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CHAIRPERSONS FOREWORD

The Medium-term Debt Management Strategy (MTDS) is an intemationally recognized

fiamework designed to aid countries in lirrmulating Debt Management Strategies. This framework

considers the relative cosls and risks associated with various Iinancing options. considers their
alignment with macroeconomic policies, ensures debt sustainability. and promotes the

development of the domestic debt market.

The 2025 Medium Term Debt Management Strategl, (MTDS) was tabled in the National Assembly

on l3th February, 2025, and committed to the Liaison Committee tbr consideration, tbllowing the

communication by the Speaker of the National Assembly on l8rh February, 2025. The submission

of the MTDS is in line with section 33(l) of the Public Finance Management Act (2012), which

requires the Cabinet Secretary responsible lbr finance to submit to Parliament a stalement setling

out the debt management Strategy of the National Govemment. Accordingly. this report has

considered the lbllowing information required to be provided by the strategy, as outlined under

Section 33(3) ofthe PFM Act:

a) The stock olpublic debt as olthe date ofthe statement:

b) The sources olloans made to the national govemment and the nature ofguarantees given

by the national govemment:

c) Principal risks associated with these loans and guaranteesl

d) Assumptions underlying the debt management strategy: and

e) An analysis ofthe sustainability ofthe amount ofdebt. both actual and potential.

Subject to Standing Order 232.4 (8). the resolution of the House on the report on the Medium-

Term Debt Management Strategy is to tbrm the basis tbr the appropriate limit on proposed

domestic and fbreign borrowing and a basis for the approval ol the Budget Policy Statement

Report. The 2025 MTDS proposes a strategy composed ofa) Cross Iinancing ol25:75 for external

to domestic gross borrow'ing. respectively. and b) a Net financing strategy of 35:65 lbr extemal

financing and domestic financing. respeclively. 
-lhis 

indicates that the domestic market will be the

main source oi t'inancing lbr the fiscal deflcits in the medium 1erm.

The most recent data available indicates that the national debt stood at Kshs. ll trillion as of
January 2024 and is projected to rise to Kshs. 13 trillion by June 2027. Consequently. debt

servicing costs are expected to increase to Kshs. I .87 trillion by June 2025 and further to Kshs. 2.4

trillion by June 2027. [n addition. the debt service payments (interest and redemption payments)

will remain elevated at an average of 60 percent of revenue, reflecting a tightening liscal space

and emphasizing the need tbr a strong. Debt Management Strategy that is aligned to lower the

costs and risks ofhigh levels oldebt distress.

Examination of the 2025 Medium-term Debt Management Strategy

In reviewing the 2025 MTDS. the Committee held meetings with the Controller of Budget
(OCOB). the National Treasury, and Economic Planning and turther received written submissions

liom the Central Bank of Kenya (CBK).
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Further. in line with A(icle 201(a) of the Constitution, the National Assembly unde(ook public
participation on the 2025 M'[DS through a request lbr memoranda. Following the request, the

Committee received submissions t-rom: the Civil Society Parliamentary Engagement Network
(CSPEN) and the Institute of Public Finance (lPF).

Committee Key Recommendations

Arising lrom these consultative engagements. the Committee recommends:

i. Non-financial Recommendations

l. To meel the PFM Act 2012 threshold of Debt to GDP in Present Value terms of 55% (+5%) by

2028, the Cabinet Secretary National I'reasury and Economic Planning should publish
quarterly reports detailing progress on liscal consolidation as outlined in the 2025 Budget

Policy Statement.

2. That. the Cabinet Secretary National Treasury and Economic Planning. Govemo( Central

Bank of Kenya, and Controller of Budget should fully automate the withdrawal of debt service
payments liom the Consolidated Fund by 3 l " May, 2025. and submit a report to the National
Assembly within 15 days.

3. That, to strengthen financial controls. ensure accurate and timely public debt statistics, and

enhance decision-making lbr greater transparency and accountability, the National Treasury

should integrate the Public Debt Managemenl System with the Integrated Financial

Management System (IFMIS) by 3'l'' May, 2025. and submit a report lo the National Assembly
within I 5 days of implementation.

4. That, to mitigate the growing risk of domestic debt interest payments and to reduce the

tendency of the govemment borrowing lunds held by public entities. the National Treasury

should deplo,v the Treasury Single Account (TSA) lbr all MDAs. parastatals, and public funds

by l" Julv,2025.

5. That, to improve transparency and accountability in anticipated increase in domestic
borrowing, the Cabinet Secretary National Treasury and Economic Planning should, within 60

days:

i. Form a working committee to establish criteria fbr assessing the effective utilization of
borrowed funds by Ministries. Departments. and Agencies (MDAs), establish the

registrar of Govemment securities pursuant to Seclion 55 olthe PFM Act. and

ii. Record in the debt register the details on the utilization olthe borrowed tunds. including
the set ofprojects lunded from the proceeds of intiastructure bonds.

6. That. the Cabinet Secretary National Treasury and Economic Planning should establish an

interagency committee, including representatives tiom the Central Bank ol Kenya and the

Controller of Budget to review the public debt procurement process, debt utilization, and

submit a report to the National Assembly by 3 l " May. 2025.

I
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7. That, the Cabinet Secretary National Treasury and Economic Planning should establish an

interagency committee, including representatives tiom the Central Bank of Kenya and the

Controller of Budget to review the public debt procurement process, oversee debt utilization,
and submit a report to the National Assembly by 31" May.2025.

8. That, the Cabinet Secretary, National Treasury and Economic Planning shall report and seek

approval fiom the National Assembly on any variation to the approved borrowing mix in the

2025 Medium Term Debt Management Strategy (MTDS).

ii. Financial Recommendations

l. That, the fiscal deficit target fbr the medium term is approved and set al 4.3 percent ofGDP
for FY 2025126;3.5 percent of GDP for FY 2026D7, md 3.2 percent of GDP for FY 2027/28,
in line with the liscal consolidalion path; and

2. That, the country's borrowing strategy is approved at 35 percent for net extemal borrowing
and 65 percent for net domestic bonowing as contained in the 2025 Medium Term Debt

Management Strategy.
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PREFACE

Establishment and Mandate of the Committee

Liaison committee is established under Standing Order 217(l) whose mandate pursuant to the

Standing Order 2l 7(2), is as tirllows:

(a) to guide and coordinate the operations. policies, and mandates ofall Committeesl
(b) to deliberate on and apponion the annual operating budget among the Committeesl
(c) to consider the programs of all Committees, including their need to travel and sit away

tiom the precincts of Parliament:
(d) to ensure that Committees submit reports as required by the Standing Orders;
(e) lo determine. whenever necessary. the committee or committees to deliberate on any

matter: and

(t) to give such advice relating to the work and mandate of select committees as it may be

considered necessary.

In addition, the slanding order 217(3) makes it non-discretionary lbr the Committee to consider

reports ofthe Committee that have not been deliberated by the House and report to the House on

the consideration of such reports.

Committee Membership

I . Hon. Gladys J. Boss. MGH. M.P. - Deputy Speaker/Chairperson
2. Hon. Martha Wangari, CBS, M.P. - Vice-Chairperson
3. Hon. Kimani lchung'wah. MGH. M.P
4. Hon. Japhet Kareke Mbiuki. CBS. M.P.

5. Hon. Julius Kibiwott Melly, M.P.
6. Hon. David Gikaria. CBS. M.P.

7. Hon. James Gakuya Mwangi. M.P.
8. Hon. Daniel Epuyo Nanok. CBS. M.P
9. Hon. (Dr.) Robert Pukose. CBS. M.P.
10. Hon. Vincent Musyoka. CBS. M.I'].

I l. Hon. Johana Ng'eno Kipyegon. CBS. M.P
12. Hon. Joash Nyamoko. HSC. M.P.
13. Hon. GK. George Macharia Kariuki, CIBS, M.P
14. Hon. Gathoni Wamuchomba. M.P
15. Hon. Gabriel Koshal Tongoyo, CBS, M.P.
16. Hon. George Gitonga Murugara. CBS. M.P.
I 7. Hon. Peler Lochakapong. CBS, M.P.
18. Hon. Daniel Sitati Wanyama. CBS. M.P
19. Hon. Nelson Koech. CBS. M.P.
20. Hon. John Kiarie Waweru. CBS. M.P.
2l . Hon. Kangogo Bowen, CBS. M.P.
22. Hon. (Dr.) John Mutunga Kanyuithia. CBS, M.P
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23. Hon. (CPA) Francis Kuria Kimani. CBS. M.P.

24. Hon. Alice Wambui Ng'ang'a. CBS. M.P.

25. Hon. Eric Karemba Muchangi Njiru. CBS, M.P.

Committee Secretariat

The Committee was supported in the execution of its mandate by a secretariat composed of:

L Ms. Florence Abonyo. OGW

2. Dr. (FA.) Martin Masinde. OGW
3. Mr. Nicholas Emejen
4. Mr. Daniel Mutunga
5. Mr. Robert Nyaga
6. Mr. Oscar Namulanda
7. Mr. Leonard Machira
8. Ms. Lynette Otieno
9. Ms. Julie Mwithiga
10. Mr. Chacha Machage
I l Ms. Ella Kendi
12. Mr. Sakana Saoli
13. Mr. Job Mugalavai
14. Mr. Josphat Bundotich
15. Ms. Fridah Ngari
16. Mr. Kenneth Waweru
17. Mr. Rodgers Kilungya

Director, DAA & GPC (Directorate of
Audit. Appropriations & General

Purpose Committees)
Director, Parliamentary Budget Office (PBO)
Deputy Director, DAA & GPC
Deputy Director, Departmental Committees
Ag. Senior Deputy Director. PBO
Deputy Director. DAA & GPC
Principal Clerk Assistant ll
Senior l.egal Counsel
Senior Fiscal Analyst
Senior Fiscal Analyst
Clerk Assistant I

Clerk Assistant Il
Fiscal Analyst III
Principal Sergeant at arms
Media Relations Olficer Ill
Office Assistant
Audio Ollicer
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I. INTRODUCTION

l.l. The 2025 Medium Term Debt Management Strategr

L This bonowing strategy is anchored on the macroeconomic indicators outlined in the 2025

M'[DS. Notably. the bonowing strategy will be backed by stable intlation, robust economic

growth of at least 5%, stable exchange rates and interest rates. favorable global economic

conditions. and strong revenue collections. The MTDS is further based on the planned

reduction olfiscal deficits which hamesses revenue collection and while limiting unproductive

expenditure growlh.

2. The BPS and the MTDS projects total borrowing amounting to Kshs.83l billion in the 2025126

financial year. which is the deficit resulting tiom estimated total expenditure and expected total
revenue collections. To raise the expected borrowing. the 2025 MTDS seeks lo have the share

of domestic bonowing in the total planned borrowing debt at 65%. while external borrowing
share at 35o% of total planned borrowing. Over the medium lerm the strategy proposes to have

lhe share ofexternal debt at 45%. which is expected to reduce the cost ofpublic debl service.

This means that out of the planned borrowing amounting to Kshs. 831 billion. the govemment

will raise Kshs. 540.1 5 billion in net domestic borrowing and Kshs. 290.85 billion in net

extemal borrowing.

3. The review ofthe MTDS has uncovered a variation in the borrowing strategy provided in the

2025 BPS which seeks to raise Kshs. 684.2 billion in net domestic borrowing and Kshs. 146.8

billion in net extemal borrowing - indicating a more aggressive domestic borrowing strategy.

Continuous assessment ofdeviations from lhe medium-term set strategy is critical to ensuring

alignment u'ith the broader debt management strategy and achievement ofthe desired cost and

risk objectives.

4. The 2025 MTDS turther seeks to explore neu,funding instruments like Sustainability-Linked
Bonds, Debt Swaps. Diaspora Bonds. and green bonds with respect to extemal debt. Domestic

borrowing will be undertaken by reducing the stock ofTreasury Bills with greater preference

tbr medium-term to long-term bonds so as to help reduce the pressure on debt repayment.

5. On extemal borrowing. the composition will be comprised of concessional borrowing at l4
percent. semi-concessional borrou,ing at 3 percent. and commercial borrowing at 8 percent.

This policy will require a stable exchange rate and macro-fiscal variables that influence
intemational credit rating to allow Kenya access cheaper borrowing intemationally.

6. The 2025 MTDS indicates that several challenges could arise during the implementation of the

proposed debt strategy. These include: a) Sovereign credit rating downgrades that negatively

impact the terms of new commercial borrowing, b) Extemal factors such as global market

volatility and interest rate fluctuations which affect the timing and cost of debt management

operations. c) increased debt service costs with interest payments on public debt projected to
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cross Kshs.l trillion in FY 2024125. thereby constraining liscal consolidation elTorts, among

others.

7. To address these issues. the 2025 MTDS indicates that the tbllowing approaches rvill be

lbllo*,ed:

ll.

lll.

l1'.

Centralization of trade to a Single Trade Repository platform to improve post-trade

transparency that would lead to better price discovery.

Operationalization of the Sinking firnd - this rvill also support Liability Managemenl

Operations (LMO) to reduce the costs and risks of borrowing.
Improvement ol cash management to reduce lhe use of overdrati facility. which is
costly.

Sustain Fiscal Consolidation to reduce fiscal deticits and the pace of Public Debt

accumulation.

Develop a govemment securities issuance policy to guide the issuance and trade of
govemment securities and rellect market evolution over time.

1.2. Review of the previous MTDS performance

8. A review- of the implementation of Medium-Term Debt Management Strategies since 2020

reveals that there has been a consislent deviation liom the approved debt management strateg)/

in the actual borrowing. In general. extemal borrowing targets have underperlbrmed. leaving
domestic borrowing as the mainstay ol' budgetary llnance. The largest deviation was

experienced in the financial 1'ear 2023124, r.r'hereby the target ratio of 50:50 for extemal to

domestic bonowing resulted in an actual ratio ol'27:73 1br extemal to domestic borror.r'ing.

respectively.

1.3. The public debt stock, debt service expenditure & fiscal deficit outlook

i. Public Debt Stock

9. The public debt stock stood at Kshs.l0.56 trillion by June 2024. with external debt accounting
lbr Kshs. 5.15 trillion (49 percent) and domestic debt at Kshs. 5.41 trillion (51 percent). As a

percentage of GDP, this debt level represented 63 percent in Presenl Value (PV) terms,

exceeding the PV-Io-GDP threshold of 55 percent (+5) set in the PFM Act. As of September

2024, Kenya's public debt stood at Kshs. 10.78 trillion. The primary driver of the rising debt

stock is the persistent llscal deticit. int'luenced by signiticant int'rastructure development needs,

increasing debt sen,icing costs, and exchange rate fluctuations.

10. Debt sewice (interest and redemptions) is expected to reach Kshs. 1.87 trillion inFY 2024/25

and a further increase to Kshs. 2.47 trillion by FY 2026127, driven primarily by domestic debt

service and interest payments. Debt service share to revenue will remain. comprising more

than 607oover the medium term. The high proportion <lf debt service to revenue signals a

reduction ol resources that would otheru'ise be used to undertake other critical development

and recurrent expenditures given that debt service is a lirst charge on the Consolidated Fund.
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I L The fiscal fiamew'ork for FY 2025126 projects revenue of Kshs. 3.39 trillion (17.6 percent of
GDP) against an expenditure of Kshs.4.26 trillion (22.1 percent ofGDP) resulting in a fiscal

deficit amounting to Kshs. 831.1 biltion inFY 2025126 (4.3 percent of GDP). As a percentage

of GDP. fiscal deficits are expected to decline tiom 6.2 percent ol CDP in FY 2021122 to 3.2

percent ofGDP inFY 2027128. reflecling ongoing revenue-driven fiscal consolidation efforts
and increased economic growth. Maintaining debt sustainability will require strict adherence

to fiscal consolidation measures. effective management olmacroeconomic risks. and policies

lhat suppon robust economic expansion.

1,4. Composition of public debt in the 2025 MTDS

i. Extemal Debt Stock

12. As of 30'h June 2024. the stock of extemal debt amounted to Kshs. 5. l5 trillion. representing

32.5 percent olODP. This debt consists of multilateral debt (54 percent), commercial debt (23

percent). bilateral debt (22 percent). and Suppliers Credit (0.3 percent). The largest creditors

to Kenya include the World Bank which contributes 35 percent of total extemal debt followed
by China which has lent Kenya l4 percent oftotal extemal debt. Other large creditors include
the Afiican Development Bank/Fund and the Internalional Monetary Fund. providing l0% and

8 percent share of extemal loans to Kenya, respectively. Loans trom the World Bank and IMF
are concessional which helps mitigate the increased cost and risk associated with external

commercial debt and domestic debt.

Domestic Debt Stock

13. The stock ofdomestic debt amounted Io Kshs. 5.41 triltion as of30th June 2024. It comprises

Treasury Bonds (Ksh. 4.63 trillion), Treasury Bills (Kshs. 616 billion). and others (Kshs. 166

billion). The structure of domestic debt reveals that over the past 5 years. the stock ofTreasury
bonds has been increasing while the stock of Treasury Bills has been declining. This rellects
the eflbrts to lengthen the repayment term of the domestic debt stock through the use of
medium-term to long-term securities (l'-Bonds) and minimizing short-term securities (T-Bills)
for cash managemenl purposes.

14. Among the holders of domestic debt. banking institutions remain the largesleven though the

debt holdings by banks has declined from 55 percent to 47 percent. An increase in borrowing
has been observed f'rom trust f'unds. pension funds, and other investors. This shift is attributed

to innovative policies implemented by the Central Banl of Kenya through the DhowCSD,
which have enhanced access 10 govemment securities. thereby diversilying the ownership of
govemment debt.

ii i. Guaranteed Debt

15. Loan guarantees are provided in accordance with Article 213 olthe Constitution and Section

58 of the PFM Act 2012. These statutes empower the National Treasury to guarantee a loan

I I I' .r 3 c



for a private enlity, County Govemment. or any other borrorver on behalf of the national

govemment. subject to approval by Parliament. The stock of guaranleed debt as of 30rh June

2024 was Kshs. 100.2 billion, having declined fiom Kshs. I70.2 bitlion reported as of30rh June

2023 due to the novation ofthe Keny'a Airways guaranteed debt to govemment debl. Notably,
7l percent ofthe guaranteed loans are provided by bilateral creditors such as Japan with 29

percent provided by local banks.

16. Other key changes in the 2025 MTDS include: (a) the exclusion ofa Kshs. 9 billion guarantee

to Kenya Power and Lighting Company. u,hich was included in the 2024 MTDS. and (b) the

inclusion ofa Kshs. 29.14 billion guarantees to local banks that financed the Aircraft Finance

and Leasing Agreement for KQ. This adjustment increases the govemment's exposure to the

full Kshs. 29.14 billion in the evenl of a default by Kenya Airways. By June 2027.

approximately Kshs. 156 billion will have been utilized to fully settle Kenya Airways PLC's

debt obligations under the government guarantee. As stipulated in Section 6l(l) of the Public
Finance Management (PFM) Act.2012 any payments made under a guaranlee are considered

a debt lo the national govemment and should be recovered tiom the borrower. However, there

are legislative gaps in implementing this provision, parlicularly in defining timelines and

procedures for enforcement.

1.5. Risks to Kenya's Debt and Debt Sustainability Indicators

17. The MTDS notes that domestic debt portfolio has higher cosl and risk characteristics compared

lo the extemal debt portfolio. This is due to the tact that domestic debt has shorter repayment
periods. about 6.6 years compared to external debt whose average repaymenl is 9.5 years.

Further, the MTDS has indicated that domestic debt has about 17.6yo to be repaid within one

year as opposed to 5.20lo for extemal debt.

18. Similarly, the average rate ol'interest charged on domestic debt is relatively higher, at about

13.27o relative to extemal debt whose average interest is 3.7%. 1'hus, on average. and assuming

stable exchange rate, domestic debt is substantially more expensive than extemal debt. The
MTDS indicates that the risks associated with Kenya's debt are declining as a result of t'alling
domestic and intemational interest rates. stable Kenya's exchange rates, and lengthening ofthe
repayment periods.

19. Debt Sustainability Analysis (DSA) compares debt burden indicators to thresholds over a 20-
year projection period. lfa debt burden indicator exceeds its indicative threshold. then it would
suggest the likelihood ofexperiencing some lorrn ofdebt distress exists.

20. A review oltotal public sector debt indicates that the PV oltotal debt to GDP ratio declined
to 63 percent as olJune 2024. tiom 68.7 percent as ofJune 2023. This remained above the
threshold of55 percent. rr"'hich is also the basis for the debt threshold contained in the PFM
Act 2012r. This is projected to peak in June 2025 a1 64 percenl and decline gradually until
2029

1 Amended in october 2023
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21. The elevation ofthe Present Value ol'debt to GDP ratio over lhe projection period reveals that

the 55 percent PFM threshold may not be achieved by the year 2028. Therefore, additional
measures are required to lacilitate this process. Pressure on Kenya's revenue in terms of
servicing, Kenya debt (liquidity risk) is expected to persist until 2027. as the present value of
debt service to revenue and grants ratio stays above its threshold.'Ihe ratio will peak between

2024 and,2026, exceeding 60 percent. which substantially reduces the amount oftax resources

available lbr critical govemment services such as health and education.

22. Further. the review of Total Extemal Debt indicates that extemal debt DSA remained stable

despite large exchange rate shocks. 1'he present value of extemal public and publicly
guaranteed debt relative to GDP is the only indicator currently within its lhreshold of 40,

standing at 29.8 in 2024. This ratio is prdected to further improve over the long term. Hou,ever.

extemal debt service, as indicated by the Public and Publicly Guaranteed extemal debt to
exports ratio and the Public and Publicly Guaranteed extemal debt service to exports ratio. are

projected to exceed their respective thresholds in the medium term.

2, SUBMISSION BYTHE CENTRALBANK OFKENYA

Through their submission dated February 28,2025, the Committee was informed that:

23.The2025 MTDS aims at reducing the costs of public debt at a prudent level oirisk. To achieve

this objective, 75 percent olthe govemment's gross financing needs will be sourced from the

domestic market and 25 percent lrom extemal sources.

24. The proposed mix of debt instruments is broadly consistenl with CBK's objective of
lengthening the maturity of domestic debt through the issuance of medium+o-long+erm debt

securities: this will continue to contain the relinancing risks of domestic debt stock. Civen the

risks associated with the current debt profile,

25. CBK supports Covemment's intention to optimize borrowing fiom concessional extemal

financing sources. [n terms of budget deficit financing strategy, the 2025 MTDS envisages a

net borrowing mix of65 percent and 35 percent lbr domestic and external sources respectively.

The financing srategy fbr 2025126 and the medium term is feasible as the proposed net

domestic borrowing is within range of the actual domestic borrowing in the past live years,

which averaged Kshs. 521 .7 billion.

26. There are significant difltrences between projected del'icit linancing in the 2025 Budget Policy
Statement (2025 BPS) and the preferred strategy in the 2025 MTDS. The 2025 BPS has much

higher levels of domestic borrowing. 11 is imponant to ensure consistency in the two policy
documents fbr smooth financing of the budget and execution of the strategy. 'l'his will also

enhance the predictability of the govemment financing needs and support efficient pricing ol
govemmenl securities.

27. The implementation ofthe most prelbrred strategy is expected to reduce the ratio ofpublic debt

to GDP from 63.7 percent at the end ofJune 2024 to 57.8 percent by June 2028. In Present
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Value (PV) tenns. the PV olpublic debt is projected to decline tiom 58.1 percent to 52.8

percent. -['he 
cost ofdebt is expected to decrease. with interest payment as a percentage ofCDP

projected to decrease liom 5.4 percent in June 2024 to 4.6 percent by June 2028. This is
consistent rvith improvements in the macroeconomic environment including easing

inllationary pressures and reduction in the Central Bank Rate (CBR).

28. The strategy wil[ also reduce both relinancing and interest ratc risks through lengthening of
maturity profiles of extemal and domestic debt portfblios as well as reducing the levels ol
Treasury Bills. Extemal debt as a share of total public debt is expected to decline fiom 49

percent in June 2024 lo about 45 percent. leading to a reduction in the exchange rale risk.

29. CBK continues to undertake retbrms to slrengthen and improve the efliciency olthe domestic

debt nrarket. These include:

Diversiliing the investor base in government securities through an enhanced

market engagement progranr.

l,everaging on the auard-u'inning DhorvCSD inliastructure lo support market

developmenl initiatives including Over the Counter Trading. Implementation ola
modem dedicated retail bond program. enhancing the guidelines lbr benchmark

bond and Liability Management Program and diversitying tinancing sources and

instruments.

CBK is reviewing guidelines on benchmark bonds and liahility management with
a view to lowering the cost and risk of public debt.

l.
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30. Ib eflectively realize the objectives of 2025 MTDS. it's important for the Govemment to:

i. Rernain on course with the ongoing fiscal consolidation program.

ii. Expkrre non-debt creating tinancing options fur public investments such as the

public private pannerships (PPPs).

iii. Ensure consistenc-v- oldeticit financing strategy in the 2025 MTDS and 2025 BPS

will increase elliciency in the pricing of govemment security by increasing the

predictabilit)- of' govemment tinancing needs.

31. The CBK will continue to deploy measures to develop the domestic debt market including

ongoing modemization of the market intiastructure to diversiti' investor base and mitigate

against the exchange rate risk.

3. SUBMISSIONBYTHECONTROLLEROFBUDGET

The Committee was informed that:

32. ln the lirst six months of F-Y 2024/25. receipts tiom debt linancing amounted to Kshs. 569.95

billion. 36 percent of the annual target. This comprised of Kshs. 477.1 7 billion 149 percent ot

the yearly target) as domestic borrouing and Kshs. 92.78 billion ( l6 percent of the annual

target) tiom extemal loans and granls.



33. The public debt stock was Kshs. 10.581.98billion(65.7percentoIGDP)asof30tr'June2024.
This comprised of domestic debt of Kshs.5,510.28 billion (51 percent) and extemal debt of
Kshs. 5,I 7l .70 billion (49 percent). Multilateral and bilateral debt accounted lbr 54 percent of
the total external debt. and commercial debt accounted for 46 percent. The low proporlion of
commercial debt is encouraged. and the govemment should ensure that the proportion of
multilateral and bilateral debt is maximized while commercial debt is minimized.

34. As of 3 I '( December 2024, the public debt stock was Kshs. t 0.93 trillion. with Kshs. 5.06

trillion owed to extemal lenders (46 percent) and Kshs. 5.87 trillion Io domestic lenders (54

percent). Betu'een June 2024 and December 2024. the extemal debt stock debt declined by

Kshs. 9.34 billion (or:2 percent) from Kshs. 5.17 trillion to Kshs. 5.16 trillion (due 10 the

appreciation ofthe Kenya Shilling against major currencies) while domestic debt recorded 8

percent growth (attributable to increased borrowing in the domestic market).

35. The continued growth in public debt requires a thorough reassessment oidebt sustainability as

continued borrowing could lead to a severe debt trap, constraining fiscal space and limiting the

govemment's ability to invest in essential services and development initiatives.

36. The allocation towards servicing the public debt in the FY 202412025 amounted to Kshs. l.9l
trillion. compared to Kshs.l.87 trillion allocated in the FY 202312024. This comprised Kshs.

809.57 billion for principal and Kshs.l .0 [ trillion fbr interest payments.

37.The overdraft facility established and operationalized as per Section l5 (3) of the Public

Finance Management Act, 2012 amounted to Kshs. 97.05 billion and is charged an interest rate

charge of 12.3 percent per annum on the amount outstanding at the end ofeach month.

38. In the first six months of FY 2024/25. the tolal charge on the overdraft facility was Kshs. 3.48

billion. indicating a l7 percent lower interest cost compared to Kshs. 4.2l billion in the first
six months ol FY 2023/24.

