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The PDM objectives as well as the purpose for borrowing are the underlying lynchpins of this 
policy on which all borrowing decisions will be benchmarked, including the measures that 
will be put in place to ensure that these objectives are met and that the borrowed resources 
exclusively serve the specified purpose. 

The PDM Policy brings into a single document all the various policies (existing and new 
ones) in a coherent framework. It introduces legally binding Debt and Cash Management 
Committees (both at technical and managerial levels) that will be required by law to sit 
periodically (as against Ad hoc settings) to assess the liquidity position and financing 
requirements of the Government and thus advise the Minister of Finance accordingly.  This 
guarantees strengthened coordination between debt and cash management to reduce both the 
costs and risks of borrowing.  

In addition, this Policy framework defines the roles of stakeholders in debt management, such 
as who is authorized to borrow on behalf of government who is accountable and how they 
should report performance. It formalizes the preparation and the approval by the Minister of 
Finance and the Cabinet of a three-year Medium Term Debt Strategy (MTDS) and the set 
Annual Borrowing Plan which will be updated on an annual basis and be tabled before the 
National Assembly

The Public Debt and Aid Management Department (PDAMD) is required to produce an 
Annual Debt Management Report at the end of every fiscal year to evaluate the performance 
of debt management operations against the Medium Term Debt Strategy (MTDS) and the set 
Annual Borrowing Plan. Regular reporting through the publication of brief debt reports such 
Debt Bulletin is equally a requirement. 

FOREWORD

The Public Debt Management (PDM) Policy Framework  
guides the borrowing decisions of the Government of 
Lesotho on all public borrowings (external and domestic) 
including contingent liabilities derived from PPP’s, 
Unsolicited proposals and direct guarantees to the private 
sector and individuals. It provides a broad framework to 
guide Government’s borrowing decisions to ensure that 
these decisions are prudent and guarantee that debt remain at 
sustainable levels.



Lastly, the Policy framework aims to bring further improvements in the coverage and quality 
of the debt database (including a more systematic capture of contingent liabilities), and 
introduces the requirement for internal audit and annual external audit by the Auditor General 
of the operations of PDAMD. 
 
As this policy underscores, the Ministry of Finance commits to ensuring that the necessary 
financing requirements are met at the lowest cost and prudent risk, subject to the relevant 
laws, to enhance growth in investment as well as socio-economic development while 
maintaining the sustainable levels of government debt obligations. I therefore trust that; the 
implementation of this 2019 Public Debt Management Policy Framework is the right step 
towards achieving financing and development plans of the Government of Lesotho.

_____________________________
MOEKETSI MAJORO (MP)
MINISTER OF FINANCE

22    July, 2019
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STATEMENT BY THE PRINCIPAL SECRETARY. 

Developing countries are increasingly faced with complications of finding alternative 
financing methods to supplement dwindling concessional financing windows from traditional 
multilateral and bilateral creditors. The quest to close developmental deficit prevalent in 
Sub-Saharan countries, forces nations to look to global markets for additional financing that 
is often more expensive and founded on market sentiment. Coincidentally, those global 
markets’ investor appetite is biased towards African markets given the enormous potential 
and opportunity that exist here. The improving access to the international capital markets is 
not only providing diversified borrowing options but is exposing countries to complex debt 
contracts. Debt management offices must be transformed to deal with amplified cost and risk 
as well as constantly manage increased country scrutiny from the market.

Faced with the above challenges, Lesotho is introducing Public Debt Management Policy 
Framework that seeks to modernise debt management office to efficiently deal with evolving 
development in financing landscape. The policy will further help in the promotion of good 
governance, transparency and accountability as well as coordination among all the agencies 
involved in debt operations.

With this policy framework, I strongly believe Public Debt and Aid Managment Department 
will be able to transact its duties effectively and advise the Minister of Finance regularly in 
ensuring that debt acquired at each point in time is at the lowest cost and with prudent level 
of risk. Through this policy the ministry will ensure adherence to annual borrowing plans 
which will frequently get updated  to address financing gaps for development activities and 
priorities outlined in the National Strategic Development Plan.
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Public Debt Management Policy Framework

The policy framework for the management of public debt of the Government of Lesotho 
(government) sets out the main principles for the conduct and management of its public debt 
obligations.

1.Objectives

1.1 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-term, within the framework of an acceptable level of risk. A secondary 
objective is to support the development of the government securities market in Lesotho and 
its efficient functioning. 

1.2 Public debt management will be anchored within the overall macroeconomic and 
financial sector policies to ensure a consistent and coherent approach. Given the linkages 
among policy instruments of debt management, fiscal policy, monetary policy and financial 
sector policy, there should be a shared understanding of the objectives of the respective 
policies as well as the specific roles and responsibilities of the institutions responsible for 
their implementation.

2. Definition and Scope of Public Debt Management

2.1 Public debt will include all financial obligations of the government including debt 
liabilities and guarantees issued by the government on third-party debt . The scope of public 
debt management will encompass the government’s borrowing and lending activities; cash 
management; the issuance of sovereign guarantees; the management of any sinking fund that 
is setup to mitigate risk (for example credit risk); and investment of liquid financial assets.  

