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Disclaimer: This guide is not meant to replace the structure of the County Fiscal Strategy Paper but rather to enhance and 

improve the quality and depth of information included in the document. Always refer to the legal requirements outlined in the 

Public Finance Management (PFM) Act 2012 and its accompanying regulations 2015. Counties are encouraged to innovate and 

explore the best practices within the framework provided.  
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Introduction 

 

According to the Public Finance Management (PFM) Act of 2012 117 (1), the County Treasury shall 

prepare the County Fiscal Strategy Paper (CFSP) and table it in the County Assembly by the 28th of 

February. Once the County Assembly adopts the County Fiscal Strategy Paper, it sets the total size of 

the budget for the coming year, including the total size of the resource envelope. Besides, it is the 

budget document where the broad county priorities for the county for the year are firmed up.  

 

The County Fiscal Strategy Paper outlines the following key elements: 

1. Budget implementation (performance) overview for the first half of the year (July – December). 

The CFSP is released when the county has already implemented its current budget for the first 

half of the financial year. Therefore, it should include a detailed section that provides a 

description of budget implementation for the first half of the financial year, including revenue 

and expenditure performance.  

 

2. Budget adjustments in the first half of the year. The County Fiscal Strategy Paper should have 

a description of any budget changes that may have happened during the first half of the year. 

For example, if there was a supplementary budget, the county should indicate and show the 

budget changes while justifying the need for such.  

 

3. Coming year priorities. This is another major section in the County Fiscal Strategy paper and 

the county should put forward the main areas of expenditure as a focus in the coming year and 

over the medium term (2 to 3 years) in line with Medium Term Expenditure Framework. This 

allows the public to see the key priority areas for the county government and the justification 

of the budget ceilings that are also set by the CFSP. Additionally, the CFSP strategies or 

priorities should align with the county development priorities as outline in the County Integrated 

Development Plan, Annual Development Plan and national priorities as captured in the Budget 

Policy Statement (that’s why the Budget Policy Statement is released two weeks earlier before 

the CFSP, for that alignment).  

 

4. Sectoral budget ceilings. The County Fiscal Strategy Paper should also include details on budget 

ceilings (or limits) for each sector (such as health, water, agriculture, education etc.) in the 

upcoming budget along with a narrative explaining these allocations. 

 

5. Projected revenue and expenditure for the upcoming year. An overview of the expected 

revenue and expenditure totals for the coming year and at least two outer years, based on an 

assessment of the economy, historical performance, key county priorities and any other factors, 

such as changes in inter-governmental transfers, which will affect the cash flow to counties in 

the coming years. 

 

6. Update on input from public participation. In preparing the County Fiscal Strategy Paper, the 

County Treasury should conduct meaningful public engagement and consult stakeholders to 

gather their views and input. As a result, the CFSP should include a dedicated section that 

identifies the stakeholders involved, highlights the priorities that emerged from the public 

engagement and outlines the decisions made because of public input. 
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Key Elements of the County Fiscal Strategy Paper 

1. Budget implementation overview for July to December 
A CFSP should provide information on budget implementation for at least the first half of the year, 

including both revenue and spending performance. This is crucial for informing projections for the 

upcoming years. Where the county overestimated its revenue or spending capacity, this should inform 

the adjustments for next year’s budget. Since the County Fiscal Strategy Paper is published during the 

preparation stage of the coming year’s budget, it plays a key role in ensuring accurate planning and 

budgeting.  

1.1 Revenue Performance 

The CFSP resource envelope should be presented by categorizing the main revenue streams based on 

the actual revenue received or collected by the county. The County Fiscal Strategy Paper should provide 

explanations for the revenue performance of each stream, with details of why revenue targets were 

either surpassed or unmet during the first half of the current financial year. It should also outline how 

the county plans to reach its planned targets for the second half of the current financial year in.   

 

CFSP should provide information on revenue performance for the first half of the current year of 

implementation. The information should include details on the three sources/categories of revenue: 

equitable share, own source/local revenue, and conditional grants. Best practices recommend that 

counties share revenue performance data from the previous year, enabling the public to compare and 

track progress over time. The sample below from Nakuru shows an example of a presentation on 

historical revenue performance.  

