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PRELIMINARIES

Parliamentary Committees consider policy issues, scrutinize the workings and

expenditures of the national and county governments, and examine proposals for

legislation. The end result of any process in Committees is a report, which is tabled in the

House for consideration.

A
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ESTABLISHMENT AND MANDATE OF THE COMMITTEE

A(icle 124 (l) of the Constitution of Kenya provides that each house of Parliament may

establish committees and shall make Standing Orders for the orderly conduct of its

proceedings, including the proceedings of its committees.

The Senate Standing Committees on Finance and Budget is established pursuant to section

8 (l) of the Public Finance Management Act, Cap.4l2Aand standing order 228 of the

Senate Standing Orders. The Fourth Schedule to the Senate Standing Orders outlines the

subject matter assigned to each specific Committee. The Standing Committee on Finance

and Budget is mandated to-

a) Investigate, inquire into and report on all matters relating to coordination, control,

and monitoring of the county budgets and examine -

i. the Budget Policy Statement presented to the Senate;

ii. the report on the budget allocated to constitutional Commissions and

independent offices;

iii. the Division of Revenue Bill, the County Allocation of Revenue Bill, the

County Govemments Additional Allocations Bill, and the cash

disbursement schedule for county govemments;

iv. all matters related to resolutions and Bills for appropriations, the share of

national revenue amongst the counties, matters concerning the national

budget, including public finance and monetary policies and public debt,

planning, and development policy; and

b. Pursuant to Article 228 (6) of the Constitution, to examine the report of the

Controller of Budget on the implementation of the budgets of county

governments.



The Standing Committee on Finance and Budget was constituted by the Senate of the

Thirteenth ( l3th) Parliament on Thursday, l3th October, 2022 duringthe First Session. The

Committee was later reconstituted on Wednesday,, l2th February, 2025, during the Fourth

Session. The Committee as currently constituted is comprised of the following Members-

l. Sen. (Capt.) Ali Ibrahim Roba, EGH, MP - Chairperson

2. Sen. Maureen Tabitha Mutinda, MP - Vice-Chairperson

3. Sen. (Dr.) Boni Khalwale, CBS, MP - Member

4. Sen. Mohamed Faki Mwinyihaji, CBS, MP - Member

5. Sen. Richard Momoima Onyonka, MP - Member

6. Sen. Shakila Abdalla Mohamed, MP - Member

7. Sen. Eddy Gicheru Oketch, MP - Member

8. Sen. Mariam Sheikh Omar, MP - Member

9. Sen. Ilsther Okenyuri, MP - Member

A
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CHAIRPERSON'S FOREWORD

The Medium-Term Debt Management Strategy (MTDS) provides a framework for

informed decision-making on public borrowing and debt management. It guides the

national government in structuring the public debt portfolio to minimize costs and risks

while ensuring sustainability and supporting the development of the domestic debt market.

The 2025 MTDS has been prepared pursuant to section 33 of the Public Finance

Management Act, Cap. 412A. lt was tabled in Parliament on February 13, 2025, and

subsequently committed to the Standing Committee on Finance and Budget for

consideration.

The submission of the MTDS aligns with section 33(l) of the Public Finance Management

Act(2012), which mandates the Cabinet Secretary responsible for Finance to submit to

Parliament a statement outlining the National Govemment's debt management strategy.

Accordingly, this report adheres to the provisions set out under section 33(3) of the Act

and encompasses the following key elements-

a) the stock of public debt as at the date of the tabling of the statement;

b) the sources of loans acquired by the national government and the nature of

guarantees issued by the national government;

c) principal risks associated with these loans and guarantees;

d) assumptions underpinning the debt management strategy; and

e) an analysis ofthe sustainability ofboth actual and potential public debt.

The resolution ofthe House on the report on the Medium-Term Debt Management Strategy

shall serve as the foundation for determining the appropriate limits on proposed domestic

and extemal borrowing. Additionally, it shall inform the approval of the Budget Policy

Statement Report.

The 2025 MTDS outlines the following financing strategy-

a) a gross financing ratio of 25:75 for external and domestic borrowing, respectively;

and

b) a net financing strategy of 35:65 for extemal and domestic financing, respectively.

7 | SCF&B Report on the 2025 Medium Term Debt Monogement Strotegy



As ofthe end ofJanuary 2025, the total stock ofpublic and publicly guaranteed debt stood

at Ksh. 11.02 trillion (65.7% of GDP), up from Ksh. 10.58 trillion (65.7% of GDP) in June

2024. This figure is projected to rise further to Ksh. 13 trillion by lune 2027 .

Consequently, debt servicing costs are expected to increase to Ksh. 1.97 trillion by June

2025 and furtherto Ksh.2.4 trillion by June 2027. Addirionally, debt service payments-

including interest and redemption payments-are projected to remain elevated, averaging

60% oftotal revenue. This underscores the tightening fiscal space and highlights the urgent

need for a robust Debt Management Strategy aimed at minimizing costs and mitigating the

risks associated with high debt distress levels.

Examination of the 2025 Medium-Term Debt Management Strategy

In reviewing the 2025 MTDS, the Committee engaged with key stakeholders, including

Commission on Revenue Allocation, the Institute of Certified Public Accountants of Kenya,

the Council of Govemors, the County Assembly Forum, Bajeti Hub, the Institute of Public

Finance, the Institute of Social Accountability, Office of the Auditor-General, Okoa

Uchumi, Mr. Kelvin Ronyo and the Institute of Economic Affairs. The Committee held a

total of l0 sittings while processing the 2025 MTDS-(Annex l: Minutes of Committee

proceedings attached)

Additionally, in adherence to Article 201(a) of the Constitution, the Senate conducted

public participation on the 2025 MTDS through a call for submission of memoranda.

Arising from consultative engagements, the Committee made several recommendations

including-

a) Noting that as of June 2024,Kenya's public debt stood at Kshs. 10.58 trillion,

equivalent to 630/o in Present Value (PV) terms, exceeding the Public Finance

Management Act (PFMA) framework's PV-Io-GDP threshold of 55% by 8

8l SCF&B Report on the 2025 Medium Term Debt Monogement Strategy
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percentage points, the National Treasury should submit quarterly reports to

Parliament detailing the progress made towards compliance with the set threshold

in PFMA.

b) That, the National Treasury, Central Bank of Kenya, and Controller of Budget

should fully automate the withdrawal of debt service payments from the

Consolidated Fund by 3l't May,2025. Additionally, an interagency report on the

implementation status of this recommendations should be submitted to Parliament

15 days after the 3l't May,2025.

c) That, to enhance financial controls, improve the accuracy and timeliness of public

debt statistics, and strengthen 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 May 31,

2025, and submit a report to Parliament within l5 days of implementation.

d) That, to enhance transparency and accountability in the anticipated increase in

domestic borrowing, the National Treasury should, within 60 days-

i. Establish a working committee to develop criteria for assessing the effective

utilization of borrowed funds by Ministries, Departments, and Agencies

(MDAs) and establish the Registrar of Govemment Securities in accordance

with Section 55 of the Public Finance Management PFMA Act.

ii. Ensure that the debt register records comprehensive details on the utilization

of borrowed funds, including a specific breakdown of projects financed

through the proceeds of Infrastructure Bonds.

e) That, the National Treasury should establish a multi-agency committee comprising

representatives from the National Treasury, the Central Bank of Kenya, and the

Controller of Budget to review the public debt procurement process and assess the

utilization of borrowed funds. The committee should submit a report to the Senate

within 60 days.

f) To mitigate the impact of high debt service costs, the National Treasury should

ensure efficient resource utilization, prioritize investments in high-impact sectors,

and enhance the timely implementation of projects and programs
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Financial Recom mendations

g) That, the fiscal deficit target for the medium term is approved and set at 4.6oh of

GDP for the FY 2025/26;3.8Yo of GDP for FY 2026/27 and 3.5%o of GDP for

2027128, in line with the fiscal consolidation path; and

h) That, the country's borrowing strategy is approved at 35%o for net extemal

borrowing and 65%o for net domestic borrowing as contained in the 2025 Medium

Term Debt Management Strategy.

,1
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CHAPTER ONE

OVERVIEW OF MEDIUM-TERM DEBT MANAGEMENT STRATEGY

1.0 Introduction

Article 201 of the Constitution read together with Section 62(3)(c) of the Public Finance

Management (PFM) Act, Cap 4l2A gives the basis for prudent and responsible use of

public finances. Particularly, the law requires that the burdens and benehts ofthe use

of resources and public borrowing shall be shared equitably between present and future

generations. Prudent and responsible use of public resources entails management of

debt levels and borrowing as well as minimization of the cost of debt.

2. The Medium-Term Debt Management Strategy is submitted to Parliament pursuant to

section 33(l) of the PFM Act, Cap 4l2A on or before the l5th February in each year.

The document sets out the debt management strategy of the National Govemment over

the medium term with respect to its actual and potential liability in respect of loans and

guarantees and its plans for managing liabilities.

3. The Debt Management Strategy is submitted alongside the Budget Policy Statement

(BPS) hence the law requires that the medium-term debt management strategy be

aligned to the broad strategic priorities and policy goals as set out in the Budget Policy

Statement. Section 6aQ)@) of the PFM Act, Cap 4l2A requires the Medium-Term

Debt Strategy (MTDS) to be consistent with the Budget Policy Statement (BPS).

4. The Cabinet Secretary responsible for matters relating to finance is required to include

the following information in the MTDS-

a) The stock of public debt as at the date of the statement.

b) The sources of loans made to the national government and the nature of

guarantees given by the national government.

c) Principal risks associated with these loans and guarantees,

d) Assumptions underlying the debt management strategy.

e) An analysis of the sustainability of the amount of debt, both actual and potential.

13 I SCF&B Report on the 2025 Medium Term Debt Monogement Strotegy

,l



t

5. Section 62 of the PFM Act, Cap 4l2A provides for the establishment of a Public Debt

Management Office (PDMO) domiciled within the National Treasury. The core

objective of the office is to ensure minimization of the cost of public debt management

and borrowing over the long-term taking account of risk; to promote the development

of the market institutions for Govemment debt securities and to ensure the sharing of

the benefits and costs of public debt between the current and future generations.

6. The PDMO is also mandated to assist county governments in debt management and

borrowing. Consequently, county treasuries are required to fumish the PDMO with any

information that shall enable it to execute its mandate efficiently. This points to the role

of the county governments in the management of public debts.

1. I Macro-economic Assumptions

7. The 2025 MTDS is anchored on the macroeconomic assumptions outlined inthe2025

Budget Policy Statement (BPS). The key assumptions underpinning the selection of the

optimal borrowing strategy for FY 2025126, as outlined in the 2025 Budget Policy

Statement, include a real GDP growth rate of 5.3Yo, an inflation rate of 5.lYo, projected

revenue at 17 .6%o of GDP, expenditure at 22)%o of GDP, and a fiscal deficit of 4.3Yo

ofGDP.

1.2 The Fiscal Framework

8. Total revenue, including Appropriation-in-Aid (A-i-A), is projected at Ksh. 3,385.8

billion (17.6% of GDP) in FY 2025126, while total expenditure and net lending are

projected at Ksh. 4,263.1billion (22.1% of GDP), resulting in a fiscal deficit of Ksh.

831.1 billion (4.3% of GDP).

1.3 The Projected 2025 MTDS borrowing strategy

9. The Medium-Term Debt Strategy (MTDS) for financing the fiscal deficit in FY

2025126 includes a gross borrowing ratio of 75Yo domestic and25%o external financing,

with a net borrowing mix of 65% domestic and 35o/o extemal. Over the medium term,

the targeted public debt composition aims for a net borrowing ratio of 55olo domestic

t4l SCF&B Repoft on the 2025 Medium Term Debt Monogement Strotegy
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1.4 Sources ofFunding

10. Extemal borrowing will be sourced through concessional loans from multilateral and

bilateral lenders, with limited reliance on commercial loans such as international bond

issuances. Domestic borrowing will be undertaken through the issuance of Treasury

bonds and bills.

I l. This proposed financing mix does not include any funding from the International

Monetary Fund (lMF). If the govemment successfully negotiates a funded programme

with the IMF, then this would change by increasing external financing and reducing

domestic borrowing.

12. The MTDS 2025 further aims to diversifr funding sources by exploring emerging

instruments such as debt swaps, diaspora bonds, sustainability-linked bonds, and

Environmental, Social, and Govemance (ESG) debt instruments to finance the budget

deficit and manage public debt.

13. The MTDS 2025 highlights several risks in the implementation of the proposed debt

strategy. These include-

a) Unpredictable weather conditions;

b) Tight fiscal space;

c) Uncertainties in the global economic outlook;

d) Constrained access to concessional financing;

e) Underperformance of Government Securities auctions;

f) Failure to absorb external financing;

g) Underperformance in revenue collection;

h) Depreciation of the Kenya shilling;

i) Fiscal risks from state-owned enterprises; and

j) Risk of credit rating downgrades.

1sl SCF&B Report on the 2025 Medium Term Debt Manogement Strotegy
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14. To address these challenges, the MTDS 2025 outlines the following approaches-

a) Establish a platform to improve post-trade transparency and enhance price

discovery.

b) Operation alize the sinking fund to support Liability Management Operations.

c) Improve cash flow management to reduce reliance on costly overdrafts.

d) Sustain fiscal consolidation to curb deficits and slow public debt accumulation.

e) Strengthen govemment securities issuance and trading framework.

f) Enhance efficiency in the Over The Counter (OTC) market for government

securities

1.6 Review of previous MTDS performance

15. A review of past borrowing strategies reveals a consistent reliance on domestic

borrowing over external financing. For instance, the2024 Medium-Term Debt Strategy

(MTDS) targeted a 50:50 borrowing ratio between domestic and extemal sources, yet

the actual composition stood at 73:2T,highlighting a continued shift towards domestic

borrowing. This trend reflects limited access to external financing, driven by factors

such as global financial market conditions and Kenya's sovereign debt rating, which

have constrained the country's ability to secure external loans at favorable terms.

1.7 Public Debt Stock

16, Public and publicly guaranteed debt increased from Ksh.10,278.90 billion in June 2023

to Ksh.10,581.98 billion in June 2024, amounting to a Ksh.303.2 billion (2.9oh) rise

between the two periods. The Ksh. 10,581.98 billion comprises external debt of

Ksh.S,171.70 billion (48.9% of total debt) and domestic debt stock of Ksh.5,410.28

billion (51.1% of totaldebt).

17. As a percentage of GDP, the debt level stood at 63Yo in Present Value (PV) terms,

exceeding the 55o/o threshold set in the PFM Act by 8 percentage points. Notably, at the

end of January 2025, the total stock of public and publicly guaranteed debt was

Ksh. I I .02 trillion, equivalent to 65 .7oh of GDP.

SCF&B Report on the 2025 Medium Term Debt Mondgement Strdtegy16 I



1.7.1 External Debt

18. The net value of extemal debt in Kenya shillings declined by 5Yo, reducing from

Ksh.5,446 billion in June 2023 to Ksh.5,l7l billion in June 2024.The extemal debt

portfolio comprised concessional loans from multilateral lenders (54yo), bilateral loans

(22%), commercial loans (23%), and supplier credit (0.3%)'

19. The largest creditors include the World Bank (35%) and China (14%), followed by the

African Development Bank/Fund (10%) and the IMF (8%). Notably, loans from the

World Bank and IMF are concessional, helping to mitigate the costs and risks

associated with extemal commercial debt and domestic borrowing'

171 SCF&B Report on the 2025 Medium Term Debt Monogement Strotegy
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1.7.2 Domestic Debt

20. Domestic debt grew by Ksh.526.28 billion, rising from Ksh.4,832 billion (lune 2023)

to Ksh.5,4l0 billion (June 2024), reflecting a l2%o increase. The composition of

domestic debt includes Treasury bonds (Ksh.4.63 trillion), Treasury bills (Ksh.6l6

billion), and other instruments (Ksh.l66 billion). Notably, in recent years, the stock of

Treasury bonds has been on the rise, while the stock of Treasury bills has been declining.

This trend reflects a strategic shift towards lengthening the maturity profile of domestic

debt by prioritizing the issuance ol medium- to long-term securities (Treasury bonds)

while reducing reliance on short-term securities (Treasury bills) for improved cash

management.

21. Banking institutions remained the largest holders of domestic debt, accounting for 47o/o

of total domestic debt holdings as of June 2024.However, this marks a notable decline

from 55% in June 2023.The shift is attributed to increased holdings by trust funds,

pension funds, and other investors. This trend is largely driven by innovative policies

implemented by the Central Bank of Kenya through the DhowCSD platform, which has

expanded access to govemment securities and diversified the ownership of government

debt.



1.7.3 Guaranteed Debt

22. The stock of Govemment guaranteed debt decreased to Ksh.100.2 billion as at end June

2024 from Ksh.l70.2 billion in June 2023 on account of novation of Kenya Airways

debt and repayment of called-up guaranteed debt. Guarantees totaling Ksh.43.l3 billion

were given to Kenya Ports Authority, Ksh.29.13 billion to Kenya Airways and

Ksh.27.89 billion to Kenya Electricity Generating Company (KenGen), all of which

were in operation.

23. ln line with Article 213 of the Constitution and section 58 of the PFM Act, Cap 4124,

the National Treasury is authorized to extend loan guarantees to private entities, county

governments, or other borrowers on behalf of the National Government, subject to

parliamentary approval.

24. The key changes to guaranteed debt include- i) Exclusion of the Ksh.9 billion guarantee

to Kenya Power and Lighting Company, which was previously included in the 2024

MTDS, and ii) Addition of a Ksh.29.l4 billion guarantee to local banks that financed

the Aircraft Finance and Leasing Agreement for Kenya Airways. This adjustment

increases the government's exposure to the full Ksh.29.l4 billion in the event of a

default by Kenya Airways. An estimated Ksh.l56 billion will be utilized to fully settle

Kenya Airways PLC's debt obligations under the government guaranteeby lune 2027 .

25. As stipulated in section 6l(l) of the PFM Act, Cap 412A, any payments made under a

guarantee are considered a debt to the national govemment and should be recovered

from the borrower. However, legislative gaps in implementing this provision,

particularly in defining timelines for enforcement remain a challenge.

1.8 Debt service

26. Public debt service grew by Ksh.63.9 billion, rising from Ksh.1,199.4 billion in June

2023 to Ksh.1,563.3 billion in June 2024. This increase pushed the debt service-to-

revenue ratio to 68.30/0, up from 58.8% in June 2023.The rise in debt servicing costs

was driven by increase in both interest and principal repayments across the external and

domestic debt portfolios.

18 I SCF&B Report on the 2025 Medium Term Debt Management Strutegy
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27. Domestic debt remains the primary contributor to rising debt service costs. As of June

2024,domestic debt service stood at Ksh.801.15 billion (51.45% of totaldebt service),

comprising Ksh.622.54 billion in interest payments and Ksh.178.60 billion for Treasury

bond redemptions.

28. The significant share of domestic debt service is largely driven by high domestic

interest rates and investor preference for short-term securities, increasing both interest

rate and refinancing risks.

29. lncontrast, external debt service amounted to Ksh.755.97 billion (48.54%), including

Ksh.537.78 billion in principal repayments and Ksh.2l 8.l8 billion in interest payments.

30. Debt service (interest and redemptions) is projected to reach Ksh.1.87 trillion in FY

2024125 and rise further to Ksh.2.47 trillion by FY 2026127, primarily driven by

domestic debt servicing and interest payments. Over the medium term, debt service will

continue to account for more than 60Yo of total revenue. A high debt service-to-revenue

ratio indicates a significant reduction in resources available for critical development

and recurrent expenditures, as debt servicing takes priority as the first charge on the

Consolidated Fund.

1.9 Risks to Debt and Debt Sustainability Indicators

31. The domestic debt portfblio carries higher costs and risk characteristics compared to

the extemal debt portfolio. This is evident in its shorter average repayment period of

approximately 6.6 years, compared to 9.5 years for extemal debt. Additionally, the

MTDS indicates that 17.6%o of domestic debt falls due within one year, significantly

higher than the 5.2oh of extemal debt, increasing refinancing pressure and liquidity risks

32. The average interest rate on domestic debt is significantly higher at approximately

13.2%, compared to 3.7%o for external debt. This makes domestic borrowing

substantially more expensive, assuming a stable exchange rate. However, the MTDS

highlights a decline in debt-related risks, driven by falling domestic and intemational

interest rates, a stable exchange rate, and an extension ofdebt repayment periods.
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33. A review of total public debt shows that the Present Value (PV) of the debrto-GDP

ratio declined from 68.7% in June 2023 to 63% in lune 2024. However, this remains

above the 55% threshold set in the PFM Act, Cap 4l2A.The 2025 MTDS projects the

ratio to peak at 64YoinJune2025 before gradually declining through 2029.

34. The projection indicates that the PV of debt-to-GDP ratio will remain above the 55%

threshold set in the PFM Act beyond 2028. This implies sustained pressure on Kenya's

revenue due to high debt servicing obligations, with liquidity risks expected to remain

elevated until 2028. The PV of debt service to revenue and grants ratio will peak

between 2025 and 2026, exceeding 600/o. This significantly reduces the share of tax

revenues available for essential government services such as health and education.

35. Extemal debt sustainability remained stable despite significant exchange rate shocks

between June 2023 and June 2024. The PV of Public and Publicly Guaranteed (PPG)

external debt to GDP ratio is the only indicator currently within its threshold of 40,

standing at29.8 as of June 2024,with projections indicating further improvement over

the long term. However, the PV of PPG external debt to exports ratio (threshold: 180)

and the PV of PPG extemal debt service to exports ratio (threshold: l5) remain above

their respective thresholds and are expected to stay elevated over the medium term. This

underscores the need to increase exports to enhance debt sustainability.
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CHAPTER TWO

2.0 OVERVIEW OF SUBMISSION FROM STAKEHOLDERS

36. Pursuant to the provisions of Article I l8 of the Constitution and the Senate Standing

Orders, the Committee sent invitations to key Stakeholders inviting them to a meeting

and submit their comments on the Medium-Term Debt Management Strategy.

Additionally, the Committee published an advert in two daily newspapers inviting

members of the public to submit their views on the 2025 MTDS-(Annex 3-Public

Advert).

37. Consequently, the Committee received submissions -(Annex 2-Stakeholders

submissions) from the following Stakeholders

a) The Commission on Revenue Allocation (CRA);

b) The Institute of Certified Public Accountants of Kenya (ICPAK);

c) Bajeti Hub;

d) The County Assembly Forum (CAF);

e) The Institute of Public Finance (lPF);

fl The Institute of Economic Affairs (lEA);

g) Mr. Ronyo Kelvin;

h) Office of Auditor General (OAG); and

i) Okoa Uchumi.