39. On the review oithe 2025 Medium-Term Debt Management Strategy (MTDS) the following
was observed:

i. The total nominal public debt as a percentage of GDP in Kenya has been declining,

decreasing lrom 71.9 percent in 2022 to 65.7 percent in June 2024. As per the 2025

Budget Policy Statement, this ratio will decrease to 52.5 percent in2029.

ii. The debrto-GDP ratio is notably higher than the Intemational Monetary Fund's

recommended threshold of 50 percent. Therelbre, a roadmap should be developed to

achieve the benchmark debt threshold of 55 percent of GDP by 2029.

iii. At the end ofthe strategy period. public debt is expecled to be 46 percent extemal and

54 percent domestic. However, this is the current debt mix and hence represents no

change in strategy over the medium term and may indicate an inability to respond to

economic shocks due to limited liscal space.

15 | l' .r s e



iv. The objectives of the 2025 Medium-Term Debt Management Strategy include reducing

short-maturity debt. lengthening the total porttblio. and deepening the domestic bond

market. However. the MTDS, indicates that by.lune 2024, the proportion olinstruments
with less than one year to malurity increased from 16.7 percenl in June 2023 to 18.6

percent in June 2024.

v. The grace period fbr debt settlement has reduced fiorn 4.8 to 4.4 years. while the

weighted average interest rate increased to 4.6 percent tiom 3.2 percent in June 2023.

The implication is that a shorter period to settle debts under high interest rate.

40. During a benchmarking visit to the LJnited Republic of 'lanzania. it w'as observed that the

country has implemented advanced and tully tunctional automated debt managenrent systems

integrated with cash management s)'stems. This integration has enhanced debt management by

improving debl oversight, loan valuation and approval. and assessment of project viability
against loan qualities and cosls. Furthermore. the country has streamlined loan requisition
processes and enabled the efl'ective operation ofa Single Treasury Accounl. As a result, there

have been improvements in liquidity' positions. as r.vell as increased transparency and

accountability in the use of public debt, leading to unqualified audit reports.

41. Regional economies are implementing advanced debt systems in their recording. Debt service

is requisitioned one month in advance This has enhanced debt and resuhed in unqualilied audit

reports.

42. In their presenlations. the COB proposed the tbllowing policy measures to address elevated

debt servicing that challenge Kenya's tiscal sustainability and economic resilience:

i. Emphasize the acquisition ol concessional loans over expensive commercial borrowing.
Due to their lavorable repayment terms. concessional financing reduces the cost ol debt

servicing and extends repal'ment periods. easing fiscal pressures and ensuring sustainable

development financing.
ii. Ensure alignment ol projects to type ol funding by having social projects funded solely

through concessional loans and not othenvise.

iii. Operationalize Section 50181 ofthe Public Finance Management Act 2012 by creating a

Sinking Fund to ensure s)'stematic savings lbr loan repayment. reduce reliance on new

debt lor relinancing. and enhance fiscal discipline in debt management.

iv. Implement comprehensive audits of debt procurement. utiliz-alion. and sustainability.

Regularly review and llag unsuslainable debts. ensuring transparency and accountability
in public borrowing. Audit findings should guide future borrowing and repayment

strateSies, aligning them with national development priorities.
v. Avoid premature debt commitments by ensuring that projects are fully'prepared Ibr

implementation belbre contracting loans by linking loans to projects, improving the

efliciency of the use ol'borrowed resources. minimizing commitment I'ees on un-disbursed

lunds. and accelerating project delivery.
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The National Treasury should link loans to projects. and all borrowed public I'unds should

be related to the financed projects to avert the diversion of borrowed tunds.

The National Treasury should engage the Central Bank ol Kenya to establish aflordable
overdraft rates to reduce the cost of short+erm linancing. allow'ing more resources to be

allocated to essential public services and development initiatives.
Provide a stable monetary'policy environment and use monetary policy tools to stabilize

treasury bills and bond rates in order to rninimize the impact ofdebt service expenditures

on govemment revenues and prevent cro"\'ding out the private sector.

Adopt altemative project funding models such as the Public-Private Partnerships (PPPs)

and other innovative tinancing models for intiastructure and developmenl projects in order

to reduce direct borrou'ing. allocate risk belween public and private sectors. and attract

external expertise to improve project outcomes.

Establishment ol' the single treasur)' account to enable the optimal utilization ol
govemment cash resources by facilitating monitoring and control at an aggregate level.

The Treasury Single Account is critical tbr financial control. improved monitoring of the

cash position. better planning fbr ti.rture requiremenls. better fiscal reporting, and the

availability of superior data for budget lbrmulation.
Enhancing cash flou, management in order to improve liquidity parameters and ensure

budgets are executed more predictabll' and in a timely manner.

Adhere to the fiscal consolidation path by broadening the revenue base in order to reduce

the deficit budget. This would also require minimization of non-core expenditure and

tbcus on essential activities and development expenditures.

Increased transparency in External Borrowing by ensuring lhat loan contracls and other
debt-related information are publicly available to enhance accountabiliq, and discourage

wrong borrowing practices.

4. SUBMISSIONS BY THE NATIONAL TREASURY

The Committee was informed that:

43. The current stock of public and publicly guaranteed debt stands at Kshs. I I .02 lrillion (65.7%

ofGDP2) as oflthe end of,January 2025, up from Kshs. 10.58 trillion (65.7% ofGDP) in June

2024.

44. The public and publicly guaranteed debt comprises a mix of Kshs. 5.93 triltion lbr Domestic

debt and Kshs. 5.09 trillion fbr Extemal debt.

45. The extemal debt stock has declined f'rom Kshs. 6.09 trillion in December 2023 to Kshs. 5.09

trillion in January 2025. This reduction is attribuled lo the appreciation ofthe Kenya shilling
against major currencies during the review period.

2 Based on extrapolated January 2025 GDP number (Ksh, 16.76 trillion)
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46. Extemal debt as of January 2025 is composed of Kshs.2.83 trillion (55.6%) in multilateral debt

with World Bank concessional loans comprising 63.3% of the multilateral debt, Kshs. 1.09

trillion (21.4%) in bilateral debt ol'which China accounrs for 60.6%. and Kshs. l.l7 trillion
(23yoi) in commercial debt. with the Eurobonds constituting Kshs. 0.85 trillion.

47. Domestic debt is composed ol Kshs.4.93 trillion (83.3%) in Treasury-bonds representing:

Kshs. 0.86 trillion(14.4%) in Treasury-bills making up of domestic debt: and Ksh.O.l4 trillion
(2.3%) in other domestic debt such as the overdraft from Central Bank ol Kenya, IMF t'unds

on-lent to Government. and Bank advances.

48. The stock of Govemment guaranteed debt stock as at end January' 2025 stood at Ksh. 79.6

billion. which was a decrease liom Ksh.l 70.2 billion as at end of June 2023 due to novation

of Kenya Airways debt. The Govemment has provided guarantee to loans secured by

KENGEN. KPA and Kenya Airways.

49. In FY 2021122. the Govemment guarantee to Kenya Airways (KQ) was called as a result of
loan payment defaults. The loan was fbr the purchase ofseven (7) aircrafts and one (l) engine.

The lender of the loan was the Private Export Funding Corporation (PFIFCO) of USA
guaranteed by the Exim Bank of USA who in tum were guaranteed by the Govemment of
Kenya. The gu&antee issued in 2017 was for USD 525 million. The loan tenure was ten years

and was expected to mature in FY 2027 /?8.

50. KQ experienced cash llow challenges which were exacerbated by strict COVID-I9
containmenl measures that cut down business operations and global travel. Following the

det'ault, KQ sought GoK intervention. and the Cabinet gave approvals for the Govemment to
pay the loan arrears on behalfofKQ, and the loan balance rvas novated to the Govemment.

The novation process was finalized in the FY 2022123 and the loan repayments are being done

on behalf of KQ which shall be recovered through a subsidiar-v loan agreement between the

Govemment and the airline as per the requirements of the PFM Act. 2012.

51. In 2014. KQ approached several local banks to fund its working capital requirements to the

tune of USD 226 million. However. the airline started struggling to keep up with the loan

repayments and by 2017, Kenya Airways owed a consortium of l0 local banks USD 217

Million. This necessitated the Project Salhri Restructuring in 2017. KQ negotiated a

restructuring of the outstanding debt which included incorporation of a Special Purpose

Vehicle (SPV). KQ Lenders Company 2017 Ltd (KQ Lenders), to represenl the interests ofthe
local banks.

52. Out of the lotal debl of LiSD 217 million. USD 167 million was convened to equity through

KQ Lenders. The balance ol'USD 50 million was issued as a mandatory convertible note.

53. The Govemment of Kenya guaranteed the local banks to the tune of USD 225 million split into

USD 75 million for Standby Letters of Credit, USD 100 million multipurpose credit facility,
and a USD 50 million guarantee to KQ l-enders should they sell their shares in KQ at the end

ofthe facility period and are unable to cover the principal loan balance.
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54. KQ issued the SBLCs to various lessors and suppliers as part ofcontractual obligations. These

are mainly for security deposits and maintenance reserves. Between May 2022 to September

2024. the lessors called on SBLCs amounting to USD 107.7 million. and the local banks had

to honor the call-ups and pay lhe lessors. KQ has been unable to fund the call-ups due to
tinancial constraints and has requested the local banks to honor the call-ups and convefl them

into sho(+erm loans under the terms of the GoK guaranteed multipurpose tbcility.

55. The call-up ol SBLCs has resulted in the multipurpose lacility rising above the guaranteed

limit of USD 100 million causing a breach in the facility. Due to this breach, the Local Banks

through their tacility agent issued several notices to KQ. demanding immediate paymenl of the

amount in breach-

56. To address the breach, the lenders called on the Govemment Guarantee and issued a demand

to GoK for immediate settlement oIUSD 149.989.169. The GOK settled the debt to local banks

on 3rd January 2025 nd the loan shall be payable to GoK by KQ through a Shareholder Loan

Agreement whose terms are to be negotiated and finalized in the first halfof2025.

57. As ofthe end olJune 2024, twenty-one (21 ) SOEs reported non-guaranteed debt amounting to

Kshs. 78.207 mitlion

58. fhe proposed budget in the Budget Policy Statement (BPS) for FY 2025126 has expenditures

worth Kshs.4.27 trillion, financed by revenues \.!orth 3.4 trillion. As a result. the liscal deficit
for FY 2025/26 will be Kshs. 831 billion (o be financed through net tbreign financing (Kshs.

I 46.8 billion) and Net domestic Financing at Kshs. 684.2 billion.

59. fhis financing mix does not include any lunding from the tMF. lfthe government successlully

negotiales a funded programme with the lMF. then this would change the mix by increasing

external linancing and reducing domestic borrowing.

60. Kenya continues to meet its current and expects to meet future debt payment obligations. The

latest Debt Sustainability Analysis Report indicates that Public debt remains sustainable
though with a high risk oldebt distress, and subdued groMh in exports and revenue collections
has increased extemal debt vulnerabilities.

6l . The Covemment has put in place plans for improving Public Debt Sustainability. these include:
Sustaining fiscal consolidation ellbrts over the medium term, optimizing the use of
concessional tunding. lengthening the maturily profile of public debt, proactiveness in public
debt management through active Liability Management Operalions (LMOs). and steadl,and
strong inllow of remittances and a fhvorable outlook lor expo(s will play a major role in
supporting stability ofthe exchange rate and external debt sustainability.

62. In February 2024. Kenya undertook a USD 1.5 billion liability management operation on the

USD 2 billion Eurobond maturing in June 2024 and executed a further liability management

operation (LMO) targeting a USD 900 million Eurobond maturing in 2027 and high-interest
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syndicated loans in the debt porttblio to a tune oIUSD 600 mitlion. The operation will reduce

near-term maturities, improve overall debt sustainability, and boost investor confidence.

63. The National Treasury conducted a countryw'ide public participation exercise from 27th to 3 I'r
January 2025. on the 2025 Medium-Term Debt Management Strategy, in accordance with your

resolution dated 9th March 2023. which required the National Treasury to undertake public
participation on the MI'DS in line with the provisions ofthe law. The public participation report

was submitted to the National Assembly alongside the 2025 MTDS report.

64. The nominal debt to GDP ratio of existing debt declined to 65.7o/o in June 2024, down from
72o/o in June 2023. The Present value (PV) ofpublic debt was 63% ofGDP and is projected to
remain slightly above the 55 percent benchmark before declining to 52.8oh in 2028.

65. On a gross basis. the strategy proposes a borrowing mix for FY 2025126 to 2027128 of 75%

domestic borrowing and 25o/o extemal borrowing. In net terms, it asstlnes 65 percent and 35

percent lrom domestic and extemal sources, respectively.

66.The 2025 optimal Debt Strategy objectives are to a) Reduce refinancing risk by lengthening

debt maturities and shifting reliance from short-term to long-term borrowing: b) Minimize
interest rate risk by increasing fixed-rate debt and reducing exposure to variable interest ratesl

c) Reduce exchange rate risk by diversilying extemal borrowingl d) Strengthening domestic

debt markets; and Promole intergenerational equity by ensuring prudent borrowing and

liability management.

5. PUBLIC PARTICIPATION SUBMISSIONS

67. In line with Article 201 of the Constitution. the National Assembly undertook public
participation on the 2025 Medium Debt Managernent Strategy through a request tbr
memoranda from the public. Advertisements were placed in the Daily Nation and the Standard

Newspapers lbr a period ol seven days ending on 24'h February, 2025. During this period.

submissions were received by the following institutions:

5.l. Submission by the Civil Societr Parliamentan Ensauement Network

68. The Committee was informed that the Civil Society Parliamentary Engagement Network
(CSPEN) is a platform for non-state actors. including civil society organizations, professional

associations, think tanks, and research institutions that work rr,'ith the legislature. lt was

established in 2019 by the Westminster Foundation for Democracy and Mzalendo Trust (and

includes thirt-v-tbur national civil society organizations) to t'acilitate engagement with the

Kenyan legislature.

69. The CSPEN indicated thal Kenya's grow'ing appetite lbr borrowing to facilitate expenditure

has seen Kenya's public debt stock grou'from Kshs. 2.45 trillion as ofDecember 2014 to Kshs.

10.58 trillion as of September 2023. representing a 335% increase. This signiticant groMh in
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Kenya's public debt burden over a short period has generated a vicious oycle. necessitating

more expenditure on debt servicing and repayment each year. As such. the network proposed,

that:

It.

Itl.

lv.

vl.

v

vlu.

The Public Finance Managemenl Act (2012) should be amended to grant the Public

Debt Management Ofl'ice (PDMO) fiscal and operational autonomy, in line with
Section 62 of the PFM Act. and address the Auditor General's recommendations.

relating to technical staffing, as contained in Putrlic Debt Audit reports.

The National Assembly should review the PFM Act, 2012, and the CBK Act to clearly

deflne and separate the responsibilities for monetary policy and debt management

policy between the CBK and PDMO. This would help prevent any potential conflict in
monetary and tiscal operations that may arise liom difTering policy goals and could

lead to inconsistent debl management practices.

The Public Debt and Privatization Committee and the National Treasury should

develop regulations introducing an annual budget deticit limit (net borrowing) limit to
control the tendency to increase the fiscal deficit through supplementary estimates. This

could be absolute or could be pegged as a percentage of GDP.

Kenya's public finance architecture should enhance the role of the Public Debt and

Privatization Committee in the contracting and approval ol loans. This aligns with

recommendations by the OAG in her 2022 Performance Audit Report on Public Debt

Servicing Activities.
The National Assembly should seek clarity from the National Treasury on the status of
the announced lbrensic public debt audit being conducted by the Office of the Auditor
General, and the expected date of completion. While there have been etlbrts made by

the National Treasury to avail more infbrmation on public debt, key gaps remain

relating to the nature and size ol guarantees provided.

The National Treasury should create simplilied versions o1' key public debt

management documents fbr the public. These simplified debt documents will enhance

the understanding and accessibility of debt inlbrmation, thereby allowing more

effective public input into budgeting and linancing decisions during public

participation.
Instead of diversi$ing sources of borrowing. the National Treasury could examine

altemative financing methods other than borrowing, as borrowing carries risks such as

debt imbalance and high debt service costs.

Transitioning tiom a debt limit to a debt anchor is a positive step: however. efforts

should primarily focus on reducing overall debt. It is advisable to explore untaxed

revenue streams, promote tax compliance, reduce tax expenditures, and enhance

accountability and transparency. Additionally, implementing a wealth tax could
generate further revenue.
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70. Upon deliberation. the Commitlee observed the lbllowing:
i. It was not advisable to interl'ere with an ongoing audit process and the Office of the

Auditor Ceneral should be allowed time and independence to undertake audits as

required by the Constitution.

ii. That on undenaking retbrms lo loan approval processes and borrowing. the National

Assembly alongside partners, is in the process of developing a Public Debt

Management Bill that '*'il[ enhance the capacity of the National Assembly in the

approval of loans and oversight of public debt stock, without constraining fiscal

llexibility. The assessment ol the Fiscal deflcit is undertaken under the current PFM

Framework.

lt l-

lv.

VI

That House resolutions on the Consolidated Fund Services lor FY 2024125 already

resolved that the National Treasurl'should diversify budget financing away from

borrowing.

That ellbrts focusing on the reduction of the overall debt stock will be observed with
the requirement to reduce the debt stock as a share ofCDP (in Present Value Terms) to

55% by October 2028 are already outlined in the PFM Act 20t2. Furthermore,

proposals tbr tax mobilization are welcome and in line with current fiscal consolidation
plans.

That the House resolution on the 2024 MTDS already resolved that the National

Treasury should publish simplified. citizen-tiiendly documents to accompany the

technical reports on public debt submitted to the National Assembly.

"[hat llouse resolution on the Consolidated Fund Services report for the FY 2024125

budget estimates resolved lhat:

i. The head of the PDMO be appointed as an accounting olficer to enhance the

elliciency of the ollicer.
ii. That the National Treasury and the Central Bank of Kenya undertake

macroeconomic reviews to ensure that tiscal and monetary policy operate

synergistically to mitigate tinancial burden ofdebt.

I

5.2. Submission by the Institutc of Public Finance (lPF)

7l . In their submission, the Committee was informed that the Institute ol Public Finance (lPF) is
an independent non-profit think tank that lbcuses on principles ofpublic finance management

through the generation of credible el'idence. advocacy, and technical assistance. The Institute
proposed that:

i. The Medium Debt Management Strategy covers debt as ofJune 2024. The National
Treasury should be required to provide debt records up to December 2024 which will
lead to more informed decisions using updated debt data.
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ii. While there is progressive improvement in reporting on guaranleed debt under the

2025 MTDS additional information such as the nature of the guarantee. duration ol
the guarantee, and risk assessment in respect of a Guarantee in line with Section 58 ol
the PFM Act 2012 is required to enable Parliament to decide whether to approve drati
loan guarantee documents or not.

iii. The Medium;l'erm Debt Management Strategy should include a requirement that

Annual Borrowing Plans should indicate the investment to be funded by borrowed

funds. Specifically, any infiastructure bond procured should be able to identify the

infiastructure to be funded by the proceeds to enhance accountability.

iv. The 2025 Medium-Term Debt Management Strategy proposes the use ofdebt swaps

and Environmental. Social and Govemance (ESG) finalcing to flnarce the budget

deficit fbr FY 2025126. Full disclosure of this type of t'inancing should be made

including but not limited to community displacements and risks associated with them.

v. There is an inconsistency between the net borrowing mix outlined in the Budgel Policy
Statement (BPS) and the Medium-Term Debt Management Strategy (MTDS). The

MTDS suggests a 65:35 ratio of net domestic to extemal borrowing. whereas the BPS

proposes a ratio of 82:18. It is crucial for these documents to align. as discrepancies

in the fiscal deticit strategy can lead to uncertainty in debt planning and market

expectations. This issue may be further exacerbated if macroeconomic assumptions

and projections are not met, resulting in tiscal stress.

vi. The Medium-Term Debt Management Strategy should be l-ully integrated into the

Budget Policy Statement to guide horrowing decisions eflectively and avoid the

deviations that happen through supplementary estimales increasing borrowing needs.

This has often resulted in increased borrowing tiom the private sector leading 1o

increased interest rates and crowding out oithe private sector.

72. Upon deliberation. the Committee observed the following:

i. That in because of the lengthy process of developing a Medium Term Debt

Management Strategy and requisite public participation. makes it unfeasible tbr the

PDMO to utilize debt stock as ofthe end of December. However, the national treasury

should endeavor to adhere to the PFM Act.

- House resolution on the 2023 MTDS and 2024 MTDS resolved that the National
Treasury should ensure consistency between the Medium-Term Debt Management

Strategy and the Budget Policy Statement regarding, undertake sensitivity analysis and

report on deviations.

While the development and purpose of the Annual Borrowing Plans are provided fbr
under Section 63 of the PFM Act 201 2 and Regulation 186 of the National Govemment

PFM Regulations, 201 5, the Committee concurs that there should be increased

lll
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tmnsparcncy and accountability in the use of domestic bonowing. This is particularly

important when the funds are allocated towards general govenrment support, which has

been the practice for the proceeds of infrastucture bonds. This will also be of
significance given the increased domestic borrowing proposed by the 2025 MTDS.

The Committee concurs that the proposal under the 2025 Medium-Term Debt

Management Strategy for the use of innovative financing instruments to finance the

budget deficit for FY 2025126 should require additional oversight, Eansparency

accountability.

lv.

I
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6. COMMITTEE OBSERVATIONS

73. Arising from the above deliberations the Committee made the following observations. that:

I ) The 2025 Medium-Term Debt Strategy (MTDS) outlines a financing strategy comprising: a)

gross tinancing ratio ol25:75 between external and domestic borrowing. respectively. and b)

net financing strategy of35:65 tbr external and domestic financing, respectively. This indicates

that the domestic market will serve as the primary source of lirnding lbr tiscal deficits over the

medium term.

2) The 2025 MTDS aims to expand the domestic debt portfolio. However, since domestic

borrowing already carries higher costs and risks compared to extemal debt, additional macro-

liscal measures will be necessary to mitigate any negative efl'ects of increased reliance on

domestic financing. Regular assessmenl reports should be submitted to the National Assembly

and made public to ensure proactive monitoring of costs and risks. thereby lbstering market

confidence.

3) There is a misalignment betu'een the fiscal deficit financing strategy outlined in the 2025

Budget Policy Statement (BPS) and the approach in the 2025 MTDS. Ensuring coherence

between these strategies is crucial lbr enhancing the predictability of medium-term financing

needs, strengthening debt management, and achieving cost and risk reduction objectives,

which w'ill ultimately support budget execution and debt sustainability.

4) The 2025 MTDS witl explore alternative financing instruments, including Sustainability-

Linked Bonds (SLBs), Debt Swaps. Diaspora Bonds, and ESC Bonds. lt is essential to ensure

that these mechanisms do not increase overall debt costs and risks. Furthermore, transparent

contractual assessments and well-structured negotiations should be undertaken to align these

instruments with the govemment's broader macroeconomic and fiscal objectives.

5) Relying on loan financing to bridge the tlscal deticit fbr FY 2025/26 and the medium term will
contribute to the continued rise in public debt, which has already reached record levels.

Theretbre, it is crucial to explore altemative non-debt linancing mechanisms to fund

govemment expenditures while mitigating the growth of public debt and its associated costs

and risks.

6) As of the end of FY 2023124, Kenya's public debt stood at Kshs. 10.58 trillion, equivalent 10

63% in Present Value (PV) terms. This exceeds the 55% (+5%) PV+o-CDP threshold

established under the Public Financial Management (PFM) framework. which must be met by

2028. Achieving this target requires strict fiscal discipline and the adoption of appropriate

consolidation measures.

7) The composition of domestic debt holders is becoming more diverse. While banks have

historically been the largest holders of govemment securities. their share has declined fiom
55o/o to 47Vo, with increased participation lrom trust lunds, pension funds, and olher

institutional investors. This shifi is driven by the low-risk. high-return nature of govemment
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securities. along with policy initiatives by the Central BanI of Kenya aimed at broadening

access to government debl instruments and encouraging investor diversification.

8) Debt service obligations are projecled to increase from Kshs. 1.87 trillion inFY 2024125 to

Kshs. 2.47 trillion by June 2027. raising the proportion ofrevenue allocated to debl repayment

to an average of 607o over the medium term. This growing debt burden is likely to limit t'iscal

flexibility for other essential expenditures. To mitigate the associated budgetary constraints, il
is critical to enhance the efficiency of resource utilization. Additionatly, clear performance

indicators should be established to identill' high-impact investment sectors. assess lheir
etlectiveness. and facilitate timely corrective actions.

9) That, liquidity risk assessments indicate that debt repayment pressure will persist through 2027

despite the fact that domestic bonowing costs arising from short-term borrowing and the

overdratl l'acility could be reduced substantially if the National Treasury would seamlessly

access idle bank balances and AIA resources held by MDAs to meet short term exchequer

payments.

I0)Kenya's National Treasury lags behind its East African counterparts in adopting financial

technology lbr public debt management. The debt recording system remains only parrially

automated and is yet to be tllly integrated with the IFMIS payment system. As a result. reliance

on parallel manual processes involving the Controller ofBudget and the Central Bank ofKenya
continues. hampering efiiciency.

ll)There is a need tbr greater transparency and accountability in the utilization of domestic

borrowing. especially when funds are allocated for general budgetary support-an approach

that has been common with the proceeds of inl'rastructure bonds. Clearer reporting mechanisms

should be implemented to track and disclose how these funds are utilized.
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7. COMMITTEE RECOMMENDATIONS

74. F-ollowing stakeholder submissions . public participation submissions. committee deliberations

and observations. the Comminee recommends as Ibllorr's:

7.1, Non-financialrecommendations:

I ) That, to meet the PF'M Act. 2012 thrcshold of Debt to CDP in Present Value terms of 55%o

(+5%) by 2028. the Cabiner Secretary National Treasury and Economic Planning should

publish quarterl), reports detailing progress on fiscal consolidation as outlined in the 2025

Budget Policy Stalement.

2) That, the Cabinel Secretary National 'freasury and Economic Planning, Governor, Clentral

Bank olKenya. and Controller of Budget should l-ully automate the withdrawal of deht service

payments from the Consolidated Fund by 3l'' May. 2025. and submit a reporl to the National

Assembly within l5 days afier the automation.

3) That. to strengthen llnancial controls. ensure accurate and timely public debt statistics. and

enhance decision-maliing lbr greater transparency and accountability. the National 'freasurS'

should integrate the Public Debt Management System with the Integrated Financial

Management System (lFMlS) by 3l't May, 2025. and submil a repo( to the NationalAssembly

w'ithin l5 days alier the integration of the two systems.

4) That, to mitigate the growing risk ol domestic debt interest payments and to reduce the

tendenc.v of the govemment borrowing funds held by public entities. the National Treasur-r'

should deploy the'freasury Single Accourt (TSA) tbr all MDAs. parastatals, and public lunds

by l" July,2025.

5) That, to improve transparency and accountability in anticipated increase irr domestic

borrowing, the Cabinet Secretary National Treasury and Economic Planning should within 60

da1's:

i. Form a working committee to establish criteria lbr assessing the et)'ective utilization of
borrowed tunds by Ministries. Departments. and Agencies (MDAs). establish the

registrar of Government securilies pursuant to Section 55 ofthe PFM Act. and

ii. Record in the debt register the details on the utilization ofthe borrowed tunds. including

the set olprojects funded liom the proceeds of inf'rastructure bonds.

6) That, the Cabinet Secretary National Treasury and Economic Planning should establish an

inleragency committee. including representatives f'rom the Central Bank of Kenya and the

Controller ol Budget to review the public debt procurement process, debt utilization, and

submit a report to the National Assembly by 3 I " May. 2025.

