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CHAIRPERSON'S FOREWORD

The 2022 Medium Tenn Debt Managcment Stategy 04TDS) was tabled in the National Assembly

on Thursday, 2"d Dcccmber, 2021 pur:suant to Section 33(1) of the Public Financc Managcment Act,

2072 and Standing Order 232(1).In line with Standing Ordet 232(6), the MTDS rvas committed to

the Budget and Appropriations Committee to examine and make recorntnendations for approval by

the House. I am pleased to inforrn this I-Iouse that the Cornmittee has adequately fulFrlled its mandate.

It is thereforc my honour to prescnt to this I{ouse, the committee's rcport on thc 2022Medtum Terrn

f)ebt Management Sttategy (I\,{TDS).

It is irnportant to note that this is the fust timc the cornmittee is submitting a separate report on the

Mediurn Terrn Debt Management Strategy. Previously, the ptactice of the committee was to submit

one report encompassing recommendations on the Iludget Policy Statement (BPS) and the Mcdium

Term Debt Management Srategy (IVITDS). I{owcvcr, the committee decided to change thc approach

in order to broaden the understanding on effects of borrorving and public debt accttral, on econorrric

grorvth, taxation and intetgenerational incotne equiry.

The2022 MTDS provides the basis of the chosen stlategy for Frnancing the fiscal deficit of IGhs 846.1

Billon for FY 2022/23, as contained in the 2022 Bl'>S. The MTDS evaluates various borrowing

sh:ategies, taking into account thc inhcrcnt risks in the existing debt stock. The purposc of this

cvaluation is to ensure specifrc dcbt managemellt objcctives arc met. f.'hcsc includc: i) rcduction of
cost and risk, ii) developmcnt of dorrcstic markct institution and iii) ensuling cquitablc sharing of debt

burden berrveen curtcnt and fututc gcncrations.

Tlre stratcgy providcd in thc 2022M'|DS is a shift from prcvious bott:o'nving su:ategies as it favours

dre domestic market ovcr drc cxtcmal to financc the budget. f'his rvill cushion the dcbt stock frotn

volatility in the global Frnancial markets. In addition to the borrowing mix, the 2022 MTDS has

proposed a raft of measurcs to promotc developmcnt of the domestic rnalkct and institutions in order

to enhance domestic rnarket efficiency and providc sufficient access to credit financc by bodr the

public and privatc scctors. Thcsc refortns includc, among othcrs: cnhancing mat:ket infrastructutc

through autornation, a l1crv centlal secur:ities dcpositorl, s)rstetn b), tlr" CllK, publication o[ auctiou

rules and guidclines for govcrnment securitics malkct, cnhancement of t-reasur:y bonds bcnchmalk

program and sctting up of over-thc-counter trading platfonn to complcmcut the Nairobi Securitics

Exchange.

PROCEDURE FOR REVIEW OF THE 2OZ}BUDGET POLICY STATEMENT

I'he Cornmittee held cxtcnsivc discussions with thc National Treasuty and examined the critical

aspects of the 2022 MTDS, taking into account dre currcnt debt stock and prcvious tnedium-tcnn

debt strategies. The recornrnendations arisirrg frorn thesc dclibetations havc becn incorpotated in this

reporr. Once appro\red, the 2022MTDS is expected to inforrn the countr-y's borrorving stratcgy in the

coming financial ycar: and over the ucdiutn tcttn.
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PREFACE

1. Establishment and Mandate of thc Committec

Article 221 (4 and 5) of the Constitution and Section 7 of the Public Finance Management

Act,2OT}provide for the establishment of a Committee of the National r\ssernbly rvhose tnain

role is to take the lead in budgetary oversight by the National Assernbly.

1,.1

1.2 Pursuant to this constitutional provision, Standing Otder: 207 establishes the Budget and

trons sp

2

2.1

i. Investigate, inquirc into and report on all tnatters telating to coordination, control and

monitodng of the national budget;

ii. Discuss and review the budget estimates and makc recotnmendations to the House;

iii. Examine the Budget Policy Statemcnt ptesented to drc Ilousc

iv. Examine bills relatcd to thc national budgct including appropriation bills;

v. Evaluate tax estimatcs, cconomic and budgetary policics and progralnftIcs rvith duect

budget outlays; and

vi. Examine the Division of Revenue Bill.

