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MTEF BUDGET CIRCULAR FY 2026/2027

Economic Planning Division




COUNTY GOVERNMENT OF KWALE
THE COUNTY TREASURY

Our Ref: CG/KWL/FIN/CR/25/ (06) Date: 5" August 2025

KWALE COUNTY TREASURY CIRCULAR NO.1/2025

TO: ALL COUNTY EXECUTIVE COMMITTEE MEMBERS
ALL ACCOUNTING OFFICERS

GUIDELINES FOR THE PREPARATION OF THE MEDIUM-TERM
EXPENDITURE FRAMEWORK (MTEF) BUDGET FOR THE FINANCIAL
YEAR (FY)2026/2027

A. PREAMBLE

1. These guidelines are issued pursuant to the provisions of section 128(2) of the
Public Finance Management Act (PFMA), 2012.The purpose of these
guidelines is to provide clear instructions on the processes and procedures for
preparing the FY 2026/2027 MTEF Budget. These guidelines will give
highlights on: -

1). The key policy issues that will guide the preparation of the FY
2026/2027 MTEF Budget;

if). The review of the performance of programmes implemented in the
FY 2024/2025 MTEF Budget;

iii).  The documents, form and content of budget and the cost of the
programmes to be funded;
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Iv). The framework for public participation in the budget making
process;

V). The constitutional timelines and requirements for key activities in
the budget making process. (Annex I).

B. BACKGROUND

2. The 2026/2027 MTEF budget will be prepared against a background of aresilient
economic performance courtesy of the National Government’s efforts to realize
economic recovery. Kenya’s economy is projected to grow at a rate of 5.3 percent
in 2025 and 2026. This growth is expected to be driven by the Bottom-Up Economic
Transformation  Agenda (BETA), increased agricultural  productivity,
macroeconomic stability and the resilience of key economic sectors.

3. Economic activities at the County level are growing albeit slowly. However,
reforms in the local service and manufacturing industries are bearing fruit in
increased employment and local incomes. The major sectors of the local economy
including transportation and storage, education, hotel and accommodation services,
agriculture, wholesale and retail trade; are resilient. These coupled with favorable
rains, resilient macroeconomic environment and sound fiscal policies will guarantee

adequate revenues for smooth implementation of the medium -term budget.

4.The County Government of Kwale has initiated efforts to boost economic activities
in the county through enterprise development. As part of its efforts to raise local
incomes and thereby reduce poverty, the County Government is committed to
supporting women and youth in the formation and registration of business
enterprises. This would enable them access tenders at both the county and national
government levels. The County Government of Kwale has registered over 300
women and youth group companies with more than 50 companies having secured
tenders from the county government. This initiative to empower women and youth
is a deliberate strategy by the County Government of Kwale to create employment

and raise rural incomes.
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5. The FY 2024/2025 was satisfactorily implemented despite several challenges

chief among them the delays in the release of funds from the National Exchequer.

The National Treasury was faced with cash liquidity challenges resulting in cash

crunch in the counties. Disbursements to counties were not following smoothly and

were in arrears. Counties received their equitable allocations towards the end of the
third and fourth quarters of the year. The financial year (FY) 2025/2026 budget is
the third to implement the 2023-2027 County Integrated Development Plan

(CIDP)whose theme is transforming Kwale together. The basic assumptions for

smooth implementation of the FY 2025/2026 budget include:

I. Steady National Economic Growth of 5.3 percent in 2025 and 2026. This
growth is expected to be driven by the Bottom-Up Economic Transformation
Agenda (BETA), increased agricultural productivity, macroeconomic stability
and the resilience of key economic sectors.

Ii. Favourable Weather. About 80 percent of the Kwale population lives in the
rural areas and relies on agriculture as the main source of livelihood. The FY
2025/2026 budget assumes that weather in the year 2025 and 2026 will be
favourable to guarantee food security and enhanced local incomes.

iii.  Enhanced Own Source Revenue. The FY 2025/2026 budget assumes that
intensive efforts shall be put in place to mobilize revenues to hit the set target
of Ksh 486 million and beyond so as to adequately fund the various county
development priorities and reduce the burden of pending bills.

Iv. Timely Release of Equitable Share of Revenue from the National
Treasury. The implementation of the FY 2025/2026 budget will be
determined by how the National Treasury will be disbursing the equitable
share of revenue to the County Government. To an extension, the budget
assumes that conditional allocations from development partners will be
disbursed in time to deliver on the donor funded projects.

v. Sustainable Wage Bill. The County Government will continue restricting
employment of new staff to only the critical technical areas. The wage bill
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will be maintained at the threshold of 35 percent or below in consistent with
requirements of section 25a of the PFM Regulations of 2025(For County
Governments).

vi. Political Good will. The FY 2025/2026 budget assumes that there will be
political good will from the County Assembly and County Executive towards
realization of the county transformation agenda and the smooth
implementation of the budget. Each county organ and agency will play its
role effectively to ensure seamless implementation of the budget. There will
be enhanced collaboration, synergy and support to realize the envisaged

County Government development agenda.

6.In the FY 2025/2026 ,the County Government will intensify its efforts to raise
local revenues to supplement the Equitable share of revenue from the National
Government and ensure development priorities are adequately funded. Specifically,
the County Government of Kwale will mobilize own source revenue by applying the
below strategies: -
I. Leveraging on ICT by strengthening the Revenue Management System to
fully automate all revenue streams
ii.  Enhancing policy and legislative frameworks for revenue administration
(Approval of the Kwale County Finance Bill 2025)
iii.  Leveraging on the County Valuation roll to enhance the collection of land-
based revenues which have a huge potential
iv. Establishing a dedicated Enforcement and Compliance Unit that is properly
trained to handle all revenue matters including regular inspection
v.  Strengthening the Whole of Government Approach in own source revenue
mobilization incorporating collaboration, synergy and support from all

departments and agencies.
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7. In the next financial year 2026/2027 budget, the County Government of Kwale
will continue focusing on implementing transformative programmes in line with the
Bottom Up Economic Transformation Agenda (BETA) which is pegged on five
pillar strategy. BETA model aims to improve Agriculture, revamp MSMEs, offer
Affordable Housing, guarantee Universal Health Coverage and Enhance the Digital
and Creative Economy. This will raise productivity and efficiency in the economy
and create more opportunities, raise incomes, create wealth and reduce poverty. The
county government will give priority to implementation of flagship projects which
will accelerate the objectives of the BETA model. The county government will
continue with the five pillar strategy giving emphasis to Health, Water, Agriculture
and the Blue Economy, Education and economic empowerment through trade and
industrialization. The County Government will develop and implement sound fiscal
policies which will enhance revenue mobilization and prudent spending of public

financial resources to achieve the economic transformation agenda.
C. THE SPECIFIC GUIDELINES