 
Source: Nakuru County Fiscal Strategy Paper 2024 

1.1.1 Own source/local revenue performance 

While it is important to report on major revenue sources, counties should go further by providing 

detailed breakdowns, especially for Own Source Revenue, to ensure transparency and allow for deeper 

public understanding and analysis. The county should report the OSR for the first half of the year and 

indicate the annual target to allow comparison. Similarly, counties may provide previous year 

performance which can allow for deliberation on revenue targets. This is important considering counties 

sometimes set targets that are too ambitious, while some set targets which are overachieved by wide 

margins, and this may contribute to issues of budget revisions.  
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Source: Nakuru County Fiscal Strategy Paper 2024 

1.2 Expenditure Performance (First Half-Year) 

This section should give detailed information on how the county’s departments have implemented the 

budget over the first half of the year. The county should provide information on spending against 

targets down to at least the department/ministry level and preferably to the program level. 

Recommended best practices include providing expenditure performance for the past two years, which 

is also a requirement under PFM regulations.  

 
Source: Nakuru County Fiscal Strategy Paper 2024 

 

2. Budget adjustments in the first half of the year 
Over the last few years, the findings of the County Budget Transparency Survey1 show that that within 

the year, most if not all counties pass at least one Supplementary Budget.2 The CFSP should therefore 

discuss the reasons why the budget needed to be adjusted through a supplementary budget and what 

the expectations are for the rest of the current budget year. The example below from Kakamega shows 

how this is possible.  

 
1 https://internationalbudget.org/publications/progress-and-challenges-in-transparency-of-supplementary-budgets/ 

2 (Although not all may have passed one at the end of the first half of the year). 
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Source: Kakamega County Fiscal Strategy Paper 2024 

 

3. Projected revenue and expenditure for the upcoming year 
The CFSP should provide an overview of the expected revenue and expenditure totals for the coming 

year and at least two outer years. These projections should be based on an assessment of the economy 

and other influencing factors, such as trends in intergovernmental transfers. This will help determine 

the county's projected flow of resources in the coming years. 

 

3.1 Coming Year’s Resource Envelope (Projections) 

 

The County PFM Regulations 2015 27 (1) (a) (i) gives the fiscal framework in the County Fiscal Strategy 

Paper to contain (a) updated forecasts expressed in Kenya shillings for the current budget year and 

three further years and actual results for the previous budget years for the consolidated county 

government budgets for (i) level of budgetary revenues classified by the main categories of revenues, 

this is to support the PFM Act 2012 117 (4). On the revenue side, the information should be provided 

for individual sources of revenue, and not simply all revenues. The CFSP should provide a projection 

on revenue for at least three outer years in line with the Medium-Term Expenditure Framework. This 

information should be provided for the individual revenue sources, including equitable share, local 

revenue, and conditional grants. This snippet from Tharaka Nithi County Fiscal Strategy Paper provides 

proposed estimates for the coming year and at least three-year projected revenue by source.  

 
Source: Tharaka Nithi County Fiscal Strategy Paper, 2024 

 

3.3.1 Own source revenue projections 

http://www.parliament.go.ke/sites/default/files/2017-05/Legal_Notice_No._35_County_Govts_Regu.pdf
http://kenyalaw.org:8181/exist/kenyalex/actview.xql?actid=No.%2018%20of%202012
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Similar to the detailed tables on revenue performance, counties should also provide comprehensive 

information on individual revenue sources. This should include projections for the coming year's 

revenue collections as well as forecasts for at least two additional financial years.

 
Source: Nakuru County Fiscal Strategy Paper 2024 

4. Coming Year’s Priorities and Sector Ceilings 
The County PFM Regulations 2015 32 (1) (e) indicates that the budget ceiling contained in the CFSP 

shall take into account expenditure priorities as set out in county government policies. Further, the PFM 

Act 2012 117 (3)  requires the County Treasury to specify the broad strategic priorities and policy goals 

that guide the county government in preparing its budget for the coming financial year and over the 

medium term when preparing the County Fiscal Strategy Paper. 

