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[bookmark: _Toc23266811]Foreword
The preparation of this County Budget Review and Outlook Paper [CBROP] 2019 has followed the guidelines as per the County Budget Operational Manual that stipulates its format, structure and contents. More importantly, the preparation has adhered to Section 118 of the Public Finance Management (PFM) Act 2012 which gives guidelines on preparation of CBROP. 
This policy paper reviews fiscal performance of the county for the 2018/19 Financial Year [FY] while comparing it with the budget appropriation for the same year. Moreover, it provides information on changes in the forecasts compared with the recent County Fiscal Strategy Paper (CFSP) 
and how actual financial performance for the previous financial year may have 
affected compliance with the fiscal responsibility principles, or the financial 
objectives in the County Fiscal Strategy Paper for that financial year. It further gives reasons for any deviation from the county financial objectives in the fiscal strategy paper together with proposals to address the deviations.
Furthermore, the updated economic and financial outlook presented in this paper will set out the broad fiscal parameters for preparation of the next budget. In particular, the provisional ceilings presented are intended to act as a guide to sector working groups in preparing their sector reports. 
Therefore, this policy paper will be useful in enhancing financial discipline and fiscal responsibilities outlined in section 107 of the PFM Act 2012 that will contribute towards the realization of aspiration of the residents of the county.



Titus Ntuchiu
Deputy Governor/CECM Finance, Economic Planning & ICT
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[bookmark: _Toc23266815] Legal Basis for Preparation of the County Budget Review and Outlook Paper
The Budget Review and Outlook Paper (CBROP) is prepared in accordance with Section 118 of the Public Finance Management (PFM) Act 2012. The law stipulates that:
1) A county Treasury shall;
a. Prepare a CBROP in respect of the County for each year; and
b. Submit the paper to the County Executive Committee (CEC) by 30th September of that year.
2) In preparing its CBROP, the County Treasury shall specify;
a. The details of the actual fiscal performance in the previous year compared to the budget appropriation for that year
b. The updated economic and financial forecasts with sufficient information to show changes from the forecasts in the most recent County Fiscal Strategy Paper (CFSP)
c. Information on:
(i) Any changes in the forecasts compared with the CFSP; or
(ii) How actual financial performance for the previous financial year may have affected compliance with the fiscal responsibility principles, or financial objectives in the CFSP for that financial year; and
d. Reasons for any deviation from the financial objectives in the CFSP together with proposals to address the deviation and the time estimated for doing so.
3) The CEC shall consider the CBROP with a view to approving it, with or without amendments, within fourteen days after its submission.
4) Not later than seven days after the CBROP is approved by the CEC, the County Treasury shall:
a. Arrange for the paper to be laid before the County Assembly; and
b. As soon as practicable after having done so, publish and publicize the paper.




























   Fiscal Responsibility Principles to be enforces by the County Treasury
In line with the Constitution, the Public Financial Management (PFM) Act, 2012, sets out the fiscal responsibility principles that the County Treasury is to enforce.  The PFM law (Section 107) states that:

1) A County Treasury shall manage its public finances in accordance with the principles of fiscal responsibility set out in subsection 2, and shall not exceed the limits stated in the regulations.
2) In managing the county government’s public finances, the County Treasury shall enforce the following fiscal responsibility principles
a) the county government’s recurrent expenditure shall not exceed the county government’s total revenue;
b) over the medium term a minimum of thirty percent of the county government’s budget shall be allocated to the development expenditure;
c) the country government’s expenditure on wages and benefits for its public officers shall not exceed a percentage of the county government’s total revenue as prescribed by the County Executive member for finance in regulations and approved by the County Assembly;
d) over the medium term, the government’s borrowings shall be used only for the purpose of financing development expenditure and not for recurrent expenditure;
e) the county debt shall be maintained at a sustainable level as approved by county assembly;
f) the fiscal risks shall be managed prudently; and
g) a reasonable degree of predictability with respect to the level of tax rates and tax bases shall be maintained, taking into account any tax reforms that may be made in the future.
3) For the purposes of subsection (2) (d), Short term borrowing shall be restricted to management of cash flows and shall not exceed five percent of the most recent audited county government revenue.
4) Every county government shall ensure that its level of debt at any particular time does not exceed a percentage of its annual revenue specified in respect of each financial year by a resolution of the county assembly.
5) The regulations may add to the list of fiscal responsibility principles set out in subsection (2).



	



1. [bookmark: _Toc23266816]INTRODUCTION

This County Budget Review and Outlook Paper (CBROP), is prepared in accordance with the Public Finance Management (PFM) Act, 2012 and its regulations. It presents a review of the budget performance for the FY 2018/19 and how the budget adhered to the fiscal responsibility principles and financial objectives sets out in the PFM Act, 2012. It further provides updated macro-economic and financial forecasts with sufficient information to show changes from the projections outlined in the CFSP 2018 and sets out the broad fiscal parameters for the FY 2019/20 budget and over medium term.
[bookmark: _Toc23266817]1.1 Objectives of CBROP
The objective of the CBROP 2019 is to provide a review of fiscal performance for the FY 2018/19 and how this performance impacts on the financial objectives and fiscal responsibility principles set out in the CFSP 2018. This together with updated macroeconomic developments and outlook provides a basis for revision of the current budget in the context of Supplementary Estimates and the broad fiscal parameters underpinning the FY 2019/20 budget and the medium term expenditure framework. Specifically the CBROP aims to:
i. Updated economic and financial forecasts in relation to the changes from the forecasts in the most recent County Fiscal Strategy Paper (CFSP);
ii. Details of the actual fiscal performance in the previous year compared to the budget appropriation for that particular year;
iii. Any changes in the forecasts compared with the CFSP;
iv. Indication on how actual financial performance for the previous financial year may have affected compliance with the fiscal responsibility principles, or the financial objectives in the CFSP for that financial year; and
v. Reasons for any deviation from the financial objectives in the CFSP together with proposed measures to address the deviation and the time estimated for doing so.
[bookmark: _Toc23266818]1.2 Significance of CBROP
This CBROP, 2019 is a key document in linking policy, planning and budgeting. The County Government finalized the preparation of the County Integrated Development Plan (2018-2022) and the Annual Development Plan (ADP) 2019/20 that will guide budgetary preparation and programming from FY 2020/21 onwards. 
This is also a requirement of the PFM Act, 2012, that requires that the budget process aims to promote the efficient and effective use of resources, based on evidence and rational deliberation. To achieve this, the sector ceilings projected in the CBROP are guided by the overall resource envelope that is informed by the macroeconomic and fiscal outlook as presented in section 3 and 4 of this document. The sector ceilings set in motion the budget preparation for the FY 2020/21 and the medium term.
[bookmark: _Toc23266819]1.3 Structure 
This paper has four other sections. 
Section One: This section states the objective of the CBROP, lays out its significance in the budget preparation process and provides a brief description of the paper’s structure into its four sections and a one line description of what they are about.
Section Two reviews the county’s fiscal performance for the previous year. It is divided into three sub-sections, namely, The Overview, Fiscal Performance and Implications of Fiscal Performance. 
Section Three reviews recent economic developments and has four subsections of Recent Economic Developments, Economic Outlook & Policies, Medium Term Fiscal Framework and Risks to the Outlook. 
Section Four sets out how the county government intends to operate within its means. It establishes the resources envelope (total revenues) it expects, and then allocates these across departments by setting expenditure ceilings for each department. In addition, it has four sub-sections: adjustment to the proposed budget; the medium term expenditure framework; proposed budget framework; and projected fiscal balance and likely financing.
 Section Five. This section is the opportunity to concisely capture the purpose and value of the Budget Review and Outlook Paper.  It re-paints the broad picture of the previous year’s fiscal outcome, the updated macroeconomic forecast that indicates changed circumstances, and then their implications on the financial objectives that were elaborated in the last County Fiscal Strategy Paper that was submitted to the County Assembly the previous February. 