7) Thot. the Cabinet Secretarl'. National Treasury and Economic Planning shall report and seek

approval tiom the National Assenrbly on any variation lo the approved borrowing mix in the

2025 Medium Term Debt Management Strategy (M-[DS).
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7.2. Finencialrecommendations

8) That, the fiscal deficit target lbr the medium term is approved and set at 4.3 percent ofGDP
forFY 2025126:3.5 percent of GDP tbr FY 2026121. and 3.2 percent of GDP lbr FY 2027128.

in line with the tiscal consolidation path: and

9) That, the country's borrowing strategy is approved at 35 percent for net extemal bonowing
and 65 percent for net domestic borrowing as contained in the 2025 Medium Term Debt

Management Strategy.

8, ANNEXURES

Further, pursuant to the National Assembly Standing Order 232A(5Xa), Schedule I indicates

details on the stock of lbreign denominated public debt, including publicly guaranteed debt, and

Schedule 2 indicates details on the stock of domestic debt. are hereby attached in Annex I and

Annex 2.

SIGNED

HON. GLADYS J. BOSS, MGH, M.P.
DEPUTY SPEAKER/CHAIRPERSON, LIAISON COMMITTEE

5
th WaM^ loe-(

DATE
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TTIE NAT'H,
PAPERS L

DATE: t, ! t{AR ?Ces
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ANNEX 1: SCHEDULE 1
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ANNEX 2: SCHEDULE 2



T.Bills rs st Jrn 31,2025.Out3tendi
Wcighted Ave Rrte

13.95567,518,900,000.0091 4-Nov-243-FeE25 260?/091
t3.4496r0,E29,r 50,000.009l I l-Nov-24l0-Feb-25 2603/091
12.79053,9E3,850.000.009l l8-Nov-24t7-Feb-25 2604/091
12.034013,317,400,000.009l 25-Nov-2424-Feb-25 26Ml09l
I1.250016,257,750,000.0091 2-Dec-743-Mar-25 26051091
10.456419,318,350,000.0091 9-Dec-24l0-Mar-25 26071091
10.031I5,829,950,000.009l l6-Dec-24l1-Mar-25 2608/091
9.95466.303,100,000.0091 23-Dec-2424-Mar-25 2609/091
9.89462,l9 r,250,000.009l 30-Dec-243l-Mar-25 2610/091
9.82528, r 32,350,000.0091 6Jan-257-Apr-25 26lll09l

9.56472,686,150,000.0091 2O-Jan-252l-Apr-25 26131091
9.525217,056,250,000.009l 2'l-Jan-2528-Apr-25 2614/091
t 6.85028,280,550,000.00t82 5-Aug-243-Feb-25 ?5621182
16.7 t4820,303,550,000.00182 l2-Aug-24l0-Feb-25 25631182
t6.7078r I,763,850,000.00l8Z l9-Aug-24t't-Feb-25 2564/182
15.66864,r 18,300,000.00182 26-A19-2424-Feb-25 2565/182
t6.63274,784,100,000.00182 2-Sep243-Mar-?5 25661182
16.6255I0,934,300,000.00t82 9-Sep24l0-Mar-25 25671182
16.624E3,503,000,000.00182 l6-Sep-?417-Mab25 2568/182
t6.6t577.639,050,000.00182 23-SeV2424-Mar-25 2569/182
16.58883,5E0,400,000.00182 30-SeF243l-Mar25 25'1Oll82
t6.49997,71 1,700,000.00IEZ T{,ct-241-Apr-25 2571/182
16.0950l l,362,250,000.00182 l44ct-24l4-Apr-25 257?1182
ts.6364t2,597,050,000.00182 2l Qct-242l-Apr-25 25'13/187
15.1467l I,706,900,000.00182 28-Oct-2428-Apr-25 25141182
14.52336,157,900,000.00I 82 4-Nov-245-May-25 2575118?
13.840024,488,350,000.00182 I I-Nov-24l2-May-25 2576/182
r3.058514,980,500,000.00182 l8-Nov-24l9-Vay-25 2571/182
t2.2095t 3, r69,200,000.00t82 25-Nov-2426-May-25 25781182
I t.33774.359.350.000.00182 2-Dec-242-luu:,-25 2579/182
10.54E56,992,400,000.00IEZ 9-Dec-249-Jun-25 2580/182
10.00513,196,700,000.00IEZ l6-Dec-24l6-Jun-25 258 t/182
r 0.02153,156,200,000.00182 23-Dec-2423)urt,-25 2582/lE2
10.021632 r,350,000.00182 30-Dec-2430-Jun-25 2583/182
10.02596,323,600,000.00182 6-Jan-257-h125 75841182
10.025310,103,100,000.00182 l3Jan-25l4-lul2s 25821182
10.02995,673,100,000.00182 20-Jan-252t-h125 2583/182
r0.02793,908,150,000.0018? 27-Jn-2528-l't125 25841182
t6.37474.035,600,000.00364 5-Feb-243-Feb-25 24901364
t6.85747,069,550,000.00364 l?-Feb-24l0-Feb-25 2491/364
t 6.91 885,495,450,000.00364 l9-Feb-24l7-Feb-25 249?1364
r 6.919412,394,400,000.00364 26-Feb.2424-Feb-25 24931364
16.9722t 0,152,850,000.00364 4-Mar-243-Mab25 24941364
16.9845I I,332,650,000.00364 ll-Mar-z{| 0-Mar-25 24951364

164 l8-Mar-2417 -Mar25 2496/364

C2: cBK - Olficial

3,183,100,000.00 l6.9EE9



24-Mar-75 24971364 364 25-Mar-24 9,668,000,000.00 l6_9890

3 I -Mar-25 24981364 364 7-Oct-24 8,813,100,000.00 16.9899

7-Apr-25 24991364 364 8-Apr-24 15,649,800,000.00 16.9898

l4-Apr-25 2500/364 364 l5-Apr-24 2l,839,800,000.00 16.5310

2l-Apr-25 25011364 364 22-Apr-24 14,228,300,000.00 16.5077

28-Apr-25 25021364 364 29-Apr-24 10,596,300,000.00 16.4924

5-May-25 25031364 364 6-May-24 r 2,25 5,550,000.00 t6.4952

l2-May-25 2504,1364 364 l3-May-24 r 5,122,700,000.00 16.5067

l9-May-25 250s1364 364 ?0-May-24 17,981,650,000.00 16.5295

26-May-25 2506t364 364 21-May-24 6, t29,500,000.00 t6.623t

2-lin-25 25071364 364 3-Jw-24 7,333,600,000.00 16.7061

9-Jun-25 2508/364 354 l0-Jun-24 4,841,100,000.00 16.731 I

l6-Jun-25 25091364 364 l'l-Jlun-z{ 2,647,600,000.00 16.7538

23-Jun-25 25101364 364 24-l$-24 5, 169, 150.000.00 't6.7 545

30Jun-25 25ll/364 364 t-td-24 2,094, t00,000.00 16.791I

1-rul2s 25t2/364 364 8-Jul-24 6,539,650.000.00 r 6.8299

l4-Jul25 2513/3@ 364 l5-!ul-24 9,478,950,000.00 r 6.8795

2l-Jttl-25 251413 364 22-\tl-24 3,276, r00,000.00 t6.897t

28-lul25 25151364 364 29-hl-24 r.910.900.000.00 16.92t2

4-Aug-25 2516t364 164 5-Aug-24 |,049,650,000.00 16.9206

I l -Aug-25 25171364 364 l2-Arg-74 8.095.050.000.00 l6.9t4l

l8-Aug-25 251E1364 364 l9-Aug-24 4,764,900,000.00 16.8664

25-Aug-25 25191364 364 26-At:g-24 6,372,700,000.00 r6 -8592

l-Sep-25 2520/364 364 2-SeV24 2,605,400,000.00 l6.t42l

8-Sep-25 25211364 364 9-Sep-24 6,448,150,000.00 r6_8228

l5-Sep-25 25221364 364 l6-Sep-24 4,2 r 1,800,000.00 16.8168

22-Sey25 2523/364 364 23-Sep-24 10,555,550,000.00 r6.8130

29-Sep-25 25241364 364 30-Sep-24 6,704,900,000.00 16.'7999

6-Oct-25 252513tu 364 7-Oct-24 10,144,750,000.00 t6.729l.

l3-Oct-25 252613@ 3U l4-Oct-24 16.830,650.000.00 16.3383

20-Occ25 252713&. 364 2l-Oct-24 r 8,156,500,000.00 t 5.91 l5

27-Oct-25 25281364 364 28-Oct-24 13,206,150,000.00 l5_4691

3-Nov-25 25291364 364 4-Nov-24 I 7,174,200,000.00 t4.9684

l0-Nov-25 25301364 364 I l -Nov-24 23,103,450,000.00 14.4416

l7-Nov-25 25311364 364 l8-Nov-24 28,17E,950,000.00 13.8993

24-Nov-25 2fi?/364 364 25-Nov-24 23,506,700,000.00 13.2949

l-Dec-75 ?5341364 364 2-Dec-24 r 6,207,700,000.00 t2.4903

8-Dec-25 2515/364 364 9-Dec-24 r 8.45 r,050,000.00 |.9673
I 5-Dec-25 2536/364 364 l6-Dec-24 8,479,600,000.00 1t;15'12

22-Dec-25 25371364 364 23-Dec-24 4,127,550,000.00 | 1.5372

29-Dec-25 25381364 364 3O-Dec-24 2.393,300,000.00 I I .4095

5-larl-26 7539/364 364 6-fan-25 I,750,200,000.00 r 1.371I

l2-lan-26 2540/364 364 l3-lan-?S 5,896,600,000.00 I1.3342

l9-lar;-26 2541/364 364 20-Jur-25 I 1.078.750.000.00 r 1.3044

164 27-Jat-25 13.506.300,000.0026-Jan-26 2541/364 I 1.2945

E56J18,450,000.00

C2: CBK - Official



Outstsnding T.Bills as at Jan 3l 2025

MaluriW Dale l,eeacv ID Tenor Reooen Date Fece Value CouponIssue Date
l0-Mar-2025 10.25 00/"FXD l/2010/015 15.0 29-Mar-2010 29-Mar-20 l0 t0.206.450.000

l0-Mar-2025 FXD t/20t 0/015 t5.0 29-Mar-2010 24-Nov-2014 t2.129,800.000 10.250%

l0-Mar-2025 FXD t/2010/015 r5.0 29-Mar-2010 26-Feb-2018 5.000.000,000 t0.2500/"

10.2 5 0o/ol0-Mar-2025 FXDI/2010/015 15.0 29-Mar-2010 05-Mar-2018 i 57.650.000

0?-Apr-2025 I1.7660/0FXDI/2022/003 3_0 I l-Apr-2022 33, t 12,900,000

07-Apr-2025 FXDt t2022/003 1.0 2'l -lun-2022 3,606,950.000 I I .7 66o/oI l-Apr-2022

0'l -Apt-202s FXD1t2022/003 3.0 I l-Apr-2022 22-Aue-2022 22,I 17,150.000 1l .7660/o

01-4pr2025 FXDIt?02?1003 I l-Apr-2022 24-Apr-2023 I,768,750,000 I I .'1660/.

07-Apr-2025 IFB t,2020/009 9.0 li-Apr-2020 39.486,t00,000 10.8500/"

05-Mav-2025 FXD t/2020/005 5.0 I l-May-2020 I I -May-2020 20,774,600,000 1t.6670/.

05-Mav-2025 FXD I /2020/005 5.0 I l -May-2020 25-May-2020 8,960,350,000 I I .66'to/.

I I .66'lo/o05-Mav-2025 FXD I/2020/005 5.0 I l-Mav-2020 27 -hl2O2O E,842.900,000

05-May-2025 I L661voFXD t/2020/005 5.0 I l-May-2020 1O-lan-2022 27,107,400,000

05-May-2025 FXDI/2020./005 5.0 I I -May-2020 l6-lan-2023 24.936. t 50.000 I I .667%

05-Mav-2025 FXDI/2020/005 5.0 I I -Mav-2020 23-Jan-2023 13,E97,300,000 I1.66'tv.

l2-May-2025 19,925,793,691 t2.5000/.IFB r/2016/009 9.0 23-Mav-2016

lE-Aug-2025 F XDI12023 t002 2.0 2 l-Aug-Z023 I 1,474,650,000 16.972o/o

l8-Aug-2025 FXDt /2023 /00? 2.0 2l-Aus-2023 28-Aug-2023 t7,339,400,000 16.972%

I E-Aug-2025 FXD I /2023/002 2.0 2l -Aug-2023 l8-Sep-2023 14,801,650.000 16.972o/o

l8-Aue-2025 t6.9'7zvoFXDt/2023/002 2.0 2l -Aug-2023 02-Oct-2023 2.166.000,000

l8-Aug-2025 FXD t/2023/002 2.0 l6-Oct-2023 4.822,700.000 t6.972Vo2 l-Aug-2023

l8-Aug-2025 FXDt /2023 t002 2.0 2l-Aug-2023 22-Apt-2024 14,732,400,000 16.9720/0

I t-Aug-2025 FXDt /2023 t002 2.0 2l-A\E-2023 l0-Jun-2024 7,079,250,000 16.9'720/.

l8-Aug-2025 FXDv2023/002 2.0 2l -Aug-2023 24-lto-2024 1,771,300,000 16.912o/t

t6.9720/0l8-Aug-2025 FXDt /2023/002 2.O 2l-Aug-2Q23 08-Jul-2024 448,700,000

I 1.0000/.l5-Sep-2025 IFB l/2013/012 12.0 30-Sep-2013 16,060,205,597

0l -Dec-2025 13.2150/oIFB t/20221006 6.0 05-Dec-2022 24,374,850,000

0l-Dec-2025 IFB t/2022/006 6.0 26-Dec-2022 5,337,325,000 t3.2150/o05-Dec-2022

08-Dec-2025 FXD2/20 r 0/0r 5 15.0 27-Dec-2010 27-Dec-2010 7,329,350,000 9.000%

08-Dec-2025 FXD2i20r 0/015 15.0 27-Dec-2010 25-Apr-201 I 6,183,750,000

0E-Dec-2025 FXD2i20l0/015 15.0 27-Dec-2010 2 l-Sep-2020 I 1,6E6,700,000

9.000%

9.000%

I t-May-2026 FXD r /2023/003 3.0 ls-May-2023 20,241,050,000 14.2280/"

I l-May-2026 FXDI/2023/003 3.0 l5-May-2023 22-May-2023 r0.556,250,000 14.2280/.
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I l-Mav-2026 FXDr/202il003 i.0 l5-Mav-2023 29-May-202i 27.193.600.000 t4.2180/.

I i -Mav-2026 FXDI/202il00i 1.0 l5-Ma\.2021 26-Jun-202 3 18.547.050.000 14.2280/0

25-May-2026 tFBt/2020/006 6.0 0l-Jun-2020 r0.252.000.000 l0.200ol"

l5-Jul-2026 IFB l/2023/007 7.0 l9-Jun-2023 42.650.320.000 15.837%

17-Atg-2026 FXDt/20 r6/010 r0.0 29-Aug-2016 29-Aug-2016 t8,106,450,000 t5.039%

l7-Aug-2026 FXDI/20 t6/010 10.0 29-Aug-2016 l TJul-2023 16, 198,100,000 15.039%

l7-Aue-2026 FXD I /20 r6i 0 t0 10.0 29-Aue-2016 24-lul-2023 32, IE6,700.000 t5.0i9%
l7-Aus-2026 FXD I /20 t610 t0 l0.0 29-Aug-2016 lE-Sep-2023 7.0 r 7.?50,000 r5.039%

l7-Aug-2026 FXD r/2016/010 10.0 29-Aue-2016 02-Oct-2023 786.?50.000 15.0i996

l7-Aug-2026 FXDt/20 t61010 t0.0 29-Aug-2016 l4-Oct-2024 28,884,950,000 15.039%

l7-Aug-2026 IFB l/2020/01 I I t.0 24- Aug-2020 40,124,E00,000 10.900%

l2-Oct-2026 tFBU2014t0t2 12.0 2'I -Ocr-2014 16.63 I ,4'19 ,E47 t 1.000o/o

l2-Oct-2026 IFB l/2016/015 15.0 24-Oct-2016 10,001,466.651 12.00096

09-Nov-2026 FXDI/2021/005 5.0 l5-Nov-202 I l5-Nov-202 I 53,6t4.100,000 I1.2',170/o

09-Nov-2026 FXD t/2021/005 5.0 l5-Nov-202 I l4-Mar2022 E,509,550,000 11.2770/.

09-Nov-2026 FXDI/2021l005 5.0 l5-Nov-2021 21-M^r-2022 3,932,200,000 tt.2'7'7%

I I -Jan-2027 FXDI/2024i003 3.0 l5-lan-2024 21,987,350,000 l8.l85olo

I I Jan-2027 FXDI/2024l003 3.0 l5-Jan-2024 22-lan-2024 8,667,950,000 18.3850/"

I l)an-202'l FXDI /2024/003 3,0 l5-Jan-2024 I l-Mar-2024 34,305.100,000 16.3 E 5%

ll-Jan-2027 FXDt/2024l003 3.0 l5-Jan-2024 l0-Jun-2024 23,34 r,850,000 18.385%

I l)a*2O21 FXDV2024/003 3.0 l5-Jan-2024 24Jun-2024 3.252,900,000 t8.385%

| 5-F eb-2o27 tFBt /2024/8.5 8.5 l9-Feb-2024 48,066,970,000 18.461%

l5-Mar-2027 IFB ti20 I 5/0 t 2 12.0 l0-Mar-2015 r2.180.650.000 I 1.000%

l0-May-2027 tFBt/202316.5 6.5 ll-Nov-2021 32,912.350,000 17.9310/.

I0-Mav-2027 tFB I /2023/6.5 6.5 l3-Nov-2023 I l-Dec-2023 23.454. | 25.000 t'l .9330/"

'10-May-2021 lFB 2023/6.5 6.5 li-Nov-2023 l9-Aug-2024 17,096,025,000 t't .933ro

19-lul-202'l FXDI/2017/010 r0.0 3l-Jul-2017 3l -Jul-2017 5. t78.850.000 12.9660/o

19-1u12027 FXD l/2017/010 r0_0 3l-Jul-2017 07-Aug-2017 7,014,300,000 12.9660/0

l9lul-2027 FXD I /20 I 7/0 l0 t0.0 3l-Jul-2017 28-Aug-201 7 5,488,450,000 12.9660/o

l9-Jul-202? FXDI/2017/0 t0 t0.0 3lJul-2017 25-Sep-20 l7 6,307,250,000 12.9660/.

l9-Jul-2027 FXDI/20 r7l0r0 t0.0 i l-Jul-2017 02-Oct-z017 624,700,000 12.9660/0

t9-1u12027 FXDI/20 t7l0 t0 10.0 3 l-Jul-2017 l8-Dec-2017 5,3E8,400,000 12.966o/o

l9-lul-202'l FXDI/20 t7l0 t0 10.0 3l -Jul-2017 0 t-Jan-2018 5, r72,450,000 12.9660/.

19-!ul-202'l FXD l/20 t 7/0 t0 10.0 3l-Jul-201? l0-Oct-2022 14,257,650,000 12.966v"

l91,nl-2027 FXD I /20 I 7/0 l0 10.0 3l-lul-2017 l3-Feb-2023 7,689.200,000 t2.966%
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l0-Jul-2028 FXDI/2023/005 5.0 l7-iul-2023 22-)an-2024 2.546.300.000 l6.E44v'o

l0Jul-2028 FXD I /2023/005 5.0 l7-Jul-2023 25-Mar2024 I E.566.050.000 16.8440/.

l0-Jul-2028 FXD l/2023/005 5.0 l7-Jul-2023 08-Apr-2024 35.55E.550.000 l6.E44o/o

l0-Jul-202E FXD I /2023/005 5.0 I ?-Jul-202i l'1-lrn-2024 23.424.050.000 16.8440/.

l0-Jul-2028 FXD t/20211005 5.0 l TJul-2023 24-Jn-2024 I 1,2 18,400,000 t6.814%
l4-Aue-2028 FXD I /2018/0 t0 10.0 27-Aug-2018 27-Aug-20 l8 19.363,100,000 l?.6861',o

l4-Aue-2028 FXDI/20lEiol0 10.0 27-Aug-201 8 24-Sep-2018 2l,221,500,000 12.686v.

06-Nov-2028 tFB r/20 r 8/020 20.0 I9-Nov-2018 t8.193.650.000 I L950v.
27-Nov-2028 tFB | /2022t006 6.0 05-Dec-2022 24,374.850,000 13.215%

27-Nov-2028 tFBt t20221006 6.0 05-Dec-2022 26-Dec-2022 5.337,12s,000 t3.2150/o

04-Dec-2028 FXD2/2018/010 l0_0 l7-Dec-2018 l7-Dec-2018 26,143.600,000 12.5020a

t2.502%04-Dec-202E FXD2/20 t8l010 10.0 l7-Dec-2018 3 l-Dec-20 | 8 6.623,550,000

04-Dec-202E FXD2/2018/010 t0.0 l7-Dec-2018 27 -lnl-2020 20. t33,950.000 t2.5020/"

04-Dec-2028 FXD2I20r 8/010 t0.0 l7-Dec-201E 24-lan-2022 7.3 t2,550,000 t2j020a
04-Dec-2028 FXD2/20 t 8/0 t0 10.0 l7-Dec-2018 l0-Apr-2023 3,606,550,000 12.502%

l2-Feb-2029 FXDr/2019/010 l0.0 25-Feb-2019 25-Feb-2019 32,800,400,000 12.4380/.

l2-Feb-2029 FXD I/20 r 9/0l0 10.0 25-Feb-2019 27-lan-2020 19,243,600,000 t2.4380/o

l2-Feb-2029 FXD I /2019/0 r 0 10.0 25-Feb-2019 l5-Mar-202 I 15,4E0,E50,000 12.43E%

l2-Feb-2029 tFBU20't7/012 12.0 2'1-Feb-2017 6,249,550,000 12.500%

02-Apr-2Q29 FXD2/2019/010 10.0 l5-Apr-20 l9 l5-Apr-2019 5 t,325,000,000 t2.300%

02-Apr-20?9 FXD2/2019/010 10.0 l5-Apr-2019 22-Aus-2022 9,,t00,300,000 12.300%

02-Apr-2029 IFB t/2020/009 9.0 l3-Apr-2020 39,486,800,000 r0.850%

07 -May-2029 tFBlt2023t6.5 6.5 I ll-Nov-2023 9,873,705,000 17.9330/.

07 -May-2029 tF B | /2023 /6 .5 6.5 l3-Nov-2023 I l-Dec-2023 7,036.217,500 t7 .9330/0

01-May-2029 tFBt/2023/6.s 6.5 l3-Nov-2023 l9-Aug-2024 I r,128,807,500 l'l .931o/o

06-Aug-2029 FXD3/2019/0 r0 r0.0 l9-Aug-2019 l6-Aug-2021 23,7i8,400,000 I I .5l1o/o

06-Aue-2029 FXD3i20l9i0 t0 t0.0 l9-Aug-2019 45,005,050,000 I | .51'70/.

l2-NoY-2029 FXD4/2019/010 10.0 25-Nov-20!9 25-Nov-2019 28,344,450,000 12.2800/.

l2-Nov-2029 FXD4/2019/010 10.0 25-Nov-2019 02-Dec-2019 8,082, r 00,000 12.280v"

l2-Nov-2029 FXDl/2019/0 t 0 10.0 25-Nov-2019 22-Jun-2020 32,923,550,000 12.2800/0

l2-Nov-2029 FXD|/2o19/010 10.0 25-Nov-2019 l3-Dec-2021 20,622 150,000 12.28Qo/o

l4-Jan-2030 tFBt/202t/016 16.0 25-lan-2021 40,479. t75,000 l2.25',tvd

I l-Feb-2030 tFBt/2024t8.s 8.5 l9-Feb-2024 57,680,364,000 18.461%

0l-Apr-2030 IFBI/2021/0lE tE.0 l2-Apr-2021 40,892,800,000

06-May-2030 tFB I /2023 t6 .5 6.5 I i-Nov-2023 23.038,645,000

C2: CBk - Official
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3l-Jan-2033 FXD I/2023/0 t0 t0.0 li-tcb-2021 l'l -lun-2024 8.435,850,000 14. t5l o/"

3 l -Jan-2033 FXDI/2023/010 10.0 I i-Feb-2021 24-lun-2024 8.E39.350.000 14. t5 t%
3 I -Jan-2033 FXD I /2023/0 t0 10.0 I3-Feb-2023 I l -Nov-2024 I t.202.500,000 14.1510/.

l3-Feb-2023 FXDl,202ll010 10.0 ll-Feb-2023 09-Dec-2024 35,833.400,000 t4.15 t%
28-Feb-2033 lFBli202ll0t7 17.0 li-Mar-2023 25.276.575,000 l4.1990/.

2E-Feb-2033 tFBV2023/017 17.0 20-Mar-2023 2O-Mar-2O23 6,307,400,000 14.3990/"

28-Feb-2033 tFBlt2023/Ot'7 t7.0 l7-Apr-20?3 11-Apr-2023 2.5 14,275,000 14.399%

28-Feb-2031 lFBl t2021 lO t7 t7.0 ll-Mar-2023 l9-Aug-2024 8.570.625.000 14.399o/o

28-Feb-20i3 tFBt/2023t01't t't .0 ll-Mar-2021 02-Sep-2024 r7,564,025,000 t4.3990/.

09-May-2033 FXDI/2018/015 15.0 28-May-2018 28-May-2018 t3,221,E50,000 l2.65o0/o

09-May-2033 FXDI/20t8/0t5 15.0 28-May-201 E l7-Jun-2019 17,482,750,000 t2.6s0vo

09-May-2033 FXDI/2018/0 t5 15.0 28-May-201 8 23-Sep-20 l9 15, ll 6.850,000 12.6500/.

09-May-2033 FXDIi2018/0t5 15.0 28-May-201 8 07-Ocr-2019 3,43 t,400,000 12.6500/,

09-May-203 3 F'XDl /2018/0 t5 t5.0 28-Mav-2018 l9-Jul-202 I 27.096.800,000 12.650o/o

09-Mal.20l3 FXD t/2018/0 t -5 r5.0 28-Ma1"-20 l8 20Jan-2025 25.64t. t 50,000 l2.65Oo/.

