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Foreword
The Mombasa County Budget Review and Outlook Paper (CBROP) 2023, the first to be prepared under

the new Administration, of the Kenya Kwanza Government, is based on the framework of Bottom-up
Economic Transformation Agenda (BETA). It sets out the Administration’s priority programs, policies
and reforms to be implemented in the Medium-Term Expenditure Framework (MTEF). The priority
programmes and policies under BETA are detailed in the Fourth Medium-Term Plan for the period
2023-2027 which is anchored on Kenya Vision 2030 that will prioritize implementation of economic
recovery strategies of the new Administration to reposition the economy on a steady, inclusive and

sustainable growth trajectory.

The Mombasa 2023 CBROP is mirroring the National Government’s Budget Review and Outlook Paper
2023, and has been prepared against a backdrop of continued global uncertainties, reflecting high but
easing inflationary pressures, weak global growth outlook, heightened geopolitical tensions
particularly the conflict in Ukraine, concerns about financial sector stability in advanced economies,
and increased food insecurity due to climate-related shocks. Global growth is projected to slow down
to 3.0 percent in 2023 and 2024 from 3.5 percent in 2022, reflecting the impact of the tightening of

monetary policy and escalation of geopolitical tensions particularly the ongoing war in Ukraine.

On the domestic scene, Kenya’s economic performance is projected to remain strong and resilient over
the medium term. The economy recorded a strong growth of 5.3 percent in the first quarter reflecting
a strong recovery in agriculture sector and buoyant services sector including financial and insurance,
information and communication, wholesale and retail trade and transport and storage. The economy
is expected to remain strong and expand by 5.5 percent in 2023 (5.6 percent in FY 2023/24) and 5.7
percent in 2024 (5.9 percent in FY 2024/25).

It presents the recent economic developments and actual fiscal performance of the FY 2022/2023 and
makes comparisons to the budget appropriations for the same year. It further provides updated
forecasts with sufficient information to show changes from the projections outlined in the latest County
Fiscal Strategy Paper (CFSP), developed in April 2023. In this Paper, we will also provide an overview
of how the actual performance of the FY 2022/2023 affected the County’s compliance with the fiscal
responsibility principles and the financial objectives as detailed in the 2022 CFSP.

This is the last CBROP that has been prepared within the second-generation County Integrated
Development Plan 2018-2022 that outlines the County’s planning framework that guides county
programmes budgeting, project funding, monitoring and evaluation. In this CBROP the County is re-
emphasizing the Government’s fiscal policy strategy, which focuses on maintaining a strong revenue
effort and shifting composition of expenditure from recurrent to productive capital expenditures and

optimally ensuring efficiency and effectiveness in the use of public resources.
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The critical programmes to be implemented are expected to stimulate the County’s socio-economic
development. The key County proposed priority areas are; Revamping of quality and affordable health
services, Youth Empowerment, Cohesion and Inclusivity, Education and Training development,
streamlined waste management services as well as Investment Promotion which will have been focused

and highly emphasized in the 2023-~2027 third generation CIDP.

The implementation of programs under these strategic sectors is expected to raise efficiency and
productivity in the County’s economy and in turn accelerate and sustain inclusive growth, create
opportunities for productive growth and ensure high standards of living for Mombasa County
residents. The County Treasury will link this CBROP with the other budgetary policy documents as
stipulated in the PFM Act.

'MR. EVANS OANDA
COUNTY EXECUTIVE COMMITTEE MEMBER
FINANCE AND ECONOMIC PLANNING
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The priority programmes are classified under two categories; core pillars and the enablers which aim at
creation of a conducive business environment for socio economic transformation. Under the core pillars,
the Government seeks to increase investments in five sectors envisaged to have the biggest impact on the
economy as well as on household welfare. These include: Agricultural Transformation; Micro, Small and
Medium Enterprise (MSME) Economy; Housing and Settlement; Healthcare; and Digital Superhighway and
Creative Industry. To make these programmes feasible, the Government will implement strategic
interventions under the following key enablers: Infrastructure; Manufacturing; Blue Economy; the Services
Economy, Environment and Climate Change; Education and Training; Women Agenda; Youth

Empowerment and Development Agenda; Social Protection; Sports, Culture and Arts; and Governance.

The document also provides an overview of how the actual performance of the FY 2022/23 affected
our compliance with the fiscal responsibility principles and the financial objectives spelt out in the
PFM Act as well as information showing changes from the projections outlined in the 2023 Budget

Policy Statement.