2. [bookmark: _Toc23266820]REVIEW OF COUNTY FISCAL PERFORMANCE IN 2018/19 FY
This section details the county’s fiscal performance for the financial year 2018/19 in relation to the approved programme based estimates and details the implications arising from the fiscal performance for the same period.
1 
1. [bookmark: _Toc525548856][bookmark: _Toc525549537][bookmark: _Toc525549586][bookmark: _Toc525549611][bookmark: _Toc525977252][bookmark: _Toc525977974][bookmark: _Toc20319140][bookmark: _Toc20319165][bookmark: _Toc20319218][bookmark: _Toc20320363][bookmark: _Toc20321201][bookmark: _Toc20325768][bookmark: _Toc20381771][bookmark: _Toc22835302][bookmark: _Toc23266821]
2. [bookmark: _Toc525548857][bookmark: _Toc525549538][bookmark: _Toc525549587][bookmark: _Toc525549612][bookmark: _Toc525977253][bookmark: _Toc525977975][bookmark: _Toc20319141][bookmark: _Toc20319166][bookmark: _Toc20319219][bookmark: _Toc20320364][bookmark: _Toc20321202][bookmark: _Toc20325769][bookmark: _Toc20381772][bookmark: _Toc22835303][bookmark: _Toc23266822]
1. [bookmark: _Toc525548858][bookmark: _Toc525549539][bookmark: _Toc525549588][bookmark: _Toc525549613][bookmark: _Toc525977254][bookmark: _Toc525977976][bookmark: _Toc20319142][bookmark: _Toc20319167][bookmark: _Toc20319220][bookmark: _Toc20320365][bookmark: _Toc20321203][bookmark: _Toc20325770][bookmark: _Toc20381773][bookmark: _Toc22835304][bookmark: _Toc23266823]
[bookmark: _Toc23266824]2.1 Overview
The fiscal performance for the FY 2018/19 was broadly satisfactory in view of challenges emanating from revenue shortfall and growing expenditure pressure resulting from broad policy measures and shortfall in projected revenues. 

 At the close of the financial year, total cumulative internally revenue collection including appropriation in aid (A-I-A) was Kshs 769,316,964.00 million (6.62 percent of total revenue) which is Kshs 11,621,023,711billion below the target of Kshs 12,556,097,825.03 billion. The shortfall was mainly attributable to underperformance in both revenue from conditional grants and local sources by Kshs 527.265 million and Kshs. 475.594 million, respectively. 

Underperformance was recorded in almost all revenue streams with the highest shortfall in Land rates, market fees, cess, single business permit among others. Context to the above, land rates shortfall was caused by lack of an updated valuation roll and non-payment of respective arrears by plot owners. The shortfall in grants was due to delay in disbursement of funds by the national treasury. However, the amounts are expected to be released during the current FY 2019/20 and hence will be included in the supplementary budget.

Total expenditures at the end of June 2019 amounted to Kshs.10, 692,330,111.72 billion against the budget of Kshs. 12,556,097,825.03 billion, translating into an absorbed budget of Kshs.1, 863,767,713.32 billion. This was occasioned by local revenue underperformance and un absorption recorded in development expenditure since works were on progress. 

The fiscal outcome for the FY 2018/19 budget complied with the fiscal responsibility principles and financial objectives set out in the PFM Act, 2012. The County Government development budget was 37.54% in line with the statutory benchmark of 30.0 percent. However, compensation to employees was 45.36% which is above the recommended rate of 35%.  The wage bill remains a major challenge faced by the county government hence the need for concerted effort to find a viable solution to keep the wage bill within the legal threshold. 
[bookmark: _Toc23266825]2.2 Fiscal Performance
Table 2.1: Summary of County Fiscal Performance
	Table 2.1
	Summary of County Fiscal Performance
	 
	 

	 
	2017/18 FY
	2018/19 FY
	 
	 

	 
	Actual
	 Approved 
	 Actual 
	 Deviation 
	% Absorption

	
	a
	B
	c
	(c-b)
	(c/b)

	1. REVENUE
	 
	 
	 
	 
	 

	Equitable Share Allocation
	7,701,000,000
	        8,007,000,000.00 
	        8,007,000,000.00 
	                                -   
	100%

	 Conditional Grants
	993,356,907
	        1,401,634,451.00 
	           926,039,659.00 
	         (475,594,792.00)
	66%

	Roll-over from Previous FY
	999,740,329
	        1,918,667,088.00 
	        1,918,667,088.00 
	                                -   
	100%

	County own revenues
	601,775,812
	        1,108,796,286.04 
	           581,530,661.25 
	         (527,265,624.79)
	52%

	Appropriation in Aid
	220,000,000
	           120,000,000.00 
	           187,786,303.00 
	             67,786,303.00 
	156%

	Previous Years grants B/F
	199,331,220
	                                -   
	                                -   
	                                -   
	 

	Total Revenue & Grants
	10,715,204,268
	12,556,097,825
	11,621,023,711
	     (935,074,113.79)
	93%

	 
	 
	 
	 
	 
	 

	  
	 
	 
	 
	 
	 

	2. EXPENDITURE
	 
	 
	 
	                                -   
	 

	Recurrent Expenditure
	 
	 
	 
	                                -   
	 

	Compensation to Employees
	4,615,886,109
	        4,824,824,783.46 
	        4,677,191,337.72 
	         (147,633,445.74)
	97%

	Use of goods and services
	1,375,155,671
	        3,037,885,928.10 
	        2,922,418,142.02 
	         (115,467,786.08)
	96%

	Recurrent Sub-Total
	5,991,041,780
	    7,862,710,711.56 
	    7,599,609,479.74 
	     (263,101,231.83)
	97%

	 
	 
	 
	 
	                                -   
	 

	Development Expenditure
	412,491,600
	        4,693,387,113.47 
	        3,092,720,631.98 
	      (1,600,666,481.49)
	66%

	Total Expenditure
	6,403,533,380
	 12,556,097,825.03 
	 10,692,330,111.72 
	  (1,863,767,713.32)
	85%

	 
	
	
	
	
	 

	Funds Balance
	 
	 
	       928,693,599.53 
	 
	 



[bookmark: _Toc23266826]2.3 Revenue Performance
From the table above actual local revenue collected amounted to Kshs. 581,530,661 against a target of Kshs. 1,108,796,286.04 hence a shortfall of Kshs.527, 265,625 million. Kshs. 581,530,661 is inclusive of Kshs.543, 575,258.25 as revenue generated from local revenue streams, Kshs. 13,632,081.00 AMS Mitunguu & Kaguru ATC and Kshs. 24,323,322.00 from public health services.
 The shortfall of Kshs. 527,265,625 million was attributed mainly by; lack of updated valuation roll which was to help in maximizing plot and land rates; all revenue streams not fully automated, over-optimistic projections and inadequate staff.
As noted, in the table above, the County, during the FY 2018/19 received an equitable share of Kshs. 8,007,000,000. More so, grants of Kshs. 926,039,659.00 were received against a target of Kshs. 1,401,634,451.00 translating into shortfall of Kshs. 475,594,792.00. The shortfall in grants was due to delay in disbursement of the budgeted funds by the National Treasury.
Table 2.2 shows the quarterly trend in local revenues collection per quarter for FY 2018/2019 per revenue stream.  
Table 2.2 Revenue Performance per stream
[image: ]
Figure 1 below indicates the trends in the revenue performance per stream per quarter during the FY 2018/19 financial years.
Figure 1: Revenue trends per quarter

