centcomparedtothepreviousyear,thatis143millionfrom 102millionhoweverit

alsofellshortofthebudgettargetby35percentasindicatedintable1below.

Table1:SummaryofCountyFiscalPerformance

ITEM
SOURCE

2016/17 2017/18 2017/2018 2017/18

(%)
Change
in
2016/17
and
2017/18
Actuals

(%)
Realization
inBudget
and
Actuals
2017/18

(%)Realization
in
Supplementary
Budgetand
Actuals
2017/18

  Actual(Ksh)
Budgeted
(Ksh)

2nd

Supplementary
budget

Actual(Ksh) % % %

Exchequer
issue

4,389,755,291 4,570,875,477 5,362,314,565 4,738,579,196 8 104 88

Own
generated
revenues

102,445,789 220,000,000 220,000,000 143,533,060 40 65 65

TOTALS 4,492,201,080 4,790,875,477 5,582,314,565 4,882,112,196 9 102 87

Source:VihigaCountyTreasury

2.2.1OwnSourceRevenue(OSR)



17

In2017/18FY,theCountyreceivedanequitableshareofCountyrevenueofKshs.

4,409,200,000 and grants of Kshs. 329,379,196 against a target of

Kshs5,362,314,565sourcerevenueamountedtoKshs.143,533,060againstatargetof

Kshs.220,000,000asshownbelow.

Figure2.YearlytrendinOSRcollectionfrom the2013/14FYtothe 2017/18FY

source:VihigaCountyTreasury

Table2:VihigaCounty,TrendinORSCollectionbyQuarterfrom FY2013/14totheFY
2017/18

FY
2013/14

FY
2014/15

FY
2015/16

FY
2016/17

FY
2017/18

QTR.1 18,825,000 25,624,320 29,925,190 23,563,100 12,820,040

QTR.2 17,683,250 23,095,640 34,891,710 15,954,700 29,069,376

QTR.3 41,034,020 29,423,870 27,377,470 26,129,400 50,551,434

QTR.4 45,786,700 37,896,590 32,925,190 31,300,700 51,092,210

 TOTALS 123,328,970 116,040,420 125,119,560 96,947,900 143,533,060

TARGET 204,274,739 377,743,491 220,000,000 220,000,000 220,000,000
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source:VihigaCountyTreasury

Figure3QuarterlytrendinOSRfrom the2013/15FYtothe 2017/18FY

source:VihigaCountyTreasury

ThetablesandfiguresaboveshowthattheCountystartedathighORSmark,

droppedthesecondyearthenstartedtoregaininthethirdyear.Inthefourth

yearbeinganelectioneeringyearOSRdroppedtremendouslytolessthan100

millionshillingsthenitpickedupinFY2017/18.

Itisobservedthatintheyearswheretherehasbeenanincreasingtrendin

collectionofOSRtheCountyhasneverattainedittargetasperthebudget.

ThereisneedfortheCountytorelookatitsOSRpotentialagainstitsabilityto

maximizethecollectionoutofit.



19

Table3ORSPerformanceperstream 2017/18

    QTR1 QTR2 QTR3 QTR4  2017/18

  STREAMS/RECEIPTS KSHS KSHS KSHS KSHS
TOTALS

RECEIPTS
KSHS

1 RENTALINCOME 20,000 70,000 768,510 727,250 1,585,760

2 LANDBOUNDARYDISPUTES 100,000 143,000 185,000 200,000 628,000

3 SINGLEBUSINESSPERMITS 804,315 868,320 14,295,702 5,759,940 21,728,277

4 LIQUORLICENSE 2,451,657 578,120 93,420 3,580,815 6,704,012

5 RATES 54,265 5,550 466,213 203,692 729,720

6
SIGNBOARDS;

PROMOTIONS/ADVERTISEMENT
34,440 243,000 101,860 64,830 444,130

7 PLOT\SITERENT 524,505 571,855 40,435 554,985 1,691,780

8 LEASE\RENTALOFMACHINES 636,075 381,020 1,386,285 1,096,030 3,499,410

9 MARKET\TRADE 3,034,340 3,275,795 4,205,388 3,813,765 14,329,288

10 VEHICLEPARKING 7,561,840 8,220,320 9,533,875 9,383,790 34,699,825

11 PUBLICHEALTHSERVICE 271,410 294,800 600,700 1,242,430 2,409,340

12 SLAUGHTERMANAGEMENTFEES 51,910 186,980 327,369 821,165 1,387,424

13 WATERSUPPLYadmnFEE 93,800 222,250 379,340 324,520 1,019,910

14 BUILDINGPLANAPPROVAL 60,500 40,800 351,300 535,620 988,220

15 SAND\MURRAM 15,900 21,200 - 51,700 88,800

16 FINES,PENALTIESANDFORFEITURE 330 56,754 87,921 40,987 185,992
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17 LIVESSTOCKCESS 747,268 350,880 377,883 547,370 2,023,401