2.1Submissions by the Commission on Revenue Allocation

38. The Commission on Revenue Allocation appeared before the Committee and submitted

as follows-

a) That the pre-1997 govemment debt of Ksh.l7.23 billion had remained outstanding

for nearly three decades, raising concems over fiscal prudence. The Commission

questioned the measures the National Treasury was undertaking to settle the debt.

b) The Commission acknowledged the government's efforts in shifting domestic debt

composition from short-term Treasury Bills to long-term Treasury Bonds, which
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accounted for over 80% of total domestic debt by June 2024, stating that it will help

manage refi nancing risks.

c) CRA commended the Treasury for its adherence to prioritizing long-term domestic

debt instruments and concessional external debt. However, they urged the Senate to

ensure continued compliance. The CRA also highlighted that 670/o of extemal debt

was denominated in US dollars, posing a risk in case of currency depreciation and

therefore recommended that Parliament should legislate an upper ceiling for external

debt in any single culrency.

d) On debt sustainability, CRA noted that Kenya's public debtto-GDP ratio stood at

68.7% in 2023, surpassing the 55%o benchmark set by the International Monetary

Fund (lMF) and the Public Finance Management (Amendment) Act 2023. The

government was granted a five-year compliance period to reduce this ratio. The

Commission stressed the need for stringent parliamentary oversight to manage debt

accumulation, especially with the approaching Eurobond repayments in2029,2030,

and 2031.

e) The Commission also raised concems over the rising debt service-to-revenue ratio,

which increased from 56Yo in 2022 to 60.6% in 2023. It warned that this trend

strained revenue allocation between national and county govemments and delayed

service delivery. It, therefore, recommended enhanced revenue collection and

control over public borrowing.

f) Lastly, CRA pointed out that Kenya had breached key extemal debt sustainability

thresholds, pa(icularly in the present value (PV) of public and publicly guaranteed

(PPG) debt-to-exports ratio and PPG debt service-to-exports ratio. This placed the

country at high risk of debt distress. To mitigate this, they urged Parliament to

enforce strict compliance with extemal debt composition, favouring multilateral

over commercial debt.
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2.2 Submissions by the Institute of Certified Public Accountants of Kenya

39. ICPAK appeared before the Committee and made the following submissions-

a) ICPAK observed that Kenya's public debt remained a significant challenge, with the

debt-to-GDP ratio at 65.7yo, surpassing the 55Yo sustainability benchmark. It noted

that public debt servicing had escalated, with repayment costs increasing from

Ksh.l.l8 trillion in the 2023124 financial year to Ksh.l.35 trillion in 2024125.

Additionally, it highlighted that 49.3% of total public debt was in foreign currency,

making Kenya vulnerable to exchange rate fluctuations. The Institute recommended

reducing short-term borrowing by issuing long-term domestic bonds, conducting a

risk assessment on government-guaranteed loans, and diversifying extemal

financing sources through diaspora bonds and sustainability-linked financing.

b) On the cost and risks of existing public debt, ICPAK wamed that Kenya faced large

debt repayments over the next nine years, particularly Eurobonds and syndicated

loans. It expressed concems over exchange rate fluctuations, noting that short-term

foreign currency debt constituted 27.5o/o of reserves. To mitigate these risks, the

Institute recommended prioritizing local currency borrowing, implementing hedging

strategies, and restructuring existing debt to extend repayment periods and ease

fiscal pressure.

c) That the government's financing approach had deviated significantly from its

planned 50:50 split between external and domestic sources, instead leaning heavily

on domestic borrowing at73:27 . They warned that this reliance crowded out private

sector credit and increased interest costs, and emphasized the need for concessional

financing and a liability management strategy, recommending continuous

monitoring and periodic reviews to mitigate emerging risks.

d) On debt sustainability, ICPAK acknowledged that Kenya's external debt remained

below the 40%o sustainability threshold in relation to GDP. However, it flagged

concerns over the country's Public and Publicly Guaranteed (PPG) external debt-to-

exports ratio, which exceeded the 180% threshold and was projected to remain high

until 2029. It wamed that this indicates significant repayment risks and
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recommended enhancing export competitiveness, strengthening trade agreements,

prioritizing concessional loans, and improving foreign exchange reserves.

e) Regarding challenges to debt management, the Institute identified low domestic

revenue mobilization, inadequate debt transparency, and slow progress in public

debt legal reforms as critical issues. It noted that Kenya's narrow tax base and low

compliance rates exacerbated fiscal deficits, necessitating external bonowing. It

urged the government to implement tax reforms, improve debt transparency through

regular reporting, and expedite legal reforms to clari$ the roles of fiscal agents and

the National Treasury.

0 ICPAK further highlighted macroeconomic risks, waming that global economic

uncertainties could affect Kenya's access to concessional financing and increase

fiscal pressure. It recommended developing risk mitigation strategies such as

currency hedging and enhanced market monitoring. Additionally, it urged the

government to make the domestic debt market more inclusive by reducing

investment thresholds for retail investors and integrating mobile-based investment

platforms.

g) The Institute noted that while the 2025 MTDS allocated 75o/o of borrowing to

domestic sources, it lacked a detailed focus on planned reforms in the domestic debt

market. It called for the inclusion of a clear framework for attracting investors,

strengthening market infrastructure, and reinforcing debt sustainability measures. It

also emphasized the need for a comprehensive monitoring and evaluation

fiamework to track the implementation of the strategy effectively.

2.3 Submissions by Bajeti Hub

40. Bajeti Hub appeared before the Committee and made the following submissions-

a) Bajeti FIub called for strengthening the autonomy and operational capacity of the

Public Debt Management Office (PDMO) within the National Treasury. They

recommended amendments to the Public Finance Management (PFM) Act to

provide fiscal and operational independence for the PDMO, aligning with the Office
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of the Auditor General's recommendations. Additionally, they proposed a clear

separation of responsibilities between the Central Bank of Kenya (CBK) and the

PDMO to prevent conflicts between monetary and debt management policies.

b) They recommended the establishment of a legislative ceiling on the annual fiscal

deficit to enforce discipline in public borrowing. While they acknowledged the

projected reduction of the flrscal deficit by 4% in the 2025126 financial year, they

argued that a formal budget deficit limit, whether absolute or as a percentage of GDP,

would encourage continued fiscal consolidation. They cited Germany's "debt brake"

model as an example of effective deficit control.

c) Regarding oversight, Bajeti Hub highlighted that the govemment had consistently

borrowed more domestically than planned, attributing this to limited access to

external financing. They recommended enhancing the role of the Public Debt and

Privatization Committee (PDPC) in approving and monitoring loans. They

supported previous recommendations from the Auditor General and PDPC that any

deviation from the approved borrowing strategy should require Parliament approval.

d) Bajeti Hub called on the Senate to clari$ the status of the ongoing forensic audit of

public debt by the Auditor General. While acknowledging efforts to enhance debt

transparency, they highlighted gaps in reporting on the debt's nature, size, and

guarantees. They recommended that the National Treasury simplifu key debt

documents to improve public accessibility and suggested involving civil society to

enhance public understanding and participation in debt management.

e) Bajeti Hub proposed the inclusion of an analysis in the MTDS 2025 on how the

borrowing strategy would impact key economic indicators. They noted the plan to

source 65Yo of borrowing domestically and 35%o extemally but wamed that

excessive domestic borrowing could raise borrowing costs and interest rates,

negatively affecting businesses and individuals.

2.4Submissions by the County Assembly Forum (CAF)

CAF appeared before the Committee and submitted as follows. That-
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b) Regarding the borrowing mix, CAF noted that the MTDS proposed a25:7 5 external-

to-domestic financing ratio while phasing down short-term domestic debt. They

supported efforts to diversifo external funding sources and suggested introducing a

Kenya-shilling-denominated diaspora bond to mobilize remittances while reducing

exposure to currency fluctuations.

c) CAF acknowledged the Treasury's plan to restructure high-cost, short-term debt to

ease liquidity pressure. However, they emphasized that any borrowing affecting

devolved mandates should be negotiated in consultation with county govemments.

They stressed on the need to align such borrowing with constitutional provisions and

local development priorities, particularly through county assemblies.

d) CAF further highlighted key recommendations on debt governance. They insisted

that funds borrowed for dcvolved functions must strictly follow the "funding-

follows-functions" principle, ensuring county governments have a role in project

prioritization and oversight. They raised concerns that some borrowed funds were

still being used for recurrent expenditures despite legal prohibitions under the Public

Finance Management Act. CAF therefore urged the enforcement of clear protocols

to ensure all borrowing was directed towards development projects with measurable

socio-economic impact.

e) To enhance transparency, CAF called for regular debt updates, including monthly

or quarterly disclosures and detailed annual reports. That there should be

comprehensive reporting on debt composition, repayment schedules, and the

performance of debt-financed projects. Additionally, the government should explore
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a) CAF observed that Kenya's public debt remained high, with the debt-to-GDP ratio

exceeding 65Yo, well above the 55Yo target. They noted that the MTDMS aimed to

stabilize this ratio by 2028 through fiscal consolidation and prudent borrowing.

However, they cautioned that over-reliance on domestic borrowing had led to high

interest costs, currently around 5.4Yo of GDP. To address this, they recommended

prioritizing concessional external loans and establishing a sinking fund mechanism

to ease the growing interest burden.
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alternatives to Eurobonds, such as diaspora bonds and other local currency market

instruments, to mitigate exchange rate risks.

f) CAF underscored the importance of inclusive consultations before introducing new

debt instruments that could affect devolved functions. That county assemblies

should be actively involved in reviewing debt stock, project performance, and debt

servicing plans to strengthen public finance oversight at the local level.

2.5 Submissions by the Institute of Public Finance

42. The Institute of Public Finance (lPF) submitted as flollows-

a) IPF pointed out that the MTDS used public debt data up to June 2024, which might

not reflect debt changes between July and December 2024.\t recommended that the

National Treasury provide updated records up to December 2024 to give a more

accurate picture of the country's debt status.

b) Regarding State-Owned Enterprises (SOEs), IPF acknowledged improvements in

debt reponing, particularly the inclusion of loan guarantees for Kenya Airways,

Kenya Ports Authority, and Kenya Power and Lighting Company. However, it

emphasized that additional details such as the duration, nature, and risk assessment

of these guarantees were necessary to enable Parliament to make informed decisions

when approving loan guarantees.

d) On the proposal to introduce debt swaps and Environmental, Social, and Governance

(ESG) debt instruments as altemative financing mechanisms, IPF acknowledged

their success in other countries but cautioned that they were not a guaranteed
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c) IPF noted that while the MTDS required the Public Debt Management Office

(PDMO) to prepare borrowing plans, it did not mandate clear disclosure of how

borrowed funds, especially short-term debt, would be used. They recommended that

borrowing plans specifu the projects or investments to be funded, particularly for

infrastructure bonds. They also observed delays and inconsistencies in the

publication of debt management reports and urged the government to ensure regular

and timely reporting.



solution. They called for full disclosure of associated risks, including potential

community displacement, before implementing such financing options.

e) That there's inconsistency between the Budget Policy Statement (BPS) and the

MTDS. The MTDS proposed a net borrowing mix of 35:65 for external-to-domestic

borrowing, while the BPS suggested an 18:82 ratio. IPF warned that this

misalignment could create uncertainty in debt planning and market expectations.

They stressed on the importance of ensuring that both documents had a consistent

approach to fiscal deficit financing to enhance fiscal sustainability.

f) IPF criticized the govemment's increasing reliance on domestic borrowing, which

carried high-interest costs and crowded out private sector investment. That frequent

supplementary budgets exacerbated the problem by introducing additional

expenditures without clear revenue sources, leading to further borrowing. To address

this, IPF recommended fully integrating the MTDS into the BPS to guide borrowing

decisions effectively and reducing the frequency of supplementary budgets through

improved planning and forecasting.

2.6 Submissions by the Institute of Economic Affairs

43. The Institute of Economic Affairs (IEA) made the following submissions; That-

a) Rising debt servicing costs resulted from accumulating public debt and higher

interest rates. It attributed this to the Central Bank of Kenya's tight monetary policy,

which aimed to curb inflation but inadvertently slowed private sector credit growth,

hindering economic expansion.

b) IEA noted that despite rising foreign exchange reserves, Kenya's shilling remained

at risk ofdepreciation due to a persistent current account deficit. It stressed the need

for stable reseryes to manage external debt and culrency fluctuations. The institute

recommended prudent fiscal management by reducing wasteful spending and

securing loans with lower interest rates and longer grace periods for sustainability.

c) IEA expressed concern over Kenya's fiscal challenges under the MTDS,

highlighting its poor credit rating and heavy reliance on domestic borrowing.

Despite Moody's upgrading Kenya's outlook from 'negative' to 'positive,' the Caal
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rating signalled continued high borrowing costs. It warned that the projected Ksh

812 billion fiscal deficit (4.2o/o of GDP) would largely rely on domestic borrowing,

potentially straining the economy.

d) The Institute raised concerns about the crowding out of private sector investment

due to increased government borrowing. It observed that government debt had

dominated domestic credit markets, reducing the availability of funds for private

enterprises. This trend, according to IEA, negatively impacted employment levels

and tax revenue collection, ultimately affecting Kenya's long-term economic

stability.

e) IEA highlighted a mismatch between economic growth projections and fiscal

realities, noting that government expectations for tertiary sector growth were overly

optimistic. It warned that unrealistic projections could weaken revenue collection

and worsen Kenya's debt distress. The institute urged the govemment to prioritize

expense management, reduce comtption, and ensure realistic revenue forecasts for

sustainable debt management.

f) The IEA recommended that the National Treasury diversifu borrowing sources by

prioritizing concessional financing while strengthening the domestic debt market.

However, it raised concems over high domestic borrowing costs and interest rates.

It also emphasized the need for robust fiscal consolidation measures to ensure long-

term debt sustainability.

2.TSubmissions by Mr. Ronyo Kelvin

44. Mr. Ronyo submitted the following;

a) He highlighted major economic challenges, including unsustainable public debt,

high unemployment, excessive taxation, poor healthcare and education systems,

corruption, mismanagement of public funds, and wasteful government spending. He

emphasized that addressing these issues was crucial for achieving sustainable

economic growth, improving service delivery, and providing financial relief to

ordinary Kenyans.
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b) Regarding public debt and borrowing, Mr. Ronyo pointed out that a significant

portion of revenue was being used for debt servicing instead of development projects

He criticized continued borrowing without proper utilization of funds and poor

negotiation of loan terms, which had led to an expensive debt burden. He

recommended establishing strict debt ceilings, renegotiating costly loans,

prioritizing concessional borrowing, and ensuring public participation in debt

decisions.

c) Mr. Ronyo highlighted high unemployment among qualified Kenyan youths,

attributing it to ineffective government policies in key sectors like manufacturing,

agriculture, and technology. He proposed incentivizing local industries, investing in

youth entrepreneurship, offering tax holidays for start-ups, and revamping

agriculture to createjobs and enhance food security.

d) Mr. Ronyo criticized rising taxation, including VAT increases and salary deductions

for the Affordable Housing Project, which he argued made life unaffordable and

discouraged investment. He recommended reducing VAT, introducing tax breaks

for small businesses, lowering income tax for middle-class earners, and eliminating

the housing tax deduction.

e) Mr. Ronyo opposed the Social Health Insurance Fund (SHIF), calling for its

abolition due to poor structuring. He recommended reinstating NHIF with strict

reforms to eliminate comrption, increasing budgetary allocation to public hospitals,

and improving access to essential medicines and equipment.

f) He criticized the new university funding model for increasing students' financial

burden and highlighted inadequate implementation and funding of the Competency-

Based Curriculum (CBC). He recommended abolishing the new model, reinstating

affordable higher education, increasing resources for learning infrastructure, and

fully funding CBC for effective implementation.

g) He highlighted com:ption and mismanagement of public funds, noting that budget

allocations were often lost to embezzlement, ghost workers, and fake contracts. He

proposed banning politicians from government tenders, strengthening the EACC to
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prosecute corupt officials, creating a digital portal for tracking expenditures, and

enforcing strict penalties for fund misappropriation.

h) Regarding wasteful government spending, Mr. Ronyo criticized the Affordable

Housing Project as a misallocation of funds and called for its abolition. He also

recommended stopping bursary allocations to MPs and governors to prevent misuse.

He proposed cutting foreign travel by government officials by 50o/o, halting the

creation of the Prime Minister's office, reducing the State House budget by 50Yo,

and scaling down protection details for elected leaders, including the president.

i) Mr. Ronyo also addressed government inefficiencies and overstaffing, arguing that

all Principal Secretaries (PSs) should be removed as they were unnecessary. He

recommended reducing the number of Cabinet Secretaries (CSs) to eight, with strict

qualifications based on expertise. Additionally, he suggested establishing an

independent Government Efficiency Department led by professionals from the

private sector to enhance policy implementation.

2.8 Submissions by the Office of Auditor General (OAG)

45. OAG submitted as follows. That-

a) The OAG observed a misalignment between the MTDS and the Budget Policy

Statement (BPS) regarding the proposed financing of the Kshs. 831 billion fiscal

deficits for FY 2025126. The BPS indicated that net extemal financing would

amount to Ksh. 146.8 billion (0.8% of GDP), while net domestic financing was set

at Ksh. 684.2 billion (3.6% of GDP). This financing mix meant that 82oh of the

deficit would be covered through domestic borrowing, while only l8% would come

from external sources, directly contradicting the MTDS proposal of a 65%o domestic

and 3 SYo external borrowing structure.

b) The OAG expressed concerns regarding the cost of domestic borrowing, which had

been a longstanding issue over the past three years. In FY 2023/24, interest

payments on domestic borrowings amounted to Kshs. 533.7 billion, accounting for

70Yo of total interest payments, while interest on extemal debt was Ksh. 218.6

billion (30%).
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d) The OAG further wamed that the ability of both national and county governments

to achieve their strategic priorities and policy goals in the upcoming financial year

and the medium term might be jeopardized by borrowing strategies that failed to

adequately consider the trade-off between macroeconomic stability and sustainable

debt levels. A failure to align debt strategies with macroeconomic realities could

exacerbate debt vulnerabilities, increase borrowing costs, and weaken fiscal

sustainabiliry over the long term.

2.9Okoa Uchumi

46. Okoa Uchumi submitted as follows-

a) Okoa Uchumi observed that Kenya's public debrto-GDP ratio had reached 65.7%

as of June 2024, far exceeding the 55oh target. They noted that the government

had increased the fiscal deficit projection from 3.9%o to 4.3o/o of GDP in the

Budget Policy Statement (BPS), a figure that contradicted the MTDS projection

of 57 .8Yo debt-to-GDP ratio, while the BPS had projected 63.6%.

b) The coalition proposed reduction of the FY 2025126 budget to Ksh. 3.28 trillion

(excluding Ksh. 63.6 billion in grants, which they deemed unreliable due to

shifting donor priorities such as USAID cuts and potential EU restrictions). They

also proposed realistic revenue projections of Ksh. 2.73 trillion, lower than the

government's estimate of Ksh. 2.83 trillion, to prevent unnecessary deficit

expansion.

c) Okoa Uchumi warned that if current borrowing trends continued, the fiscal

deficit could reach Ksh. I .13 trillion due to inflated expenditure estimates. They

urged the govemment to implement serious fiscal consolidation measures and

avoid overambitious borrowing to stabilize the economy.
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c) Despite domestic debt making up 51% (Ksh, 5.41 trillion) of the total public debt of

Kshs. 10.582 trillion, its cost is more than twice that of external borrowing. The high

cost of domestic borrowing continued to place significant fiscal pressure on the

govemment, increasing the debt-servicing burden and limiting fiscal space for

development expenditures.



d) Regarding public debt and borrowing strategy, Okoa Uchumi noted that the

MTDS 2025 proposed a financing mix of 65% domestic and 35%o external

borrowing, while the BPS suggested sourcing 75Yo of new debt from domestic

markets. The coalition strongly opposed this strategy, arguing that excessive

domestic borrowing had led to higher interest rates, discouraged private sector

investment, and increased the cost of credit. They recommended that Parliament

develop a debt retirement strategy to reduce reliance on Treasury bonds and bills,

which had become costly. Additionally, they urged the government to lower

interbank rates to single digits to encourage private sector lending instead of

banks prioritizing government securities.

e) Okoa Uchumi highlighted that interest payments had increased from 5.2oh of

GDP in 2023 to 5.4Yoin2024 due to high domestic debt costs. They pointed out

that while the MTDS projected a decline to 4.6Yo, the BPS projected an increase

to 5.9Yo, raising concerns about inconsistencies in fiscal planning. The coalition

cautioned that unrealistic revenue projections, combined with reduced donor

funding, would exacerbate fiscal pressures, forcing the govemment to borrow

more at high interest rates.

f) They urged Parliament to align interest payment projections across the BPS,

Budget Review and Outlook Paper (BROP), and MTDS to ensure consistency.

They also called for a clear strategy to reduce the interest rate burden and avoid

unnecessary debt accumulation.

g) Okoa Uchumi criticized the removal of a provision advocating for an

independent Public Debt Management Office (PDMO) from the final MTDS

2025 document, noting that references to it had been replaced with the National

Treasury. They viewed this as an attempt to weaken debt oversight and urged

Parliament to reinstate the recommendation for PDMO independence.

Additionally, they proposed establishing a fully autonomous PDMO through

constitutional reforms to shield debt management from political influence.
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h) Okoa Uchumi further pointcd out that the draft MTDS had included measures

for monitoring guaranteed debt and contingent liabilities from State-Owned

Enterprises (SOEs). However, they noted that this section had been removed

from the final document, raising concerns about transparency and accountability

in Kenya's debt management.

i) They urged Parliament to reinstate provisions on SOE debt oversight to prevent

mismanagement and ensure that public guarantees were properly monitored.

