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CHAIRIERSOMS H)NEWORD

Section 3I(l) of the Public Filapce Marragcntent Act ntandatcs thc Cabinct Sccrctary, National

Treasury and Economic Planning, to submit to Parliatrtent on a quartcrly basis, a rcport of all

loans nrade to thc rrational governnrcnt, national govet'nntent entitics and coutrty govcrnnlcnts.
'lb this extent, the National Trcasury subnrittcd to thc 13tl' Parliantcnt, reports on all ncw loans

contractcd by thc national govcrnnrcnt for the following periods: 1d May ZA22 b 3lstAugust

2022; l3tscptctnbcr to 3l't Dcccntbcr 2022;aud lstJanuary 2023 to 30th April 2023.

l,ursuant to Scction 3l(3) of thc Pt'M Act, thc quartcrly l'cports shotrld contain thc following

infornration: loan balanccs brought forward, carried down, drawings and antortiz.ations ou ncw

loans obtained fi'om outside Kenya or denonrinated in foreign currency. Spccifically, the report

should include the names of the partics to thc [oan; the antount of thc loan and the currcttcy in

which it is expressed and in which it is repayable; the tcrms and conditions of the loan incltrding

interest and other charges payablc and the ternts of rcpaymcnt; the antount of the loan advanced

at the time thc rcport is submitted; the purposc fol which thc loan was used and thc pcrccivcd

benefits of the loan; and such other infornmtion as the Cabinet Sccretary may consider

appropriate.

'Ihc committec observed that thc rcports contained infornution relevant for basic rcvicw of thc

nature of the individual loans contractcd, such as, intcrcst ratc chargcd, ntaturity pcriocl, and

repaynrent tcrms; but lackcd critical dctails rcquired to detennine thc overall inrpact of thc loans

contracted such as inrpact on the ovcrall stock of public dcbt, loan balanccs brorrght forward,

carried down, drawings and atrtortizations, anlonS othcrs.

fxeminatiott of thc QuarErly ncportl

Pursuant to Stancling Ordcr 2O7A(31(i), thc quartcrly reports on [oans were subntitted to thc

fublic Debt ancl Pr.ivatization Comnrittee to rcview and nmke recotrtmcndations to thc National

Asscmbly. The conrnrittee has fulfilled this nrandate and hereby submits this rcport to thc llottsc

for consideration and adoption.

In reviewing the three quaftcrly reports, the Contmittce held productive dcliberations with thc

National Treasury as well as the Contrpller of Budget and rcccived their subntissions which havc

been taken into account in the finalizing of this rcport.

Key Recommendatiotts

Arising lrom thcsc consultative cngagcnlents, thc Cotrtntittec has made thc fbllowing
rcconrnrendations:

l ) Subscqucnt reports to be subnrittcd by thc National 'lrcasury should ellsul'c full corrrpliancc

with Scction 31 (1) & (3) of the Pt'M Act, 2012. In palticular, the National'Ircasrtry should

cnsure that thc repotts indicate all loans nradc to the national govcrntrtcnt, national

governnlent eltitics, and county governmcnts, as well as loan balanccs brought forward,

carricd down, drawirrgs, and amottizations on new loans'

Z) The quarterly reports, rcferred to under Sections 3 I ( 1) and 3l (3) are part of thc financial

statcnrents rcfcnccl to undcr the Public Financc Managetrtetrt Act, 2012. As sttch, thcy

Rrblic Dcbt and prhntization CommitEc R.port on loans contracEd by the National Governmcnt
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.should foltow tfuc fiscal ycar calcndar cyclc, which is adhcred to by othcr P['M docuntcttts.
'l'hc two rcports rcfcrrcd to undcl Scction 3l of thc P['M Act 2012 shotrld thereforc be

guidccl by thc following dcadlincs:

i. Quartcr orrc (uly - Scptcnrbcr) Rcport - 'fhc dcadlinc tbr stlbnti.ssion is 14 days

aftcr thc cnd of thc quartcr;
ii. Quartcr two (Octobcr - Dcccntbcr) Rcport -'l'he dcadlinc for subntissiott is 14 days

aftcr thc cnd of thc quartcr;
iii. Quarter thr.cc (fanuary - March) Rcport -Thc dcadlinc for subntission is I4 days

aftcr thc cnd of thc quartcr; and

iv. Quarter Four (April - Jtrnc) Rcport -'l'hc dcadlinc for subntissiou is 14 days aftcr

the cttd of the quarter.

3) ln additiotl to the PFM Act 2O1Z ptovisions, the rcports indicatcd above should also include

infornration rclatcd to:

i. Rcport on thc usc of lixport Crcdit Agencics (ECA) and respcctivc contingcttt

liability cxposure. 'l'his will includc contracts signcd, expectcd bcncfits to the

country, and any guarantec offered should be subjcct to thc approval of Parliatnent;

and
ii. Rcport on thc trsc of the Central Bank ovcrdraft facility.

4) Quartcrly rcporting on projcct/progranr loans should bc guidcd by Progrant Bascd

I3udgcting principlc.s (to indicatc lurplerucnting Agcncics, Kcy Pcrforlllancc Indicators
(KPls), output targets, thc activitics) and the rcspctivc pucjcct valuatiou, appraisal, and

asscssnrcnt rcports should be attached;

5) In ordcr to facilitatc ovcrsight of debt and to prcmotc transparcncy and accountability of

loan contracts entcred into, thc National Treasury shotrld attach thc coutracts siSncd against

cach subnrittcd rcport and should not cntcr into any contract that docs not adhcrc to

principtcs of fublic l'inancc as sct undcr Articlc ZOl of the Constitution;

6) As from thc datc of adoption of this rcport, thc National 'l'reasury should prioritizc thc

sourcing, and disbursenrent of conccssional finance. Concessional finance contains a Srant
elcnrcnt, implying that largcr borrowing can be sourccd with mininrunt inrpact on dcbt

sustainability by reducing the rcfinancing and interest rzte rislg

7) A rcview of thc scctors financcd by loans borrowed during this period indicates that thcy

tar3etcd sector.s with grcater social returns but minimunt financial t'cturns. External

borrowing should bc drivcn by financing rcquircntcnts for scctot's or dcvcloptuent projccts

that pronrotc cxport-driven production in ordcr to addrcss forcx cxchangc intbalanccs;

8) 't'hc National 'lr'casury should addrcss factors that affcct tinrcly and full disburscmcnt of

loan financing and submit a rcport to thc National Asscmbly, within 60 days of thc adoption

of this rcport, indicating actions taken to incrcase the efficicnt disburscnrcnt of loan

financing;

9) Not latcr than thirty (30) days aftcr thc end of each financial ycar, Ministries, State

Dcpartnrcnts, ancl Inrplcnrcnting Agencies (MDAs) rcsponsiblc for thc projects for which

loans have bccn obtained, shorrld submit a report to thc National Assembly indicating
measurcs taken to ensurc timely and full disbursement of all the loans in their purview.

s I fublic Dcbt ard Privatization CommitEc Xcport on loans contrastcd by thc National C.owrnmcnt
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'lhese reports should bc considcrcd by the Public Dcbt and Privatization Coutnlittcc atrd a

report should be subrnittcd to the Housc within thirty (30) days;

10) Within nincty (90) ctays, thc National'l'rcasury should fully ctigitalizc the loatt approval and

nronitoring sy.stenl to cnhancc rcporting, transparcncy, and accountability.'l'his should also

incluclc training of tcchnical pcrsonncl and thc cstablishruent of a systetrt that is acccssiblc

to othcr public finance nlanagenlent institutions such as the Central Bank of Kcnya, the

office of thc controller of Budget, and the office of thc Auditor Gcncral;

11)As fronr YY 202,4/25, at the end of the Sector Working Group en8a8enlcnt, the National

Treasury should subnrit to thc Natiorral Assentbly a rcport containinl;, thc list of potcrrtial

projects for which loan finarrcing will be contractcd, thc potcntial creditors, and thc

respective loan terms. 'l'his report should also indicatc tintelincs for project valuation,

appraisal, and assessntcnt; and,

IZ)Arising from S.ll abovc, a final list of projccts to bc financed by borrowing should bc

subnritted alongsidc thc annual Mcdiunr'l'ernr Dcbt Management Strategy. 'l'hc list should

bc reconcilable with thc dcvclopntcnt budget and thc fiscal dcficit.
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PNETACI

Establishment and Iv{andate of the Committee

'l'hc powcrs of cach Ilousc of Patlianrcnt to cstablish cotrttttittccs ancl to nukc Starrding Ordcrs

for llrc orclcrly concft.rct of its procccdirrgs arc providcd for undcr Article 124 of thc Corrstitution

of Kcpya,20lO. ['orcriticalovcrsightovcrnlattcrsrclatirrgtopttblicdcbtanddcbtguarantccs,
public-privatc partncrships, and privatizatiou of ttational asscts, standing ordcr' 207A cstablishcs

thc Public Dcbt and Privatiz.ation Conrnrittce with specific ntandatcs anlonS which is to:

Ovcrsight of public dcbt and guarantccs, pursuant to Articlc 274 of thc Constitution

tl.xaurinc ltlattcrs rclating to dcbt Suarantccs by thc National govcrntrtent;

Ovcrsight Consolidatcd fund Scriccs cxcluding auditcd accounts;

Exanrinc rcports on thc status of thc cconomy itt rcspcct of thc public debt;

Ovcrsight of public-privatc partnership proSranls by thc national govcrnmcnt in

rcspcct of thc public dcbt; arrd

Ovcrsight privatization of national asscts

'l'his Cortuuittcc is thercforc nrandated, atllonS othcr functions, to cxantine thc rcports of all loans

nradc to thc national govcrnllrent, national governntent entities, and cotrntygovcrnutcnts srtbjcct

to Article Zl1(2) of the Constitution and Pt'M ACI 2012, and subntits rccomtrtendations as

contained in this Report for the adoption of the Ilousc.