18 TEACESS - - - - -

19 FACILITYIMPROVEMENTFUND 1,490,942 6,358,968 11,526,441 11,852,210 31,228,561

20 NOISEEMMISSION 25,200 46,200 - - 71,400

21 REGISTRATIONOFGROUPS 37,750 37,500 78,050 100,250 253,550

22 APPLICATIONFEES,S.B.P - 53,500 - - 53,500

23 MISCEINCOME 52,179 2,308,117 1,301,136 1,171,082 4,832,514

24 INSPECTION - 4,000 54,000 124,000 182,000

25 HIREOFHALL - 12,000 5,000 5,000 22,000

26 PLANAPPLICATIONFEES - 17,500 13,500 - 31,000

27 SCRUTINYOFPLANSELECTRICAL - - 24,000 60,000 84,000

28 SCRUITINYOFPLANSMECHANICAL - - 23,250 41,000 64,250

29 SALEOFFERTILIZER - - 6,063,455 7,333,835 13,397,290

30 PAYBILL - - - 796,340 796,340

31 WEIGHTSANDMEASURES - - 18,500 - 18,500

32 HIREOFGROUND - - 11,400 - 11,400

33 VETERINARYSERICES - - - 5,930 5,930

  TOTALSWEEPSTOCRFACCOUNT. 12,820,040 29,069,376 50,551,434 51,092,210 143,533,060

source:VihigaCountyTreasury

Table4ORSComparisonTable2016/17&2017/18

STREAMS 2017/18 2016/17 VARIANCE
1 RENTALINCOME 1,585,760 252,875.00 1,332,885

2
LAND BOUNDARY
DISPUTES 628,000 447,160.00 180,840

3
SINGLE BUSINESS
PERMITS 21,728,277 13,585,701.00 8,142,576

4 LIQUORLICENSE 6,704,012 1,151,500.00 5,552,512
5 RATES 729,720 553,921.00 175,799

6

SIGN BOARDS;
PROMOTIONS,
ADVERTISEMENT 444,130 1,201,405.00 -757,275

7 PLOT\SITERENT 1,691,780 2,199,551.00 -507,771

8
LEASE \RENTAL OF
MACHINES 3,499,410 572,411.00 2,926,999

9 MARKET\TRADE 14,329,288 13,658,968.00 670,320
10 VEHICLEPARKING 34,699,825 33,256,850.00 1,442,975

11
PUBLIC HEALTH
SERVICE 2,409,340 1,842,605.00 566,735

12
SLAUGHTER
MANAGEMENTFEES 1,387,424 255,980.00 1,131,444

13
WATER SUPPLY
admnFEE 1,019,910 1,373,840.00 -353,930

14
BUILDING PLAN
APPROVAL 988,220 356,770.00 631,450

15 SAND\MURRAM 88,800 78,900.00 9,900

16
FINES, PENALTIES
ANDFORFEITURE 185,992 81,198.00 104,794

17 LIVESSTOCKCESS 2,023,401 1,688,104.00 335,297
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18 TEACESS 0 6,670,881.00 -6,670,881

19

FACILITY
IMPROVEMENT
FUND 31,228,561 14,888,169.00 16,340,392

20 NOISEEMMISSION 71,400 8,800.00 62,600

21
REGISTRATION OF
GROUPS 253,550   253,550

22
APPLICATION FEES,
S.B.P 53,500   53,500

23 MISCEINCOME 4,832,514 105,980.00 4,726,534
24 INSPECTION 182,000 182,000
25 HIREOFHALL 22,000 22,000

26
PLAN APPLICATION
FEES 31,000 31,000

27
SCRUTINYOFPLANS
ELECTRICAL 84,000 84,000

28

SCRUITINY OF
PLANS
MECHANICAL 64,250 64,250

29 SALEOFFERTILIZER 13,397,290 8,214,220.00 5,183,070
30 PAYBILL 796,340 796,340

31
WEIGHTS AND
MEASURES 18,500 18,500

32 HIREOFGROUND 11,400 11,400

33
VETERINARY
SERICES 5,930 5,930
TOTAL
COLLECTIONS. 145,195,524 102,445,789 42,749,735

 
SWEEPS TO CRF
ACCOUNT. 143,533,060 102,445,789.00 41,087,271

source:VihigaCountyTreasury

2.2.1.1 REASONS FOR IMPROVEMENT IN OWN REVENUE SOURCE 2017/18 COMPARED TO

2016/17

1.OperationalizationoftheVihigaCountyadministrationAct2015thattook

collectionservicestothesubcountylevelthusclosertothetaxpayers.

2.ConducivepoliticalenvironmentcreatedbyconsistentpositivesentimentsbyH.E

TheGovernorontheneedbyeverycitizentopaytax.

3.Facilitationofthesubcountyrevenueofficersbythedepartmentoffinancefor

officerunning.

4.Regularappraisalofsubcountycollectionsbytherevenuemanagementteam

headedbytherevenuereceiverandreportingtotheCECM Financeand

EconomicPlanning.

5.Provisionofmeansoftransportforsupervisionandenforcementtothevarious

revenueteams.
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6.FrequentandperiodicalpublicityofrevenueactivitiesonVihigaFM radiostation

whichhasabigaudienceandfollowingintheCounty.

7.Promptprocurementofrevenuebooksandotherstationary.

8.Enhancedmonitoringofrevenuecollectioninthedepartmentoftransportand

infrastructureonusageofmachinesandbuildingplansapprovals.Thisrealized

anincreasefrom Kshs.572,411.00toKshs.3,499,410representing511%.

9.Strengthenedinternalcontrolsystem wheredutieshavebeensegregatedatsub

countyofficesforeasydetectionoffraudandpreventpilferage.