03-Oct-2033 FXD2/2018/0ls t5.0 22-Oct-201E 22-Oct-201E 7,848,300,000 12.150o/o

03-Oct-2033 FXD2/2018/0t5 15.0 22-Oct-2018 05-Nov-2018 2 t.2r6,050,000 12.7 50o/o

03-Oct-2033 FXD2/2018/0 t5 I5.0 22-Oct20l8 25-hl-2022 4,347,350,000 12.7 500/"

I I -Oct-2033 tFB I /2018/020 20.0 l9-Nov-2018 9.196,825,000 I I .950%

09-Jan-2034 FXDt/2019/015 15.0 28-Jan-20l9 28-Jan-2019 14.716,500,000 12.85'.1o/o

09-Jan-2034 FXDI/2019/015 r5.0 28-Jan-2019 I l-Feb-2019 I 5,E50,I 50,000 12.85',70/,

09-Jan-2034 FXD l /20 t9l015 t5.0 2E-Jan-2019 2'7 -lul-2020 48,530.200,000 12.85'.to/o

06-Mar-20i4 IFB 1 /20 t9 /025 25.0 25-Mar-2019 8,414,325,000 12.2000/0

t6.000%

16.0009,o

I6.000%

t6.000%

16.000%

l3-Mar-2034 FXDV2024t0l0 10.0 25-Mar-2024 4.898,100,000

l3-Mar-2034 FXDI/20241010 10.0 25-Mar-2024 0t-Apr-2024 t2,189,350,000

l3-Mar-2034 FXD l/20241010 10.0 25-Mar-2024 06-May-2024 10.923.550.000

l3-Mar-20i4 FXDt/2024/010 t0.0 25-Var-2024 l3-May-2024 7.0 t 7,t50,000

l3-Mar-2034 FXDI/20241010 t0.0 25-Mar-2024 22-lul-20?4 6,903,100,000

l3-Mar-2034 FXDI/202410r 0 10.0 25-Mat-2O24 23-Sep-2024 r2,016,600,000 16.000o/o

l3-Mar-2034 FXDt/2024t010 t0.0 25-Mar-2024 l8-Nov-2024 30,079,050,000 16.0000/"

l3-Mar-2034 FXD',t t1024/010 10.0 25-Mar-2024 l6-Dec-2024 40,51r.800,000 16.000o/o

24-Apr-2034 FXD2/20r 9/015 r5.0 l3-May-2019 l3-Mav-2019 19,3 t4,450,000 12.734%

24-Ap?2034 FXD2/2019/0t5 t5.0 l3-Mav-2019 23 -Sep-20l9 r7,227,200,000 12.7340/"

24-Apr-2034 FXD2/20 t9l015 t5.0 l3-May-2019 07-Oct-2019 5,905,650,000 12.'134%

24-Apr-2034 FXD2/2019/015 t5.0 l3-May-2019 l4-Dec-2020 9,747,500,000 12.734%
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24-Apr-2034 FXD2/20 t9/0 t5 15.0 I 3-Ma1--20 l9 2E-Dec-2020 7,421.600,000 12."134o/o

24-Apr-2034 t-'xD2/2019/0t5 t5.0 l3-May-2019 l0-Ma!'-2021 6.t31.?00.000 t2.1i4v.
24-Apr-2034 FXD2/20 r9/015 15.0 l3-Mav-20 I9 24-May-2021 15.E97. t50.000 12.1340/.

l0Jul-20i4 FX Di/2019/0 r5 r5.0 29-Jul-2019 29-Jul-2019 50.552.950.000 12.340o/o

l0-iul-2034 FXD3/2019i0 t5 t5.0 29-Jul-2019 I l-Occ202 I i.366.850.000 t2.3100/.

05-Feb-2035 FXDr/2020/0t5 15.0 24-Feb-2020 24-Feb-2020 5, t9 t,250.000 12.'t 56vr

05-Feb-20i5 FXD t/2020/015 15.0 21-Feb-2020 2l-Sep-2020 44,725,900.000 12.1560/0

05-Feb-2035 FXD t/2020/015 15.0 24-Feb-2020 l4-Mar2O22 6,595.E00.000 12.7 560/o

05-Feb-2035 FXDI/2020/0 t5 15.0 24-Feb-2020 21-Mar-2022 15,561,650,000 t2.7 560A

05-Feb-2035 FXDI/2020/0t5 15.0 24-Feb-2020 l0-Oct-2022 1.08 r,700.000 12 ',l 560/.

28-May-203 5 FXD r /2010/025 2s.0 28-Jun-2010 28-Jun-2010 20.192,500,000 I t.2500/0

I L7 500/.08-Oct-2035 IFB t/2019/016 16.0 28-Oct-2019 35,514,275,000

0l -Sep-2036 FXD t/2016/020 20.0 26-Sep-2016 26-Sep-2016 t2,76 t,200,000 14.000%

0l -Sep-2036 FXD t/2016/020 20.0 26-Sep-20 l6 23-Sep-2024 9,211,700,000 t4.0000/"

27 -Oct-2036 tFBlt2022tt)t4 t4.0 l4-Nov-2022 28-Nov-2022 9,5 15,700,000 t3.93 8%

27 -Oct-2036 tFB | /2.O22tO t4 14.0 l4-Nov-2022 37,613.600,000 l].9180/"

05-Jan-2037 lFBl/2021/0t6 16.0 25-Jan-2021 40,479.175,000 t2.2510/o

06-Apr-2037 FXDl2022/0r5 I 5.0 25-Apr-2022 2'l -\to-2022 15,955,700.000 13.942vo

06-Apr-2037 FXDI/202210t5 15.0 25-Apr-2022 27,623.400,000 t3.942%

06-Apr.2037 FXDtD022t0t5 15.0 25-Apt-2022 I9-Sep-2022 t3,404,550,000 13.942o/o

06-Apr-2037 FXDt/2022/0t5 15.0 25- Apr-2022 l6Jan-202i 7,26 t,550,000 l3 .942o/o

06-Apr-2037 FXDI/202210t5 t 5.0 25-Apr-2022 23)an-2023 4.112,500,000 13.942vo

06-Apr-2037 FXDI/2022/015 15.0 25- Apr-2022 I l-Nov-2024 t7,571,450.000 13.942o/o

0l -Mar-2038 FXD l/2018/020 20.0 26-Mar-201 8 26-Mar-201E 8,564,250.000 13.2OOo/o

0l -Mar-2038 FXDlz0l8/020 20.0 26-Mar-201E 02-Apr-2018 7,E4 t,300,000 t3.2000/0

0l-Mar-2038 FXDI/20t 8i020 20.0 26-Mar-2018 30-Apr-2018 6,856,600,000 l3.200ozo

0l -Mar-2038 FXD t/20 t8/020 20.0 26-Mar-2018 23-Mar-2O20 8,321,600,000 Ii.200Yo

0l -Mar-203 E FXDI/2018/020 20.0 26-Mar-2018 23-Nov-2020 27,450.400,000 13.200%

0l-Mar-2038 FXD I /20 t8/020 20.0 26-Mar-2O18 l6-Aug-202 I 17,766,600,000 13.200Vo

0l -Mar-2038 FXD t/2018/020 20.0 26-Mar-2018 13-Dec-2021 t 7,714,850,000 t3.200vo

0l -Mar-2038 FXD r/2018/020 20.0 26-MN-201t 09-Dec-2024 20.741.700.000 13.2000/"

05-Jul-203E FXD2/2018t020 20_0 30-Jul-2018 30-Jul-2018 t0,635,550,000 13.?00%

05-Jul-2038 FXD2/2018/020 20.0 30-Jul-2018 24-Sep-2018 5,211,100,000 11.2000/.

05-Jul-2038 FXD2n0l8i020 20.0 30-Jul-2018 l0-Aug-Z020 40,22 t.850,000 13.200o/o

05-Jul-2038 FXD220l E/020 20.0 30Jul-2018 I 5-Mar-2021 33.130, t00,000 13.200o/o
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25-Oct-203 E IFBI/20t8/020 20.0 l9-Nov-2018 9. t96,825.000 I 1.9509/"

2l-Mar-2039 FXDI/2019i020 20.0 l5-Apr-2019 I 5-Apr-2019 9,018,150.000 12.8',73%

2 l-Mar-2039 FXDI/20 t91020 20.0 I 5-Apr-2019 l9-Aug-2019 14.541.900.000 12.8',7 30/.

2 l -Mar-20i9 FXDt/2019/020 20.0 I 5-Apr-2019 2l -Jun-2021 I t,74 1.000,000 12.873vo

2 l-Mar-z0i9 FXDt/2019/020 20.0 I 5-Apr-2019 05-Jul-2021 29,E10,600.000 12.87)vo

2 l-Mar-2039 FXDI/20 r91020 20.0 l5-Apr-2019 l5-Nov-202 I 16,23E,350,000 t2.87fo/"

2 l -Mar-2039 IFB I/2021/0 t8 r8.0 l2- Apr-2021 40.892,800,000 12.667vo

20-Feb-2040 IFBlt2023/0t7 t7.0 l3-Mar2023 25 .27 6,57 5 ,000 14.39996

20-Feb-2040 tFBl/20231017 t7.0 20-Mar-2023 20-Mar-2021 6,307,400,000 14.1990/.

20-Feb-2040 tFBU2023/017 t7 .0 l7-Apr-2023 11-Apr-2023 2,514,275,000 14.f990/"

20-Feb-2040 tFBU2023t0t',? 17.0 l7-Apr-2023 l9-Aug-2024 8.570,625,000 14.3990/.

20-Feb-2040 lFBl/2023t01',] I7.0 l7-Apr-2023 02-Sep-2024 t7,564,025,000 t4.399%

2l -May-2040 IFBt/2022t018 t8.0 I iJun-2022 36,8 t0,275,000 t3.'142%

2 I-Mav-2040 IFB l/2022l018 t8.0 17-hn-2022 I l-Jul-2022 j,103,475,000 13.7420/0

2l-Jan-20,1I sDB t/201l/030 I0.0 28-Feb-201I 28-Feb-201I 8,718.100,000 12.0000/.

2l-Jan-2041 sDBl/201l/010 100 2E-Feb-201I 2E-Mar-201 I r0,041,550,000 12.0000/0

2l-Jan-2041 sDBI/201l/0i0 i0.0 28.Feb-201 I 29-Aug-201 I 3,376,800.000 12.000%
2l-lan-2041 sDB l/20r r /030 t0.0 2E-Feb-201I 25-Aug-2014 t.752.500,000 t2.oooo/.

2l-lan-2041 sDBI/201t/030 i 0.0 28-Feh-201 | 0l-Sep-2014 2,003,350,000 t2.000v.
2l -lan-2041 sDB l/20 t 1i030 3 0.0 28-Feb-201| 08-Sep-2014 667,900.000 12.0000/0

2l-lan-2041 sDBI/201l1030 3 0.0 28-Feb-201 I I 5-Sep-2014 19,000,000 12.0000/"

2l-lan-2041 sDBl/201I/030 30.0 2E-Feb-201I 22-Sep-2014 712,400.000 l2.0000/"

2l -Jan-2041 sDB l/20 r r /030 30.0 28-Feb-201 I 29-Sep-2014 E53, t00,000 12.00070

28-Jan-2041 tFBv2022t0t9 19.0 2l -F eb-2022 49,188,775,000 12.9650/o

22)d-2041 FXD1/2021/020 20.0 l6-Aue-2021 24-lan-2o22 28,23s,4s0,000 13.4440/"

22-llul-2041 FXDt 12021lo20 20.0 l6-4ue-2021 39,530,700,000 tl.4440/.
22-hl-2041 FXDt t2021 /020 20.0 l6-Aue-2021 22-Aue-2022 E,2 t7,E50,000 13.4440/o

l8-Aue-2042 tFBt/202v021 2l .o l3-Sep-2021 53,37 t, t00,000 12.'t 310/0

25-Mav-2043 FXD l/2018/025 25.0 25-Jun-2018 25-Jun-2018 5.152.600.000 t3.4000/0

25-May-2043 FXDI/201Ei025 25.0 25-Jun-2018 24-Feb-2020 22,991.850,000 13.4000/o

25-Mav-2041 FXD l/2018/025 25.0 25-Jun-201E 23-Mal.2020 r 5,073,650,000 I3.400%

25-Mav-2043 FXDI/2018i025 2 5.0 25-Jun-2018 l9-Oct-2020 41. t56,400,000 t3.400%
25-Mav-2043 FXD t/20 r 8/025 25.0 25-Jun-201E l6-Nov-2020 7,952,200,000 13.4000/"

2?-Feb-2044 tFBt/20t91025 25.0 25-Mar-2019 E,414,325,000 t2.2000/.

09-Apr-2046 FXDI/202 t/025 25.0 l0-Mav-202 I 24-Mav-2O21 5.015.600.000 13.9240/0

C2: CBK - Official
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BolTowsr Name ln trummt Tlde Cr€dlbr l{lrns
Sum ot DiabuEsd OuElanding D€bt
tKsHs,

Kenya Airways
Kenya Airways Guarantee (for
Local Banks)

MTC Trust & Corporate Services
Limited (Security Agent for Local
Banks) 9.689.231 ,267.74

Kenya Electricity Generating Company
DSSlJapan For Kencen Loans
Phase I Government of Japan 613.813,270.00
DSSI Japan For Kencen Loans
Phase ll Government of Japan 733,240.226.00
Mombasa Diesel Generating Power
Plant Governmenl of Japan 178,334,998.84
Olkaria I Unit 4 and 5 Geothormal
Powor Projsct Government of Japan 15,601 ,494,240.12
Rehabilitation and Upgrade of the
Geothormal Plant Olkaria Govt of Fed. Republic of Germany - GT; 'I.052,643,837.60
Sondu - Miriu Hydropower Proiect
Sangoro Power Plant Govemment of Japan 2,61 1,890.142.40

Sondu Miriu Hydro Power ll Governmenl of Japan 5.658.524,781.00
Sondu uiriu Hydropower Proiect Govemment of Japan 709,023,721.00

Kenya Ports Authority
DSSI Japan-Kenya Ports Authodty
(KE-P25) -Phase I Government of Japan 189,750,022.00
DSSI Japan-Kenya Po.ts Authority
(KE-P25) +hase ll Government of Japan 227,679,900.00
Xenya Port Oevelopment Project -
Phaso ll (Principal l) Govemment ol Japan 23,381,951,288.77
Kenya Port Development Projecl -
Phase ll (P.incipal llA) Government of Japan 2.s86,298.373.95
Ilombasa Port DeYelopment
Programmo (Mombasa Port A) Government of Japan 15,005,175,455.21
Mombasa Port Developmsnt
Programme (Mombasa Port) Government of Japan 1,349.083,404.91

79,588.174,929.55
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THE NATIONA.L ASSEMBLY

13rH PARLIAMENT -FOURTH SESSION (2025)

DIRECTORATE OF AUDIT, APPROPRIATIONS AND GENERAL PURPOSE
COMMITTEES

LIAISON COMMITTEE

Report on the Considemtion of the 2025 Medium Term Debt Management Strategy

Ve, the undersigned, hetby affix our signatures to this tepon to affrm our apptoval:

1.
Hon. GladyeJ. Boss, MGH, M.P. - Deputy

Spcakcr/Chairpemon

2. Hon, Martha Wangati, CBS, M,P. - Vice-Chaitpecon

Hon. Kimeni Ichunglwah, MGH' M,P,3.

?-t)
1.

Hon. Japhet Kareke Mbiuki, CBS, M.P.

v5 Hon. Juliue Kibiwon Melly, M.P.

Hon, David Gikaria, CBS, M.P.6

Hon. James Gakuya Mwaogi' M.P. (
7

Hon. Daniel Epuyo Nenok, CBS' M.P.8

9 Hon. (Dr.) Robert Pukoae, CBS' M.P.

10 Hon. Vincent Musyoka, CBS, M.P.

Hon. Johana Ng'eno Kipyegon, CBS' M.P.11.

-,ldoptioa Schtdth



r(fuK.rt2. Hon. Joeeh Nyemoko, HSG M.P.

13
Hon. GII George Mecheda Keriuki, CBS, M.P.

14 Hoa. Gethoni Vemuchombe, M.P.

15
Hon, Gabtiel Kosh.l Toagoyo, CBS, M.P.

16
Hon. George Gitonge Murugarq CBS, M.P,

n.
Hon. Pctct bchakapoog, CBS, M.P.

18 Hon. Daaicl Sltati %nyama, CBS, M.P.

19.
Hon, Neleon Koech, CBS, M.P.

m
Hon. John Kiade Wawen4 CBS, M.P,

21. fls1. Kaagogo Bowen, CBS, M.P.

,',
Hon.(Dr.) John Mutung. Kanyuithie, CBS, M.P.

23.
Hoa. (CPA) Fraocie Kuria Kimmi, CBS, M,P.

u.
Hon. Alice Vambui Ng'rng'q CBS, M.P.

A
25

Hon. Eric Karemba Mucheagi Niiru, CBS, M.P.

.,

Adoptioa Scln&b
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REPUBLIC OF KENYA
THE NATIONAL ASSEMBLY

I3TH PARLIAMENT - FOURTH SESSION - 2025

DIRECTORATE OF AUDIT, APPROPRIATIONS AND GENERAL.PURPOSE
COMMITTEES

MINUTES OF THE sTtI SITTING OF THE LIAISON COMMITTEE HELD ON

WEDNESDAY sTH MARCH,2025 AT 8.OOAM IN CONFERENCE ROOM 3 ON SECOND

FLOO& AT TRADEMARK HOTEL IN KIAMBU COUNTY

PRESENT

Gladys J. Boss, MGH, M.P. - Deputy Speaker/Chairperson
Martha Wangari, CBS, M.P. - Vice-Chairperson
(Dr.) Robert Pukose, CBS, M.P.

Kangogo Bowen, CBS, M.P.
(Dr.) John Mutunga Kanyuithia, CBS, M.P.
Gabriel Koshal Tongoyo, CBS, M.P.
James Gakuya Mwangi, CBS, M.P.
Nelson Koech, CBS, M.P.
Joash Nyamoko, CBS, M.P.
George M. Kariuki, CBS, M.P.
David Gikaria, CBS, M.P.
Daniel Sitati Wanyama, CBS, M.P
Eric Karemba Muchangi Njiru, CBS, M.P
George Gitonga Murugara, CBS, M.P.
Daniel Epuyo Nanok, CBS, M.P.
Japhet Kareke Mbiuki, CBS, M.P
Peter Lochakapong, CBS, M.P.

l. Hon.
2. Hon.
3. Hon.
4. Hon.
5. Hon.
6. Hon.
7. Hon.
8. Hon.
9. Hon.
10. Hon.
I l. Hon.
12. Hon.
13. Hon.
14. Hon.
15. Hon.
16. Hon.
17. Hon.

APOLOGIES
l. Hon. Kimani lchung'wah, EGH, M.P.

2. Hon. Vincent Musyoka, CBS, M.P.
3. Hon. Julius Kibiwott Melly, CBS, M.P
4. Hon. Johana Ng'eno Kipyegon, CBS, M.P.
5. Hon. Alice Wambui Ng'ang'a, CBS, M.P.
6. Hon. Gathoni Wamuchomba, CBS, M.P
7. Hon. John Kiarie Waweru, CBS, M.P
8. Hon. (CPA) Francis Kuria Kimani, CBS, M'P'

Page l1



COMMITTEE SECRETARIAT
I - Dr. Martin Masinde
2. Mr. Robert Nyaga
3. Dr. Kiganda Evans

4. Dr. Abel Nyagwachi
5. Ms. Julie Mwithiga
6. Mr. Danson Kachumbo
7. Mr. Chacha Machage
8. Ms. Lynette Otieno
9. Mr. Leonard Machira
10. Ms. Ella Kendi
I l. Mr. Sakana Saoli
12. Mr. Ringine M. Wilson
13. Ms. Loice Olesia
14. Mr. Michael K. Kiminza
15. Mr. Benard Adera

16. Mr. Job Mugalavai

17. Mr. Solomon M. Alubala
I 8. Mr. Rodgers Kilungya
19. Mr. Kenneth Waweru

Director, Parliamentary Budget Offi ce

Ag. Senior Deputy Director, PBO
Principal Fiscal Analyst

Senior Fiscal Analyst
Senior Fiscal Analyst
Senior Fiscal Analyst
Senior Fiscal Analyst
Senior Legal Counsel
Senior Clerk Assistant
Clerk Assistant I
Clerk Assistant II
Fiscal Analyst III
Fiscal Analyst III
Fiscal Analyst lll
Fiscal Analyst III
Fiscal Analyst III
Fiscal Analyst lll
Audio Officer
Oflice Assistant

CONSIDERATION AND ADOPTION OF
REPORT ON 2025 MEDIUM TERM

MINNo.a{A/Lcl202sl01e: EBELIMINABJE

The meeting was called to order at twenty-six minutes past eight o'clock (8.26) followed by a word

of prayer.

MIN NO.AIA,/L CI2O25IO2OZ CONFIRMATION OF MINI]TES

The agenda was defened to the next sitting

M tN N O.NA/L C t2025 I 021 : MATTERS ARISING
There were no matters arising

MIN NO.A{A/L ct20231o222

MANAGEMENT STRATEGY

The Committee considered the draft report on lhe 2025 Medium Term Debt Management Strategy

and adopted it having been proposed by Hon. Joash Nyamoko, MP and seconded by Hon. Peter

Lochakapong, MP. The Committee observations and recommendations were as follows:

CO MM ITTE E O BS E RVATIO NS

Arising from the above deliberalions the Commiltee made lhe following observalions, thal:

l. The 2025 Medium-Term Debt Srategy (MTDS) outlines a financing strategy comprising: a)

gross financing ratio of 25:75 between extemal and domestic borrowing, respectively, and b)

net financing strategy 0135:65 for extemal and domestic financing, respectively. This indicates

that the domestic market will serve as the primary source of funding for fiscal deficits over the

medium term.

THE
DEBT
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2. The 2025 MTDS aims to expand the domestic debt portfolio. However, since domestic

bonowing already carries higher costs and risks compared 1o extemal debt, additional macro-

fiscal measures will be necessary to mitigate any negative effects of increased reliance on

domestic financing. Regular assessment reports should be submitted to the National Assembly

and made public to ensure proactive monitoring of costs and risks, thereby lbstering market

confidence.

3. There is a misalignment between the fiscal deficit financing strategy outlined in the 2025

Budget Policy Statement (BPS) and the approach in the 2025 MTDS. Ensuring coherence

between these strategies is crucial for enhancing the predictability of medium-term tinancing

needs, strengthening debt management, and achieving cost and risk reduction objectives, which

will ultimately support budget execution and debt sustainability.

4. The 2025 MTDS will explore altemative financing instruments, including Sustainability-

Linked Bonds (SLBs), Debt Swaps, Diaspora Bonds, and ESG Bonds. It is essential to ensue

that these mechanisms do not increase overall debt costs and risks. Furthermore, transparent

contractual assessments and well-structured negotiations should be undertaken to align these

instruments with the govemment's broader macroeconomic and fiscal objectives.

5. Relying on loan financing to bridge the fiscal deticit for FY 2025176 and the medium term will
contribute to the continued rise in public debt, which has already reached record levels.

Therefore, it is crucial to explore altemative non-debt financing mechanisms to fund

govemment expenditures while mitigating the growth of public debt and its associated costs

and risks.

6. As of the end ofFY 2023124, Kenya's public debt stood at Kshs. 10.58 triltion, equivalent to

637o in Present Value (PV) terms' 'fhis exceeds the 55% (+5%) PV+o-cDP threshold

established under the Public Financial Management (PFM) framework, which must be met by

2028. Achieving this target requires strict fiscal discipline and the adoption of appropriate

consolidation measures.

7. The composition of domestic debt holders is becoming more diverse. While banks have

historically been the largest hotders of govemment securilies, their share has declined from 55%

to 47%o, with increased participation from trust funds, pension funds, and other institutional

investors. This shill is driven by the low-risk, high-retum nature of govemment securities, along

with policy initiatives by the Central Bank of Kenya aimed at broadening access to govemment

debt instruments and encouraging investor diversification.

8. Debt service obligations are projected to increase from Kshs. 1.87 trillion inFY 2024/25 to

Kshs. 2.47 trillion by lune 2027, raising the proportion olrevenue allocated to debt repayment

to an average of 60%o over the medium term. This growing debt burden is likely to limit fiscal

flexibitity for other essential expenditures. To mitigate the associated budgetary constraints, it

is criticat to enhance the efficiency of resource utilization. Additionally. clear performance

indicators should be established to identiff high-impact investment sectors, assess their

effectiveness, and facilitate timely conective actions.

9. That, liquidity risk assessments indicate that debt repayment pressure will persist through 2027

despite the fact that domestic borrowing costs arising from short-term borrowing and the
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overdraft facility coutd be reduced substantially if the National Treasury would seamlessly

access idle bank balances and AIA resources held by MDAs to meet short term exchequer

payments.

10. Kenya's National Treasury lags behind its East African counterparts in adopting financial

technology for public debt management. The debt recording system remains only partially

automated and is yet to be fully irtegrated with the IFMIS payment system. As a result, reliance

on parallel manual processes involving the Controller ofBudget and the Central Bank ofKenya

continues. hampering effi ciency.

ll. There is a need for greater transpirency and accountability in the utilization of domestic

bonowing, especially when funds are allocated for general budgetary support-an approach

that has been common with the proceeds of infiastructure bonds. Clearer reporting mechanisms

should be implemented to track and disclose how these funds are utilized.

COMM I TT E E R ECO M ME NDATIONS

Following slakeholder recommendation, public participotion submissions,

deliberations and observations, the Committee recommends os follows:

commitlee

l. l.Non-fi nancial recommendations:

l. That, 1o meet the PFM Act, 2012 threshold of Debt to GDP in Present Value terms of 557o

(+5%) by 2028, the Cabinet Secretary National Treasury and Economic Planning should publish

quarterly reports detailing progress on fiscal consolidation as outlined in the 2025 Budget Policy

Statement.

2. That, the Cabinet Secretary National Treasury and Economic Planning, Govemor, Central

Bank of Kenya, and Controller ofBudget should fully automate the withdrawal ofdebt service

payments from the Consolidated Fund by 3l'r May, 2025, urd submit a report to the National

Assembly within l5 days after the automation.

3. That, to strengthen financial controls, ensure accurate and timely public debt statistics, and

enhance decision-making for greater transparency and accountability, the National Treasury

should integrate the Public Debt Management System with the Integrated Financial

Management System (IFMIS) by 3l't May, 2025, and submit a report to the National Assembly

within l5 days after the integration of the two systems.

4. That, to mitigate the growing risk of domestic debt interest payments and to reduce the

tendency of the govemment borrowing funds held by public entities, the National Treasury

should deploy the Treasury Single Account (TSA) for all MDAS, parastatats, and public funds

by 1'1 July, 2025.

5. That, to improve transparency and accountability in anticipated increase in domestic

borrowing, the National Treasury should, within 60 days:
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MINNO"/i{A/LC2025/023: ADJOUBIIIMf,NT

The meeting was adjourned at ton minutes ten o'clock (10,10am), The next mceting to be held on
notice.

6'+h Wanu|t 2oes
Stpe0 Date.

HON. GLADYS J. BOSS, MGR, M.P.
DEPUTY SPEAKER & CHAIRPERSON
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L. lntroduction

The Office of the Controller of Budget (OCOB) is established under Article 228 of
the Constitution to oversee the implementation of the budgets of the National and
County Govemments by authorising withdrawals from public funds as established
under Articles 204,206 and207 of the Constitution of Kenya. Article 228 (5) of the
Constitution requires the Controller of Budget (CoB) not to approve any withdrawals
from public funds unless satisfied that such withdrawals are authorised by law. The
CoB is further guided by public finance principles articulated under Article 201 of
the Constitution, which requires public funds to be used prudently and responsibly.

1.1 Functions and Role of the Controller of Eudget

a. Oversight Role: The CoB oversees the implementation of national and county
govemments'budgets per Article22S (4) of the Constitution. This role involves
monitoring the use of public funds and reporting to Parliament on the
utilisation.

b. Controlling Role: The COB authorises withdrawals from public funds,
namely, the Consolidated Fund (Arti cle206(4)), County Revenue Fund (Article
207(2)(3)), and Equalization Fund (Article 204(9)). In authorising withdrawals,
the CoB must be satisfied that the withdrawal is in accordance with the law and
permitted as stipulated under Article 228(5) of the Constitution.

c. Reporting Role: By preparing statutory reports (quarterly, annual and special
reports) to the Executive and Legislature on Budget implementation of National
and County govemments (Article 228(6) and sections 9 & 10 of the CoB Act.
Through these reports, the Controller ofBudget ensures continuous monitoring
of the usage of public funds.

d. Advisory Role: Providing advice to parliament and County Governments on
financial matters, including where the Cabinet Secretary responsible for the
National Treasury exercises his mandate to stop the transfer of funds to a state

organ or public entity.
e. Investigation Role: Conducting investigation through the Controller of

Budget's initiative or following a complaint made by a member of the public
on budget implementation matters under Article 252(l)(a) of the Constitution.