Given that SOE debt often became a liability for taxpayers, they called for

greater scrutiny of fiscal commitments made on behalf of these enterprises.
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CHAPTER THREE

COMMITTEE OBSERVATIONS AND FINDINGS

47. Arising from the consideration of 2025 MTDS and submissions from the stakeholders,

the Committee made the following observations-

a) The financing strategy for FY 2025126, as outlined in the 2025 MTDS, consists

of a gross borrowing distribution of 75Yo domestic and25Yo external financing,

with a net borrowing structure of 65% domestic and35Yo external. This indicates

a continued reliance on domestic borrowing as the primary source of funding in

the medium term.

b) Following the preferred strategy of increased domestic borrowing, the domestic

debt portfolio is expected to expand further. Notably, domestic debt carries

higher costs and risks compared to extemal debt, primarily due to shorter

repayment periods and higher interest rates.

c) The 2025 MTDS seeks to expand funding sources by exploring innovative

instruments such as debt swaps, diaspora bonds, sustainability-linked bonds, and

Environmental, Social, and Governance (ESG) debt instruments to finance the

budget deficit and manage public debt. However, the proposed instruments have

intrinsic costs and risks that need to be carefully evaluated.

d) The continued reliance on costly commercial financing to bridge the fiscal deficit

risks exacerbating debt accumulation. To curb the rising public debt and its

associated costs and risks, it is crucial to explore alternative non-debt financing

options for government expenditures.
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e) As of June2024, public debt stood at Ksh.l0.58 trillion, with a Present Value

(PV) debt-to-GDP ratio of 63%o, exceeding the 55%o (+5%) threshold set in the

PFM Act, which is expected to be attainedby 2028. Achieving this target will

require strict fiscal discipline and the adoption of well-structured consolidation

3sI

measures.



g) The composition of domestic debt holders is becoming increasingly diverse, with

broader access to govemment securities driven by initiatives from the Central

Bank of Kenya, such as the DhowCSD platform. This shift is reflected in the

decline of banking institutions' share of domestic debt holdings from 55% in June

2023 to 47%inJ:une2024. The diversification helps minimize concentration risk,

enhancing the resilience and stability of government debt markets.

i) All Liquidity Debt Sustainability Analysis (DSA) thresholds have been breached

MTDS indicates that liquidity risks will persist until2027. This constrained fiscal

space will limit the government's capacity to finance priority programs while

increasing its exposure to macroeconomic and fiscal shocks.

j) Kenya's debt register remains partially automated and is not integrated with the

IFMIS payment system. Notably, there is reliance on parallel manual processes

which limits opcrational effi ciency.

k) The 2025 Medium-Term Debt Management Strategy (MTDS) proposes a

borrowing strategy with25yo gross borrowing from extemal sources andT5Yo

from domestic sources, while net borrowing for fiscal deficits is structured at 65yo

from domestic sources and 35Yo from extemal sources. However, the Budget
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f) The current stock of public and publicly guaranteed debt stands at Ksh. 11.02

trillion, equivalent to 65.7Yo of GDP as at end of January 2025, reflecting an

increase from Ksh. 10.58 trillion (65.7% of GDP) in June 2024. The debt

comprises a mix of domestic and external borrowing, with domestic debt

amounting to Ksh. 5.93 trillion and extemal debt standing at Ksh. 5.09 trillion.

h) Debt service (interest and redemptions) is projected to reach Ksh.l.87 trillion in

FY 2024125 and rise turther toKsh.2.47 trillion by FY 2026127, primarily driven

by domestic debt servicing and interest payments. Over the medium term, debt

service will continue to account for more than 60oh of total revenue. A high debt

service-to-revenue ratio indicates a significant reduction in resources available

for critical development and recurrent expenditures, as debt servicing takes

priority as the first charge from the Consolidated Fund.
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Policy Statement proposes a different approach, with82% from domestic sources

and 18% from external sources, highlighting a misalignment in financing

proposals.

l) The Medium-Term Debt Strategy (MTDS) 2025 proposes the centralization of

trade through a single Trade Repository platform to enhance post-trade

transparency and improve price discovery.

m) The effectiveness of the Central Bank Rate (CBR) in transmitting monetary

policy remains a concem due to delayed adjustments by commercial banks,

indicating a lag in monetary policy transmission. The slow responsiveness

undermines the intended impact of monetary policy interventions.

n) Between January and November 2024, Kenya experienced a significant decline

in private sector credit growth, with growth contracting to l.lYo year-on-year in

November, according to the Central Bank of Kenya (CBK). The lowest point was

recorded in September 2024 at0.4Yo, marking the weakest level of private sector

credit growth since 2002. The slowdown was primarily attributed to the rise in

Non-Performing Loans (NPLs), which peake d at I 6.5Yo in Septembe r 2024. The

Committee further noted that a key driver of the ballooning NPLs is the issue of

pending bills by both National and county governments, which remains a major

concern affecting private sector credit growth.

o) Domestic interest rates are declining, supported by a stable exchange rate,

requiring banks to lower/adjust their lending rates. This is expected to have a

positive impact to the private sector credit growth.
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CHAPTER FOUR

RECOMMENDATIONS

48. Arising from the observations made above, the Committee recommends the fbllowing-

3.0 Non-Financial Recommendations

a) Noting that PV to GDP threshold has been breached and compliance is required by

2028, the National Treasury should publish and submit quarterly reports to

Parliament for monitoring of compliance. These reports should provide a detailed

debt stock analysis, key debt sustainability indicators, mitigation strategies, and

updates on new borrowing and compliance plans. Additionally, they should

highlight potential risks, such as exchange rate fluctuations and rising interest rates,

along with measures to address them.

b) That, the National Treasury, should fully automate the withdrawal of debt service

payments from the Consolidated Fund by May 31,2025. Additionally, they should

submit a comprehensive interagency (National Treasury, CBK and CoB) report to

Parliament within l5 days after the deadline to provide updates on implementation

progress and outline specific accountability measures taken.

c) That, to enhance financial oversight, ensure precise and timely public financial data,

and improve 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 May 31,2025. Additionally,

a report on the implementation status should be submifted to the Parliament within

l5 days of completion after integration.

d) That, to reduce domestic borrowing costs, including those from short-term loans

and overdraft facilities, National Treasury should efficiently access, consolidate,

and utilize idle bank balances and Appropriation-in- Aid resources held by MDAs

to meet short-term exchequer needs. To curb the rising domestic debt interest

payments and minimize the government's reliance on borrowing funds already held

by public entities, the National Treasury should expedite the full implementation of
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the Treasury Single Account (TSA) for all MDAs, parastatals, and public funds by

July 1,2025.

e) That, to strengthen oversight and ensure greater transparency and accountability in

the management of rising domestic borrowing, the National Treasury should, within

60 days-

i. Establish a working committee to develop criteria for evaluating the

effective utilization of borrowed funds by MDAs and create a government

securities register in accordance with section 55 of the PFM Act; and

ii. Ensure that the debt register contains detailed information on the utilization

of borrowed funds, including a comprehensive list of projects financed

through the proceeds ofinfrastructure bonds.

g) The National Treasury should carefully assess the newly proposed innovative

financing instruments such as debt swaps, diaspora bonds, sustainability-linked

bonds, and Environmental, Social, and Governance (ESG) debt instruments to

minimize costs and associated risks. Further, ensure thorough evaluation of their

financial implications, contractual terms and explore possible hedging options

available.

h) That, the National Treasury should ensure coherence between borrowing strategies

in the MTDS and the BPS which is crucial in improving the predictability of

medium-term financing needs and strengthening debt management. Aligning these

strategies will enhance budget execution and contribute to the long-term

sustainability of public debt.

3el
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f) That, to enhance oversight and accountability in public debt management. the

National Treasury, in collaboration with the Central Bank of Kenya and the

Controller of Budget, should establish an inter-agency committee to review the

public debt procurement process and assess debt utilization. The committee should

submit a report to the Parliament by 3 l"t May 2025.



i) To mitigate the impact of high debt service costs, the National Treasury should

ensure efficient resource utilization, prioritize investments in high-impact sectors,

and enhance the timely implementation of projects and programs.

j) The implementation of the proposed Trade Repository system should be aligned

with the existing mandates of both the Central Bank of Kenya (CBK) and the Capital

Markets Authority (CMA) to promote well-functioning markets. Additionally, the

regulators should ensure the development of a transparent, liquid, and efficient

secondary market.

k) The Central Bank should review and propose measures to enhance the effectiveness

of the CBR by considering global best practices. These measures should include

clear interest rate pass-through frameworks, enhanced financial sector supervision,

and forward guidance policies to ensure seamless transmission of monetary policy

to lending rates and economic activity. The Central Bank should submit a report to

Parliament on this matter within 60 days, detailing proposed reforms and a time-

bound implementation framework to improve monetary policy transmission and

ensure financial sector responsiveness.

l) The Central Bank should submit to Parliament within 60 days after the approval of

this report, a report detailing the proportion of Non-Performing Loans (NPLs)

attributed to public sector pending bills.

3.1 Financial Recommendations

a) That, the fiscal deficit target for the medium term be approved at 4.60/o of GDP for

the FY 2025126:3.8% of GDP for FY 2026127 and3.5Yo of GDP for FY 2027128,

in line with the fiscal consolidation path; and

b) That, the borrowing strategy be approved at 35%o for net external borrowing and 650/o

for net domestic borrowing as contained in the 2025 Medium Term Debt

Management Strategy.
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praycr, and a round ofintroduction.
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'l'hc agcnda was adoptcd aftcr bcing proposcd by Scn. Mariam Shcikh. MI', and sccondcd

by Scn. Shakila Abdalla Mohamcd, MP, as listcd bclow-

l. Praycr;

2. Introduction;

3. Adoption olthe Agcnda;

4. ConfirmationofMinutcsof 181'1, 182nd, 183"1, 184th, 188'h. 189'h, 190'h, 191Itt. 192''l

and 193'd Sittings;

5. Mattcrs arising from thc minutcs of thc prcvious sitting;

6. I{csumption of considcration and adoption of thc rcport on thc Mcdium-l'crm I)cbt

Managcmcnt StratcgY,'

7. Considcration and adoption of the rcport on2025 lludgct Policy Statcmcnt;

8. Any Othcr Busincss; and

9. Adjournmcnt and Datc olthc Ncxt Mccting

MIN/SEN/S cF&I]/l t2512025 CONFIITMA'I'ION OT- MINUTI]S OF' 1'III]

PREVIOUS SIl"I'IN(;

a) 'l'hc Minutcs of Ilundrcd and lrighty-Ninth (189rh) mccting hcld on Monday, l0'r'

March, 2025 at9:00 a.m. wcrc confirmcd as a truc rccord of thc procccdings of thc

Committcc having bccn proposcd by Scn. Shakila Abdalla Mohamcd, MI), and

sccondcd by Scn. Mariam Shcikh, MI'.

b) 'l'hc Minutcs of I Iundrcd and Nincticth ( 190rh) mccting hcld on Monday. l0'r' March.

2025 at 2:00 p.m. wcrc confirmcd as a truc rccord o[ thc procccdings ol' thc

Commilcc having bccn proposcd by Scn. Mariam Shcikh, MP. and sccondcd by

Scn. Shakila Abdalla Mohamcd, MP.

c) 'l'hc Minulcs ol Ilundrcd and Nincty-|irst (l9l't) mccting hcld on Monday. lOtr'

March, 2025 al4:30 p.m. wcre confirmcd as a truc rccord of thc procccdings olthc

Committce having bccn proposcd by Scn. Shakila Abdalla Mohamcd, MI), and

scconded by Scn. Mariam Shcikh, MI'}.

d) 'l'hc Minutcs of Ilundrcd and Nincticth (192''r) mccting hcld on 'l'ucsday, I ltr'

March, 2025 al9:00 a.m. wcrc confirmcd as a truc rccord of thc procccdings olthc

Committcc having bccn proposcd by Scn. Mariam Shcikh. MP, and sccondcd by

Scn. Shakila Abdalla Mohamcd, MP.

c) 'l'hc Minutcs of I lundrcd and Nincty-'l'hird ( 193'd) mccting hcld on 'l'ucsday, I ltr'

March. 2025 at I1:30 a.m. wcrc confirmcd as a truc rccord olthc procccdings ol'thc

Committcc having bccn proposcd by Scn. Shakila Abdalla Mohamcd, MP, and

scconded by Scn. Mariam Shcikh, MI'.

MATTERS ARSIN(; F'II.OM MINUTT]S OI.'TIIE
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Lx...Mi.{'/!r.c-n/.:C[*-Blll.?.!,/?.0..25..-A.qv.-Q!.hcr..Bu-tinsrs.

'l'hc Contmittcc was informcd that National 'l'rcasury and Ilconomic Planning submittcd

writtcn submissions on thc 2025 lludgct I'olicy Statcmcnt (llPS) and thc 2025 Mcdium-

'l'crm I)cbt Managcrncnt Stratcgy (M'l'l)S) altcr Iailing to appcar bcforc thc Committcc to

providc clarillcation on thc issucs that had bccn idcntificd as wcll as thosc raiscd by

stakchol6crs during public participation' 'l'hc Committcc notcd that writtcn submissions

cannot providc clarifications mattcrs that Committcc may raisc or raiscd by stakcholdcrs

lrollowing dclibcrations, it was rcsolvcd that thc submissions wcrc not admissiblc and that

Cabinct Sccrctary should appcar bclbrc thc Committcc. as carlicr rcsolvcd and providc

infbrmation rccluircd.

MIN /s l.t N/sc F'& ll I I I 21 I 2025 RI]SUMPI-ION O F CONSII) ERATION OT- TIII]
DRAFT ItFll,olt'l' oN MEDIUM-TERM t)Ell'l'
MANA(;I.]M 1]N1'STRATEGY

'l'hc Committcc rcsumcd considcration ol thc rcport on thc 2025 Mcdium 'l'crm I)cbt

Managcntcnt Stratcgy. 'l'hc Committcc also notcd thc nccd to makc an obscrvation otr thc

lowcrcd Conlral llank ltatc (CBK) and thc intcrcst ratc chargcd by commcrcial banks'

ADOPTION OF TIIE DITAFT REPORT ON

MEDIUM-TERM I)F]BT MAN AGEMEN't
S'I'ITATEGY

I Iaving consi6crcd thc rcport on thc 2025 M'fl)S. thc Committcc unanimously adoptcd thc

rcport having bccn proposcd by Scn. Shakila Abdalla Mohamcd. MP' and sccondcd by

Scn. lrddy Okctch (]ichcru. MI'}. with thc lbltowing financial rccommcndations-

a) 'l'hat. thc hscal dclicit targct forthc mcdiurn tcrm bc approvcd at4.6Yo of (il)l'for

thc liY 2025126:3.8% of (iDP lor IiY 2026127 and3.5o/o of GDP for |Y 20271211,

in linc with thc llscal consolidation path; and

b) 'l'hat. thc borrowing stratcgy bc approvcd at 35yo lor nct cxtcrnal borrowing and

65oh l-<tr nct domcstic borrowing as containcd in thc 2025 Mcdium 'l'crm l)cb1

Managcmcnt StratcgY

/s I.l N/sc F & ll I I I 29 12025 CONSIDERAT ION OF THE REI'ORT ON THEMIN
2025 BUDGE'I'PO t,t CY STATEMF]NT

'l'hc Committcc considcrcd thc rcport on thc 2025 Iludgc I'olicy Statcmcnt' 'l'hc rcport

compriscd ol' thc lbllorving: ovcrvicw ol' thc 2025 IIPS (macroeconomic and fiscal

liamcwork). submission liom various stakcholdcrs, submissions by Standing Committccs'

submissions lrom conslitutional Commissions and Indcpcndcnt Officcs, obscrvations and

rccommcndations.
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AI).IORNMT]N'I' A Nt) 'l'llE l)ATE OI.'TIIE NI]X'I'

l'hc mccting adjourncd at 9:30 a.m. Ncxt mccting will bc hcld on'lhursday, l3'h March

2025 at 9.00 a.m

SIGNATURE: I)Ar tr : ! 2l ! . Ll s.rs !r.,.2 !!.?.5.

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP

(cHAIRPERSON)
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M I N/S r..N/SCF& B/l I 30 12025 ADOPTION OF TI{E REPORT ON TTII] 2025

BUDGET POLICY STATEMENT

Ilaving considcrccl thc report on thc 2025 IIPS, thc Committcc unanimously adoptcd thc

rcport having bccn proposcd by Scn. Mohamcd l;aki Mwinyihaji' CIIS, MP' and sccondcd

by Scn. Mariam Shcikh, MP, with thc following rccommcndations-

a) 'l'hat cquitablc share bc distributcd as follows-

i) 'l'hat thc national govcrnmantrs cquitablc sharc for l:Y 2025126 bc Ksh.

2,359,449,965,860.

ii) 'l'hat rhc county cquitablc sharc lor ltY 2025126 bc Ksh.465,001,459,673.

b) 'l'hat thc lrqualisation Fund bc allocatcd Ksh. 10,589,554,076'

c) 'l'har Additional Allocations to countics bc Ksh.69,802,409,624 billion.

d) pollowing rcccipt of rcqucsts for additional funding from thc Constitutional

Commissions and Indcpcnclcnt olficcs amounting to Ksh.43.72 billion lbr various

unlundcd and undcrfundcd nccds. thc Committcc rccommcnds that thc National

'l'rcasury should considcr an cxtra allocation of Ksh.2.4 billion to catcr for critical

cxpcnditurc nceds within thc IrY 2025126
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7. Ms

8. Ms.

9. Mr.

10. Ms.

1l.Mr.
l2.Mr.

Christopher Gitonga

Beverlyne Chivadika
Lucy Radoli

Solomon Alubala

Kiminza Kioko
Constant Wamayuyi

Hamun Mohamud

Rose Ometere

James Ngusya

Angelica Wangeci

Stanley Gekore

Enock Chelal

t sr$

UlNUtnS Op gUNnROn nNO NtNBty-SBCONn (tgZxo) UBnttXC On tUn
SENATE STANDING COMMITTEE ON FINANCE AND BUDGET HELD ON
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PRESENT

IN ATTENDANCE
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l. FCPA (Dr.) Margaret Nyakang'o, CBS

2. CPA Jacinta Masila

3. CPA (Dr.) Charles Njoroge

4. CPA Theodora Ochichi

5. Dr. Brian Mutie

Controller of Budget (CoB)

Director, Corporate Services

Chief Fiscal Analyst

Chief Fiscal Analyst/ PA to CoB

Director Legal Services

The Chairperson called the meeting to order at 9.30 a.m. This was followed by a word of
prayer from Sen. (Dr.) Boni Khalwale, CBS, MP, and a round of introduction.

M IN/SEN/S CF &BI I I I 4 / 202 4 ADPOTION OF THE AGENDA

The agenda was adopted with amendments after being proposed by Sen. Mohamed Faki

Mwinyihaji, CBS, MP, and seconded by Sen. Eddy Oketch Gicheru, MP, as listed below-

l. Prayer;

2. Introduction;

3. Adoption of the Agenda;

4. Confirmation of Minutes of l8l't, l82nd, 183'd, l84th'l85th, 186, 187h and l88m

Sittings;

5. Matters arising from the minutes of the previous sitting;

6. Meeting with the Cabinet Secretary for National Treasury and Economic Planning

to deliberate on the 2025 Budget Policy Statement and Medium-Term Debt

Management Strategy- (Committee Paper No. I 278)

7. Consideration of the draft report on Medium-Term Debt Management Strategy

8. Meeting with the Controller of Budget, Ethics Anti-Corruption Commission and the

Commission on Administrative Justice to deliberate on the 2025 Budget Policy

Statement and Medium-Term Debt Management Strategy- (Committee Paper

No.l27C)

9. Any Other Business; and

10. Adjournment and Date of the Next Meeting.

CONFIRMATION OF MINUTES OF THE
PREVIOUS SITTINGS

a) The Minutes of Hundred and Eighty-Fifth (l85th) meeting held on Tuesday,25h

February, 2025 at 9:00 a.m. were confirmed as a true record of the proceedings of
the Committee having been proposed by Sen. Esther Okenyuri, MP, and seconded

by Sen. Eddy Oketch Gicheru, MP.

b) The Minutes of Hundred and Eighty-Sixth (l86th) meeting held on Tuesday,4th

March, 2025 at 9:00 a.m. were confirmed as a true record of the proceedings of the

MIN/SEN/SCF&B/1I13/2025 PRELIMINARIES
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Committee having been proposed by Sen. Shakila Abdalla Mohamed, MP, and

seconded by Sen. Mariam Sheikh, MP.

c) The Minutes of Hundred and Eighty-Seventh (187m) meeting held on Thursday,6ft

March, 2025 at 9:00 a.m. were confirmed as a true record of the proceedings of the

Committee having been proposed by Sen. (Dr.) Boni Khalwale, CBS, MP, and

seconded by Sen. Esther Okenyuri, MP.

MIN/SEN/SCF&B/1 11612025 MEETING WITH THE CABINET SECRETARY

FOR NATIONAL TREASURY AND ECONOMIC

PLANNING TO DELIBERATE ON THE 2025 BPS

AND MTDS

The Committee noted with concem that, despite the strict timeline provided for Parliament

to process BPS and MTDS, the Committee invited the National Treasury to a meeting to

deliberate on this budget documents on Thursday,6th March, 2025,however, the Cabinet

Secretary failed to appear. Afterwards, following CS request for rescheduling, and after

consultations, the Committee resolved the meeting be held on Tuesday, I 16 March, 2025.

The CS did not appear nor send his representatives to this second meeting.

The Committee expressed displeasure with the action of the CS and resolved to issue a re-

invitation to a meeting scheduled Tuesday, 18th March, 2025.The CS will be expected to

appear and substantiate the failure to appear for deliberations on matters which are time

bound and critical to budget and funding of govemment entities.

MIN/SEN/SCF&B/1 II7 /2025 CONSIDERATION OFTH E DRAFT REPORT ON

MEDIUM.TERM DEBT MANAGEMENT
STRATEGY

The Committee considered Chapter One (overview) of the 2025 report of the Medium-

Term Debt Management. The Chapter entailed the legal underpinnings, macro-economic

assumptions, the proposed borrowing strategy, sources of funding, stock of public debt,

debt service and risks to debt sustainability indicators.

Noting that the stakeholders had arrived, after consideration of chapter one, thc Committee

resolved to proceed with Agenda item 7 and resume consideration of the report in the

subsequent meeting.