Mcmbcrship of thc Committcc

Pursuant to Standing Ordel 207(2), the Budget and Appr:opriauons Committee as cut:l:cndy

constituted comprises of the following I-Ionourablc Mcmbers:

PARTY

Jubilcc

Jubilcc

Suba Sourh

Navakholo

Wajil: County

ICgurno

Eldarna llavinc
I(apcngur:ia
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Kitutu Chachc South

I(irui Ccntral
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2. I{on. Bcnard Masaka Shinali, M.P. - Vicc

Chaitpcrson
3. Ilon. CPAJohn Mbadi, EGI-I, CBS, M.P.

4. I{on. Emmanucl \Wangrve, CBS, M.P

5. I{on. Fatuma Gedi Ali, CBS, M.P.

6. I{on. Wangari Mrvaniki, OGW, M'P

7. I{on. CPA Moses I(. L,essonct, CRS, M.P

8. I{on. Samrvel Moroto, M.P.

9. I{on. Millic Odhiarnbo, M'P'

10. Irlon. Richard Onyonka, M.P

11. I-Ion. (Dr.) Makali Mulu llcnson, M.P.

72.ILor. Trvalib Bady, M.P'

13. I'Ion. Jude Niorno, M'P.

14. I-Ion. Sarah Paulata I(orcre, M'P.

15. I{on. Josephine Naisula Lesuuda, OGW, M'P

16. IJon. r\lfred I(ptoo I(etcr:, M'P

17. I-Ion. Sakwa Ilunyasi, M.P.
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I. INTRODUCTION

1. Article 201 (C) of the Constitution provides that the butdens and benefits of the use of resources

and public borrorving, should be shared equitably between present and future generations' This

places a requirerrrent therefore, for prudent and sustainable management of costs and risks related

to public borrowing. To this extent, the Medium Tetm Debt Management Strategy has been

designed as a public finance management tool to facilitate decision making based on; i) dre

evaluation and managernent of public debt related risks and ii) fiscal deficit financing tluough a

cost-dsk anal fiamcwork. The MTDS links Frnancing of Ftscal oudays with lnacroeconoruc

policy and maintenance of sustainable debt levels.

Z. The2022Medium Tenn Debt Management Strategy has been prepated subject to Section 33 and

Section 6aQ) of the Public Finance ManagetnentAct, 2072;as well as PFM Regulations 184 &

185. LJnder these provisions, the MTDS is rcquiled to provide the following infonnation:

i. dre total stock of debt as at dre date of dre statement;

ii. the sources of loans rnade to the national goverrunent and the natute of guarantees

given by the national govetnment;

iii. the principal risks associated with those loans and guarantees;

iv. the assumptions underlying the debt management strategy; and

v. -r\nalysis of the sustainabiliq, of the amount of debt, bodr acrual and potential.

II. KE}.IYA,S PUBLIC DEBT STOCK

Z. As at Septe mber 2027, the public dcbt stock amounted to I(shs. 7.99 trillion; a 19 percent increase

fi:om the Junc2020 dcbt stock level. Of this amount, dotncsLic dc[:t accountcd for:48 percent of
the debt stock rvhcreas external debt accounted for 52 percent. Further, at this level, the debt stock

accounts for 88.8% of the I(shs. 9 u'illion Debt Ceiling and has a Present Value(P\) of Public

Debt-to-GDP ratio of 64.2 against a thteshold of 55.

3. Going forward, forecasts by both the National Treasury and thc Parliamentaty Budget Officc

indicate that by June 2022, the debt stock will range between I(shs. 8.6 trillion and Ifths' 8.8

uillion. Furrher, it is estimated that by end of 2024, the public debt stock will have crossed the

IGhs. 10 trillion mark. Thus, without an amendment to the ceiling, the government would have

to maintain a balanced budget over the medium term. Taking into account the existing expendirute

nceds and with no significant incr:ease in teveuue collcction, an atnendment to the ceiJing may be

necessaly in otdel to cnsufe thar tlrese ueeds ate met'

11 
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III 2022.q:,l[(OIr0SED ITISCAI- I]ITAMI]WORK & TI'IE FISCAI- DEITICIT

tl. 'l'hc 2022 llurdsc t l).lic1'Statcrncr.rt ctrvisaqcs thc cx1-lct'rclitut:c pro)ccLi<>tls ftrl: thc trcxt fiscai )'clrr'

to al.r.loultt to I(shs. 3.34 tr.illi<ln ([<lr: both thc natl()llaI and c<)unty q()vcfnl]1cl1tsl. rllls ls zlg:tllrsr'

r.tal r.c*crr'c pr.6f ccri6r-r cstirrratccl at l(shs. 2.4 rr:illion; thcrcby crcatin.r; a fiscal clcficit of l(shs'