3
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f. Dispute Resolution Role: Undertaking altemative dispute resolution, namely

reconciliation, mediation, and negotiation, to resolve conflicts and issues

relating to budget implementation between the national and county
govemments or between county govemments.

g. Public Sensitization Role: disseminating information to the public on budget

implementation at both levels of Govemment (Section 39(9) of the Public

Finance Management Act,2012, hereinafter referred to as the PFM Acf'). This

is in line with Article 35 of the Constitution, which provides for the right to
access information the state holds. This ensures the public is well informed on

budget implementation and can actively and effectively participate in the

budget process.

h. . Monitoring Role: Undertaking monitoring, evaluating, reporting and making

recommendations to the National and County Govemments on measures to

improve budget implementation.

i. Enforcement of Budget Ceilings: Enforcing budgetary ceilings as set by

legislation and other institutions mandated to set any such limit as mandated

under Section 5(d) ofthe Controller ofBudget Act,2016

This report is prepared in response to a letter (Ref: NA/DAA&GPC[-C12025(02))
dated 25 February 2025 from the Office of the Clerk of the National Assembly

inviting the Controller of Budget to provide insights into the proposed 2025 Medium
Term Debt Management Strategy, costs, and risk characteristics of Kenya's Public
debt stock, and give appropriate policy recommendations.

The 2025 Medium Term Debt Management Strategy (MTDS) is an annual
publication by the National Treasury. It is prepared in line with Section 33 of the
Public Finance Management Act 2012, which states that "On or before the l5th
February in each yeati the Cabinet Secretary shall submit to Parliament a statement
setting out the debt management strategl of the national government over the
medium term concerning its actual liability and potential liability in respect of loans
and guarantees and its plans for dealing with those liabilities." Further,

The objectives of the 2025 Medium-Term Debt Management Strategy are:

a. Reducing refinancing risks by reducing short-term maturity debt while
lengthening the total portfolio Average Time to maturity by deepening the

4
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domestic bond market by issuing more medium to long-term instruments as
the primary source of domestic financing.

b. Reducing the interest rate risk by increasing the average time between when
a debt instrument's interest rate is set and when it can be adjusted again based
on market conditions (Average Time to Refixing) and reducing the amount of
debt with variable interest rates. The Average Time to Refixing indicates how
often a borrower is exposed to potential interest rate fluctuations on that
specific debt.

c. Reducing the foreign exchange risk by diversiffing debt held in foreign
currencies; and

d. Promoting intergenerational equity.

2. Principles Guiding Public Borrowing
Public debt has been a growing concem in recent years, affecting the country's
efforts to finance inflastructure projects, address fiscal deficits, and manage
economic challenges. The latest available data shows that the total public debt has
reached significant levels, driven by extemal and domestic borrowing.

The key principles guiding public debt in Kenya are as follows:

a) Article 201 (a) states there shall be openness and accountability, including
public participation in financial matters.

b) Article 201 (c) states that the burdens and benefits of using resources and
public borrowing shall be shared equitably between present and future
generations.

c) Article 201 (d) Public money should be used prudently and responsibly.
d) The PFM Act Section l5(2) (c) specifies that over the medium term, the

national goverunent's borrowings shall be used only for financing
development expenditure and not for recurrent expenditure.

e) The PFM Act Section 15 (2) (d) specifies that public debt and obligations shall
be maintained at a sustainable level as approved by Parliament for the national
government and the county assembly for the county government.

f) The PFM Act Section 15 (3) specifies that short-term borrowing shall be
restricted to the management of cash flows. In the case of a bank overdraft
facility, it shall not exceed five per cent of the last recent audited national
govemment revenue.

g) The PFM Act Section l5 (4) The National Treasury shall ensure that the level
ofnational debt does not exceed the level specified annually in the medium-

Prcmoting Prudent Lltilizotion of Pubtic Funds 
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term national govemment debt management strategy submitted to Parliament.
And;

h) Regulation 183 of the PFM (National Government) Regulations 2015

provides Guiding Principles for National Govemment Borrowing.

3. Budget Deficit Financing
ln FY 2024125, the govemment targeted to finance the budget through a deficit
financing of Kshs.l.57 trillion (to be funded by Domestic Borrowing, External
Loans, and Grants at Kshs.978.30 billion and Kshs.593.50 billion, respectively). The
Domestic Borrowing of Kshs.978.30 billion is comprised of Net Domestic
Bgrrowing of Kshs.408.4l billion and Intemal Debt Redemptions of Kshs.569.89
billion.

In the first six months of FY 202412025, receipts fiom debt financing amounted to
Kshs.569.95 billion, 36 per cent of the annual target. This comprised of Kshs.477.17
billion (49 per cent of the yearly target) as domestic borrowing and Kshs.92.78
billion (16 per cent ofthe annual target) from extemal loans and grants.

lnFY 2023124, the govemment targeted financing the budget through debt financing
of Kshs.1.8 trillion, comprised of Kshs.1.05 trillion from domestic borrowing and

Kshs. 747.57 billion from external loans and grants. Actual receipts inFY 2023124
were Kshs.795.03 billion from domestic borrowing (53 per cent) and Kshs. 705.70
billion from extemal loans and grants ( 47 per cent).

The committee should note the l5 per cenl reduction in deficit budgetfinancingfrom
Kshs.l.8 nillion in FY 2023/24 to Kshs.l.57 trillion in the currentfinancial year.

4. Analysis of Public Debt Stock as of 3l-st December 2024
Section 50 (2) of the Public Finance ManagementAct (PFMA) 2012 states that ttre
National Govemment may borrow money under this Act or any other Iegislation and
shall not exceed the limit set by Parliament. Parliament has set the public debt ceiling
at 55 per cent of the Gross Domestic Product (GDP).

The public debt stock was Kshs.l0,58l.98 billion
June2024. This comprised of do'ifiE6iiEdebt of K

,7 r cent of QDP) as of30n
shs.5,5 10. illion (51 per cent)
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and external debt of Kshs.5,171.70 billion (49 percent). Multilateral and bilateral
debt accounted for 54 percent of the total extemal debt, and commercial debt
accounted for 46 percent. The low proportion of commercial debt is encouraged, and
the govemment should ensure that the proportion of multilateral and bilateral debt
is maximised while commercial debt is minimised.

As of 3l December 2024, the public debt stock was Kshs.l0.93 trillion, with
Kshs.5.06 trillion owed to extemal lenders (46 per cent) and Kshs.5.87 trillion to
domestic lenders (54 per cent). Table I represents the public debt position as of 3 I
December 2024.

Table 1: Public and Public Guaranteed Debt Position

Source: Notional Treosury

The public debt stock increased by 3 per cent flom Kshs.10.58 trillion as of30 June
2024 to Kshs. 10.93 trillion as of 3 I December 2024. External debt declined by 2 per
cent, while domestic debt recorded 8 per cent growth attributable to increased
borrowing in the domestic market.

The decline in extemal debt is due to the appreciation of the Kenya Shilling against
major world currencies, as shown in Table 2.
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Flrst Slx Months ofFY
zo24l25

Category
As of30

lulne,2oz4
(Kshs. Bn)

Loans
dlsbursed
flGhs. Bnl

Loan pald
(Prlnclpal)
(Kshs. Bnl

As of31
December

2024
(Kshs. Bn)

Percentage
Change

(Vol

Composltlon
[%) ofLoan

Portfollo

Extemal Debt
Bilateral 7,763.71 13.99 7 6.23 1.101,07 (s) 10
Multilateral 2,746.95 68.54 26.59 2,777.57 0 25
Commerclal Banks t,207,50 0.33 26.74 7,765.07 r4t 11

Supplier Credit (Arise
when an exporter
extends credit to the
countryl

13.5+ 73.29 (2) 0

Sub-Total External
D€bt 5,171.7O 82.86 729,60 5,057.00 (2) 46

Domesdc Debt
Central Bank 86.57 24.11 62.46 12B) 1

CommercialBanks 2,278.84 231.39 r.28 2,508.94 10 23
sub-totalr Banks 2,365.41 23L.39 25,39 92,571,40 24
Non-bank 2,927.63 252.59 3,140.22 9 ?o

IMF SDR' Funds On.Lent
to Govemment

83.54 2.27 80.2 9 (4) 1

Others f Non-residentsl 33.71 3.16 0.003 36.87 9 <1
Sub-Tota} Non-Banks 3,044.88 25S-7S 2.22 3,297 3A a 30
Sub-Total Domestlc 5,41O,29 447,14 27.60 s,86A.77 I 54

Total 10,581.99 570.00 157.21 1o,925.77 100
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Table 2: Foreign Exchange Effect on External Public Debt Stock

Extcrnal Dcbt (PPGI ln UsD USD Exchanqc Ratc E)(tcrnal Dcbt IPPGI ln l(shs
2 b c

rll 39,927,677,s23 lune 2024 = 129.5270 5.777.703.718.715
ti 39 .927 .677.523 December 2024 = 129 2927 5,762314,698,365
Chanse ln Pubhc Debt Portfollo = (2-11 o,355,020,i80t

Chons. in Public Dcbt Portfoho -0.2%

Figure 1 depicts the trend in public debt stock from 3l December 2O2l to 3l
December 2024.

Figure 1: Trend in Public Debt Stock
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The Committee should note the upward trajectory and that in the current financial
year the public debt stock has risen by 3 per centfrom June 2024 to December 2024.
Without a thorough reassessmenl of debt sustainability, continued borrowing could
lead to a severe debt trap, constraining fiscal space and limiting the government's
ability to invest in essential seryices and development initiatives.

5. Public Debt Expenditure in Fiscal Year 2024/25 as of
December 3t,2024

The allocation towards servicing the public debt in the FY 2024/2025
amounted to Kshs.1.91 trillion, compared to Kshs.1.87 trillion allocated in the
FY 2023 /2024. This comprised Kshs.809.57 billion for principal and Kshs.1.01
trillion for interest payments. Allocation towards external debt comprised of

8
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Kshs.330.71 billion for principal and Kshs.259.91 billion for interest, while
domestic debt comprised Kshs.569.89 billion and Kshs.749.97 billion towards
principal redemption and interest payment, respectively.

Total expenditure on public debt in the first six months of FY 2024/2025
amounted to Kshs.666.34 billion, compared to Kshs.S97.58 billion recorded in
a similar period inFY 2023 /2024.The increase is mainly due to the settlement
of domestic debt relating to treasury bills and bonds, which stood at
Kshs.432.83 billion compared to Kshs.355.17 billion paid in a similar FY
2023/24 period.

External debt servicing amounted to Kshs.231.29 billion, comprising
Kshs.129.60 billion on principal payment, Kshs.l00.89 billion on interest
payment, Kshs.553.57 million on commitment fees, Kshs.977,540 on penalties
paid firsg and Kshs.249.84 million on other charges.

The total domestic debt payment was Kshs.435.04 billion, consisting of
Kshs.109.32 billion and Kshs.325.72 billion for principal and interest payments,
respectively.

Given the obove, we note that the allocation to paying public debt has increased
by 2 per cent, which should be worrying as it reduces resources for undertaking
key g overnment programmes,

6. Overdraft Facility as of 31st December 2024
The overdraft facility allows the Govemment to borrow short-term money to cover
temporary cash shortfalls. It is repayable within twelve months. Kenya's
Government overdraft is administered through the Central Bank of Kenya (CBK). It
is restricted to a maximum of five per cent of the most recently audited revenues and
is expected to be paid offby the end ofthe financial year as specified in Section l5
(3) of the PFM Act.

As of 3l't December 2024,the overdraft limit stood at Kshs.97.05 billion and was
charged at an average interest rate of 12.3 per cent per annum on the amount
outstanding at the end of each month. In the first six months of FY 2024/2025, the
total charge on the overdraft facility was Kshs.3.48 billion, as shown in Table 3.

9
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Table 3: Cha es on Overdraft Facili

Source: Notional Treosury

The charge on the overdraft facility declined by 17 per cent fiom Kshs.4.2l billion
in the first six months of FY 2023124 to the first half of FY 2024/25.

However, it is noted that in FY 2023124, the charges on the overdraft facility were
Kshs.9.63 billion, an increase from Kshs.5.l6 billion inFY 2022123.

7. Findings from the review of the 2025 Medium-Term
Debt Strategy

Our review of the 2025 Medium-Term Debt Managernent Strategy (MTDS) notes
the following, which should be addressed: -

L Public Debt Threshold: The total nominal public debt as a percentage of GDP in
Kenya has been declining, decreasing from 7l.9Yo in 2022 to 65.7Yo in June
2024. As per the 2025 Budget Policy Statement, this ratio will decrease to 52.5%
in2029. The debt-to-GDP ratio is notably higherthan the Intemational Monetary
Fund's recommended threshold of 50% for developing countries.

The National Treasury should develop a roadmap to achieve the benchmark debt
threshold of 55 per cent of debt to GDP by 2029 and progress towards meeting
the International Monetary Fund's recomrnended 50 per cent threshold.

2. Composition of public debt: At the end of the strategy period, public debt is
expected to be 46 per cent extemal and 54 per cent domestic. However, this is
the current debt mix and hence represents no change in strategy over the medium
term. The debt mix has raised concems about the Govemment's ability to
respond to economic shocks due to limited fiscal space. As of 3l December
2024, the public debt stock was Kshs.10.93 tritlion, with Kshs.S.06 trillion owed

Flrst Slx Months ofFY
2024/25, (Rshs.l

Flrst Slx Months of FY 2023 /24,
(Kshs.l

Varlance ln
Per CentMonth

a b c=fa-bl/br100
luly 7 54,402,998 589,087,532 29
August 596,320,149 639,594,5A7 (7)
September 569,797,563 660,806,400 ( 141

October 448,104,426 683,890,855 (291
Novetnber 591,928539 697,958,319 ( 1s)
December 479,333,516 936,398,170 149l

Total 3,443,49L,19! 4,207,735,465 ,..,(1.7)'..'r.
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to external lenders (46 per cent) and Kshs.S.87 trillion to domestic lenders (54
per cent).

3. The objectives of the 2025 Medium-Term Debt Management Strategy include
reducing short-maturity debt while lengthening the total portfolio Average Time
to maturity by deepening the domestic bond market. However, under paragraph
l4 of the MTDS, the National Treasury has indicated that in the year ending June
2024, the proportion of instruments with less than one year to maturity increased
from 16.7 per cent in June 2023 to 18.6 per cent in June 2024.

Parliament should require the National Treasury to provide actions taken in FY
2024125 to reduce short-term debt and mitigate the high refinancing risks.

4. The MTDS shows a worsening situation. The grace period for debt settlement
has reduced from 4.8 to 4.4 years, while the weighted average interest rate
increased to 4.6 per cent from 3.2 per cent in June 2023.

The implication is that we have a shorter period to settle debts and a higher
interest rate. The Resource Mobilization Department at the National Treasury
should explain the actions being taken to improve the interest rates and the grace
period.

8. Policy recom mendations
The elevated debt servicing burden significantly challenges Kenya's fiscal
sustainability and economic resilience. To address this issue, the following proposals
are recommended: -

8.1 Ooptimize Debt Composition for Cost Efficiency

Consistently review Kenya's debt portfolio to emphasise concessional loans with
lower interest rates and favourable repayment terms over expensive commercial
borrowing. Concessional financing reduces the cost of debt servicing and extends
repayment periods, easing fiscal pressures and ensuring sustainable development
financing. Further, ensure alignment of projects to type of funding by having social
projects funded solely through concessional loans and not otherwise.

Promoting Prudent Utilizotion ol Publlc Funds
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8.2 Establish a Sinking Fund for Loan Redemption

Operationalize Section 50(8) of the Public Finance Management Act 2012 by
creating a Sinking Fund. This dedicated fund will ensure systematic savings for loan
repayment, reduce reliance on new debt for refinancing, and enhance fiscal
discipline in debt management.

8.3 Conduct Rigorous Debt Audits

Implement comprehensive audits of debt procurement, utilisation, and sustainability.
Regularly review and flag unsustainable debts, ensuring transparency and
accountability in public borrowing. Audit findings should guide future borrowing
and repayment strategies, aligning them with national development priorities.

8.4 Ensure Project Readiness Before Borrowing

Avoid premature debt commitments by ensuring that projects are fully prepared for
implementation before contracting loans. Appropriate project preparation minimises
commitment fees on un-disbursed funds, enhances resource utilisation efficiency,
and accelerates project delivery.

The National Treasury should link loans to projects, and all borrowed public funds
should be related to the financed projects to avert the diversion of borrowed funds.

8.5 Negotiate Optimal Overdraft Rates with CBK

The National Treasury should engage the Central Bank of Kenya to establish
favourable overdraft rates for government borrowing. Affordable overdraft terms
reduce the cost of short-term financing, allowing more resources to be allocated to
essential public services and development initiatives.

8.6 Ensure Sustainable Treasury Bills and Bond Rates

The Central Bank of Kenya should use monetary policy tools to stabilise treasury
bills and bond rates sustainably. High rates erode government revenues and crowd
out the private sector tfuough costly redemptions and interest payments, shrinking
resources available for development and access to credit, respectively.

Prcmotlng Prudent Utllizotion ol Publlc Funds
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8.7 Adopt Alternative Project Funding Models

Expand the adoption of Public-Private Partnerships (PPPs) and other innovative
financing models for infrastructure and development projects. PPPs reduce direct
borrowing, allocate risk between public and private sectors, and attract external
expertise to improve project outcomes.

8.8 The Use of Single Treasury Account

The National Treasury's use of a single treasury account will enable the optimal
utilisation of government cash resources. It will also facilitate better, more effective
management of cash balances by facilitating monitoring and control at an aggregate
level. The Treasury Single Account will provide significant benefits in managing
cash resources through greater financial control, improved monitoring of the cash
position, better planning for future requirements, better fiscal reporting, and the
availability ofsuperior data for budget formulation.

8.9 Cash flow planning

Cash flow plans help the National Treasury by improving cash management and
liquidity planning. This helps to ensure that budgets are executed more predictably
and that services and public investments are delivered on time. Cash flow plans also
help to manage expenditures throughout the year, potentially reducing borrowing
costs.

8.10Fiscal Consolidation Path

The govemment, through the National Treasury, should broaden the revenue base to
finance the budget through revenue and reduce the deficit budget. In addition, there
is a need to minimise non-core expenditure and focus on essential activities and
development expenditures.

8.11 Transparency in External Borrowing

Transparency in loan contracts and public disclosure of public debt-related
information may enhance accountability and discourage wrong borrowing practices.
This will call for a robust mechanism for monitoring and reporting on public debt.
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9. Conclusion
By implementing these proposals, the Country's public debt remains a critical issue,
with high levels relative to GDP, substantial servicing costs, and a reliance on
external and domestic loans. We can significantly reduce our debt servicing burden,
enhance fiscal sustainability, and channel resources more effectively toward national
development progrzrms. Prioritising concessional loans, creating a Sinking Fund, and

improving debt management practices would provide a strong foundation for long-
term economic resilience. The National Treasury must adopt prudent strategies
focused on debt management and revenue collection reforms to prevent more
profound fi nancial instabi lity.

FCPA Dr. Margaret Nyakang'o, CBS
CONTROLLER OF BUDGET
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REPI.]BLIC OF KENYA

THE NATIONAL TREASURY AIID ECONOMIC PLAI\INING

Telegtaphic Add rcsst 72921
THENATIONALTREASURY
FINANCE-NAIROBI
Fax No. 315779
Telephote:2252299

Ref: TNT/CoNF / 268 / ot4 / L (8s)

Samuel Nioroge, CBS
Clerk of National Assembly
Parliament of Kenya
Naitobi

P.O. Box 30fi)7 - 001fi)
NAIROBI

KE TYA

46 March, 2025

Dear i-r.rx-
Re INVITATION FOR A MEETING WITH THE LIASION

COMMITTEE TO CONSIDER THE MID-TERM DEBT
MANAGEMENT STRATEGY FOR 2025/26 FINANCIAL YEAR

Refereoce is made to lefter No. NA/DAA &CPC/LC20Z5(04) dated 25,h February,

2025 ftom the Clerk of the National Assembly. I have been inrited to a meeting

with the Liaison Commiftee on Tuesday 4,r' Match, 2025 at 5:00 pm to coosider

the Medium-Term Debt Management Strategy.

During the meeting I am required to submit a report on the following key areas;

a) The chosen debt maoagemenr stratel$,;

b) The cost and risks associated with the public debt stock;

c) An explanation on the changes related to debts guaranteed by the national

govemment;

d) Information on the debt stock held by State-owned Enterprises and its risks

to fiscal policy; and

e) An explanation on how rhe 2025 6scal framework and 6sca] consolidation

measures aim to achieve the 55% PV of Debt to GDp threshold as

established by the PFM Act,2lt2by 2028.
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ose of this letter therefore is to submit The Natioaal Treashry and

Economic Planning responses.

The purp

Yours

(

Srt,rCSi",-e- T

(

HON. FCPA.JOHN G'ONGO,EGH

PI.ANNING



REPUBLIC OF KENYA

THE NATIONAL TREASURY AND ECONOMIC PLANNING

SUBMISSION BY THE CABINET SECRETARY, NATIONAL
TREASURY AND ECONOMIC PLANNING TO THE LIAISION
COMMITTEE ON THE 2025 MEDIAM-TERM DEBT
MANAGEMENT STRATEGY.

I. INTRODUCTION

l. Hon. Chairperson and Hon. Members, thank you for inviting
the National Treasury and Economic Planning to this session to
discuss issues of public debt. It is my pleasure and honour to
present to you the 2025 Medium-ferm Debt Management
Strategy, a guiding framework for pnrdent debt management,
aimed at ensuring public debt rernains sustainable while
supporting the country's fiscal and devclopment objectives.

2. The strategy is aligned with the fiscal deficit targets set in the
2025 Budget Policy Statement (BPS) itnd aims to minimize costs
and risks associated with public debt.

II. OVERVIEW OF PUBLIC DEBT

3. Hon. Members, the current stock of public and publicly
guaranteed debt stands at Ksh. 11.02 trillion (65.7"/. of GDPI)
as at end of January 2025,up from Ksh. 10.58 trillion (65.7Yo
of GDP) in June 2024.

The public and publicly guaranteed debt comprises a mix of:

I Based on cxtrapolatcd .lanuary 2025 GDP number (Ksh. 16.76 trillion)



a) Domestic debt: Ksh. 5.93 trillion; and
b) External debt: Ksh. 5.09 trillion.

4. The external debt stock has declined from Ksh. 6.09 trillion in
December 2023 to Ksh. 5.09 trillion in January 2025. This
reduction is attributed to the appreciation of the Kenya shilling
against major currencies during the review period.

External debt as at January 2025 is composed of:

Ksh. 2.83 trillion in multilateral debt accounting 55.6oh of
the total external debt with World Bank concessional loans

comprising Ksh. 1.79 trillion (63.3% of the multilateral debt).

Ksh. 1.09 trillion in bilateral debt, representing 21.4o/. of
the total external debt, of which China accounts for
Ksh.0.66 trillion (60.6% of bilateral debt) and

a

a

a Ksh. 1.17 trillion in commercial debt, making up 23.0o/o of
the total external debt, with the Eurobonds constituting Ksh
0.85 trillion (72.6% of the commercial debt).

Domestic debt is composed of:

. Ksh. 4.93 trillion in Treasury-bonds representing 83.3%o of
the total domestic debt;

o Ksh. 0.86 trillion in Treasury-bills making up 14.4%o of
domestic debt; and

. Ksh. 0.14 trillion in other domestic debt accounting 2.3oh,

which includes overdraft from Central Bank of Kenya, IMF
funds on-lent to Government, and Bank advances.

GUARANTEED DEBT STOCK

5. Hon. Members, the stock of Government guaranteed debt stock
as at end January 2025 stood at Ksh. 79.6 billion, which was a
decrease from Ksh 170.2 billion as at end of June 2023 due to
novation of Kenya Airways debt.
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6. Hon. Members, the Govemment has provided guarantee to
loans secured by KENGEN, KPA and Kenya Airways as
indicated in Table I below.

Table l: List of Guaranteed Debt Stock as at end January 2025 (Ksh
Million

Kenyr Electricity
Generating Company

DSSI Japan For KenGen Loans
Phase I

Japan

Mombasa Diesel Generating Power Japan
Plant

ffi',i"Ii

614

: [33

178

qqffo..l

1,053

3,,{tU

5,659

tm$
27,159

rp4

,EEffi

2,586

,,I]W

,.t
-l

Rehabilitation and Upgrade ofthe
Geothermal Plant Olkaria Ge

lr 
_.1 :

Sondu Miriu Hydro Power II Japan

Totsl KENCEN Guarsrte€d Debt Stock

DSSI Japan-Kenya Ports Authority Japan
P2s -Phase II

Kenya Port Development Project - Japan
Phase II I IIA)

Mombasa Pon Development
ombasa Pon

Totsl 79,5Et

Source: National treasury

Called-up Kenya Airways Guaranteed Debt

7. Hon. Members, during the FY 2021/22, the Government
guarantee to Kenya Airways (KQ) was called as a result of loan
payment defaults. The loan was for the purchase of seven (7)
aircrafts and one (l) engine. The lender olthe loan was Private
Export Funding Corporation (PEFCO) of USA and guaranteed
by Exim Bank of USA who in turn were guaranteed by the
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Government of Kenya. The guarantee issued in 2017 was for
USD 525 million. The loan tenure was ten years and was
expected to mature inFY 2027128.

8. Hon. Members, KQ experienced cash flow challenges which
were exacerbated by strict COVID-19 containment measures
that cut down business operations and global travels. Following
the default KQ sought GoK intervention and the Cabinet gave
approvals for the Government to pay the loan arrears on behalf
of KQ and the loan balance was novated to Government. The
novation process was finalized in the FY 2022123 and the loan
repayments are being done on behalf of KQ which shall be
recovered through a subsirliary loan agreement between
Government and the airline as per the requirements of the pFM
Act,2012.

KO-GOK GUARANTEET) DEBT TO VARIOUS LOCAL
BANKS

9. Hon. Members, in2014, KQ approached several local banks to
fund its working capital requirements to the tune of llSD 226
million. However, the airline started struggling to keep up with
the loan repayments and by 2017, Kenya Airways owed a
consortium of l0 local banks USD 217 Million. This necessitated
the Project Safari Restructuring in 2017. KQ negotiated a
restructuring of the outstanding debt which included
incorporation of a Special Purpose Vehicle (SPV), KQ Lenders
Company 2017 Ltd (KQ Lenders), to represent the interests of
the local banks.

10. Out of the total debt of USD 217 million, USD 167 million
was converted to equity through KQ Lenders. The balance of
USD 50 million was issued as a mandatory convertible note.

I l. Hon. Members, the Government of Kenya ("GoK")
guaranteed the localbanks to the tune of USD 225 million. The
GoK guarantee was split into three i.e. USD 75 million for

4



Standby Letters of Credit ("SBLC"), USD 100 million
multipurpose credit facility and USD 50 million guarantee to Ke
Lenders should they sell their shares in KQ at the end of the
facility period and are unable to cover the principal loan balance.
The USD 175 million facility was utilized as below:

i. New loans to Kenya Airways ("KQ") worth USD 42 million
and,

ii. Letters of credit to various KQ lessors and suppliers worth
USD 132 million.