Through the various priority economic policies, structural reforms, fiscal consolidation plan and
sectoral expenditure programs outlined in this 2023 BPS, the Government is taking determined steps
to address these challenges, bolster resilience to shock as part of the strategy for socio~economic
transformation and inclusive growth. Over the medium term, the Government through the Fourth
Medium-~Term Plan (2023-2027) will prioritize implementation of economic recovery strategies to

re-position the economy on a steady and sustainable growth trajectory.
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e — e | O™ | PRy | Ao b | iy
3015: ENERGY, ENVIRONMENT & WASTE MANAGEMENT
Administration, Planning and Support Services RECURRENT 478,734,748 455,706,790 552,439,698 121%
DEVELOPMENT 90,500,000 69,055,395 47,955478 69%
Energy RECURRENT 5,239,000 4,476,966 4,090,106 91%
DEVELOPMENT 70,000,000 70,000,000 20,289,569 29%
Environmental Management and Protection RECURRENT 61,460,000 38,523,327 27,783,687 72%
DEVELOPMENT 65,500,000 60,000,000 3,367,310 6%
Solid Waste Management RECURRENT 38,327,252 25,003,986 13,848,199 55%
DEVELOPMENT 55,000,000 55,000,000 0 0%
Climate Change RECURRENT 130,239,000 4,197,398 0 0%
DEVELOPMENT 50,000,000 72,000,000 0 0%
3016: EDUCATION, INFORMATION TECHNOLOGY & MV 2035
General Administration, Planning and Support Services RECURRENT 337,558,574 285,759,386 360,948,824 126%
DEVELOPMENT 12,067,426 0 1,765,883 0%
Education headquarters RECURRENT 11,200,000 6,881,600 5,175,354 75%
DEVELOPMENT 93,000,000 93,000,000 10,201,448 11%
Childcare RECURRENT 8,500,000 5,000,000 3,054,400 61%
DEVELOPMENT 109,000,000 109,000,000 14,651,370 13%
Elimu Fund RECURRENT 211,890,000 76,694,375 74,169,894 97%
DEVELOPMENT 0 0 0 0%
Information Technology RECURRENT 30,000,000 10,240,672 6,141,897 60%
DEVELOPMENT 114,300,000 98,000,000 26,942,434 27%
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3017: HEALTH SERVICES
Administration Unit RECURRENT 2,907,650,587 2,996,724,514 5,163,963,296 172%
DEVELOPMENT 126,690,628 149,363,337 12,000,000 8%
Curative/Clinical Health Services RECURRENT 182,273,099 57,204,086 36,242,437 63%
DEVELOPMENT 49,516,083 32,201,744 547,397 2%
Preventive and Promotive Services Unit RECURRENT 77,459,683 32,876,348 3,051,052 9%
DEVELOPMENT 8,613,000 5,853,000 0 0%
Special Programs RECURRENT 48,179,420 69,407,985 61,505,750 89%
DEVELOPMENT 3,617,500 2,837,008 0 0%
3018: WATER, SANITATION & NATURAL RESOURCES
Administration unit RECURRENT 92,670,000 43,038,492 45,241,418 105%
DEVELOPMENT 970,900,000 575,000,000 590,025,456 103%
Sanitation/Sewerage Services Headquarters RECURRENT 1,750,000 25,000 98,276 393%
DEVELOPMENT 27,000,000 27,000,000 1,754,406 6%
Water Supply Headquarters RECURRENT 7,450,000 4,944,000 5,042,276 102%
DEVELOPMENT 13,000,000 13,000,000 0 0%
Natural Resources RECURRENT 7,230,000 0 106,897 0%
DEVELOPMENT 10,000,000 10,000,000 0 0%
3019: YOUTH, GENDER, SPORTS AND CULTURAL AFFAIRS
Administration Unit RECURRENT 105,891,660 76,477,740 94,386,123 123%
DEVELOPMENT 2,500,000 0 2,211,500 0%
Youth Empowerment RECURRENT 40,880,003 6,432,310 3,199,107 50%
DEVELOPMENT 11,500,000 10,000,000 0
Gender Affairs and Disability Mainstreaming RECURRENT 37,000,000 10,663,475 7,166,019 67%
DEVELOPMENT 40,000,000 40,000,000 710,219 2%
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Sports development RECURRENT 34,100,000 14,047,900 6,019,593 43%
DEVELOPMENT 440,000,000 440,000,000 31,210,888 7%
Cultural Affairs RECURRENT 30,500,000 12,965,800 1,778,793 14%
DEVELOPMENT 0 0 0 0%
Public Recreation and Entertainment RECURRENT 7,628,337 2,779,200 0 0%
DEVELOPMENT 10,000,000 10,000,000 0 0%
3020: TRADE, TOURISM & INVESTMENT
Administration Unit RECURRENT 335,745,978 309,120,281 371,808,349 120%
DEVELOPMENT 0 0 3,289,422 0%
Trade Development RECURRENT 33,787,810 13,784,870 6,079,334 44%
DEVELOPMENT 130,000,000 130,000,000 4,992,451 4%
Development of Tourism RECURRENT 35,259,133 16,884,711 2,936,483 17%
DEVELOPMENT 199,943,064 199,943,064 10,297,967 5%
Investment Promotion and Products Headquarters RECURRENT 33,105,082 13,598,655 0 0%
DEVELOPMENT 40,000,000 39,764,864 0
Ease of Doing Business-Headquarters RECURRENT 12,101,997 6,672,280 3,301,470 49%
DEVELOPMENT 10,056,936 9,743,633 28,088,662 288%
3021: LANDS, HOUSING AND PHYSICAL PLANNING
Administration Unit RECURRENT 197,083,825 134,511,885 253,195,013 188%
DEVELOPMENT 19,576,556 16,576,556 5,818,819 4%
Land Management Unit RECURRENT 21,566,175 5,382,300 4,055,322 75%
DEVELOPMENT 2,000,000 2,000,000 0 0%
Physical planning RECURRENT 4,650,000 1,530,000 0 0%
DEVELOPMENT 83,000,000 81,000,000 21,317,507 26%
Housing Development Unit RECURRENT 14,350,000 2,281,800 1,093,153 48%
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DEVELOPMENT 31,000,000 31,000,000 440,495 1%
Urban Renewal RECURRENT 27,350,000 6,060,518 3,901,113 64%
DEVELOPMENT 269,423,444 150,000,000 0 0%
3022: TRANSPORT, INFRASTRUCTURE & PUBLIC WORKS
Administration Unit RECURRENT 430,992,272 447,745,604 532,632,328 119%
DEVELOPMENT 0 0 0 0%
Road and Transport Unit RECURRENT 24,202,430 10,157,319 5,948,016 59%
DEVELOPMENT 450,700,000 460,012,233 450,025,664 98%
Works Unit RECURRENT 6,950,000 7,979,935 6,897 0%
DEVELOPMENT 12,800,000 0 3,151,837 0%
Transport Planning, Management and Safety RECURRENT 31,780,298 956,200 4,678,614 489%
DEVELOPMENT 7,000,000 5,408,217 491,379 9%
Mechanical Services RECURRENT 60,575,000 32,166,285 24,870,087 77%
DEVELOPMENT 8,800,000 6,000,000 1,401,793 23%
Safety, Risk Management and Rescue Services RECURRENT 21,200,000 6,816,584 1,697,616 25%
DEVELOPMENT 65,000,000 64,000,000 35,065,650 55%