10. PrompthandlingofindisciplinecasesbytheofficeoftheCECM Financeand

Economic Planningtostaffsuspectedtohaveembezzledfunds.

2.2.1.2CHALLENGES

1.InadequaterevenuecollectorstocovertheOSReffectivelye.gmarkets.

2.Collapseoftherevenueautomatedsystem aftertheserviceprovider

Compulynxrefusedtoserviceandmaintainthesystem infrastructure.

3.UninductedrevenueandenforcementteamsontheprovisionsoftheFinance

Actandotherenablinglegislations.

4.Thedepartmentoflands,housing,physicalplanningandurbandevelopment

hasnotoperationalizedtheVihigaCountyRatingandValuationAct2017

whichwilladdresslandratespayments.

5.Thoughthepositivesentimentsbytheexecutivewingofthegovernment,the

legislativewing(MCAs)onsomeoccasionshavemadepoliticalstatements

thathavenegativelyaffectedrevenuecollection.

6.Lackofenablingbylawsandregulationstohelpenforcerevenueespeciallyon

defaultersandotheromissions.
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7.Lackofenoughvehiclesforsupervisionandcollection.Therevenue

administrationActgaveaprovisionforavehicleperSubCounty.

8.DespiteinvoicingthecontractorbuildingtheKisumu-Kakamegaroadwitha

claim ofKshs159m,noresponseorpaymenthasbeenreceivedtodate.

9.Lackofstaffuniformsandotherequipmentthathelpstoidentifythetax

collectorfrom anyothermemberofthepublic.

10.Non-provisionofcrucialmarketamenitiesbyotherdepartmentswhich

hamperscollectionfrom somestreams.

2.2.1.3WAYFORWARD

1.Procureaneffectiveandaccountablerevenueautomatedsystem that

conformstotheguidelinesissuedbythecommissiononrevenue

allocationonautomatedsystems.

2.Strengthentherevenueadministrationstructureaspertheprovisionsof

theAct.

3.Ensurepromptandtimelyprocurementofrevenuebooksandstationary.

4.OnesthefinancebillhasbeenpassedintoanAct,therevenuecollectors

andenforcementofficersneedtobethoroughlyinductedonthechanges.
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2.2.2Disbursementfrom Exchequer

TheequitableshareallocationofCountyrevenueincreasedby8percentcomparedto

theprevious2016/17FYattributedtoimprovedrevenueperformanceatthenational

level.

Table5AnalysisofConditionalGrantsReleasedfortheFY2017/18FY2017/18

source:VihigaCountyTreasury

S/N
o

Grants 

Annual
CARA,2017
Allocation
(inKshs)

Annual
Budget

Allocation
(inKshs)

Actual
receipts in
the FY
2017/18 (in
Kshs.)

Actual
Receipts
as
Percentag
e of
Annual
Allocation
(%)

1
Road
Maintenance
FuelLevyFund

164,948,954 164,948,954 135,608,730
82%

2

WorldBankLoan
forTransforming
Health System
for universal
CareProject

73,956,777 73,956,777 23,111,493
31%

3
Development of
Youth
Polytechnique’s

50,886,386 50,886,386 50,886,386
100%

4

WorldBankLoan
for National
Agricultural &
Rural Inclusive
Project

50,000,000 50,000,000 50,609,855
101%

5
KenyaDevolution
Supportprogram 38,854,627 38,854,627 38,854,627

100%

6 DANIDAGrant
17,325,260 17,325,260 17,325,260

100%

7
Conditional
Allocation-Other
Loans&Grants

16,500,000 16,500,000 -
0%

8
Compensation
for user fees
foregone

12,657,201 12,657,201 13,002,761
103%

Total
425,129,205 425,129,205 329,399,112

77%
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2.2.3ExpenditurePerformance
TotalexpenditureintheFY2017/18,amountedtoKsh.2.71billionagainstatargetof

Ksh.5.58 billionasperApproved supplementary2017/18.Thisrepresenting 67.4

percentofthe funds released foroperations.When compared to expenditure of

2016/17financialyear,thisisadeclineof27.2percentfrom Kshs.3.72billion.In

addition,a totalofKsh 2.41 billion was spenton recurrentactivities while Ksh

297.47millionondevelopmentexpenditure.Recurrentexpenditureaccountsfor62per

centoftherecurrentsupplementaryadecreasefrom 82.9percentrecordedinFY

2016/17.Developmentexpenditureaccountsfor17.5percent,whichisadecrease

from 52.5percentattainedinasimilarperiodofFY2016/17.Notethattheexpenditure

excluded pending bills which amounted to Kshs.207.33 million fordevelopment

activitiesandKshs.977.48millionforrecurrentexpenditureasatJune30,2018.

TheCountyrecordedtotalexpenditureofKsh.2.71billionwhichisanabsorptionrate

of48percent,adecreasefrom 73.8percentattainedinasimilarperiodofFY2016/17.

TheunderspendingintheFY2017/18isattributedtolow absorptionratesinboth

recurrentand developmentexpenditures bythe line Countydepartments,under

collectioninrevenue,delayindisbursementsfrom nationalGovernmentandbeingan

electionyeartherewasanembargoanddevelopmentreleasesfrom NationalTreasury.