12. KQ issued the SBLCs to various lessors and suppliers as
part of contractual obligations. These are mainly for security
deposits and maintenance reserves. Between May 2022 to
September 2024,the lessors called on SBLCs amounting to USD
107.7 million, and the local banks had to honour the call ups and
pay the lessors. KQ has been unable to fund the call-ups due to
financial constraints and has requested the local banks to honour
the call-ups and convert them into short term loans under the
terms of the GoK guaranteed multipurpose facility. The table
below shows the current position of the multipurpose and Letters
of Credit lines in the facility.

lcnya ArGls Hc

Sumrnary all facilities as at 31S Gi m2a(EO)

Keflya Afttsys Hc

orneflt hcility m24

l&V i,rnk Ud

tto bank tld
t€l!, Bonk

TdilAndjnt 2s,010,830

,Source: Kenya Airways

13. The call up of SBLCs has resulted in the multipurpose
ity rising above the guaranteed limit of USD 100 million

5

hnk

r+ilyBark(l€nya)Ud

l$A&rk lcny? PLC

h-qeratir,e Bank of l6rya

NatiorBl &r* Cx fenya Ud

0ianrnd Trust Bankof l@rya

l(}l enk rcflya

1{0lrndes
lru'tial Facility2017

Increfie ln

[drE
Facilitv

Tdal

Facility

[mrs sE-c Lmm sE-c
50,0m,000 10,v22,273 31,497,015 31,497,015 4r,5 t9,288 0 41,519,288

50,000,m0 fi,0n.273 31,497,015 26,643,538 36,665,811 4,853,477 41,519,288

31,569,941 6,328,051 19,887,178 16,169,085 n,197,|X 3,718,093 n,215,m
19,496,26523,478.563 4,7m,171 14,790,093 12,180,736 16,886,907 2,6@,358

8,768,961

5,m0,941

20,m0,0m 4,m8,909 12,598,86 3,829,845 7,&38,754 16,607,715

16,607,715

6,643,086

6,391,4'14

20,m0,m0 4,m8,9@ 12,598,86 7,537,865 11,$6,n4
7,897,078 1,600,564 5,039,522 5,039,522 6,643,086 0
7,696,921 1,542,813 4,848,601 4,848,601 6,391,414

6,494,671

21t,137,1t4 42,244963 132,7t,036 107,746,206 149,989,169 175,000,000

facil



causing a breach in the facility. Due to this breach, the Local
Banks through their facility agent issued several notices to Ke,
demanding immediate payment of the amount in breach.

14. To address the breach, the lenders called on the Government
Guarantee and issued a demand to GoI( for immediate settlement
of USD 149p89,169. The guarantee terms stipulate that claims
can be settled either through cash or government securities.

15. After deliberations between GoK, the local banks and Ke,
it was agreed that GoK settles the amount called up to the local
banks and treats the entire amount as an additional shareholder
loan to KQ. The settlement to local banks was done on 3d
January 2025.

16. This amount of USD 149,989,169 shall be payable ro GoK
by KQ through a Shareholder Loan Agreement whose terms are
to be negotiated and finalized in the first half of 2025.

17. Tlre Public Finance Management Act 2012 Section 6l
provides that: (1) Money paid by the Csbinet Secretary,
National Treasury and Economic Planning on a guaranteed
loan shall be a debt due to the National Government from the
defaulting entity (borrower) and be recoverable from the
borrower.

DEBT STOCK HELD BY STATE-OWNED ENTERPRISES
NON-GUARANTEED DEBT

18. Hon. Members, as a reform initiative, the Government
continues to expand reporting on public debt by including non-
guaranteed debt held by State Owned Enterprises (SOEs) to
enhance accountability and transparency in public debt
management. As at end of J:une 2024, twenty-one (21) SOEs
reported non-guaranteed debt amounting to Ksh 78,207 mi[ion
(See Annex I).
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FISCAL DEF'ICITS

19.Hon. Members, the proposed budget deficits in the Budget
Policy Statement (BPS) for FY 2025126 and the medium term
are as follows:

Tablel : Fiscal Projections for the FY 2025126 and the Medium Term
Ksh Billion

enditure 4,263 4,574 5,017 5,477

Net Forei Financin I46.8 107.5 64.02 138.3

Source: Nalional Treasury

20. Hon. Members, FY 2025126 fiscal deficit is planned to be
financed as follows:

a) Net Foreign financing
Out of which -
Commercial Borrowing
Programme loans
Project Loans Revenue
Project Loans A-I-A
External Repayment

b) Net Domestic financing
Of which Govemment Securities

Total

This financing mix does not include any funding from the
IMF. If the government successfully negotiates a funded
programme with the IMF, then this would change by
increasing extemal financing and reducing domestic
borowing.

- Ksh 146.8 bn

-Ksh 221.2 bn
-Ksh 191.8 bn
-Ksh 102.97 bn
-Ksh 107.9 bn
-Ksh (477.04) bn

- Ksh 684.2 bn
-Ksh 675.4 bn
-Ksh 831.1 bn
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III. IGHLIGHTS OF THE KE ,

SUSTAINABILITY

2l.Hon. Chairperson, Kenya continues to meet its current and
expects to meet future debt payment obligations. The latest Debt
Sustainability Analysis Report indicates that:

Public debt remains sustainable though with a high risk of
debt distress; and
Subdued growth in exports and revenue collections has
increased external debt vulnerabilities.

22.Hon. Members, the Government has put in place plans on
improving Public Debt Sustainability as follows:

a. Sustaining fiscal consolidation efforts over the medium
term to restore fiscal space and reduce debt related risks;

b. Continue optimizing the use of concessional funding,
lengthen the maturity profile of public debt through
issuance of medium to long dated bonds, and deepen
domestic debt market to reduce cost of public debt and
borrowing. A key objective is to address the high cost of
domestic debt;

c. Proactiveness in public debt management through active
Liability Management Operations (LMOs) with the aim of
extending the maturities of existing debt to reduce
immediate financial burden and manage cash flow more
effectively; and

d. A steady and strong inflow of remittances and a favourable
outlook for exports will play a major role in supporting
stability of the exchange rate and external debt
sustainability.

23. Hon. Members, in February 2024,Kenyaundertook a USD 1.5
billion liability management operation on the USD 2 billion
Eurobond maturing in June 2024. This operation mitigated the
settlement risk associated with the bond.

a

a
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24.Hon. Members, in addition, last week, Kenya successfully
executed a liability management operation (LMO) targeting a
USD 900 million Eurobond maturing in 2027 and high interest
syndicated loans in the debt portfolio to a tune of USD 600
million. The operation will reduce near-term maturities, improve
overall debt sustainability, and boost investor confidence.

25. Hon. Members, The National Treasury conducted a
countrywide public participation exercise from 27tt to 3l'r
January 2025, on the 2025 Mediutn-Term Debt Management
Strategy, in accordance with your resolution dated 9il, March
2023, which required the National Treasury to undertake public
participatio, on the MTDS in line with the provisions of the law.
The public participation repoft was submitted to the National
Assembly alongside the 2025 MTDS report.

HIG IILIG TS OF' THE 2025 MEt)IUM T RM I) BT
I\{ANAGBMENT STRATEGY

Assessment of the cost and risk characteristics of the current
tlebt portfolio

26.I{on. Members, Nominal debt to GDp ratio of existing debt
dcclined to 65.70/o in June 2024, down from 72.0"h in June
2023. The Present value (PV) of pubtic debt was 63.00 of GDp
and is projected to remain slightly above the 55 percent
bcrrchmark before declining to 52.8o/o in 202g. The goveinment
r'ill continue prioritizing concessional borrowing to manage
clcbt costs effectively and diversi$, export base and build grois
irLternational reserves to improve the debt sustainability rati,cs.

27.Hon. Members, implementation of the 2025 strategy is
expected to address the following over the implementation
period by FY 2027128:
a. Reduce the cost of debt by reducing nominal debt to GDp to

57.8 percent from the current 65.7 percent and the prescnt
value of debt to GDP from 63.0 percent to 52.g percent over
the medium term;
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b. Reduce the debt burden through reducing interest payment
as a percentage of GDP to 4.6 per cent from the current 5.4
per cent by the end of projection period. Lower interest
payments to reduce pressure on the budget, and therefore free
up resources for other priorities;

c. Reduce refinancing risks through lowering the debt maturing
in I year as a percentage of GDP and lengthening the debt
maturity both in the domestic and externalportfolio;

d. Reduce the interest rate risk by increasing the Average Time
to Relixing to 8.6 years from 7.3 years, increasing the debt
with fixed rate from 85.2 per cent to 92.5 per cent, and
reducing the amount of Treasury bills in the portfolio to
3.7 per cent from the current 5.1 per cent; and

e. In terms of exchange rate risk, it reduces the foreign exchange
risk fi'om 49.3 per cent to 44.6 per cent by focusing on
borro''ving more from the domestic debt market.

IV. THE 2fI25 MEDIII TERM DEBT MANA GEMENT
o I, STR Y

28.Hon. Members, the 2025 Debt Management Strategy aims to
optimise access to external concessional borrowing and
undertake liability management to minimize the costs and
risks in the debt portfolio.

29.On gross basis, strategy proposes borrowing mix for Fy
2025126 to 2027/28 of 75o/o domestic borrowing, 25yo
external borrowing. In net terms it assumes 65 percent and 35
percent from domestic and external sources, respectively.

30. Hon. Members, 2025 optimal Debt Strategy objectives are to:

a) Reduce refinancing risk by lengthening debt maturities
and shifting reliance from short-term to long-term
borrowing;

l0



b) Minimize interest rate risk by increasing fixed-rate debt
and reducing exposure to variable interest rates;

c) Reduce exchange rate risk by diversifying external
borrowing;

d) Strengthening domestic debt markets; and
e) Promote intergenerational equity by ensuring prudent

borrowing and liability management.

3l.Hon Members, I have attached the domestic debt register,
external debt register, and guaranteed debt register as at end
lanuary 2025.

Explanation of how the 2025 Fiscal Framework and Fiscal
Consolidation Measures Aim to Achieve the 55%o PV of
Debt-to-GDP Threshold by 2028

32. Hon Members, The Present Value (PV) of overall public and
publicly guaranteed debt currently stands at 63.}oh of GDP, as
per the latest Debt Sustainability Analysis (DSA). This ratio is
projected to decline to the debt anchor of 55o/o + 5% of GDP in
PV terms by 2028, supported by the Government's fiscal
consolidation efforts. These efforts include :

a. Expenditure Rationalization and Fiscal Deficit Reduction:
The National Treasury has proposed significant expenditure
rationalization for FY 2025126 and over the medium term in
the 2025 fiscal frameworli. The National Treasury, has so far
managed to reduce the fiscal deficit to 5.2 percent of GDP in
FY 2023124 from 5.6 percent of GDP in FY 2022123 and
targets to reduce it further to 4.9 percent of GDP in FY
2024125 through expenditure rationalization and mobilization
of additional non-tax revenues from services offered by
Ministries, Departments and Agencies.

b. Public-Private Partnerships (PPPs) for Infrastructure
Development: The Govemment identified PPPs as one of the
key avenues to partly fill the investment financing gap and
reducing government borowing. PPP Projects also build local

ll



financial service sector deepening through mobilized private
sector capital, getting innovative ideas, risk transfers, non_debt
fiscal sustainability and addressing climate related exposures.

c. Proactive Public Debt Management through Liability
Management Operations (LMOs): The Government wiil
further be proactive in public debt management through
exploring various Liability Management Operations with t[e
aim of extending the maturity of existing debt to reduce
immediate financial burden and manage cash flow more
effectively.

d. Enhanced Debt Management Strategies: The government
commits to prioritize concessional financing to minimize
borrowing costs.

e. A steady and strong inflow of remittances and a favourable
outlook for exports will play a maior role in supporting
external debt sustainability.

33.I thank you once again, Hon. Chairperson and Hon. Members
for giving me this opportunity to engage with you on the 2025
Medium-Term Debt Management Strategy. The National
Treasury requests for consideration and approval of the 2025
Medium -Term Debt Management Strategy and adoption of the
optimal strategy to fund the Financialyear2025/26 fiical deficit.
vy'e remain available to support the committee when called upon
during this approval process.

CO CLUS ON

Hon. Chair,I submit.
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Annex I: Kenl'a's outstanding Non-G,a.anteed pubric Dcbt in as
at end June2024
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CENTRAL BANK oF KENYA'S SuBMtssloN To THE NATIoNAL ASSEMsLY LlAlsoN

COMMITTEE ON MEDIUM TERM DEBT STR^TEGY FOR THE 2025/25 FIN^NCIAL YEAR

Thank you for your letter, ret NA/DAA &.GPCILC/2025(02), of February 25'7025'

invitini me to a meeting of rhe Narional Assembly Liaison Commi ee to deliberate on the

Medium-term Debt Strrtes/ for the 2025/26 Finrnciel Year'

I am unable to a(end the meeting due to scheduled meetings with IMF Mission on the day

and during the week. In the meantime, please lind anached the cBK's submission to the

Liaison Committee on the 2025 MTDS for your action.

We welcome the opportunity to suppon the National Assembly in discharging its

mandate.

ncerelv'

Dr. Ksmeu Thu



CENTRAL BANK OF KENYA'S SUBMISSION TO THE NATIONAL ASSEMBLY
LIAISION COMMITTEE ON MEDIUM-TERM DEBT STRATEGY FOR THE 2025/26

FINANCIAL YEAR

l. Introduction
The Central Bank ofKenya (CllK) is the fiscal agent ofthe govemment responsible for
administration of public debt, including issuance and redemption of domestic debt- Treasury

Bills and Treasury Bonds. CBK also pays extemal debt service on behalfofthe Covemment

CBK has been invited to meet the Liaison Committee of the National Assembly, scheduled for
March 2.2025, to deliberate on the FY 2025126 Medium-Term Debt Strategy (2025 MTDS), and

provide a comprehensive report on:

(i). The proposed borrowing strategy,

(ii).The costs and risks characteristics of Kenya's debt stock,

(iii).The status of domestic debt market reforms, and

(iv). C ive appropriate pol icy recommendations.

2. Proposed Borrowing Strrteg/
'fhe 2025 MTDS aims at reducing the costs of public debt at a prudent level of risk.'I'o achieve

this objective. 75 percent ofthe govemment's gross financing needs will be sourced tiom the

domestic debt market and 25 percent from extemal sources. The proposed mix ofdebt
instruments is broadly consistent with CtlK objective of lengthening maturitv of domestic debt

through issuance of medium-to- long term debt securities: this will continue to contain

refinancing risks of domestic debt stock. Given the risks associated with the current debt profile.
CBK supports Government's intention to optimize borrowing liom concessional extemal

financing sources.

ln terms of budget deficit financing strategy. the 2025 M'IDS envisages a net borrowing mix of
65 percent and 35 percent from domestic and extemal sources. respectively. Our assessment

shows that the preferred financing strategy for 2025126 and the medium term is feasible as the

proposed net domestic borrowing is within range of the actual domestic borrowing in the past

five years. which averaged KSh 52 I .7 billion (Chart I ).

However. there are significant diflerences betwec'n projected deficit financing in the 2025

Budget Policy Statement (2025 BPS) and the preferred strategy in rhe 2025 MTDS. The 2025

BPS has much higher levels of domestic borrowing (Table l). lt is important to ensure

consistency in the two policy documents for smooth financing ofthe budget and execution ofthe
strategy.'l'his will also enhance predictability ofthe government financing needs and support

eflicient pricing of govemment securities.
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Chart l: Net Domestic Financing under the Preferred Srategy
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J. The Costs and Risks of Kenya's Debt Stock
Thc implcmentation ofthe nrost preferrcd strategy is cxpected to reduce the ratio ol'public debt-

trCDP tiom 63.7 percent as at the end ofJune 2024 to 57.8 percent by June 2028. In Present

Value (PV) terms. the PV olpublic debt is projected to decline tiom 58.I percent to 52.8 percent

(Table 2).'l"he cost ofdebt is expected to decrease. with interest payment as a percentage of
G[)P projected to decrease from 5.4 percent in June 2024 to 4.6 percent by June 2028. This is

consistent rvith improvement in the macrocconomic environment including easing inflationary
pressures and reduction in the Central Bank Rate (CBR).

The strategy will also rcducc both relinancing and intercst rate risks through lengrhening ol'
maturity proliles ol'e.xternal and domcstic debt portl'olios as well as reducing the levcls of
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Treasury Bills. External debt as a share of total public debt is expected to decline lrom 49
percent in June 2024 to about 45 percent. leading to a reduction in the exchange rate risk.

Overall, implementation of the strategy will support realization of the government's medium

term public debt anchor (target) of55 percent ofCDP, in present value terms. Further, there will
be notable improvement in the borrowing terms reflecting Covernment strategy to maximize
concessional and sem i-concessional loans from multilateral and bilateral sources.

Table 2: Expected Costs and Risks Indicetors ofthe Debt Manegement Strates/ (2028)

Risk lndicrtor June 2024 Ae at end 2028

C unent Optimal Slrare$/
Nominal debt rs percent of GDP 63.7t 57.8
Prcsent value debt as p€rcent of GDP 58. l* 52.8

lntercst psymetrt as percent of GDP 5.4 4.6
Implied intercst rrte (pcrceot) E.5 8.6

Relinrncing risk

Debt maturing in lyr (percent oftotal) .2 .8

Debt rnaturing in I yr (70 of GDP) 7.5 5.8
ATM External Portfolio fvears) 9.5 9_8

ATM Domestic Portfolio (yeam) 6_6 8.3

ATM Total Ponlolio (years) 8 I 9

lnter$t rale risk

ATR (yeaB) 7.3 8.6
Debt refixing in lyr (percent of total) 24.6 t8.2
Fixed rate debt incl T-bills (percent of total) 85.2 92.5

T-bills (p€rcenl of total) 5.1 5. t
FX risk FX debt as o/o of total 49.3 44.6

ST FX debt as 7o ofreserves 27 .5 29 _t

' Pedorminq guorunteed debt, supplier credits ond othet locol debts including overdroft ore excluded lrom
the proposed debt monogement strctegies. Debts excluded omounts to Ksh. 263.74 billion which includes
Ksh.10O.17 bi ion uncdlled guoranteed debts, Ksh. 67.03 bi ion Govenment overdruft ot CBK. Ksh.13.54 billion
Suppliers credit, Ksh. 83.54 billion IMF SDR Allocotion qnd Ksh. 5.4/ billion Bonk odvooces.

Source: Notbnot f rco su ry

4. Status of Dommtic Debt Market Reforms
CBK continues to undenake reforms to strengthen and improve the efliciency ofthe domestic
debt market. These include:

a) Diversifiing the investor base in govemment securities through enhanced market
engagement programme.

b) Leveraging on the award winning DhowCSD infrastructure to support market development
initiatives including:

o Implementation of a market making program and Over the Counter Trading.
o Implementation of a modem dedicated retail bond programme.

3



o Enhancing the Guidelines for Benchmark Bond and Liability Management

Programme.

o Diversilying financing sources and instruments.

c) CBK is reviewing guidelines on benchmark bonds and liability management with a view to
lowering the cost and risk of public debt.

5. Recommendations
The MTDS objectives are consistent with the key priorities of domestic debt management and

ongoing fiscal consolidation measures aimed at reducing fiscal deficit and lowering debt costs

and risks. CBK welcomes the Governmenl's plans to diversify investor base and explore

emerging financing instruments to finance the budget deficit and manage public debt.

To efTcctively realize the objectives of 2025 MTDS, it's important for the Government to:
(i). Remain on course with the ongoing fiscal consolidation program.

(ii). Explore nondebt creating financing options for public investments such as the public

private partnersh ips (PPPs),

(iii).Ensure consistency of delicit financing stralegy in the 2025 MTDS and 2025 BPS will
increase efficiency in the pricing of govemment security by increasing the predictability of
govemment fi nancing needs.

The CBK will continue to deploy measures to develop the domestic debt market including

ongoing modemisation of the market infrastructure to diversifr investor base and mitigate

against the exchange rate risk.

4
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lntroduction

The Civil Society Parliamentary Engagement Network (CSPEN) is a forum for Non-state

Actors, bringing together civil society organizations, professional assoclations, think tanks

and research institutions whose programme areas involve working with the legislature.

The network was established in 2019 as a joint initialive of the Westminster Foundation

for Democracy and Mzalendo Trust to provide a coordinated engagement with the

Kenyan legislature, its committees and members in their oversight, legislation, and

representation roles. Broadly, CSPEN seeks to engage with the legislature to ensure thal
legislative output meets the constitutional requirements of leadership, accountability, and

integrity and is reflective of and aligns with the broader public interest. Currently, CSPEN

has a Membership of Thirty-Four National Civil Society Organizations, and the priority

areas are guided by the design and architectural framework of the parliamentary

committees of the 13th Parliament ranging from, Public Finance Management (PFM) and

Devolution; lnclusion and Representation; Leadership and lntegrity; Human Rights and

Access to Justice; Public Participation & Service Delivery; Climate Justice and

Environmental democracy.

Article 20 (5) of the Constitution declares that it is the duty of the State to allocate sufficient
resources to ensure the achievement of constitutional rights. The achievement of these

rights and rising service delivery demands therefore require govemments to constantly

devise and take advantage of alternate sources of finance to fund public budgets. Kenya's
growing appetite for borrowing as a means to facilitate expenditure has seen Kenya's
public debt stock grow from Ksh. 2.45 trillion as of December 20'14 lo Ksh. 10.58 trillion

as of September 2023 - an astonishing 335% increase. This significant growth in Kenya's
public debt burden over a short period has generated a vicious cycle, necessitating more

expenditure on debt servicing and repayment each year. This has and will continue to

affect the state's ability to provide basic services over the medium term.

To the extent that the successful management of public debt will realize the promise of
enabling efficient delivery of public services, we present the submissions contained in this

memorandum to the committee.

Submissions



Legislative Framework for Public Debt Management

1 . To the extont that the PDMO has a central rote in public dobt managoment,
which continues to consume nearly half of all expenditure, its operational
capablllty and autonomy should be strengthened. The Public Debt

Management ffice (PDMO) is established within the National Treasury under

Section 62 of the PFM Act with three main objectives: to minimize the long-

term cost of debt management and bonowing while considering risk, to
promote the development of the market for government debt securities, and to

ensure the shaing of the benefits and costs of public debt between current and

future generations. To strengthen the office, amendments to the PFM Act

should be introduced to provide for its fiscal and operational autonomy, as well

as the adequate staffing of its three technical departments in line with the

recommendations from the Office of the Auditor General Public Debt Audit

reports.

2. ln line with best intornational practlce, the National Assembly should
assess the PFM Act of 2012 and the CBK Act to ensure clear definition
and separation of responslbilities for monetary policy and debt
management policy between the CBK and PDMOi Thls in part has to do with

the potential for monetary and fiscal operations to conflict in the pursuit of
different policy goals where the roles of agents in both are not clear and distinct.

As of now, the National Treasury through the PDMO is responsible for the

decisions on borrowing, including domestic deficit financing operations, while
the CBK retains a central role in more granular decisions on domestic issuance

of government securities. Where the policy goals of both are divergent, debt
management operations can become subservienl to monetary policy in the end

nullifying the contextual factors that inform debt managemenl decisions.

3. Kenya should institute a legislative ceiling on the annual flscal deflcit to
ensure sustainability in public debt managcment. While we recognize the
projection reduction the fiscal deficit by 4o/o in FY 2025126 to KES 831 billion,

we contend that to provide a behavioral incentive for continued fiscal

consolidation and budget deficit reduction over the medium term, the Public

Debt and Privatisation Committee and the National Treasury should develop
regulations introducing an annual budget deficit limit (net borrowing) limit. This

could be absolute or, to manage the need for adequate infrastruclural

t https:i/www.elibrary.imf .org/display/booU978 1 557756947/ch007.xml?t



development for Kenya as a developing country, could be pegged as a

percentage of GDP. This is in recognition of the historically proclivity of the

national govemment to increase the budget deficit in-year through

supplementary adjustments, precipitating higher than planned to borrow each

year. This also would be an adoption of the model of debt management taken

on by Germany, in the form of its 'debt brake'2

4. Kenya's public finance architecture should provide for a stronger role of
the Publlc Debt and Privatizatlon Committee in the contractlng and
approval of loans. This aligns with recommendations by the OAG in her 2022

Performance Audit Report On Public Debt Servicing Activities, which prescribe

that the NT should involve key stakeholders during preioaning and approval
process to sensitize on the conditions precedents to drawdowns. This is also

in line with the recommendations of the PDPC in the MTDS of 2023, that

demand that any deviation from the approved bonowing strategy and plan

should require approval by the National Assembly.

h) I'iuancial rccommsndllious

l) Th.l, lh. ,isc.il drllctl hrtul ,i, ltlr:l1cd.ium lcrm ij f,ppfi]le.l nnd scl rl no lll.rlc l,illl
n lli ol GDP tbr I'Y l0:l/:4; 1.9:" of CDi' fot Fl' ?0ld,ts, nn.l I 6ii (,f CDP fd{

FY 101:;r16 in Iire w:th :h. ljs.rlconrolidllioo pdh

2) 'lll8], Il]r roUlli4'5 borrowilt-l srmleill rx :tpprolcd at 50 pcrrcnt ncl ..xlgru'

bc,rr,rsrng:nd 5l) pcr$rl( nct don)clli( bormtlinp;r.i crrttrilrcd in thc ?021 I'lediurn

l cr,r D.hl lviairErm.nt slrnlcl'J'.

J) Tlrrl, flrl dcvi:rtiof, liom lhe :rpp:orerl lnr,:olvine sralc$r rrill rrq.rirc lltc epprt'cl

ol lllt l\nti(lrli Al.r rb:r.

Source: PDPC Report on the MTDS 2023.

Enhancing Debt Transparency and Accountabillty

'1. The National Assembly should seek clarlty from the National Treasury on
the slatus of the announced forenslc public dobt audlt belng conductod
by the Offlce of the Auditor General, and th6 expoctod date of completlon,
While we recognize the recent effort made by the National Treasury to avail

2 Germany's Federal D€bt Rule (Debt B.ake). Federal Ministry of finance Germany.
httpsJ/www.bundesfinanzministerium.delcontsnUEN/Downloads/Public-Finances/germanys-foderal-debt-
rule.pdf?_blob=publication File&v= 1 &t



more information on public debt, key gaps still remain in the nature, size and

guarantees given on Kenya's debt historically.

2. ln response to the challonge (!ine 39) highlighted in the MTDS 2025, the
National Treasury should begin by providing simplified versions of key
public debt management documents for consumption by the public. This

is already done by national and county governments through the Citizens or
'Mwananchi' budget and can be replicated across the MTDS, debt register and

the Annual borrowing strategy. Simplified debt documents will make debt

information more digestible and accessible to the public, increasing the

effectiveness and applicability of public input into budgeting financing decisions

during public participation. To do this, the NT can leverage the technical

capacity and experience of civil society actors in the public finance space.

Debt Management Operations

1. Diversified sources of borrowing: Whereas it is important to expand the

sources of debt financing, diversification of borrowing attracts the risks

attributed to high debt portfolio such as debt imbalance and high debt servicing.

For sustainable debt management, there is a need to explore altemative

financing options away from debt financing.

2. 106. Shift from a debt limit to a debt anchor: Capping the debt anchor at 55

per cent of the GDP may be a positive approach, but not satisfactory in reducing

debt accumulation due to its insensitivity to possible GDP underperformance

scenarios. Debt anchoring can become problematic when the economy

experiences recession or setbacks such as devalued currency and therefore

not sustainable. The most desired progressive approach should be a focus on

debt reduction by minimizing the accumulation of debts as much as possible.

To prevent the occunence of unsustainable debt situations, there is a need to

rethink on how to improve DRM by leveraging on the currently untaxed revenue

streams (e.9. wealth taxation) and also encouraging tax complianc€,

regularization of govemment spending, reduced tax expenditure, and improved

taxation accountability and transparency. The most sustainable approach in

management would be tapping on the revenue potential that Kenya can

independently generate. For example, the taxation of wealth is such a potential

revenue stream for kenya. Based on the Africa Wealth reoort, 2024, Kenya has

approximately 7,200 High-Net-Worth lndividuals and an underlying annual

revenue potential of about $ 781 million. This is evidenced as follows:



Assumed
Average
Wealth

Estimated
Tax
Revenue

Wealth
Bracket
(Tiers)

Proposed
Tax Rate

Estimated
Number of
Individuals

1.50/o 5,700 $2M $171M$1M - $3M

$450M39l $10M3M - $100M

$160M5o/o 15

1,500

$200M>$100M

Total 7,216 $78rM
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Our Ref: IPF / CEO / lO / O2-2O25 246 Febnt*y 2O21,

Mr. Samud Njorogc CBS,
Clcrk of thc National Asscmbly
Parliamcnt Building
P.O Box 41842-002()()
Nairobi, Kenre

Dcar Sir/ Madam,

RE: MFMORANnUM ON THE 20?-5 MFnIUM-TIRM DEBT STRATEGY

Grecting's from The Institutc of Public Financc.