MIN/SEN/SCF&B/1118/2025 MEETING WITH THE CONTROLLER OF

BUDGET TO DELIBERATE ON THE 2025 BPS

ANDMTDS- GOMMITTEE PAPER NO.I27B)
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Upon invitation, the Controller of Budget submitted the following on the 2025 BPS-

a) During the FY 2025/26 budget preparation, the OCOB tabled a budget of Kshs1.6

billion to the Public Administration and International Relations (PAIR) sector. The

figure was subsequently revised downwards to Kshs.777.5 million as per the 2025

Budget Policy Statement.

b) A summary of the Budget for the period from July to 3l't December,2024 indicated

that out of the approved budget of Kshs.704,251,879, the Office had utilized
Kshs.245,213,813. Out of Kshs.12,046,896 for domestic travel, the Office had

utilized Kshs. I 0,030,7 00 (83%).

c) Budget utilization is usually high in the third and fourth quarter after the office had

accumulated enough resources.

d) Procurement process was ongoing for most of the budget items.

e) The main programme undertaken by the Office is control and management of public

finances with the following sub-programmes-

i. Authorization of withdrawal from public Funds

ii. Budget implementation and Monitoring
iii. General Administration Planning and Support Services

iv. Research and Development

0 Key policies underlying the expenditure ceilings in the 2025 BPS included-

i. Policy on management of pending bills
ii. Policy on management of public sector wage bill
iii. Policy on implementation of Development projects.

g) The Controller of Budget requested for approval of additional funding of Kshs.579.3

million in the FY 202512026 to be expended on the following-
i. Personal emoluments-Kshs.l82.8 million
ii. Publishing and printing services-Kshs.52.9 million
iii. MonitoringandEvaluation-Kshs.75.8 million
iv. Public sensitizationrole-Kshs.6l.l million
v. Rendering of advisories, litigations, mediation to various state organs-

Kshs.15.4 million
vi. Public participation on the amendments to CoB Act, 2016 and development

of CoB regulations-Kshs. I 02 million
vii. Automation of CoB Management Information System and exchequer

requisitions-Kshs.50 million
viii. Periodic capacity building-24 million
ix. Foreigntravel-Kshs.l5.3 million.

4

The Committee observed the following-



a) The Office of the CoB is understaffed, and officers leave due to poor remuneration.

There is only one officer aftached to each County which impacts performance on

oversight, monitoring and evaluation.

b) The OCOB was engaging the Salaries and Remuneration Commission on review of
remuneration and re-evaluation of job grades to improve retention of skilled

employees since there was high turnover of staff.

c) The Office of the Controller of Budget has not been allocated any funds towards-

i. automation of systems and deployment of the CoB Management Information

System to reduce tumaround time on the exchequer approval and reporting.

ii. Foreign travel for benchmarking on global best practices;

iii. Capacity building through specialized training to staffs from MDAs and

county governments.

d) Public sensitization on budget implementation, research and publication of quarterly

popular versions of the national and county govemments Budget lmplementation

cannot be undertaken as a result of the lack of funding or budgetary constraint.

e) Monitoring and evaluation on budget implementation were conducted in l4 counties

in the second quarter of the FY 202412025. The counties included: Turkana,

Baringo, Makueni, Machakos, Bomet, Kitui, Lamu, West Pokot, Tana River,

Mandera, Wajir, Garissa, Kajiado and Narok.

Following deliberations, the Committee resolved as follows Controller of Budget to-

a) prepare and submit written submissions on the 2025 Medium Term Debt

Management Strategy;

b) prepare and submit a report on the extent of usage of CoB Information Management

System (system for withdrawal of public funds) by government agencies, challenges

and recommendations to the Senate.

M IN/SEN/S CF &B I I I 19 I 2025 ADJORNMENT AND THE DATE OF THE NEXT
MEETING

The meeting adjourned at 11.30 a.m. Next meeting will be held on llth March 2025 at

I 1.40 a.m

SIGNATURE: DAT E : .1.?.1 !. M s.r p h.,. 2 0.?.!.

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP
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The Chairperson called the meeting to order at4.30 p.m. This was followed by a word of prayer,

and a round of introduction.

M I N/SEN/SCF& B/I IO9 12025 ADPOTION OF THE AGENDA

The agenda was adopted after being proposed by Sen. Mohamed Faki Mwinyihaji, CBS, MP,

and seconded by Sen. (Dr.) Boni Khalwale, CBS, MP, as listed below-
1. Prayer;

2. Introduction;

3. Adoption of the Agenda;

4. Resumption- Meeting with constitutional commissions and independent offices to

deliberate on the 2025 Budget Policy Statement (BPS) and Medium-Term Debt

Management Strategy (MTDS)- (Committee Paper No.l27C);

5. Any Other Business; and

6. Adjoumment and Date of the Next Meeting.

MIN/SEN/SCF&B/IIIOI2O25 MEETING WITH CONSTITUTIONAL
COMMISSION AND INDEPENDENT OFFICES TO

DELIBERATE ON THE 2025 BUDGET POLICY
STATEMENT AND MEDIUM-TERM DEBT
MANAGEMENT STRATEGY rcOMMITTEE PAPER

NO. t27C)

The Commission on Revenue Allocat ion (CRA)

After Chairpersons remarks, and upon invitation, the Commission submitted as follows

conceming 2025 BPS-

a) The Commission outlined their budget priorities for the 202512026 financial year

and the medium term, emphasizing the preparation of recommendations on revenue

sharing. They plan to develop proposals for the equitable division of revenue

between the national and county governments for the financial years 202512026 to

2027 12028. These recommendations are required to be submitted at least six

months before the beginning of the financialyear in accordance with Section 190

of the Public Finance Management Act (PFMA),2012.

b) The CRA's activities include stakeholder engagement with the public, civil society,

the National Treasury, and county governments to ensure the adoption of a fair

revenue-sharing formula.

c) The commission also plans to finalize and disseminate the Fourth Basis for

revenue-sharing among counties, which would be used for five financial years liom

202512026 to 202912030. This process requires consultations with the Senate and

National Assembly, publication olthe approved formula, and the preparation of a

simplified version for public understanding.

MIN/SEN/SCF-&B/IIO8/2025 PRELIMINARIES
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d) Additionally, the CRA sought to assess the impact of devolution on service delivery

by collecting data from all 47 counties to evaluate how resources had been utilized

in key sectors such as health, agriculture, water, roads, education, and urban

services.

e) Another priority area is the development of a framework for financing cities and

urban areas. More than a decade after devolution, counties are yet to adopt an

objective approach for funding urban centers. The CRA plans to guide county

governments in developing financial allocation criteria in line with Section 173 of
the PFM Act. The Commission also aims to strengthen prudent financial

management by setting recurrent expenditure ceilings for counties, reviewing

county financial documents, and enhancing transparency through an online portal

for budget reporting.

f) In addition, the CRA plans to promote fiscal responsibility by developing a ranking

system to assess county govemments' financial management performance. They

plan to implement a market-based county borrowing framework to help counties

access alternative financing sources while ensuring compliance with borrowing

regulations. The Commission also aims to enhance county own-source revenue

(OSR) by developing revenue forecasting models, supporting revenue collection

efforts, and facilitating the adoption of an integrated county revenue management

system.

g) Furthermore, the cRA will introduce a policy and model bill for county

entertainment tax as an additional revenue stream.

h) The Commission highlighted the need to support revenue enhancement from

natural resources. That they intend to conduct studies on potential revenue sources

from natural resource exploitation and develop frameworks for benefit-sharing

between the national and county govemments. Moreover, the CRA plans to prepare

a third policy for identifying marginalized areas eligible for the Equalization Fund,

reviewing past policies and conducting assessments to improve the effectiveness

ofthe fund.

i) The Commission has also prioritized strengthening its institutional resilience by

investing in cybersecurity, disaster recovery planning, and digital transformation

initiatives. They sought funding to modemize its ICT infrastructure, improve data

security, and implement a robust records management system. Additionally, the

CRA plans to expand public awareness on its mandate through education

campaigns targeting citizens and policymakers.

j) For the 202512026 financial year, the CRA had requested Ksh. 1.1 I billion but was

allocated only Ksh. 409 million, leaving a budget shortfall of Ksh. 701,9 million.

k) The Commission identified several unfunded priorities, including stakeholder

consultations on revenue-sharing, assessments of county financial management,

and revenue enhancement initiatives. That they also face funding gaps in personnel
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emoluments, ICT infrastructure, operations and maintenance, and capital

expenditures.

l) The CRA therefore requested an additional Ksh. 702 million to bridge the funding

gap and enable it to execute its mandate effectively. The Commission emphasized

that its recommendations played a crucial role in shaping public finance policies at

both the national and county levels. Without adequate funding, they warned the

commission's ability to provide informed guidance on revenue allocation and fiscal

responsibility would significantly be undermined

The Committee appreciated the Commission for appearing and contribution into the deliberations

on the BPS.

The National Gender and Eoualitv Commission (NGEC)

After Chairpersons remarks, and upon invitation, the CEO and his team submitted as follows

conceming 2025 BPS-

a) The commission reported that they had been allocated Ksh.476.7 million for FY

2025/26, which was significantly lower than its requested Ksh. I billion, leaving a

Ksh. 523 million shortfalls. They explained that the allocated budget would not be

sufficient to effectively implement the commission's strategic objectives, which had

been outlined in its 2025-2029 Strategic Plan. To bridge the funding gap, the

commission requested an additional Ksh. 595 million, detailing specific areas that

required immediate intervention.

b) That underfunding would hinder the commission's ability to address pressing issues

such as gender-based violence (GBV), femicide, social inclusion, and equitable

representation in governance.

c) The commission highlighted three critical areas requiring urgent financial support;

Ksh. 175 million to combat GBV and femicide, Ksh.76 million to establish four

new regional offices in Westem, Central, North Rift, and Lower Coast regions and

Ksh. 85 million to align staff salaries and Ksh. 36 million to hire additional

personnel.

d) Additionally, the commission stated that they have 107 staff members, which is only

54%o of the approved establishment of 197, thus limiting their operational efficiency.

They also requested an additional Ksh. 100 million to establish a staff mortgage and

car loan scheme, arguing that improved staff welfare would enhance motivation and

service delivery.

e) The commission further provided a status update on the implementation of the FY

2024125 budget as of 3 I st December 2024. They reported that they had spent Ksh.

291.2 million out of the Ksh. 636.5 million allocated, reflecting an absorption rate

of 460/o. That by I 7th February 2025, the total expenditure had risen to Ksh. 3 50. I

million, increasing the absorption rate to 55%o.
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0 That key achievements included handling 3,064 public complaints, out of which

1,468 cases were resolved; determining 99 access to information applications; and

engaging 3.5 million people through awareness campaigns. Additionally, the

commission had expanded its services by opening a new branch office in Makueni

County and had trained 370 government agencies and counties on complaint

resolution under the public sector performance contracting framework.

g) The commission highlighted several challenges that had hindered its progress. They

cited budgetary constraints as the most significant issue, noting that inadequate

funding had overstretched its staffing capacity and limited outreach programs. It

also reported challenges in accessing funds for advertising, which had affected its

ability to conduct public education and awareness campaigns.

h) Additionally, that outdated ICT infrastructure had slowed down the automation of
complaints handling, and manual record management in public institutions had

hindered the efficient retrieval of information. The commission further noted that

pending bills amounting to Ksh. 3.1 million from the 2023124 financial year had

placed additional strain on its current budget.

i) To address these challenges, the commission urged Parliament to increase their

budget allocation by Ksh. 595 million to ensure the effective implementation of
gender equality programs. They called for enhanced ICT funding to complete the

automation of its Complaint Management Information System (CMIS) and

modemize its service delivery.
j) They also emphasized the need for greater investment in public education and

awareness programs, particularly on GBV, access to justice, and economic

empowerrnent for marginalized groups. Furthermore, they recommended that

county governments should receive support in digitizing their record management

systems to improve information accessibility and response times'

k) The commission also outlined key performance targets linked to the 2025 Budget

Policy Statement as follows; increasing public engagement on gender equality

issues, strengthening compliance with gender inclusion policies, and enhancing

monitoring of affirmative action initiatives such as the Access to Government

Procurement Opportunities (AGPO) program.

l) Additionally, that they plan to conduct audits on gender representation in sports

federations, the tea and sacco sectorso and government employment policies to

ensure compliance with constitutional requirements

The Committee appreciated the Commission for appearing and contribution into the deliberations

on the BPS.

5

The Office of Auditor General (OAG)

After Chairpersons remarks, and upon invitation, the Deputy AG and his team submitted as

follows conceming 2025 BPS-
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a) Ihe OAG highlighted that despite its crucial role in ensuring accountability in the use

of public resources, they had been allocated Ksh. 8.65 billion, which fell short of its

estimated requirement of Ksh. 10.48 billion. This funding gap of Ksh. I .83 billion would

hinder critical operations, including personnel emoluments, audit-related travel,

acquisition of motor vehicles, and ICT infrastructure.

b) To address these challenges, the OAG appealed for an additional Ksh. 1.2 billion to

bridge the shortfall and enhance its operational capacity.

c) The OAG reported a significant increase in its audit universe over the past five years,

growing from 1,440 entities in2019/2020 to an estimated 12,800 in202412025.This

expansion was attributed to the inclusion of public secondary schools, TVET

institutions, level 4 and level 5 hospitals, and political parties. Despite the increased

workload, the Office's budgetary allocations had not kept pace, limiting its ability to

recruit additional staffand conduct thorough audits.

d) Furthermore, the OAG pointed out that they carried out specialized audits such as

performance audits, forensic audits, and public debt audits, often requested by

Parliament. However, resource constraints had made it difficult to complete these audits

efficiently, thus affecting the overall effectiveness of public financial oversight.

e) That a recent High Court ruling reinforced the requirement for the OAG to adhere strictly

to constitutional audit timelines. This ruling underscored the legal risk associated with

delayed audits, as reports issued outside the mandated period could be challenged. The

OAG, however, argued that compliance with these timelines was increasingly difficult

due to delays in financial statement submissions by public entities and inadequate

resources to handle the growing audit scope.

0 The Office had previously proposed an amendment to the Public Finance Management

Act (PFMA) to reduce the period allowed for public entities to submit their financial

statements from three months to one month. Howevcr, this proposal had not been

implemented, exacerbating the risk of non-compliance with constitutional deadlines.

g) The implementation of audit recommendations remained a persistent challenge due to

the absence of enforcement mechanisms. The OAG observed that despite making

numerous recommendations to improve accountability and efficiency in public financial

management, many of these suggestions were ignored. The lack of sanctions for non-

compliance had led to recurring audit queries, misallocation of funds, and fiscal

indiscipline. To address this issue, the OAG proposed amendments to the PFM Act that

would introduce penalties for non-implementation of audit recommendations, ensuring

greater accountabilify in public sector financial management.

h) The OAG also expressed concem over the lack of parliamentary action on performance

of audit reports. Although they had submitted 57 performance audit reports over the

years, only one had been discussed in Parliament. Performance audits play a critical role

in evaluating government programs' effectiveness, efficiency, and economic impact.

i) The failure to deliberate on these reports meant that valuable insights and

recommendations were not being utilized to improve service delivery and governance.



The OAG called on Parliament to prioritize the review of these reports to ensure their

findings contributed to national development and resource optimization.

j) That to strengthen its independence and operational efficiency, the OAG supports the

Public Audit (Amendment) Blll, 2023 which seeks to clarifu the Office's mandate,

enhance its autonomy, and establish the OAG Fund, which would provide financial

stability by reducing reliance on the National Treasury. Additionally, the OAG

advocated for a one-line budget system, which would allow it to manage its funds

independently without frequent approvals from the Treasury. This financial autonomy

is crucial in enabling the Office to respond swiftly to emerging audit needs and

parliamentary requests for special audits.

k) In an effort to diversi$ their funding sources, the OAG proposed the implementation of
an audit fees policy. The Public Audit Act allows the Office to charge audit fees, but

only a small fraction of entities currently pay. The proposed policy aimed to make audit

fees a mandatory budget item for all audited entities, potentially covering up to 50% of
the OAG's budget. This initiative would reduce reliance on exchequer funding and

strengthen the Office's financial independence. I{owever, the OAG noted that the

successful implementation of this policy would require support from Parliament,

govemment agencies, and other stakeholders to ensure compliance.

l) The transition to International Public Sector Accounting Standards (IPSAS) accrual

accounting poses another challenge for the OAG. One of the major hurdles in this

transition is the valuation of govemment assets, which require significant hnancial

resources. The OAG cautioned that hiring private valuers to assess all govemment assets

would impose a healy fiscal burden. They urged Parliament to lead discussions on

developing a cost-effective approach to asset valuation that would minimize expenses

while ensuring compliance with IPSAS requirements.

m) Therefore, the OAG requested an increase in its budget allocation by Ksh. l.l billion to

cover critical operational needs and an additional Ksh, 100 million for the construction

of the Mombasa regional office.

n) They also called for amendments to the PFM Act to introduce sanctions for non-

implementation of audit recommendations and to shorten the timeline for public entities

to submit financial statements. Furthermore, they urged Parliament to support the Public

Audit (Amendment) Bill, prioritize performance audit reports, and facilitate the

implementation of a one-line budget to enhance financial independence. The OAG also

sought parliamentary support for the adoption of the proposed audit fees policy and the

development of a viable framework for government asset valuation under IPSAS accrual

accounting.

The Committee appreciated the Commission for appearing and contribution into the deliberations

on the BPS.
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Due to time constraints and following consultations, it was resolved that the following institutions

to appear before the Committee on Tuesday, March 11,2025.

a) The Office of Controller of Budget- l0:30 am.

b) The Ethics and Anti-Com:ption Commission- I l:00 am

c) The Commission on Administrative Justice- I l:30 am

N EN/SCF&B/IIIII2O25 ANYOTHERBUSINESS
The Chairperson informed the meeting that the Cabinet Secretary (CS) for the National Treasury

and Economic Planning had been invited to a meeting of the Committee on Thursday, 6th March,

2025. However, he failed to appear and sent a letter requesting for rescheduling, with no specific

proposed date.

Aware that the business before the Committee was time bound, the Chairman contacted the CS

and they agreed that he will send the Principal Secretary and technical officers to appear before

the Committee on Tuesday, 11'h March, 2025 at 9:30 am.

MIN/SEN/SCF&BIIII2I2 025 ADJORNMENT AND THE DATE OF THE NEXT
MEETING

The meeting was adjourned at 7.05 p.m. Next meeting will be held on Tuesday, I l'h March, 2025

at 9.00 am

SIGNATURE: DArE : !..2.i !!. M srs lt,.2 0.?.5.

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP

(cHATRPERSON)
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The Chairperson called the meeting to order at I 1.18 a.m. This was followed by a word of prayer,

and a round ofintroduction.

MIN/SEN/SCF&B,1109612025 ADPOTIONOFTHEAGENDA

The agenda was adopted after being proposed by Sen. Maureen Tabitha Mutinda, MP, and

seconded by Sen. (Dr.) Boni Khalwale, CBS, MP, as listed below-
l. Prayer;

2. Introduction;

3. Adoption of the Agenda;

4. Confirmation of Minutes of 181't, l82nd, 183'd, 184th and l85th Sittings;

5. Matters arising from the minutes of the previous sitting;

6. Meeting with the following stakeholders-

a) The Commission on Revenue Allocation (CRA); and

b) The National treasury and Economic Planning.

to deliberate on the 2025 Budget Policy Statement (BPS) and Medium-Term Debt

Management Strategy (MTDS)- (Committee Paper No.l27B);

7. Any Other Business; and

8. Adjournment and Date of the Next Meeting.

Meetine with the Commission on Revenue Allocation (CRA)

Upon the invitation of the Chairperson, CRA representatives submitted as follows conceming the

2025 BPS and M'[DS-

Submission on BPS

l. Budget for FY 2025126 and the Medium Term- There are two figures for estimated

ordinary revenue for2024125 Ksh.2.575 trillion (paragraph 219) and Ksh.2.54 trillion
(paragraph 314). The estimate for 2024125 is crucial in computing growth for FY 2025126.

There is need to harmonise the projection for FY 2024125.

2. County Governments' compliance with Fiscal Responsibility Principles is provided in the

main document however, a similar analysis for national govemment is provided, as an

annexure. In future, the analysis of national government's compliance with fiscal

responsibility principles should be provided in the main the BPS and not an annexure.

3. Pending bills- the analysis of pending bills for both levels of govemment should be

provided in the main documents and not as annexure. This will inform on adherence to

Section 9a(l)(a) of PFM Act2012 by the national govemment.
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Submission on MTDS
9. There has been an outstandin g pre-1997 govemment debt in the debt reports for almost

thirty years. In adherence to fiscal prudence, it is important that clarity is provided on what

measures the National Treasury is undertaking towards settling of this debt.

l0.On debt composition, the govemment has made efforts at shifting the domestic debt

composition from short term Treasury Bills in favour of the long-term Treasury Bonds.

ll.The composition of external debt has shifted from commercial debt to concessional

multilateral financing in line with the government's policy of reducing refinancing risk.

Multilateral lenders held 53.9 percent of the total external debt to June 2024, commercial

debt which attracts high interest rates and stringent repayment terms constituted 22.8

percent.

12. External debt analysis by currency shows that US Dollar denominated debt is dominant at

67 percent of the external debt as at June 2024.The Euro denominated debt is at22.5

percent ofthe total external debt.

3

4. Division of Revenue for FY 2025/26- The 2025 BPS projects the shareable revenue to

increase from Ksh. 2,575.9 billion for FY 2024125 to Ksh. 2,835.0 billion inFY 2025126.

In absolute terms, the ordinary revenue is projected to increase by Ksh. 259. I billion.

5. An analysis of allocation to two levels of govemment as a percentage share of total

revenue reveals a decline in funding of county level of govemment from 10.4 percent to

9.3 percent and an increase in the allocation to the national executive from 56.7 percent

to 57.5 percent. This decline in the share of allocations to county govemment has a

negative impact in the ability of govemments to offer quality service delivery to the

citizens.

6. The BPS indicates that after considering all the mandatory expenditures under Article

203(l) of the Constitution, the balance left for sharing between the two levels of
Govemment is Ksh 353.4 billion and the balance left for the national government is Ksh.

(64,522 billion). This is misleading since items of national interest and national

obligations are implemented by the national govemment through the respective MDAs

and therefore not entirely factual to state that the national govemment is left with a

negative balance.

7. Further that, National interest is not synonymous to national govemment priorities. The

national interests can be implemented by either level of government based on the law of

subsidiarity.

8. County governments have conditional financial obligations that were meant to commence

in financial year 2024/25. However, due to the downward revision of projected ordinary

revenue for the financial year 2024125, implementation of specific programmes and

projects estimated at Ksh.25.03 billion have not been fully financed. These include-

County Aggregation and Industrial Parks estimated at Kshl 1.75 billion; compensation to

Community Health promoters estimated at Ksh.3.23 billion; county contributions towards

the Housing Levy estimated at Ksh 4.05 billion and enhanced contributions to NSSF

estimated at Ksh 6.0 billion, provision of Social Health Insurance for the vulnerable

groups; Pay for doctors CBA, and provide for annual salary increments to their workforce.



l3.The high composition of extemal debt in US Dollar increases the cost of extemal debt

servicing in the event of high depreciation of the Kenya Shilling against the US Dollar.