Table6.AbsorptionRates

 
Actual Expenditure
billionKsh

Approved
Budget billion
Ksh

Absorption
Rate

Overall
Absorption
Rate

Recurrent
Expenditure

2.41 3.88 62.11 43.19
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Development
Expenditure

0.273 1.7 16.06 4.89

Total 2.71 5.58 48.57 48.08

source:VihigaCountyTreasury

2.2.3.RecurrentExpenditure

ThetotalrecurrentexpenditureofKshs.2.71billioncomprisedofKshs1.62billion

(67.2percent)incurredonpersonnelemolumentsandKshs.787.38million(32.8%)

on operations and maintenance. Expenditure on personnel emoluments

representedadecreaseof12percentcomparedtotheFY2016/17whenthe

CountyspentKshs1.84billion.

2.2.4DevelopmentExpenditure

ThetotaldevelopmentexpenditureofKshs.297.47millionrepresented17.5per

centoftheannualdevelopmentbudgetofKshs.1.7billion.Thelow rateof

absorptionofdevelopmentfundmayattributedtodelayindisbursementoffunds

from theexchequertothecountiesduringthethreemonthsthatprecededthe

GeneralElection.

Duringtheperiodunderreview,developmentactivitiesstalledasresultofpolitical

heat,changeofguard,transitionandreorganizationofgovernmentintheCounty.
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Table7:VihigaCounty,BudgetPerformancebyDepartmentinFY2017/18

Department

FY2017/18Budget
Allocation(Kshs.

ExchequerIssues
inFY2017/18

Expenditurein FY2017/18 FY2017/18

Million) (Kshs.Million) FY2017/18(Kshs.
Expenditure

to
Exchequer

Absorption
rate(%)

    Million) Issues(%)  

Rec Dev Rec Dev Rec Dev Rec Dev Rec Dev

Agriculture,
Livestock,
Fisheries 133.83 211.31 131.2

118.2
6

101 57.17 77
48.
3

75.5 27.1

&Co-Operatives

Lands,Housing
&Physical 31.65 65 31.65 23.94 20.16 - 63.7 - 63.7 -
Planning

Transport&
Infrastructure

141.36 436.14 141.63
139.2

6
51.85

112.9
2

36.6
81.
1

36.6 25.9

Industrialization,
Trade&
Tourism

142.36 70.53 47.49 - 14.79 - 31.1 - 10.4 -

CountyHealth
Services

1,248.1
4

233.26
1,231.6

1
51.87 853.47 58.61 69.3 113 68.4 25.1

Education,
Science&
Technology

337.49 258.5 259.51 38.16 347.08 35 133.7
91.
7

102.
8

13.5

County
Executive

364.97 54.78 330.97 - 150.53 13.14 45.5 - 41.2 24

County
Assembly

530.77 40.44 530.15 13.47 445.86 12.01 84.1
89.
2

84 29.7

Finance&
Economic
Planning

246.78 102.19 246.78 - 77.12 - 31.3 - 31.3 -

CountyPublic
ServiceBoard

49.13 - 49.13 - 24.67 - 50.2 - 50.2 -

PublicService&
Administration

365.98 53.26 365.98 - 246.76 5.62 67.4 - 67.4 10.6

Gender,Culture,
Youth&Sports

222.71 51.6 196.8 - 32.98 - 16.8 - 14.8 -

Environment,
Water&
Forestry

66.61 123.17 66.61 3 41.64 3 62.5 100 62.5
2.

4
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TOTAL
3,882.0

5
1,700.1

9
3,629.5

1
387.9

6
2,407.9

1
297.4

7
66.3

76.
7

62 17.5

ThetableaboveshowsbudgetperformancebydepartmentwheretheCountyAssembly

attainedthehighestabsorptionrateofdevelopmentbudgetat29.7percent.The

DepartmentofEducation,ScienceandTechnologyattainedthehighestpercentageof

recurrentexpendituretorecurrentbudgetat102.8percentwhiletheDepartmentof

Industrialization,TradeandTourism attainedthelowestat10.4percent.

2.2.4.BudgetAbsorption and Comparison between CFSP 2017ceilings and FY

2017/18budget

Respectivesectorsabsorptionratescomparedtotheirrespectivebudgetallocationsin

Table7belowshows;CountyPublicServiceBoardsectorrecordedanabsorptionrate

of97percentoftheirceilingfollowedbyPublicServiceandAdministrationandCounty

Executiveat95percenteach.Environment,Water,NaturalResources&Forestrysector

recordedtheleastabsorptionrateat37percent.Theslow absorptionbyrespective

sectorshasbeenhingedmainlytoaslowprocurementprocess,delayindisbursements

andchallengesindepartment’scapacitytoabsorbtheallocatedfunds.

ComparisonbetweenCFSP 2017ceilingsand2017/18FYbudgetallocationshoweda

generalgrowthinbudgetallocationsoccasionedbyincreaseinequitableshareofCounty

revenue.

