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Life can be pulled by goals just as surely as it can be pushed by
drives...

e ¢ oo Viktor E. Frankl, psychiatrist and holocaust survivor....
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National Strategic Visioning — SDGs

Compliant?

Overarching Vision
A globally competitive and prosperous
nation with a high quality of life by

. Strategy

Plans and
implementation

Economic
To maintain a
sustained economic
growth of 10% p.a.

over the next years

2030

Social
A just and cohesive
society enjoying
equitable social
developmentin a
clean and secure
environment

Political
An issue-based,
people-centered,
result-oriented, and
accountable
democratic political
system

24 August 2018
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L_egal Provisions on Public Debt




« Article 201: Principles of Public Finance — Equity around debt management and shall be
applied exclusively for funding development expenditure;

« Article 211: Debt — Circumstances, reporting in respect of loan balances, use and
provision for servicing the loan;

« Article 212: County borrows only if guaranteed by NG and with CA approval

« Article 214: Debt is a charge on Consolidated Fund is cumulative reporting must be on all
financial obligations — including guarantees issued.

« Section 15: Fiscal Responsibility Principles — Debt shall not exceed limits set over the
medium term period and at sustainable levels as provided for in DMSP approved by
Parliament;

 Section 31: CS of the NT to provide accountability reports on debt to National Assembly.
« Section 33: National Treasury to present DMSP to parliament by 15t February;

« Section 38: Budget estimates to provide projected debt to bridge funding gaps in budgets.
 Section 51: Charge to debt of NG agencies only if guaranteed

 Section 55: Establishes office of the Registrat of Govt Securities under PDMO;
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 Public debt portfolio is large and may pose substantial risk to the government’s
balance sheet and the country’s financial stability — 57% of GDP as of June 2014;

O If not managed prudently, poses risk to the budget and can lead to risk of default
and large economic losses — PIGS+1 of Europe

O Poor debt management practices can pose the following:
(i) undermine investor sentiment and spark financial instability

(i) increases a country’s susceptibility to crisis — vulnerability increases with
high debt levels.

0 Good debt management makes countries less susceptible to financial crises

Debt management is not a substitute for sound fiscal, monetary,
and exchange rate policies
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Global Scenarios




Global Benchmarks
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UNITED NATIONS Or DEBT
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Percentage of World Debt 50 per cent of global
debt held by US,
China and Japan.
What then, make
T these nations the

e ' = world strongest
economies, in spite
of the astronomical
levels of
Indebtedness — Japan
at 229% debt/GDP
ratio?

Debt as a Percentage of GDP
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Comparative Debt/DGP Ratios
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Country

Debt/GDP - 2017

Kenya

Burundi

Tanzania

Uganda

TANZANIA

Rwanda

South Sudan
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The Kenyan Economic Picture




Kenyan Macro Economic Environment x CPAK

Macro Economic Variables 2012 2013 2014 2015 2016

Population (million) 40.7 41.8 43.0 44 .2 45.5
GDP per capita (USD) 1,243 1,322 1,433 1,427 1,558
GDP (USD Bn) 506 | 553 61.6 | 63.1 70.8
Economic Growth (GDP. annual variation in %o) 4.5 5.9 5.4 5.7 5.8
Consumption (annual variation in %o6) 5.7 8.5 4.6 5.1 4.8
Investment (annual variation i o) 12.7 1.2 14.8 6.7 -9.3
Industrial Production (annual variation in 2o) 4.1 5.4 53 6.1 6.0
Fiscal Balance (%0 of GDP) -6.0 -6.8 -7.0 -9.6 -8.1

Public Debt (26 of GDP) 421 44.5 45.9 504
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Debt/GDP Analysis — the Kenyan Case X C PA K

Credibility . Profes untAbility

KENYA GOVERNMENT DEBT TO GDP
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National Budget Trends

Kshs. Billions
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ANNUAL BUDGET TREND FROM FY 2012/13 TO FY 2016/17
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Overall Revenue Performance
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K.S5h Million
2002713 2003/14 2014715 2015/16 20016/177

Taxes on income, profits and capital gains ... ... cov vee vee | 373,086,004 | 449, 590,07 S509,159.84 569,811.18 a6l 854.07
Income tax from individuals [P-A.Y.E}l ‘e an bes ees e weses e s 199,847.16| 24987280 279, 7TO5.65 286,1606.16 343,772.88
Income tax from corporations (other income tax) .. .o ce aan 173,238.88 199, 71727 228, TEB5.25 279, 834,49 316,030.12
Capital gains taxes = - 57895 3.810.54 305108
TaXxes O PEPETEF w e e e oo os ae e ve s ses sas sse sas sss ses ond 653.73 000 0.00 88.26 L0
Immovable property .. ..o ci i nl i e i e e e e 169.58 0.00 0.00 0.0 0.00
Financial and capital transactions .. .. .. ..o ool oo ool cin a0 484.15 0.00 0.00 88.26 10000
Value Added Tax {WAT) oo oo e v v e e v cee aem e e o] 184 916,31 232,630.32 2590.685.20 289.213.47 338,680.18