Parliament therefore need to legislate an upper ceiling within which external debt

composition in any currency should not surpass.

14. Section 6 of the Public Finance Management (Amendment) Act 2023, artended the debt

sustainability thresholds to 55 percent in PV terms with a compliance period of not later

than five years from lTth October 2023-the date of coming into force of the Act. The

national government is required only in exceptional circumstances to exceed the threshold

by not more than five percent. However, the medium term projects indicate thatby 2029

Treasury will still be yet to adhere to the approved threshold.

15. The continued increase ofdebt service puts a strain on the balance ofrevenues available

for sharing between the two levels of government, further the increase has a negative effect

on the timely disbursement of funds to either level of govemment which delays service

delivery.
l6.The extemal debt sustainability thresholds show a breach of the PV of debt-to-exports

ratio and the Public and Publicly Guaranteed (PPG) debt service-to-exports ratio.

17. The breach of the extemal on two indicators namely: PV of PPG extemal debt-to-exports

ratio and PPG debt service-to-exports ratio put the country at high risk of debt distress.

Parliament should exercise its oversight role in ensuring that strict compliance with

extemal debt composition in favour of multilateral debt is adhered to.

MIN/SEN/SCF& B n098t2025 ANY OTHER BUSINESS

a) The Committee was informed about a letter co-signed by the Senate Leader of Majority

and Leader of Minority regarding the Senate resolution on engagement of Constitutional

Commissions and independent offices during consideration of BPS. The Committee

considered the matter and in view of the time constraints resolved to invite all the

constitutional commissions and independent offices to a meeting on Monday, lOth March,

2025 from 9:00 am.

Following deliberations, it was observed as follows-

a) The issues relating to county governments own Source revenue should be considered

extensively but should not be pegged on the division of revenue between the two levels

of government.

b) The Committee was seized of the CRA's recommendations on the fourth basis for division

of revenue among the counties and it will be prioritised, however, noting that the principle

of win- win is upheld.

c) CRA should expedite sensitisation on Tariffs and Pricing Policy and ensure its adopted by

county govemments for implementation and consequent impact in OSR performance.

The Committee appreciated the Commission for appearing and contribution into the deliberations

on the BPS and MTDS.
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b) The Committee noted that the National treasury and Economic Planning had not honoured

the invitation to a meeting. The Committee resolved to await response from the Cabinet

Secretary and possible indicative date for the meeting.

c) The Committee noted that after meeting the Commissions, it will proceed to consider the

BPS and MTDS reports.

MIN/SEN/SCF&B/I 0 12025 ADJORNMENT AND THE DATE OF THE NEXT
MEETING

The meeting was adjoume d at 12.53 p.m. The next meeting will be held on Monday, 10s March,

2025 at 9.00 am
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SENATE STANDING COMMITTEE ON FINANCE AND BUDGET HELD ON

TUESDAY. 4TH MARCH. 2025 IN GROUND FLOOR BOARDROOM. COUNTY

HALL. PARLIAMENT BUILDINGS AT 9.OO A.M.

PRESENT

IN ATTENDANCE

Institute of Public Accountants of Kenva (ICPAK)

L CPA. Philip Kakai

2. FCPA Hesbon Omollo

3. FCPA (Prof.) Nicholas Letting

4. FCPA Andrew Rori

5. CPA. Hillary Onami

6. CPA. Elias Wakhisi



Baieti Hub

l. Dr. Abraham Rugo

2. Ms. Sandra Cherotich

3. Mr. Cuba Houghton

Countv Assemblies Forum (CAF)

l. Hon. Lantano Nabaala

2. Hon. Seth M. Kamanza

3. Mr. Austin Munene

4. Mr. Nzangi Philip
5. Ms. Grace Sundukwa

6. Mr. Jeremy Mutunga

Speaker, Laikipia County Assembly

Speaker, Kwale County Assembly

Legal Counsel

MCA, Embu County

MIN/SEN/SCF&BIIO87I2O25 PRELIMINARIES

The Chairperson called the meeting to order at 9.30 a.m. This was followed by a word of
prayer, and a round ofintroduction.

MIN/SEN/SCF&B/108812024 ADPOTION OF THE AGENDA

2

Country Manager

Program Officer
Program Officer

The agenda was adopted after being proposed by Sen. Esther Okenyuri, MP, and seconded

by Sen. Mariam Sheikh, MP, as listed below-

L Prayer;

2. Introduction;

3. Adoption of the Agenda;

4. Confirmation of Minutes of l8l't, l82nd, 183'd, l84th and l85h Sittings;

5. Matters arising from the minutes of the previous sitting:

6. Meeting with the following stakeholders-

a) County Assemblies Forum;

b) Bajeti Hub;

c) Institute of Public Finance; and

d) Institute of Certified Accountants of Kenya

to deliberate on the 2025 Budget Policy Statement and Medium-Term Debt

Management Strategy- (Committee Paper No. I 27A);

7. Any Other Business; and

8. Adjournment and Date of the Next Meeting.

MIN/SEN/SCF&B/1089/2025 MEETING WITH STAKEHOLDERS TO
DELIBERATE ON THE 2025 BPS AND MTDS
(COMMITTEE PAPER NO. I27A)

Meetine with Institute of Certified Accountants of Kenva (ICPAK)



Upon invitation, the ICPAK submitted the following concems and recommendations on

various sectors of the 2025 BPS-

l. Agriculture Transformation for Inclusive Green Growth:

Agriculture contributes about 20o/o of Kenya's GDP (July 2024 CBK survey).

However, there are challenges facing the sector including low productivity, poor

incentives, low mechanization, inadequate inputs, and weak infrastructure.

Recommendations
a) Implementation of policies to improve farmer incentives, mechanization, and

access to qualitY inPuts.

b) Diversi$ agricultural exports beyond traditional products like tea and coffee.

c) Invest in agricultural research for innovative farming techniques and high-yield

crops.

d) Strengthen agricultural extension services to boost production.

2. Transforming the Micro, Small and Medium Enterprise (MSME)

There are uncertainty on whether Hustler Fund loan amounts are sufficient for capital-

intensive MSME projects.

Recommendations

a) Implementation of financial literacy programs to help MSMEs improve their credit

history.

b) Review Hustler Fund loan amounts to assess their adequacy for capital-intensive

businesses.

c) Consider increasing loan amounts or extending repayment terms for businesses in

these sectors.

3. Housing and Settlement

It was noted that ffinancial accessibility remains a major challenge for low-income

households.

Recommendations
Introduce targeted subsidies and low-interest loans to improve access to affordable

housing for low-income groups.

4. Healthcare

There are several concems including-

a) Taifa Care Expansion -Transition from NHIF raises concems about financial

sustainability and accurate costing.

b) Uneven Healthcare Access in Rural Areas- Infrastructure gaps and medical staff

shortages persist.

c) Free Primary Healthcare and Emergency Services- Effectiveness and reach remain

challenging, especially in remote areas.

Recommendations

a) Strengthen financial planning for Taifa Care and explore alternative funding,

including public-private partnerships.

b) Improve rural healthcare access through mobile clinics, incentives for medical

staff, and local partnershiPs.
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c) Invest in health facility infrastructure and ensure efficient use of the Facility

Improvement Fund (FIF) for timely resource allocation.

5. Infrastructure gap

Recommendations

a) Strengthening the PPP legal and institutional framework to attract more private

investments.

b) Mobilizing private capital which will help reduce fiscal burden on the government.

6. Water and Irrigation
There is limited access to sustainable water resources for rural and marginalized

areas. Additionally, land degradation and insufficient land reclamation initiatives

are need to be considered.

Recommendations

a) Investment in renewable water solutions like rainwater harvesting and solar-

powered water systems for marginalized regions.

b) Fast-track implementation of Land Reclamation Policy,2024.
7. Roads and Bridges

A 2023 report by the African Development Bank (AFDB) highlighted that the rural

road development in Kenya led to a l20Z increase in agricultural productivity and a

l57o reduction in poverty level.

Recommendation
a) Improving connectivity and accessibility to reduce regional inequalities and

stimulate local businesses.

b) Adoption of a holistic and inclusive infrastructure development.

8. Manufacturing Sector: Agro-Processing

Recommendations
a) Accelerate rollout of County Aggregated Industrial Parks (CAIPS) to all 47

counties and improve rural road networks.

b) Develop farmer training programs in collaboration with research institutions to

improve post-harvcst handling, storage, and value addition.

9. The Services Economy: Financial Services

Recommendations
a) Promote adoption of advanced risk management within banks to handle financial

shocks.

b) Strenglhen regulations goveming Digital Credit Providers (DCPs).

10. Strengthening Devolution
Delayed disbursement of county equitable share funds hinders county operations.

Recommendations

a) National Treasury should ensure strict adherence to disbursement under Article 219

of the Constitution.

b) Government should establish emergency fund for counties to bridge shortfalls

during delays.

Sector Specifi c Recommendations
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14. Annual Real GPD Growth Rates- The growth projection of 5.3o/o in 2025 up from

4.6Yo in 2024 is ambitious.

Recommendation

National Treasury should consider revising the projections further, taking into account

external shocks such as geopolitical developments in the Middle East, the Ukraine-

Russia conflict, and possible trade protectionist policies from developed nations such

as the United States, particularly with Trump's administration, which is more inward-

looking.

15. Inflation Developments- Government should consider rcduced taxation to improve

the purchasing power for the majority of Kenyans.

16. Private Sector Credit: The Government should consider measures to increase private

sector credit-
a) Reduction in domestic borrowing to free resources for private sector to mitigate

crowding out effect.

b) Incentivize banks through targeted monetary policy mechanisms to provide credit

to the private sector.

17. Revenue performance-Government should undertake initiatives to expand tax base.

l8.Expenditure management -lnstitute proposed adherence to fiscal responsibility

principles under section l5 of PFM, Act.

19. Accrual accounting-National Treasury should strictly adhere to transition roadmap

to accrual accounting.

20. Deficit Financing Policy- institute recommended-

5

11. Domestic Economic Performance: Primary Sector- To promote the growth of both

the agriculture and mining sectors, the National Treasury-

a) Allocate a larger portion of the budget to infrastructure projects that support climate

resilience in agriculture.

b) Provide tax incentives and subsidies for research and development sectors.

c) Increase funding for vocational training institutions that specialize in agricultural

and mining technologies.

12. Industrial sector

a) National Treasury should prioritize investments in renewable energy projects,

particularly in geothermal, wind, and solar power generation.

b) Need for energy efficiency programs to reduce costs for industrial producers,

particularly in manufacturing.

c) Special tax incentives and subsidies for energy-efficient technologies should be

introduced to drive down operational costs for industrial businesses.

13. Services sector

a) National Treasury should allocate funding for the expansion and modernization of
tourism infrastructure, and digital platforms for promoting Kenya's tourism.

b) Funding should be directed toward enhancing financial literacy.



a) Implementation of the PFM (Sinking Fund) Regulations 2021, establishing

sinking fund to set aside funds for debt maturity.

b) Government should consider public private partnerships as a form of financing

development expenditure.

c) Government should move away from expensive commercial loans.

2l.Health sector- The Government should develop and enforce a strong policy and

regulatory framework to support the effective functioning of SHIF.

22.PendingBills- County governments should ensure pending bills are prioritized as first

charge in the budget cycle.

23.Division of Revenue for FY 2025126- There is need to expedite the approval of
audited accounts to give a clear reflection of the total govemment's collection. And

Implementing robust fiscal consolidation to help the govemment bridge the deficit gap.

24.Equalization Fund
a) The government should bridge the implementation gap through 100%

allocation of the entitled funds.

b) The Equalization Fund Advisory Board should establish project

implementation units (PIUs) at the divisional level.

Regarding the2025 Medium Term Debt Management Strategy, the Institute submitted that

debt repayment has steadily increased over the years, reaching Kshs. l.35 trillion in FY

2024/25.

Recommendations
The Government should-

a) Reduce short-term borrowing- issue longer-tenor domestic bonds to ease refinancing

pressure.

b) Evaluate guaranteed loans for financial health, establish clear debt management

frameworks, and explore restructuring or privatization for distressed entities.

c) Diversify financing sources- Prioritize diaspora bonds, sustainability-linked financing,

and concessional loans to reduce reliance on high-risk external debt.

d) Prioritize borrowing in local currency - reduce reliance on foreign culrency debt to

minimize exchange rate risks.

e) Restructure existing debt by extending repayment periods to ease fiscal pressure and

improve sustainability.

f) Increase access to concessional financing -shift towards cheaper external funding to

reduce domestic borrowing pressure.

g) External borrowing - Prioritize concessional loans over costly commercial debt to

reduce repayment pressure.

h) Enhance debt transparency- National Treasury should regularly publish detailed and

comprehensive debt reports.

i) Inclusion of other forms of debt instruments such as Islamic bonds (Sukuk), green

bonds to attract ethical and climate-conscious funding.
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Following deliberations, the Committee requested the ICPAK to prepare and submit a

professional researched paper on the performance of the govemment using globally

acceptable parameters. This should include challenges, identified gaps and appropriate

recommendations. The document will enrich Committee's reports on the 2025 BPS and

MTDS.

Meetin with the Coun tv Assemb lies Forum and Baieti Hub

After introduction, the Committee noted time constraints and other work exigencies that

urgently required attention of the members. Thus, the Committee resolved to receive written

submissions from the County Assemblies Forum (CAF) and Bajeti Hub'

The meeting was informed that the Committee will review the written submissions during

consideration of the reports on the BPS and MTDS. Additionally, all their views will be

included in the reports.

The Committee thanked the stakeholders for honouring Committee's invitation to submit

views on the 2025 BPS and MTDS. Further, the Committee committed to continue with

collaboration.

M IN/SEN/SCF&B/1 O9O/2025 ADJORNMENT AND THE DATE OF THE NEXT

MEETING

The meeting adjourned at 10.58 a.m. Next meeting will be held on Thursday 6th March,2025

at 9.00 am

DAr E : !.1.1 !. M src L,.2 9.?.5.SIGNATURE:

SEN.(CAPT.) ALI IBRAHIM ROBA, EGH, MP

(cHATRPERSON)
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Appendix II

COMMENTS ON THE 2025
MEDIUM TERM DEBT
MANAGEMENT STRATEGY

SECTIONII:REVIEWOI-THEEXISTINGPUBI-,ICDEBT
S'I'OCK

ll

Thc Mcdium-Tcrm Dcbt Stratcgy (MTDS) prcsents the public and

publicly guarantccd dcbt as at the end of June zoz4' The composition of

iomestic dcbt compriscs of a pre-rg97 governmcnt debt of Ksh. t7.23

billion as at cnd J:une zoz4.

1he Cornrnissfon takes issue roith the pre-tgg7 gouer7.tn.ent debt

since it hcrs rernained outstanding in the debt reports for almost
thirty Aears. In adherence to fiscal prudence, it is important that
clariijl"is prouided on whst o.eo.sures the No.tional TYeasury is

undertc.king toward.s settling of this debt'

On dcbt composition, thc governmcnt has made cfforts at shifting the

domestic debt composition from short term Treasury Bills in favour of

the long-term Treasury Bonds as shown in Table r' Treasury Bonds

constituled over Bo per cent of the total stock of domestic debt between

Jtne zo2z and June 2o24. The longer maturity periods for the Treasury

Bonds spreads their redemption over many years which is in line with the

govcrnmcnt's objcctivc of managing refinancing risks'

'I'ablc r: I)tlnrcstic l)cbt Conrposition (/") as at Junc 2o2o Lo June zoz4

I
77.1

20.7

r.6

o

82.4

14.5

7.4

o.9

83.1

12.7

r.6

2.O

8s.s

11.4

1.1

1.5

Source of data: Central Bank oJ Kenya;
* Ilxcludes Pre-tg97 gouernment debt; +l'rouisional

iii. The composition of external debt has shifted from commercial debt to

concessional multilateral financing in line with the government's policy

of reducing refinancing risk as shown in Table z. Multilateral lenders held

53.9 per cent of the total external debt to June zoz4, commercial debt

which attracts high interest rates and stringent repayment terms

constituted zz.8 Per cent.
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Domestic Debt'

l.

Treasury Bonds

Others (CBK

IMF SDR Allocation

6s.8

27.9

1.5

o

Jwnezoz4+June zoz3June zozzJune 2o21

Treasury Bills



'I'ablc z: Iixternal Dcbt ComPosition (%) June zozo to Junc zoz4

37.6

3().6

31.4
18.5

o.5

4r.5
28.5

29.7
19.2

44.7

27.8
19.4

48.7
24.6

26.4
18.3
r.6

o.3o.3 o.3

-

s3.9
21.1

zz.8
t6.s

1.9

o.3

IV

Source of data: The National Treasury; +Prouisionn
ISB-Internotional Souereign Bond (liuro Bond)

'Ihe Nationo'l TYessury is cot,rrtne}r.ded for ensu.ring that the
domestic debt cornposition infauour of long-term instruments o,nd

extenral debt cornposition in fauour of mulrtIo'tero.l lenders is
adhered to. Polrlioiment howeuer need to ensure the continued.
cotr.plio.nce.

External debt composition by currency shows that the dominant

currency-the US Dollar denominated debt constituted 67 per cent of the

external debt as at June 2cl24.The Euro denominated debt comprised of
22.5 per cent of the total external debt, while other currencies accounted

for o.z per cent as shown in Figure r.

I'igu rc r: Iixternal Debt bY CumencY Composition as at .)trnc '>tlz4

3.4o/o 2.roa
o.2Yo

. LIS l)ollar F]tlr'() . \'uan Yen (; I}P Others

Source ofdata: The National Treasury

'the high composition of external debt in US Dollar increases the

cost ojext.rnil debt setuicing in the euent ofhigh depreciation of
the ienya shilling against the lls Dollar. I'arliannent therefore
need to legislate sn upper ceiling roithin which external clebt

compositio n in o:ny curr encA should no t surposs'
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SEC.TION fV: KENYA,S DEBT SUSTAINABILITY

i.ThepublicdebtsustainabilityaspresentedinTable3,showsthatthePV
ofdebt-to-GDPratiowas63.9percentinzozzand68.Tinzoz3'The
currcnt ratio of PV of debt to GDP of 68. 7 per cent is above the 55 per

ccnt benchmark for Kenya which is ratcd as medium debt-carrying

capacity by thc Intcrnational Monetary Fund. Further, Section 6 of the

lrublic l,.inance Management (Amendmcnt) Act 2O2g, amended the dcbt

sustainability thresholds to 55 perccnt in PV terms with a compliancc

pcriorlofnotlaterthanfiveyearsfromrTthoctober2o23-thedateof

"omi.rg 
into force of the Act. The national government is required only in

cxccptionalcircumstanccstocxcccdthcthresholdbynotmorethanfivc
Pcr ccnt

Table 3: Putrlic Dcbt SustainabilitY AnalYsis
II

55

I
Actual

63.9

Projection
68.2 63.0 64.0 63.2 6r.2 58.6 56.2 49.7 35.5

nla s7o.3 4Cl6.2 356.2 348.4 334.3 3B'8 296'0 282'9 249'9 179'4

n/a

Source: Notional'l'reasurY

ll

56.0 6c,.6 63.7 62.5 6r.4 58'1 55'7 49'o 47'r 29'4

h-or the cou,rLtr1 to cotnply with the 55 per cent threshold in the

rnediunt-lerrn, l'arliar,.i,,i nend. to exercise sttingent ouersight

rneasures on further debt o.ccurnu/o.rton follou:ing the repayment

of the upcorning liuro Bond in zoz9, zo3o o,nd 2031'

'l'hc dcbt scrvice-to-revc]luc and grants ratio prescntcd in Table 3 shows

a continucd increasc from 56 perccnt in zozz to 6o'6 per cent in zoz3'

'Ihe continuedincrec.se of debt seruiceputs a strain on the balo'nce

oY ,nu"nues ouailab Ie for sharing, bettoeen the two leuels of
iruurn^"nt, further tie increase has a negatiue effect on the

limely disbursem ent offund's to either leuel of gouertr'rnent which

i"t"g"" seruice deliuery. It is i,,.por,to.nt that Pqrliannent enacts

it iig"nt ouersight rrre"chcrnis'ns on the- supply side to incteose the

ordinaryreuenuecollectioncLndonthe-detnand.sidetocurtqilthe
un-proportionate increase in public deht'
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)11. The external debt sustainability thresholds show a brcach of the PV of

debt-to-exports ratio and the Public and Publicly Guaranteed (PPG) debt

service-to-exports ratio as shown in Table 4. Thc PPG debt service-to-

revenue ratio breached the threshold in zoz4 duc to thc maturing of thc

Intcrnational Sovereign Bond (ISB) which has sincc bccn rcpaid.

'l'able 4: Extcrnal Debt Sustainatrility Analysis
IIIIII

Actual Projection
2g.o 32.r 29.8 3o.4 3l.o 29.5 z8.r 26.8 22.5 16.2,1o

rtlo

r5

r8

2g8.2 224.8 274.2 26e.2 24r.9 222.3 zo8.r 195.0 152.5 98.t

2r.4 26.9 4o.5 31.9 29.8 27.3 27.o 22.o t6.7 rr.6

t1.q r8.8 25.2 2,J.6 2o.4 18.9 18.6 15.5 12.6 9.8

Source : National Treasury

'Ihe breach of the external on tu)o indicators nannely: PV of PPG
extental debt-to-exports ratio o.ncl I'I'G debt seruice-to-expotts
ratio put the country at high risk of clebt distress. It is therefore
irnportant that ParliannerTt exetcises its ouersight role in ensuring
that strict complio,nce with external debt cornposilion infauour of
tnultilateral debt is adhered to.
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The Institute of Certified Public Accountants of Kenya (ICPAK) is a statutory body of accountants with the mandate to develop and
regulate the accountancy profession in Kenya. The Institute is further mandated under Sec 8 of the Accountants' Act of 2008 to advise
the Cabinet Secretary for Finance on matters relating to governance and accountability in all sectors of the economy. This submission
is therefore in tandem with the Institute's overarching advisory mandate in the realms of financial management.

The Constitution of Kenya 2010 established legal frameworks on public debt management through various legislation such as Public
Procurement and Assets Disposal Act 2015, Public Finance Management Act,2Ol2 which provided a framework for borrowing by the
entities of the state and who would guarantee the public loans. It also requires mandatory reporting on public debt management in
Kenya.