Ivlembership of the Committee

'l'hc Public Dcbt and Privatization Comnilttee as currently constitutcd, compriscs of thc following
Menrbcrs of Parlianrcnt: -

CHAIRPE.RSON
Hon. Abdi ShwierM.P.
Balambala C-onstitucnry

fubilec Pafiy

YICE.CHAINPMSON
Hon. @r.) Makali Mulu lil-P

Kitui C.Entrul Constitucnry
Wipcr narty

I'lon. Junct Mohanted S.N. CBS. M.P
Suna East ConstituertcY

ODMPafiy

IIon. Onrboko Milcmba M.P
f, nruhaya Constituctrcy

AIYC Party

llon. (t)r.) Ircnc Kasalu M.P
Kitui County
Wipcr Party

I lorr. Kwcnya'l'ltuktr Zachary, M.P
Kinangop Constifuency

Iubilcc Party

llon. Mohanred Abdikadir I lussein, M.P
Iagderu Constituettcy

ODM Ptrty

IIon. (CPA) Suleka II. Ilarutr. M.P
Nourinatcd
LrDM Party

I lon. Chcgc Njuguna M.P
Kaudara Constittrcncy

UDA Party

I lon. Abcli Ati Abdi, M.P
Ijara Coustitucncy

NAP-K
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1.1

1.2

r .3,

1. Introduction

LiLr[11,gc11 r\{ay.2O2Z arrcl ,\prril 2023,nirtctcctt (15)) cxtcrrlally l'irraitccd lc)3I1s,;rntor-ttrtitt;{

tc.rKs[t.s.213.2,t[lillitrrl.l,vct.c.siS,ttcilbr-:twccntlrctrlltiotral3or,ct.rtrttctrtatldintcL.itrLtiortaI
cr.ccjitor..s.'t'his is brolicn dorvn l.ls rbllorv.s: lrctrr,cctl N{ay and r\ttgtr.st 2022, si,x (6) loaru

arrtor,t tttitt3tol(s5s. 105.0(i billion\vcrcslllllccl; Lrctu'ccttscptclttbcratlcl L)cccrtillctZA22'

crglrt (g) loarls r.alrrcd ;rt I(shs. 43.38 biltiorr rvct'c siStrcd; attd irr thc JattLtaly to i\pril

2u)2-i pcliorl, tivc (5) loittts atrtcrtilrtitt,S to l(.stls.64'E Lrilliotr u'crc si3trccl'

t)Lrriug tltc rc,u,icrv ol'l.llc lL)i1n le [)()rt.s it *';.ts ttt-rtccl that otrly tlrrcc (.i) lL]aus totelitrll I(slts'

24.2 L,iIiorr, pr.irrrerily corrrurcrcial loatts, [tl+d bccn peltially cli.slrLtrscd intllcatiug',

cli.sburscprclt rrttc ot' lcss thair 1 1 [:crccrtt, 
-l'[rc disbtrlscrt cotttltrcl'cial Io.1ns \vc 

L'c

prrnrar.ilv rLtilizccl tor gcpcraI budgct support. 'l'inrcly and fLr11 disbttt-sctttcut of lorln, 1,

cr,itical irry botl thc cilpacitl'lo lcpily loarls (b-v Sctrcratirrg t'ittarlcial of ccorloltic

r.c.sg)rrLccs) apcl ior.c6[urrrcirrlq plojcct iutplctttcrtt:tttorr to spLtl'ccollottlic clcvcloptllcl ;.

LfL6cr loans cotrtL.actc-cl clrLyip;i thc pcriocl irtcrlLtclcti bilatcral trt'ttlultiletcral ',or,',..;

irrtcrtricri l'6r'i1ti'irstr.gctulal plrojccts, clrcr';-iy scclor, cdtrcatit-ltt scclt-rr, attd otlrcr pr'qccts

rvrtS [righ social iurpact. !'arlurc to clisbLrlsc [hcsc ]oans otr titrtc inrplics that thc irrt.r,,-1.r1

pr.o.lcct bclciits rrrav rrot bc rcalizcci by tirc tititc tltc t'cpaytrtcttts bc11in. f'tti'tltcL't 11e1'g, i1

dcnotcs a lacli of cepecitl, to cit'cctivcll, glplt'rit (scnli) cottcc:.ssiottal/pt'og|at11 164n5

c-rllcr.cd by clcvcloprnrcrrt par'lncrs. 't'his lvill prirttarily aft'cct fittattcilrg iot' pt'ojcctr' artdlor
iuitiativcs clesi.gncd to ilclticr,,c .social dcvclopttlcttL objcctiycs, 'stLpport Pc'"icy attd

in-stittttiortal rcloittts of tttrtiott,lI atttl .strbttaLiottal .govcrttlllctlts'

Givcn the nunrbcl Lruclisbulsccl loans lhcrr- is au ittcrcascd likclihood of iitr;111'1'gtlgs si
conrtnitnrcni fccs, antollg otlicr char;qcs. Notably, thc rcpaynrcrtt profilc tf the loaus

cotrtractcci c{uring this pcrioci ittdica[c's tltat a sttb'stittttial trttntbcr ot'the loa 115 11r[[l [:c cit'tc

lbr rcpayntcttt bctrvccu lS arrcl 10 ycars.

stock of Pubiic Debt and w 2022/23 Fiscal Deficit Financing

'l'hc total pLtblic clcbt stocir as t)i lllc ctrrl ot'r\pril 202:i rrtrtotttttcd to l'"'shs' 9'61]'l ti'rlhon

(a1:pr-gxtplrtcly 6t, pcrccrrt piCl[)P).'l'hi,s c,rrrtprisr:tl oi I(.shs.5'09 iliil 1s'r11 (5J, pcrcctrt) iir

c.rtcr.nul clcbr aricl Iish.s. 4.s4 [l'illio11 (.1 7 pcrccut) in.]orrrcstic dcbt.'i'i'rc nrrtLorrzrl cicbl he-s

rucrcascd ccrnsi.stcnl.l),ovc:r tilc vcat'.s cltrc to t[rc itrcLrrt'citcc cti thc l'i.s cal cicticit.

-t'trc 
f y ZOZZ/ Z?) fiscal clcficit iluroLr"trtccl to l(slis. 824 Lriltiorr to bc fitlar.'cccl b1'Nct torci-qrr

l'i.z,rcirig aur(rLrntillg to l(sh.s. 39:i.7 brllion (47 pcrccut) atrci Nct D onrcslic i'lttancirrll

arriorrutirr.g to K.sh.s. 42gj3 bt[liorr (53, pc|ccnr).'this dcviatcs l'ronr thc I vlcdiLttu'l'crut L)clrl

i\.lzruagr:utcnt Stratc:4v (r\'ffDS) approvcd stl'afc8y ol trct dotttcslic borrorving to ttet

cxtcrr,ll bcrLrou,irts of 6E,lfZ rcspcctively' lt is plo;cctcLl lhat irl lY 2023l2'1, the fiscal

dciicit rvill r.ccllrcc to I(shs. 716.g billiorr in linc with thc govcrnutcut t''iscalconsolidaticlr

plarr.