As indicated in table 2.2 and figure 1, the County own revenues is mainly attributable to Single business permit, parking fees, cess, market fees and outdoor advertisement. Further, the sharp increase in own revenue in the last half of the year is attributable to renewal of single business permits, renewal of parking fees for the year and cess due to the agricultural season. 
[bookmark: _Toc23266827]2.4 Expenditure Performance
Total expenditure in the FY 2018/19, amounted to Kshs. 10,692,330,111.72 against a target of Kshs. 12,556,097,825.03 representing un absorption of Kshs.1, 863,767,713.32 and 85% absorption of the approved budget. In FY 2018/19, the recurrent expenditure amounted to Kshs.7, 599,609,479.74 representing 97% absorption, while Kshs. 3,092,720,631.98 was spent on development accounting for 66 % absorption as compared to the targeted budget.
The under spending in the FY 2018/19 is attributed to multiplicity of projects hence delays in procurement of the projects and services; Introduction of end-to end online procurement system that slowed down processes as suppliers and contractors are yet to get well versed with the process; Inadequate and not very well experienced technical staff hence delays in preparing designs and BQs; and delay in disbursement of funds by national Government.
[bookmark: _Toc23266828]2.5 Fiscal balance 
In line with performance in revenue and expenditure, fiscal deficit (excluding grants) amounted to Kshs.527.265 million. Through a contingency plan, government will absorb the above deficit through budgeting of pending bills in the financial year 2020/21.
Table 2.3 below indicates the respective department’s absorption rates as follows:

Table 2.3 Showing Absorption rates by sectors and Comparison with CFSP 2018


[image: ]
From table 2.3 above:
•Average absorption was noted in all other sectors and this contributed to the overall utilization of 85%. The below 100% utilization was attributed to delayed procurement of goods and services, multiplicity of projects especially in Transport and Infrastructure departments and late disbursement of funds affected the funds absorption reported.  

Comparison between CFSP 2018 ceilings and FY 2018/19 budget allocation showed a general increase in budget allocations occasioned by increase in equitable share and conditional grants allocation to the county. This increase was due to increased conditional funding allocation in transport department and allocation to projects in the ward in the two departments. Most of the departments had variation between the CFSP amount and the budget which was due to change in government priorities during the year and increased conditional allocations from national revenue. 

3. [bookmark: _Toc23266829]RECENT ECONOMIC DEVELOPMENTS AND OUTLOOK
[bookmark: _Toc23266830]3.1	overview 
Kenya’s economy continues to register strong economic performance. The economy expanded by 6.3 percent in 2018 up from a growth of 4.9 percent in 2017. This growth was supported by strong agricultural and manufacturing activities, vibrant service sector, stable macroeconomic environment, ongoing public infrastructural investments and sustained business confidence. The outlook for Kenya’s economy is strong, projected at 6.0 percent in 2019. In the first quarter of 2019, the economy expanded by 5.6 percent compared to a growth of 6.5 percent in the same quarter of 2018 supported by strong growth in the service sector industries despite contraction in agricultural activities due to delayed rains. 
The economy continues to register macroeconomic stability with low and stable interest rates and competitive exchange rate to support exports. 
The overall Year-on-year overall inflation remained within the government target range at 5.0 percent in August 2019 up from 4.0 percent in August 2018. This increase reflected higher prices of key food items such as carrots, potatoes, sifted maize flour, cabbages, and fresh packed milk, due to delayed long rain. Electricity cost, kerosene price and house rent also increased during the same period. The delay in the onset of rains resulted in lower agricultural activities and rising food inflation from March 2018. However, food inflation declined from 7.9 percent in July 2019 to 6.7 percent in August 2019 reflecting declining prices of key foo
The Kenya Shilling has been relatively stable supported by continued narrowing of the current account deficit and adequate reserve buffer.  The Shilling appreciated against the Euro and the Sterling pound exchanging at Kshs 114.9 and Kshs 125.5 in August 2019 from Kshs 116.2 and Kshs 129.7 in August 2018, respectively. However, against the US Dollar, the Shilling weakened in August 2019 exchanging at 103.3 compared to the same period in 2018 where Kshs 100.6 were required to buy one Dollar. The depreciation of shilling is attributed to increased demand for import and excess liquidity in the money market
Short-term interest rates have remained fairly low and stable. The Monetary Policy Committee in July 2019 retained the Central Bank Rate at 9.0 percent. The interbank rate remained low at 3.6 percent in August 2019 from 6.52 percent in August 2018 due to ample liquidity in the money market .The 91-day Treasury bill rate declined to 6.4 percent in August 2019 compared to 7.6 percent over the same period in August 2018.
Annual credit to the private sector grew by 5.2 percent in the year to June 2019, compared to a growth of 4.3 percent in the year to June 2018. In particular, lending to finance and insurance, consumer durables, trade, manufacturing, transport and communication and private household sectors grew by 4.7 percent, 21.3 percent, 5.5 percent, 11.4 percent, 5.8 percent and 7.6 percent, respectively
The foreign exchange market remains stable supported by a narrower current account deficit. The current account deficit narrowed to 3.8 percent of GDP in June 2019, from 5.4 percent in June 2018, reflecting strong growth of agricultural exports particularly horticulture and coffee, resilient diaspora remittances, and improved tourism receipts. The international reserves accumulation stood at US$ 9,656 million equivalent to 6.0 months of import cover
[bookmark: _Toc23266831]3.2	County Economic Outlook and Policies
The county has made strides in implementing its policies through the implementation of the projects in the CIDP 2018/2022 and the ADP. The Developments, in future provides a path to grow the county economy by improving people and communities’ wellbeing, income, investments.  
[bookmark: _Toc23266832]3.2.1	Agriculture Rural and Urban Development
Planting of grafted macadamia and avocado seedlings respectively has seen approximately 28,000 farmers start improving on their income. A further target of 200,000 trees for both crops planned in the year 2019/2020 will see over 5407MT and 4549MT respectively produced in the county increasing the income per household in the county. Continued vaccination of 180,000 livestock against various trade sensitive diseases improved trade income and safeguarded livelihoods.

[bookmark: _Toc23266833]3.2.2 Energy, Infrastructure and ICT
During the financial years 2017/18-2018/19, the department embarked on; installation of floodlights; laying of cabro and surface dressing, constructing bridges, opening, grading and gravelling of roads, installation of culvert and gabions and drainage improvement. The county government will continue with improvement of roads infrastructure and have engaged in a contract with the national government through the MTEF initiative to develop roads, which is efficient and cost effetive across the county during the FY2019/2020.

[bookmark: _Toc23266834]3.2.3 General Economic, Commercial and Labour Affairs Sector
This sector during the financial year 2018/2019 appropriated resources towards construction of Modern Kiosks as incubation centers to SMEs: construction and upgrading of markets infrastructure, training of traders and entrepreneurs, tourist product enhancement and marketing, capacity building for cooperatives societies and promotion of cooperatives.
 Their operationalization is expected to result in job creation within the County, enhanced revenue collection and contributes to regulated trade within the County. The county plans to construct more markets during the financial 2019/20. 