The Iostitute of Public Finance (PQ is an independent non-profit thinl tank that furthers the principles of
public financc managcmcnt through thc gcncrarion of Crcdiblc Evidcncc, Advcrcacy,, and Tcchnicd Assisancc.

IPF lauds the Public Debt and Privatization Committee of the National Asscmbly fr.rr creating a window for

public participation in thc 2025 Mcdrum-Term Dcbt Managcment Srategl 6fTDS).

This aligns with the spirit and intention of the Consriotion of Kenya 2010 to uphold participation in public

financc managcment, as a'ell as enablcs Parliament to levcrage insights from stakeholdcrs such as IPF to inform

the 2025 ITITDS. Ultimately, this enhenccs transparency, accountabiliq, cffcctiveoess, and cf{iciency in thc

utilization of public rcsources.

Befotc we move to Epccific iEsucs, the laid-out etrategy usec Junc numbq8 which may not include debt

dynamics bctwcen July and Dccembcr 20U.

Our submission focuscs on thc following arcas:

L Dcbt Period Provided in MTDS

We note that the cut-off period for public debt data anallzcd in the 2025 MTDS isJ une 2O24,

IPF recommends thc Committec rcquires thc National Treasur)'to prolidc updated records up to Deccmbcr

2024 on public debt contracts. This u'ill give a mre picture of thc dcbt status ard u'ill lead to morc informed

debt decisions.
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2. Repon on State Owned Entcrprisee (SOEa) guaranteed Debt

Therc is prrrgressive improvcmcnt in debt rcporting with thc 2025 MTDS induding loan guarantees for thrcc

Satc Owncd Enterprises namely Kcnya Airwavs, Kenl.a Ports Authority, and Kenya Power and Lighting

Company, whcrc Projects undcr each SOE and amount guarantccd havc bccn includcd in (pg. 8 of MTDS). Io

the spirit of Scc 58 of the PFIr{ Act 20121 aod to cnablc Parliametrt to decide wtether ro approve dtaft loan

guarantee documcnts or not, IPF recomrnends that the reported guerantees should dso include the

duration ofthe grarantee, the nature of the guarantee, and a risk aeceegment.

.i. Traneparcnry and Accountability of thc Annud Borrowing Plan

As ptescribcd undet Scction 63 (d) of the PFM Act, 2012, and Section 186 of PFM (National Govcmmcnt)

Regulations, 2015, the NfTDS requires rhe Public Dcbt N{anagcmenr Office @DMO) to prepare domestic and

extemal borrou'ing plans. NTTDS funher rcquires thesc plans to indicate the expectcd disbursemcns by

creditors, the disbursement period, and the currcncv of disbursement. However, therc is no rcquirement to

providc informatioo as to the purposc ofborrov,ing, more so for shon-tcrm dcbts. Additionally, MTDS requircs

that thc dcbt managemcnt repnns bc preparcd and published rcgularl,', but thcre have bcen notablc dclays and

failwcs in publishing thcsc rcpons. \t(/hcrcas N(TDS has dcfincd thc scopc of thc borrowing plans as pcr thc

legislation, it would be progressive to providc deteiled information ro enhence accountebil$.

IPF rccomrnends the MTDS include a requirement thet the annual borrowing plans indicate the

lnvcsunent to be funded by thc borrowed hrnds. Spccifically, eny infraerucnre bond procurcd

chould bc able to identi$ inftasrrucrure to be funded by the proceede.

4. Debt Swape end ESG Dcbt lnetmmcnts

The 2024 NfTDS proposcs dcbt swaps, and environmenta-I, sociel, and govemance @SG) debt insmrmcnts to

fund the budget deficit for FY2025/26. Vtrile these swaps and instrumcnts have bccn successful in othcr

countries, it is not a bullct solution.

IPF rccommends that firll diaclosurc of thia typc of Enanctng ls madc includlng but not limited to

community displacemcnur and rieks associated with thean.
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5. Incohcrencc bctween BPS and MTDS

NITDS 2025 proposcs a net borrowing mix of .35:(15, external to domestic borrowing, to Enance a fiscal dcficit

of Ksh 831 billion as highlightcd in the BPS. Howcver, thc BPS 2025 proposes thc same net borrowing rado to

bc 18:82, extcmal to domcstic. Thc trl'o documcnts do not spcak to cach othcr, and this would bc a pmblcm

when it comes to fiscal deficit financing. The misalignment in the fiscal deficit strategy could creare unceltainry

in debt planning and markct expcctations.

Additiondly, as part of thc risk asscssmcnt, it is worth corsidcring that misscd macrocconomic projcctions such

as GDP grovth and revenue projcctions could further exaccrbatc 6scal sucss, affcctintrl revenue performance

and incrcasing borrowing necds. The PDM() should integnte these risks into the MTDS to enhance fiscal

sustainabilitr.

IPF thcrefore rccommcnds that the two documcnta (BPS and MTDS) ehould havc a similar propoed

to erraure coherence and prudence in botmwing.

The N{edium-Term Debt Strategl' flvfIDS) is dcsigned to provide an optimal frameu,ork for borrowing, aiming

to cnsurc thc sustainability ofnational dcbt. Hor*'cvcr, this stratcgv is oftcn not adcquatcly rcflcctcd in thc Budgct

Polig'Statement @PS), which rcsults in incrcascd borrcrwing and dcviations from thc intended debr

managcment plan. Conscqucnd)', thc ppvcrnmcnt increasirglv rclics on domcstic txrrrowing, which comcs with

h.ighcr intercst tatcs enrl contributcs to rhc crowding out of privatc-scctor invesrmcnt.

Funhermore, thc frequent implcmcntation of supplcmentary budgcrs worscns thc situation by introducing

additional cxpcnditurcs q/ithout sufficicnt public consulation or cnsuring that matching rcvcnuc sounccs arc

idcntificd. This lcads to turther borrowing covcring thc rcsulting financing pps and further cscalating thc ovcrall

dcbt burden.

To eddreee theac laaues, the MTDS must be fully integrated into the BPS to guide br:roving decisions more

effectivclv. The govcmment should also aim to reducc thc frequency of supplcmcntary budggts by ensuring

morc thorough plnnning and forecasting in the primary' budgct.
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Yours sincerely,
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RTPUEUC OF KEIfIA THIRIEE{ITI PARTI^M$IT . lHE N^IIOML ASSEMETY

MTMORANDUM

TO: Th€ Honorable Membe.s ofthe 13tfi Natlonal Parllament

fnOM: Parlhmentary CenterACEPA and Conc6ned Clttsens and R6ld€nts of the RepuHk of Kenya

DAIE: 24th ,anuary 2025

SUBIECT: Callfor a Natlon.l Pollcy on Deb,t{or+'latur" and D€bt{or{llmat€ Swaps ln Kenya

tntrodudron

Thts memorandum ls submttted to draw the attendon of the Natlonal Assembly to the urgent need for a comtsehsnslve natonal

polky on Debt-for-Nature and Debt{or{llmate swaps whlch ar€ lnnovatfw flnanclal mechanlsms €nabltn8 couniles to channel filnds

tnto conservauon and cltmate resl|lence lnltLttves wtthout accumulaUng addtttonal debtlhb ls made posslu€ through a carbon credtt

whkh ls a permlt $at allows an enttty to €mlt a certaln amount of gre€nhouse gas;lt ls also a way to reduce the amoum of carbon ln

the atmosphere and m comp€nsate for emlsslons.

For example Ghana and Mozambtque are benetrcl.rles of deh-for nature and debt{or<ltmate swaps by World BanhTrust ln

2ol9.chana's b€nefted fiom a debt swap of LISD 4,862,280 for reduclng 972,456 tons of carbon emlsslons ftom deforesta on and

for€st d€gradadon whtle Mozambtque bene{lned from a debt s$,ap of USD 5.4 mllllon for reduclng 1.28 mllllon tons of carbon

emtsslons.Gabon secur€d a tlSD 450 bllllon debt swap ln 2023.



Howev€r,lGnya doesn\ yet have a natlonal policy on debt-fornature and debtJor{llmate swaps and we are requestlng the natlonal

assembly to tntroduce thls hey legtslatlon whlch has the potentlal to address Kenya's rlslng debt bu.d€n whll€ promothg

envtronmental conservatton and cllmate reslllence. We urge Parllament to prlorttDe the formulatlon and adoptlon ofthls

transformatlve pollcy frameworh, whlch aligns wlth l(enya's constltutional and lnternatlonal obllgatlons,

Debt-for-l.lature and Debt-for{ltmate s1 ,aps repr€sent an lnnovative flnanclal mechanlsm to address these chall€nges by converdng

enernal debt lnto fundlng for envlronmental conservatlon and cllmate actlon lnltlattues.

Prlority Recomm€ndstlon RrtloneleL,ustlff catlon

Deslgn a Pollqy

document on Dept for
Nature and dept for
cllmate swaps

Develop a Natlonal Frameworh

on Debt-for-Nature and Debt-
fordllmete swaps

A Nadonal Frameworh on D€h,t'for-Natur€ and oebt{or{llmate Swaps ln (€nya

would essentially be a set of govemment pollcles and guldelhes outllnlng how

Kenya lntends to utlllze debt-for nature and debt-for<ltmate s,wap agreements
wlth credltor natlons, thls would allow them to reduce thelr debt burden ln

exchang€ for commhtlng funds towards cons€rvatlon and cllmate actlon projects

wlthln Kenya fo. erample prot€ctlng forests, promotlng renewable energy,
promotlng food s€curity and enhanclng water security.
The Cllmate Change Act (2016) mandates the development ofthe Natlonal

Cllmate Change A.tlon Plan (NCCAP), and Kenya's M€dlum-Term Oebt

Management Srategy (2O24) achnowledges th€ need for Innovatlve ffnanclal
mechanisms such as debt swaps.

Thls can be done by Collaboratlng wtth flnanclal lnstttutlons, ctvll soclety, and

local communltles to establlsh a pollcy for lmplementlng 0ebt-for-l'lature and

Debt-for{llmate swaps.
Some Slobal eramples lnclude:
Seychelles ln 2016 got 522 mllllon debt swap to prot€ct martne ecosystems,

Costa Rlca Llsed debt swaps for ralnforest cons€Natlon.



Unlt€d States wrote off t3O mllllon of debt for lndonesla ln 2009 in exchange for
a commttment to conseNe the troplcalforests ofSumatra.

Promote hrbllc Awareness and
Partlclpatlon

Artkle 69: OblEat6 the State to ensur€ sustalnable management and

conseN8tlon of natural resources. The State should Educate cttlzens on
sustalnablltty and consewatlon of natural resources as a b€neft and tts lmPact on
debt swaps. Communttles should be lnvolved ln deslgnlng and lmplementlng
proJects funded through these mechanlsms. Such proJects r€duce communttles'
Economlc straln and reduce erNlronmental d€Sradatlon. Thls can be done
through Publtc Educaton, Medla Campatgns, Communlty lnvolvement and

sharlng su€cessful storl6.

Exampl€: Costa Rica Awareness was done through medla campalgns about how
these swaps benetrt forGts and wlldlfe and local communttles helped declde
whlch areas to protect and worled on conservauon projects.

Eellze Awareness by government and non?roffts orgenEatlofls held worhshops
explahlng how the swap would protect the barier reef and boost tourlsm whlle
local flshermen and tourlsm operatorsJoln€d plannlng groups to ensure tle
proJects helped thelr ltuellhoods, too.

lncorporate Accou ntablllty
M€chanlsms

Ensure accountabtltty ln fund allocatlon and project €xecutbn by establlshlng
systems for transparency, accountablllty and equttable beneft dtsttbutton,
prlorttlzlng vulnerable and marginallzed communttles Thls can be achleved by

establBhln[ lndeDsndent $usts and lmolementlnq monho.lnq sFtems, to ensute



that the redk€cted funds achl€ve thelr lntend€d envlronmental and cllmate
objecttues.

tramples Seychelles debt payments were redlrected to the S€ychelles

Cons€rvation and Cllmate Adaptatlon Trust whkh ffnances marlne protectlon
Inttlatives, sustalnable flshertes, and cllmate adaptatlon measures They oversee

fund allocatlon and proJect lmplementatlon, ensurlng transparency and

accountablllty ln achlsvlng environm€ntal oblesthe

Engage Credltors Negotlate favo.able terms wlth bllater3l and muhllateral credltors to maxlmlze
the ben€fftr of debt $^,apc for Kenya's envlronment and people. These sr,rraps

would help reduce flnanclal burdens whlle protectlng nature and add.esslng
cllmate change.

Erample ln 2022 Earbados engaged its credtor lnter-Amerlcan Development
Banh (lDB) and The Nature Conservanry for Deh-for{llmate Swap and they
restuctured t I 50 mllllon of lts debt, wtth savlngs us€d for marlne conservatlon
and cllmat€ reslllence projecG.

Allgn Pollcy Objeqtlves Ensure allgnment wtth Kenya's lnternauoml and domesttc commltm€nts,
lncludlng the Parls Agr€emem, vlslon 2030, and the Afrtca Cllmate Actlon Plan-

Concluslon

ln llght of the urgent economlc and envlronmental challenges faclng Kenya, we appealto Pa.llam€nt to prtorltlz€ the adopuon ofa
NatlonalPollcy on Debt-for-Nature and Debt-fordllmate swaps. Thls pollcy wlll enable Kenya to achleve a sustalnable balance between

economk gro\rrth and envlronmental st€wardshlp, ln llne wtth the Constltutlon and lntematlonal commltments,

we trust that this memo wlllbe gtuen due conslderatlon and resolved expedlfiously.



Slgned:

l.Parllamentary C€ntre

2.Qhala

3.BajstlHub

4.Women Polltlcal Alllance

5.Unlted Dlsablltty P€rsons of Kenya

6.Northem Rang€ CSO

T.lcassa

S.HENNET
g.Dtfferently Tal€nted soclety of (enya (OTSk)
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FOREWORI)

The Medium-Term Debt Management Strategy OfTDS) is an annual publication that

informs the Government dccisions regarding public bonowing and public debt

management as well as the desircd structure of public debt portfolio in pursuit of cost

minimization and risk managcment while ensuring debt remains sustainable ovcr the

medium-term.

The 2025 MTDS has beetr prepared pursuant to Section 33 of the Public Finance

Management Acq 2012. The Strategy recognizes that a divcrsified public debt structure

and dccpening of the domestic debt market is necessary to mitigate against exchange rate

risks on Kanya's extcrnal public debt.

Public and publicly guaranteed debt slock increased to Ksh. 10,581 .98 billion as of the cnd

of June 2024 up from Ksh. 10,278.88 billion as of the cnd of June 2023. The IGhs.

10,581.98 billion comprises of extemal debt stock of Ksh. 5,171.70 billion and domestic

debt stock of Ksh. 5,410.28 billion.

The 2025 MTDS has been prepared on the background of successfirl debt maturity

managemqrt opaetion which involved prepaymg USD 1.50 billion in Febnrary 2024 of

the USD 2.00 billion 2024 Eurobond.

The National Treasury will continuc to monitor and asscss thc macroe@nomic and market

devclopments to explore opportunities for diversifying sourccs of external borrowing in

pafiicula! tergeting Diaspora Bond, and Environmental, Social and Governance (ESG) debt

instruments.

Additionally, the National Treasury will continue to undcrtake domestic debt market

devclopments reforms to reduce thc costs and minimizc risks inherent in public debt while

also improving thc institutional structurc and policics to cnsure efficiat public dcbt

managemsl opetations. Measurcs aimed at ad&essing public debt vulncnbilitics,

including liability management operations, prioritizing conccssional bonowing and

vli
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oontinuation of fiscal conrclidation path will bc pursucd in the short and over mcdium tcrm

with thc rim of fostcring public dcbt sustainability by roducing tlre pacc of public dcbt

accumulation.

\\e 2025 MTDS will provide E firm foundation to enhancc public debt menegerrent

alongsidc funding thc budga as statcd in the Budget Policy Strtement.

EON. FCPA JOHI{ MBAI'I NG'ONCO, EGH
CABINET SEbRETARYMHE NATIONAT TREASI,'RY & ECONOMIC PLANNING
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EXECUTIVE SUMMARY

The 2025 Medium-Term Debt Management Strategy (MIDS) has been prepared in
accordance with Section 33 (2) of the Public Finance Managemenr (PFM) Acr, 2012. It
serves as a roadmap for the management of the country's public debt for the pcriod Fy
2025/26-2027128. It outlines the strategies and initiatives aimed at minimizing costs and
management of risks of debt over the medium term.

stfP

Public and publicly guaranreed debt stock increased to Ksh 10,581 .98 billion as of the end
of June 2024 from Ksh 10,278.88 billion as of the end of June 2023. This comprises an
external debt stock of Ksh 5,171.70 billion and a domestic debr stock of Ksh 5,410.28
billion.

The recent Debt Sustainability Analysis (DSA) reporu Kenya's public debt to be
sustainable but with a high risk ofdebt distress. The present value (PV) ofpublic debt was
63.0 percent of GDP against the benchmark debt threshold of 55 percent of debt to GDp.
The National Treasury has until l'' November 2029 to bring rhe presenr value of public
debt within rhe threshold to comply with the law.

The MTDS has been prepared in an environment of improved domestic macroeconomic
environment but uncertain financial markets globalty. The domestic economy grew by 5.0
percent in the first quarter and 4.6 percent in the second quarter of2024. Inflation has falten
from a recent peak of 9.6 percent in October 2022 to a low of 3 percent in December 2024.
The Kenya shilling exchange rate has remained stable since February 2024, thereby
improving extemal debt indicators. Kcnya's economic performance is projected to remain
stable over the medium term. Growth will be mainly driven by broad-based private sector
activities and ongoing govemntent interventions and strategies under the Bottom-Up
Economic Transformation Agenda (BETA).

The 2025 debt managenrent strategy seeks to gradually reduce the stock of Treasury bills
in the medium term while,: lengthening maturity of public debt instruments and deepening
the domestic debt market through issuance of medium to long term debt securities
accompanied by debt market reforms. From the extemal sources, the strategy targets a mix
of concessional and comrrercial borrowing.

The strategy aims at 25 percent and 75 percent gross borrowing from external and domestic
sources over the mcdium term, respectively. Net borrowing to finance fiscal deficits is
structured into 65 percent and 35 percent from extemal and domestic sources over the
medium term, respectively.

I
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I. INTRODUCTION

The Medium-Term Dcbt Management Strategy (MTDS) is the policy framewo* that
guides government bonowing and public debt management in Kenya. The framework
guides the Govemment in pursuing a desired structure of the public debt portfolio which
rcflects costs and risks trade-off, to support the fiscal deficit path outlined in the Budget
Policy Statement (BPS).

2. The preparation and submission of the 2025 MTDS to Parliament for the period FY
2025126 to 2027 /28 is in accordance with sections 33(2) and 63(c) of Public Finance
Management Act, 2012.

3. The National Tressury is mandated to manage the levels and composition of public
debt, including guarantees and other financial obligations as provided for in sections l2
(l) (b) and 62(b) of the Public Finance Management (PFM) Act, 2012.

a) Objectives of the 2025 Medium-Term Debt Management Strategy

a. The 2025 Medium Term Debt Management Stratep' aims at

a) Reducing refinancing risk by reducing short maturities debt while
lengrhening the total portfolio Average Time to Maturity (ATM) by
deepening the domestic bond market through issuance of morc medium to
long term instruments as the main source of domestic financing;

b) Reducing the interest rate risk by increasing the Average Time to Refixing
and reducing the amount of debt with variablc interest rates;

c) Reducing the foreign exchange risk through currency diversification; and

d) Promoting intergenerational equity.

b) Scope of the MTDS

5. The MTDS analysis takes into sccount outstanding public debt and projectcd borrowing
and debt senice in the context of current and future macroeconomic environment and
the conditions in thc intemational and domestic capital markets. Performing guarantccd
debt and other local dcbts and ovcrdraft arc excluded from the proposcd debt
management strategies. Debts excluded amounts to Ksh 263.74 billion which includes
Kshl00.l7 billion uncalled guaranteed debts, Ksh 61.03 billion Government overdraft
at CBK, Ksh.l3.54 billion Suppliers crcdit, Ksh 83.54 biltion IMF SDR Allocation and
Ksh 5.47 billion Bank advances.

t

GEFn-t'



GEFD-}

c) Organtcetlon of the documont

6. The succcoding sections comprise: Rcview of the Existing Public Dcbt Portfolio;
Analysis of Costs and Risks of Existing Public Dsbt; Review of Performancc of the
2023 MIDS; Kcnya's Mt Sustainability; Challeoges to Dcbt Managcment;
Macroecooomic Assumptions and Key Risks; Potential Sources of Financing; Dcbt
Manegement Strategr; Stratery Implementation, Mouitoring and Evaluation; and
Annexes.
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II. REVIEW OF THE EXISTING PI.IBLIC DEBT STOCK

As at end June 2024, the stock of public and publicll' guaranteed debt u'as Ksh
10,581.98 billion (65.7 percent of GDP), equivalent to USD 81.70 billion in nominal
terms, of u,hich domestic debt was Ksh 5,410.28 billion while external debt u'as Ksh
5,171.70 billion (Table l).

2. The 2025 MTDS analysis takes into account debt stock of Ksh 10,318.25 billion or
USD 79.66 billion excluding the performing guamntees debts, IMF SDR Allocation,
Govemment overdraft at Central Bank of Kenya (CBK), Suppliers credit and Banli
advances.

Table l: Public and Public Gueranteed Ilebt in the MTDS end June 2024

A. Domc.tlc Dcbt (ioclodcd lo MTDS)
Trlrtury Bilb 615.89

TFrtury Boodr 1,627.12

Prc,l997 CovcrDmcoa Dcba 17 -23

Srb Totrl 5160.25
B. Ert.rotl dcba (ilcludcd ln ITDS)
IDA/IBRD I,7t6.03

ADF/A'DB 508.50

Bitrrini i,ocz.eg

Mrtitrtcni 492.17

Commcrrhl Brrks 323.19

lntcmrtioarl Sovcrclgn Bood 854.tE

SrbTotrl 5,058.00

C. Ercludcd from MTDS
Supplicrr Crcdit (cracrrrl) 13.54

CBK Ov.rdr.ft (dom.ttl.) 61.03

IMF SDR Allocrtioo (dom6tic) t3.54
Pcrformiag Gurnaacct (crtcrDrl) I OO. 17

B.nk rdv!!cc! (domcrtic) 5.47
Sub Tot.l 261.71

TOTAL DEBT lodudcd ln MTDS (A+B) l0Jl8r5
TOTAL DEBT(A+B+C) t05tl.9t
Domorlic 5,410.2t
Ertc.rrl 5,171.70

Source: The National Treasury and Centrol Bank of Kenya

'Erchange Rate (USD/Ksh) is 129.527

4.'t 5

35.72

0.13

40.6r

13.79

3.93

t.,14

3.t0
2.50

6.60

39.0s

0.10

o.47

0.64

0.77

0.04

2.0{
19.66

8r.70
41.77

39_93

3. Extemal public debt comprises multilateral, bilateral and commercial creditors while
the domestic debt comprise Treasury bonds and bills. As a proportion of lotal extemal
debt, multilateral debt accounted for 53.9 percent (Figure l). The high proportion of
multilateral and bilateral debt reflects lhe Government's deliberate strategy of

I \l' halli,,n\'I )r\('r it)li,' Krh hillionr
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maximizing the use of conccssional financing and minimizing the use of comrnercial
loans.

llgure l: Composition of Erternal Debt es-at end June !024
I

I Bllnterrl

r I\Iult llaterdl

r Commerclal
Benks

I Eurobonds

r Suppllel's
Credlt

r Gua ranteed

l
Sourcc: The National TreaswT

4. As at end June 2024, keaswy bonds accounted for E5.5 percent of total domestic
public debt, while Treasury bills accounted for I 1.4 percent of total domestic public
debt. The other domestic public debt categories accounted for 3.1 pcrcent of the total
domcstic debt (Figure 2).

Figure 2: Composition of Domestic Debt s at end June 2024
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5. Govemment guaranteed debt as at end June 2024 amounted to Kshl00.2 biltion.
The debts are held by Kenya Ports Authority (KPA), Kenya Electricity Generation
Company (KenGen) and Kenya Airways (KQ) (Table 2).

Table 2: Outstandin Government Guaranteed Debt d June 2024

Kcnye Electricig Gcnereting
Comprny

Kcoyi Portr Auahorio

Kenye Alrwrys
Totrl

Soarce: The National Treasury

Mombasa Dicscl Gcncnting Pou/er Plant
Sondu Miriu Hydropower Projcct
Sondu Miriu Hydro Powcr
Sondu - Miriu Hydropower Project Sangoro
Power Plant
Olkaria I Unit 4 and 5 Gcothermal Powcr
Projcct
Rehabilitation and Upgradc ofthe Ceothcrmal
Plant Olkaria
DSSI Japan For KcnGcn Loans Phasc I
DSSI Japan For KcnGen Loans Phase II
Mombasa Pon Dcvclopmcnt Programmc
(lr'lombasa Pon A)
Mombasa Port Dcvelopmcnt Programmc
(Mombara Pon)
Kenya Port Dcrtlopment Projcct - Phasc II
(Principal I)
Kcnya Port Developmcnt Project - Phasc II
(Principal llA)
DSSI Japan-Kcnya Porls Authority (KE-P25) -
Phase I
DSSI Japan-Kcnya Ports Authority (KE-P25) -
Phase I I
Kcnya Airways Guarantce (for Local Banks)

343
819

5,5E9
2,630

t 5,528

I,449

709
E24

t5,422

I,393

23,271

2,574

2t9

256

29,139
100,165
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III. ANALYSIS OF COSTS AND RJSKS OF EXISTING PT'BLIC
DEBT

l. This section highligfits the costs and risk characteristics of the existing public debt
portfolio as at end llurl,e 2024.

2. Nominal debt as a p€rcentage of GDP declined to 65.7 percent in June 2024 from 72.0
percenl in June 2023 due to appreciation of the Kenya shitling against major currencies
while the present value of public debt to GDP declined to 63.0 percent from 68.7
perccnt in the same period (Table 3).

Teble 3: Costs rnd Risks Indicators for Debt
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3. The domestic debt with malurity of4 to l0 years improved as at end June 2024. The
proponion of instruments with less than one year to maturiry increased to 18.6 percent

as at cnd June 2024 from 16.7 percent as at end June 2023 and this was attributed to

the National Treasury uptake of short-term instrumcnts. As a result, the proportion of
inslruments with maturity of 2-3 years and greater than I I yean as at end June 2024

reduced from 15.3 percent and 26.9 percent as at end June 2023 to 13.5 pcrocnt and

22.2 percer,;rt as at end ltrre 2024, respectively (Teble 4).
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Table 4: Domestic Debt Securities Maturi Profi in USD E uivalent

L.ts th-rn o.trc yeer 5,645
2 to 3 ycrrs 5,143
{ tosyerrs 5,407

6 to lQ years t,465
Above ll y€{rs 9,085
Torrl 33,745

Source: Ihe Notional Treasury

16.7

15.3
r6.0
25.1

26.9
r00.0

7,525
5,4E2
7,t t3
1t,377
t,982
40,479

lE.6
13.5

t7.6
2E.I
22.2
100.0

1,

m,m

m,m

m,m0

4. The redemption profile shows that 18.6 percent of domestic debt will mature by June
2025, mainly due to short-term (treasury bills) government sccurities falling due.
Overall, the repayment schedule is bunched for the next nine years due to large share
ofTrcasury bills and near-term maturities trcasury bonds, intemational sovereigr bonds
and syndicated loans. The public debt rcpayment schedule, as ofJune 2024, is shown
below (Figure 3).