'l'lrc rrct forci;<n financiirg for IY 2022/23 inclLrclccl a IGhs. 110 b illion ltrtclnational

Sovcrcign Ltouc-l ftorn gl,:Lral barrks iuclirclirrg Iixpolt Clcclit ,\gcucie-'s' 't'l,is itrdicatcs the

corttirrLtccl ttse c'r[ colnttlcrcial clcbt In cicticit firlancinS' lnclcctl" in t'\' 2023/24' tLtc

N;tliorral Goycrnrrcnt is c-xpcctccl to Lrorrow a further Kshs. 27(J biltion as coltiiilct'cial
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I Ion. (Dr.) Danicl M:rrrclulor, 
^\'1.P

Nylr-ibari r\la.sa ba Corrst i [Lrcnr--\'

O, sM_Perry

Commiftec Secretariat

Irr thc prcplrration r-rt tlris lcl-x)r't, Ihc Ccrnrnrrltcc u'its i:tcrlrt;itcd Lrv tltc follL)\\'ltl3, -\Lrlii:

I-[on. Kipkoro.s Joscp[r,\1alcilap A,t.P
Earirrgo North CoustituL'l1cy

UDA Parfy

I Irrn. ,\clctt DaLrc[, EBS. ,\1.P
\V;r.iir East Consritucucl'

Jubilee Party

,\1r. Chacltit rVlachage
Fiscal Analyst l/ Lead Clerk

N1s. l-rrdah $ari
ilr'reJua Relations Officer Itr

N'is. \'asnrin IIassau
Assistant Serjeant-at- Arms

Mr'. R,o[:clL Nyaga
Deputy Director, Parliamentary Budgct Office

Iloir. Lctipila Dominic illi, M.P
Srt rrrbcr ru Norih Corrstit ttr'rlcy

UDA Parfy

IIol1. [irr'\\/e i\brrrham Kipsart3, \.1,P
\ losc1p Corrstrtrrctrcy

LIDA Parfy

r\,lt'. Job Nlirgaiavar
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financing. 'fhis will increase the overall risk to thc cost of public debt stock as a rcsult of

increascd intercst rate risk, exchange rate risk, atrd rcfinancirrg risk.

2.lnans corfiactrdbr/tweanlvlay and' Atrysst 2022
2.1 'l'he May * August 2A22 report indicated that a total of six (6) new loans wcre contractcd

between the govcrnrrrcnt and bilateral, multilateral, and contmercial crcditors, bctwccn

the pcriocl 1st May ZOZZ to 31si August 20?2.Thcsc loans antount to Kshs. 105.06 billion
and werc intcnded to financc initiatives undcr thc Agricultttral scctor and Econontic

llmpowcmrcnt through thc financing of Micro, Snrall, and Mcdiunt Entcrpriscs (MSMl,s)'

'l'he crcditor sources are as follows,
i. Multilatcral loans - Kshs. 65.3 billion (62 pcrccnt);

ii. Conrmcrcial loans - Kshs. 39.18 billion (34 perccnt)1and,
iii. Bilateral loans - Kshs. 3.62 billion (3 percent).

2.2. tn the rsrriew of ttc repor! thc ComrnitEc oherwd thc following:

i. Conrmercial financing fronr the Syndicated Short Tcrnr Multicurrency Facility worth

Kshs. 36.2 billiorr, accounted for 34 pcrccnt of debt contracted, while concessional

and progranr loans accountcd for Kshs. 68.9 billion (66 pcrccnt);
ii. Of the six loans contracted, only the comnrercial loanhad been partly disburscd (66

pcrcent), by thc tinte the report was subutittcd to Parlianretrt.

iii. There was no infornration provided on loans urade to national Sovernnlcnt entities and

relatcd contingcnt liability exposure. Notably, the Controllcr of Iludgct rcport had

indicatcd that as of Junc 2022, thcre wcrc Kshs. 218.8 billion non-lrcrforutittg loans

c hargcd aga i nst various Sovcrn trlcll t c n ti tics;

iv. Loan repaymcnts will fall duc front 2O?5, peaking in 2027 and 2A47. 'Ihis indicatcs

an inct'ease in refinancing requirentents front 2027;
v. The loans contain certain financial terms that might hidc the true cost of a loan. Such

tcrnr include: lcnding nrargins, comnritment fees, fiont-cnd fees, ntaturity prentiums,

serwicc fces, committuent charges; and,
vi. '[he infoprmtion provided docs not include spcifics such as project outputs, activities,

and impleutentation period (singlc or multiple-year projects)'

vii. 'lhe World Bank's International Developmcnt Association (lDA) was thc largcst

creditor; accounting for 52 pcrccnt of amounts borrowed during the quarter. 'l'hc

second largest crcditor was the lhstcrn & Southern African'lrade Dcvcloptrtcnt I]ank
(34 prcent), followcd by Africa Devclopment Bank ( I 0 pcrccnt) and thc Khalifa t'uncl

for Enterprisc Dcvelopntcnt - UAE (3 pcrccnt).

viii. A rcview of the currcncy conlposition showccl that the USD accountcd fot 62 pcl'ccnt

of antounts borrowed with the Euro accoutrting for 38 pcrccnt.

Z.g. During this periocl, the loans wcre contractcd to finaucc thc following projccts:

a. East Africa Skills Transfoarnation and Regiomal [nEgration Ioan Pnoject 0khs.
12.67 billion - undisburscd)

2.4. This is a Kshs. 12.67 billion loan signed on 27th JuIy 2022, financcd by the World llank's

- International Devclopnrent Association for thc East Africa Skills Transfornlation and

r0 I fubl1c Dcbt and Privatizrtisr Conunittc Bcpo,rt on loaru contractd by ttrc National Gorcrnmcnt

bctrmr lvfaY 2022 and APdl 2OZg



Rcgional Intcaration loan Projcct. 'l'he projcct aiuts to strcngthen regional

harnroniz.ation, clisscnrinatior"r, ancl usc of corc econottric social statistics for Kctrya,

Rwauda, anc{'l'auz.ania. It is a corrccssional loan with a 5-ycar grace pcriod with intercst

chargccl al 1.25 pcrccut p.a. irrcluding a scrvicc fcc of 0.75 lrcrccnt p.a. and contntittttcnt

chargc of 0.5 pcrccnt p.a. on thc unwithdrawn financing balancc. Dcspitc thcsc

favorablc borrowing tcrnrs, thc loan had not bccn disburscd by thc datc of subntissiotr of

thc rcport and thc status rcnmins unknown.'[hc rcport does not providc any projcct-

.spccific infolrration such as inrplcmctrtation timelincs, aScncy in chatSc, outputs ctc.

b. De-Riskilg, inclusion and valuc enhancement of pastoral econordes in thc Horn

of Africa prcject (rchs. 15.67 billion)

Z.S. 'tlre loan to financc this prqcct was signcd on 29th June 2OZZ with the World Bank's -

International Dcvelopnrent Association. This was a collccssional loan ainted at firrancing

thc dc-risking, inclusion, and value enhancement of pastoral econontics in the l-lorn of

Afi.ica project.'thc project aims to enhancc pastoralists'acccss to financial sclices for

clrought risk nritigation by including thcm in thc value chain and facilitating livcstock

trade in Africa. I-lowcver, dctails of the inrpletncntin I agency and othcr projcct-spccific

infornration were not providecl including the distribution of thc resources within thc

targctcd arca(s).

c. National Agricultural Value Chain Dcrrclopment hoject Gshs. 26.4 billiorl '
undfub,u$€d)

Z.G. 'l'his loan was contractcd on lOthJunc 2022, antounting to Kshs. 26.396 billion. It was

providcd by thc World Bank's lntcrnational Dcvelopnrcnt Association and is thereforc a

conccssional loan. Thc Euro-valucd debt is targeted towat'ds the National Agricultural

Valuc Chain Dcvclopmcnt Projcct which is intended at increasing markct participation

ancl valuc addition for targctcd farmcrs in sclect valuc chains in prqcct areas. The

cxplanation providcd for thc loan is gencral and lacks spccificity on the proSranl

implclrcntation, that is, the sclect value chains in ptoject areas. Finally, givcn thc latc

datc of acquisition and non-disburrcmcnt by the tinre the report was tabled, it implies

rcsources vyerc not utilizcd on time and possibly, contmitment fees havc been incurrcd.

d. Syndicatcd Short-Term Multisurency Facility (Ksh. 36.18 billion)

Z.Z. 'l'his is a comntcrcial loan signed on 23'd August 2022, worth Kshs. 36.18 billion. It
accounts for 34 pcrccnt of loans signcd dtrring thc priod. It is firranccd by thc f,astern &

Sotrthcrn African'l'radc Dcvclopnlcnt llank, in both USD and Euro currcncies. In gcncml,

thc a11rourrts arc for financing thc dcvclopntcnt budgct including but uot linritcd to tradc

dcvelopntcnt activitics. As pcr thc cxplanation, this inrplics gcncral budgctary support

ancl lacks critical financing spccifications rcquircd to protrtotc ovcrsiSht ovcr the usc of

thc rcsourccs.