[bookmark: _Toc23266835]3.2.4 Health Sector
In the years FY 2018/2019 the FIF was KES 187,786,303 and is expected to increase to KES 200,000,000 in 2019/2020 due to increased access to specialized care, refurbishment, operationalization and treatment to patients through: 68 new dispensaries : 3 theaters (Timau, Mikumbune and Muthara): 25 health facilities(20 completed and 5 ongoing):13 new maternity wings: The 232 cataract patients surgeries: Automation of health services to improve data capture and storage: Over 7,625 patients reached through generation plus program 
As the National government implements the ‘BIG four’ ,providing Universal Health Coverage and Guaranteeing Quality and Affordable Healthcare to all Kenyans - the county will be implementing identified interventions with the objective of expanding Universal Health Coverage and further raising the welfare of the county population and income.
[bookmark: _Toc23266836]3.2.5 Social Protection, Culture and Recreation Sector
The county has increased the VTC workshops by 7 no. in the 2018/2019 FY all aimed at improving learning and training environment for trainees with the conditional grant disbursed going  a long way in enhancing  innovation, creativity and nurturing youth talents. This is in line with the “BIG FOUR” that aim to Develop TVET infrastructure and equipment; Increase access to education and training for learners with Special Need and Disability and lastly, upgrade and expand existing industrial training centers.

Toward universal education the county initiated construction of 118 new ECDE classroom and also financed additional infrastructure in 24 polytechnics. The county aims at increasing the enrollment by up scaling the milk programme by increasing budgetary allocation in the subsequent years.
Meru Youth Service will continue to uplift the youths through technical training whose contribution to the economy as uplifting their livelihoods.
[bookmark: _Toc23266837]3.2.6 Environmental Protection and Water Sector
In the 2018/2019 FY the county drilled 50 Boreholes in ASAL regions of the county to serve 2,150 homesteads with clean portable water and a further 50 no is planned for 2019/2020 to raise the number of homesteads with water to over 60% in the county that’s in line with the national target of 80% HH with water by 2022. Other interventions include, water pans constructed in conjunction with the national government to provide water for irrigation:  improving of connectivity through ward allocations, 15 Mega gravity water projects supported though water flagship projects benefitting thousands of people and all this is focused to improve on the livelihoods of the people.
In addition department of environment engaged on increasing forestry cover, efficient management of garbage collection in urban centers as well as maintaining the dumpsites.
[bookmark: _Toc23266838]3.2.7 Public Administration and Intergovernmental Affairs sector
By automating revenue collection, the Meru County Revenue Board has improved annual local revenue collected from Kshs. 336,547,020 in FY2017/18 to Kshs. 543,575,258.25 in FY2018/19. The increase in revenue enhanced the allocated fiscal resources to facilitate the completion of addition and likely to stall projects.
Further, Completion of construction works for the New Meru County Headquarters has not only solved the challenge of limited office space faced by various departments improving efficiency but will also save the County Government an annual rent expenditure amounting to Kshs. 23, 503, 200 that will be channel to other projects in the county 2018/2022 development plan.

[bookmark: _Toc23266839]3.3	Medium Term Expenditure Framework
The county government will operate within a framework of balanced budget in the medium term with occasional short term borrowing as may be necessary for cash flow management purposes. The government’s fiscal policy objective in the medium term will be to focus resources to the county transformative projects that are in the ADP 2019/2020 and focus on the CIDP 2018/2022 and county vision 2040 with the core projects geared towards the ‘BIG four’ agenda of Kenya and linked with the objectives of Third Medium-Term Plan (MTPIII) of Vision 2030 given the core priority. 
[bookmark: _Toc23266840]3.3.1	Revenue enhancement strategies
Revenue mobilization initiatives will be strengthened to enhance revenue performance. The county will implement the county flagship of the transformative projects in the CIDP 2018-2022 that are high impact in terms of employment creation, increasing county competitiveness and revenue generation among others.
Meru Branding, Meru Special Economic Zones, Meru Industrial Parks, Satellite Markets, The hike to Mt. Kenya tourism, Tree Crops Development in macadamia and avocado, “Panga Kaunti” (County spatial plan), Land Adjudication/Registration-,Land banking, New urban agenda are all projects in the county that are geared towards improving services or products in the county and enhancing revenue.
County intends to have the Meru County Financial bill 2019 implemented that proposes -;
i. Enactment & Enforcement of County laws on revenue
ii. Preparation of county valuation roll
iii. Review of fees and charges. The county will make a comprehensive review of the existing rates with view to adjusting it to a reasonable but sustainable level. The county government in consultation with stakeholders will carry out a comprehensive review of existing rates. 
iv. Improvement of revenue collection centres such as open air markets. Ensure optimal staffing in the centres, supervisions and enforcement.
v. Ensure transparency and accountability mechanism through maintaining registers and records. This will also involve preparation of monthly defaulters list; repair and maintenance of rental houses.
vi. Sensitization of stakeholders on revenue generation.
vii. Automation of Revenue Collection- mainly, the revenue collection systems are semi-automated and manual; thus difficult to determine in certainty the amount being collected. To address this, the county intends to establish fully automated revenue collection system and eliminate the manual system. 
viii. Revenue Targets- staff involved in revenue collection will have targets upon which their performance will be measured against.


3.3.2	Expenditure management and budgetary control
In the medium term the county government will strengthen expenditure management focusing on expenditure productivity. Government regulations/laws on effective management of budget .This will be done by full implementation of the Integrated Financial Management Information System (IFMIS) with adoption of expenditure management and procurement modules. The Impact of information technology on effective management of budget has been tremendous through Hyperion module
Competent Staff will be a great tool in effective management of budget that will include capacity building. Government will ensure that each officer engaged in the budgeting process participates in trainings on effective management of the budget and in accordance to the law.
Public participation on effective management of budgeting process by engaging all including the elected leaders, special groups of women and youth and all opinion shapers in the county. Development committees such as Sub county Development Committee’s, Ward Development Committees, MESC and Budget & economic forum will all be used as consultative guiding budgetary process.
The county will further employ austerity measures like cutting on recurrent costs to free resources to implement high impact projects in the FY2019/2020.






3.4	Risks to the Outlook
Brexit outcome will greatly affect the financial market globally by amount the donor countries will release to countries or through the changing exchange rate. The recent geopolitical tensions building around production and use of nuclear weapons if not addressed could weigh down global growth with negative impact on trade and financial flows.  
Untimely release of resources from the National Government to the Counties and changing equitable share by the national Government will have effects on the outlook. Delayed transfer of funds to the County will cause delayed implementation in counties.
Continued uncertainty on the amount the counties are to receive in equitable share will greatly affect the outlook as counties continue to plan with a blind and anticipation.
Reduction in equitable share usually affects development budget by revising it downwards.
Climate change has caused changes in Overreliance to rain fed agriculture which has seen poor nutrition in the county and hence need to address the issues of weather changes.
The County Government will monitor the above risks and take appropriate measures to safeguard macroeconomic stability. That may include
· Increased efficiency of revenue allocation
· Increased efficiency of priority expenditures
· Better intra-sectoral resource allocation in the priority sectors
· Safeguarding resource allocation to the priority sectors.
· Amicable solution to delayed resource release by the national government.
· Push for constitutional amendment to increase amount to county governments.