8. The preparation of 2026/2027 MTEF budget proposals will be guided by the

following specific areas:-
I. Medium Term Development Strategy

9. The preparation of the 2026/2027 MTEF budget will continue to be guided by our
resolve to support the BETA economic model which s in tandem with the Kenya
Vision 2030. The Kenya Vision 2030 which is in its fourth medium term (MTP V)
of implementation provided a guide for preparation of the Third Generation County
Integrated Development Plan (CIDP) 2023-2027. The CIDP 2023-2027 has linked
the achievement of the strategic objectives of MTP IV of the Kenya Vision 2030 and
the BETA economic model of the Kenya Kwanza administration to the county
annual plans and budgets. The CIDP 2023-2027 remains the main guide in the
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development of sector priorities, policies and plans in the subsequent development
plans 2023-2027. Specifically, the CIDP 2023-2027 will provide the framework for
developing the County Fiscal Strategy Paper (CFSP) 2026 and give the basis for the
2026/2027MTEF budget.

10. The FY 2026/2027 budget will continue implementation of the County
Government socio economic transformation agenda under the main strategic
objectives in the two previous financial years of the Achani-Chirema administration.
The objectives as mentioned in the first two years of the new County Government

include:-

I.  To enhance access to quality and affordable health care services
Ii.  To increase sustainable agricultural production, value addition and market
access for targeted value chains
Iii.  To enhance the access to safe and adequate water for all residents
Iv. To improve urban and rural infrastructure for rapid socio-economic
transformation
v. To enhance youth and women economic empowerment by creating an

enabling environment for enterprise development and industrialization

11. The County Government of Kwale will ensure inclusive planning and sustainable
development through the incorporation of the County Budget and Economic Forum
(CBEF) which include non-state actors representing various sectors in the planning
and budgeting processes. The CBEF coupled with members from the different
sectors in the county government will form sector working groups. The sector
working groups which will be used as the only vessels in initiating deliberations in
the formulation of sectoral plans and budgets. County Budget and Economic Forum
non —state actors constitute of members from professional’s bodies, business
community, youth and women groups, civil society organizations, community based

and faith-based organizations. The CBEF offers a means for consultation on budget
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and economic matters. The CBEF is an important vessel in adding value and

enriching the county plans and budgets.

1. FY 2024/2025 MTEF Programme Performance Review

12.  Programme performance review is a critical factor in successful programme
budgeting. As usual, Programme performance expenditure review is undertaken
between July and Mid-September. The detailed evaluation of the expenditures are
expected to have commenced for the financial year period July 2024-June 2025 and
the reports to be submitted to the County Treasury by 15 ™ August, 2025. This
review has the overall objective of encouraging accountability within departments
and ensuring prioritized programmes are adequately funded and also offer learning
opportunities for future expenditure decisions. In addition programme expenditure
review findings will determine whether budgetary allocations and utilization have
achieved the value for money objective, which programmes to be given priority for
funding and which projects to be discontinued or handed over to relevant
department. This is expected to enhance efficiency and effectiveness in allocation of

resources in the realization of the county strategic objectives.
I11. County Integrated Development Plan (CIDP 2023-2027)

13. The obligation for planning in the county is provided under section 104 of the
County Government Act 2012. This section of the law postulates that no public
funds shall be appropriated outside a planning framework developed by the
County Executive and approved by the County Assembly. Section 108 of the
County Governments Act 2012 provides for the preparation of the County
Integrated Development Plan (CIDP) as a basis for budgeting in the medium term.
The CIDP is a five-year plan which has (i) clear goals and objectives(ii) an
implementation plan with clear outcomes(iii) monitoring and evaluation framework
and (iv) clear reporting mechanisms. This plan is informed by the two long-term
development plans( 10 year)- the Kwale County Sectoral Plan 2023-2032 and the
Kwale County Spatial Plan
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14. The County Government of Kwale is in its third year of implementing the third
generation CIDP 2023-2027 and will conduct a mid-term review to assess the extent
to which programmes and projects have been implemented in the last two financial
years FY 2023/24 and FY 2024/2025. Reports on implementation will help identify
the key areas of success and the challenges. The County Government will
consolidate the gains made and address the challenges by taking decisive corrective
action to realize the county transformation agenda as envisaged in the CIDP 2023-
2027 and the Governor’s manifesto. The reports of the mid-term review of the CIDP
2023-2027 should be submitted to the County Executive Committee for Finance and
Economic Planning by the 315t August 2025.