2.8. 'l'he loan which has a S-year grace period lacks installment paymcnts and will require a

bullet paymcnt on 30th Septen'tbcr 2O25. This is likely to causc refinancing pressures

lcacling to liquidity shortages durirrg thc ycar of rcpayntent if appropriatc financial/cash

planning is not put in place. In the interirn pcriod, intercst paymcnts will be payable at

the ratc of: Reference Rate &oth USD & Euro are 6M Term Secured Overnight Reference

Ratc - SOFR, & 6M Euribor, respcctively) plus margin per annunr (USD - 4.45 pcrcent

Ir I fublicDebtandPrivatizationConrmittockeortonloanrcontractdbythcNationelGorcrnn:cnt
bctrYcsn tvlay 2022 and April 2023



and Euro - 4.3 pcrcent). Interest orr ovcrdue anlounts to be increascd by 2 pcrccnt pcr

annunl above the applicable ratc.

e. Micro, Small or lvicdium Enbrprises Scctor Program Support (rchs. 3.62 billion *
undirbrursed)

2.9. 'l'his loan is contracted frorrr thc Khalifa t'und financcd by ilntcrprisc Dcvelopnrcnt (UAE)

antounting to Kshs' 3.62 billion. It is thc snullcst loan (3 pcrcent of total loans) obtaincd

during the quarter. It is a concessional loan with a S-year grace periocl and intcrcst

payment of '1.5 perccnt per annunr. Unlikc other loans, this particular loan doe.s not lcad

to thc incurring of conrnritment fees. Noncthclcss, it renuins utrdisburscd. I'hc SM[s

Support program aims to: a) develop private sector initiatives, support entrcpreneurship,

allcviate povefty, and pronrote econonric development, b) focus on improving SME sector

in Kenya, contributing to econonric dcvelopment and job creation for women and youth,

c) focus on sectors to be agrecd with the ['und. No further intbrrnation on itttplcntcntation

atcncyrrcgional distribution, implerucntation parantctcrs, outcotllcs etc., was not providcd.

f. Comrpetitivcness & Ecoromic neconcry Sup,port mqgram (CESBP-ID - Gshs' 10.52

billion)

2.1O. The loan was signed on 22"d August 2O2Z and financed by the African Developrttcnt

Bank. It is targctcd at Gencral lludgct Support for post-COVID-19 pandcnric cconotttic

rccovcly through cnhancing fiscal pcrformancc, strcngthcning industrial dcvclopntcnt

and compctitiveness, and pronroting cconomic and social inclusion through support to

SMtls. Thc information provided does not indicatc how the resoultcs arc allocatcd and

will bc utili:t*d. Budget support financing should be submitted in line with the Program

Based Budgcting parametcrs by indicating thc projects, Key Perfornlancc lndicators
(KPIs), output targets, and activitics in ordcr to prontote transparency and accountability.

2.11 . It is worth noting that there is no specific intercst ratc indicated for this loan. l'hc intcrcst

rate provided is a percentagc ratc per annum cqual to a Floating Base Rate, l'unding cost

Margin, I*nding Margin, and Maturity Premiunt of 10 basis points. This interest ratc is

based on purc variablcs that changc/fluctuate based on financial status or cconontic

irrrpact on the tluro. Such loans ane likely to pronlotc uncertainty in dcbt scrvicing

expenditure.

S. loans csnhaffid brf.weerl $r{frr:mkr;r and December 2022
3.1 , 'fhe National 1'rcasury suburittcd thc Scptcmbcr to Deccntbcr loans rcport to Parliantcnt

on Z2trdMarch 2023.lt indicatcd that cight (8) ncw loans wcrc contractcd lretwccn thc

government arrd bilateral, nrultilateral, and cotrturcrcial crcditors, betwecn Septcmbcr

2022 to Decenrber 2022 totaling Kshs. 43.38 billion. 'fhe sectoral distribution of thc

loans wasas follows: Water (44 perrent), Flealth (6 pcrcent),agriculture (27 Wrcentl,
and trade (8 pcrcent), sectors.

g.2. Notably, the Kshs. 43.98 billion loan antount includcd loans contracted outsidc thc

quartcr such as a loan contracted on 23rd Fcbruary 2OZZ (ADB loan worth Kshs. 5.06

billion) ancl 2nd June 2022 (IFAD loan worth Kshs. 2.59 billion). It is cstinratcd that

conccssiorral loans accountccl for 68 pcrccnt (IGhs. 29.51 billion) of the loans borrowcd,

wlrile senri-concessional to semi-coutntetcial loans atrtountcd to Kshs. 13.87 billion (32

r2 I public De}6 and Privatization Committcc Xcport on loans contraced by thc National Gotcrnment
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s.5.

3.3

pcrcent of total borrowing). tly the tinrc thc report was submittcd to Parliantcnt, only two

of thc cight loans contractcd had becn partially disburscd.

'l'hc Worlcl Bank's Intcrnational Dcveloprttcnt Association (lDA) was thc largest crcditor,

providing Kshs. 16.67 billion or 38 pcrccnt of the aruounts borrowcd during the period.

Othcr inrportant financiers includcd the tbdcral Govcrnntent of the Rcpublic of Gerntany

(Kshs. 10.26 billion or 24 lrcrccnt), Agcncc [rancaisc Dc Dcvelopntcnt (Kshs' 6.16 billion

or 14 grcrcent), and African Dcvclopntent llank.

A revicw of thc currcncy colllposition indicatcs that thc Euro accountcd for 88 pcrccnt

of thc anrounts borrowcd, whilc thc African Dcveloptrtcnt Bank's Unit of Account, XUA,

accountcd for 12 pcrccnt (howcvcr, rcpayrllcnt will bc in tluro). Whilc this ruay indicate

divcrsification from thc USD (which accounts for approxinratcly 67 pcrcent of total debt

stock), it incrcascs exposure to thc Euro which has dcprcciatccl by 15 percent since mid-

April ZO22 (whcn it tradcd at Kshs. 125.$ and curtcntly trading at Ksh.l44.5 (First wcck

of April 202i). '[hc cxchangc rate remains a key factor for consideration in borrowing

and debt scrvicing.

In revicwing thc r,'epo,rg thc Commitbe nobd th€ followitU;

'Ihc subruittecl rcport tackcd kcy information required to guide policynlaking and

ovcrsight. Adherencc to Section 31 of the PFM Act, 2012 shotrld be guided by tcporting

under thc Progranr Bascd lJudgeting modcl and should indicate Intpletnenting Agencies,

Kcy Pcrfornuncc Indicators (KPls), output targets, and activitic.s anlon8 others.

Dctails on domcstic dcbt contracted over thc period wcrc not providcd.

A revicw of adherence to thc PFM Act, 2Ol2 indicated that thc following infornration had

not bccn providcd:
a) A statcmcnt of loan balanccs;carried dowu and drawings of new forcign, and loans

to county govcrntrrcnts
b) A statcmcnt on loans madc to national govcrnntent entitics and rclatcd contingcnt

liability cxposurc. A rrcport by the Controllcr of Budgct indicated that as ofJune 2022,

thcre werc Kshs.2I8.8 billion in non-perfornting loans chatged against various

govcrnntcnt cntities.
Non-disburscnrent or partial disbursentent of loans indicates a general inability to

cfficicntly usc concessional financing which is critical for projects with low repaying

capacity (c.g. social/climatc change projects) but high cconomic rcturns.

Non-disbursement of loans lcads to thc incurring of contntitntent fces and other non-

disbursentent costs.

Therc was no infornration provided on project appraisal including evaluation of thc

sustainability of thc projects and capacity to gencrate financial or cconotttic rctrtrns to

rcpay thc loans whcn thcy arc duc.
'l'hcrc was no follow-up rcport on thc disburscntcnt of loans contractcd itt thc pt'cvious

quartcr nuking it clifficult to dctcrnrine whcthcr thc loans wcl'e evcntually disburscd or

not.
'l'hcrc was 1o infonuatiorr providcd otr the usc of Export Crcdit Agencies (liCA) indicating

thc possibility of contingcnt liability cxposur!.

3.4

tJ I tublic Dcbt ard hinatization Commitrcc ncPort on loans conhrctcdbythc Natioul C'owrnmcnt
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3.6. fhu'hg this perio4 the loans wene contracEd b financc the following pnojecb:

L. Hom of Africa - Groturdwater for resilience prroject rchs. 16.67 billion
undisb'ursed)

3 .7 . This is a Kshs. 1 6.7 billion loan contracted on 1 't Septeutbe r 2OZZ front the World Bank's

- International Developnrent Association; for financing thc Florn of Africa ' Ground

water for Resilience Project. 'l'he project seek to increase susLainable access and

nlanagenlent of groundwatcr in thc Llorn of Africa borderlands, targetitrg Ethiopia,

Kcnya and Sornalia.