3023: AGRICULTURE, FISHERIES, LIVESTOCK AND CO-OPERATIVES

Administration Unit-Headquarters RECURRENT 157,140,832 114,516,263 163,082,471 142%
DEVELOPMENT 0 12,373,819 0 0%
Crop Management Unit RECURRENT 25,076,858 7,586,220 4,829,646 64%
DEVELOPMENT 85,000,000 84,995,900 6,381,283 8%
Livestock Unit RECURRENT 14,706,256 4,401,528 2,232,799 51%
DEVELOPMENT 57,000,000 57,000,000 0 0%
Fisheries Unit-Headquarters RECURRENT 15,774,916 5,266,100 18,914 0%
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DEVELOPMENT 57,000,000 51,180,000 10,641,600 21%
Veterinary Services RECURRENT 16,189,045 2,492,022 44,666 2%
DEVELOPMENT 35,000,000 35,000,000 5,800,000 17%
Cooperatives RECURRENT 10,112,093 2,141,715 488,249 23%
DEVELOPMENT 12,000,000 12,000,000 0 0%
3026: DEVOLUTION & PUBLIC SERVICE ADMINISTRATION
Administration RECURRENT 751,881,613 2,326,258,864 842,027,472 36%
DEVELOPMENT 13,000,000 10,000,000 1,240,013 12%
Devolution and public service administration RECURRENT 20,136,398 57,770,050 1,475,600 3%
DEVELOPMENT 500,000 0 284,483 0%
County Administration and Decentralized Services RECURRENT 33,972,796 9,821,471 6,210,275 63%
DEVELOPMENT 49,500,000 46,000,000 303,448 1%
Public Service Reforms and Delivery RECURRENT 72,909,194 8,591,398 45,349,181 528%
DEVELOPMENT 0 0 0 0%
Compliance and Enforcement RECURRENT 31,100,000 15,549,214 5,897,718 38%

DEVELOPMENT

37,000,000
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From the expenditure analysis, two departments achieved more than 100% with the health sector having the highest expenditure
(158%), and Transport, Infrastructure & Public Works (102%). The lowest in expenditure was Youth, Gender, Sports and Cultural
Affairs at (23.5%) and Devolution and Public Administration (36.1%) being below the 50% mark in expenditure.
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REVENUE.

COUNTY EXECUTIVE

County Vehicles Hire

Fire Inspection Fees

Hearse Service Fees
Fire-Fighting Services

Hoarding & Scaffolding Charges
Land Scape Scheme

Buildings Plan Preparation Fee
Buildings Plan Approval Fee
Demolition of Structures

Receipts from Administrative Fees and Charges

Business Permits, Current Year

Business Permits, Other Years (Including Penalties)

Business Subletting / Transfer Fee

Business Permits / Cess

Plot Transfer Fee

Document Search Fee

Allottees Documents

Instalment Fee (HDD Scheme)
Annual Ground Rent (HDD Scheme)
Plots Charges (HDD Scheme)
Survey Fee

Plot Rents

03020205 Mackinnon Market

Market Stalls Rent

Market Stalls Rent

03020405 Mombasa Wholesale market
Market Entrance / Gate Fee

Market Stalls Rent (Rental store w/s mkt)
Off loading

Hawking Fee

03020505 Magongo Market

Market Shops Rent

03020605 Likoni Open Air Market
Market Stalls Rent

ANNUAL BUDGETED
2022-2023 KSHS.