Section I I of the PFM Act 2012 establishes the National Treasury which is responsible for handling public finances and establishment
of fiscal policies of the country. Section 62 of the Act established a fully-fledged Public Debt Management Office (PDMO) in the National
Treasury with specific objectives and functions related to public debt management.

The Public Debt and Borrowing Policy came to effect after Cabinet approved it on 23 March 2020, to fill the ad hoc public debt policy
pronouncements gap and enable the country manage cost and risk associated with the growing debt complexities.
To this extent, it is our considered thought that there are adequate legal safeguards to ensure public debt management principles
and strategies are adhered to and in addressing the debt scenario in Kenya.

Under the PFMA, 2012 the provisions provide fiscal responsibility principles on how to manage debt and establish appropriate
institutions to execute such functions as follows:

49-65 Prescribes for the receipt & use of grants & loans; guaranteeing loans, lending money; establishes a fully-fledged Public
Debt Management Office (PDMO) in the National Treasury

49 Authority for borrowing by the National Government

50 Obligations and restrictions on national government guaranteeing and borrowing- Parliamentary approval. Guarantee
of debt shall be done in terms of criteria agreed with the Intergovernmental Budget and Economic Council (IBEC)

55 Establishes the office of the Registrar of the National Government Securities under PDMO. Securities issued by or on
behalf of the national government shall be published & publicized

Page 1 of 9
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Section Provislon

62-63 Establishes and empowers PDMO with objects of minimizing debt financing costs, maintaining reliable debt data,
prepare annual and medium-term debt stratery

2.O Sunaary of ICPAK Submlsrlon on the Medlum Term Debt Strategy 2025:

The Institute reviewed the Draft Medium Term Debt Management Stratery 2O25 and developed the following submissions for further
consideration:

s/ilo xtY
IUPERATIVES

DISCUSSION & ISSUE OF CONCERN ICPAK RECOMMENDATIONS

u

Para 7,9,
11

The existing public debt stock in Kenya presents several
challenges. A comprehensive review of the debt portfolio
highlights the following key concerns:

Public debt service remains a concern, with debt-to-
GDP ratios remaining high. Debt repayment took up
Shl.l7 trillion in 2O2l-22 and Sh829.90 billion the
year before. In financial year 2O24-25, the allocation
for payment of public debt related costs increased
from Sh1.l8 trillion in financial year 2023-24 to
Sh1.35 trillion in hnancial yeat 2024-25.

Debt repayment (Amounts)
2O2O/2t 829,906

The Institute recommends the following

T}:e 2025 MTDS was prepared pursuant to Section 33 of the Public Finance Management Act, 2012. The Stratery recog-nizes that a
diversified public debt structure and deepening of the domestic debt market is necessary to mitigate against exchange rate risks on
Kenya's external public debt. However, the October 2024 Debr Sustainability Analysis (DSA) reports Kenya's public debt to be
sustainable but with a high risk of debt distress with the present value (PV) of public debt at 63.0 percent of GDP against the
benchmark debt threshold of 55 percent.

Review Of The
Existing Public
Debt Stock

FY

l. Reduce short-term borrowing by issuing
longer-tenor domestic bonds to ease
refinancing pressure.

2. The government should conduct a risk
assessment on the guaranteed loans to
evaluate their financial health and
repayment capacity. Additionally,
establish a clear framework for
managing and capping guarantees to
prevent excessive exposure. In the cases
where these entities face linancial
distress, the government should also
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SouncE: DORB 2024
2. 49 .3o/o of total public debt is in foreign currency,

making Kenya vulnerable to exchange rate
fluctuations.

3. The government has guaranteed Ksh. 100.2 billion in
loans for Kenya Ports Authority (KPA), KenGen, and
Kenya Airways (KQ).lf these entities struggle to repay,
the government could face additional linancial
obligations.

prioritiz.e restructuring plans and
privatization options where viable.

3. Prioritizr diaspora bonds and
sustainability-linked financing.
Additionally, the government should
diversify external financing sources by
increasing concessional loans.

III

Para
13,15

Analysis Of
Costs and Risks
of Existing
Public Debt

Kenya's public debt poses sigrrificant risks threatening liscal
sustainability. A review of the analysis of costs and risks of
the existing public debt highlights the following key concerns:

I . The public debt-to-GDP ratio is 65.7'/o, exceeding
sustainable levels. The Present Value (PV) of debt-to-
GDP is 63.00/o, surpassing the 55% benchmark,
signaling debt distress risk, thus the debt serrrice-to-
revenue ratio is high, reducing the funds available for
essential services.

2. Kenya faces large debt repayments over the next nine
years, including Eurobonds and syndicated loans.
Noting that if economic growth slows the debt serrrice
could become unsustainable.

3. 49.3yo of Kenya's public debt is in foreign currency,
exposing the country to exchange rate fluctuations.
Therefore, a weakening Kenya shilling increases debt
repayment costs, worsening the fiscal pressure. Short-

The Institute recommends the following

I . The government can prioritize
borrowing in local currency to limit
exposure to foreign currency
fluctuations.

2. Implement hedging strategies that can
help cushion against a weakening
shilling, like agreeing on a fixed
exchange rate with foreign lenders so
that even if the shilling weakens, the
repayment amount remains the same,

3. The government should restructure
existing debt to lengthen repayment
periods to reduce fiscal pressure.
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term foreigrr currency debt as a percentage of reserves
is 27.5o/o, showing moderate risk but still a concern.

Para 17

IV Review of
Performance of
The 2023 MTDS

The FY 2023124 MTDMS aimed for a balanced net financing
distribution of 50:50 between external and domestic sources.
However, the actual 7 3:27 filt toward domestic financing
marks a significant deviation that requires immediate action.

The heavy dependence on domestic borrowing poses critical
concerns, including.

1. The crowding out of private sector credit - Heavy
government borrowing leads banks to prioritize
lending to the state over businesses, restricting private
sector credit access and slowing growth.

2. Rising interest costs - Increased borrowing raises
credit demand, pushing up interest rates, making
loans more costly for both the government and private
sector, and straining public finances.

The MTDS 2025 outlines key strategies to
address these challenges, including enhancing
access to concessional financing and
implementing a comprehensive liability
management stratery.

Ensuring their effective implementation and
continuous monitoring is crucial, alongside
periodic reviews to evaluate their impact and
adjust for emerging risks.

Para 23

v Kenya's Debt
Sustainability

The Institute acknowledges the government's efforts in
maintaining Kenya's external debt at sustainable levels. The
Present Value (PV) of external debt (adjusted for concessional
terms) remains below 4Oo/o of the sustainability threshold,
when measured against GDP.

l. The debt burden is manageable relative to GDP.
2. Kenya's economy remains resilient enough to support

external debt payments at present.

This indicates that:

To mitigate the risks associated with a high
external debt-to-exports ratio, the government
should:

a) I . Enhance Export Competitiveness:
Implement policies that promote export
diversification and value addition in key
sectors such as agriculture,
manufacturing, and services to increase
foreigrr exchange earnings.

Page 4 of 9
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However, a key concern arises from the PV of Public and
Publicly Guaranteed (PPG) External Debt-to-Exports Ratio,
which assesses the extent to which Kenya's external debt,
including government-guaranteed debt, is backed by export
earnings.

The solvenry indicator (PV of Public and Publicly
Guaranteed (PPG) external debt-to-exports) and the
liquidity indicator (debt service-to-exports) continue to
exceed the 180% threshold, with Kenya's ratio projected
to remain above this level until 2029.

1. Kenya's external debt is significantly high compared to
its export revenues, posing substantial repayment
risks.

2. If export growth does not accelerate, the country may
struggle to generate sufficient foreign exchange for
debt servicing.

3. A persistently high external debt-to-exports ratio
increases the risk of foreign exchange shortages,
potentially leading to repayment difficulties.

T.bl.5: IITDS O!.!!rr (P.](.!r)
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b) Strengthen Trade Agreements: Expand
market access through bilateral and
multilateral trade agreements to boost
exports and reduce external debt
vulnerabilities.

c) Optimize External Borrowing: Prioritize
concessional loans with favorable terms
over expensive commercial debt to ease
repayment pressure.

d) Improve Foreigrr Exchange Reserves:
Strengthen strategies to build and
maintain adequate foreign exchange
reserves to cushion against external
debt repayment shocks
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Challenges
Debt
Management:

33.Low
Domestic
Revenue
Mobilization

to The Institute notes the following concerns

1. Kenya's fiscal deficits are worsened by a narrow
domestic tax base and low tax compliance, Iimiting
revenue generation capacity.

2. There is over-reliance on external borrowing to bridge
the revenue gap raises concerns about long-term debt
sustainability.

The following were the recommendations
outlined:

a) Implement tax reforms to enhance
domestic revenue mobilization.

b) Strengthen tax administration to
improve compliance and broaden the
tax base.

c) Strengthening domestic revenue
mobilization is crucial to reducing fiscal
deficits and lowering external debt
dependency.

36.Ineffective
Debt
Transparency
and Reporting

The Institute notes the following concerns regarding
transparency and accountability in public debt management
in lined with medium term debt management stratery-2O25:

1 . Kenya's public debt reporting mechanisms have been
inadequate, resulting in insufficient visibility on the
country's debt profile.

2. The lack of transparency has hindered effective
monitoring and creates uncertainty among
stakeholders about the sustainability of the debt.

The following were the recommendations

a) The government should improve debt
transparency by regularly publishing
detailed debt reports.

b) There is a need to strengthen public
debt oversight institutions for increased
accountability.

38.Slow
Progress in
Public Debt
Lrgal Reform

VI. Para:

33,36&38

The institute commends the govemment efforts for ensuring
that there are specific authorities that are assigrred to oversee
and formulate legal reforms matters concerning public debt.

Below are the recommendations:
a) Expedite the legal reform process to

enhance the domestic debt market.
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However, it was noted that there is an overlap of authority
between the fiscal agent and national Treasury with unclear
roles and responsibilities which has hindered the deepening
of the domestic debt market and thus delays necessary
legislative changes.

\
b) Clearly define roles and responsibilities

between fiscal agents and the National
Treasury

Para:

\rII.

42lcl,
42lbl

Macroeconomic
Assumptions
and Key Risks:
Addressing
Risks From
External Shocks

There is uncertainty in the global economic outlook which
may lead to depreciation of the Kenyan shilling and thus
limited access to concessional financing, which might pose

risks of achieving economic growth and inflation targets while
increasing Iiscal pressure on the government.

There is a need for establishment of risk
mitigation strategies for external shocks,
including hedging against currency
depreciation and securing more stable foreign
financing options.

The government should also enhance its
monitoring of international market trends to be
proactive in the market.

Par. 43

VIII Potential
Sources
Financing

of
The domestic debt market could be more inclusive, allowing a
broader range of investors to participate, including retail
investors in order to improve on inclusivity and accessibility
of the Domestic Debt Markets

I . To improve inclusivity, the government
could;
a) Re-valuate the minimum investment

amount to encourage the commgd
mwananchi to invest.

b) Streamlining the investment process for
retail investors to encourage purchase
of govemment securities, such as
Treasury bonds or bills, through mobile
applications and USSD codes. This can
democratize access to inves
opportunities and expand the
base

2
lnc
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Par. 48

D( Debt
Management
Stratery

The Institute notes the following;

l. From the MTDS, the gross borrowing is 25 percent
external and 75 percent domestic. While the strategr'
acknowledges the importance of domestic debt
issuance, there is a lack of detailed focus on the
reforms undertaken by the National Treasury in the
domestic debt market and the planned reforms for the
upcoming fiscal year.

2. Implement a prudent debt sustainability framework
that ensures borrowing aligns with the country's
repayment capacity. This includes continuous
assessment of the debt-to-GDP ratio to avoid excessive
debt accumulation.

a) Inclusion of an additional subsection in the
MTDS that explicitly outlines the domestic
market reforms already undertaken by the
National Treasury and those planned for the
next fiscal year in order to create
opportunities for attracting new investor
bases, improving market liquidity, and
strengthening market infrastructure, which
are all critical for managing the high
proportion of domestic debt

b) Reinforcement of the current set debt
anchor.

Para: 76

x Strategr
Implementation,
Monitoring And
Evaluation

Lack of a clear status on the implementation of the work plan Provide a column on the status of
implementation for each activity.
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2. The Government should consider Public
Private partnerships as a form of linancing
development expenditure

3. Inclusion of other forms of debt instruments
like Islamic bonds (Sukuk) or green bonds
to tap into specific investor groups that
prioritize ethical investments or climate-
conscious funding.
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Introduction

Article 20(5) of the Constitution emphasizes the State's responsibility to allocate

sufficient resources for achieving constitutional rights. Consequently, governments

must continually explore alternative funding sources to support public budgets, given

the increasing demand for service delivery. Kenya's reliance on borrowing to finance

expenditures has led to a substantial increase in its public debt, rising from Ksh. 2.45

trillion in December 2014 to Ksh. 10.58 trillion by september 2023-a remarkable

335o/o Qrowth. This rapid expansion of public debt has created a cycle where more

funds are required annually for debt servicing and repayment, potentially impacting

the state,s capacity to provide essential services in the medium term.

2

Bajeti Hub (formerly International Budget Partnership Kenya - IBP Kenya) is a Kenyan

non-profit organization working to advance transparency, accountability, participation,

and equity in national and county budgeting processes. Bajeti Hub's work is focused

on strengthening the impact of civil society advocacy and citizens on budget policies

and outcomes at both levels of governance in Kenya. Through deep and sustained

engagement, Bajeti Hub provides support to build expertise and skills of civil society

actors and citizens involved in budget advocacy. Citizen advocacy, generation of

evidence, technical assistance, learning, and networking are all integral components

of Bajeti Hub's work.

Effective management of public debt is crucial for ensuring efficient delivery of public

services, and the following submissions are presented to the committee to address

this challenge. The submissions bring together the perspectives and views of

over 300 Kenyans from across the country who met in an open forum to

deliberate on the document.
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Submissions

Legislative Framework for Public Debt Management

1. To the extent that the Public Debt Management office (PDMo) has a

central role in public debt management, which continues to consume

nearly half of atl expenditure, its operational capability and autonomy

should be strengthened. The Public Debt Management office (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

borrowing while considering risk, to promote the development of the market

for government debt securities, and to ensure the sharing of the benefits and

costs of public debt between current and future generations. In line with the

recommendation from the Office of the Auditor General, this should include

both amendments to the PFM Act to provide for its fiscal and operational

autonomy as well as the adequate staffing of its three technical depaftments.

2. In line with best international practice, parliament shoutd assess the

PFM Act of 20L2 and the cBK Act to ensure clear definition and

separation of responsibilities for monetary policy and debt

management policy between the cBK and PDMO.I This 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 subservient to monetary

policy in the end nullifying the contextual factors that inform debt management

decisions.

'https:1/www.etitrrsry.inrf.orgldisptay/l)ook/9781551.7569471cbO!funrt?'t
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3. Kenya should institute a legislative ceiling on the annualfiscal deficit

to ensure sustainability in public debt management. 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 flscal

consolidation and budget deficit reduction over the medium term, the Public

Debt and Privatisation Committee (PDPC) and the National Treasury should

develop regulations introducing an annual budget deficit limit (net borrowing)

limit. This could be absolute but, to manage the need for adequate

infrastructural development for Kenya as a developing country, also could be

pegged as a percentage of GDP. This in recognition of the historically proclivity

of the national government 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 Public Debt and Privatization Committee in the contracting and

approval of loans. The MTDS 2025 shows that government has consistently

borrowed more domestically than planned. The document explains that in FY

2023124 where 23oh more finance was borrowed domestically by the end of

the year, this was due to 'limited access to external financtng which resulted to

more uptake of borrowing from domestic sources"

Table 5: MTDS Ta

Externnl MTDS
Actual
I ) t'r'in t io n

Domcstic NITDS
Aclual
[)crintion

Source: National TreasutY
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2 Germany's Federat Debt Rute (Debt Brake). Federat Ministry of finance Germany

https://www_bundestinanznt in isteriu m. cleloo nten t/E N/Down toad slPu btic- F irr a rrc es/ge r n1.r rlys -f ed e ra t-

debt-rute.pdf?-btob=pubticationFite&v=1 &t
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To reduce the impact of this annually, legal amendments should be made to

the PFM Architecture to strengthen the oversight role of the PDPC. 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 pre-loaning and approval process to sensitize on the

conditlons 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 borrowing strategy and plan should require

approval by the National Assembly.

b) Financial recommendatious

1) That, the fiscal deficit target for the medium tenn is approved and set at no more than

4.4%ofGDPforFY202l/24;3.9%ofGDPforFY2024/25,and3.6%oofGDPfor
FY 2025/26 in line with the fiscal consolidation path'

2) That, the country's borrowing strategl js approved at 50 percent net external

borrowingand50percerrtnetdon:esticborrowingascontainedinthe2023Mediurn
Terrn Debt Management Strategy.

3) That, any deviation from the approved borrowing strategy will require the approval

of the National AssemblY.

Enhancing Debt Transparency and Accountability

5

I

Source: PDPC Report on the MTDS 2023.

5. The Senate should seek clarity from the National Treasury on the status of the

announced forensic public debt audit being conducted by the Office of the

Auditor General, and the expected date of completion' While we recognize the

recent effort made by the National Treasury to avail more Information on public

debt, key gaps still remain in the nature, size and guarantees given on Kenya's

debt historically.
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6. In response to the challenge (line 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 reglster and the Annual

borrowing strategy, Simplified debt documents will make debt information more

digestible and accessible to the public increasing the effectiveness and

applicability 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

7. The MTDS 2025 should contain an analysis of the proposed borrowing

strategy on key economic indicators such as investment,

consumption, inflation, among others. This is recognltion of the impact of

debt management operations on the economy. For example, the chosen

borrowing strategy for FY 2025126 expects 650/o of borrowing to come from

domestic sources, and 35% to come from external sources. While this strategy

is responsive to the local dynamics, it could also imply higher borrowing costs

and higher interest rates on commercial loans for citizens over time

51. The MTDS analYtic
percent from domes

risks of financing th

al tool has guided that a net bonowing mix of 65 percent and 35

tic and external sources re speclively will help optimize costs and

e fiscal deficits for the MTDS petiod 2025-2028-

6
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CAF MEMORANDUM ON THE 2025 BUDGET POLICY
STATEMENT (BPS) AND THE 2025 MEDIUM.TERM

DEBT MANAGEMENT STRATEGY (MTDMS}
1. Introduction

1.1. Pursuant to Section 25 of the Public Finance Management Act,2012 (PFMA), the

National Treasury is mandated to prepare and submit the Budget Policy Statement

(BI5) each firnncial year to guide both national and county govemments in

formulating their arurual budgets and medium-term expenditure frameworks.

Alongside the Bt}S, Section 33 of the PFMA requires the preparation of the

Medium-Term Debt Management Strategy (MTDMS), which outlines the

Government's plan for prudent borrowing and sustainabte public debt

management over the medium term.

1.2 This Memorandum provides CAF's position on the 2025 BI5 and ttre 2025

MTDMS, higNighting the salient features, achievements, and areas requiring

urgent poliry interventions to bolster devolution and ensure equitable and

sustainable growth.

Z. Overview of the BPS 2025126

The 2025 BPS includes;

a) Assessment of the current state of the economy, including macroeconomic

forecasts as well as the priorities of the Government current pillars of growth and

strategic directions

b) Financial outlook with respect to Govemment revenue, expenditures and

borrowing for the next financial year and over the medium term

c) Proposed expenditure ceilings for the National Govemment, including those of

Parliament and the Judiciary and indicative transfers to County Governments

d) Fiscal responsibility principles and financial objectives over the medium-term

including limits on total annual debl

e) Statement of Specific Fiscal Risks.
2.1 The Strategic Focus and Priority Areas

2.1.1. The 2025 Bt|S places special emphasis on raling up the Government's

transformation agenda centred on agricultural productivity, MSME

development, housing and settlement, healthcare, and digital superhighway

and creative economies.

2.1.2. The BI5 pledges to deepen climate-smart agriculture, environmental
2



conservation, and sustainable resource utilisation to foster econom-lc

resilience.

2.1.3. The Nationa[ 'freasury intends to sustain expenditure rationalisation and

enhance revenue mobilisation. This is prolected to stabilise the deficit, align

borrowing with development priorities, and reduce the public debt-to-GDP

ratio over the medium term.

2.1.4. Highlights of the 2025 Budget Policy Statement

Broad policies

2.1.5. The 2024 Bf5 titled "consolidating gains under bottom-up economic

transformation agenda for inclusive green growth" is the third poliry to be

developed under the leadership of the Kenya Kwanza Adminiskation.

2.1.6.The 2025 BI5 higtrlights the progress made in the implementation of the

strategic interventions articulated in the Bottom-Up Economic

Transformation Agenda (BE-IA) and anchored on the Fourth Medium Term

Plan of the Vision 2030.

2.l.7.The five core pillars include Agricultural Transformation and Inclusive green

Growth; Transforming the Micro, Small, and Medium Enterprise (MSlvtE)

Economy; Housing and Settlement; Healthcare; and Digital Superhighway

and Creative Industry.

2.1.8.The priority BETA value chains are: (i) Leather and leather products; (ii)

Textile and apparel; (iii) Dairy; (iv) Edible oils (sunflower. canola, palm oil,

coconut, soya); (v) Tea; (vi) Rice; (vii) Blue economy; (viii) Minerals including

forestry; and (ix) Construction/building materials.

2.1.9. Moving forward, the Government will consolidate the gairu realized under

thc BETA for inclusive green growth with a special focus on the following six

(6) objectives: B.it g-g down the cost of living; eradicating hunger; creating

jobs; expanding the tax base; improving foreign exchange balances; and

inclusive growth.

Overall fiscal framework

Revenue & Expenditure Projections

2.L.10. The National Treasury has projected a revenue collection of an

approximated 3,385.80 billion shillings in the ?{ 2025/2026 from 3.07 hillion

in the previous financial year 2024 / 2025. Further, the ordinary revenue is

3



expected to increase from 2.58 trillion to 2.84 trillion in the FY 2024/2025.

Expenditure Proiections

2.1.11. The overall expenditures and net lending are proiected at Kstu4,263.1

billion in FY 2025/26 from the proiection of Ksh.3,978.3 biltion in FY 2024/25.

2.1.12. The FY 2025/26comprise: recurrentexpenditure of Ksh.3,096.3 billion (16.1

percent of GDP); development expenditure of Ksh.725.1 billion (3.8 percent

of GDP); transfers to County Governments of Ksh.436.7 billion and

Contingenry Fund of Ksh.5.0 billion, respectively.