3.8. In Kenya, it focuses on aquifcr systcms with regional and tmnsboundary iurplications in

ASAI. arcas, clrought affected communities and countics sttch as; 'l'urkana, Marsabit,

Mandera, Wajir and Garissa bordcring Ethiopia and Somalia. It is a conccssional loan

with a 6-ycar rcpaynlcnt glace pcriocl and 1 .25 pcrcent pcr allllutll, a sctwicc fec of 0.75

pcrccnt pcr annunl, and a conrnritmcnt chargc of 0.5 lrcrccnt pcr alllltllll on thc

unwithdrawn financing balancc.

b. nrrnkey Mcdical equipment and refurbishment Wck4glp contract up - upgrading

matcmal and nsufuorn care uniB at 2O sites (Kshs. 2.65 billion - undisb,ursed)

3.g. Thc loan was signed on 12rh Septenrbcr ZO22 with thc Mizuho Bank tiuropc N.V.'lhis is

a scmi-conrnrcrcial loan with a grace period of 5 years and thc intcrcst ratc is charged at

the 6 month Euribor ratc (3.34 percent - 3.36 pcrcent) plus a nrargin of 1.8 percent per

annulll, thc commitnrent charge ratc is 0.6 pcrccnt pcr annunl on thc lendcr's availablc

conrmitment on the available period, amonS other fees.'lhis financing desiSn aints to

support an Export Crcdit Agcncy intendcd at upgrading ntaternal and ncwborn carc

units at 20 sites (not indicatcd). Kcy project specific details wcrc nol providcd.

c. To hrild resilicnce for fmd and nutritiqr socurity in thc Horn of Africs Pnogr8m -
KshE. S.OG billion (Partially disb'unod - rchs. 36.1 Million il 1 perccnt)

3.10. This loap was signecl on 23rd tcbruary 2022 with thc Africa f)cvclopntcnt Furld;

aruounting to Kshs. 5.056 billion. It is a scuri-conccssional loan to btrild rcsilicncc for

foocl ancl nutr.itiorr sccurity in thc Ilorn of Africa (Djibouti, Kcuya, Sontalia and South

Sudan). 'l'hc progrzm aims to incrcasc sustainablc productivity and agropastoral

production systcnrs; increasc incorncs fionr agropastot'al valuc chains; arrd cnhance thc

adaptive capacity of the people to preparc for and nlanagc clinutc change risks and

var-iatio1r. Whilc this is a cross-border projcct, project spcificity is lackinS. In addition,

having bccn signcd in lbbruary ZO2Sr latc rcporting of thc loarr inrplics a lack of

aclhcrence to the PFM Act, poor rcporting practiccs, and lack of adhercncc to fiscal

planning in the acquisition of loans. furthcrurorc, the loan rctrtains utrdisburscd

irrrplying that conrmitntcnt flces wcrc incurtcd.

d. Waste to water man4gement at rqke Victoria Sorth OGhs. Z.46bd11ion- Undisb'urscd)

3.I I. 'l'his is a coulmercial loan aurounting to Kshs. 2.46 billion' It is a conccssiotral loan

proviclecl by thc Govcrnment of the ttdcral Rcpublic of Gcrntany to intprovc wastcwatcr

ancl water managenrcnt in Kisii and Kcricho. Whilst thc conccssional loan is

t4 I Rrblic Debt and hivatization CommitEe Rcport on loans contrasEd by thc National Gorrcrnmcnt
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charactcriz.cd by a low-intcrcst ratc and a long gracc pcriod, the rcport docs rrot providc

spccific projccts to bc ttndcrtakctr.

e. Rrral trGn)ra Financial Inclusion tacility - Kshs. 2.59 billion (Partially disbursed -
rchs. 38.34 Million o 1 Percent)

5.12. 'l'his loarr was signed on Zncl Junc 2A22 and is financcd by thc Intcrtlational t'und for

Agricultur.al Dcvelopnrcnt (IIAD). It is valucd at Kshs. 2.59 billion and aints to financc

thc Rural Kcnya l'inancial Inclusion Facility Projcct.'the project itttcnds to incrcasc rural

financial inclusion and grccn invcstnrcnts by agriculturc valuc chain stakcholders,

prontotc cquitablc cnrploynrcnt opportunities, procluction systcms, and incrcasc incot'ttcs.

This is a concessional loan with a 9.5-year gracc pcriod and Euro rcpayntent installntents

to bcgin in 2032 and 2042. Evcn though it was signcd in Junc zAzz,less than I perccttt

of thc loau had bccn disburscd uscs of thcsc rcsoulccs havc not bccn providcd and thc

cxpcctcd inrpact on undisburscd balanccs has not bccu providcd. 'l'his indicatcs all

irrcfficicnt supply of financial rcsourccs and in an irregular llranncr to cnablc timcly
projcct intplcmcntation.

f. Food security and youth emplolrment in western kn)ra tk tlgh local climste
rcsilience project (Kshs. 4.25 billion - undisbtrned)

3.1 3. 'l'lris loan was signcd on I srh Deccmbcr 2022 belwecn thc Sovcrnnlent of Kcnya and thc

Govcrnnrent of thc t'cdcral Rcpublic of Germany. It is worth Kshs. 4.25 billion and is

intendcd to financc local clinutc rcsilience projects in western Kcnya to addrcss foocl

sccurity and youth enrploymcnt. The projcct aims to financc performancc-based grants

to countics in wcstcrn Kcnya, to plan, inrplentcnt, and trronitor climatc resilient

invcstmcnts with a focus on agriculturc relatcd activitics as wcll as national level

activitics that strcngthcn clinratc changc nunagcmcnt by thc national Sovcrnntcnt.'l'his
is a conccssionat financcd loan with a 6-ycar gracc period. Dcspitc thc favorablc

finaucing tcrurs, thc loan had not becn disburscd as at the timc of subntission of thc rcport

to Partianrcnt indicating incfficicnt use of conccssional finarrcing to addrcss clinmtc

changc rclatcd urattcrs. Furthcrnrorc, thcre is no projcct-spccific informatiotr provided

to facilitatc a cost-bcncfit analysis of thc loan.

g. Program for Pnornotion of Enhc,preneurship and Employment (Centre for
Entneprencurship) - Kshs. 3.55 bitliorb undi$urscd

3.14. 'fhis bilatcral loan was signcd on 22"d Dccentber 2O22 bclwecn the GOK and thc

Govcrnnrcnt of thc lcdcral Rcpublic of Gcrttmny. Worth Kshs. 3.55 billion, thc loan aints

to finarrcc thc prourotion of llntreprcncurship and Entployntcrrt through thc

cstablishmcnt of a ccnter for entrcpreneurship (including satellites) with its intcgratcd

vouchcr. systcnrs. Whilst the rcport does not provide further details, thc progrant aims to

intprovc thc enrployability of yount peoplc through prontoting nurket-bascd

cntrcprcncurial nroclcls, pronrotion of scrviccs for entrcprcncurial skills, and

inrpr.ovcnrcnt of acccss to nccds-bascd financial scruiccs. Dcspitc having favorablc

conccssioual tcrttrs, tltis loan rcutaitts ttndisburscd'

t s I fublic Debt and Privatization Conunittec Rcport on loans contracEd by thc National C.ovcrnment
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tL Second Irnformal Settlements Imprunementr Pnojest (KISIP-Z) - Kshs. 6.16 billion -
undisburs€d

3.1 5. This loan, worth Kshs. 6.2 billion, is financed by the Agencc l'rancaise dc Dcvelopntcnt/

Frcnch Development Agency for thc KISIP-2 projcct. Currently, the KISIP-2 is a County

Governnrent support protranl that rcceived Kshs. 2.6 billion in FY 2022/ 23 and Kshs'

3.3 billion in Pt 2023/24, and financed by the World Bank. 'fhc disburscntcttt to

counties is undertaken through the County Governntent Additional Allocations (CGAA)

Act,2022. Disbursement of this loan nray rcquire atrtendment of thc CGAA hct 2022 or'

inclusion in the CGAA Btll 2OZ3 to be disburscd in ty 2023 / 24 .

3.16. 'l'hc projcct aiuts to facilitatc coutlty govcrntttents irr thc followirrS:

a) Planning for tcnurc rcgularizalion and social/cconoutic inclusiotr;

b) Infrastructure upgrading focuscs on invcstntcnt in scttlcntent lcvcl infrastrttcturc,

and, where neccssary, extcnsiorr of trunk infizstructure to scttlcutents;

c) Institutionalizing slunr upgrading through institutional and policy developmcnt at

national and county levels;and,
d) Projcct Managenrent and Capacity Building through technical assistancc, training,

workshops, and other capacity-building activities aimed at enhancing the ability of
national, county, and comntunity teanm.

4. Irlarc oonfraffibetween Jarnnry and' Apnl 2023
4.L 'the rcport was tabled on 14th June 2023 and indicated that by the end of Aprll2023,

fivc (5) new loans worth Kshs. 64.8 billion had bccn contractcd bctween thc governntcnt

and one (I) bilateral, thrce (3) nrultilateral, and onc (1) comtucrcial crcditors.'fhc Kshs.