4. [bookmark: _Toc23266841]RESOURCE ALLOCATION FRAMEWORK 
. This section sets out how the government intends to live within its means. It establishes the resource envelope or total revenues it expects then allocates these across departments by setting expenditure limits or ceilings for each.
[bookmark: _Toc23266842]4.1 Adjustment to the FY 2019/20 Budget
The FY 2019/20 budget framework emphasizes on efficiency and effectiveness of public spending and improving revenue collection to ensure maximum economic growth across all sectors and continued fiscal discipline.
The underperformance in both revenue collection and expenditure in the FY 2018/19 (on account of the Kshs.1, 863,767,713.32 un absorption in FY 2018/19) has implications on the financial objectives outlined in the 2019 County Fiscal Strategy Paper and the 2019/20 Budget. Given the underperformance in both revenue and expenditures during the FY 2018/19, projections for both the revenues and expenditures for the MTEF of FY2019/20 needs to be reviewed.
The newly published division of the revenue bill allocated 316 billion as equitable share to all counties in which Meru County was allocated Kshs.8, 039,100,000. In light of the above the FY 2019/20 budget will be adjusted to accommodate the increase of Kshs.165, 100,000 in equitable share. 
Expenditure pressures, especially recurrent expenditures, pose a fiscal risk. Wage bill pressures and lean operations budget may limit implementation of planned activities across the in various departments and therefore austerity measures will be pursued by the County Government to curb wastages and focus expenditure on priority areas. 
[bookmark: _Toc23266843]4.2 Medium Term Expenditure Framework 
Allocation and utilization of resources in the medium term will be guided by the priorities outlined in CIDP 2018-2022, ADP (Annual Development Plan), County Vision 2040 and other county plans; and in accordance with section 107 of the PFM Act 2012. The Government will continue with its policy of expenditure prioritization with a view to achieving its mission of promoting Sustainable Development, Socio-economic Empowerment, Technological Innovations and Industrialization. Realization of these objectives will have implications in the budget ceilings to be provided in this Budget Review and Outlook Paper.
The following criteria will serve as a guide for allocating resources:
a) Alignment of Programmes with the priorities as set out in the County Integrated Development Plan (CIDP), Annul Development Plan (ADP) and County Vision 2040;
b) Degree to which a programme addresses job creation and poverty alleviation, gender balance, people with disability and other marginalized groups;
c) Degree to which the programme is addressing the core mandate of the Department or Agency (DAs)
d) Expected outputs and outcomes from a programme; and
e) Cost effectiveness and sustainability of the programme.
The government will continue to focus resources towards implementation of sector projects which lead to great enhancement of the County economy. Some of the specific areas of intervention will include;
a) promotion of youth talents and empowerment,
b) empowerment of women, 
c) improved food security and promotion of commercial agriculture,
d) improved household access to adequate clean water and sanitation,
e) provision of quality, affordable and accessible Healthcare,
f) cooperatives and tourism development 
g) improved access to basic education and vocational training,
h) enhancement of transport to improve access to markets and essential services, 
i) uplifting of Persons Living with Disabilities, and 
j) Improved environmental conservation and natural resources for sustainable development. 
[bookmark: _Toc23266844]4.3 Proposed FY 2020/21 Budget Framework
The FY 2020/21 budget framework builds up on the fiscal consolidation agenda, which the Government has been implementing to contain growth of expenditure and raise revenues. Some of the policy measures that the Government has been implementing include adoption of the zero-based budgeting process, focusing expenditure on high priority and impact areas and curbing wastages on operation expenditure. Further, with the fiscal consolidation strategy, departments and corporations are required to adopt the culture of doing more with less that is available with a view to promote sustainability and affordability.
More so, in the next Financial Year County executive intends to clear all pending bills accrued in the past financial years. This will be achieved by reviewing and adjusting priorities for the FY2020/21 to accommodate projects which are already complete or on progress.
a. Revenue Projections
During the FY 2020/21 revenue from internally generated sources is expected to total to Kshs. 705 Million. Achievement of the projected target will be underpinned by continued enhancement of revenue collection, enforcement and sealing of loopholes among other initiatives. In addition the Finance bill currently at the County Assembly pending approval will serve as a key tool in expanding revenue base. Appropriation in aid (A.I.A)-Hospital F.I.F is expected to increase to 200 million up from 187 million collected during the FY 2018/19 whereas collection from Alcohol board is expected to increase by 8% to 60 million.
Revenues from National government are projected at Kshs. 9,471 billion which includes; (Kshs.7.939 billion equitable Share), (Kshs.731.7 million Conditional Grants from the National Government Revenue) and (Kshs.800.999 Conditional allocations to County Governments from Loans and Grants from Development Partners).
Table 2.4 County Projected Revenues for the FY 2020/21
	REVENUE  PROJECTIONSS FOR FY 2020-21 

	Revenue Stream
	PROPOSED  ESTIMATES

	 
	FY 2020-2021

	a.Equitable Share
	7,939,000,000.00

	b.County Own Revenue
	705,000,000.00

	c.Appropriation in Aid- Hospital FIF
	260,000,000.00

	Total 
	8,904,000,000.00

	 
	

	f.Conditional Grants from the National Government Revenue
	

	i.Conditional Grants to Level-5 Hospitals 
	396,305,201.92

	iv.Conditional Allocation for Development of Youth Polytechnics*
	59,962,395.88

	v.Conditional Grant-Compensation for User Fee Foregone
	33,547,333.68

	vii.Conditional Grant- Road Maintenance Fuel Levy
	241,886,899.28

	Total 
	731,701,830.76

	 
	

	g.Conditional allocations to County Governments from Loans and Grants from Development Partners 
	

	i.World Bank Loan to for transforming health systems for universal care project
	37,100,000.00

	ii.World Bank for national agricultural and Rural Inclusive Growth project
	317,970,086.80

	iii. World Bank Urban development grant for Kenya urban support program 
	123,903,612.00

	v.KDSP (Level 1& 2Grant FY 2019/20 )
	277,949,744.40

	vi.Danida
	25,340,625.00

	vii. GoK-ASDSP
	18,735,721.54

	Sub-Total 
	800,999,789.74

	TOTAL BUDGET
	10,436,701,620.50




	



b. Expenditure Projections
The County Integrated Development Plan (2018-2022), County Vision 2040 and the Medium Term Plan III of Kenya Vision 2030 and are the key policy documents that will guide the county government spending decisions. Vision 2030 provides the overarching long term national development agenda, while CIDP and vision 2040 sets out the county medium and long term development plans term. Taking this into account, the overall expenditure for FY 2020/21 are projected at Kshs.10.436 billion up from Kshs.10.607 billion in the FY 2019/20. These expenditures comprise among others, recurrent of Kshs 7.305 billion and development of Kshs.3.131 billion.
Recurrent expenditure of Kshs.7.305 billion is inclusive of salaries and remuneration for employees amounting to Kshs.5.239 and Kshs.2.067 use of goods and services. The county government will continue to enhance expenditure productivity in the proposed year and manage the rising wage bill to be within the required limit as required in section 107 of PFM Act 2012.
The government will continue to channel more resources in implementation of projects within the sectors with great impact to the community as indicated in the proposed ceilings below;


Table 2.5 Summary of Indicative Department Ceilings for FY 2020/21 MTEF

	Table 2.5 Summary of Indicative Departmental Ceilings for FY 2020/21 MTEF

	Departments
	 
	 Revised Estimates 
	 Estimates 
	 Projections 
	 Estimates 
	Ceilings
	 Projections 

	
	 
	 2019/20 
	 2020/21 
	 2021/22 
	 2022/23 
	 2019/20 
	2020/21
	 2021/22 
	 2022/23 

	County Assembly
	Recurrent
	                   925,220,000.00 
	                    925,220,000.00 
	                952,976,600.00 
	            981,565,898.00 
	8.72%
	8.59%
	8.58%
	8.57%

	 
	Development
	                     30,000,000.00 
	                      20,000,000.00 
	                  25,000,000.00 
	              32,000,000.00 
	0.28%
	0.19%
	0.23%
	0.28%

	 
	Sub-Total
	               955,220,000.00 
	                945,220,000.00 
	            977,976,600.00 
	     1,013,565,898.00 
	9.00%
	8.78%
	8.81%
	8.85%

	Office of the Governor
	Recurrent
	                   279,451,652.52 
	                    280,451,652.52 
	                288,865,202.10 
	            297,531,158.16 
	2.63%
	2.60%
	2.60%
	2.60%

