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FOREWARD

The Medium-Term Debt Management Strategy (MTDMS) is prepared in line with Section 123 of
the Public Finance Management Act, 2012. It is an annual statutory document prepared to provide
informed decisions regarding public borrowing and public debt management. The Strategy guides
the Government in pursuing the desired structure of public debt portfolio in pursuit of cost
minimization and risk management while ensuring debt remains sustainable over the medium-
term. It also assesses the costs and risks of various circumstances and recommends an optimal

strategy for implementation.

The 2025 Medium-Term Debt Management Strategy is prepared alongside the 2025 County Fiscal
Strategy Paper (CFSP) as policy instruments to aid in the preparation of the annual budget. During
the FY 2024/25 and over the medium term, the county will execute a balanced budget as outlined

in the 2025 CFSP. The 2025 CFSP does not anticipate borrowing in the Medium Term.

The county debt stock as of 31% June 2024 was Kshs.2.55 billion, which comprised of Kshs.1.49
development and Kshs.1.01 recurrent bills. The FY 2024/25 budget estimates has considered the
repayment of pending bills through an allocation of Kshs.810 million.

Further, the 2025 CFSP has taken consideration of the repayment of pending bills in the FY
2025/26 budget and over the medium term. In line with attaining fiscal consolidation, the county
will ensure the servicing and management of the County Government’s financing necessities and

payment requirements are met over the medium to long run consistent with a prudent degree of

risk.

CECM — FINANCE AND ECONOMIC PLANNING
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I. INTRODUCTION

1.1 Background

1.

The Medium-Term Debt Management Strategy (MTDMS) guides the county government on
matters public debt management. It sets the desired structure of the public debt portfolio which
reflects costs and risks trade-offs, to support the fiscal deficit path outlined in the County Fiscal
Strategy Paper (CFSP).

The preparation is guided by Section 123 of the Public Finance Management Act (PFM) 2012.
The objective of Medium-Term Debt Management Strategy 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.

The contents in Debt Management Strategy is total stock of debt, accounts receivables,
principal risks associated with those loans; the assumptions underlying the debt management
strategy; and an analysis of the sustainability of the amount of debt, both actual and potential.
The 2025 DMS considers the followings factors:

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

¢ Prevailing macro-economic conditions; and

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

1.2 Legal Basis for Preparation of the Debt Management Strategy

Section 123 of Public Finance Management Act, 2012 states that 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.

The County Treasury shall include the total stock of debt as at the date of the statement and

the sources of loans made to the county government.
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II. DEBT MANAGEMENT STRATEGY FOR F/Y 2025/26

2.1 Objectives

7.

The purpose of 2025 Medium-Term Debt Management Strategy is to provide a guide for the
County Government of Kajiado in the management of public debts while providing a path for
sustainable level of debt over the proposed period. The MTDMS evaluates both costs and risks
of various scenarios and recommends an optimal debt management strategy for
implementation during the financial year.

The document will be revised annually and tabled in the county assembly as part of the
documents supporting budget estimates, the County Executive Committee member for finance
shail publicize the statement and submit a copy to the Con:mission of Revenue Allocation and

the Intergovernmental Budget and Economic Council.

2.2 Macroeconomic Environment

9.

The macroeconomic environment is expected to remain stable over the medium term. The
economic growth in the FY 2024/25 is projected at 5.5 percent in real terms and will be
supported by implementation of priority programmes outlined in Kenya’s vision 2030 through
its Fourth Medium Term Plan (MTP IV) and the Bottom-Up Economic Transformation
Agenda (BETA), supported by broad-based private sector activities and ongoing Government
interventions and strategies under the Bottom-Up Economic Transformation Agenda (BETA).
In addition, implementation of prudent fiscal and monetary policies will continue to support

economic activity.

2.3 County’s Fiscal Policy FY 2025/26

10.

11.

12.