339,340
15,713,114

0

98,563,589

0

32,834,639
1,568,233
125,064,218
773,413
1,242,509,659

590,950,017
1,520,123

0
592,470,140

17,360
3,829
33,764
140,525
2,933,126
16,206,075
23,933
19,358,612

3,021,961
1,586,352
422,431,080
11,330,593
3,136,615
22,977,126

1,091,870

280,962
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GRAND TOTALS
2022-2023 KSHS.

1,500
2,000
8,326,667
21,000
2,625,932
183,226,538
584,000
630,893,659

569,042,147
0

305,000
569,347,147

47,600
15,000
3,000

0
3,459,676
2,502,213
0
6,027,489

6,382,897
18,337,331

77,535
13,652,895

% Collection

o O x® O O O

le7
147
76
51

96

96

274

392

118

15

31

162

59

32




REVENUE.

COUNTY EXECUTIVE

03020705 Port Tudor, Kongowea & Likoni Market
Market Stalls Rent

03020805 Sega Market

Market Stalls Rent

03020905 Chaani Open Air Market
Market Stalls Rent

03021005 Mikindani Market

Market Stalls Rent

03021105 Mwembe Tayari Market
Market Stalls Rent

03021205 Kisauni Retail Stall Market
Market Stalls Rent

Collection from Market Establishments

Drainage Certificate Charges

Road Cutting Application Fees

Other Vehicles Enclosed Park Fees (Cars, lorries, etc)
Street Parking Fee

Towing Fee.

KAPS Parking Fees

TLB Matatu Levy

Right of Way / WayLeave Fee (KPLN, Telkom, etc)
Vehicle Parking Fees

Housing Estates Monthly Rent
Housing

Sign Boards & Advertisement Fee
County Vehicle Hire
Horticulture Consultation Fee
Livestock Certificates

Livestock Permits

Slaughter Licenses

Vaccination (Dogs, Horses, Camels)
Dog Licenses

Cooperative Audit Charges
Cemeteries Charges

Garbage Dumping Fee
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NAIROBI, KENYA
ANNUAL BUDGETED GRAND TOTALS % Collection
2022-2023KSHS.  2022-2023 KSHS.

178,001 - 0
1,773,115 - 0
1,367,491 - 0

361,140 - 0
1,562,806 - 0
3,938,704 - 0

475,037,816 38,450,658 8
0

88,115 10,000 11
92,102 146,700 159
1,544 5,200 337
363,192,468 289,885,002 80
151,477 - 0

0 13,748,200 0
232,492,409 171,413,234 74
103,889,789 88,994,846 36
699,907,904 564,203,182 81
0

29,208,993 20,548,837 70
29,208,993 20,548,837 70
0

120,664,188 138,714,030 115
159,500 60,373 38
39,200 245,300 626
521,922 64,170 12
4,100 1,000 24
10,000 8,000 30
3,000 - 0
82,000 97,000 118

255,900 20,420 8

424,700 2,561,000 603
2,198,000 3,028,600 138
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Environment & Solid Waste Management

Education & Digital Transformation
Health Services

Water, Natural Resources & Climate Change Resilience

Public Service Administration, Youth, Gender, Social Services &
Sports
Tourism, Culture & Trade

Land, Planning, Housing and Urban Renewal
Transport & Infrastructure

Blue Economy, Agriculture & Livestock
The County Attorney
TOTAL

TOTAL
County Executive

County Assembly

Public Service Board

Finance & Economic Planning

Environment & Solid Waste Management

Education & Digital Transformation

Health Services

Water, Natural Resources & Climate Change Resilience

Public Service Administration, Youth, Gender, Social Services &
Sports
Tourism, Culture & Trade

Land, Planning, Housing and Urban Renewal
Transport & Infrastructure
Blue Economy, Agriculture & Livestock

The County Attorney

TOTAL

164,000,000

166,000,000
1,584,026,145
1,083,000,000

225,000,000

221,892,810

559,576,556
361,000,000

250,000,000
5,425,495,511

Budgeted

2023/2024

C
199,000,000

964,100,000
151,400,000

1,837,500,000
787,000,000

1,150,000,000
3,528,000,000
1,197,000,000
1,582,000,000

612,000,000
826,000,000

1,277,000,000
459,000,000
130,000,000

14,700,000,000
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342,625,000 337,939,625
237,500,000 242,727,500
340,000,000 333,576,000
430,000,000 350,910,000
360,750,000 351,212,500
429,500,000 396,121,500
310,500,000 287,636,500
768,750,000 781,818,750
376,250,000 360,606,250
50,000,000 32,000,000
4,817,500,000  4,899,397,500
Projected Projected
2024/2025 2025/2026
D E
274,625,000 271,333,625
916,225,000 921,230,825
153,750,000 156,363,750

1,827,500,000
973,000,000
899,650,000
3,926,000,000
553,250,000
1,436,250,000

828,250,000
581,250,000

1,352,750,000
592,500,000
185,000,000

14,500,000,000

2,093,273,750
973,031,000
911,134,050
3,877,821,000
479,425,250
1,431,536,000

800,970,250
563,091,250

1,370,576,750
581,212,500
169,000,000

14,600,000,000
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Financial and Insurance activities. The growth was, however, slowed by declines in activities of
the Agriculture, Forestry and Fishing, and Mining and Quarrying sectors.