VAT on domestic goods and Services .. .. c. wce vee cee vas sas snee ae

90, 713.83

107,737.35

127,904, 57

160,389.01

191,149.88

VAT on imported goods and services ... ..o ol ool oLl 04,202 48 124,892 97 131, 780.63 128,824 .45 147,530.31
Taxes on other goods and ServicesS... voe cer vve vee vee senwan o] 114, 821.86] 125,363.91 140, 243.32 162, 593.81 205,01 6.46
EXCise EAMBS o0 v ve e wn ve se s vis ces es ses cms sas sas aas sas sea e ses mes 8566029 102,029, 10 115,871.72 139, 540,34 178,366.69
Taxes on use of goods and on permission to use the goods or _ _

2,458.44 4,910,449 4,650.51 578010 T,751.18
to perform services and activities .. .. ... ... ..ol Ll
Taxes on goods and services collected as ATA ... ... oo can aan ol 26,703.12 18,424.32 19, 721.08 17,273.37 18,898.539
Taxes oninternational trade transactoms ... ... coo cue aae . E1,812.59 04,232.51 LOL, 04090 104,433.27 119,643.24
Custom duties ..o..ooe v o ve ve e vee cee sun sae cas e men ea e 57,649.68 67,554.64 74,047 72 TO1ET.O3 90,397.91
Other taxes on intermnational trade and transactions .. ... ... ... 24, 16291 26,677.87 26,993, 18 25,245.33 29,245.33
Other taxes not elsewhere classified . .. o oo e cov cee e cee o4 B,537.81 DO986.80 11, 467.76 1 423.54 11,900, 10
TOTALTAXBEVENULUE ... ... cnt e cee v e cem ee mee mmm e | 703,828 34| 911, 803.70) 1,021,597.03] 1,136,563.52| 1,338, 28406



Overall Revenue Performance

Kshs. Billion
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KEWYA GOVERNMEWT REVENUES
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The Debt Issues — Is Kenya’s Debt Level

Sustainable?
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million to repay loans from four
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debt How sustainable is the Kenyan
ey DEBT SITUATION?
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What do the 2018/2019 national budget Latest articles
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estimates mean for Kenya's poorest
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Reload ODA for domestic revenue mobilisation
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Translate to English

As Kenya prepares View page source . I, Development Initiatives has published a Countries being left behind
new report: Pro-po Inspect |+ Shift+1 Hget estimates: what do the numbers tell
us? The Kenya national budget for 2018/19 is an opportunity to understand how the Placing affected people at the heart of the

government intends to allocate resources to its development priorities; contributing to a Grand Bargain transparency commitment

reduction in poverty and ensuring no one is left behind. If the needs of the poorest people are
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 What impact has the 2018/19 budget on the over
national debt?....... It is pro-poor?
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(Ksh. Billion)
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Are all government debt stocks appropriately costed?
Have proceeds from debt been applied in full compliance with the law?

Are we running on appropriate tenures?

Have we struck an appropriate mix between domestic and external debt
stocks?

How complete and comprehensive in reporting is the national debt register?

In all these, the fundamental question what lessons can we borrow from
Japan to better out debt management strategy?



Keys Issues to Ponder On x CPA K
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The main objective of public debt management is to ensure that the
government’s financing needs and its payment obligations are met at the
lowest possible cost over the medium to long run, consistent with a prudent
degree of risk.

PDMO, fiscal policy advisers at the National Treasury, and the Central
Bank should share an understanding of the objectives of debt management,
fiscal, and monetary policies given the interdependencies between their
different policy instruments. PDMO must convey to fiscal authorities their
views on the costs and risks associated with government financing
requirements and debt levels.

Transparency and accountability key to effectiveness of debt as a financing
option in public finance.
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Transparency and accountability key to effectiveness of debt as a financing
option in public finance through:

Open process for formulating and reporting debt management policies

Public availability of information on debt management policies and overall
national debt book;

Accountability and assurances of integrity by agencies responsible for debt
management — Is Parliament exercising adequate oversight?

Japan US Model against the Kenyan DMS — negotiate concessional
rates and longer loans



Finally.... It is your turn to be HEARD!!