Figure 3: Redemption Prolile as algnd JClg1024 (Ks! millions)
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IV. REVIEW OF PERFOMANCE OF THE 2023 MTDS

TheFY 2021124 MTDS aimed at maximizing use of concessional funding and rollover
of commercial debt from extemal borrowing accompanied by liability management
operations whercas on the domestic bonowing front, the target was to lengthen the
maturity profile and mitigate refinancing risk through issuance of medium to long term
benchmark Treasury bonds.

2. Whereas lhe overall strategy was to minimize costs and risks through a net financing
mix of 50 per ccnt from both extemal and domestic sourcesr the outcome was in the

$lio 73,,27 net domestic financing to net extemal financing, as reported in Budget
Outturn (2024 Budgct review and outlook paper) (Table 5).

Table 5: MTDS Targets egainst Borrowing Outturn (Percent of Totel Public
Borrowin

Erternel MTDS
Acrual
Devbtion

Domcstic MmS
Actual
Devietion

Sourcc: Natiorul Treasury

Gross domcatic borrowing
Gross crternrl borrowing
dw Co ncesslo nal and Seml-
concessional
Commerclal borrowlng

So utcc : Nat i onal Tre asury

28
l9
9
72
8l
-9

25
22
3
75
'18

-3

38
28
t0
62
72
-t0

27
t5
t2
73
85

-12

73
50
73

-23

50
27

3. The deviation v/as attributed to limited access to extemal financing which resulted in
more uptake of borrowing from domestic sources to finance the Iiscal deficit. In FY
2023/2024, Kenya's net domestic financing was Ksh 595.57 billior\ or 89 per cent of
the target. From extemal financing, the net amount was Ksh 222.7 5 billion, or 86 pcr
cent ofthe targct during the fiscal year.

Trble 6: Gross Borrowin

65.0
35.0
22.O

75.0
25.0
15.6

2,34t,234
760,500
473,625

r 3.0 9.4 286,875

4. In Fcbruary 2024, The National Treasury successfully rcfinanccd USD 1.50 billion
(75%) of the USD 2.00 billion Eurobond maturity through issuance of an intemational
Eurobond, with the remaining USD 500 million repaid from the exchequer in June

l
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Irlt llt lr t",.1

I \:l):.1-10:{
\ctrrlrlt", )

I \ Illl.l-IlrI{ t }r.rh
rrilliorr.t

SECBET



$EGRET

2024. The actual gross external bonowing in the period was 25,0 percent of the total
public borrowing, which was below 35.0 percent target (Table 5).

5. Global market rates have tightened and led to hardening of bonowing terms.
Worsening market conditions were due to global and geopolitical economic shock
including monctary policy tightening in major economies and uncertainties rclated to
the war in Ukraine.

6. New external debts average mtlttrrity lcnglhcned to 20.5 years as at end June 2024 from
15.7 yean in June 2023. The weighted average interest rate increased to 4.6 percent
from 3.2 percent in June 2023. However, the grace period reduced to 4.4 years from
4.8 years during the same period (Table 7).

Teble 7: Average Terms of New External Debt
Terms 2017 2018 2019
Avenge Maturity o/ears) 17 .6 2O.E 15.3
Gracc Period (years) 4.5 10.3 5.6
Avcrage Interest Rlte (%) 2.6 3.9 3.9

Soutcc: The Notional Treasury

2020
26.1

7.4
0.5

2021
23.3

7.4
2.1

2022
25.9

4.2
0.8

2023
t5.7
4.8
3.2

20u
20.5
4.4
4.6

stcRrr
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V. KENYA'S DEBT SUSTAINABILITY

L The public debtr remains sustainable but with high risk ofdebt distress.

2. Extemal Debt Sustainability Analysis (DSA) demonstrates that the Present Value (PV)
of the extemal debt to GDP ratio is below the 40 percenl sustainability threshold
throughout the projection period. The PV of Public and Publicly Guaranteed (PPG)
external debt-to-exports remains above the sustainability threshold of 180 percent
through 2029.

3. The debt service to revenue ratio breaches the threshold of 18 percent from 2024 to
2028 due to heary maturities during the period. Debt service-to-exports remains above
the sustainability threshold of l5 percent through to 2029 (Table 8).

Trble 8: Erternrl Debt Sustainabili Anrl srs

Acturl

29.0 12 r 29.8 30.4 31 0

Pror.rtio!

29.5 2t I 26.t 22.5 16.2Pv ofPPG .rt.r..l
d.bl-to4IrP rrlb

fl' ofPlG .rt.r!.l
d.bt-to{rporl! ntio

PPG d.ba rcrv l..".to-
crport ratio

40

tEo ?]t.2 274.t 274.2 260.2 2{1.9 222.3 20t.1 195.0 152.5 9t.l

l5 21.1 .16.9 ,r0., lr.9 29 t 27.' 21.0 21.0 161 ll.5

It tJ.1 rt.t 25.2 20.6 20.1 lt.9 rt.6 lr.5 17.6 9.tPPG d.bt r. l.Gto,
]!rcr!a rillo

Source: The Notional Treasury & IMF country reporl

4. The Present Value (PV) of total public debt-to-GDP ratio is projected lo remain above

the 55 percent benchmark through 2029 (Teble 9), after which it is projccted to dccline
to within the approved threshold.

5. Policy initiatives by the Government are necessary to diversi$ and/or expand export
base and build gross international reserves to improve the extemal debt sustainability
ratios.

6. The Govemment endeavours lo sustain fiscal consolidation efforts over lhe medium
term to create fiscal space and reduce debt related risks. The Govemment will also

I Dcbt Sustsinsbility Analysis (DSA) conduaed in Octobcr 2024.
Encmd md domcltic obligerions covcriag Ccnral Govcmmcnt dcbt, Ccotnl Brnk dcbr ukcn on bclulfofthc
Govcmmcnt, Socirl Sccurity Fund ind Govcmmcnt gurrsntccd dcbt.
Excludcd non-guamatccd dcbt ofthc public scctor and ancars discloscd in thc regular rcpons.
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continue to optimize the use of extemal concessional funding and lengthen the maturity
profile of public debt tfuough issuance of medium to long dated bonds.

Table 9: Public Debt Sustrinabiti Ane ls

Pl'ofdrbt{o-GDP
!!ltc -
PY .fplblic d.br-to.
rw!!rG tnd !l.!t!
ratlo
Ircbl a.rvicc-to-
rava!ra and tf'n&
r.tlo

Source: The Nalional Treasttry & IMF Country report

7. The Govemment will explore possibility of Liability Management Operation (LMO)
options with the aim of extending the maturity of existlng debt to reduce near term
refnancing risks and reduce the cost of debt service. In addition, measures to support
a steady and strong outlook for exports will play a major role in supporting extemal
debt sustainability.

8. For public debt to continue on a sustainable path, the govemment will continue the
fiscal consolidation efforts to slow the rate of debt accumulation.

Aclrrl
61.9 6t.7

l70J a06.2
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l,t8.t
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lt{.3
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2t2.9
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219.9
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VI. CHALLENGESTODEBTMANAGEMENT

l. Kenya's public debt management landscape has faced several challenges. l-hcse
include sovereign credit rating dovrngrade that negatively impacted the financial terms
of new commercial borrowing. Such rating downgrades may lead to increased
bonowing costs, limited access to credit markets, lor,r'investor confidence, cturenc)
depreciation, and debt sustainability risk.

2. Another challenge is the external factors such as global market volatility, and interest
rate fluctuations. These affect the timing and potential cost of debt management
operations.

l. The high interest environment both globally and in the domestic debt market has also
resulted in high debt service costs. The high interest on government securities was a
result of a tighl monetary policy environment, which is expected to ease since the
macroeconomic environment has greatly improved. The high interesl rates are
projected to rcsult in totsl interest payments in the FY 2024/2025 of more than Ksh I
trillion. This consumes a very high proportion of the revenue collected and hence a big
constraint lo fiscal consolidation efforts.

4. At a technical level the methodology used to assess detrl sustainability for countries
like Kenya seems to have some weaknesses that should be addressed in furure
methodological reviews. Currently, while it is acknowledged that the debt sustainability
framework considers remittances received, as one of the parameters for measuring the
debt carrying capacity, it is not used in the computation of debt sustainability ratios
where the sources of foreign exchange such as exports are used. This disadvantages
sustainability measurement for countries like Kenya with large and sustained
rcmittanccs. Inclusion of remittances in calculating the ratios would greatly improve
the indicators.

5. Limited understanding of public debt management amongst major stakeholders has also
becn an issue. Public debt is both a highly technical and an emotive subject in the
Kenyan political arena. Therefore, there is need for a sustained public engsgement on
public debt developments and management. The National Treasury has therefore
undertaken to extensively engage stakeholden in public fora on public debt
management reports and in formulation of debt management strategies.

SF[fir-
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VtI. IVIACROECONOMIC ASSUMPTIONS AND KEY RISKS

a) Baseline Macroeconomic Assumptions

L The 2025 MTDS is anchored on the macroeconomic assumptions outlined in the 2025
Budget Policy Statement @PS).

2. The global economy has stabilized with global growth projected at 3.2 percent in 2024
and 3.3 percent in 2025 from 3.3 perccnt in 2023, supported by the easing ofworldwide
inflation and supply chain constraints. Growth in the advanced economies is pmjected
to remsin stable at 1.7 percent in 2024 and 1.9 percent in 2025 from 1.7 percent in
2023. At the regional level, growth in Sub-Saharan Africa is expected to rebound to 4.2
percent in 2025 from 3.8 percent in 2024. This growth is driven by improved economic
activities as the adverse impacts ofprior weather shocks subside and supply consraints
gradually ease.

3. Over the medium term, economic growth is projected to rcmain at 5.4 percent,
supported by broad-based private sector activities and ongoing govenmenl
interventions and strategies under the Bottom-Up Economic Transformation Agenda
(BETA). As shown Table l0 below.

Table l0: Baseline Macroeconomic Assumptions as per the 2025 Budget Policy
Stetement PS

Source: The National Treasury

4. Domestic Interest rates have declined in line with the easing of the monetary policy.
The interbank rate declined to I 1.5 percent in December 2024 compared to I L7 percent
in December 2023 and has remained within the prescribed corridor around the CBR
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(set at CBR + 150 basis points). The 9l-day Treasury Bills rate also declined to 10.0
percent in December 2024 from 15.7 percent in December 2023.

b) Key Risks to Macroeconomic Assumptions

5. The risks to the 2025 MTDS strategy are:

a) Unpredictable weathcr conditions that may affect agricultural output and real
GDP and inflation;

b) Tight fiscal space and potential increase in the projected financing needs;

c) Uncertainties in thc global economic outlook;

d) Likely constraints in accessing concessional financing;

e) Underperformance of Govemment Securities auctions that may affect borrowing
performance;

f) Failure to absorb extcmal financing from crcditors may lead to underfunding of
the budget;

g) Underperformance in revenue collection leading to increased borrowing need;

h) The risk of depreciation of Kenya shilling against major currencies that may
increase debt service costs resuhing in fiscal pressure and pass+hrough to
inflation;

i) Materialization of fiscal risks and contingent liabilities arising from slrte-owned
enterprises debt obligations; and

j) Risk of crcdit rating downgrades.

11
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V[I. POTENTIAL SOI'RCES OF FINANCING

I . The domestic and external markets are the main sources of Govemment deficit
financing.

2. The govemment will raise funds from the domestic debt market through issuance of
Treasury bonds and bills.

3. The National Treasury will spearhead key reforms that deepen the market and diversi$
the investor base. Riding on the use of DhotCSD, the govemment will continue to
implement measures that attract diverse set of investors to the domestic debt markct,
including undertaking roadshows among relevant sakeholders.

4. The extemal borrowing will be majorly thmugh conccssional loans from multilateral,
bilateral and limited commercial loans such as intemational bond issuances.

5. Thc Government will also explore emerging funding instruments such as dcbt swaps,
diaspora bond, sustainability linked bonds and Environmental, Social and Govemance

@SG) debt instruments to fund budget deficil and manage public debt.
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IX. DEBTMANACEMENTSTRATEGY

a) Analysis of Cost and Risk Indicators Under Alternative Debt
Management Strategies

I . The analysis of various borrowing mixes and strategies has been undertaken to identify
the mix and the strategy that minimises public debt costs and reduces risks to overall
public debt.

2. I'able I I shows the cost and risk indicators of the four altemative strategies and
Annexes I to 4 show more details of the ahemative debt management strategies.

Teble I l: ed Costs and Risks Indicators Under Alternative Stret cs
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bllllod lrcall.d lt orrnt .d d.bts, trth. 61.03 llllio, Govc .n cnt ovcrd,alt .t CBK, lkl,. tl,tl bl loa Sappllc',
ct.dit, frth. tt.ta bltllon llrFSDR Atlocdtlon.nd fth. t.17 bllllon 8oa*.dwnc.t
fll.c dt0.rencc bcawccn mtio6 in Ttbl. 9 md I I is duc io ahe cxclusion cxplaincd in (i) rbovc

3. From an array of strategies analysed in Table ll, Strategr 2 (S2) provides more
prospective benefits in terms ofcosts and risks ofpublic debt than any other altemative
strategy.

b) 2025 Overall Debt Manegement Strateg/

a. The 2025 MTDS aims to reduce debt costs and risks by sourcing 25 percent gross
borrowing from external sources and 75 percent from domestic sources over the
mcdium term. From the domestic sources, the stratery is to gradually reduce the slock
of Treasury bills while lenghening debt maturity and issuance of medium to long term
debt securities. On the extemal end, the target is a mix of concessional optimisation
and minimal commercial borrowing. Gross external financing would be composed of
14 percent concessional, 3 percent semi-concessional and I percent commercial
borrowing. The expected composition of public debt at the end of the Stratcgr pcriod
will be 45 pcrcent external and 55 percent domestic, as shown in Annex 2.

c) Deficit Financing Strstes/ (FY 2025n6-20271281

5. Based on thc MTDS anallical tool analysis, a net borrowing mix of 65 percent and 35
percent from domestic and extemal sources over the medium term respcctively will
help optimize coss and risks of financing the fiscal deficits for the MTDS period
2025t26-2028/29.

d) Expected Costs and Risks Indicators in 2028

6. The implementation of the strategy will reduce the cost of debt by reducing nominal
debt to GDP to 57.8 percent from the current 63.7 percent and the present value ofdcbt
to GDP from 58.1 percent to 52.8 percent over rhe implementation period by
FY2027128 (Table l2).

7. The debt burden will reduce as shown in the reduced interest payment &s a percentage
of GDP to 4.6 per c€nt from the current 5.4 per cent by the end of projection period.
Lower interest paymcnts imply reduced pressure on the budget, which can free up
resources for other priorities.

8. In terms of refinancing risks, the optimal strategy reduces the refinancing risk by
lowering the debt maturing in I year as a percentage ofODP and lengthening the debt
maturity both in the domestic and extemal portfolio.
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9. The Strategy reduces the interest rate risk by increasing the average time to relixing to
8.6 years from 7.3 years, incrcasing the debt with fixed rate from 85.2 per cent to 92.5
per cent, and reducing the amount of Treasury bills in the portfolio to 3.7 per cent from
the current 5.1 per cent.

10. In terms of exchangc rate risk, it reduces the foreign exchange rate risk from 49.3 per
cent to 44.6 per cent by focusing on borrowing more from the domestic debt market.

e) Risks to the Stratery

I l. Factors that could lead to the optimal strategy not being fully implemented may include
emerg,ency conditions like auction failure, widening of the fiscal deficit, limited access

to extemal funding which could disrupt financing plan, and default on guarantees.

Trble 12: Er ected Costs rnd Risks Indicators of the Debt Man ement Strr 028

Curreoa Optlmrl
Strateg/

Nomirsl debt rs pcrcert of 63.7' 57.8

GDP
Preselt vrlue debl rs percetr a 58.1' 52.E

of GDP
Interest p.yment rs percent of 5.4 4.6
GDP
Implicd lxtcrerl rrle (perceDl) 8.5 8.6

Refirrncing risk Debt maturing in lyr (% of total) ll.2 I1.8
Debt maturing in lyr (7o of GDP) 7-5 6.8

ATM Extcmsl Portfolio (years) 9.5 9.t
ATM Domestic Ponfolio (ycars; 6.6 8.1

ATM Total Portfolio (yean) 8.1 9.0

tllcrcsl rrae rill ATR (ycars) 7 3 8.6

Debt refixing in lyr (pcrcent ofrotal) 24.6 lt.2
Fixed rste debt incl T-bills (pcrcent 85.2 92.5

of total)
T-bills (percent oftotal) 5.1 3.7

FX risk FX dcbt as % oftotsl 49.3 44.6

ST FX debt as 7o ofrcscrves 27.5 Z9.l

Source: The National Treasury
' Pcr/orming gua'oatccd debt. tupplier credits and othcr lqol debts including overdralt an excluded lrom thc
proposcd debt moagcrnent s,rqtcties. Debts qcluded amounts ro Ksh 263.71 billioa which iacludcs Kshl00.l7
billion uncolled guamnte.d deb,s. Ksh 6l.0J bllllon Govcramcnr owtdrqlt at CBK, Ksh I J.51 billion SuPdieB crcdit,
Ksh 83.51 billioa IMF SDR tllocation and Kth 5.17 bi ion Boak odvonccs.

(f) Approaches to Deal with Debt Managemenl Challenges

12. Centralize the reporting of trades to a single Trade Repository platform to improve
post-trade transparency which would facilitate better price discovery.
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13. Operationalizc the sinking fund.

14. Continuously undertake LMOs to lower cosB and risks of public debt- requires sinking
tund.

15. Improve on cash management to reduce use of the costly ovcrdraft.

16. Sustain fiscal consoli&tion to rcduce fiscal deficis and slow accumulation of public
debt.

17. Dcvelop gor.enrmcot securities issuance policy to guide issuancc and trading of
govemment sccurities to reflect markct evolution over time.
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x STRATEGY IMPLEMENTATION, MONITORING AND
EVALUATION

a) Dometic and Externsl Borrowing Plan
The Govemment will implement the debt management strategy tfuough the Annual
Borrowing Plan (ABP). The implementation work plan is shown in Table l3 below:

Teble 13: MTDS lm emenlttion Work Phn

2023 Iw!r 20!a
lffD6, tl!.niix
atd aubaritaioo of
2025 MTDS (o

hrllrn nl

2025 Flt.ury

2

Cm.oltld Fl|rd
Scrvi€ (D6()
Ardgct G'tlrtrcr

An lltlly at F
Budlst
C.Lrd.. .rd dorhi

P9I{I
cs II&P

Crbi0.t

P&lift.nt
PDMO

BROPA
CS Mcririrn

caK
m2l & 2021 [frDs

202J MTIXi

PI){\{O /BD

MFAD ,cBK

PS/NI,
CSNT&EP

CrtiEr
/hrlbnEnl

PDMO. MFAD

CBK: Coc

Dnacmiodi,l of lhc
2025 MIDS
bdl.
Natirul
TEarury
DapoftrraB

Ol.rll ly
MTDS
ho.lito.rl! ard
cvalutxn Eport
Monrhly dch.
mlnaFrat l!F(t3

CrcuLlDo of FnEd
copi's, ch.t
diar.nin titll ofthc
irfoirrtixr io
iIIlpLrErtins
deF llrlnts rnd
rrrnrnt cosrlia
ftlF! tfir dah
acrvtc Fr*flirot
id CFS hd$r

f .dnol Fo.. r&d

inphnErEtio. of dl€
f,{TDS
Aacca! of dorE lic
ad cf,Lnd
bdrlwht td
rrFyhant d,lr
Undfi.rr hdf 

',!.rrcvi.'E of Frfoaurca
orlhc 2O2J \ITDS

202, F.b.u!ry

Qurrdly

Moolhly

Annuity

Qurrl.rly

m25 BPS. 2021 BIOP
CS Mcridirr- CBK

2021 & 2@5 MTDS

RMD

CBK

fvA/r.fT
RMD

D&S

CBK

MFAD
PP? Unit

J. POMO

a-

5.

6.

1

l.

PDMO

CSK

2025 MTN
hdfprr

EEry ,ix nsrtfu
afra. cfcctivc d.E
orftc MTI)5

PDMO

CBK

MFAD

Ud.rulc rdytb of
FctL .l!d rCCL

PDMO. PPP UniI

M[AD: CBK

F&:.l CorrniEraE
!d C6dn!.lry
Libilnht GCCL)
R.po.t
R.vLw of b$arEa
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calcrdrr

PDMO
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c8K

MFAD
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ryliT
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PDMO

CBK

AGO

M.rta P.rtriFnts

2t



Cfrr-.,-

I
2. PDMO will prepare domestic and external borrowing plan comprising projected

bonowing and settlement of maturities within the 2025126 fiscal year.

3. The extemal bonowing plan will comprise of expected disbursements by each creditor,
the disbursement period and currency of disbursement within the fiscal year as per the
2025 MTDS.

4. The ABP may be rcvised to include liability management operations to manage debt
stock risks when market conditions allow.

b) Review of the Borrowing Plan

5. Review of the outcome of implementation of the Borrowing Plan will be done on
weekly, monthly and on an annual basis to provide data for strate$/ evaluation and for
public information.

6. The progress of implementation of the 2025 MTDS will be monitored and reported
through monthly reports and the Annual Public Debt Management Report (APDMR)
which is prepared and published after the end ofthe fiscal year.

c) Monitoring and Review of Cost and Risk Indicator C)utturn of the Strategr

7. The costs and risks outcome characteristics in the 2025 MTDS will be evaluated semi-
annually and annually against sustainability threshold indicators to dctermine
dcviations and suggest mitigation measurcs. Table 14 outlines the costs and risks
parameters to be evaluated.

E. The evolving public debt structure and fiscal deficil will inform review of strategy for
managcment ofcosts and risks ofpublic debt going forward. ln addition, any deviations
will be used to inform stratery review and formulation of the MTDS in the next cycle.
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Trblc 14: Templete for Eveluation aud Updeting of Costs rnd Risks Indlcrtors Under
Alternrtive Stn leg

Nomlnel dcbt er ?6 of GDP 63.11 57.t

Prc.cDt vrhc dcbt .' 7r of GDP 5E.l ' 52.t

Ioiertrt pryncnt 13 7c of GDP 5.4 1.6

Imptled interrrt rrte (%) E.5 6.6

Rclluraclog Dabt muuring in lyr tl.2 I1.8
rirk (% ofrotal)

Dcbt maturing in ly 7-5 6.8
(%of cDP)

ATM Extcmal Portfolio 9.5 9.8
(ytars)

ATM Domcstic 66 E.3

Portfolio (pars)

ATM Tot8l porrfolio t. t 9.0

0'cars)

htcrst ATR (years) ?.3 8.6
nte rlsk Debt rcfixing in lyr (7o 246 18.2

of totd)

Fixcd rarc debt (% of 85.2 92.5
total)

E!( rltk FX dcba as % of tot8l 49-3 44.6

'Dcccmbcr 2024 for Seol-Anruel rnd Junc 2025 for AnEurl rrsc'3mcnl

' Perlorahg gucantecd &b\ tupplier crcdiu aed otrpr lud debtt trcluding ovcrdr$ oe crclu&d lroa tlr
pqad &bt rrycnunt an cAiq. Dcfu acludcd ana uu ro KstL 263.71 btlllon which tmltd.t Ktl\ln-|7
blllloa uallcd guoatcd &rl Kth. 61.0f billton Golcrnmoa ovctdtd ot CBK Kth.l3.Sl blllion fupplhn
crsdia, KslL Er.51b lior. IMF SDR lllxdlon and Kth. 5.a7 bi ion hnkdtqrve!
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ANNEXES

Anner l: Average Nen'Borrowing by Instrument under Alternative Strstegies (ln

ercent of gross borrowin end ofFY 202712
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Annex 2: Composition of Debt Portfolio by Inslrument under Alternative
Strst ies, (in Percent of Outstanding Portfolio as at End of -FY 2027 tzE)

a

Outstrodiag by Ilstrrmena
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Scmi-Conctssionel

CommerciaL[!lernationrl Sovereign
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Anner 3: Redemption Proliles under Alternative Strategies Ksh. Million (End-

w2027128)
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Anner 4: Cost and Risk Characteristics under Alternative Strategies
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Annex 5: Baseline Pricing Assumptions and Description of Shock Scenarios

a) The pricing assumptions under the baseline scenario for interest rates and the cxchange rates
are as follows:

i. ADF' lmns are priced at an average fixed rate of 0.75 pcrcent, with a 4O-year tenor and up-
to lo-year grace period.

ii. IDA/IFAD loans are priced at an average fixed rate of 2.0 percent, with a 3O-year tenor and
upto l0-year grace period.

iii. Other concessional loans are priced at an average fixed rate of 2.0 percent, with a 2B-year
tcnor 8nd up-to 7-year gracc pcriod.

iv- Semi-conccssional loans arc assumed to be contractcd at a fixed intcrcst ratc of
approximately 3.0 percent and a maturity of 23 years including a grace period of up to 5

years.

v. Commercial borrowings and Exgnrt Credit Agencies financing with floating rates 8re
contrscted &t a reference rate plus a margin.

vi. The pricing ofKenya's lntemational Sovcrcign debt is based on US forward rates and crcdit
spread.

vii. Pricing on the domestic debt instruments is based on US forward rates, credit sprcad and

inflation differcntial.

b) The outlook on thc baseline interest retes and exchange rates is based on the following
considcrations;

i. The Kcnya shilling against the dollar exchange rate is assumed to dcpreciate annually at an

avcrage rate of 2.E percent.

ii. The fixcd intercst rates of market-bosed instruments in the intemational capital markets
werc based on US forward ratcs and credit sprcad. Thc domestic market yields were bascd

on US forward rates, crcdit spread and inflation differcntial.

iii. The interest rates for fixed rate loans are assumed to remain priced as per the existing
porrfolio.

c) Three risk scenarios are evaluated as licllows:

i. Thc risk scenario for inter"st rates assumes moderate interest rate shock of0.75 pcrcent and

1.5 percent in 2026 and 2027 rcspectively and a stand-alone extreme shock of 1.5 perccnt
and 3.0 percent over the same period.

ii. The risk scenario for cxchange rate assumes a stand-alone extreme shock of25 Percent in
2026 which was applicd on thc bascline exchange ratc projections.

iii. The combined cxchange rate and interest rate risk shock scenario assumes an incrcasc in
interest rate by I modcrate shock of 0.75 percent combined with a 12.5 percent exchangc
rate deprcciation in 2026.
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I Annex 6: Publication of the Debt Management Stratery

Section 33 of the Public Finance Management Act,2012 provides:

t) On or before l5u February in each year, the Cabinet Secretary shall submit to
Parliament a statement setting out thc debt management stratery of ttre national
government over the medium term wilh respect to its actual liability in respect of
loans and guarantees and its plans for dealing with those liabilities.

2) The Cabinet Secretary shall ensure that the medium-lerm debt management
strateg;r is aligned to the broad strategic priorities and policy goals set out in the
Budget Policy Statement.

3) The Cabinet Secretary shall include in the statement the following information: -

a) The total stock ofdebt as at the date ofthe statement;

b) The sources of loans made to the national govemmcnt and the nature of
guamntees given by the national government;

c) The principal risks associated with those loans and guarantees;

d) The assumptions underlying the debt management strategt; and

e) An analysis of the sustainability of the amount of debt, both actual and
potential.

4) Within fourteen days after the debt strategy paper is submitted to Parliament
under this section, the Cabinet Secretary shall submit the statement to the
Commission on Revenue Allocation and the Intergovemmental Budget and
Economic Council, publis[ and publicize the statement.

5) PFM Act 2012, 'General responsibilities of the National Treasury' Section 12.

Provides that: (l) Subject to the Constitution and this Act, the National Treasury
shall- @) mansge the level and composition of national public debt, national
guaranlees and other financial obligations of national governmenl within the
framework of this Act and devclop a framework for sustainable debt control.
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