The performance of the industry sector slowed down to a growth of 3.4 percent in the third
quarter of 2022 compared to a growth of 8.3 percent in the same period in 2021. This was mainly
on account of normalization of activities in the manufacturing sub-sector after the strong
recovery in 202 1. Manufacturing subsector expanded by 2.4 percent in the third quarter of 2022
compared to 10.2 percent growth recorded in the same period of 2021. The growth in the
industry sector was supported by positive growths in Electricity and Water Supply subsector and
construction sub-sector which grew by 4.7 percent and 4.3 percent, respectively.

The activities in the services sector normalized and remained strong in the third quarter of 2022
after a strong recovery in 2021 from the effects of COVID 19 pandemic. The sector growth
slowed down to 6.1 percent in the third quarter of 2022 compared to a growth of 11.4 percent
in the third quarter of 2021. This performance was largely characterized by substantial growths
in accommodation and food services, wholesale and retail trade, professional, administrative and
support services and education sub-sectors.

The economy remained resilient and expanded by 5.3 percent in the first quarter of 2023,
compared to 6.2 percent in a similar quarter in 2022. The growth was mainly supported by a
rebound of the agriculture sector and continued resilience of service sectors. All economic sectors
recorded positive growths, though the magnitudes varied across activities.

The performance of the industry sector slowed down to a growth of 2.4 percent in the first
quarter of 2023 compared to a growth of 4.4 percent in the first quarter of 2022. This was mainly
on account of a slowdown in activities in the manufacturing; electricity and water supply; and
construction sub-sectors.

Manufacturing sub-sector expanded by 2.0 percent in the first quarter of 2023 compared to a
growth of 3.8 percent in a similar quarter in 2022. The growth was mainly supported by the
manufacture of food products that included bakery products and processing and preservation of
fish. In the non-food manufacturing the growth performance was supported by substantial
growth in the manufacture of basic metals and fabricated metal products.

In the energy sector, the total local electricity generation increased from 983.12 million KWh in
April 2023 to 1,070.09 million KWh in May 2023. Total electricity consumption increased from
844.34 million KWh in April 2023 to 873.24 million KWh in May 2023. In the international
market, the price of the OPEC crude oil basket decreased from US Dollars 84.13 per barrel in
April 2023 to US Dollars 75.82 per barrel in May 2023. The national average domestic retail oil
prices of motor gasoline premium, light diesel and kerosene was KSh 183.29, KSh 169.10 and
KSh 161.83 per litre respectively in May 2023. Charcoal prices averaged KSh 70.47 per Kg while
the price of a 13~-Kg cylinder of gas averaged KSh 3,125.40 during the same period.
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The performance of the manufacturing, building and constructions industry sector; the quantity
of cement produced increased from 769,259 MT in April 2023 to 818,697 MT in May 2023.
Consumption of cement was 777,697 MT in May 2023 the production of assembled vehicles
increased from 887 in February 2023 to 1,025 units in March 2023.The number of new vehicle
registration increased from 11,419 units in April 2023 to 12,945 units in May 2023. Milk uptake
in the formal sector increased from 59.49 million litres in April 2023 to 73.78 million litres in
May 2023.

In the tourism and transport sector, the total number of visitors arriving through Jomo Kenyatta
(JKIA) and Moi International Airports (MIA) increased from 88,654 persons in April 2023 to
96,245 persons in May 2023. The number of passengers who landed at Jomo Kenyatta
International Airport (JKIA) increased from 206,300 persons in April 2023 to 231,021 persons
in May 2023. Additionally, the Passengers who embarked at JKIA by port of destination increased
from 216,497 persons to 230,511 persons over the same period.

Total monthly throughput at the port of Mombasa registered a 4.9 per cent improvement in the
volume of cargo handled at the Port of Mombasa from 3,124.77 thousand metric tonnes in April
2023 to 3,277.07 thousand metric tonnes in May 2023. The volume of imports rose by 3.1 per
cent to 2,603.81 thousand metric tonnes in May 2023 from 2,526.74 thousand metric tonnes in
April 2023. The volume of exports went up by 11.2 per cent during the same period. Volume of
exports accounted for 13.9 per cent of total throughput in April compared to 13.1 per cent in
May 2023.

Inflation Development

Year-on-year overall inflation rate inflation has been above the 7.5 percent upper bound target
since June 2022. Inflation rate remained sticky at 7.9 percent in June 2023 same as in June 2022
driven by relatively higher food and fuel prices. To anchor inflation expectations, the Central
Bank tightened the monetary policy by raising the Central Bank Rate to 10.50 percent in June
2023 from 9.50 percent in March 2023. Consequently, inflation declined significantly to 6.7
percent in August 2023, from a peak of 9.6 percent in October 2022.