64.8 billion also inclucicd loans contracted outside the quartcr. Thcsc are loans signcd in

May 2A22 between thc Governnrcnt of Kenya and thc African Dcvcloptrtcnt Bank' Therc

is thereforc a concern about thc omission of public dcbt in quartcrly t'epot'ts that could

distort the overall reporting of public debt.

4.2. The African Developnrent Bank (ADB) was thc largcst crcditor providing Kshs. 30.52

billion ot 47 percent of the amounts borrowed during the period. Othcr iuportant

firrancicrs included the syndicatcd 'l'crnt Facility (Kshs. 27.57 billion or 43 pcrccnt) and

the Fedcral Governnrcnt of thc Rcpublic of Gcrmany (Kshs. 6.71 billion or 10 pcrcctrt).

4.3. A revicw of the currcncy conrposition indicatcs that the loans wcrc signed undcr thc

African Development Bank unit of account - UA G7 percent - Kshs. 30.52 billion)

followed try the EURO ancl the USD. Nevcrthcless, over 90 pcrccnt of thc loans signcd

cluring this pcriod will be rcpaid in Euro. All factors held constant, this could indicatc

increascd cxposure to currcncy variations (as thc loans wcre contracted in UA but rcpaid

in Euros), incrcasecl intcrcst payrnents, and refinancing cxpcnditures givcn that thc

cxchangc ratc is Kshs. 153.66 pcr l)uro conrpared to Kshs. 140.43 pcr dollar, as of Junc

29,2023.
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4.4.
i.

ii.

i ii.

iv.

vi-

4.5.

a.

4.6.

4.7.

b.

4.8.

4.9.

In the rcviewof thc rcPor! the fu[orving is noEd:
'l'hc rcport clid not adhcrc ftrlly to thc rcporting rcquirctttcnts undcr thc Pt'M Act. l'hat

i.s, it clid not proviclc infornration rclatcd to: statcltcltts of loan balatrccs carricd down;

drawings ancl aurortization of ncw forcign loans, or inforntation on all loans trtadc to

thc natiorral govcnlnlcrlt, national govcrnntcut ctrtitics, and county Sovcrnnlctlts.
'ftrcrc was no information in thc subrrtittcd rcport indicating thc disburscnlcnt ratc pcr

loan.
'l'lrc loarr arllounts accrucd during this period will fall duc frout 2025 thtough 2051;

'l'hcrc arc ccrtain financial tcrms that might hidc thc truc cost of a loan. Such tcruu

include: lcnding margins, conrnritnrent fees, fi'ont-cnd fees, nuturity prentium, service

fccs, and commitutent chargcs anlonS othcrs,

'fhc infornration providcd is not specific, that is, it does not providc details such as

projccts, outputs, activitics, and implementation pcriod (singlc or multiple-ycar
projccts).

Variation of thc use of cun'cncies is noted for ccrtain loans. 't'his is indicatcd by loan

contracts that havc diffcrcnt currcncies during loan acquisition and repayrrtent.'Ihis

rcquircs prudcncc to prcvcnt thc inclcasc of dcbt scrviciug expenditurcs owing to

cxchangc ratc dcprcciation.

Specific detaik of the loans arc as bllowr:

East Africa's centers of excellencc for *iIIs and tertisry education in biomcdical
rciences - fhasc I (Additional Enmciry)
'l'hc loan, anrounting to Kshs. 2.56 billion or UA 14 rrrillion, was signed on Srh Aptil2023
bctwccn thc Govcrnnrent of Kenya and the African Development Fund (ADF). It is

intcndcd to contribute to thc dcvclopment of a relcvant and highly skillcd workforrcc in

biomcdicat scienccs to nlect thc tlast African Comntunity (EAC) inrmediate labour markct

nccds and support thc inrplcnrcntation of thc IiAC's fi'ee [abour markct protocols.

't'lrc loan will bc rcpaid in 30 cqual scnri-annual rcpayntcnts of EUR 343.6 thousand front

lil Scpterrrbcr- 2029 through 1,tMarch 2054. 'l'hc Intcrcst rate of thc loan is I pcrccttt

pcr annunl and thc servicc charge is 0.75 pcrcent pcr annum on disburscd loan balancc.
'l'hc conrnritnrent chargc ratc is 0.5 pcrccttt pcr anllum on thc undisburscd loan balancc.

Olkarb I & w Uprating Geothermal Pnoject

'fhe loan, valucd at Kshs. 6.71 billion (EUR 45 Million), is intended to financc thc

upgrading of the gcothcrnral power plant Olkaria I & IV. It was signed on 28tl' l'ebruary

2023 bctwccn the Govcrnnrcnt of thc ltdcral Republic of Gcrntany as the lcnder and the

Govcrnr-pcnt of Kcnya as thc borrower.'Ihc loan will bc rcpaid in twenty (20) instalntents

of liUR 2.14 million firom lStr' Dccember 2027 through to lSth June 2037 and one (l)
instalnrcnt of EUR 2.14 on 1Sth Dccentber 2037.

'l'he intcrcst rate of the loarr is 6 months Euribor plus a margin of 0.25 pcrcent per

annunl. 'l'hc commitnrent chargc ratc is 0.25 pcrccnt pcr annum on undisbursed loan
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c.

4.I0.

4.11 .

4.12.

d.

4.13.

4.14.

e.

4.15.

anlounts. l'urther, there is a onc-timc lunrpsurn nmnaSenlcnt fcc of 0.50 pcrccnt of thc

loan anrount.

Syndicated Term Ioan Facility the parties b the loan

'fhe loan was signed on Sth Aprll2023,valued at Kshs. 27.57 billion. This is brokcn down

into USD lOO Million for facility B and EUR 93 nrillion for facility C. It was signed

bctwcen the Govcrnntcnt of Kcrrya and Citibank, N.A. (London tlanch); Rznd Merchant

Bank (a division of t'irstRand Bank Limitcd - I.ondon Branch); thc Standard llarrk of .South

Africa Linritcd; and thc Standard Chartcred Bank.

'Ihe facility B loan will be rcpaid in six (6) cqual monthly instalnrcnts of USD I6.67
nrillion froru 15'h April 2025 through to 1Sth Octobcr 2027. l'acility C will bc rcpaid in

6 equal nronthly insLalmcnts of EUR 15.5 million front 1Sth April 2025 thtouglt to l Sth

October 2027. The interest ratc for both facilities is a ntargin of 5.4 pcrcent per annunr

plus a tcrnr reference rate on thc disbursed loan balance. The borrower is required lo pay

an up-front fee and ag,ency fee in thc anrount and the tintes agreed in a fec lcttcr.

Even though thc rcport indicatcs that the loan is intcnded to fund the developrtrcnt projcct

as well as any fecs, costs, arrd cxpenses incurred in connection with the financc

documcnts, a brcakdown of the specific expenditures to be incurred is not provided,

including thcir expected economic or financial inrpact.

Multinational tlorn of Africa lsiolo - llladrd,efl Corridor EL WAK - Rhamu Road

Upgrading hoject- Kchs. 9.65 billion
'Ihc loan was signed on gth May 2O2Z bctwccn thc African Dcveloptrrcnt Bank and thc

Govcrnnrcnt of Kenya. 'fhc loan was intcndcd to intprovc road transport and tradc along

the lsiolo - Mandera corridor by reducing tmvel timc and vehiclc opcrational costs and

to inrprcvc road traffic safety along the road.

'l-hc anrount of the loan is UA 64.66 rnillion or approxinrately Kshs. 9.65 billion. It will
be repaid in 34 equal semi-annual installments of EUR 1.9 nrillion fi'om 1Sth May 2030

to 15 November 2046. The interest payable on the disburscd loan balance shall be a

pcrcentage rate per annunl to the sunr of: thc Floating basc ratc; lending nutgin; funding

cost nrargirr; and maturity Prenriurrr twcnty (basis) points per annum. The contmitlrrcnt

chargc rate is 0.25 perccnt pcr annunr on thc undisbttrscd loan balancc. In addition,

therc is a front-end fec on thc loan amount at a rate equal to 0.25 pcrccnt of thc loarr.

Multinational Horn of AfricE lsiolo - Mardcra Corridm: EL WAI( - Rhamu Road

Upgradiry nloject - Kshs. I8.S1 billion
'fhc loan was signcd ol1 srh May 2022 bctwccn thc Africarr Dcvcloputctrt fund and thc

gove1r1l1lcnt of Kcnya ancl is worth UA I0O Million or approxinratcly Kshs' 18.32 billion'

It will be rcpaicl in 50 cqual scmi-annual installntcnts of EUR Kshs. 2.45 Million fronr

Isth May ZO27 to 15th Novembcr 2051. Tlrc intcrest ratc of the loan is 1 percent pcr

annrllr on the disburscd loan balanccanda servicc chargc of the loan is 0.75 pcrccnt

per annunl on the disburscd loan balance. The contnritntcnt charge rate is 0.5 percent

per annunl ou the undisbursed loan balance .
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4.16. 'l'[rc loan was intcndecl for the inrprovcntent of transport and tradc along the lsiolo -

Manclcra corriclor by rcducing travcl tiutc, vclticlc opcrational costs, and road traffic

safctY.