IV. Preparation of County Annual Development Plan (CADP 2026/2027)

15. Section 126 of the PFM Act, 2012 guides the preparation of the County
Annual Development Plan (CADP). The County Executive Committee member
responsible for economic planning is required to prepare and submit the
development plan to the County Executive Committee for approval and to submit
the approved plan to the County Assembly by 1%t September of every year. The
process of developing the FY 2026/2027 CADP will adhere to the following steps:

I. The County Executive Committee Member responsible for Economic
Planning will issue a circular with instructions and timelines to all County
Accounting officers on the budget making process whose first step is the
preparation of the County Annual Development Plan (CADP). In preparing
the CADP 2026/2027, each department should adhere to presentation of
contents as in the format shown in Annex I1.

ii.  The County Government departments and agencies will review the previous
Annual Development Plan FY 2024/2025 and document the achievements
(key outputs and projects implementation status), challenges faced during the
implementation of the plan and lessons learnt. The county departments should
consider changes in policy priorities as outlined in County Integrated
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Development Plan (CIDP) or any new policies for consideration in the County
Annual Development Plan FY 2026/2027. Again, this information will be
presented as in the format shown in the Annual Development Plan template
shown in Annex I1.

lii.  The County Government through the Economic Planning Division will build
on Lessons leant from implementing previous county policies and strategies
and Existing Good Practices. Specifically, the Economic Planning Division
will align the CADP to county resources and County Own Source Revenue
(OSR) enhancement operations and other emerging best practices such SDGs
mainstreaming, climate screening and Green, Resilient, Inclusive
Development (GRID) Framework. In addition, the County Government will
align the CADP 2026/2027 to the achievement of the clean-green agenda,
integrate climate and development, prioritize key systems transitions, and
financing to support the transitions and develop indicators to measure and
monitor progress.

iv. The County Government through the department of Finance and Economic
Planning will undertake effective public participation and stakeholder
engagements for collection of inputs. This will entail provision of data and
knowledge needed to advocate for sustainable transformative change enabling
stakeholder to identify development gaps, priorities and innovative approach
to address community needs. The department of Finance and Economic
Planning will make report of the inputs from the public participation and
present to technical departments to analyze and compile draft CADP in the
format shown in Annex I1.

v. The Economic Planning Division will consolidate all the drafts CADP by
technical departments and prepare a draft CADP 2026/2027 for presentation
to the County Executive Committee. The County Executive Committee
chaired by the Governor will discuss the draft CADP 2026/2027 and approve
with or without amendments by 28" August 2025. The County Executive
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Committee Member for Finance and Economic Planning will then submit the
adopted CADP by the County Executive Committee to the County Assembly
for approval on 1st September 2025 and

vi. County Executive Committee member responsible for economic planning
shall publish and publicize the annual development plan within seven days

after its submission to the County Assembly.

16. Public participation is an essential component to the county MTEF budget
making process as given in the Constitution 2010 and other statutory provisions. In
particular, section 125(2) of the PFM Act 2012 requires the County Executive
Committee Member for Finance to ensure public participation is carried out in the
county budget making process. Specifically, section 115(1) of the County
Governments Act 2012 states that public participation shall be mandatory in the
county planning process. Pursuant to these statutory provisions, the County
Government of Kwale will conduct public participation fora from 11™ to 15%
August 2025 to gather views, proposals and other inputs for consideration in the
County Annual Development Plan FY 2026/2027. Thereafter, the County
Government of Kwale will hold a one-day meeting to validate and prioritize the
inputs and proposals from the wards on 20" August 2025 at the Kenya School of
Government, Matuga. The department of Finance and Economic Planning through
the Economic Planning Division will make report of the inputs from the public
participation and present to technical departments to analyze and prepare drafts
CADP. Draft CADPs should reach the office of the County Executive Committee
responsible for economic planning on 25" August 2025. Annex Il shows the
template for the structure of County Annual Development Plan. Departments

and agencies MUST prepare their drafts in this format.
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V. Preparation of the County Budget Review and Outlook Paper (C-BROP)
2025 for budget implementation FY 2024/2025

17. The preparation of the County Budget Review and Outlook Paper(C-BROP) is
guided by section 118 of the Public Finance Management Act, 2012. The paper is
historical, current and forward looking. This document gives the county actual fiscal
performance for the previous financial year, update on economic and financial
forecasts, funding priorities for the coming financial year and indicative available

resources and provisional departmental expenditure ceilings.

18 . The 2025 C-BROP will be prepared in time having completed the expenditure
review and ascertained the projects status. This will be made possible following the
preparation of the FY 2024/2025 quarterly budget implementation reports which are
submitted to the office of the Controller of Budget by the County Treasury. In
addition review of programmes and projects implementation information which is
included in the County Annual Development Plan FY 2026/2027 will be useful in
the preparation of the CBROP 2025.Therefore the mentioned reviews including the
mid- term review of the CIDP 2023-2027 reports will be instrumental in preparation
of the CBROP 2025.The paper will illustrate the fiscal performance for the FY
2024/2025 , updates on economic and financial forecasts for FY 2026/2027 and
estimates of available resources and indicative expenditure ceilings for departments.
It is expected that the draft C-BROP 2024 will be submitted to the County Executive
Committee on 30™"'September, 2025 for approval and later to the County Assembly
on 15" October, 2025.

V1. Preparation of the County Fiscal Strategy Paper- CFSP 2026

19. Section 117 of the Public Finance Management Act 2012 provides for the
preparation of the County Fiscal Strategy Paper (CFSP). The PFM law requires the
County Treasury to prepare and submit the County Fiscal Strategy Paper (CFSP) to
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the County Executive Committee for approval. Then the approved County Fiscal
Strategy Paper to be submitted to the County Assembly by 28™"February. County
Treasury shall prepare the County Fiscal Strategy Paper 2025 and submit to the
County Executive Committee on 23" February, 2026. The approved 2026 CFSP
shall be submitted to the County Assembly by 27""February, 2026.

20. Section 117 of the PFM Act 2012 requires the County Treasury to link the
County Fiscal Strategy Paper to the National Budget Policy Statement which
espouses the national development priorities and strategies. As a County Treasury
we shall endeavor to abide by this. The section also requires the County Treasury to
consider the views and recommendations of various institutions including the
Commission on Revenue Allocation CRA, the National Treasury, the County
Budget and Economic Forum and other interested groups when preparing the CFSP.
In this vein, the County Treasury will conduct public participation between 9" and
14™ February 2026 to collect views from different stakeholders for consideration
in the 2026 CFSP.