The medium outlook for FY 2025/26 projects 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 GOK and internally generated revenues to finance all our budget activities.

The government’s fiscal policy for the FY 2025/26 and over the medium-term places special
emphasis on fiscal consolidation to reduce public debt vulnerabilities while providing fiscal
space to deliver essential public goods and services. Fiscal consolidation will be supported by
concerted expenditure rationalization and revenue mobilization efforts.

To boost revenues, emphasis will be placed on a combination of tax administrative and policy

reforms that include: strengthening tax administration for enhanced compliance through
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leveraging on technology to revolutionize tax processes and enhancing the efficiency of tax

system.
2.4 Debt Sustainability

13. The volume and cost of debt must not have a negative impact on debt sustainability and
affordability. Debt indicators of sustainability at the County level should be developed on daily
basis reflecting relevant guidelines in the County Debt burden indicators that exceeds its
indicative threshold suggest a risk of experiencing some form of debt distress that causes debt
distress are;

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

i1.  Moderate risk- When debt burden indicators are below the thresholds in the baseline
scenario.

iii.  High risk — When the baseline scenario and stress tests indicate a protracted breach of debit.
iv.  Debt distress- When the County is already having repayment difficulties

2.5 Transparent Information Policy

14. One of the objectives of county debt management strategy paper 2025 is to help in ensuring
accountability and transparency in management of public debt emphasizing the importance of

its preparation as per guidelines indicated under PFM Act, 2012.

2.6 County Debt Portfolio

15. As at 30™ June 2024, the county stock of pending bills was Kshs.2.55 billion. This comprised
of Kshs.1.49 billion of development pending bill and Kshs.1.01 billion of recurrent pending
bills. The summary of pending bills by departments is illustrated in the table below.
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TABLE 1: SUMMARY OF PENDING BILLS AS AT 30TH JUNE, 2024

Departments Total Invoiced Total Paid to Outstanding Outstanding
Amount (Kshs.) | Date (Kshs.) Balance Balance
Development Recurrent Total

Office Of The Governor And The
Deputy Governor

66,191,202.10 66,191,202.10

County Public Service Board 10,027,503.96 10,027,503.96
Medical Services And Public Health 1,133,105,985.33 | 707,002,871.28 426,103,114.05 245.338,566.27 671,441,680.32
Water, Environment And Natural 408,401,037.56 146,405,954.64 261,995,082.92 29,653,316.00 291,648,398.92
Resources

Roads, Transport, Public Works, And | 302,929,139.81 100,721,152.19 202,207,987.62 1,278,398.00 203,486,385.62
Energy

Public Service, Administration Social | 3,997,452.80 2,277,267.90 1,720,184.90 446,038,985.00 447.759,169.90
Services And Inspectorate Services

Finance, Economic Planning And 74,685,483.50 33,000,000.00 41,685,483.50 86,035,881.00 127,721,364.50
ICT

Lands, Physical Planning Anid Urban | 216,332,103.30 150,941,351.20 65,390,752.10 13,444,985.00 78,835,737.10

Development

County Assembly 0.00 0.00
Education, Vocational Youth And 722,261,710.92 328,337,257.95 393,924,452.97 17,975,574.40 411,900,027.37
Sports

Gender, Cooperative, Culture, 9,367,355.00 9,367,355.00
Tourism And Wildlife

Agriculture, Livestock And Fisheries | 34,306,155.40 12,622,951.00 21,683,204.40 14,912,620.00 36,595,824.40
Trade, Investment And Enterprise 143,144,426 .80 69,619,158.88 73,525,267.92 8,781,945.11 82,307,213.03
Development

Kajiado Municipality

Ngong Municipality

Office Of The County Attorney 63,296,400.00 63,296,400.00

Kitengela Municipality

Total

3,039,163,495.42

1,550,927,965.04

1,488,235,530.38

1,012,342,731.84 | 2,500,578,262.22

Source: Kajiado County Treasury

16. Part of these pending bills have already been factored in the FY 2024/25 budget. As at 31%

December 2024, the county had paid pending bills worth Kshs.225.5 million.

