REPUBLIC OF KENYA

COUNTY GOVERNMENT OF MIGORI

Date: 30™ August 2024

MIGORI COUNTY TREASURY CIRCULAR NO.1/2024
TO: ALL ACCOUNTING OFFICERS,

DIRECTORS/HEADS OF DIVISIONS

GUIDELINES FOR THE PREPARATION OF FY2025/26 AND THE
MEDIUM-TERM BUDGET

A. PURPOSE
" 1. These guidelines are issued pursuant to Section 36 of the Public Finance
Management Act (PFMA), 2012 and are intended to provide clear instructions on
the processes, procedures, and timelines to be followed when preparing the
FY2025/26 and Medium-Term Budget. The guidelines apply to all Sectors,
Agencies and Organs of the County and outlines the following:
i). Background to the FY 2025/26 and the Medium-Term Budget;
ii). Policy Priorities for the FY 2025/26 and the Medium-Term Budget;
iii). Timelines and requirements for key activities in the budget process;
iv). Institutional framework to guide budget preparation process
v). Form and content of the budget;
vi). Programme performance Reviews (PPRs)

vii).  Prioritization process and costing of programmes and projects; and
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viii).  Framework outlining procedures and the manner in which stakeholders and

the public will participate in the budget process.

BACKGROUND

The FY 2025/26 budget is being prepared within the context of a global economy that has
stabilized with growth projected to drop slightly to 3.2 percent in 2024 from 3.3 percent in
2023 before recovering to 3.3 percent in 2025. In the advanced economies, growth is
projected at 1.7 percent in 2023 and 2024 before rebounding to 1.8 percent in 2025

reflecting a slowdown in growth in the USA.

In the emerging markets and developing economies, growth is projected to remain stable
at 4.3% in 2024 and 2025 from an estimated 4.4% in 2023. In the Sub-Saharan Africa
region, growth is projected to remain moderate at 3.7% in 2024 and 4.1% in 2025.

On the domestic scene, economic growth has remained strong and resilient. Growth
continues to be supported by strong agricultural and manufacturing activities underpinned
by favorable weather conditions, strong service sector, stable macroeconomic
environment, ongoing public infrastructural investments and sustained business
confidence. Growth is expected to rise gradually to 5.5 percent in 2025 from 5.6 percent
in 2023 supported by a rebound in the agriculture sector and the continued strength and

resilience of the services sector.

Following the anticipated limited resources to be generated in the economy under the
prevailing circumstances, it is imperative that Sectors prioritize and accommodate

programmes within the available resource envelope.

¢ Assumptions underpinning the FY 2025/2026 and Medium Term Fiscal

Framework

The Medium-Term Fiscal Framework supporting the budget will be anchored on the

following assumptions:

a. Real GDP is projected to grow at 5.5 % in 2025 and over the medium-term;



nflation is expected to be maintained within the target range of +2.5% of

nterest rates are expected to adjust downwards gradually while foreign curre:
xchange rates are expected to remain stable and this will be safeguarded ove

aedium term,;

"otal Revenue will be expected to improve gradually to reach 16.9% of the

n FY 2025/26 and over the medium-term; and

"otal expenditure is expected to decrease to below 21.5% of GDP in FY 20:

nd Medium Term in line with the fiscal consolidation policy.

'PECIFIC GUIDELINES

specific guidelines to be followed in the preparation of FY 2025/26 .

set proposals

i) Timelines and Requirements for Key Activiti

the Budget Process
v of the constitution and the Public Finance Managen
'(CAP412A) provisions for processing budget estimates,the follov
rcuments and Bills will be prepared and approved in accordance witt

; set out in the Budget Calendar attrached as Annex 2

xnnual Development Plan (ADP);
he County Budget Review and Outlook Paper (CBROP);
ounty Fiscal Strategy Paper (CFSP);
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To facilitate the finalization and approval of the above policy documents and Bills
within the stipulated timelines, Accounting Officers are required to strictly
undertake the activities outlined in the Budget Calendar within the set timeframes.
The timeframes for delivery of the Policy Documents, reports, and relevant Bills

are provided in Annex 1 of this Circular.

ii). Key dates in the budget preparation process
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(1))

The budget process involves preparation of key documents for approval by CECM
and County Assembly. To finalize the Budget and submit it for approval, Sectors
will be required to undertake a number of key activities as provided in the Budget
Calendar for FY2025/2026 which is indicated in Annex2. Accounting Officers are
required to note the timelines and initiate action as required to ensure that budget
is prepared and submitted to the Assembly as a scheduled.