V1. Performance- Programme Based Budget (PBB) FY 2026/2027 Preparation

21. Section 12 of the Second Schedule of the Public Finance Management Act
(PFMA) 2012 requires budgets to be prepared and submitted in programme-based
format. Therefore, the budget to be submitted to the County Assembly shall continue
to be Programme Based. The standard format for the preparation and

presentation of the Programme Based Budgets is as indicated in Annex I11.

22. Budgets from departments/sectors MUST have programmes with clear and smart
objectives, and linked to outputs, performance indicators and targets. The
programmes MUST be linked to those in the Third Generation CIDP 2023-2027.
The planned programmes and priorities together with their expenditure ceilings will
be firmed up during the approval of the County Fiscal Strategy Paper

2026.Indicative programmes for each department are given in Annex V.
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23.Monitoring and evaluation of programmes will be easier when programme
performance indicators and targets set are Specific, Measurable, Achievable,
Realistic, and Time- bound (SMART). Performance indicators are key in tracking
progress in implementation of the programmes. Departments are thus encouraged to
set targets that they can reasonably influence their achievement. Each programme
should be confined within a single department and all functions should fall within
programmes. Service delivery units with no clear outputs, key performance

indicators and targets will NOT be considered for funding.

24. Accounting Officers should ensure that in designing programmes, each and
every function or activity undertaken by the department is included in relevant

programmes. In particular, care should be taken to ensure that:-

(i) There are no crosscutting activities or functions which are not assigned to

respective programmes;

(if) Each programme has a distinctive name that reflects the overall objective of
a programme; and

(iii) There is no duplication of programme names used by other departments.
25. In cases where departments have more than one programme, an additional
programme should be created to cater for management and administration overhead
costs which cannot be attributed to only one programme. Such a programme should
be confined to common services such as general administration, financial services,
accounting, internal audit, procurement, planning services, human resource

management and ICT services which are not programme-specific.

26. In preparing the narrative justification portion of the programme budget (context
for budget intervention), departments are required to include a description of the
main services (outputs) provided by the programme, a statement of the programme's
overarching objective, a brief discussion of cumulative programme achievements

over the previous MTEF period, and a brief description of the achievements
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expected in the next year. A description of important issues, concerns, and summary

of implementation plans should also be included.
VII. Prioritization and Allocation of Resources

27. The National Planning Framework offers a guide in the prioritization and
allocation of resources. This guide enumerates a number of parameters which
informs the criteria the County Government has been using in the past budgets. The

following criteria will serve as a guide for allocating resources in the FY 2026/2027:

I. Linkage of the programme with the Objectives of fourth Medium Term
Plan(MTP 1V) of Vision 2030 for the period 2023 — 2027,
Ii. Linkage to the Third Generation Integrated Development Plan flagship
projects/interventions;
ii.  Degree to which a programme addresses core poverty interventions;
iv. Degree to which the programme is addressing the core mandate of the
department;
v. Expected outputs and outcomes from a programme;
vi.  Linkage of a programme with other Programmes;
vii.  Cost effectiveness and sustainability of the programme; and
viii. Immediate response to the requirements and furtherance of the
implementation of the Constitution.

25. Based on the broad guidelines, each sector is expected to develop and document
the criteria for resource allocation. Further, Sector Working Groups (SWGs) shall

undertake a prioritization exercise which must address the following:

I. The SWGs should thoroughly analyze the base line expenditure and remove
all the one-off expenditure for the previous years;

ii.  The SWGs should identify the programmes/projects that are of low priority in
order to realize savings which should be directed to high priority programmes
that promote social-economic development;

lii.  The SWGs are required to introduce mechanism of efficiency savings in their
budgets through reducing operating costs and non-service delivery activities;

Iv. The SWGs are expected to provide a detailed explanation for the rescheduling
of projects which should include savings and financial implications of
rescheduling projects and activities. Sector working group reports should
be prepared using the format given in Annex IV.
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VI1I1. Operationalization of the Sector Working Groups (SWGs)

28. Sectors working groups should identify the critical stakeholders in the respective
sector and engage them in programme prioritization. Sectors should also ensure that
through the County Budget and Economic Forum they invite the participation of one
or two representatives of civil society groups, donors, development partners etc.
Stakeholder participation and consultation should be documented for reference
purposes. Further Sector Working Group should ensure that the County Executive
Committee members in the sector are briefed and that they collectively approve the

sector budget proposal before it is submitted to The County Treasury.

29. Accounting Officers are reminded that the Sector Working Groups are the only
recognized avenues for bidding of resources. The County Treasury will not entertain
requests for funding outside the Sector Working Group process. Departments are
therefore required to fully participate in the relevant Sector and bid for resources

within the available ceilings.

30. The MTEF Budget will be formulated and prepared through the sectors which
have been organized in line with the new structure of government and also according
to Classification of the Functions of Government (COFOG). The functions of

Government have been mapped into ten sectors, namely:

I.  Agriculture, Rural and Urban Development (ARUD)
ii.  Energy, Infrastructure and ICT
iii.  General Economic, and Commercial Affairs Sector
iv. Health
v. Education
vi. Governance, Justice, Law & Order (GJLOS)
vii.  Public Administration & International Relations
viii.  National Security
iX.  Social Protection, Culture and Recreation Sector
X.  Environmental Protection, Water and Natural Resources Sector
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31. For the purpose of effective county development planning and keeping in line
with the current County Government of Kwale organisation structure, the sectors
shall be seven. In this respect, departments in the county will be categorized into the

following sectors:

I. Agriculture, Rural and Urban Development (ARUD) comprising of the
department of Agriculture, Livestock and Fisheries and the department of
Environment and Natural Resources

ii. General Economic and Commercial Affairs Sector consists of the
department of Tourism, Trade and Enterprise Development.

ii.  Health Sector represented by the department of Medical and Public Health
Services -Rehabilitative and Curative and Preventive and Promotive Health
Services respectively

iv. Education represented by the department of Education.

v. Public Administration & International Relations is the largest sector
comprising of the Executive Services, Public Service and Administration, the
County Treasury, the County Assembly and the County Public Service Board.

vi.  Social Protection, Culture and Recreation Sector which is represented by
the department of Community development, Culture and Talent Management

vii.  Water Services Sector

viii. Roads and Public Works Sector

32. SWGs shall be responsible for formulating sector budget proposals and

developing sectoral policies. SWGs shall comprise the following:

I. Chairperson — One Accounting Officer chosen by consensus by other

Accounting Officers within the Sector
ii. Sector Convener — Appointed by the County Treasury

1. Technical Working Group — Appointed by the Sector Working Group;
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Vi.