TABLE 2: KAJTADO COUNTY PENDING BILLS SETTLEMENT AS AT 31ST DECEMBER 2024

Departments Amount Paid in First Half of
FY 2024/25 (Kshs.)
Agriculture, Livestock, Fisheries & Irrigation 6,184,932.00
Medical Services and Public Health 56,380,442.81
Public Service, Administration, Social Services, Citizen Participation and Inspectorate Services 1,984,700.00
Roads, Public Works, Transport and Energy 92,483,821.73
Trade, Investments and Enterprise Development 18,231,427.80
Water, Environment, Natural Resources and Climate change 22.817,929.20
Education, Vocational Training, Youth and Sports 27,473,792.93
TOTAL 225,557,046.47
Source: Kajiado County Treasury
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2.8 County Accounts Receivables
17. The county record of major debtors amounts to Kshs.11.984 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.

2.7 Management of Pending Bills

18. High levels of pending bills usually impede efficient delivery of public services and hinder the
growth of local businesses. The Kenya Devolution Support Programme II (KDSP II) is
supporting the development of a forecasting too, in the realization of Key Result Area (KRA)
1 on Sustainable Financing and Expenditure Management. Once finalized the models will
enhance target setting and accuracy of fiscal forecasting as well as reduce piling up of pending
bills occasioned by overcasting.

19. To further mitigate fiscal indiscipline in counties, the Senate recommended that all County
Governments settle all verified pending bills totaling approximately Ksh.1.0 billion and also:

i.  Prepare and submit to the Controller of Budget a payment plan prioritizing payment of
pending bills as a first charge on the County Revenue Fund;
ii.  The Controller of Budget to take into consideration the efforts made by a County
Government to clear inherited pending bills when approving exchequer releases;
iii.  County Governments shall only pay pending bills contained in their respective
procurement plans; and

iv.  Supplementary budgets for County Governments are prepared in the third quarter to
curb instances of arbitrary re-allocations out of the approved budget estimates.

2.8 Expenditure Reforms

20. The National Treasury will guide counties in strengthening expenditure controls in order to
improve efficiency in public spending. Some of the measures include transitioning from cash
basis to accrual basis of accounting to improve cash management; zero-based budgeting;
public investment management reforms; assets and liabilities management reforms; and

implementation of a Treasury Single Account (TSA).

2.9 Expectations Underlying the Debt Management Strategy

21. County Medium Term Management Strategy preparation requires that County Treasury to take

into consideration; the borrowing needs and requirements of the County Government; Fiscal
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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

22. During the FY 2024/25 and over the medium term, the county will execute a balanced budget

23,

ii.

1ii.

iv.

as outlined in the 2025 County Fiscal Strategy Paper (CFSP). However, the county may borrow
to supplement its budget following the requirements of the PFM Act, 2012 and this 2025 DMS.
» Fiscal responsibility principles

The PFM Act, 2012 gives authority for counties to borrow either external or internal
borrowing. In managing the county government’s public ﬁnaﬁces, the PFM Act, 2012 Sec. 102

outlines guidelines for county borrowing as follows:

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

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

In case there is need for borrowing, the county shall strictly use the loan for purposes of
financing development expenditure and not for recurrent expenditure;

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

2.10 Conclusion

23. Kajiado County does not anticipate to borrow from commercial banks within the MTEF
period. The County will finance its budget through its own revenue sources, the allocations
from the eqﬁitable share and conditional grants from development partners.

24. 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 to long run consistent with a prudent
degree of risk.

25. 1t is important to note factors that could lead to the optimal strategy not being fully
implemented may include emergency conditions like auction failure, widening of the
deficit, limited access to external funding which could disrupt financing plan, and default

on guarantees.
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