4.1 Alignment to the national outlook.  

Additionally, the CFSP strategies or priorities should be aligned with the national priorities as 

captured in the Budget Policy Statement (that’s why the BPS is released earlier than counties for that 

alignment). This typically comprises the key policy priorities of the national government as outlined in 

the Medium-Term Plan, and the economic agenda in place during a given period. These priorities also 

typically inform County Integrated Development plans and Annual Development Plans so there is an 

expect alignment between the priorities in these documents and the CFSP each year.   

The national outlook should also include economic indicators that may directly impact county revenue 

and expenditure projections, such as inflation and interest rates. Besides this, it may relate to 

conditional grants from the national government and donors for specific sectors that should be 

considered during allocations in the county budget documents. Therefore, counties should outline how 

such economic factors could directly affect revenue and expenditure performance in their counties 

rather than just copy and paste what is provided in the Budget Policy Statement. For example, if inflation 

was to increase how that affects the county’s budget execution and how would it mitigate that risk. 

http://www.parliament.go.ke/sites/default/files/2017-05/Legal_Notice_No._35_County_Govts_Regu.pdf
http://kenyalaw.org:8181/exist/kenyalex/actview.xql?actid=No.%2018%20of%202012#part_IV
http://kenyalaw.org:8181/exist/kenyalex/actview.xql?actid=No.%2018%20of%202012#part_IV


 

 

8 

 

 

Source: Kakamega County Fiscal Strategy Paper 2024 

The county should not stop here but further provide detailed comparisons with their peers in the 

regional economic bloc and how they contribute to the national output. 

4.2 Information on priorities.  

The county should put forward the main areas of expenditure that will be the focus in the 

coming year and at least two outer years. This allows the public to see the justification on the 

budget ceilings that are also set by the budget document. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Kakamega County Fiscal Strategy Paper 2024 (various health sections combined) 
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4.3 Sectoral Budget Ceilings.  

In accordance with Kenya's PFM Act 2012, budgets should provide expenditure ceilings for the coming 

year and projections for future years in the medium term, to provide a sense of predictability. The 

County Fiscal Strategy Paper (CFSP) must include these ceilings, which represent the maximum funding 

each sector will receive. It's crucial that the presentation of this information aligns with the sectors or 

ministries outlined in the development plans and budget estimates to ensure transparency regarding 

which ministries are allocated specific resources. 

 

Source: Kwale County CFSP 2024 

5. Adherence to the Fiscal Responsibility Principles Over the 
Medium Term 

The County PFM Regulations 2015 26 (1) (e) & (6) requires that counties should include a statement 

of financial responsibility principles in their fiscal strategy, indicating whether their strategy aligns with 

these principles. This ensures fiscal discipline, transparency, and accountability in managing public 

resources, guiding the county’s budget planning and execution. For instance, the CFSP should give 

details on how the county’s coming year’s projection and in the medium term is in compliance with all 

the conditions provided in the law, some include: 

1. The county government’s recurrent projections shall not exceed the county government’s total 

revenue, 

2. Over the medium term, the county government's development expenditure allocation shall be 

at least thirty percent of the county government’s budget, and  

3. The county government’s expenditure on wages and benefits for its public officers shall not 

http://www.parliament.go.ke/sites/default/files/2017-05/Legal_Notice_No._35_County_Govts_Regu.pdf
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exceed thirty-five percent of the county government’s total revenue. 

 

                        Source: Nakuru County Fiscal Strategy Paper 2024 

 

6. Management of pending bills 
The Public Finance Management (County Governments) 2015 Regulation 41 (2) states that “debt 

service payments shall be a first charge on the County Revenue Fund and the Accounting Officer shall 

ensure this is done to the extent possible so that the County government does not default on debt 

obligations”. In recent years, counties have continued to accumulate pending bills that need to be 

budgeted for and settled through the annual budget process. Pending bills are not only a challenge to 

the suppliers/ contractors but also a threat to the delivery service. The PFM regulations 2015 54 (2) (c) 

requires the accounting officers to report monthly through the financial and non-financial budgetary 

report which includes the pending payments with an age of over ninety days.   