33

A SWG Secretariat — Appointed by the individual Accounting Officers to assist

the Chairperson in coordinating the activities of the SWG;
Representatives from Development Partners;

Representatives from the public in line with article 201 of the constitution and

the requirements for public participation

. SWGs are expected to ensure that proposed programmes and projects are in line

with the objectives of County Integrated Development Plan 2023-2027. Specifically,

the terms of reference for SWGs will be to:

Vi.

Vil.

viii.

Review all the programme performance for the sector objectives and use the
findings to guide resource allocation;

Identify the Sector policy, legal and institutional reforms required,;

Identify all policies, programmes and projects proposed for implementation
over the medium term

Analyze cost implications of the proposed programmes, projects and policies
for the MTEF period,;

Prioritize Sector Programmes and allocate resources appropriately in
accordance with an agreed criteria and justification for the prioritization;

Identify programmes and projects to be funded under Public Private
Partnerships (PPPs) ; and

Coordinate activities leading to the development of sector reports and
indicative Sector Budget proposals.

Prepare a separate list of due /completed projects should be appended to the
Sector Budget Proposals.

I X. Estimates for the MTEF Budget FY 2026/2027

34.

As usual the budget format has recurrent and development expenditure and the

budget is prepared in medium term expenditure framework. The Programme Based

Budget include the current financial year as the base year, the coming financial year

and two outer years. The financial year budget 2026/2027, will thus include FY
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2025/2026 as base year, the FY 2026 /2027 and projections for two outer years
2027/2028 and 2028/2029. Sectors Working Groups have in the past paid least
attention to the outer years of the MTEF Period even when the ceilings for the period
have been provided. Sectors are requested to reflect the budget proposal for the
outer years and ensure they are within the ceilings provided, since this will form the
base for the subsequent MTEF budget. An inflationary adjustment of not more than
5 percent from the FY 2025/2026 budget should be used to work the ceiling for the
2026/2027 MTEF budget and same for the outer years. However, the indicative
ceilings will be provided in the C- BROP 2025 and firmed up in the February 2026
CFSP.

Recurrent Expenditure

35. Current expenditure is essential in the implementation of the capital projects,
Sector Working Groups should while allocating resources for capital projects, ensure
that the critical supporting current expenditure is provided. The following guideline

should be followed while allocating current expenditure:

I.  Personnel emoluments; it is Government policy to contain and manage the
public wage bill. In view of this, Sector Working Groups should not allocate
resources for new recruitment and upgrading unless there is prior approval
for funding from The County Treasury. Sector Working Groups should
however provide resources for the normal wage drift. Allocation for
personnel emolument must be supported by IPPD for last financial year, and

those for the current financial.

ii. Utilities and Other mandatory obligations; Sector Working Groups
should ensure that priority is given to these spending needs. Each allocation
should be supported by service provision agreements, demand notes, and

documentary evidence of past trend.
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Development Expenditure (Capital Projects and Commitments)
36. Completion of the on-going projects and programmes must be accorded priority.
In this regard, capital expenditure must be applied towards the funding of on-going
projects and programmes that are near completion and have undergone due process.
Priority shall be given to undertaking of projects for which commitments have been
made. Reference should be made to the projects captured in the e-procurement and
the list submitted to the County Treasury to establish validity of on-going projects

before funding is allocated to such projects.

D. PREPARATION OF DRAFT FY2026/2027 BUDGET ESTIMATES AND
PUBLIC PARTICIPATION

37. Sector Chairpersons are requested to ensure that all activities of Sector Working
Groups are completed on scheduled timelines, including the drafting of the Sector
Budget Proposals. The proposals should be ready for submission to the County
Treasury not later than 6™ April, 2026 in line with the format indicated in Annex
I11. The County Treasury will consolidate and come up with a draft County Budget
Estimates FY 2026/2027. This draft will then be subjected to public participation
between 13" and 17" April 2026.The Budget and Economic Planning Division will
then prepare a report of the views and submit them to the County Executive

Committee for consideration.

38. Deliberations of the budget estimates will be undertaken by the County
Executive Committee and will take effect between 27" and 29™ April 2026.
Departments will defend their budgets and put their cases forward for any
amendment to their priorities and expenditure ceilings. Any amendment(s) approved
by the County Executive Committee will be incorporated to the proposed Budget
Estimates accordingly and submitted for adoption. County Treasury will prepare the
final draft in the prescribed format as in the law. County Executive Committee
Member for Finance will then submit the approved Budget Estimates to the County
Assembly on the 30" of April 2026.
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E. BUDGET CALENDAR FOR FY 2026/2027

39. The attached budget calendar outlines the timelines for the budget process in
accordance with the requirements of the Public Finance Management Act 2012.
Accounting Officers are required to strictly adhere to the timelines provided in order
to ensure timely preparation, submission and approval of the budget. The Budget
calendar for FY 2026/2027 is provided in Annex 1.

F. CONCLUSION

40. Finally, Accounting Officers are required to ensure strict adherence to these
guidelines and to bring the contents of this Circular to the attention of all Officers

working under them, including the Heads of Divisions.

