‘CPAK
 Uphold Public loterest

FUNDING COUNTY DEVELOPMENT,

Recurrent Vs Development Expenditure

Presentation by:

James Katule

Director Fiscal Affairs, CRA
Thursday, 12t April 2018




The Outline x CPAK

Uphold Public Interest

J The Mandate of CRA
J Legal basis for Public Financial Management

 Principles of Fiscal Responsibility
» National Government

» County Governments
d Data - Recurrent Vs Development expenditure
J County Own Sources Revenue
J Changing the narrative
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Mandate of CRA (A216) XCPAK

Uphold Public Interest

» Revenue Sharing (Vertical and Horizontal Sharing)

» Financing of, and Financial Management by, County
Governments

» Revenue Enhancement (To define and enhance
revenue sources at national and county governments)

» Fiscal Responsibility (To encourage fiscal
responsibility)

» Marginalization (Determine, Publish and regularly
review the policy




Division of Revenue - 2018/19 XCPAK
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Kshs Billion Percentage

Equitable Share 3140 33.6%
National Government Grants 17.]
Fuel Maintenance Levy Fund 3.5
Loans and Grants 332
3T 39.8%




Principles of FR - National

[ CPAK

Uphold Public Interest

Government

To be applied / enforced by the National Treasury -
PFMA (2012) Section 15

» 30% of budget to be allocated to development in the
Medium term.

» Wage bill to be within a ceiling set in the regulations
» Borrowing should be for development expenditure
» Public debt maintained at a sustainable level

» Prudent management of fiscal risk

» Predictability of taxes
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Principles of FR - County

[ CPAK

Uphold Public Interest

Governments

To be applied / enforced by the County Treasury -
PFMA (2012) Section 107

» 30% of budget to be allocated to development in the
Medium term.

» Wage bill to be within a ceiling set in the regulations
» Borrowing should be for development expenditure
» Public debt maintained at a sustainable level

» Prudent management of fiscal risk

» Predictability of taxes
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Budget vs Actual Expenditure I
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BUDGET - Billion

2013/14

2014/15

2015/16

2016/17

2017/18

REC

161
62%
181
56%
209
57%
240
60%
240

100
38%
145
44%
159
43%
158
40%
135

ACTUAL - Billion

261

326

368

398

375

DEV  TOTAL REC

133
78%
168
65%
192
65%
216
68%

DEV

37
22%
90
35%
103
35%
103
32%

CPAK
ABSORPTION RATE
TOTAL REC
170 383% 37%
258 93% 62%
295 92%  65%
319 90% 65%
0



Budget vs Actual Expenditure J CPAK

Uphold Public Interest

2013/2014 FINANCIAL YEAR

I L

RECURRENT DEVELOPMENT RECURRENT DEVELOPMENT
BUDGET BUDGET EXPENDITURE EXPENDITURE




Budget vs Actual Expenditure

CPAK

Uphold Public Interest

I

2014/2015 FINANCIAL YEAR

168
145
20

RECURRENT DEVELOPMENT RECURRENT DEVELOPMENT
BUDGET BUDGET EXPENDITURE EXPENDITURE




Budget vs Actual Expenditure J CPAK

Uphold Public Interest

2015/2016 FINANCIAL YEAR

{1

RECURRENT DEVELOPMENT RECURRENT DEVELOPMENT
BUDGET BUDGET EXPENDITURE EXPENDITURE




Budget vs Actual Expenditure J CPAK

Uphold Public Interest

2016/2017 FINANCIAL MANAGEMENT

RECURRENT DEVELOPMENT RECURRENT DEVELOPMENT
BUDGET BUDGET EXPENDITURE EXPENDITURE




Compliance with 30% Rule ] CPAK

YEAR COMPLIANT COUNTIES
2013/14 9
2014/15 31
2015/16 30
2016/17 4]
Medium Term 44
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The Wage Bill Challenge x CPAK

Uphold Public Interest

33% 50% 40%

2014/15 2015/16 2016/17
B Wages Other expenditures



Own Source Revenue ICPAK

Uphold Public Interest

34 B 36B 33B

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

20B




Other sources of

development funding I CPAK

Counties could also fund their development
programmes through any of the following

» Increase in Own Sources Revenue
» Grants from National Government
» Grants from development partners
» Borrowing
» Bilateral and Multilateral lenders
» Capital Market instruments
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Can we help change this
Narrative???
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Commission On Revenue Allocation
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