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Introduection

1. Section 63 (d) of the Public Finance Management (PFM) Act, 2012 requires the

Public Debt Management Office to prepare an Annual Borrowing Plan (ABP)
underpinning the Budget approved by the National Assembly and submit to the
Cabinet Secretary responsible for matters relating to Finance and the Commission on
Revenue Allocation. Section 186 of PFM (National Government) Regulation, 2015
provides that the Medium-Term Debt Management Strategy (MTDS) will be
implemented through the ABP.

. The main objective of the 2022 MTDS is to optimize concessional borrowing and

minimize recourse to commercial borrowing to lower cost of debt service and
minimize of risks, particularly refinancing and settlement risks. The optimal
borrowing strategy is a net financing mix of 32 percent from external sources and 68
per cent from domestic sources over the medium term. In addition, the strategy seeks
to promote the development of domestic debt markets through issuance of medium
to long term debt benchmark Treasury Bonds.

. The 2022 ABP has been prepared against a backdrop of rising intersst rates,

inflationary pressures and volatility of exchange rates in both the domestic and
international financial markets.

. At end June 2022, public debt stood at Kshs. 8.6 trillion or 68 percent of GDP and is

within the statutory debt ceiling of Kshs. 10 trillion under the PFM Act, 2012.

Fiscal Deficit

5. InFy 2022/23 the deficit is estimated at Kshs. 862.92 billion or 6.2 percent of GDP,

a 16.32 percent decline from the last fiscal year’s level of Kshs. 1,031.21 billion or
8.2 percent of GDP.Table 1 below illustrates the net financing requirement of Kshs.
862.92 billion to close the fiscal deficit for the Fy2022/23.

Table 1: Net Financing Requirements (Kshs. Billion)

EY 2026/22 FY 2022/23 Deviatin
Amount % of Amount % of Amount Growth
(Kshs. GDP (Kshs. | GDP (Kshs.
' Billion) Billion) Billion) |
A =(B+C)-D | Net Financing -1,031.21 8.20% | -862.92 6.20% 168.29 | H.32%
Requirement ,
B Total Revenue 2,191.95 17.30% 246236 | 17.60% | 270.41 12.34%
C | Total Grants 6292 | 0.50% 3332 | 0.20% | -29.60 -47.04%
lorw. Program. 23.35 0.20% 0.00 0.00% | -23.35 -100.00%
Grant |
Project 39.57 | 0.30% 33.32 020% | -6.25 -15.80%
Grant
D Total expenditures 3,286.08 26.00% 3.358.60 | 2.00% 72.52 | 221%
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III.

Source: National Treasury

The Borrowing Plan

6. The Fy2022/23 fiscal deficit estimated at Kshs. 862.92 billion will be financed by

net external financing of Kshs. 280,73 billion (equivalent of 2.0 percent of GDP) and
net domestic financing of Kshs, 582.19 billion (cquivalent of 4.2 percent of
GDP). This 1s consistent with the objectives of the 2022 MTDS to finance the deficit
largely through domestic borrowing to lower costs and minimize risks in the debt
portfolio while promoting development of the domestic debt markets.

. The net domestic financing of Kshs 582.19 billion on a net basis will largely

comprise domestic borrowing through issuance of both Treasury Bonds and Treasury
Bills of Kshs. 579.05 billion (net) in the domestic debt market with the Central Bank
of Kenya (CBK) acting as a fiscal agent (Table 2).

Table 2: Sources of Net Domestic Financing (Kshs. million)

Sources 3 FY 2022123
A= (B+C)-D Net Domestic Financing 582,190
B T reasury Bills and Treasury Bonds (net 579050
issues)
C Domestic Loan Repayments (Receipis) 4,250
D Domestic Loan Repayments CBK (1110)

Source: National Treasury

8. The domestic borrowing strategy entails average monthly issuance of Kshs. 66

billion in Treasury Bonds and average weekly issuance of Kshs. 20 billion in
Treasury Bills. Treasury Bills will be issued in 91- day, 182 — day and 364 — day
tenures while Treasury Bonds will be issued along benchmark bonds to huild
liquidity.

. The 2022 ABP envisages no additional net borrowing from Treasury Bills by end

June 2023. All proceeds from Treasury Bills issues are for cash or liquidity
management purposes. The average time to maturity of Treasury Bonds will be
maintained at the June 2022 level of 8.9 years. This will help to sustain the stability
of the yield curve and foster confidence in the domest:¢ market for government debt
securities.

10. Net external financing comprise total disbursements ( or external inflows ) from

both current and additional external loans less principal repayments due during the
year. The estimated net external financing, i.e., net external borrowing is Kshs.
280.73 hillion.



11. Total disbursements on external loans is estimated at Kshs. 521.79 b ilin
comprising Kshs. 105.6 billion from commercial borrowing, Kshs. 286.53 billion
from project loans multi- and bi-lateral lenders and program loans of Kshs. 129.65
billion. Principal repayments of external debt (outflows) is projected at Kshs.
241.06 billion (see Table 3).

Table 3: Sources of Net External Financing (Kshs. million)

F2022/23
A=B-F Net Foreign Financing 280,730
B=C+D+E Total Disbursemenis 521,790
C Commercial Financing 105,600
Bank loans 105,600
D Praject Loans 286.533
Project Loans ATA 184,936
Project Loans Revenue 101,597
E Program Loans 129,656
Program for Rresults 3,500
IMF - ECF/EFF 63,222
Development Policy Operations — WB 44,000
COVID-19 Vaccine — WB 6,224
Program Based Operation — ADB 1 ZI110
Use of IMF SDR Allocation -
F Debt repayment — Principal (241,060)

Source. National Treasury

12. In terms of sources of Nef External Financing, commercial borrowing amounting to
Kshs. 105.6 billion or approximately US$ 900 million will be from global banks
including export credit agencies. disbursement from project loans are expecied to
flow from both multi- and bi-lateral lenders.

13. The World Bank Group is expected to provide Program loans as follows: Kshs. 3.50
billion forthe Program for Results, , Kshs. 44 billion for Development Policy
Operation (DPOJand Kshs. 6.22 billion for COVID-19 vaccine.The Alrican
Development Bank Group will extend a loan of Kshs. 12.71 billion for Program
Based Operation from Group. while the IMF will disburse Kshs. 63.22 billion
under Extended Fund Facility (EFF) & Extended Credit Facility (ECF) upon
successful implementation of the on-going reform program with Kenya.

IV. Investor Relations
14. The National Treasury is committed to debt transparency through timely, accurate

and broader disclosures of debt and borrowing activities. During the fiscal year, the
3



Public Debt Management Office will continue to have periodic investor conference
calls, deal and non-deal road shows to strengthen and diversify the investor base.
Relevant policy, strategy, macro-economic data and other information will be
availabie on the National Treasury, Central Bank of Kenya and the Kenya National
Bureau of Statistics websites.

Y. Implementation, review and disclosures
15. This ABP will be implemented over the period Ist July, 2022 to 30th June 2023.

16. The ABP is subject fo revision 10 align 10 new developments in the credit market,
official development assistance and supplementary budgets.

17.ABP will be publicised to enhance debt tramsparency and accountability in
accordance with the best practice.
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