\()DMW , 5

HON. BAKARI HASSAN SEBE
CEC MEMBER FINANCE AND ECONOMIC PLANNING
Copy to:  H.E. Governor

County Government of Kwale

H.E. Deputy Governor
County Government of Kwale

County Secretary and Head of County Public Service
County Government of Kwale

The Speaker to the Assembly
Kwale County Assembly
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ANNEX I: KWALE COUNTY BUDGET CALENDAR FOR THE FINANCIAL YEAR 2026/2027

No | Activity Responsibility Deadline
1 | Develop and issue MTEF Guidelines County Treasury 5-Aug-25
2 | Launch of Sector Working Groups County Treasury 5-Aug-25
3 | Performance Review and Strategic Planning Departments 15-Aug-25
3.1 | Review and update of Strategic Plans . )
3.2 | Review of programme outputs and outcomes . )
3.3 | Expenditure Review . )
3.4 | Progress Report on 2024 /2025 Budget Implementation ” »
4 | Preparation of County Annual Development Plan( CADP) FY 2026/2027
4.1 | Public participation for the County Annual Development Plan FY 2026-27 County Treasury 11-15Aug-25
4.2 | Validation and Prioritization of stakeholders and citizens inputs County Treasury 20 -Aug -25
4.3 | Departments submit drafts CADP Report to County Treasury Departments 25-Aug-25
4.4 | Submit Consolidated CADP FY2026/2027 to County Executive Committee County Treasury 28-Aug-25
4.5 | Submit CADP FY2026/2027 to County Assembly County Treasury 1-Sep-25
5 | Preparation of County Budget Review and Outlook Paper(C-BROP), 2025
5.1 | Review of Sector Performance Review Reports County Treasury 5-Sep-25
5.2 | Draft C- BROP County Treasury 18-Sep-25
5.3 | Submit C-BROP to County Executive Committee for approval County Treasury 30-Sep-25
5.4 | Submit C-BROP to County Assembly County Treasury 15-Oct-25
6 | Mid-term review of the 2023-2027 County Integrated Development Plan
6.1 | Finalize mid- term review of 2023-2027 CIDP County Treasury 25- Oct- 25
6.2 | Submit to the County Executive Committee County Treasury 27- Oct-25
6.3 | Submit to the County Assembly County Treasury 15-Nov-25
7 | Preparation of 2023 County Fiscal Strategy Paper (C-FSP) 2026
7.1 | Draft CFSP 2026 County Treasury 5-Jan-26
7.2 | Convene Public hearings on the CFSP FY 2026/2027 County Treasury 9-14-Feb-26
7.3 | Review and Consolidation of views on the Draft CFSP FY 2026/2027 County Treasury 20-Feb-26
7.4 | Submission of Proposed CFSP to County Executive Committee for approval County Treasury 23-Feb-26
7.5 | Submission of Approved CFSP FY 2023/2024 to County Assembly County Treasury 27-Feb-26
8 | Preparation and approval of Budget Estimates for FY 2026/2027
8.1 | Issue Final Guidelines on preparation of the Budget County Treasury 20-Mar-26
8.2 | Submission of Budget proposals to the County Treasury Departments 3-Apr-26
8.3 | Draft Budget Estimates for FY 2026/2027 County Treasury 10-Apr-26
8.4 | Convene Public Hearings on the Draft Budget Estimates FY 2026/2027 County Treasury 17-Apr-26
8.5 | Submission of Draft Budget Estimates to County Executive Committee County Treasury 24-Apr-26
8.6 | Convene a County Executive Committee to approve the Draft Budget 2026/27 County Treasury 28-Apr-26
8.7 | Submission of Budget Estimates to the County Assembly County Treasury 30-Apr-26
9 | Approval of County Budget Estimates for FY 2026/2027
9.1 | Discussion of Budget Estimates by Assembly Committees County Assembly 6-31May-26
9.2 | Budget and Appropriations Committee convene Public Hearings Budget Committee 15-19]June-26
9.3 | Consensus building on the Budget Estimates by the County Assembly County Assembly 25-June-26
9.4 | Submission of Report of the County Assembly Resolutions and Adoption Budget Committee 29-June-26
9.5 | Approval of Budget Estimates FY 2026/2027 and Appropriation Bill, 2026 County Assembly 30-June-26
County
10 | Budget Statement and assent to the Appropriation Bill by the Governor Secretary/Attorney 30-June-26
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ANNEX I1: Annual Development Plan Template
Department:

1.0 Introduction:

1.1 Vision:

1.2 Mission:

1.3 Strategic Objectives:

1.4 Key Achievements in the previous financial year ADP FY 2024/2025
2.0 Review of previous CADP FY 2024/2025

2.1 Status of Development / Capital projects.

The table below shows the status of development projects implemented in the previous Annual

Development Plan FY 2024-2025.

Project Project Output Status Estimated Contract Source of
Name Location Cost Sum Funds
2.2 Sector Challenges
2.3 Lessons Learnt and Recommendations
3.0 Development Priority Programmes & Projects for financial year 2026/2027
3.1 Programmes and Projects
Table xxx: Development Projects for FY 2026-2027
Programme:
Project Name | Estimated Time Frame Target Implementing Source of
& Location Cost Agency Funds
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ANNEX 111: FORMAT FOR PRESENTATION OF PROGRAMME-PERFORMANCE
BASED BUDGETS (PBB)

Vote No. : Vote Title

Part A: Mission

Part B: Vision

Part C:. Strategic Objectives

(List all the programmes and their strategic objectives. Please note that each programme must
have only one strategic objective/outcome which must be linked with County Integrated
Development Plan 2023-2027).

Part D: Context for Budget Intervention

This section is supposed to be a review of MTEF period 2024/2025 and should briefly discuss the
following

expenditure trends;

Major achievements for the period;

Constraints and challenges in budget implementation and how they are being addressed;
and

Major services/outputs to be provided in MTEF period 2026/2027 (the context within
which the budget is required)
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Part E: Summary of Expenditure by Programmes, 2025/2026-2026/2027(Ksh.)

Programme Baseline Estimates Estimates Projected Estimates
2025/2026 2026/2027 2027/2028 2028/2029
Programme 1: (State the name of the programme here)*
Sub Programme (SP)
SP1.1
SP1.2.