Preparation of Annual Development Plans

10. Section 126 of the PFM Act,2012 requires county executive departments/sectors to

(I

prepare and submit annual development plans to the County Assembly by the 1%,
of September. The County Treasury will coordinate the preparation of annual plans.
Departments/sectors through the sector working groups are requested to prepare
their annual plans and submit to the County Treasury by the 25", August, 2024.This
will allow adequate time for consolidation and approval by the County Executive

Committee for prompt submission to the County Assembly by 1* September 2024.

2023/2024 MTEF Programme Performance Review

11. Programme performance expenditure review is an annual exercise carried out

between July and Mid-September. Migori County Reviews are expected to take
place between 1* and 19" Sept 2024.Departments are therefore expected to have
commenced the Programme performance expenditure reviews. This entails
undertaking a detailed appraisal of the composition, allocation and utilization of its
expenditure during the period 2023/24 - 2024/25. Departments will only be
allowed to bid for resources in the sector after the finalization of the review of

programme expenditures,



12. Programme performance review is a critical factor in successful programme
budgeting. It helps in realizing the County Government’s strategic and policy
priorities and it encourages accountability within the departments the review
focuses on the efficiency and effectiveness of programme expenditure and whether
spending is focused on the highest priorities and therefore using the lessons learnt

for making decision on future expenditure decisions.

13. Further, the review findings process will determine MTEF budgetary allocations
by assessing whether value for money has been achieved, which programmes to be
given priority for funding and projects to be discontinued or handed over to relevant
department. This is expected to contribute towards an efficient and effective way

of allocating resources towards the realization of the county strategic objectives.

14. The review reports must indicate both financial and non-financial performance
against the targets related to each of the programmes. The report should also

provide implementation details, status/ progress of financed projects within a

programme.

(IIT)  Preparation of the County Budget Review and Outlook Paper-BROP

15. The PFM Act,2012, section 118, provides for the preparation of the County Budget
Review and Outlook Paper(C-BROP). This is both a backward and forward-
looking document. This is the initial MTEF document which would be of interest
to the public to know about. The C-BROP,2024 will give the county actual fiscal
performance in the FY 2023/2024, update on economic and financial forecasts,

funding priorities for FY2025/2026 and indicative available resources.

16. The County Treasury shall use among others the sector working group reports and
other available secondary information to prepare the County Budget Review and
Outlook Paper. The C-BROP shall be submitted to the County Executive
Committee by the 30", September,2024,

17. Legislation has made it mandatory for public participation to be conducted in the

budgeting process. As a key component to the county MTEF budgeting process,
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County Treasury shall arrange for public hearings on the C-BROP and Sectoral
Reports. Sector Working Group Reports include a section on performance
expenditure while the C-BROP looks back at the previous year's fiscal performance
of the county. These would be of interest to the public to know about. In this
connection, County Treasury shall conduct public hearings on the C-BROP and
Sectoral Reports on the 3" week of the month of September between 17" and 22",

September,2024.

(IV) Preparation of the County Fiscal Strategy Paper- C-FSP

18. Section 117 of the Public Finance Management Act,2012 provides for the

preparation of the County Fiscal Strategy Paper by the County Treasury and
submission to the County Executive Committee for approval. Then the approved
County Fiscal Strategy Paper to be submitted to the County Assembly by the 28th,
February. In the FY 2025/2026, County Treasury shall prepare the County Fiscal
Strategy Paper and submit to the County Executive Committee by 15t
February,2025 for approval and to the County Assembly by 28", February,2025.

19. In preparing the County Fiscal Strategy Paper,2025, the County Treasury shall seek

and consider, among others the views of the public. In line with this provision,
County Treasury shall conduct public hearings on the County Fiscal Strategy Paper
in the month of January and February 2025

V. Alignment of the County Fiscal Strategy Paper to the Budget Policy Statement. Section
117(2) of the PFM Act,2012.
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20. The Budget Policy Statement is anchored on the Vision 2030 and its five-year

medium-term plans. It therefore articulates the National Policy priorities that will
impact on the citizenry at both the National and County Level. To ensure
consistency and focus in the implementation of these policies, as a county we shall
align priorities in the upcoming County Fiscal Strategy Paper,2019 to the national
objectives contained in the Budget Policy Statement in accordance 1o 117 (2) of the
PFMA, 2012,



iii) Institutional Framework to Guide the Budget Process

21. In Line with UN-classification of the functions of the Government, Departments
performing closely related functions have been mapped to form Sector Working
Groups(SWGs) as follows

i). Agriculture, Livestock, veterinary Services, Fisheries and Blue
Economy. The sector Comprises the department of Agriculture, Livestock
& Veterinary Services, Fisheries and Blue Economy.