Table8.AbsorptionratecomparedtoCFSP2017/18andFY2017/18Budget

Department 

BUDGET
2017/18
Kshs.
Million)

2017/18
Ceiling
Kshs.
Million)

Expenditure
in The FY
2017/18
(Kshs.
Million)

Absorption
Perceilings

Agriculture,
Livestock, Fisheries
&co-operatives

344.53 188.53 125.3 66%

Lands, Housing &
PhysicalPlanning

96.65 76.65 63.7 83%

Transport &
Infrastructure

577.77 450.77 117.7 26%

Industrialization,
Trade&Tourism

212.89 87.00 31.1 36%
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County Health
Services

1,481.40 1,342.64 182.3 14%

Education,Science&
Technology

595.99 516.73 225.4 44%

CountyExecutive 419.75 330.97 45.5 14%
CountyAssembly 571.21 654.99 173.3 26%
Finance& Economic
Planning

348.97 441.61 31.3 7%

County Public
ServiceBoard

49.13 49.13 50.2 102%

Public Service &
Administration

419.24 413.98 67.4 16%

Gender, Culture,
Youth&Sports

274.31 211.31 16.8 8%

Environment, Water,
NaturalResources&
Forestry

189.78 147.78 162.5 110%

TOTAL 5,581.62 4,912.10 1,292.5 26%

Source:VihigaCountyTreasury

2.2.5.Expenditurebyeconomicclassification

Thetable9below showsactualexpenditurebyeconomicclassification;personnel

emoluments atKsh.1,620.00 million,which is 59,9 percentofthe County

Governmentstotalrevenueandhasincreasedby11.80percentfrom theprevious

year2016/17FY.Developmentexpenditurefellshortby62.50percentfrom the

targetedamountofKsh.1.70billion.

Table9.ShowingExpenditurebyEconomicClassification

 

FY
2016/17

Ksh.
million

FY
2017/18

Ksh.
million

FY
2016/17

%

FY
2017/18

%

%
Change

Personnel
Emoluments 1,837.70 1,620.00

49.40% 59.90% -11.80%

Operations
and
Maintenance

1,087.80 787.38
29.30% 29.10% -27.60%

Development
Expenditure 793.00 297.47

21.30% 11.00% -62.50%

Total
3,718.51 2,704.85

100.00% 100.00% -27.30%

Source:VihigaCountyTreasury

Figure4.ShowingExpenditurebyEconomicClassification
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Source:VihigaCountyTreasury

2.2.6Implicationof2017/18FYFiscalPerformance

ThefiscalperformanceintheFY 2017/18hasaffectedfinancialobjectivesandfiscal

responsibilityprinciplessetoutinthe2017CountyFiscalStrategyPaperandtheBudget

2017/18inthefollowingways;

• OwnSourceRevenuecollectionimprovedby40percentcomparedtotheprevious

year,thatisKsh.143millionfrom Ksh.102millionhoweveritalsofellshortofthe

budgettargetofKsh.220millionby35.Thisundercollectioninrevenuehas

warrantedadjustmenttoprojectedrevenuesforthebudgetandinthemedium term

sinceoverthepastthreeyearswehavebeenunabletomeetstherevenuetargets.

• Theunderspendinginthe2017/18FYbudgethasimplicationsonthetotalCounty

Governmentrevenueusedtobaseexpendituresforthe2018/19FY.Appropriate

revisionswillbeundertakenconsidering thefiscalperformanceof2017/18 FY

throughtheSupplementaryforFY2018/19andintheCountyFiscalStrategyPaper

for2019

• Expendituresonwagesandbenefitsin2017/18FYaccountedfor59.9percent(24.9

percentabovetheprescribedlimit).Thisiseverybigmarginagainstthefiscal

responsibilityprinciples.
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• Developmentexpenditurealsofellshortofthefiscalresponsibilityprinciplesofat

least30percentoftotalrevenueandweonlyattained17.5percentofthe

developmentfundssetaside.

• Some departmentrecorded overabsorption oftheirbudgets on recurrent

expenditureswhichisagainstthefiscalresponsibilityprinciplesandhasserious

implication on the fiscalperformance ofothervote heads.Some ofthis

departmentslikeEducation,scienceandTechnologywith102.8percent.

• Delayandornon-disbursementofbudgetedfundbythenationaltreasuryhas

serousimplicationonbudgetimplementation.Thisaffectsthecashflowandthe

plannedactivitiesandprogramsremainundoneorunpaidfor.

Theseimplicationswillalsoinform 2019CountyFiscalStrategyPaperprojections.Overthe

medium term theCountyGovernmentwilladheretothefiscalresponsibilityprinciplesand

objectivesassetoutinsection107ofthePublicFinanceManagementActof2012.

3.0 RECENTECONOMICDEVELOPMENTSANDOUTLOOK

ThissectionpresentsRecentEconomicDevelopments;Medium Term FiscalFramework;

andRiskstotheOutlook.Itspurposeistoturntheattentionfrom thepasttothepresent

timeandtheimmediatefuture.Inthissection,theCountyGovernmentdiscussesits

assessmentoftheprospectsforgrowthafteranalyzingtherecenteconomiceventsand

circumstances.

3.1 RecentEconomicDevelopments

AccordingtheEconomicSurveyreport2018bytheKenyaNationalBureauof

Statistics,theKenyaneconomyadvanced5.7percentyear-on-yearinthefirst

quarterof2018,higherthananupwardlyrevised5.3percentgrowthintheprevious

periodanda5.8percentestimatefrom thecentralbank.Itisthestrongestgrowth

ratesincethelastthreemonthsof2016,amidimprovedweatherconditionsanda

boostin business and consumerconfidence afterthe conclusion ofgeneral
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electionsin2017.