..N
Total Expenditure of Programme 1
Programme 2: (State the name of the programme here)

Baseline Estimates Estimates Projected Estimates
2025/2026 2026/2027 2027/2028 2028/2029
SP2.1
SP 2. 2.
..N
Total Expenditure of Programme 2
Total Expenditure of Vote -------
Part F. Summary of Expenditure by Vote and Economic Classification? (Ksh.)
Expenditure Classification Baseline Estimates Estimates Projected Estimates

Current Expenditure

Compensation to Employees

Use of goods and services

Current Transfers Govt. Agencies

Other Recurrent

Capital Expenditure

Acquisition of Non-Financial Assets
Capital Transfers to Government Agencies
Other Development

Total Expenditure of Vote ......

INB. Repeat as shown in the Table under section “E” above for all Programmes. Provide total expenditure for each
programme and their summation must equal the total expenditure of the vote.

2 The total current expenditure and capital expenditure must be equal the total expenditure vote given in tables E, F, & G.
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Part G.

Summary of Expenditure by Programme, Sub-Programme and Economic Classification (Ksh. )

Expenditure Classification

Baseline
Estimates
2025/2026

Estimates
2026/2026

Projected Estimates

2027/2028

2028/2029

Programme 1: (State the name of the programme here)

Current Expenditure

Compensation to Employees

Use of goods and services

Current Transfers Govt. Agencies

Other Recurrent

Capital Expenditure

Acquisition of Non-Financial Assets

Capital Transfers to Govt. Agencies

Other Development

Total Expenditure

Sub-Programme 1: (State the name of the Sub-Programme here)

Current Expenditure

Compensation to Employees

Use of goods and services

Current Transfers Govt. Agencies

Other Recurrent

Capital Expenditure

Acquisition of Non-Financial Assets

Capital Transfers to Govt. Agencies

Other Development

Total Expenditure

* Repeat as above in cases where a Department has more than one programme and/or sub-programmes

Part H: Details of Staff Establishment by Organization Structure (Delivery Units)
Delivery Staff Details Staff Establishment In FY Expenditure Estimates
Unit 2025/2026
Position Job Authorized In Position Actual 2025/2026 2026/2027 2027/2028
2024/2025
Title Group
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Part I:

Summary of the Programme Outputs, Performance Indicators and Targets for FY
2022/2023-2025/2026

Programme | Delivery | Key Key Target Target Target Target
Unit Outputs | Performance (Baseline) 2023/2024 | 2024/2025 | 2025/2026
Indicators 2022/2023
Name of Programme
Outcome:
SP1.1
SP.2
..etc
Part J: Ccapital Projects FY 2026/2027
Estimated Source of Time Implementing
Project Name Cost Funds Frame Target | Agency
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ANNEX IV: SECTOR WORKING GROUP REPORT FORMAT
TABLE OF CONTENTS

(Please ensure that Headings and Subheadings are identical to those in the report)

8 Chapters 1 — 5 should form the main body of the report and should be divided into
logical sections and subsections, using appropriate headings and numbering. Its
purpose is to explain the conclusions and to justify the recommendations

EXECUTIVE SUMMARY

(Restate conclusions for each section and summarize findings and recommendations
under this section)

CHAPTER ONE:

1. INTRODUCTION
1.1.Background
1.2.Sector Vision and Mission
1.3.Strategic goals/Objectives of the Sector
1.4.Sub—Sectors and their Mandates
1.5.Autonomous and Semi-Autonomous Government Agencies
1.6.Role of Sector Stakeholders

(The introduction should briefly describe context; identify general subject; describe
the problem or issue to be reported on; define the specific objective for the report;
outline the scope of the report; and comment on any limitations of the report)
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CHAPTER TWO

2. PERFORMANCE EXPENDITURE REVIEW FY 2024/2025
2.1.Performance of sector Programmes — delivery of outputs
2.2.Review of Key indicators of Sector Performance
2.3.Expenditure Analysis

2.3.1. Analysis of programme expenditure
2.3.2. Analysis of programme expenditure by economic classification
2.3.3. Analysis of capital projects by Programmes
2.4.Review of Pending Bills
2.4.1. Recurrent Pending Bills
2.4.2. Development Pending Bills
CHAPTER THREE

3. MEDIUM TERM PRIORITIES AND FINANCIAL PLAN FOR THE
MTEF PERIOD 2026/2027-2028/2029

3.1.Prioritization of Programmes and Sub-Programmes
3.1.1. Programmes and their Objectives

3.1.2. Programmes, Sub-Programmes, Expected Outcomes, Outputs, and Key
Performance Indicators for the Sector

3.1.3. Programmes by Order of Ranking
3.2.Analysis of Resource Requirement versus allocation by:
3.2.1. Sector (recurrent and development)
3.2.2. Sub-Sectors (recurrent and development)
3.2.3. Programmes and Sub-programmes
3.2.4. Semi-Autonomous Government Agencies
3.2.5. Economic classification

3.2.6. Resource Allocation criteria
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CHAPTER FOUR

4. CROSS-SECTOR LINKAGES AND EMERGING ISSUES /CHALLENGES
CHAPTER FIVE

5. CONCLUSION

This section should summarize the key findings of the report, as outlined in the discussion under the
chapters 1-5 of the report. The Conclusions should relate specifically to the report’s objectives (as
set out in the introduction); identify the major issues; be arranged in order of importance; be
specific, and to the point; and be a list of numbered points

CHAPTER SIX
6. RECOMMENDATIONS

This section should outline future actions. The Recommendations should be action orientated, and
feasible; Relate logically to the Conclusions; be arranged in order of importance; and be to the
point

REFERENCES

This section should list the sources referred to in the report

APPENDICES

Appendices should contain information that is too complex to include in the report. You need to
direct readers to this information, as in “Appendix A provides an overview of the Budget of
Department X.
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ANNEX V: PROPOSED PROGRAMMES FOR THE DEPARTMENTS FY