 

Over the years, counties have continued to modestly accrue pending bills. This has come with several 

challenges considering the transitions of governments. For example, a new government may not want 

to take the responsibility of settling pending bills incurred by previous governments. Another challenge 

is to distinguish between eligible and ineligible pending bills. This warrants counties to improve 

transparency in this component and provide full information on pending bills and providing ways in 

which they should settled such pending bills in the Medium Term. The PFM Act requires this as a first 

charge, which may not be practical considering some counties may have higher pending bills that are 

higher than the revenue they received/ collect in a financial year, or where settling pending bills would 

consume a significant portion of the county’s budgeted expenditure.  
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Source: Migori CFSP 2024 

 

Source: Siaya CFSP 2024 

 

It is good practice for counties to explain why they did not settle pending bills in the quarter of the year 

in which they were incurred so as not to have a negative impact on the budget. This is in recognition 

of the extra charges such as interest payments, penalties from court cases and charges and court 

awards that the county may incur if the pending bills are not settled on time. Therefore, disclosing 

information on pending bills is crucial so that County Assemblies can have visibility of pending payments 

as they approved the CFSP and subsequent budgets. In addition, transparency of pending bills to the 

public can help them in making informed decisions about planning and following the progress. For 

example, citizens and oversight bodies can track the settlement of pending bills if the county has 

provided clear details on how they plan to address these bills. 
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7. Section on public participation  
The PFM Act 2012 117 (5) requires the County Treasury to seek and take into account the views of the 

Commission on Revenue Allocation, the public, any interested persons or groups; and any other forum 

that is established by legislation in preparation for the CFSP. In this context, the County Treasury should 

facilitate meaningful public engagement and actively consult all stakeholders to gather their views and 

input.  

 

Key details that should be provided on public participation include: 

• Information on who was involved and the levels at which the public participation 

took place. This information is important for transparency and accountability to the public.  

 

Source: Nakuru County Public Participation Report (County Fiscal Strategy Paper 2024) 

 

• Priorities from the public engagement. Over the years it has been observed that most 

counties place emphasis on the priorities presented by the public. For instance, many counties 

that have made efforts to provide information on public participation just annex the 

memorandum that was submitted by the public. While this is a positive step, it does not 

effectively highlight the key priorities in summary. It is recommended that the county 

synthesize the information and present it in a more structured and concise manner. This could 

also include the publication of a separate public participation report. 

Counties are further supposed to have detailed information on the decisions made because of public 

input. This will enable the public to connect their issues that they submitted with the way forward, 

especially when it comes to implementation. It is also important for the county to be specific when 

some of the priorities that are not taken at that time will be considered. This will motivate the public to 

participate in the process.  

 

http://kenyalaw.org:8181/exist/kenyalex/actview.xql?actid=No.%2018%20of%202012#part_IV
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Source: Nakuru County Public Participation Report (For other good practices, refer to the national 

government Budget Policy Statement) 

 

The County should prioritize input from all stakeholders, including Persons with Disabilities (PWDs) or 

Organizations of Persons with Disabilities, throughout its planning and decision-making processes. This 

should extend beyond public participation; the county should show priorities targeting PWDs and other 

marginalized groups. Specifically, in the public participation section, the County should provide a 

detailed breakdown of the priorities identified by PWDs, explain how these priorities have been 

incorporated into the budget, and demonstrate how they are being addressed to ensure inclusivity and 

responsiveness to the needs of the disability community. 

 

Good practices also suggest that counties publish this information as an annex and publish the public 

participation report which should accompany the document, and this should also be made publicly 

available.  It further has a question that assesses the availability of information on what decisions the 

inputs from the public informed.  

---------------------------------------------------------------------------------------------------------------------------- 
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