	 
	Development
	                       2,000,000.00 
	                      45,000,000.00 
	                  32,000,000.00 
	              34,000,000.00 
	0.02%
	0.42%
	0.29%
	0.30%

	 
	Sub-Total
	               281,451,652.52 
	                325,451,652.52 
	            320,865,202.10 
	        331,531,158.16 
	2.65%
	3.02%
	2.89%
	2.90%

	Finance, Economic Planning and ICT
	Recurrent
	                   475,768,460.48 
	                    476,968,460.48 
	                491,277,514.30 
	            506,015,839.72 
	4.49%
	4.43%
	4.42%
	4.42%

	 
	Development
	                       8,500,000.00 
	                      15,000,000.00 
	                  16,500,000.00 
	              18,500,000.00 
	0.08%
	0.14%
	0.15%
	0.16%

	 
	Sub-Total
	               484,268,460.48 
	                491,968,460.48 
	            507,777,514.30 
	        524,515,839.72 
	4.57%
	4.57%
	4.57%
	4.58%

	Agriculture, Livestock &, Fisheries
	Recurrent
	                   320,820,000.00 
	                    322,020,000.00 
	                331,680,600.00 
	            341,631,018.00 
	3.02%
	2.99%
	2.99%
	2.98%

	 
	Development
	                   405,446,989.00 
	                    466,040,000.00 
	                486,040,000.00 
	            500,621,200.00 
	3.82%
	4.33%
	4.38%
	4.37%

	 
	Sub-Total
	               726,266,989.00 
	                788,060,000.00 
	            817,720,600.00 
	        842,252,218.00 
	6.85%
	7.32%
	7.36%
	7.36%

	Water & Irrigation
	Recurrent
	                   111,120,000.00 
	                    113,342,400.00 
	                116,742,672.00 
	            120,244,952.16 
	1.05%
	1.05%
	1.05%
	1.05%

	 
	Development
	                   476,400,000.00 
	                    500,000,000.00 
	                515,000,000.00 
	            530,450,000.00 
	4.49%
	4.64%
	4.64%
	4.63%

	 
	Sub-Total
	               587,520,000.00 
	                613,342,400.00 
	            631,742,672.00 
	        650,694,952.16 
	5.54%
	5.70%
	5.69%
	5.68%



	Table 2.5 Summary of Indicative Departmental Ceilings for FY 2020/21 MTEF

	Departments
	 
	 Revised Estimates 
	 Estimates 
	 Projections 
	 Estimates 
	Ceilings
	 Projections 

	
	 
	 2019/20 
	 2020/21 
	 2021/22 
	 2022/23 
	 2019/20 
	2020/21
	 2021/22 
	 2022/23 

	Education Technology, Gender & Social Development
	Recurrent
	                   848,770,000.00 
	                    882,628,175.63 
	                909,107,020.90 
	            936,380,231.53 
	8.00%
	8.20%
	9.00%
	9.00%

	 
	Development
	                   165,618,298.00 
	                    164,010,000.00 
	                168,930,300.00 
	            173,998,209.00 
	1.56%
	1.52%
	1.52%
	1.52%

	 
	Sub-Total
	            1,014,388,298.00 
	             1,046,638,175.63 
	         1,078,037,320.90 
	     1,110,378,440.53 
	9.56%
	9.72%
	9.71%
	9.70%

	Health Services
	Recurrent
	                3,015,420,332.00 
	                 3,018,920,332.00 
	             3,109,487,941.96 
	         3,202,772,580.22 
	28.43%
	28.04%
	31.00%
	31.00%

	 
	Development
	                   737,192,122.00 
	                    387,223,612.69 
	                398,840,321.07 
	            410,805,530.70 
	6.95%
	3.60%
	3.59%
	3.59%

	 
	Sub-Total
	            3,752,612,454.00 
	             3,406,143,944.69 
	         3,508,328,263.03 
	     3,613,578,110.92 
	35.38%
	31.64%
	31.59%
	31.56%

	Land, Physical Planning, Urban Development & Public Works
	Recurrent
	                   126,100,000.00 
	                    126,650,000.00 
	                130,449,500.00 
	            134,362,985.00 
	1.19%
	1.18%
	3.00%
	3.00%

	 
	Development
	                   281,790,200.00 
	                    258,636,873.46 
	                266,395,979.66 
	            274,387,859.05 
	2.66%
	2.40%
	2.40%
	2.40%

	 
	Sub-Total
	               407,890,200.00 
	                385,286,873.46 
	            396,845,479.66 
	        408,750,844.05 
	3.85%
	3.58%
	3.57%
	3.57%

	Legal Affairs, Public Service Management and Administration
	Recurrent
	                   581,554,277.00 
	                    582,754,277.00 
	                600,236,905.31 
	            618,244,012.47 
	5.48%
	5.41%
	7.00%
	7.00%

	 
	Development
	                   232,216,740.00 
	                    232,220,000.00 
	                239,186,600.00 
	            246,362,198.00 
	2.19%
	2.16%
	2.15%
	2.15%

	 
	Sub-Total
	               813,771,017.00 
	                814,974,277.00 
	            839,423,505.31 
	        864,606,210.47 
	7.67%
	7.57%
	7.56%
	7.55%

	Roads, Transport & Energy
	Recurrent
	                     91,280,000.00 
	                      91,371,280.00 
	                  94,112,418.40 
	              96,935,790.95 
	0.86%
	0.85%
	0.85%
	0.85%

	 
	Development
	                   754,635,188.00 
	                    798,680,000.00 
	                822,640,400.00 
	            847,319,612.00 
	7.11%
	7.42%
	7.41%
	7.40%

	 
	Sub-Total
	               845,915,188.00 
	                890,051,280.00 
	            916,752,818.40 
	        944,255,402.95 
	7.97%
	8.27%
	8.25%
	8.25%



	Table 2.5 Summary of Indicative Departmental Ceilings for FY 2020/21 MTEF

	Departments
	 
	 Revised Estimates 
	 Estimates 
	 Projections 
	 Estimates 
	Ceilings
	 Projections 

	
	 
	 2019/20 
	 2020/21 
	 2021/22 
	 2022/23 
	 2019/20 
	2020/21
	 2021/22 
	 2022/23 

	Trade, Investment, Industrialization, Tourism & Cooperative Development
	Recurrent
	                     81,900,000.00 
	                      83,121,000.00 
	                  85,614,630.00 
	              88,183,068.90 
	0.77%
	0.77%
	0.77%
	0.77%

	 
	Development
	                     88,380,000.00 
	                    119,000,000.00 
	                122,570,000.00 
	            126,247,100.00 
	0.83%
	1.11%
	1.10%
	1.10%

	 
	Sub-Total
	               170,280,000.00 
	                202,121,000.00 
	            208,184,630.00 
	        214,430,168.90 
	1.61%
	1.88%
	1.87%
	1.87%

	Youth Affairs & Sports
	Recurrent
	                   170,200,000.00 
	                    188,800,000.00 
	                194,464,000.00 
	            200,297,920.00 
	1.60%
	1.75%
	1.75%
	1.75%

	 
	Development
	                     51,400,000.00 
	                      61,400,000.00 
	                  63,242,000.00 
	              65,139,260.00 
	0.48%
	0.57%
	0.57%
	0.57%

	 
	Sub-Total
	               221,600,000.00 
	                250,200,000.00 
	            257,706,000.00 
	        265,437,180.00 
	2.09%
	2.32%
	2.32%
	2.32%

	Public Service Board
	Recurrent
	                     15,000,000.00 
	                      17,100,000.00 
	                  17,613,000.00 
	              18,141,390.00 
	0.14%
	0.16%
	0.16%
	1.00%