2026/2027

VOTE CODE TITLE

PROGRAMME CODE AND TITLE

3061000000 FINANCE & ECONOMIC
PLANNING

0703003060 P3: ECONOMIC AND FINANCIAL POLICY FORMULATION AND
MANAGEMENT

0704003060 P4: GENERAL ADMINISTRATION AND SUPPORT SERVICES

0710003060 P10 RESOURCE MOBILIZATION AND MANAGEMENT

0711003060 P11 PUBLIC FINANCE MANAGEMENT

3062 AGRICULTURE,LIVESTOCK &
FISHERIES

0107003060 P7 CROP DEVELOPMENT AND MANAGEMENT

0108003060 P8 LIVESTOCK DEVELOPMENT AND MANAGEMENT

0109003060 P9 FISHERIES DEVELOPMENT

3063000000LANDS,PHYSICAL
PLANNING& NATURAL RESOURCES

0102003060 P2:GENERAL ADMINISTRATION,PLANNING AND SUPPORT
SERVICES

0104003060 P4: PHYSICAL PLANNING

0105003060 P5: LAND USE PLANNING AND MANAGEMENT

0106003060 P6: FOREST DEVELOPMENT AND ENVIRONMENTAL
MANAGEMENT

3064000000 HEALTH SERVICES

0402003060 P2: CURATIVE HEALTH CARE SERVICES

0403003060 P3: GENERAL ADMINISTRATION HEALTH RESEARCH AND
PLANNING

0405003060 P5 MSAMBWENI HOSPITAL

0406003060 P6 KINANGO HOSPITAL

0407003060 P7 KWALE HOSPITAL

0409003060 P9 SAMBURU HOSPITAL

0410003060 P10 LUNGA LUNGA HOSPITAL

3065000000 COUNTY ASSEMBLY

0704003060 P4: GENERAL ADMINISTRATION AND SUPPORT SERVICES

0705003060 P5:LEGISLATION OVERSIGHT AND REPRESENTATION

3066000000 TRADE AND CO-OPERATIVE
DEVELOPMENT

0301003060 P1: TRADE DEVELOPMENT SERVICES

0302003060 P2: COOPERATIVES DEVELOPMENT AND MANAGEMENT

0305003060 P5 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES

0306003060 P6 MARKET INFRASTRUCTURE DEVELOPMENT

0307003060 P7 INVESTMENT PROMOTION AND DEVELOPMENT

3067000000 COMMUNITY DEVELOPMENT,
CULTURE AND TALENT MANAGEMENT

0903003060 P3: COMMUNITY DEVELOPMENT AND SOCIAL SERVICES

0904003060 P4: CULTURE AND HERITAGE

0905003060 P5: SPORTS ARTS AND TALENT PROMOTION

0906003060 P6 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES

3068000000 COUNTY EXECUTIVE
SERVICES

0702003060 P2: COORDINATION AND SUPERVISORY SERVICES

0704003060 P4: GENERAL ADMINISTRATION AND SUPPORT SERVICES

0707003060 P7 PUBLIC SECTOR ADVISORY SERVICES

3069000000 EDUCATION, RESEARCH AND
HUMAN RESOURCE DEVELOPMENT

0501003060 P1: EARLY CHILDHOOD DEVELOPMENT EDUCATION

0502003060 P2 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES

0503003060 P3 YOUTH TRAINING AND DEVELOPMENT

0504003060 P4 SCHOLARSHIP AND BURSARY

3070000000 WATER SERVICES

1001003060 P1 DEVELOPMENT OF WATER SUPPLY SYSTEMS

1002003060 P2 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES
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3071000000INFTRUSTRACTURE &
PUBLIC WORKS

0202003060 P2 INFRASTRUCTURE AND PUBLIC WORKS

0203003060 P3 COUNTY ELECTRIFICATION

0305003060 P5 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES

3072000000 TOURISM AND ICT

0304003060 P4: TOURISM PROMOTION AND DEVELOPMENT

0305003060 P5 GENERAL ADMINISTRATION PLANNING AND SUPPORT
SERVICES

0308003060 P8 ICT INFRASTRUCTURAL DEVELOPMENT

3073000000 COUNTY PUBLIC SERVICE
BOARD

0706003060 P6: HUMAN RESOURCES ADMINISTRATION PLANNING AND
DEVELOPMENT

3074000000 PUBLIC SERVICE AND
ADMINISTRATION

0704003060 P4: GENERAL ADMINISTRATION AND SUPPORT SERVICES

0708003060 P8 COORDINATION OF COUNTY POLICY FORMULATION

0713003060 P13 COMPLIANCE AND ENFORCEMENT

0714003060 P14 HUMAN RESOURCE MANAGEMENT

0102003060 P2:GENERAL ADMINISTRATION,PLANNING AND SUPPORT
SERVICES

0111003060 P11 KWALE MUNICIPALITY

3076000000 MUNICIPALITY OF DIANI

0102003060 P2:GENERAL ADMINISTRATION,PLANNING AND SUPPORT
SERVICES

0112003060 P12 DIANI MUNICIPALITY

3077000000 COUNTY ATTORNEY

0704003060 P4: GENERAL ADMINISTRATION AND SUPPORT SERVICES

3078000000LUNGALUNGA
MUNICIPALITY

0102003060 P2:GENERAL ADMINISTRATION,PLANNING AND SUPPORT
SERVICES

0104003060 P4: PHYSICAL PLANNING

3079000000 KINANGO MUNICIPALITY

0102003060 P2:GENERAL ADMINISTRATION,PLANNING AND SUPPORT
SERVICES

0104003060 P4: PHYSICAL PLANNING

3080000000 PREVENTIVE HEALTH
SERVICES

0401003060 P1: PREVENTIVE AND PROMOTIVE HEALTH CARE SERVICES

0408003060 P8 TIWI RURAL HEALTH FACILITY

0412003060 P12 RURAL HEALTH FACILITIES

0413003060 P13 DIANI HEALTH CENTRE
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