Food inflation remained the main driver of overall year-on-year inflation in January 2023,
contributing 5.2 percentage points, an increase, compared to a contribution of 3.2 percentage
points in January 2022. The increase was mainly attributed to relatively higher prices key food
items particularly cowpeas, maize grain (loose), beans, potatoes (Irish), green grams, and
mangoes.

Fuel inflation also increased to contribute 2.4 percentage points to year-on year overall inflation

in January 2023 from a contribution of 1.4 percentage points in January 2022. This was mainly
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driven by increases in electricity prices due to higher tariffs and increased prices of
kerosene/paraffin, diesel and petrol on account of higher international oil prices and scaling
down of the fuel subsidy.

The contribution of core (non-food non-fuel) inflation to year-on-~year overall inflation has been
low and stable, consistent with the muted demand pressures in the economy, supported by
prudent monetary policy. The contribution of core inflation to overall inflation increased to 1.3
percentage points in January 2023 compared to 0.7 percentage points contribution in January
2022.

While inflation has been rising and remains high in most economies, Kenya’s rate of inflation
compares favourably with the rest of Sub-Saharan Africa countries. In August 2022, Kenya

recorded a lower inflation rate than Ghana, Rwanda, Nigeria, Burundi, Zambia and Uganda.
Kenya Shilling Exchange Rate

The foreign exchange market has largely remained stable despite the tight global financial
conditions attributed to strengthening of the US Dollar and uncertainties regarding the ongoing
Russian-~Ukraine conflict. Due to the strong dollar, the exchange rate to the Kenya shilling like
with all world currencies has weakened to exchange at KSh 139.7 in June 2023 compared to KSh
117.3 in June 2022. Against the Euro, the Kenya shilling weakened to exchange at KSh 151.4 in
June 2023 compared to KSh 124.1 in June 2022 while against the Sterling Pound the Kenyan
shilling also weakened to exchange at KSh 176.3 compared to KSh 144.8, over the same period.
In comparison to Sub-Saharan Africa currencies, the volatility of the Kenya Shilling exchange
rate has remained relatively low. The Kenya Shilling depreciated against the US Dollar at a rate
of 19.1 percent in the 12 months to June 2023 compared to 8.8 percent in the 12 months to June
2022. The depreciation rate of the Kenya Shilling was lower than that of Burundi Franc and
Ghanaian Cedi. The stability in the Kenya Shilling was supported by increased remittances,

adequate foreign exchange reserves and improved exports receipts.

Interest Rates

Monetary policy stance remains tight to anchor inflation expectations due to the sustained
inflationary pressures, the elevated global risks and their potential impact on the domestic
economy. In this regard, the Central Bank Rate was raised from 8.25 percent to 8.75 percent in
November 2022 and retained at the same rate on 30t January 2023.

The interbank rate increased to 6.0 percent in January 2023 compared to 4.4 percent in January
2022 while the 91-~day Treasury Bills rate also increased to 9.5 percent compared to 7.3 percent

over the same period due to tight liquidity conditions.
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The growth outlook will be reinforced by the Government’s development agenda geared towards
economic turnaround and inclusive growth. Special focus will be placed on; increased
employment, more equitable distribution of income, social security while also expanding the tax
revenue base, and increased foreign exchange earnings. The economic turnaround programme
will seek to increase investments in at least five sectors envisaged to have the biggest impact on
the economy as well as on household welfare. These include: Agriculture; Micro, Small and
Medium Enterprise (MSME); Housing and Settlement; Healthcare; and Digital Superhighway and

Creative Industry.

In furtherance of the agenda on inclusive growth and innovation in Micro, Small, and Medium
Enterprises (MSMEs), the Government has launched the Hustlers Fund, as an intervention to
correct market failure problems at the bottom of the pyramid. This program aims to lift those at
the bottom of the pyramid through structured products in personnel finance that includes
savings, credit, insurance and investment. To address the adverse impact of the ongoing drought,
the Government in partnership with the Development Partners and the private sector under the
auspices of the National Steering Committee on Drought Response has provided response to
affected persons, regions and communities. The Committee will work with both the National and
County Governments in strengthening the national capacity for resilient recovery to protect

development gains from recurrent drought.

Fiscal Policy Outlook

The fiscal policy stance over the medium term aims at supporting the Bottom - Up Economic
Transformation Agenda of the Government through a growth friendly fiscal consolidation plan
designed to slow down the annual growth in public debt and implement an effective liability
management strategy, without compromising service delivery to citizens. This is expected to boost
the country’s debt sustainability position and ensure that Kenya’s development agenda honours
the principle of inter-generational equity.

The fiscal policy also indicates a deliberate convergence path towards the fiscal targets under the
East African Community Monetary Union Protocol that sets a ceiling of fiscal deficit including
grants of 3.0 percent of GDP and deficit excluding grants of 6.0 percent of GDP.

The fiscal policy will target to grow tax revenues above 17.8 percent of GDP in the FY 2023/24
and above 18.0 percent of GDP over the medium term. As part of the economic turnaround plan,
the Government will scale up revenue collection efforts by the Kenya Revenue Authority (KRA)
to Ksh 3.0 trillion in the FY 2023/24 and Ksh 4.0 trillion over the medium term. In order to
achieve this, the Government will undertake a combination of both tax administrative and tax

policy reforms.
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integrated value addition Centre with both agriculture and fisheries components, Construction
of a 110~tonne capacity cold storage as well as Branding of the 001 products.