Figure5.KenyaGDPannualgrowthrate

Agriculturaloutputsurged5.2percent,themostsincethesecondquarterof2016(1.4

percentinQ42017),withteaproductionclimbing11percent.Also,manufacturing

rebounded(2.3percentcomparedto-0.4percent,themostsincethethirdquarterof

2016)andbothrealestate(6.8percentcomparedto6.3percent,themostsincethe

fourthquarterof2016)andwholesaleandretailtrade(6.3percentcomparedto6.2

percent,themostsincethesecondquarterof2016)increasedfaster.Onaquarterly

basis,theGDPgrew 1.9percent,themostsincethesecondquarterof2014.GDP

AnnualGrowthRateinKenyaaveraged5.45percentfrom 2004until2018,reachingan

all-timehighof12.40percentinthefourthquarterof2010andarecordlow of0.20

percentinthefourthquarterof2008.Kenya’seconomyisestimatedtohaveexpanded

by4.9percentin2017comparedtoarevisedgrowthof5.9percentin2016.The

slowdownintheperformanceoftheeconomywaspartlyattributabletouncertainty

associatedwithaprolongedelectioneeringperiodcoupledwithadverseeffectsof

weatherconditions.

Generally,key macroeconomic indicators largely remained stable and therefore
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supportiveofgrowthin2017.Interestratesdeclinedduetotheimpactoftheircapping

thatbecameeffectiveinSeptember2016.Inthemoneymarket,theKenyanShilling

strengthenedagainstmostofthemajortradingcurrenciesbutweakenedagainstthe

EuroandtheUSDollarin2017.Thecurrentaccountdeficitwidenedintheyearunder

reviewonaccountofsignificantgrowthofimportsagainstaslowergrowthofexports.

Therewasamoderatebuildupininflationarypressuresmainlyduetosignificant

increaseinoilandfoodpricesduringtheyearunderreview.Consequently,inflationrate

rosefrom 6.3percentin2016to8.0percentin2017.

Performance across the various sectors of the economy varied widely,with

Accommodation and Food services;Information and Communication Technology;

Education; Wholesale and Retail trade; and Public Administration registering

accelerated growths in 2017 compared to 2016.On the otherhand,growths in

Manufacturing;Agriculture,Forestry and Fishing;and Financialand Insurance

deceleratedsignificantlyoverthesameperiodandthereforedampenedtheoverall

growthin2017.

Employment,EarningsandConsumerPrices

Atotalof897.8thousandnewjobswerecreatedin2017with787.8thousandnewjobs

createdintheinformalsector.Employmentintheinformalsectoraccountedfor83.4

percentoftotalemploymentintheperiodunderreview.Thenumberofpersons

engaged,excludingthoseinrural-smallscaleagricultureandpastoralistactivities,rose

by5.6percentfrom 16.0millionpersonsin2016to16.9millionpersonsin2017.

InflationasmeasuredbyConsumerPriceIndexincreasedfrom 6.3percentin2016to

8.0percentin2017.

Money,BankingandFinance

TheCentralBankRate(CBR)wasretainedat10.0percenttocontinueanchoring

inflationexpectationsin2017.Themaximum lendingrateiscappedatnomorethan

4.0percentabovetheCBR.Averageinterestratesondepositsincreasedto8.22per

centinDecember2017from 7.33percentinDecember2016.Commercialbanks’

averagelendinginterestratesonloansandadvancesremainedstableat13.64percent
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inDecember2017.The91-dayTreasurybillratefellfrom 8.44percentinDecember

2016to8.01percentinDecember2017.

TheCountyisthereforeinbettersteadtoexperiencegrowthinagricultureandlivestock

production,buildingandconstruction,retailandwholesale,financialintermediation,

public and private investments,increased consumerconfidence and the ongoing

initiativestodeepenregionalintegration.

Thegrowingnationaleconomyisexpectedtoleadtoenhancedrevenueperformance.

This willmean increased allocations to the County by Commission ofRevenue

Allocationthushavingimplicationontheimplementationofstrategicinterventions.

Globalinflation rose to 3.1 percentin 2017 from 2.8 percentin 2016,partly

attributabletoincreaseinoilprices.Worldtradegrewby4.8percentin2017compared

to2.6percentin2016asresultofrecoveryinglobalmanufacturingoccasionedby

increasedinvestments.Globalunemploymentratestoodat5.6percentin2017.

TheNairobiSecuritiesExchange20-Shareindexroseto3,712pointsinDecember2017

from 3,186pointsinDecember2016,withmarketcapitalizationrisingtoKSh2,522

billioninDecember2017.

PublicFinance

NationalGovernmentoutlayfor2017/18isexpectedtoincreaseby21.7percentto

KSh 2,777.8 billion from KSh 2,283.0 billion in 2016/17.Recurrentexpenditureis

estimatedatKSh2,107.2billionin2017/18,whiledevelopmentexpenditureisbudgeted

atKSh670.6billion.TotalrevenuecollectionsbytheNationalGovernment,inclusiveof

grantsisexpectedtobeKSh1,710.2billion,ofwhichKSh1,466.2billionisexpectedto

begeneratedfrom taxrevenue.

TotalstockofpublicdebtasatendofJune2017stoodatKSh3,971.4billion,ofwhich

externaldebtpositionwasKSh2,294.2billion,accountingfor57.8percent.Publicdebt

servicingin2017/18isexpectedtoamounttoKSh623.1billion.