[i46 billiorr to l>c finltrcccl thr<>ugh bort:orvtt-tt1'

5 'l'ltc2022 Ill)S pr:<>jccts a glaclrral r:ccluction in thc fiscal dchcit ovcr: thc tr-rccliuur tct:ll'l ()1'r iICc()r'rllt

of fiscal consoliclati6n trrcasurcs. I'lorvcvcr, thc rcality is that cxpcnditurc Prcssul:cs duc to clccdon

relatccl spcnding, implcmcntation of a new admrnistration manifcsto and increased dcmancl for:

social scrvicc dclivcry coul<l malcc it clif:ficult to rcducc pr,rblic spcnding. lndccd, thc committce

no1ccl t:lr^t. r:isinq dcbt scr:r,icing cxpcnscs havc lcd to a gradual rccluction of thc fiscal spacc lcacline

t() c'cn rn,rc 1>.r:r<>rvilg in or:clcr to financc cxpcnditr,rr:c. Ir is cstitnatccl that lllc crtrrctrt clcl>t stock

oI I(slrs. 7.99 tr.illi<>n 
^s 

,rr Scptcrrll)cr: 2021 , will itrcut: I(shs.1.36 tr:illion in dcbt sct'r'icing

cxl.rcndi tur:cs (6 3,)/u () [ l r\' 2022 / 2023 l otal ot:ditrat:)' l'cvc11ucs).

IV. .I'I IT' 2OZZ & iUI.]I)II.JM-']'I]ITN'I I)I'I]'I'MNNAGI'N{IJN'I'S'I'RA'I'E(;Y OTI CIIOICE

6. 'l'<> frnarrcc tl-rc clcficir, rhc t\{'l'l)S rccolnrncnds a cosl anci risli stl:atcll)r basccl olr a tnix oIcxlcrtrltl

ancl dotncstic soltt:ccs as f<;llorvs:

G::<>ss ]i<-rt:cien I;itrancinu - 25o/o, aud, Ot:<>ss I)olncstic Iiinancing - 75o/n

Nct fi<xcign l"inancinq - 32o/o and Nct l)orncstic liinancing - 680/o

7. 'I'hc c<tr,rnittcc <:bscr.r'ccl that rvhilst thc gr:oss hnancitrg sLl'atcqy is cxpcctcd t() l:clnain r:cl^ti'u'cly

constanr, thc nct financing str:atcgy has undct:qonc a pat:adigrn shift rcsultinu in a gt:catcl: rolc [ot:

u.

ntnc.stic-tnarkct-in t() nct

domcstic financing slriftcd ftln 57:43 (rvith nct I'tnancing dcpcndcnt ou cxtct:tral {inancin{:) in thc

2021 l\{'L-l)S; to 32:(r8 (rvith nct ltnancitrg clci'rcndcut <>n dourcstic financing) in thc 2022 N'l'l'DS'

'I'hc airn o[ r.lris su:arcg)' is to cursl-rior-r budgct financing fiom tllc Lrllcc,:tain florv <>f cxtcrual dcbt

financing and to cnhancc devclopmcnt o[ thc domcstic markct.

8. t financing is dcpcndent on domcstic Frnancing as obscrvcd thr:ough pt:cvious

clcviati<>ns flr>rr-r cxistir.rq alltrual stratco;ics iu favor"rr rr SUC clnq ls

[<rr.c1>.rcstic prar.l<ct srrstzrinabilitl,, thc cor-nmiLtcc rr()tc(l tlrat rf it is not corrl>lccl rvith zrclctlrritlc

rnar:kct t:cfor.ms, it cor-rlcl cxclt pl:cssLll:c ()11 thc cl<tn-rcstic financial rnat:lict ancl iucr:c^sc br>rrt>rvinq'

c()s ts.