2.2. Support for Devolution

Shareable revenue between National & County Governments for F( 2O25/26

22.1.The BllS reaffirms the Covernment's resolve to complete the transfer of all

corutifutionally earmarked functions to counties and ensure that resources

are commerlsurate with the devolved mandates.

2.2.2.T1te Bt€ higNights ongoing reforms to help counties strengthen their revenue

mobilisation tfuough legal and poliry frameworks (e.9., the National Rating

BiIl and model tariffs). CA-F recommends expedited finalisation of these

4

No. Details Approved Est. 2024/25 BPS 2025

NG 2,300,525.7 2,562,004.9

2,493,766.9

Parliament 40,865.5 42.488.2

Judiciary 25,749.8

CFlConsolidated

Fund Services
7,237,233.8 7,368,994.9

3
County

Government
387 405,069.4

Total 3,948,593.4 4,336,069.4

1

Executive 2,237,1ss

22,505."1

2



measures, coupled with capacity-building suPPort for counties, to lessen

reliance on national trarufers.

2.2.3.We urge prompt exchequer releases to counties in line with the County

Allocation of Revenue Act. to avert service-delivery disruptions occasioned

by delayed disbursements.

3.0. cAF's Position on the Budeet Policv Statement

3.1. National Government's Support for Devolution

The BtlS reaffirms the National Government's commitment to devolution, including the

transfer of atl constitutionally devolved functions and adherence to the "funding-follows-

fu nctions" principle (Paragraph 127)

CAF Observations

3.1.L. Timely Disbursements: Delays in county fund disbursements persist due

to revenue shortfalls (Paragraph 230, Bt5). While the MTDMS projects a

7 .9o/o increasr- in equitable share allocatioru (fabte 6), this remains

insufficient against rising county expenditure Pressures, including

healthcare, agriculture, and pending bills.

3.1.2. Function Transfer Framework: The [ack of a clear timeline or budgetary

provisioru for hansferring state-owned enterprises' devolved functions

risks perpetuating duplication and underfunding.

Recommendations

a. Expedite the ernctrnent of a legal framework to operationalize function transfers,

eruuring alignment with County Governments' budgets.

b. Altocate conditional grants for Medical Equipment Services (MES) and Counry

Aggregation Parks (CAIPs) to alleviate county fiscal strain.

3.2. Agricultural Transformation and Inclusive Growth

The BIrS prioritizes maize production tfuough subsidized fertilizer distribution and

warehouse inveshnents (Paragraphs 8-10).

CAF Observations

3.2.7. Overreliance on Maize: Limited focus on drought-resistant crops (e-g.,

sorghum, millet) contradicts climate resilience goals and marginalizes arid

counties.

3.2,2. Agricultural Allocation: At 3.1% of ministerial expenditure (Annex Table

4, Bf5), Kenya falls short of the Malabo Declaration s 10% target.

5



Recommendations

a. Diversify agriculrr-rral investrnents to include underfunded value chains (e.g.,

cassava, sorghum) and allocate t0% of public expenditure to agriculhrre.

b. Integrate climate-smart practices into subsidy programmes to enhance

sustainability.

3.3. Health Sector

The Social Health [nsurance Fund (SHIF) and Emergency, Cfuonic, and Critical illness

Fund (ECCIF) aim to universalize healthcare (Paragraph 119).

CAF Observations

3.3.1. County Burden: County Govemments are required to contribute to SHIF

and ECCIF without clarity on resource mobilization impacts (tabte 6, BI5).

3.3.2. lnadequate Allocations: The Ksh147.5 biltion health budget lacks specificity

on county shares, despite devolved responsibilities.

Recommendations

a. Clarify county financing mechanisms for SHIF/ECCIF and allocate direct granls to

upgrade county health facilities.

b. Provide Kstr-10 billion for e-Communiry l{ealth lnformation Systems (e-CI{lS)

rollout across all 47 counties

4.0. Division of Revenue for FY 2025125

The equitable share for counties is set at Ksh.405.059 billion, with Ksh. 7.85 billion for the
Equalization Fund (Paragraphs 319 & 320). However, since Ksh.385.42 billion was deemed
15% in FY 2023/24, the proposed amount may fall below the constitutional 15% threshold
given updated audited revenues.

CAF Observations

4.1.1. Insufficient Allocation- The proposed share fails to address county expenditure
pressures (pending bills, MES, CAIPs).

4.1.2. Roads Maintenance Levy Fund (I{MLF)- Only 15% of RMLF (Ksh. 10.52 billion) is
allocated to counties, contravening devolved road maintenance mandates.

Itecomme ndations

a) Increase the equitable share to Ksh. 430 billion to align with county necds.

b) Amend the RMLF Act to allocate 30o/o of levies to counties and fast-track the National

Rating Bill to enhance own-source revenue.
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5.0. Pending Bilts and fiscal accountability

As at 30th fune 2024, counties reported accumulated pencling bills amounting to

Ksh. 181.98 billion (Paragraph 298).

5.1. The Nationat Treasury has directed counties to clear outstanding bills,

notably Ksh.4.375 billion owed to KPLC.

As at 31st October 2024, pension pending bills owed to three pension schemes

totaled Ksh. 91.17 billion, according to the Retirement Benefits Authority.

5.2

CAF Observations

1. Asymmetry-MDAs owe counties Ksh.239.8 million in tand rates (2023), yet there is

no circular mandating these national enhities to settle such arrears.

2. Pension Liabilities-Delayed settlement of pension bills endangers retirees' welfare

and strains county liquidity.

3. Late Disbursements-Large volumes of county pending bills also stem from delayed

release of funds by the National Govemment. These protracted disbursements

negatively affect cash flow, forcing counhies to defer payments to suppliers and

service providers.

Recommendations

1. Issue a Circular-Require MDAs to clear debts owed to counties within FY 2025 / 26.

2. Form a foint Task Force-Create a national-county task force to comprehensively

audit and resolve pending bills, ensuring accountability and timeliness in settling

financiaI obligations.

3. Ensure Timely Disbursement-Accelerate the release of county funds by the National

Govemment to prevent the buildup of arrears and stabilze county cash flows-

7



6.0 Overview of the 2025 Medium-Term Debt Management Strategy

5.1. DebtSustainability

Kenya's public debt remains high, with tire debt-to-GDP ratio surpassing 65 percent,

significantly above the 55+5 percent anchor. The MTDMS aims to stabilize this ratio by

2028 *uough tighter firal consolidation, prudent borrowing, and debt management

operations.

The Forum is of the view that, relying predominantly on domestic borrowing elevates

interest costs (currently around 5.4 percent of GDP). Prioritizing concessional externaI debt

and exploring a sinking fund mechanism are suggested to mitigate mounting interest

paymenLs.

6.2. Gross Borrowing Mix

The MTDMS proposes a 25:75 external-to-domestic financing blend, phasing down

short-term domestic debt and seeking largely concessional external loans.

Stakeholders encourage diversification of external funding to reduce currency risk. A

Kenya-shilling-denominated diaspora bond can mobilise remittances more sustainably

while protecting agairust excessive exchange rate exposure.

6.3. Liability Management Operations (LMOs)

The Treasury intends to restructure shorter-term, high-cost debts. While beneficial to

reduce near-term liquidity pressure, CAF emphasises that any borrowing for devolved

mandates should be negotiated in consultation with counties to ensure alignment with

constitutional provisions and local priorities, particularly county assemblies where

devolved functions could be impacted by new debt obligations.

7.0.

7.7.

Key Observations and Reccomendations

The Any borrowed funds intended for devolved functions must align with the

principle of "funding-follows-functions." Counties and county assemblies must be

involved in prioritising and monitoring such proiects to ensure local ownership

and avoid duplication.

Section 15(2)(c) of the PFMA shictly bars using borrowed funds for recurrent

spending. Despite this tegal requirement, recent reports indicate some borrowings

8
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still teak into operational costs. Clear protocols need to be enforced to align all new

borrowings to development outlays with verifiable socio-economic impact-

7.3. Monthly or quarterly debt updates, alongside detailed annual reports, are

crucial. These should be hmely and comprehensive, disclosing the composition

of the debt stock, repayment schedules, and the performance of debt-financecl

Programmes.

7.4- Beyond Eurobonds, the Govemment can explore diaspora bonds or other market

instruments denominated in local currenry to mitigate exchange rate risks.

7.5. Periodic, timely pubtic reporting on debt stock, Proiect performance, and debt

servicing schedules is crucial. County Assemblies, as custodians of local public

finance oversight, seek inclusive consultations when new debt irlstruments

impacting devolved functions are introduced.

Thank you.

Yours sincerely,

TION. SETII KAMANZA

CHAIRPERSON, LEGAL AFFAIRS SUB COMMITTEE, CAF

9
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Our Ref: IPF / CEO / 02/ 03-2025 March 4'r', 2025

Mr. J.M Nyegenye' CIIS

Clerk of the Senatc,

Parliarnent Building,

P.O Box 41U2-0020O,

NAIROBI, KEI{YA.

I)car Sir,

The Institute of Public Irrnance (IPF) is an independent non-profit th.ink tank that furthers the prrnciples of

public finance management through generatioo of credible Evidence, Advocacy and Technical ,\ssistance. IPF

lauds the PubLic Debt and Prir.atizarion Committee of the National Assembly for creating a window for public

participation on the 2025 \lediurn Term Debt Maoagement Stratcgy OffDS)'

1'his aiigns with the sptit and intenrion of the Constirution of Kcnya 2010 to uphold participation in public

finance management, as well as cnables Padiament to leverage orr insights from stakeholders such as IPF to

intorm the 2025 N{]DS. Ultimately, this enhances transparency, accountability, effectiveness, and efficiency in

the utilization of public resources.

Bcforc wc movc to spccific issucs, the laid-out stratcgy uses June numbets which may not includc

dcbt dynamics bctwccn J uly and Decembcr 2024.

Our submission focuses on the following areas:

1. Debt Period Provided in MTDS

wc nore that the cut,off pcriocl lor public debt data analyzed in the 2025 MTDS isJune 2024

IIrF recommcnds thc Committcc requites the National Trcasury to Ptovide updated rccords up to

Dcccmbcr 2024 on public dcbr contractcd. This will givc a truc picture of the dcbt stetus and will lead

to morc informcd dcbt dccisions.

2. Report on Stare Os'ned Enterprises (SOEs) guaranteed Debt

'Ihere is progressive irnptovcmeur in debt reporting with the 2025 Nt'l'DS, including loan guarantees for three

State Orvned Enteqtrises Damely Kenya;lirways, Kenya Ports Authority and Kenya Porver and Lrghting

A
I l,l.'
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oompafly, whcrc Projects undcr each SoE and amount guarantccd has becn includcd in (pg tt of \I1DS) ln

thc spirit of Scc 5U of thc l)l'\l :\ct 2012r and to cnablc Parliatncnt to dccidc rvhctltcr to al)PI()\'c draft loan

guarantec documents or not, IPI; rccommends that thc rcPorted gualantces should also includc thc

duration of the guarantee, natutc of thc guatantce, and a risk assessmcnt'

3. Ttansparency and Accountability of the A'nnual Borrowing Plan

As prescribed undef Section 63 (d) of the PFN{ Act, 2012, attd Section 186 of PFNI ("lational Government)

Regulations, 2015, the N{'IDS rcquires the Public Debt Managcment offrce (PDtr'lo) to PreParc domestic and

exrernal borrowing plans. Thc l\IllDS further requires these Plans to indicate the expected disbursements by

creditor, the disbursement period and curency of disbursement. I lowever, there is no requircment to provide

information as to thc purposc of borrowing more so for the short-term dcbts. Additionally, i\I'II)S requires

that the debt management rePorts be prepared and published rcgulady, but there have been notable delays and

fai]ures to publish these reports.

Whereas N{TDS has defined thc scope of the borrowing plans as Per the legislarion, it would bc progressive to

provide detailed information to enhance accountability'

4. Debt Swaps and ESG Debt Instruments

'I'Ire 2024tr{1"I)S proposes dcbt swaps, environmental, social antl governance (IISG) debt instruments to fund

the budget delicit for the I\2025 /26. \X/hile these srvaps and instruments have been succcssful in other

countries, it is not a bullet solutron

IPF recommends that full disclosure of this type of financing is madc, including but not limitcd to

community displaccmcnts and tisks associated with thcm'

5. Incohetence between BPS and MTDS

II]DS 2025 proposes a net borrorving mix of 35:65, external to domestic borrowing, to financc a 6scal deficit

of Ksh 831 billion as highlightcti in the BPS. IJorvever, the lll'>S 2025 proPoscs tlrc same nct l)()r'r'ov/ing fatio

LY
I l' l.'

IpF recommcnds thc MTDS includc a requirement that thc annual borrowing plans indicate thc

invcstment to bc funded by thc bortowed funds. specifically, any infrastttlctl'lrc bond procurcd

shoul<l bc ablc to identify infrastructurc to be funded by the procccds'

A
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to be 18:82, cxtcrnal tr> domestic. The trvo tlocurnents do not speak to each other, and this rvould be a problem

rvhen it comes to fiscal defrcit fmancrng'

The misalignmcpt in the fiscal defrcit stratcgy coultl c(eate uncertainty in debt planning and market expectations'

Add.itionally, as pnrt of the risk assessment, it is rvorth considering that rnissed macroeconomic proiections

such as GDP grorvth and revenue projections could further exacetbate Frscal stress, affecting revenue

performance and incrcasing borrowing nceds. 'l'hc I'}DtrIO should integrate these risks into the N{TDS to

enhance ftscal sustainabiJity.

IpF thcrcfotc rccommcnds that the two documcnts (BPS and MTDS) should havc a similar ptoposal

to cnaurc cohcrcncc and ptudcncc in bottowing.

The ir{edium-Tcnn I)ebt Strategy O{TDS) is dcsigned to provide an optimal ftamervork fot borrowing, aiming

to ensure the sustanability of national debt. I{orvcver, this strategy is often not adequately teflected in the

Budget Policy Statemcnt (BPS), which resuhs in increased borrowing and desiations from the intended debt

management Plan.

This leads to furthcr borrorving to cover thc rcsulting fnancing gaps, further escalating the overall debt burden.

To addtcss thcsc issues, the N{TDS must bc fully integrated into the BPS to guide borrowing decisions more

effectively. The government should also aim to tcduce the frequency of supplementary budgets by ensuring

more thorough planning and forecasting in the primary budget.

Sincerely,

J ames Nluraguri

Chicf Exccutivc Officct

Instirutc of l)ublic I'irtance

irnuragr.tri@iplgkrbrrl., rr'. kc

Consequently, thc government increasingly rclics on domestic bonowing, rvhich comes with highet tnterest

rates and contributes to the crowding out of private sector investment. Furthermore, the frequent

implementation oIsupplementary budgets worscns the situation by inuoducing addrtional expenditues without

sufficient public consultation or ensuring that rnatching reveoue sources are identified.
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Irrstitutc <tf
Ilconontic i\ffairs

COMMI]N.I'S ON 2025 I}UDGEf I'OI-ICY SI'ATEMEN'I' FOR TI.IE M'I'EI] 2025/26 _

2027 /28 BUDGET

1.0 Strengthcniug l)evoltrtion

'l'he transfer of counq. hrnctions from thc National Government was gazetted and unbundLing of the

functions frorn the Nati<;nal Governmeot was done by the Inter-Governmental ltelations Technical

Committee (I(;RTC), r.l-rc agency mandated to establish frameworks for consultation and cooperation

between thc two levcls <;[ government. This activity was concluded during the 1 l th National aod

County Governrnents Coordinating Summit in the month of December 2024.'|'hc implication is that

the necessarl, funds shor.rld accolnpany fi.rnctions.

Thc BPS 2025 projccts rhat the equitable share duc to county governments for all revenuc raised

nationally rvill increase rrorninally from I(sh. 380 billion in FY 2024 /25 to l(sh. 405.1 billion (6.(r%

increase) in I;Y 2025/26 arrd I(sh. 416.9 billion in PY 2026 / 27. Table 3.0 shows a surnmary of budget

allocations ro both lcvcls of government. The allocation o1'er the medium shows that the proicctcd

increase in national so\.ernment spendin.q will be an a\.erage increase of 19.5oh while the County

Governmenr rvill have an average increasc of only 6.60h. In addition, the share of spending for thc

county govcrnrnent cornparcd witll total spending shows declining trend frorn 10'470 in FY

2024/2025 to projected fig,tre of 8.2Y0 io FY 2027 /28.

Tablc 1.0: Summary Budget Allocations for the IrY2025 /26 - 2027 /28 (Ksh Million)
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Bps 2025 also rcveals a gradual dcclinc in percellragc sharc o[ coutrn' allocation 
.t() 

tlrc total national

gor.r,rr.,"u, slrcnding .lcfli,ri.g frorn 1g.4"io t. 8.792o irr IrY 2021/25 a*l I;Y 2021 /2ll rr"hercas national

!,rvernnre.rt I.,a. .,,,,.'."h"t ,-,.,i'i.,t^i.tcd. 'l his is despitc thc fact thc national ll()\'crrllnclr t has bccn in

i.lhe."nc" t() rltc constitr.ltional thresholcl c,f transierring at least 157" of resotttccs to the countics

l;asccl on thc ntr>st rcccr.rt atrditcd governmc.t re'e nltc aci.unts. Given the forgoing on the transfcr

of futther functions to the counties, it's imperative for thc national governlllent to ensurc

balanced spcnding for the both the National and counw Govetnment. It is imperativc fot the

Serrate throrgh th"e standing committee on finance and budget to ensurc and push for more

timely conrpietion of thc 
*discussions 

and conclusions of the audit reports in ordcr to

.yrr"hrorrir.thecompletionwithannualbudgetingcycleandtherebl'€nsurethatthe
calculation of 1570 quantum is meaningful. This $'ill addtess thc dcclinc in slrarc of spcnding

relative transfcrs to thc counties.

2.0 Estimation of thc Ordinary Rcvcnue

The International Monctary Fund (MI)r noted in its sixth revicrv of l(cnt'a Ilxtendcd Fund

Iracility/Exrcnded Crcdit t:'^.iliry Piogt"m (F,FIr/DCt) that I(cflya econontic outlook rcmain

pr,rr-l-g wit6 projcctccl growth of 5.5 pcrccnt in 21.\24 and tl-rc mcdiurn tcrm supl>ortcd by prudcnt

hr."l ,.,f-orr.iary'policiei. Nevertheless, I(enya 'I'rcasury has a history of ovcre stirnating thc amount

of revenuc to be cclllcctcd eaclt ycar despitc having clcar tas reforrts mcasurcs and a pr<xnising

economic outlook. This raiscs .o.r.a.., of optimism o11 rcvenue ptoicctions rvhcn prcpariug annual

National budgets.

Table 2.0 shows a comparison of revenue proiecuons made a year prior to 2025.indicating therc has

been significan, ,"*,",ru" forecasting errors albeit thc year 2024 isk of court challen.qe to the financc

uill whi?h poscd an additjonal risk For achi.,ing thc revenue targets. Revenue pr.jcction as shorvn in

the BPS report for 2025 shows that an arnounl of l(sh 3,424 billion rvas the taru]et amount against

f...,io* ytar 2024IlpS proiection of IGh 3,775..7 billion creating a differelrcc of l(sh 275 billion'

th.r" i, n"ecl fo, thc t..\ational Treasury to contitluc i:nproving accuracy iu rcvctrue forecasting as

revenue shortfalls oftcn leads budget revisions and implications on intcrgovernmcntal transfers'

Tablc 2.0: Comparison of otdinary Revcnuc Proiections bctwcen BPS 2025 and BPS 2026

BPS 2025 rcport 2022/23 2023/24 2024/2s 2025/26 2026/27

2,O.t1,.1 2,288.9 2,641.4 3,018.8 3,424.7

BPS 2024 report 2022/23 2023/24 2024/25 2025/26 2025/26

2,O41,.1 2,624.6 2,948.1 3,294.2 3,715.7

(335.7) (306.7) (275.2)o

2

Differences in
BPS 2024 and

BPS 2025

(3s1.0)

Ihrrps://N\\;rrclr.iun.jrIr.kc/\vJ)-ci)nrcnr/upl()xds/2(12-tl02,/|\|Ii-sirrlr-Rcvicw-202-+l1(lI



Soutcc: BP.l 2024 andBP.f 2025

The ordinarl, rcvenuc projcction for I:Y 2025 /26 is I(sh3.02 trillion, which rePresents a 14 percent

incrcase rclativc to f.Y 2024/25 projcctccl rcvenue collectiofl. Despitc expected enhanccd revenuc

collectior.r rcsulting frorn raft of proposals in thc finance bill and implementation of a mix of tax

admiqistrativc o.rJ,u* policy -"ast,r"s in order to boost re\rcnuc coUection efforts by the Kenya

Revenuc ,\r.rtl:orit1 (KRA),Collecting Ksh -1.0 trillion in ievenue as inclicated in the BPS 2025 may bc

unattainablc. It is thetefore important for thc government to endeavot on enhancing thc

accuracy of the revcnue forccast in ordcr to achieve tealistic budgct deficits. As a result, the

IEA I(enya notes that implerncntatior.r of the Bottom-Up Transformation Agenda2 of the new

administration may facc hcadwinds thr.rs affecring economic activity in the second half otFY 2024/25'

Given that r"r,".rrl performauce is corrclatcd to economic performancc, dampened cconomjc acUvitl

may advcrsclv affect real.jLzz.ion of anticipatcd revenue collection.

3.0 Enhancc I{ouschold llcsilicncc, Boost Dcmand, and Contribute to Motc Balanccd

Inflation Path by Prcventing Exccssivc Dcflationary Prcssutcs on Non-Food Items

Food inflatiol decreased to 4.8o/o in Dcccrnbcr 2024 from7.loh in Dccember 2023, underscoring the

role of supply,side interventions in pricc stabil.ization. This decline rvas attributed to government-led

fertili, cr Jrii,ly progtr-s enhancing agricultural productivity, favorablc climatic conditions boosting

dornestic fu".l ."pply, and global food p.i.e moderatjon easing imported inflation prcssures. Vhile

vegerable priccs increased sligl-rtty, non-r,cgetablc food items shorved notable price declines, suggesting

asfimnetric price adjustrner',t. ^i.os food categories. However, it is notable that relative food prices

remain 307n highcr than non-food priccs, despite the decrease in overall inflation. This discrepancy

highlights that 
-food 

costs retnain a rnajor burden for households, particularly low-income groups,

.*'^."r-b^,i.rg economic hardship. With rclative food prices rising significandy, households are likely

shifting .p*di"g patrcrns within food catcgories, favoring items with lower, relat-ive pncc increases

This bihavioral shift should bc rcflectcd in pcriodic revisions to the CPI weights to accurately caPrure

consulner cxpcr-rditure adjustmcnts.