3.2 Medium Term FiscalFramework

TheCountyGovernmentwilloperatewithinaframeworkofbalancedbudget.The
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CountyGovernment’sfiscalpolicyobjectivein themedium term willbeto focus

resources to priority and growth potentialareas including water,infrastructure,

agricultureandlivestockproduction,andhealth.

Revenue mobilization initiatives willbe strengthened to enhance own revenue

performance.Torealignlocalrevenueperformancetopositivegrowthtrajectory,the

CountyGovernmentwillensureadequatelegislationstoguiderevenuecollectionand

management,improveenforcementforcompliance,enhanceuseoftechnologyto

automateallrevenuesourcesandbroadentaxbase.TheCountyGovernmentwill

engagetheNationalGovernmentanddevelopmentpartnersforadditionalresourcesto

supportimplementationoftargeteddevelopmentinterventions.TheGovernmentwill

alsoengagestakeholderstodevelopacomprehensivepolicyandlegislativeframework

toregulateexploitationofthevastnaturalresourcesintheCounty.Thepolicywill

addressitselftolicensing,attractinginvestors,taxationandsustainableuseofthe

resources.

Inthemedium term theCountyGovernmentwillstrengthenexpendituremanagement

focusing onexpenditureproductivity.Thiswillbedonebyfullimplementationofthe

IntegratedFinancialManagementInformationSystem (IFMIS)acrossdepartments.The

CountyGovernmentwillcontinueto monitorexpenditurescloselyto avoidchanneling

resourcestounproductiveexpenditureareas.Majorexpenditureareaswillbeexpectedto

includepersonnelemoluments(P.E),developmentandoperations.TheGovernmentwill

alsoupscaleimplementationofprogrammestargetingthevulnerableincludingtheyouth,

womenandpeoplelivingwithdisabilities(PWDs)toenhancetheirparticipationinthesocio-

economicdevelopmentoftheCounty.

TheCountyGovernmentofVihigadoesnotanticipateanylongterm borrowinginthe

medium term.However,the fiscalresponsibility principles willremain the guiding

frameworkforitspublicfinancemanagementdiscourse.

3.3RiskstotheOutlook

RiskstotheeconomicoutlookoftheCountyincludethefollowing;

• Theoutlookisbasedonassumednormalrainfall.However,rainfallpatternproved

erraticinsomeseasonsinthepast.Erraticrainfallpattern,ifexperienced,islikelyto

affectagriculturalproduction.
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• Expenditurepressuresduetoincreasingwagebillthusleavinginadequateresourcesfor

development.

• DelayintheenactmentofCountyAllocationofRevenueBill.Thishasbeenaffecting

counties’budgetingprocessforlackofclearceilingsbeforehand.

• Localrevenueperformance.Thishasbeenfluctuatingandunderperforming.Butwith

theexpectedimprovedrevenueperformanceatthenationallevelduetothegrowth

momentum oftheKenya,thetotalrevenueoftheCountyisexpectedtoincreaseover

themedium term.

• VariationsofCountyallocationofrevenueformulabytheCommissiononRevenue

AllocationandSenateisalsoapotentialriskasthismayleadtoreducedshareof

shareablerevenue.

• Exchequerreleases.Thisaffectsbudgetimplementation.

• ConflictingprioritiesbetweentheCountyAssemblyandtheCountyExecutivethus

affectingbudgetmakingprocessandbudgetexecution.

4.0RESOURCEALLOCATIONFRAMEWORK

ThissectionestablishestheresourceenvelopetheCountyexpectsandhow itwillbe

allocatedacrossallthesectorsfor2018/19FYandMTEF

Medium term projectionshaveconsideredperformanceof2017/18FYandmacroeconomic

factorsexpectedatthenationallevel.Arateof5percenthasbeenused(insteadof5.8

GDPgrowthprojection)atoprojectthegrowthinCountyrevenues.

Table10below showstheCountyGovernmentfiscalprojectionsinthemedium term.

RevenuecollectionwillbemaintainedatKsh.153millionasindicatedinCFSP 2018
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consideringstrategiesemployedtowardsraisingrevenueinthemedium term.Thisinclude;

passingofrelevantamendmentsontherevenuelegislations,onrevenueadministrationand

collection,fullautomation ofrevenue collection and integration,strengthening and

enforcing surveillance and sensitization of the public.In addition,recurrent and

developmentexpenditurewillbemaintainedat65percentand35percentrespectively

meetingtheminimum 30percentrequirementfordevelopmentexpenditure.

Table10.CountyGovernmentFiscalProjectionsinKsh.intheMedium Term

Sources/FY 2017/18
2018/19
CFSP
Projection

2019/20
Projection

2020/21
Projection

County
Equitable
share per
CRA

4,409,200,00
0

4,770,000,00
0

5,008,500,00
0

5,258,925,00
0

Own
Source
Revenue

220,000,000 153,445,800 153,445,800 153,445,800

Total 4,629,200,00
0

4,923,445,80
0

5,161,945,80
0

5,412,370,80
0

Source:VihigaCountyTreasury

4.1AdjustmenttotheFY2018/19Budget

AsweevencommenceimplementationoftheFY2018/19Budget,therewillbeneedto

adjustitthroughthesupplementarytoaddressthefollowingissues;changesinCARA2018,

changesinpersonnelemolumentsothatitisadequatelyprovidedforintheBudgetandany

othermatterarisingfrom changeofpolicyorlaw andoroperationsattheCountyand

Nationalgovernmentlevel.