Nr>tal>Iy,, a r:cvicrv <>f thc NIl1)S inclicatcs a hiqhcr intct:cst ratc risk ancl t'cfttlatlcinq risl( of tlrc,

cl,,-rcstic dcbt portfoho cornparcd to cxtcr:nal dcbt.'I'hcsc t:ishs at:c attriburtcd to domcstic clcllt

havi.g a much lorvet:,'\r'ct:agc'firnc to Maturitl' (6.9 years) comparcd to cxtcrnal dcbt (10'ii )'car:s);i

a highcr rarc of dcbt maturing rvithin onc ycar (25.90/0) comparcd to cxtcrnal dcbt (5'2%); and a

higher Weighted Avcrage Intcresr ltate (at 11.|Yo) comparcd to that of thc external debt portfolio

. =liil' ';;ii.' 
"7'll"i-' 
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Q.9%). Coupled with the frequency and increasing size of debt servicing, thesc domestic debt risks

could affect medium term fiscal sustainability and slowdown the pace of economic recovely'

10. On the external side, the borrowing stfategy mosdy targets to access concessional financing as the

current levels of debt sen icing wouid not be favouable fot commercial financing. Currendy, the

extemal debt rederaption proEle is low due to its concessional composition as well as the Debt

Serrricing Suspension Initiative @SSD.Accotding to the MTDS, berween January toJune2027,

the DSSI yielded debt servicing suspension of I(shs. 46.5 billion to be paid over 6 rnonths.

international sovereign bonds

11. The committee observed that the 2022MTDS has not ptovided measures on horv the incuttencc

of commitment fees will be managed. According to the annual public debt management rePorts,

a total of IGhs' 14'3 billion committnent fees was incurred between J''ne2076 andJune2027'

Increasing debt coramitments rvill have a sigrrificant impact on current debt stock, future fiscal

space and bouorving sftategy.

12. The 2022 MTDS further indicates that a series of domestic matket teforms will be undertaken.

These include enhancing market infrastructute through automation of processes and deployment

of a new central seculities depository system by thc CBI* publication of auction rules and

guidelines for governrnent securities rnarket; enhancement of Treasury bonds benchmark

program; setting up of over-the-countet trading platforrn to complement the Nairobi Securities

Exchange; and sustained stakeholdet engagement and collabotation. It is noted howevet, that

there is no information provided r:elating to the status of irnplemcntation of reforrns contained in

previous MTDS docurnents.

V. PUBLIC DEBT SUSTAINABILITY ANALYSIS

13. Debt sustainabiliry analysis corrrpares debt burden indicators to drrcsholds over a 20 'year

projection period. If a debt burden indicator exceeds its indicative drteshold, dren there is a tisk

of experiencing some form of debt distress. The objcctive of Debt Sustainability Analysis psr\)
is to evaluate a country's capacity to finance its developrnent agenda and sewice the ensuing debt

without unduly large adjustments that may compromisc its rnactoeconomic stabiJity and/or that

of its economic pattners.

14. The overall DSA for I(enya indicates that I(enya's public & publicly guaranteed debt estirnated at

IGhs. 7.99 ttillion, has aheady breached some sustainabiJity thresholds compdsing of both

solvency and Iiquidity sustainability ratios. The breached thresholds include; i) PV of Public Dcbr

to-GDP ratio, ii) PV of Public dcbt-revenue atrd gtants r:atio, iii) PV of PPG External Dcbt-to-

Exports ratio, and iv) PPG debt service-to-exports tatio. Indeed, without a change of fiscal/debt
ngnir{fifffiEf.filgiri*i;Iffiii;ri$J,ift6is;i'irLl:rl,l:/.i!rctlxi.:';r';IrAit;l-",rtF,lt,itllHre*{lnfr-{l}Ju!fi;I}fffdrrr;Tird(nl;J

It,\(l ltlr,l'()l{'l'()r.w l'l 11120?2At'l'l)S ')



policv, 1hc counlr:v is qr:aclually moving t<>r,,,arcis l>rcachins all tl-rc strstainal>ility tl-rr:csholds rvith an

i'crcasing lil<clihooc] of dcl>t tiistr:css ilr thc futurc.'l'hus, c<>nccrtcd cffot:t c>u frscal c<>rrsoliclatiorl

VI. COMMITTEE OBSERVATIONS

15. 'l'lrc follorvi IS A SLI of kcv cotnmittcc ol>sct:valious

_' -- i.-,-SecLion 33 ef thc l)l.llvl r\ct rcquircs tl:,at thc stock of clcbr indrcatcd in thq l\'l'I'DS should bc

at the date of rhc starerncnt (in this casc Scptembcr 2021 whercby total dcbt amountcd to

