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FOREWARD

The Medium-Term Debt Management Strategy (DMS) is one of the important deliverables of the
County Treasury as provided for under the Public Finance Management Act 2012. It provides the
guidance to the Counties on the amount and type of borrowing to undertake over the medium
term. It evaluates the costs and risks of various scenarios and recommends an optimal strategy
for implementation. The National Treasury has developed guidelines for country domestic and
external borrowing to guide engagement between the GOK and development partners, counties
and National Government to ensure proper coordination not only in the area of loans but also

grants and on other forms of aid.

Kajiado County Government through its Fiscal Strategy Paper 2024 does not anticipate

borrowing in the Medium Term. However, the county is affected by contingency, creditors and

statutory liabilities (Pending bills).

Kajiado County Government will ensure that the servicing and management of the County

Government’s financing requirements and payment obligations are met on a timely basis and at

; the lowest pOSSlblC cost over the medium term to long run consistent with a prudent degree of
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INTRODUCTION

1.1 Background

The preparation of the County Medium Term Debt Management Strategy is guided by Section
123 of the Public Finance Management Act (PFM) 2012, The objective of Debt Management
Strategy (DMS) is to provide a framework to guide public debt management so as to ensure that
the county government’s financing needs and payment obligations are met at the lowest possible

cost over the medium to long term, with a prudent degree of risk.

Debt Management Strategy further promotes development of the domestic debt market while
guaranteeing the sharing of benefits of public debt between current and future generations. The
DMS is aligned to the broad strategic priorities as well as policy goals set out in the 2024 County
Fiscal Strategy Paper (CFSP).

The 2024 medium term DMS covers the Medium-Term Expenditure F ramework (MTEF) period
of FY 2024/25 — 2026/27 in line with the 2024 County Fiscal Strategy Paper (CFSP). It is

anchored on macroeconomic assumptions outlined in the 2024 CFSP.

The DMS highlights strategies/measures to be employed by the county government to prudently
manage county’s public debt in the event that the county borrows. It is a three-year rolling
strategy formulated and executed by the County Treasury on behalf of the County Government.
It adheres to the fiscal responsibility principles spelt out in Section 107 of the Public Finance

Management (PFM) Act, 2012.

1.2 Legal Basis for Preparation of the Debt Management Strategy
Section 123 of Public Finance Management Act, 2012 states that:

1. On or before the 28th February in each year, the County Treasury shall submit to the
county assembly a statement setting out the debt management strategy of the county
government over the medium term with regard to its actual liability and potential

liability in respect of loans and its plans for dealing with those liabilities;

2. The County Treasury shall include the following information in the statement;
a. The total stock of debt as at the date of the statement;

b. The sources of loans made to the county government;

2024 Kajiado County Debt Management Strategy paper 6



¢. The principal risks associated with those loans;
d. The assumptions underlying the debt management strategy; and

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

3. As soon as practicable after the statement has been submitted to the county assembly
under this section, the County Executive Committee member for finance shall publish
and publicize the statement and submit a copy to the Commission on Revenue

Allocation and the Intergovernmental Budget and Economic Council.
Further, section 176 of Public Finance Management Regulation, 2015 states that;
County government borrowing shall be guided by the following principles—

a. Need to ensure stability of domestic financial markets;

b. Promotion of inter-generational equity in the sharing of burdens and benefits of
public borrowing;

¢. Determination of thresholds of borrowing rights for both levels of government;

d. Use of objective criteria for evaluating county government eligibility for national
government debt guarantee; and

e. Prudence and equity in setting limits for debt stock levels for each county

government.
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COUNTY DEBT MANAGEMENT STRATEGY F/Y 2024/25

9.1 Macroeconomic Environment and Risks

The Macroeconomic framework supporting the DMS is consistent with the projections included
in the 2024/25 County Fiscal Strategy (CFSP). The fiscal policy is expected to continue

supporting economic activity within the context of a sustainable public financing.

The medium-term outlook for 2024/25 assumes a balanced budget with no deficits. In order to
realize the budget objectives, the County needs to realize all the potential revenues both from the
Government of Kenya (GOK) and internally generated revenues to finance all our budget
activities. Overall, the growth of the economy will depend on the pace of global economic

growth, weather patterns, and inflation rates.

There are downside risks emanating from domestic as well as external sources. On the domestic
front, risks relate to unpredictable weather conditions due to the impact of climate change which
could adversely affect agricultural production and result to domestic inflationary pressures and

food insecurity.

2.2 Debt Sustainability
The County Government recognizes the importance of managing debt prudently to avoid
unwarranted debt burden to the future generation and reduced the risks of macroeconomic
instability. The volume and cost of debt must not have a negative impact on debt sustainability

and affordability

Debt burden indicators that exceed its indicative threshold suggest a risk of experiencing some

form of debt distress. The various levels of debt risk are;

a. Low risk- when all the debt burden indicators are well below the thresholds.

b. Moderate risk- When debt burden indicators are below the thresholds in the baseline
scenario.

c. High risk — When the baseline scenario and stress tests indicate a protracted breach of
debt.

d. Debt distress- When the County is already having repayment difficulties
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This 2024 county debt management strategy paper helps in ensuring accountability and
transparency in management of public debt. Despite the varied challenges faced by the county
government in its operation, the government has been able formally to present its debt

management strategy under PFM Act, 2012.