	 
	Development
	                                         -   
	 
	                                      -   
	                                 -   
	 
	 
	0.00%
	 

	 
	Sub-Total
	                  15,000,000.00 
	                   17,100,000.00 
	               17,613,000.00 
	          18,141,390.00 
	0.14%
	0.16%
	0.16%
	0.16%

	Environment, Wildlife & Natural Resources
	Recurrent
	                     41,100,000.00 
	                      41,922,000.00 
	                  43,179,660.00 
	              44,475,049.80 
	0.39%
	0.40%
	0.39%
	0.39%

	 
	Development
	                     33,800,000.00 
	                      63,800,000.00 
	                  65,714,000.00 
	              67,685,420.00 
	0.32%
	0.61%
	0.59%
	0.59%

	 
	Sub-Total
	                  74,900,000.00 
	                105,722,000.00 
	            108,893,660.00 
	        112,160,469.80 
	0.71%
	1.01%
	0.98%
	0.98%






	County Assembly

	Departments
	 
	 Revised Estimates 
	 Estimates 
	 Projections 
	 Estimates 
	Ceilings
	 Projections 

	
	 
	 2019/20 
	 2020/21 
	 2021/22 
	 2022/23 
	 2019/20 
	2020/21
	 2021/22 
	 2022/23 

	Meru County Revenue Board
	Recurrent
	                     44,300,000.00 
	                      59,500,000.00 
	                  61,285,000.00 
	              63,123,550.00 
	0.42%
	0.57%
	0.55%
	0.55%

	 
	Development
	                                         -   
	 
	                                      -   
	                                 -   
	 
	 
	 
	 

	 
	Sub-Total
	                  44,300,000.00 
	                   59,500,000.00 
	               61,285,000.00 
	          63,123,550.00 
	0.42%
	0.57%
	0.55%
	0.55%

	Meru County Investment Corporation
	Recurrent
	                     50,608,454.00 
	                      47,644,212.00 
	                  49,073,538.36 
	              50,545,744.51 
	0.48%
	0.46%
	0.44%
	0.44%

	 
	Development
	                     53,000,000.00 
	                                          -   
	                                      -   
	                                 -   
	0.50%
	0.00%
	0.00%
	0.00%

	 
	Sub-Total
	               103,608,454.00 
	                   47,644,212.00 
	               49,073,538.36 
	          50,545,744.51 
	0.98%
	0.46%
	0.44%
	0.44%

	Meru County Microfinance Corporation
	Recurrent
	                     58,752,212.00 
	                      47,277,344.72 
	                  48,695,665.06 
	              50,156,535.01 
	0.55%
	0.45%
	0.44%
	0.44%

	 
	Development
	                     50,000,000.00 
	                                          -   
	                                      -   
	                                 -   
	0.47%
	0.00%
	0.00%
	0.00%

	 
	Sub-Total
	               108,752,212.00 
	                   47,277,344.72 
	               48,695,665.06 
	          50,156,535.01 
	1.03%
	0.45%
	0.45%
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Recurrent Total
	 
	            7,237,365,388.00 
	             7,305,691,134.35 
	         7,524,861,868.38 
	     7,750,607,724.44 
	68.23%
	70.00%
	70.02%
	69.96%

	Development Total
	 
	            3,370,379,537.00 
	             3,131,010,486.15 
	         3,222,059,600.73 
	     3,327,516,388.76 
	31.77%
	30.00%
	29.98%
	30.04%

	Total Budget
	 
	          10,607,744,925.00 
	           10,436,701,620.50 
	       10,746,921,469.12 
	  11,078,124,113.19 
	100.00%
	100.00%
	100.00%
	100.00%






[bookmark: _Toc23266845]4.4 The Proposed 2020/21 Budget Framework
The Medium-Term Fiscal Policy aims at supporting rapid and inclusive economic growth continue the fiscal consolidation programme while creating fiscal space for the implementation of the CIDP planned priorities. In this regard, and driven by continued reforms in revenue administration and revenue enhancement measures, local revenue collection is projected at 7 percent of total revenue  by FY 2022/23. 
Below is a table showing fiscal projections for the medium term period FY 2020/21-2022/23
Table 2.6 Summary of Expenditure Projections 2020/21-2022/23 FY and MTEF
	Revenue Type
	Budget Estimates
	Approved Budget Estimates
	Projected Estimates

	
	FY 2018/19
	FY 2019/20
	FY 2020/21
	FY 2021/22
	FY 2022/23

	Personnel Emoluments
	4,824,824,783
	5,037,066,655
	5,238,549,321
	5,275,959,594
	5,395,705,178

	Operation s &Maintenance
	3,037,885,928
	2,200,298,733
	2,067,141,813
	2,248,902,275
	2,354,902,546

	Development
	4,693,387,113
	3,370,379,537
	3,131,010,486
	3,222,059,601
	3,327,516,389

	Total
	12,556,097,825
	10,607,744,925
	10,436,701,621
	10,746,921,469
	11,078,124,113


 


[bookmark: _Toc23266846]4.5 Projected Fiscal Balance
The proposed FY 2020/21 county budget is balanced, but however, any shortfall in revenue that may occur within the year will be addressed through supplementary or borrowing within the borrowing framework by sub-nationals as approved by the Intergovernmental Budget and Economic Forum (IBEC).




5 [bookmark: _Toc23266847]CONCLUSION 
The FY 2019/20 budget is being prepared within the context of a moderate global economic recovery. As the National Government scales up the implementation of “The Big Four” Plan, the County Government has also aligned the County Integrated Development Plan and the Annual Development Plans to ensure that the County Specific targeted interventions are funded and implemented. The aim of the MTEF is therefore to strike an appropriate balance between support for growth and continued fiscal discipline while providing room for the implementation of the CIDP 2018-2022.
CBROP is one of the budget documents purposed to enhance financial discipline and fiscal responsibilities within the county’s financial management framework; an important document in the budget making process within the Medium Term Expenditure Framework. The document details the actual fiscal performance for the previous financial year with deviations from the budget appropriation. It also details how actual financial performance for the previous financial year may have affected compliance with the responsibility principles. Further the updated macroeconomic outlook provides a basis for any budget revision. It also set out broad fiscal parameters for the next budget.
To create fiscal space and guarantee appropriate phasing of expenditure programmes, sectors and the Sector Working Groups will be required to conduct a thorough scrutiny of all proposed activities and Budgets for FY 2019/20 to ensure that they are not only directed towards improving productivity but also aligned to the achievement of the CIDP aspirations. As such, the fiscal strategy in this CBROP will focus on enhancing overall revenue collection and reallocating resources to the priorities across the sectors as envisaged in the CIDP. 
The County government will continue to ensure that the budget is strictly followed and service delivery is given focal attention to achieve the set objectives. The resource ceilings projected in this document should guide the Sector Working Groups to prioritize the key programmes and projects contained in the Annual Development Plan 2019/20 to ensure consistency in the development interventions of the County. The SWGs are required to prepare medium-term budgets that are consistent with the Medium-Term Fiscal Framework. The resource envelope for each Sector has been provided under table 2.5. These ceilings will form inputs into the CFSP 2020 which will be finalized by the 28 February 2020.
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Revenue Stream/Source  Target FY 2018/19   1st Quarter   2nd Quarter   3rd Quarter   4th Quarter 

Total Revenues FY 

2018/19 Variance

1Slaughter house fees 13,216,956.42              1,438,600.00            1,384,810.00          1,381,715.00            1,261,100.00            5,466,225.00              (7,750,731.42)           

2Market  fee 74,696,724.64              11,143,790.00          10,809,625.00        12,134,500.00          11,428,907.00          45,516,822.00            (29,179,902.64)         