I(shs. 7.99 u:illion). I-{owcver, thc stock of dcbt indicated in thc 2O22MTDS dcbt status is for

)une 20Zl (IGhs. 7.7 tr:illion). '.I'hus, thct:c is a possibi.lity that thc 2022 M'[DS has

undcrcsLitnatcd tlrc dcbt r:isks'

ii. ln ordcr to trtaipraip Ftscal surstainability at such ltigh dcbt lcvcls, sottucl fiscal

prlicy/rna,a.gcmctlt shoulcl rvr.uk in tandctn rvith cc<>u<>mic str:uctut:al tt:atrsfoltnatiotr l<r

achicvc hiulr ccotrornic qrotvth latc.'fhc 10%r cconomic grolvth r:atc tnrgct uuclcr tl-rc Visiorl

2()30 llcorror.nir: l)illur slrotrlcl thcrclorc lrc corrsirlcrccl as a clitical fttctor irr clcllt ll'liltlituclll('lll'

iii. lly thc c'cl o[ l;\: 202'l f 22, t|rc fiscal spacc r.urdcr: rhc I(sh. 9 tr:ilh<-rn clcbt cciling is lilicly to bc

irrsr-rfficicnt t. h.ancc thc fiscal clcfrcit forccastccl for: llY 2022/23, rvhich cstimatccl t() alroLrllt
- --ro 

I(shs. 846 billioq. If tl.rc dcbt ccilirrg is nor rcviscd, it follorvs that thc fiscal dcficit forccast

for: IrY ZOZ2/23 slror,rl<l bc rcviscd dc-rrvnrvat:ds iu or:dct: to avoid br:caclring thc dcbt limitsct

b1, l>^11'.,,-,-,"rrt. Jt is cslirlrarccl r'hat lhis rc<ltrircs thal thc fiscal clcficit bc aclf ustcd to Kshs' 400

billion or.3o/o of GDI'.

@cbt -sowicingcxP sns crhave-led-to

borrowing in odcr to flrtanqga\rpn tYtr)te

v

vl.

Thc domcsric financial markct is at thc corc of thc dcfrcit l-tnancing su:atcg)r pr:oposcd in thc

2OZZ MTDS dcspitc thc domestic debt portfolio having a high intercst mte risk and high

refinancing dsk.

Thcrc are recurrcnt dcviations from the annually apptovcd debt suatcgics and dris carrics cos

ancl r:isk irnplications thal arc not aclc

rhc IV'I"DS has vcry litnitccl inflr'rcncc

tc rm public clcl>t matragcll1ct'lt'

c1uatcl1, cr.alttatcd. I?urrhcrmot:c,

ovcr: tnccliuln tcr:ln dcspitc it bcing a cl<>ct-ttrrcnt f<rt: lonq

't'hc 2022 N,l'fl)S has not Providcd lncasLu:cs r>n horv thc incr.rllctlcc of c<-rtnmilrncnt fccs

bc manaecd.

I(cnya's purb[c & publicly guar:atrtccd dcbr. cstirnatcd ar l(shs' 7'99 tdllion, has

brcached solne sustainability thr:esholds comprising of both solvcncy and

sustainability ratios. rvithout a change of fiscal/debt policy, the country is gradually

tlons

vu.

viii.
liquidi
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towards breaching all the sustainability thtesholds with an increasing likelihood of debt disttess

in the future

YII. COMMITTEE RECOMMENDATIONS

16. Arising from the above deliberations, the committee recommends the following:

a. Policyrecommendations

initiative

in line with Article 201 of the Constitution is required. This House therefore resolve as follows:

,) That, by Apd,2O22when the national budget is tabled, a full quantificarion of I(enya's Public

debt stock as defined under Article 214 of the Constitution be undettaken. This should

include debt disbutsed and debt commitments akeady incurred.

ii) That, a debt register should be submitted on quatterly basis to Padiament fot scrutiny'

iii)'That, by April 2022 wl.ren the national budget is tablcd, a Progress repoft on all externally

funded projects be provided in order to enhance transParency and accountability.

b. Financialrecommcndations

18. That, the counuy's borlowing stlategy be approved as contained in dre 2022Medrum Term Debt

Managemenr Srrategy. This should be consisrenr with the fiscal deFrcit of l(sh. 400 billion ot 3 oh

of GDP whichever is lower.

lj \(. l(lil( )ll l'()N l'l Il'1 l0ll i\ll l)s I I