5. Subrnissions by the Natiqral freasury

In tltcir subutissiou, thc Cotttntittcc was irTforntcd that:

5.1. 'l'hc report on rlcw loarrs is aligncd with thc rcquircutcnts of Scctiotr 31 of thc Public

l'inancc Managcrrrcnt Act, 2012. furthcr inforntation rclating to projcct-lcvel reporting

such as pcrformancc indicators, output targets, and spccific activitics are containcd

under rcaular Monitoring and Evaluation Rcports by thc State Departureut for Econotrdc

Planning.

S.Z. projcct appraisals arc gcnerated by linc nrinistrics and subnritted to the Cabinct for

approval bcforc sourcing for firrancing by thc National Trcasury. l'urthermorc, thc

statutory rcporting under Section 3I (3) of the PFM Act does not rcquire the submission

of project appraisal rcports to Parliament.'fhc reports nmy be supplied by implententing

MDAs who own thc rcPorts.

S.3. No county govcrntllent has contracted any loans sincc thc enactntcnt of thc PFM Act,

2Ol2.lurthcrmorc, it was notcd that any bort'owiry by county SovcrnnlcnB would

rcquire thc guarantcc of thc National Governntetrt and thcrcfore thc apprcval of thc

National Assenrbly.

5.4. 'lhe non-pcrfornring loans rclatc to on-lcnt loans to National Govcrtrtrtcnt entities that

are facing financial challenges and are unablc to continue sewicing thcir debts. On-lent

loans arc considcrcd asscts to the National Govcrnmcnt and not liabilities as thcy at'c

rcpaid backto the Govcrnmcnt.

S.5. Evcry four months, thc National Treasury submits a repod on new loans to Parliamcnt.

llowcver, further infornntion nray be obtaincd from thc Quartcrly Econontic and Budget

Rcvicw, Annual Debt Managcnrcnt Report, the Budgct Review and Outlook Paper, and

thc Budget PolicY Statcmcnt.

5.6. Disbursemcnt of a loan is dependcnt on the fulfillnrent of sct conditions by the

implemcnting agencics

5.7. lixport Cr.cclit Agcncics (ECA) arc private or quasi-g,ovcrntnental institutions that act as

intcrmccliarics bctwccn national g,ovcrntrtcnts and exportcrs to issrtc cxport financing.
'l'his can takc thc forur of crcdits (financial support) or crcdit insurancc and guarantees

(purc covcr) or both, dcpcnding on thc mandatc thc ECA is givcn by the Goveruntcnt'

ECAs cxanrplcs includc: ES-EXIM Bank,JBIC of Japan, I:ULER IIERMTS of Gcrutany, EDC

of Cantda,and DXIM China. Examples of projccts include thc Standard Gaugc Railway

whose financicr is thc Exim Uank of China, thc guarantec providcr is Sinosurc (ECA))

and thc Sovcrnnrellt is the borrowcr.

5,8. Chargcs on loans valy fi'om lcnder to lendcr bascd on the lcnding policy. Most lendcrs

chargc various fees as part of the loan cost, in addition to interest chatges and principal

rcpaynlents such as lending margins, and charge fees as part of their lending policy.
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Other lcndcrs also charge onc-off front-end fccs while coutntittttcnt fccs arc chargcd on

the un-disbursed portion ot the loarts.

5,9. Comnrcrcial loans or budget support loans arc disburscd in full after condilions

precedcnt are nret while othcr loarrs arc disburscd over a givcn pcriocl bascd on projcct

inrplcurentation.

5.10. The rcporting cyclc is not consistent with thc fiscal ycar associatcd with othcr

govenlltlcllt documents due to the tinring of the start of the reportinS on new loans. In

addition, thc signing of loans can take place at any tiure within the fiscal year but thc

disburscmcnt of thc loans can only take place if the loan is includcd in thc budgct

estinrates.

6. Submissiqrs by ttrc Contnoller of Budtet

L)uring the engagcnrcnt, the Contmittec was informed that;

6.1. Most loans signcd during this pcriocl havc agrace period which allcviates the pressurc

on servicing the loans in thc short tcrnr. Ilowevcr, oncc this pcriocl elapscs, the payntcnts

all tall duc at thc santc tirrre.'l'his will put nlol'c prcssurc otr loau servicing at that titttc as

othcr oldcr loans arc also being scriccd. Most of thc loatt paylnctlt start datc is lY
2027/28, and this is also thc ycar thc country will be conducting thc next gcncral

elcctions.

6.2. Thc loans signcd during thcse periocls need to have thcir functions clearly dcfincd. Thcrc

is ambiguity in thc prog,ranl being financed and consequcntly, uronitoring, cvalualing,

and auditing thc prograttts will be contplex.

6.3. Sonre loans are signcd on bchalf of profitable senti-autonomous Sovernnlcnt agencics.

The National Treasury should not enter into loan agreements on bchalf of thcsc cntities

but providc a guaranlce to cnable the agcncics to access additional financing and reducc

debt scrvicing expcnditurcs as the cntities thcnuclvcs will bc liablc for dcbt scrvicing.

The Contnollcr of Budtpt made the b[owills rccommendations:

6.4. Loans signcd on behalf of other agcncics that generatc rcvenue should bc guarantecd

loans, ancl thc National 'l'rca.sury should cnsurc that thcsc agcncics pay off thcsc loans.

6.5. Thc Public Dcbt Mana.gcnrcnt Officc should cusurc that thcy havc cash flow projcctiorts

that witt cnhancc the planning of ncw loan ncgotiatious and payntcnts of botlt cxistin3

and ncw loans signcd.

6.6. Robust projcct planning with clear tinrelincs and detailed cost estinrates will rcducc thc

risk of clclays loan in clisburscnrcnt. Thc Government should invcst in projcct pt'cpamtion

facilities to cnsure that projects arc rcady for financing bcforc sourcing fundirtg.

6.7. 'l'hcrc is a need to consistcntly dcvelop the capacity and expcrtise ol thc Sovcrttutcnt's

financial anc{ tcchnical teams to facilitate favorable loan ncgotiating by rTtappinS specific

pr.ojccts to relevant financing typcs. For cxantple , social projects should solely bc financcd

through highly concessional loans, while contmcrcial projccts that gctrcratc incontc can

be fundcd using comtrtercial loans'
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6.g. tinhancing transparcncy ancl governarlcc through a transparcnt aud accottntablc systcttt

is critical in builcling trust with lcnc{crs, Icndcr confidencc dilcctly ittrpacts thc pcrccivcd

risk and subscqucnt cost of lcrrding.

6.9. Rcgularly coprnrunicating and coordinatitrg with lcndcrs can hclp undcrstand their

rcquirclrcnts ancl collccrns. 'l'his witl foster a sttongcr rclationship and facilitatc

sntoothcr loan disburscnlcnts.

6..10. 'l'hc national tovcnlnlcnt should dcvelop a contprehensivc risk assessntent atrd

nritigation plan to rcassurc lcnclcrs about potential challcngcs and how they will bc

addrc.sscd.

6,I l. '[he govcrnmcnt should lcvcragc technology through inrplentcnting diSital solutions for

financial transactions, monitoring, arrd rcporting.'l'his can strcatrtlinc processes, rcduce

papcrwork, and improvc cfficicncy.

7. Commitbc Ob,senntions

tn vicw of thc abovc, thc Conturittce obrcrvcd thc following:

T.1. 'thc subnritted rcports lack projcct-spccific infornmtion t'cquired to guide policyntaking

ancl ovcrsight, which inclicates low levels of transparency and accountability. In addition,

adhcrcncc to Section 31 of thc PFM Act,2O12 should have been guided by reporting

uncler thc Progranr Barcd Budgeting ntodel and should indicatc thc implcnrenting

Agcncics, Kcy Perfornrance Indicators (KPls), output tarSets, and activities, among othcr

factors. If provided, this information will pronrotc public finance decision-nraking

capacity by thc National Asscnrbly.

Z.Z. As pcr thc rcports, only thrcc (3) loans totaling \{shs.24.Z billion, prinlarily commcrcial

loans, had been partially disbursed thus indicating an cstintatcd disburscntcnt latc of l1

pcrccll.'l'his inc{icatcd that 89% of thc loan rcsourccs, dcspitc bcing signed for, remaincd

under thc accounts of thc crcditors by the tirnc the rcports wcrc submittcd to the National

Asscprbly. It is notcd that timely and full disburscntcnt of loans is critical in not only

cnhancing project financc but also addrcssing the ongoing liquidity and foreign

exchangc intbalanccs.