Thesecoupledwithlocalrevenueshortfallsasexperiencedinthe2017/18yearwillfurther

affectthe currentbudget.Therefore,to avertthese risks,revisionson localrevenue

projectionstorealisticprojections.

4.2Medium Term ExpenditureFramework

Allocationandutilizationofresourcesinthemedium term willbeguidedbythepriorities

outlinedinCountyIntegratedDevelopmentPlan(CIDP)andotherCountyplans;andin
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accordancewithsection107ofthePFM Act2012.Foreffectiveutilizationofpublic

finances forenhanced expenditure productivity,the CountyGovernmentwillprioritize

expenditureswithintheoverallsectorceilingsandstrategicsectorpriorities.

4.3TheProposed2019/20BudgetFramework

4.3.1RevenueProjections

TheFY2019/20budgettargetsrevenue(equitableshareandlocal)collectionofKshs.5.0

Billion up from Kshs4.77 Billion in the FY 2018/19.This revenue performance will

dependentonthetrendofgrowthoftheKenyanGDP andtheongoingautomationof

revenuecollectionandrevenueadministration.However,Ownsourcerevenueisprojected

toremainthesamebecauseforthepastperformancethecountyhasnevermateitstarget,

atKshs.153.45millioninFY2019/20similartoFY2018/19.

Table11RevenueProjectionsforFY2019/20and2020/21

Sources/FY 2017/18
2018/19
CFSP
Projection

2019/20
Projection

2020/21
Projection

County
Equitable
share per
CRA

4,409,200,00
0

4,770,000,00
0

5,008,500,00
0

5,258,925,00
0

Own
Source
Revenue

220,000,000 153,445,800 153,445,800 153,445,800

Total 4,629,200,00
0

4,923,445,80
0

5,161,945,80
0

5,412,370,80
0

Source:VihigaCountyTreasury

4.3.2ExpenditureForecasts

Intheproposed2019/20budget,overallexpendituresareprojectedtoincreaseby5percent

sameastherevenuegrowthinthesameperiodasindicatedinthetablebelow.Itisalso

assumedthattotalconditionalgrantswillremainthesameandthecountywillmaintaina

balancedbudget.

Inthisregard,theCountyGovernmentwilloverthemedium term ensurecompliancewith
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thefiscalresponsibilityprinciplesasoutlinedinthesections107ofthePFM Act2012.The

CountyGovernmentisexpectedtoenhanceexpenditureproductivityintheproposedyear

andmanagetherisingwagebilltobewithintherequiredlimit.

Table12SummaryofExpenditureProjectionsinKSh.Millions2018/19FYandMTEF

Departments
Supplementary
Budget2017/18

Approved
Budget
2018/19

Projected
Estimates
2019/20

Projected
Estimates
2020/21

Office of The
Governor

419.75 493.88 518.57 544.50

Finance &
Economic
Planning

348.97 631.86 663.45 696.62

Agriculture,
Livestock,
Fisheries
&Cooperatives

344.53 397.60 417.48 438.35

HealthServices 1,481.40 1,634.94 1,716.69 1,802.53

Education,
Science,Technical
and Vocational
Training

595.99 721.48 757.55 795.43

Gender, Culture,
Youth,Sportsand
SocialServices

274.31 245.87 258.17 271.07

Trade, Industry,
Tourism and
Entrepreneurship.

212.89 144.99 152.24 159.85

County Public
ServiceBoard

49.13 52.57 55.20 57.96

Environment,
Water, Energy &
Natural
Resources.

189.78 157.96 165.86 174.15

Transport,
Infrastructure &
Communication

577.77 754.03 791.73 831.32

PhysicalPlanning,
LandandHousing

96.65 137.93 144.82 152.07

CountyAssembly 571.21 654.99 687.74 722.13

Administrationand
Coordination of
CountyAffairs

419.24 412.54 433.17 454.83

Total County
Expenditure

5,581.62 6,440.64 6,762.67 7,100.81

Source:VihigaCountyTreasury

5.0 CONCLUSION
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Intheperiodunderreview CBROPshowsthat,theCountyGovernmentgenerallydidnot

complywiththeprinciplesoffiscalresponsibilityintheminimum wagerate,development

ratioandintwodepartmenttherewasoverexpenditure.

Inthesameperiod,itisobservedthatpersonnelemolumentsdecreasedby11.8percent

whileoperationsandmaintenanceshrunkby27.6percent,developmentexpenditureshrunk

by62.5percentcomparedto2016/17.Thisimpliesthatthoughtheworkforcedecreased,

the wage billwas stillhigherthan the fiscalresponsibility.The low expenditure on

maintenancemeansthattheCountyassetswerenotadequatelymaintained.Shrinking

developmentexpendituremeanslowservicedelivery,stagnantdevelopmentactivitiesand

questionableabilityfordepartmentstoabsorbtheirbudgets.

Therefore,theCountyneedstoutilizeitsresourcestimelyandbasedonthestrategic

objectivesassetoutintheCountyintegrateddevelopmentplan(CIDP),adheretofiscal

responsibilityprinciples.