In this regard, the county has set up the Mombasa Investment Corporation (MIC) whose main
mandate is to provide a legal and an institutional framework for the County Investment so as to
among others; enhance financial and economic prudence, establish an efficient and effective
instrument for managing the County Investments, promote local and foreign investment,
coordinate public private partnerships and joint ventures as well as resource mobilization of
finances for investments.

In addition to the above measures, the Government will continue to support the development of
the onsite infrastructure for the industrial parks, Export Processing Zones (EPZs), Special
Economic Zones (SEZs) and industrial parks across the country. More specifically the
establishment of the Dongo Kundu SEZs and infrastructures.

The county Government is inclined to revamp social programmes so as to spur the economy and
improve the quality of life of its citizens through the various programmes amongst them; the
ongoing issuance of bursaries, Skills Mtaani, School feeding, airlifting, the Interns and Mombasa

Yangu, the NHIF enrolment for the indigents, and the revolving fund to support the fisherfolk
and other small and midsize enterprises (SMEs).

The Covid ~19 pandemic was a wakeup call for Governments to ensure that health services are
given outmost priority. In this regard, the County Government of Mombasa strives to achieve

Universal Health care and will endeavor to ensure that its citizens have access to the best possible
affordable and quality health services by heavily investing in the sector.

The projected water demand for the County is 186,000 cubic meters per day while the current
supply is at 42,000 cubic meters. The available supply can only meet about 25% of the demand
and thus there is need for concerted efforts to address the water deficit. The establishment of
desalination plants that will address the shortfall has been prioritized within the county
development plans. A large population relies on borehole water that contains a high percentage
of fecal contamination and not safe for domestic use.

The County Government’s process of the total rehabilitation of the CBD and all public beaches
which will give the tourism sector a major boost and see Mombasa reclaiming its glory as a major
tourism destination both locally and internationally has been on course.

As we continue to revamp and expand the economic activities within the county so as to create
employment and self-sustainability for the citizens the county has already embarked on the
process of rehabilitating and construction of markets and trading areas within the County.

The County Government wishes to scale up investments in the county’s priority arecas of Health,
Youth Empowerment, Cohesion and Inclusivity, Education, waste management services and

Investment Promotion as captured in the CFSP 2023.
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99. The specific Fiscal Risks outlines the County’s exposure to fiscal risks that are associated with
macroeconomic assumptions used for fiscal projections, public debt dynamics, operations of state
corporations, contingent liabilities, vulnerabilities of the financial sector, as well as risks posed by
nature

100. There are various risks and challenges that have been identified including; weak linkage between
planning and budget formulation, high outstanding pending bills, low development budget
absorption, under-performance in own-source revenue, failure to use the prescribed financial
systems (such as IFMIS, IPPD among others), non-adherence to fiscal responsibility principles,
pilferage of public resources, inadequate linkages and cohesion between the County and the National
Government entities , high wage bill, weaknesses in human resource management, weak oversight
by County Assembly and a weakened internal audit function.

101. The Government remains committed to fiscal consolidation in order to ensure the long-term
sustainability of public finances. Nevertheless, the Government will monitor the risks and take
appropriate measures to safeguard macroeconomic and microeconomic stability.

102. The upside risk to the domestic economy relate to faster than projected rebound in economic
activities that would result in higher Government revenues providing fiscal space that would
support fiscal consolidation. The Kenyan Government continues to monitor the domestic and
external environment and will take appropriate policy measures to safeguard the economy
against the adverse effects of the risks if they were to materialize.

103. In the medium term, the shortfalls in revenue continues to pose a threat of a budget deficit due
to the ever-increasing pending bills and a high wage bill. Systems, controls and structures are
being put in place to improve the own source revenue performance coupled with a revenue
collection reforms and moderation in recurrent expenditure, so as to increase the revenue bases
and the fiscal position in the medium term.

104. The Government will monitor and mitigate the above risks and take appropriate measures to
safeguard macroeconomic stability including preparation of supplementary budgets to regularize
and align any emerging issues.

105. The County will embark on the implementation of the Governor’s manifesto incorporating the
BETA agenda so as to complement the National Government’s Economic Transformation agenda
which has been bearish.

106. Other that the frequent late disbursement of exchequer issues, the main challenges that
continue to be experienced relate to unrealized projected local revenue collection, bloated wage
bill and huge pending bills some of which are statutory deductions that accrue huge interests.

107. The high wage bill continues to be a major challenge in the implementation of the budget. The
recruitment of key essential staff and the frequent salary increment for various cadres of staff

continues to increase the already bloated wage bill. The various collective bargaining agreements
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» Maintaining a lean workforce will assist in controlling the wage bill. This will create fiscal space
for spending on the key county priorities especially in the social sectors and other development
programmes. This will further provide adequate room for future countercyclical fiscal policy in the
event of a shock.