ii). Water and Energy. The sector consists of Energy Development and Water
Services.

iii). Finance and Economic Planning. The sector consists of six sub-sectors
namely; Finance and Accounting services, Planning and Budgeting, Audit
Services, Supply Chain Management, Statistics and Data Management and
Revenue and Resource Mobilization.

iv). Health Services and Sanitation Sector. Represented by the department of
Public Health & Sanitation and Medical Services.

v). Education, Gender Inclusivity, Social services, Youth and Sports
Represented by two sub-sectors namely Education, youth and sports and
Gender Inclusivity, culture and Social Services.

vi). Public Service Management and Devolution. The sector comprises
Public Service management and Devolution, Public Service Board and
Monitoring, Evaluation and Performance Contracting.

vii). Environment, Natural Resources, Climate Change and Disaster
Management. The sector consists of Environment, Natural resources and
forestry development, climate change and Disaster management.

viii). Office of the Governor. The sector consists of the Governor’s
office, Deputy Governor’s office, Special Programmes and External

Partnerships, County secretary’s office and ICT, E-Governance and

Innovation.
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ix). Roads, transport, Public Works and Infrastructural development.
consists of Roads and transport and Public Works and Infrastructural
development

x). Trade, Tourism, Industry, Market and Cooperative Development
consists of two sub-sectors namely; Trade, Industry and Tourism and
Cooperatives Development and Marketing.

xi). County assembly consists of the office of the Speaker and office of the
Clerk.

xii). Lands, Housing, Physical Planning and Urban Development.
The sector consists of Lands, Survey, Physical Planning and Urban
development.

xiii). Office of the County Attorney. The sector comprises legal
Advisory, Research Services and Compliance, Litigation and ADR,

Legislative Drafting and Law enforcement & Prosecution of County

offenses

22. . Respective sector working Groups shall be responsible for the prioritization and
resource allocation for planned programmes/projects. Departments are required
to fully participate in their relevant sector working groups and bid for resources

within available ceilings.

23.Accounting Officers are reminded that the SWGs remain central in guiding the
prioritization and resource allocation for planned programmes/projects. Sectors

are therefore required to fully participate in their relevant Sector Working Groups

and bid for resources within the available ceilings.

iii) Form and Content of Budget

* Programme-Based Budget
24. In line with Section 38 (3) (b) of the Public Finance Management Act, (CAP 412A), the
budget will be prepared and presented by vote and programme Annex 1, Where new
programmes are proposed by Departments, an approval must be obtained from the
County Treasury.
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25. The structure of existing and new programmes should be aligned to the mandate of

respective Department and match the main lines of service delivery, SWGs should ensure
that:
i. Programme Outcomes and Outputs, are Specific, Measurable, Achievable,
Realistic, and Time Bound;
ii. Performance Indicators and Targets are for Outcomes and Outputs;
iii. Performance Indicators are Results Oriented, Clear, Relevant, Economic,
Adequate, and Monitorable (CREAM Annex 1);
iv. Performance Indicators and Targets are Those That MDAs Can Be Held
Responsible for Their Achievement;
v. Delivery Units with No Clear Outputs, Performance Indicators and Targets are
Consolidated Under the Main Delivery Unit;

¢ Fiscal Consolidation Policy

26. The Government will continue to pursue a fiscal consolidation policy with the overall aim

27.

28.

29.
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of reducing fiscal deficit and debt accumulation. The strategy focuses on enhancing
domestic revenue mobilization, reprioritization and rationalization of expenditures while
safeguarding priority Government programmes and social spending. SWGs are therefore
required to prepare medium-term Budgets by optimally allocating available resources to
projects and programmes with high impact on growth.

o Developing ‘Rolling’Three-year Medium -Term Budget Estimates.
. Budget resources will be appropriated on an annual basis but the budget planning process
will include estimates of expenditure and revenue for the two outer years. Accounting
Officers should note that the ceilings for the outer years are binding in accordance to the
Public Finance Management Regulations, 2015,

e  Medium Term IV and CIDP priorities
The FY 2025/26 and the Medium-Term Budget will be anchored on the Fourth Medium
Term Plan (MTP 1V) of the Vision 2030 and the identified Third Generation County
Integrated Development Plan priorities.

iv) Programme Performance Reviews

Departments are expected to undertake a detailed assessment of the progress achieved
towards the realization of the targeted outcomes and outputs after the implementation of
the FY 2022/23 to FY 2024/25 Budgets. This should entail analyzing the previous
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30.