3Transfer & Subdivision fee 2,615,893.21                43,700.00                 159,400.00             92,800.00                 147,100.00               443,000.00                 (2,172,893.21)           

4Plot Rent 13,745,586.66              741,621.00               821,217.00             2,166,225.00            3,077,896.00            6,806,959.00              (6,938,627.66)           

5Land Rates 388,133,352.77            7,715,905.00            13,171,436.93        13,665,584.72          14,980,044.95          49,532,971.60            (338,600,381.17)       

6single business permit 223,145,761.58            20,397,107.00          8,451,900.00          105,678,620.00        54,203,246.00          188,730,873.00          (34,414,888.58)         

7parking fees 102,360,225.05            19,163,925.00          18,498,325.00        20,557,903.00          21,875,380.00          80,095,533.00            (22,264,692.05)         

8House rent/Stall rent 28,649,397.69              2,857,780.00            2,276,939.00          2,532,980.00            2,793,630.00            10,461,329.00            (18,188,068.69)         

9Cess 104,812,359.43            17,481,980.20          16,740,744.90        19,079,788.45          18,059,391.95          71,361,905.50            (33,450,453.93)         

10Building plans 47,783,908.75              7,970,489.00            3,970,364.00          5,337,201.00            5,676,784.00            22,954,838.00            (24,829,070.75)         

11Outdoor adverts. & Signboard 22,079,025.15              11,710,915.00          6,745,315.00          15,127,220.00          8,759,900.00            42,343,350.00            20,264,324.85          

12Hire of county properties 4,029,143.31                261,783.00               239,600.00             157,600.00               85,500.00                 744,483.00                 (3,284,660.31)           

13Application fees 3,994,468.91                69,000.00                 16,000.00               138,500.00               54,600.00                 278,100.00                 (3,716,368.91)           

14Impounding fees & Fines 3,469,651.29                608,000.00               248,800.00             570,175.00               502,740.00               1,929,715.00              (1,539,936.29)           

15Sale of tender doc 426,047.68                   3,000.00                   -                         -                            12,000.00                 15,000.00                   (411,047.68)              

16Toilets fee 4,045,534.36                489,580.00               413,949.77             400,615.00               417,410.00               1,721,554.77              (2,323,979.59)           

17Miscellaneous income 2,952,101.10                445,307.00               1,587,801.25          767,715.00               1,754,308.00            4,555,131.25              1,603,030.15            

18Income from county estates 3,231,210.52                13,000.00                 -                         14,600.00                 -                            27,600.00                   (3,203,610.52)           

19Refuse collection fee 1,318,028.16                23,200.00                 54,400.00               64,000.00                 32,200.00                 173,800.00                 (1,144,228.16)           

20Fire section fee 1,589,977.92                48,000.00                 100,000.00             111,700.00               7,000.00                   266,700.00                 (1,323,277.92)           

21

Others (Meat Inspection and Veterinary 

Services) 7,703,349.38                633,470.00               106,150.00             533,000.00               168,040.00               1,440,660.00              (6,262,689.38)           

22Public health 10,967,190.01              2,530,400.30            551,530.00             661,750.00               155,000.00               3,898,680.30              (7,068,509.71)           

23

Direct Banking

4,810,027.83            4,810,027.83              4,810,027.83            

Sub-total-(MCRB)

1,064,965,894.00     105,790,552.50    86,348,307.85    201,174,192.17    150,262,205.73    543,575,258.25       (521,390,635.75)   

AMS Mitunguu & Kaguru ATC 16,152,214.00              13,632,081.00            (2,520,133.00)           

Public Health Services

27,678,178.00              24,323,322.00            (3,354,856.00)           

Sub-Total  43,830,392.00           -                           -                         -                           -                           37,955,403.00         (5,874,989.00)        

TOTAL

1,108,796,286.00     105,790,552.50    86,348,307.85    201,174,192.17    150,262,205.73    581,530,661.25       (527,265,624.75)   

TOTAL   REVENUE COLLECTION ANALYSIS  YR 2018/19  AS PER SOURCE
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DEPARTMENTS

Deviation 

(%)

NO

DEPARTMENTS  TOTAL   REC   DEV    TOTAL  REC  DEV  TOTAL REC DEV TOTAL

CFSP - 

BUDGET

 a   b   c   d=b+c  e  f  g=e+f h=e/b i=f/c j=g/d k=(d-a)/d

1County Assembly            911,750,000.00         937,216,546.00           82,000,137.00         1,019,216,683.00  935,396,964               4,508,662.00  939,905,62699.81% 5.50% 92% 10.54%

2Office of the Governor            289,660,000.00         333,712,798.52             5,500,000.00            339,212,798.52  317,981,147               2,680,880.00  320,662,02795.29%48.74% 95% 14.61%

3Finance, Economic Planning and ICT         1,180,530,000.00         939,152,130.61         230,905,909.75         1,170,058,040.36  895,306,804           160,860,502.98  1,056,167,30795.33%69.66% 90% -0.89%

4

Agriculture, Livestock &, Fisheries            568,720,000.00         360,477,746.58         468,036,956.55            828,514,703.13  356,285,828           241,423,274.00  597,709,10298.84%51.58% 72% 31.36%

5Water & Irrigation            811,330,000.00         121,418,180.56         871,715,630.44            993,133,811.00  113,906,928           819,507,402.00  933,414,33093.81%94.01% 94% 18.31%

6Education Technology, Gender & Social Development            962,890,000.00         944,098,331.00         259,675,064.00         1,203,773,395.00  906,547,857           178,168,302.00  1,084,716,15996.02%68.61% 90% 20.01%

7Health Services         3,083,530,000.00      2,963,905,663.63         644,998,231.00         3,608,903,894.63  2,919,917,011           275,001,827.00  3,194,918,83898.52%42.64% 89% 14.56%

8

Land, Physical Planning, Urban Development & Public 

Works

           245,270,000.00         156,633,412.40         340,700,273.95            497,333,686.35  124,249,551           150,471,186.00  274,720,73779.33%44.17% 55% 50.68%

9

Legal Affairs, Public Service Management and 

Administration

           746,710,000.00         698,070,305.91                               -              698,070,305.91  663,360,447                                 -    663,360,44795.03% 95% -6.97%

10Roads, Transport & Energy            821,560,000.00         103,759,143.00      1,353,252,002.78         1,457,011,145.78  99,224,553           945,407,770.00  1,044,632,32395.63%69.86% 72% 43.61%

11

Trade, Investment, Industrialization, Tourism & 

Cooperative Development

           196,250,000.00           99,588,774.89         206,369,544.00            305,958,318.89  96,024,887           153,327,484.00  249,352,37196.42%74.30% 81% 35.86%

12Youth Affairs, Sport & Culture            192,980,000.00         138,668,444.00         156,914,104.00            295,582,548.00  117,409,309           104,252,202.00  221,661,51184.67%66.44% 75% 34.71%

13Public Service Board              30,000,000.00           21,674,000.50               21,674,000.50  19,106,032                                 -    19,106,03288.15% 88% -38.41%

14Environment, Wildlife & Natural Resources              86,820,000.00           44,335,233.97           73,319,260.00            117,654,493.97  34,892,162             57,111,140.00  92,003,30278.70%77.89% 78% 26.21%

TOTAL   10,128,000,000.00  7,862,710,711.56  4,693,387,113.47   12,556,097,825.03  7,599,609,480    3,092,720,631.98 10,692,330,11296.65%65.90% 85% 19.34%

Table 2.3 Showing Absorption rates by sectors and Comparison with CFSP 2018 (Illustrative)

 CFSP   BUDGET ALLOCATION 2018/19  Cumulative Expenditure 2018/19 Absorption(%)
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