The Kajiado County Government DMS aims to lay down the structure to be used in managing
the County’s public debt. The main objective of the DMS is to create a portfolio which will best
minimize costs and mitigate risks in the medium-term. The 2024 DMS is a three year rolling

strategy laid out and executed by the County Treasury on behalf of the County Government.

The Kajiado county medium term debt management strategy must take into account the

followings factors while developing a medium term DMS-

e Fiscal responsibility principles set out in section 107 of the Act and regulation 25 of these
regulations

* Prevailing macro-economic conditions

* Prevailing conditions of the financial markets

e Measures to minimize borrowing costs with a prudent degree of risk

2.3 County Debt Portfolio

The Kajiado county Government does not have any loans. However, the county has pending bills
which has been accruing over the years. This has led to accumulation of pending bills amounting
to Kshs.1.214 billion. Most of these pending bills have already been factored in the budget for
the FY 2023/24. In FY 2023/24, the allocation for settlement of county pending bills is Kshs.752
million for development expenditure and Kshs.82 million for recurrent expenditure. The
settlement of the stock of pending bills using the allocation is expected to significantly reduce

the pending bills.

As at 31% December 2023, the county stock of pending bills was Kshs.1.214 billion. This
comprised of Kshs.824 million of development pending bill and Kshs.390 million of recurrent

pending bills. The summary of pending bills by departments is illustrated in the table below.
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TABLE 1: STOCK OF COUNTY PENDING BILLS AS AT 31°" DECEMBER 2023

No. |Department Development |Recurrent Total

1 |Agriculture, Livestock and Fisheries 2,054,987 19,486,420.00 21,541,407
2 |Education 207,393,326/ 10,234,991.00 217,628,317
3 |Finance & Economic Planning 9.101,511| 174,975,699.00 184,077,210
4 |Gender 1,958,060 1,958,060
5 |Office of the Governor 0 26,522,126.00 26,522,126
6 [Health 212,825,142 69,387,679.00 282,212,821
7 |Lands & Municipalities 53,179.977 1,846,512.00 55,026,489
8 [Public Service 1,720,185 59,268,300.00 60,988,485
9 |Roads 157,922,705 12,045,649.00 169,968,354
10 [Trade 31,009,701 31,009,701
11 |Water 147,039,643 4,077,000.00 151,116,643
12 [Public Service Board 12,328,338.00 12,328,338

TOTAL 824,205,236 390,172,714 1,214,377,950

Source: Kajiado County Treasury

2.4 County Accounts Receivables
The county record of major debtors amounts to Kshs. 1 1.984 billion. This represents uncollected

receivable revenue that has accumulated over the years. The County Treasury will implement a

debt recovery strategy to recover the unpaid revenue.

2.5 Assumptions Underlying the Debt Management Strategy

The Basis for the County Medium Term Management Strategy requires that County Treasury to
take into consideration; the borrowing needs and requirements of the County Government; Fiscal
responsibility principles; Macro-economic and financial market conditions prevailing at the time

and Measures to minimize borrowing costs with a prudent degree of risk.

e Borrowing Requirements of the County Government
The county government has been implementing a balanced budget since devolution. During the
FY 2024/25 and over the medium term, the county will execute a balanced budget as outlined in
the 2024 County Fiscal Strategy Paper (CFSP). However, the county may borrow to supplement
its budget following the requirements of the PFM Act, 2012 and this 2024 DMS.

e Fiscal responsibility principles
The Public Finance Management Act, (PFMA) 2012 stipulates guidelines for counties to borrow;
however, the borrowing must be consistent with the goals of the County Fiscal Strategy Paper

(CFSP) and the DMS. The PFM Act, 2012 gives authority for counties to borrow either external
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or internal borrowing. In managing the county government’s public finances, the PFM Act, 2012

Sec. 102 outlines guidelines for county borrowing as follows:

a. Allocation of a minimum of thirty percent of the approved budget to the
development expenditure over the medium term.

b. Wages and benefits for the public officers shall not exceed 35 percent of the total
approved budget over the medium term.

¢, Kajiado County borrowings shall strictly be used only for the purpose of
financing development expenditure and not for recurrent expenditure;

d. Maintaining public debt and at a sustainable level as approved by the county

assembly;

¢ Debt Reduction Policies
The following policies are designed to help the County to reduce its debt quickly and
economically.
1. Prudent budget implementation: Some of the county pending bills result from incurring
higher expenditure than the actual revenue realized by the county. To control the stock of
pending bills, the county would ensure strict fiscal discipline for all government departments and
entities. Procurement and public expenditure would be aligned to county actual revenue. This
would reduce government commitments to expenditure that cannot be settled using the available
revenue.
2. Revenue mobilization: Going forward, the county will continue to optimize its revenue
mobilization efforts to increase own source revenue collections. In addition, the county through
the revenue mobilization unit will continue to pursue and enforce compliance especially with the
large debtors to increase their compliance.
3. External revenue mobilization: The County will implement an efficient revenue
mobilization framework and partnerships with development partners to ensure optimal funding

and implementation of all county programmes and projects.
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3.0 CONCLUSION
The Kajiado County Government will ensure that the servicing and management of the County
Government’s financing requirements and payment obligations are met on a timely basis and at

the lowest possible cost over the medium consistent with a prudent degree of risk.

Kajiado County does not anticipate to borrow from commercial banks within the medium term.
The County will finance its budget through its own revenues sources, the allocations from the

equitable share and conditional grants from development partners.
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