» Fiscal consolidation while ensuring that county resources are adequate to promote growth. The
County Government is committed to a reduction in the recurrent expenditure to devote more
resources to development. At least thirty percent of the total county revenue shall be used in the
implementation of development projects.

» The county will continuously exploit the public private partnerships, with potential local and
foreign investors as well as other development partners to aid in the county’s development.

122. Fiscal policy will support the County development economic activities while providing a
platform for the implementation of the CIDP 2023~2027 and all other policy documents within
a context of sustainable public financing. In the medium term, the County Government has
reoriented expenditure towards priority programmes in Health, Youth Empowerment, Cohesion
and Inclusivity, Education, waste management services and Investment Promotion under the
medium-term expenditure framework (MTEF). This process will be strengthened in the FY
2023/24 by encouraging aggressive private-sector engagement in order to build concrete public
private Partnership in pursuit of new economic opportunities.

123. The county will continue reorienting expenditure towards those priority social programmes.
The critical programmes to be implemented are expected to accelerate economic activities and
socio~economic development. The expected share of development funds of the total expenditure will
be 30%.

124. The priority social sectors will continue to receive adequate resources in the budget and are
required to utilize the allocated resources more efficiently to generate fiscal space to
accommodate other strategic interventions in their sectors.

125. Reflecting the above medium-term expenditure framework, the tables below provide the

tentative projected baseline ceilings for the 2023/24 MTEF, classified by Departments.
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DEPARTMENTS

County Executive

County Assembly

Public Service Board

Finance & Economic Planning

Environment & Solid Waste Management

Education & Digital Transformation

Health Services

Water, Natural Resources & Climate Change Resilience
Public Service Administration, Youth, Gender, Social Services & Sports
Tourism, Culture & Trade

Land, Planning, Housing and Urban Renewal
Transport & Infrastructure

Blue Economy, Agriculture & Livestock

The County Attorney

TOTAL

Budgeted
2023/2024
C

199,000,000
964,100,000
151,400,000
1,837,500,000
787,000,000
1,150,000,000
3,528,000,000
1,197,000,000
1,582,000,000
612,000,000
826,000,000
1,277,000,000
459,000,000
130,000,000

14,700,000,000
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Projected Projected
2024/2025 2025/2026
D E
274,625,000 271,333,625
916,225,000 921,230,325
153,750,000 156,363,750

1,827,500,000
973,000,000
899,650,000
3,926,000,000
553,250,000
1,436,250,000
828,250,000
581,250,000
1,352,750,000
592,500,000
185,000,000

14,500,000,000

2,093,273,750
973,031,000
911,134,050
3,877,821,000
479,425,250
1,431,536,000
800,970,250
563,091,250
1,370,576,750
581,212,500
169,000,000

14,600,000,000
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e Continued application of a fiscal stimulus in the medium term to stimulate the economy which has
been greatly affected by various adverse issues including the ongoing drought, taking into
consideration the current revenue constraints and its impact on the fiscal deficit;

a. Rationalizing the outlay on recurrent expenditure through the identification of cost-saving
measures;
b. Pegging commitments and expenditure on the actual cash flow;
c. Coming up with sustainable personnel policy to address the bloated wage bill;
d. Boosting revenue receipts, identifying and plugging revenue leakages through automation.
141. The policies and sector ceilings annexed herewith will guide the Departments in preparation
of the 2024/2025 budget. The CG should scale down its budget and then increase it gradually
over the medium term as it expands its revenue base.
142. The ceilings will form inputs into the next County Fiscal Strategy Paper (CFSP) which will be
developed in February 2024 as per the budget cycle.
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ANNEX 3: COMPUTATION OF MONTHLY EXCHEQUER ISSUES BETWEEN FY 2018/2019 TO FY

2022/2023

MONTH

JULY
AUGUST
SEPTEMBER
OCTOBER
NOVEMBER
DECEMBER
JANUARY
FEBRUARY
MARCH
APRIL

MAY

JUNE

TOTAL
DISBURSED

EXCHEQUERISSUES EXCHEQUERISSUES EXCHEQUERISSUES EXCHEQUERISSUES EXCHEQUER ISSUES

2018-2019

0
430,761,965
587,699,500
741,181,901
875,741,969
822,680,000
944,297,016
794,895,339
0
1,515,161,166
54,151,120
2,449,218,601

9,215,788,577

2019-2020

0

0
1,228,083,300
632,224,439
0

824,676,155
949,232,625
1,592,730,338
564,636,000
40,134,590
741,084,750
1,517,641,228

8,090,443,924

To compute monthly exchequer issues 18/19-22/23

2020-2021

0

0

0
1,164,561,750
828,146,904
574,671,000
798,466,182
628,955,904
599,925,750
599,925,750
574,844,314
2,293,217,209

8,062,714,763
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2021-2022

0
605,388,325
643,225,095
643,225,095
1,248,613,420
605,388,325
643,225,095
643,225,095
605,388,325
681,061,365
643,225,095
0

6,961,965,735

2022-2023

0
643,225,095
605,388,325
0
643,225,096
605,388,325
983,546,633
0
605,388,325
1,286,450,190
605,388,325
2,256,150,493

8,234,150,807
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