7.5. Non-disburscmcnt or partial disburscntent of funds in the reports indicates a general

inability to efficiently use concessional financing which is critical for projects with low

rcpaying capacity (c.g., social/clinutc change projects) but contributc to cconontic

dcvclopntent;

2.4. A numbcr of projects (unknown as projcct-spccific infornution is not providcd not

attachcd to thc rcports) would bc affccted duc to non-disbursenrcnt or low disbursentent

of loans. This coulc{ affcct the absorption ratc of loans contractcd alongsidc thc increa.scd

probability of incurring courutitntcnt fccs;

T.S. 'l'hcrc was no follow-up rcport on the disburscntcnt of loans nor any itrformatiou on

Ioans brought forwarcl, carricd down, and drawiugs from onc quartcr to another. This

nrade it inrpossible to asceriain whcther the loans contracted werc eventually disburscd

or not;
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7.6.

7.7.

7.8.

7.9.

7.10.

7 .11.

Submission of rcports to Parlianrcnt did not follow thc fiscal ycar rcporting cyclc
(quarterly) adhered to by other reports under Kenya's Public Finattce Mauagcntcnt

Framework. This rnisalignnrent distorted the tracking of reported loans and thcir
disbursenrent. In addition, loan reporting should bc linked to the financing of thc fiscal

deficit of a particular year, in line with that ycar's sector working Sroups financing

requirements.

't'here is partial adhcrcnce to Section 31(1) of the Pt'M Act 2012, which nrandates thc

Cabinet Sccretary to submit to Parliaurent, every four ntonths, a report of all loans ntaclc

to the uational governnrent, national governnterrt entitics, and county governntcnts. This

has not bcen adhcrcd to as thc rcports subnrittcd to Parliantcnt only contain inflorumtion

on Exterpal loans and lack dctails on donrestic loans and borrowing by governmcnt

entities. Notably, thc Controllcr of lludgct Rcport indicatcd that as of Junc 2022,thetc
werc Kshs. 218.8 biltion in non-pcrfornring, loans chargcd against various Sovcrnntcnt
cntitics.

'l'hcrc is partial adhercnce to Scction 3l(3) of the Pt'M Act 2012.'l'hc rcports do not

providc information on thc loan balances brought forward, carricd down, drawings, and

antortizations on nel loans obtained fronr outside Kenya. As such, the Committec could

not deternrinc the disbursement ratc and thc ovcrall impact of the new loans contractcd

on thc ovcrall stock of dcbt;

Thcre was no information provided on project appraisal, evaluation of the sustainability

of the projects, and the capacily to gcrrcrate financial or cconontic t'cturns to repay thc

loans;

There was no infornration providcd on thc usc of the Ccntral Bank ovcrdraft facility or
the usc of Export Credit Agencies (ECA) indicating thc possibility of contingent liability

exposurc; and,

In this rcgard, thc cornmittee notcd that rcfornts rclating to public debt uranagcntcnt havc

lagged behind evcn as strides arc madc in other arcas of public financc nlanaSclllent such

as through cnhanced prrrcedurcs for revenue collection arrd expcnditurt dctcrntination.

Major gaps are still prevalent in the lcaal franrcwork relating to reporting, transparcncy,

and accountability in loan acquisition and efficient usc of the sante.

S. Committee Rccommendatkvtts

In view of the above, the Contntittee recontutends that

8.I. Subsequent rcports to bc subnrittcd by thc Natior,al'l'rcasury should cnsurc full
compliancc with Scction 31 (1) & (3) of the P['M Act,2012. In particrtlar, thc National

Trcasury should ensure that thc rcports indicate all loans nudc to thc national

governlllent, national govcrnment cntities, and county Sovernnlents, as wcll as loan

balanccs trrought forward, carricd down, drawings, and antortizations on ncw loans.

8.2. 1'hc quarterly re ports, referred to undcr Scctions 31 ( 1) and 31 (3) arc part of thc financial

stateurcuts rcfcrrcd to unclcr thc Public ['inatrcc Managetrtcttt Act, 2012. As such, thcy

should follow thc fiscal ycar calcndar cyclc, which is adhcrcd to by othcr Pl'M docuntcnts.

Thc two rcports rcfcrrccl to undcr Scctiott 3l of the PFM Act 2012 should thcretbrc bc

guidcd by the following dcadlirrcs:
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8.3

8.4

8.s

8.6.

8.7

ti.8

8.9.

v. euartcr onc (July - Scpterrrbcr) Rcport 'l'hc dcadlirte for subutissiott i.s 14 days

aftcr thc cnci of thc quartcr;
vi. euartcr two (Octobcr - Dcccnrbcr) Rcport 'l'hc dcadlinc for sttbntissiou is 14 days

aftcr thc cnd of thc quartcr;
vii. euartcr thrcc (fanuary - March) Rcport 'thc cleadlinc for subtttissiott is l4 days

aftcr thc cnd of thc quartcr; and

viii. euartcr ['our (April -June) Rcport - Thc deadlinc for subtrtission is 14 days aftcr

thc cnd of thc quartcr.

In addition to the PFM Act 2Ol2 provisions, thc rcports indicated abovc shotrld also

includc infornution related to:

iii. Report on the usc of Export Credit Agencies (ECA) and rcspcctivc contingcnt

Iiability cxposurc. This will includc contracts signcd, cxpcctcd bcncfits to thc

country, alcl any tuaralltcc offcrcd should be subject to thc approval of Parliantcnt;

and
iv. Rcport otr thc usc of thc Ccntral Bank ovcrdraft facility'

euartcrly reporting on projcct/protram loans shoulcl bc guidcd by Progrant lJascd

Buclg,cting principlcs (to irrdicatc lrrrplcntentitrg Agcncics, Kcy Pcrforntancc Indicators

(Kpls), output targcts, thc activitics) and the rcspectivc projcct valuation, appraisal, and

asscssmcnt rcports should bc attachcd;

tn ordcr to facilitate oversighl of debt and to promote transparency and accountability of

loan contracts cntcrcd into, thc National Treasury should attach thc contracts signcd

against cach submittcd rcport and should not enter into any contract that docs not adherc

to principlcs of Public finance as sct undcr Article 201 of thc Constitution;

As fronr thc date of adoption of this report, the Natiotul Treasury should prioritizc thc

sourcing and disbursement of concessional financc. Concessional finance contains a

grant clenrent, inrplying that largcr borrowing can bc sourced with minimum impact on

dcbt sustainability by rcducing thc refinancing and itrtcrest rate risk;

A rcvicw of thc scctors financcd by loarrs borrowcd during this period indicatcs that thcy

targcted scctors with greatcr social returns but ntininrunt finattcial rcturns. Extcrnal

borrowing should bc drivcn by financing rcquirements for scctors or dcvclopntent

projccts that pronrotc export-driven production in ordcr to addrcss forcx exchangc

inrbalances;

'l'hc National 'lrcasur.y shoulcl aclclrcss factors that affcct timcly and full disburscntcrrt of

loal financing and subnrit a rcport to thc National Assctttbly, within 60 days of thc

acloption of this rcport, itrclicating actions takcn to increasc the cfficicnt disbursentcnt of

loan financing;

Not latcr than thirty (30) days aftcr thc cnd of each financial year, Ministries, Statc

Dcpartrncnts, and lrnplementing Agencics (MDAs) rcsponsible for thc projccts for which

loans havc bcen obtaincd, should subnrit a rcport to the National Assenrbly indicating

nleasures taken to cnsurr timely and full disbursentent of all thc loans in thcir purview.

Thesc rcports should be considered by the Public Dcbt and Privatization Contmittee and

a rcport should bc subnrittcd to the llousc within thirty (30) days;
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ra Within nincty (90) days, thc National Trcasury should fully digitalizc thc loan approval

and monitoring system to enhancc rcporting, transparency, and accountability. This

should also include training of technical personncl and the cstablishment of a systent that

is accessible to other public finance tnanagement institutions such as thc Ccntral Bank of
Kenya, the Office of the Controller of Budget, and the Officc of the Auditor Gcneral;

As fionr ?t 2024/25, at the end of the Sector Working Group enEatenlent, the National
Treasury should submit to the National Assembly a report containing thc lisl of potential
projects for which loan frnancing will be contracted, the potential crcditors, and thc

respective loan ternrs. This rcport should also indicate timclines for projcct valuation,

appmisal, and assessmcnt; and,

Arising fronr 8.1 1 abovc, a final list of projects to bc financed through borrowittg should

be submitted, to the National Assembly, alongsidc the annual Mediunt '[erm Dcbt
Managenrent Strategy.'l'he list should bc rcconcilablc with thc dcvelopnrcnt budgct and

thc fiscal dcficit.
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