Chart 1.0: Ilclativc Food l'riccs in thc CPI

Ft€l.rttav€ Food P-ac€- a- Gli€ CPr

Sourcc oI Data: I(enya National Burcau o[ Statistics

2 Enrails 5 pillars: Agricultural transf<rraution; micnr, small and med.ium enterprises (NISi\189 economy; housing and

sctrlcmcnt; hcalthcare and digital supcrhighrvay and crcttive industq
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]VIutcd rlcnrancl rcmains a kci' 1i5[ to ccotloltlic recovcr\" '\ significant portiorl of houscltolcl

cxpcr.rditrrr:c is clircctecl t6rvarcl foocl, lirlitinrl tliscrctiorrarv spcnrlirlti ott Irolt lirotl jlcrlrs artd fttrthcr

,,,,ipr"r.in11 i.tlarion in that catcgorr. 'l his l,c.sistc,,t rvcak ilcn-ran,l lx)ints l() trrltlcrlyinrl ccotrot]-lic

,lirtr".., 1r),rtict-rlarly nrr,r,-,g l,r*'-i,,iornc housch<.rlcls, rvho lacc risirrl3 rclntivc lbotl priccs rvhi)c

struggli,)g t,, tff,rrdihc n.,nlf.r,r.l it",-,ts. ()ivcn thcsc t:olrditions, cx1..)antlin11 soci;rl Protcctirrtt Progrxnts

o.gilta'"t t1..," ,r,rrt 'ulncrable 
secti().s of tlrc prpulatiott is ttcccssan'. Strch intcrvcntions will

"rrf,rn." 
lr.uscholl rcsilience, boost 6cmand, and c.ntributc to a morc 6alanccd inflatio.

path by prcvcnting cxcessivc dcflationan, pfcssurcs on non-f(x)d itcms. Moving ftrrward, thc

poli.y,foc.,sshouldincludcsuPpoftingprivatcinvestmcntgrorvth,cnsuringabalanccd
-.rrr.,ury policy approach, and suppt'rtit'g "o"itl protection programs to curb cconomic

vulnerabilitics.

4.0 Improvc on Government Fiscal Opcrations

Tablc 4.0:'frcnds in Governmcnt Rcvenuc and Expcnditurcl'Y 2022 / 23 - 2025/26 (Ksh

Ilillion)

Total Rcvenuc

i\tinisterial Appropriarion in Aid

Expcnditure and Net lending

Development and Net lending

Counq' 'I'ransfcrs

Contingcncy Fund

Fiscal balance (cxcluding
grants)

Sowrce'. N a tio nal'f reas try

2022/Z
J

Actual

2,355.1

313.9

3,227.0

493.7

415.8

0

-865.9

2023 /24

Acttr:rl

2,707.7

413.7

3,605.?

546.4

380.,1

0

-902.5

2024 /2s 2{t25 / 26

Budget

Estimat
es

3,343.2

426.0

3,992.0

701.5

444.5

4

{48.8

Suppl 1

Brrdgct

3,0660.0

428.6

3,880.8

599.5

451.1

5

-820.9

BROP
2024

.).) I O.O

.19 7. ti
.r 1)0 1

801.7

-112.1

5

-812.7

BPS 2025

3,516.6

497 .8

4,329.3

804.1

442.7

5

-812.7

The fiscal deficit is projected to decline by 8.2o/n from Ksh 820.9 billion in the 2024125 Supplementary

1 Budgct to Ksh s t 2.7 billion. I{orvevcr, this proiection is subiect to chanqe clue to the follorving

factors:
o Global Economic fusks: Recent cxecutive orders issued by the nerv administratjon in the

United States, which include a tempo!:ary fteeze and Potential reduction of foreign aid could

significantly imPact sectors reliant on external funding, Particularly the hcalth sector'

o l)omestic Economic Slo.,vdown: Economic grovth slowcd to 4.5o/o in thc first thrce cluartet's

of 2024,clorvn from an average of 5.6u/u i.' th" sam" period in 2023. lt this trcnd continucs,

the governmenr may face chaliengcs in meeting its ,..,".,u. targets, increasing thc risk of 6scal

slippage.
't'l-rcs. ia.icrrs-.nclcrsc<>re the need for proacti'c r,itigation stratcgics to safcl1rarcl 

'rlacroeconolruc
stability.

'Ihe IliA-Kcnlra pr()poscs tlrat thc Senate thr()ugh the standing comrnittcc on firrance and

budget should irif<rrnr prlrlizrment of the neetl to combincd polic\' action rvith thc aim of

tI



cnsrtring trcasury use sensiblc rcvcnuc mobilization mcasufcs and tafgets and to improvc

cfficicnc_V of spcnding in ordcr to buil<I a<Icquatc fiscal spacc. By strictly adhcring to thc

mcasufcs ()utlincd in thc Budgct Policy Statcmcnt and tcinforccd by parliamcntary rcsolution,

thc govcrnmcnt can achicve its fiscal consolidation obicctivcs'

fhe policy actions include:
o Public-Private partnerships (PPP) - attracting prir.ate scctor investment in public proiccts

through transparent and'coit-cfflctive design o[ projects and rationalization of parastatals

informed by OAG and OCoB re Ports on reduction on lr/astages'

. r\dopting accrual-based accounting for improved financial management'

. Irnplementing the e-procuretncnt to enhance value for money

. Opcrationalizing the assets and inventory management modules in IFMIS to track and

optimize asset uti.lization

5.0 (icndcr Rcsponsive Budgcting

(fior rnorc information on GRB Analysis: ht( kcn 2l --) 30

o lludget trarrsparencJ) and comprehettsioe budget iafonnation and budget codz for Gendzr

'fl-rc standing committee on finance and budget committee sl-rould compel the National
-l'rcastrry to improve detaits of budget information by not only providing disaggregated informauon

oe govcrnrncnr prograrxnes on wornen's economic initiatives but explicit gender budget codcs t<r

facilitatc budget analysis and tracking. 'fhis should be provided through the chart of accounts for

stanclardization in order to facilitate comparative analysis.

Pioritiqafion of domestic resource nobiliqation lo address donor dependcnc'y and enhance

susfainabilitjt in the lteabh and education sectors prlgrammes lhat tatget uomen's

initialiues

)

Educati<x-r and I-Iealth sector have programmes on vomen initiatives that are donor funded. This

programmc includes sanitary provision and distribution; training on health and WASI''I access and

urilization; initiatives toward comrnunity led total sanitation; procurement and distribution of family

planning commodities and procuremcnt and distribution oI critical HIV commodities for prevcntion,

rrcatmenr and care. Kenya is experiencing donor funding reduction or cessation of funding of public

health programmes with Wittrdrawal of donor funding e.g. (JSAID) under the Afya L'limu I;und in

the hcalth scctor and I(enya being classified as a low middle income country on the road to sclf-

rcliancc rvill affect many donors fundcd Programs especially commodities for TB, HI\r, Malaria and

I1MN(lAI I rvhich tl-re Governrnent is cxpcctcd to fund frorn domestic resources. Unavailability of thc

full butlgct on tl-ris prograrnrncs focrrsing on womcn's initiatives rvill lead to reversal of gains I.t.raclc

rvhich tltcn calls for thc national govcrnment to increasc govcrnmcnt support in terms of clolncstic

lirndirrg irr rlrc hcalth and cthrcatiotr.

5
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C0MMI'N.I.S oN 2025 MIiDIt]M,I'I]RM DljB,I. MANAGIiMEN,I. S.I'RA,I.IiGY

1.0 Kcnya's Poor crcclit Rating Pcrsists Amidst Rising llcfinancing Risks of tlrc Public l)cbt

On 2J Januarl'2025, Moody's reviscd I(cnya's outlook frorn 'negativc' to 'p<-rsitivc' but reafflrnrccl its

Caal rating, citing a Potential easc in tiquicliq'risks and improvirrg clebt affordabil'ity ovcr titncr.

i'lorvo.cr, it should be noted that given the ovcrall lorv grade of thc credit rating at Caal br rhe

N{oocl1.s'r, Kcnya's credit rvorthincss is stili Poor. 
'I'his tneans tllc high external borrou'iIrg c()sts lrrc

Iikel| to pcrsist given rhar, as per thc lludget Policv Statement (lll']s), tlte goYcrnmcnt still ainrs to

borr.*. lrom the domestic marker to t-inance thc largc fiscal deficit proiccted at I(sh 812 billion (-1 20'"0

of C)Dlr) out of which IGh 546 bill-ion (2.8% oiGDP) is to bc t]l]ar]ced through dornestic borrt.rrving.

Thc IEA-Kenya notes that the standing committee on finance and budget should lrave a

proper lnetfic on the ptimary balance because its an indicator of curfent fiscal effott' since

inreresr payments are ptedetermined by the size of previous deficits. Givcn long growth

undcrpcrformance in Kcnya-dcrivcd in significant Paft from earlicr dcviations of prirnaq'

balances from the target band (As shown by IEA-Kcnya analysis And Then,Floods " ")-thc
prc-program targets arc set to continue that undcrpcrftrrmancc by undcrshooting bcst

p.".ti"", while those in the program go well bcyond what can bc iustilicd by such growth

optimi2ation.

It has also been noted with concern that the rehnancing risks rvili persist due to thc high debt scrvlclng

charges proiccted at l(sh 2 trillion (68% of the revenue frotn ordinarv taxcs and c<luivalcnt t<'> 1l '4o/o

"r 
cbnj, emphasizing the need for cxpendirure rationalization. 

-fhis is illustrated in Tablc 1 0

Table 3'0 : Proiected Kenya's Interest and RedemPtion on Domestic and External Debt
as a Share ol GDPKsh Bltt io n

2024125 2025126Eslimates2024125 2025126Estlmates

External
D ome st lc

260
750

264
777

Ext c. na t

Domest ic
1.5
4.3

1.5%
a.3i1,

5.4 5.7
1 o10 o35 TolatTotat

External
Domest ic

513
331

s19
500

Exter nat
Domestic

2.996
1.99'6

2.9
2.a9$

4.80h 5.6%
443 1.O20 Tota tTotat

10.69/. 11..4vh
1,a53 2.O55 GRAND TOTALGRAND TOTAL

f onrLe of Data: Tlte Nalional Trcavry \ Bilgt })slimales and Bulgct Poliq' S tatcncnt

E
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T6c ipcreasc in the dcbt scrwicing charges is as result of accumulation of tlebt and incrcase in the

intcrcst fatc due to thc laggcd effect of thc tight monetar\I policy stance by OIIK ()ver tlre last ycar

aime6 at coltai6ir-tg inflation. Adverse shocks emanating from a tight monetary Po[ic]' corr tributed to

slorvcrl grrxvtlr in creclit to thc Private sector.

IEA-Kenya recommencls for Ptudent fiscal management such as cutting on u'astage and

effort to negotiate for lorver intefest rates and longer grace periods on loans should be

emphasized in the fiscal consolidation framework.

2.0 l)cfici( lrinancing Stratcgy (ltY 2075126-2027128)

'l'hc 2(125 trIt:cliun-r l'crrn l)cl:r Nlanagcmcnt Stratcgl, Gr'tTDS) ittclicates that NI'I'DS ar.ralvticai trxrl has

guidcd nct bor:rowing mix of 65 pcrcent and 35 perccnt lrom domestic atrtl cxtcrttal sourccs

,"rp".,n,"ly and rhis *itt tr.tp optiruze costs and risks of firrancing thc Escal dcEcits [or the ltt'l'DS

pcrrotl 2025 2028.'fhc dratt ir,lTDS 2025 (l'ablc 5) show that, rvhilc overall stratcgy was l{, Inrnirnizc

,'.r.t. or.,,l risks through a nct financing mix of 50 pcr cent fronr botl.r cxternal atrd clomt:stic sourccs,

23o//o ti()rc llnance rvas borrrrvccl domisticallt' duc to restrictcd atailabiliq'of outside funding rcsultinu

ro uprakc oi rnorc clorncstic sources. Following this trcnd, thc IEA -Kcnya notcs that its
important f<rr scnatc through Senate standing committee on finance and budget to urge the

National tteasury to diver;i$r botrowing sources, prioritizing concessional finatrcing and

focus on domestic debt market while concern remain high domestic costs and intetest rates.

Thete is also need for robust fiscal consolidation measures by the national treasury to ensure

debt sustainability.

NB: Morc information on thc sharcd kcy points can be acccsscd via this link to thc main

docunrcnt: htt t.ke ?rv tl l= 569lc rt
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This memorandum presents crilical concerns and strong proposals regarding Kenya's 2025 Budget Policy

statementand2025Medium-TermDebtManagementStrategy.ThecoUntryiScurrentlyfacingserious
economic challenges, including unsustainable public debt, high unemployment, excesslve taxation, Poor

healthcareandeducationsystems,mismanagementofpublicfunds,corruption,ghostworkers,lackof
governmentaccountabllity,andwastefulgovernmentspendlng.TheseissueSmustbeurgentlyaddressedto

ensuresustainableeconomicgrowth,betterservicedeliveryandflnancialreliefforordinaryKenyans.

Submitted to: The Clerk of the Senate

Dalet 4/03/2025

From: RonYo Kelvin

lntroduction

Submitted to: 'I'hc Clcrk of thc Scnate

Date:

410312025

From: I{onYo Kclvin

lntroduction

Kcy Conccrns

I{igh Public Dcbt and Unsustainable Borrowing

o A large perccntage ofrcvenue is going toward debt servicing instcad of

dcvcloPment'

o Continucd borrowing without proper utilization of funds'

o Ptlor ncgotiation ol'loan tcrms leading to cxpensive debt burdcns'

I{igh Unemploymcnt and Economic Hardship

. Millions ol- Kcnyan youths rcmain -loblcss despitc having quali{ications

.l'his rncmorandum prcscnts critical concerns and strong proposals regarding

Kcnya's 2025 Budget Policy Statement and2025 Medium-Term Debt

ManagcmentStrategy.l.hccountryiscurrentlyfacingscriouseconomicchallengcs,
including unsustainablc public debt, high unemploymcnt' excessive taxation' poor

healthcarc and cducation systcms, mismanagement of public funds, corruption'

ghost workers' Iack of govern'nent accountability' and wasteful government

spending. 
.l.hesc 

issucs inust bc urgcntly addrcssed to cnsure sustainablc economic

gro*th, bcttcr scrvicc dclivcry, and financial rclicf for ordinary Kenyans'

)
a

Key Concerns



o (iovcrnmcnt policics havc not stimulatcd.job crcation in kcy industrics
likc manufacturing, agriculturc, and tcchnology.

3. Excessive Taxation and llurdcn on Citizens

o I{ising taxation (c.g., VAI' incrcascs and ncw lcvics) is rnaking lilc
unaffordablc.

" lllcgal dcductions Iiorn govcrnmcnt workcrs' salarics to lund
thc Affordable Housing Project.

o IIigh fucl prices, PAYIl. and corporatc laxcs arc discouraging invcstrncnt

and growth.

4. Poor Healthcare System

o '['hc Social Hcalth Insurancc Fund (SHIF/SHA) is poorly structurcd
and should bc abolishcd.

o NHIF should be rcinstated, but with strong rcforrns 1o elirninatc
corruption and incffi cicncics.

o Public hospitals lack csscntial rnedicincs and cquiprncnt.

5. Unaffordable and Poor-Quality Education

o 'l'hc new univcrsity funding model should be abolishcd becausc it
increases the financial burdcn on studcnts.

o 'l'hc Competcncy-Based Curriculum (CBC) is not wcll irnplemcntcd and

lacks proper funding.

6. Mismanagement of Public Funds and Corruption

<, Iludgctary allocations do not rcach intcndcd projccts duc to corruption.

o Ghost workcrs continuc to drain public rcsourccs.

o Iiakc contracts and inflatcd tcndcrs arc uscd to embcrz.lc public funds.

o Politicians should be Iegally prohibited from receiving government
tendcrs.

7. Wasteful Government Spending

o 'l'he Affordablc Housing Projcct should be abolishcd as it is a

rnisallocation ol' funds.

o Ilursarics should no longer bc allocated to MPs, govcrnors, or thc
presidcnt to prcvcnt misusc.

" l;orcign travcl by govcrnlncnt olficials should bc rctluccd by 50V"

unlcss absolutely necessary.

t



o 'l-hc creation of the Prime Minister's office should be stoppcd to

avoid additional governtnent expenditurc'

o Thc State House budget should be retluced by 50'/' to curb

unneccssary sPcnding'

o .fhe nulnber of protection details for all elected leaders, including the

Prcsident, should be rcduced'

8. Overstaffing and Inefficiencies in Governmcnt

oAllPrincipalsccrctaries(PSs)shouldbcremovedastheyareawaste
of Public funds.

o.fhenumberofCabinctSecretaries(CSs)shouldbereducedto8,
with strict qualihcations based on expcrtise'

oAGovcrnmentEfficiencyDepartmentshouldbecreated'fully
independentandledbyeliteprofessionalsfromthebusinessscctor,
cnsuringthatonlythebcstandmostqualificdindividualsdrivepolicy
irnPlcmcntation.

Proposed Solutions

1. Debt Managcmcnt and Fiscal Discipline

ol]stablishstrictdcbtccilingstopreventcxccssiveborrowing.

oRenegotiatccxpcnsivcdebtsandprioritizeconcessionalloansovcr
commcrcial loans.

o llnhancc transparcncy in loan agrecmenls and ensure public

ParticiPation in debt decisions'

2. Job Creation and Economic Growth

o Introducc incentives for local industries to create employment'

o Invest in youth cntrcpreneurship prograrns and provide tax holidays for

startuPS.

oRevatnptheagriculturalsectortocrcalejobsandenhancefoodsecurity.

3. Tax Reform and Relief for Citizens

ol{cduccVAl.andintroducclaxbrcakslbrsmallbusinesscs.

ol-owerilrcotnctaxlbrrnirldle-classcarncrstoincreascdisposablc
lncolnc

Itcrnovc thc Aftordablc llousing'Prx Dccluction and ct.tsttrc that
O

salarics rctnain untouchcd

,



4. Healthcare Scctor Iteforms

o Abolish SIIIF/SHA and reinstatc NIIIF with strict rcforms to

elirninatc corruption.

o Inorcasc budgctary allocation to public hospitals to itnprovc scrviccs.

o Strengthcn MllF to providc univcrsal hcalthcarc lor all Kcnyans.

5. Education Sector Improvcments

o Abolish the ncw univcrsity funding modcl and rcinslatc aflordablc

higher education.

o Allocalc fitorc rcsourccs to improvc lcarning infrastructure .

o Fully lund CIIC to tnakc i1 acccssiblc and bcncficial.

6. Anti-Corruption and Accountability Mcasurcs

" Prohibit politicians from receiving govcrnment tcnders to eliminate
conflicts of interest.

o Strengthcn the Iithics and Anti-Corruption Cotnrnission (llACC) to
prosccute corrupl offi cials.

o Introduce a public digital portal for tracking government
expenditures.

o Enforce strict penalties for those misappropriating public funds.

7. Restructuring Govcrnment for Efficiency

o Reduce the number of CSs to 8, cach choscn bascd on cxpcrtisc in

their field.

o Abolish thc PS positions to reducc rcdundancy and savc public funds.

o Establish an independcnt Government Efficiency Dcpartment, led

by top professionals from the privatc scctor.

o Reduce govcrnment protcction dctails, including for thc prcsident, to

cut costs.

o Rcduce forcign travel by 50oh fior all governmcnt officials unlcss

absolutely nccessary.

Conclusion

't'hc 2025 Iludgct Policy Statcment and thc Mcdirrm-Term Debt Mzrnagcntcnt

Stratcgy should priorilizc rcducing governtncnt wastagc, abolishing unncccssary

laxation. rcstoring cllicicncy in scrvicc dclivcry, and irnplcrncnting strict

accountability lneasurcs.'l'he rccornrncndaLions outlincd in this rncmorandurn rvill

(
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hclp restorc cconomic stability, retlucc thc cost of living, and build public trust in

govcrnment policies.

Submittcd bY:

I{onyo Kclvin/ Nilc (irouP

(icnZs and tnillcnnial Chicl' ol' stalf
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REPUBLIC OF KEilYA

INVTTATION FOR SUBMTSSION OF MEMORANDA

Pursuant to sections 25[2] and 33[l] of the Public Finance Management Act, cap.412A,_the

Cabinet Secretary for the Nitional Treisury and Economic Planning submitted the 2025 Budget

Po[cy Statement and the 2o25 Medlum Term Debt llsnaSemont stratagy for consideration

and approval.

The 2025 Budgat Pollcy statemont and the 2025 Medlum lerm Dabt Managament

strategy were tabled in the Senate on Thursday, l3th February, 2o?5 and consequently refened

to the Sianding Committee on Finance and Budget for consideration and facilitation of public

participation.

The 2025 Budget Pollcy statement sets out the broad strategic priorities and policy goals

that will guide the national government and county governments in preparing their budgets for

Financial Year 2025/2026 and over the medium-term.

The 2O25 Medlum-Term Debt llanatament StrataSy outlines the strategies and initiatives that
will inform Government borrowing, minimize costs and risks of the current public debt portfolio'

ln compliance with the provislons of Article ll8[l][b] of the Constitution and standing order 186[6]

of the benate Standing grders, the Committee now invites interested members of the public to

submit any representalions that they may have on 2O25 Budget Pollcy Statement and 2025
Medlum-Ierm Debt Management Strategy by way of written memoranda.

The memoranda may be submitted totheclerkofthe Senate, P.0. Box41842-00]00, Nairobi, hand-

delivered to the Qffice of the Clerk of the Senate, Main Parliament Buildings, Nairobi or emailed to

clerk.senate@parliament.go-kq and copied to fioancebudSctcqquLsqoate@!adianelt.8o,.ke, to

be received on or before Tuesday, 4s March, 2O25 at 5.00 p.m.

The 2025 Budget Pollcy statement and 2025 Medlum-Term Debt llanagement Strategy

may be accessed on the Parliament website at htto://www.oarliament.so. kelthe-senate/house-

b u s_rn esslp_a-lels:l atd-

J.M. NYEGEl{YE, CBS,

CLERK OF THE SE ATE.
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