31

budgetary allocations, actual expenditure (financial performance) and achievement of

actual outputs and outcomes (performance of nonfinancial indicators),

Accounting Officers should ensure that previous programme performance, outstanding

commitments, implementation experiences and lessons learnt form the basis for guiding

resource allocations in the Medium-Term.

The PPRs reports should indicate both financial and non-financial indicators of
performance for each programme. The report should provide progress of both
domestically and externally financed projects within a programme. In addition; the
review should focus on efficiency and effectiveness towards the achievement of'
programme outcomes. Accounting Officers should ensure that previous
Programme Performance, outstanding commitments, implementation experiences

and lessons learnt form the basis for guiding resource allocations in the Medium-

Term.

32. Sectors will only be allowed to bid for resources in their respective sectors after

finalization of the PPRs and will be required to present PPR reports in their

respective SWGs prior to discussing the funding requirements.

v) Prioritization and Allocation of Resources

33. The County Government of Migori will continue to pursue priorities which are

aimed at safeguarding livelihoods, creating jobs, reviving businesses and economic

activities. In this regard, provision of core services, ensuring equity and minimizing

costs through the elimination of duplication and inefficiencies, environmental

protection and climate change measures will be prioritized. Consequently, the

following will serve as the criteria to guide prioritization and final allocation of

resource:

i). Programmes that enhance value chain and linkage to CIDP priorities;

ii). Linkage of the programme with the priorities of Medium+Term Plan IV of the Vision
2030,

iii). Completion of ongoing projects, stalled projects and payment of verified pending
bills;
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34.

35.

36.

37.

38.

iv). Degree to which a programme addresses job creation and poverty reduction:

v). Degree to which a programme addresses the core mandate of the MDAs:

vi). Programmes that support mitigation and adaptation of climate change:

vii). Cost effectiveness, efficiency and sustainability of the programme; and

viii). Requirements for furtherance and implementation of the Constitution.
Based on the above broad guidelines, SWGs are expected to develop and document sector-

specific criteria for prioritization and resource allocation within the resource envelope.

Entrenching Balanced Budgeting in PBB

The Government is operating under constrained fiscal environment. In view of this the
Government has adopted Balanced Budgeting approach to guide the prioritization and
allocation of the scarce resources to projects and programmes. Under this approach.
budgeting process will focus on allocating limited resources based on programme
efficiency and requirement rather than incremental budgeting which is based on history.
Consequently, all expenditure on programmes to be included in the FY 2025/26 Budget
must be justified afresh for the forthcoming financial year and over the medium-term.

SWGs are therefore required to re-evaluate all the existing programmes using appropriate
costing methodologies while coming up with the preliminary baseline requirements. In this
regard, the principles of efficiency, effectiveness and economy of public spending shall
strictly be enforced by ensuring low-priority expenditures give way to high-priority
service-delivery programmes. SWGs should eliminate wasteful expenditures and pursue
priorities which are aimed at safeguarding livelihoods, creating jobs, reviving businesses

and economic recovery.
vi) Costing programmes

To support standardized costing of programmes, a costing tool has been
developed within the IFMIS budgeting module to estimate the budget baseline.
The budget baseline will comprise requirements for ongoing policy, new

approved policy and verified pending bills.

Accounting Officers are required to ensure that costing of activities in respective

programmes is in line with these guidelines.



39. The costing of activities, projects and programmes will be guided by the

following principles:

(a) Recurrent Budget Estimates

¢ Personnel Emolument

40. The County Government expenditure on compensation to employees is not
expected to exceed 35 percent of the County Government share of revenue in
line with fiscal responsibility principles. To ensure the wage bill remains within
the medium-term targets, SWGs should not allocate resources for new
recruitment, interns, casuals, or upgrading unless there is prior approval for
funding from the County Treasury. Allocation for personnel emolument must be

supported by Integrated Personnel Payroll Data (IPPD).

41. SWGs should also note that adjustments of remuneration and benefits for staff
in departments, including SAGAs, should only be done after receiving advice
from the Salaries and Remuneration Commission (SRC). Sectors are reminded
to first obtain written approval on the availability of funds for any proposed
adjustment, from the County Treasury before seeking SRC's advice. This
approval should be provided to the SWGs as supporting documentation.

@ Use of Goods and Services

42. SWGs are required to critically review sector requirements to curtail the growth
of the recurrent budget especially in respect of use of goods and services. All
requirements for the use of goods and services should be costed accurately and
justified. Each allocation should be supported by service providers' agreements,
demand notes, and any documentary evidence of past trends.

¢ Subscriptions/Contributions

43.All Sectors are expected to justify the requirements for  natlonal
subscription/payments for inclusion under the County Treasury's Dudget, In
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