3. Borrowing Purpose

3.1 The Minister of finance will ensure that all resources raised through borrowings and 
foreign aid are used efficiently, in line with the country’s development objectives.
 

1. The concepts, definitions and classification of public sector debt will, to the largest extent possible, conform to the 
recommendations of the Public Sector Debt Statistics - Guide for compliers and users, published by the International 
Monetary Fund (2011).

1
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3.2 The government will borrow to finance its development projects, balance the fiscal 
deficit, refinance repayment obligations on existing debt, meet cash management 
requirements, build cash buffers, pre-finance, prepay loans, implement buybacks or switches 
on government securities, support monetary policy operations, build foreign exchange 
reserves of the country, meet any contingent liabilities which may materialise; and respond to 
any national exigencies.

4.  Sources of Funding
 
4.1 Borrowings by the government can be sourced from within the domestic economy 
and from external sources in the form of marketable and non-marketable debt. 
Non-marketable debt will be limited to external loans provided by multilateral and bilateral 
creditors including export credit agencies; and advances sourced from the Central Bank of 
Lesotho (central bank). A key objective in external borrowings will be to maximise the 
utilisation of grants and concessional loans.  Foreign aid mobilisation will be undertaken in 
accordance with the Lesotho Partnership Policy (2013) developed by the Ministry of 
Development Planning.

4.2  Marketable debt will constitute government securities issued within Lesotho and any 
sovereign bonds issued in the international market, all of which will be tradeable. The 
government may also issue retail bonds to cater for its specific investment needs.  
4.3 The government may issue foreign currency bonds in the international market only 
when the country’s sovereign ratings improve to investment grade.
 
5. Governance

5.1 All public debt transactions should be undertaken in compliance with the existing 
legal framework for public debt management, other relevant laws within Lesotho, and any 
international treaties signed by the government. 

5.2 The Minister of Finance (Minister) will be solely authorised to borrow or receive 
foreign aid on behalf of the Government of Lesotho. The Minister will be responsible to the 
National Assembly (Assembly) to ensure that public debt 
 



 

 

 

is managed prudently with manageable risk exposures and maintained at sustainable level. 
The Minister will be required to obtain approval from the Cabinet, every year, on an updated 
Medium-term Debt Management Strategy (MTDS) that will guide borrowing decisions of the 
Government articulating the trade-offs in the cost-risk of the debt portfolio. The Minister will 
be responsible to table before the Cabinet an annual public debt management report that 
provides a performance assessment of debt management vis-à-vis the MTDS.  

5.3 All payment obligations related to central government debt and any government 
guarantees called will be charged to the Consolidated Account of the government with 
permanent appropriation. All payments on debt obligations will be discharged to the creditors 
on a timely manner. 

5.4 A Public Debt, and Cash Management Committee (Committee) chaired by the 
Principal Secretary in the Ministry of Finance (Ministry) will advise the Minister on strategic 
issues of public debt management. The Committee shall advise the Minister on the 
Medium-term Debt Management Strategy, Annual Borrowing Plan, risk management 
framework, use of risk management instruments, issuance of new debt instruments, policy 
measures on public debt management, development of government securities market, and 
any other issues with broader macroeconomic implications . 

5.5 The Committee will be supported by a Public Debt and Cash Management Technical 
Committee (PDCMTC) chaired by the Director PDAMD that will supervise operational 
issues related to public debt management .       

6. Accountability

6.1 The Public Debt and Aid Management Department (PDAMD) in the Ministry of 
Finance (Ministry) under the overall supervision of the Principal Secretary in the Ministry 
shall be responsible for day to day operations and the management of public debt. 
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2. The Committee members will comprise the Deputy Governor of the central bank, the Accountant General, the 
Principal Secretary from the Ministry of Development Planning, and the Director of Public Debt and Aid Management 
Department.  The Committee may co-opt the participation of relevant stakeholders as and when needed.
3. The PDMTC will comprise of the following members: the Director, Macroeconomic Department, the Director, 
Treasury Department, the Director, Financial Markets Department and the Director, Research and Monetary Policy 
Department, Central Bank of Lesotho. The Committee may co-opt the participation of relevant stakeholders as and 
when needed.

2

3
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6.2 PDAMD will report to the Principal Secretary of the Ministry on key deliverables and 
outputs on a regular basis. The PDAMD will prepare an annual public debt management 
report for every fiscal year which is approved by the Minister and submitted to the Cabinet 
and tabled before the Assembly. The annual report will provide an evaluation of the 
performance of debt management operations against the adopted Medium-Term Debt 
Management Strategy and the relevant annual borrowing plan. The report will be submitted 
within four months of the end of the fiscal year.

6.3 Audit control for public debt management will take place on an on-going basis under 
the responsibility of the Ministry’s Internal Audit Section and annually by the Auditor 
General. An annual audit report on public debt management will be submitted to the 
Assembly for every fiscal year assessing compliance in public debt management with the 
legal and policy framework; and highlighting any key risks and cost savings possibilities on 
debt management operations to the Government’s financial position and credibility. There 
should be regular internal audits of debt management activities, and of systems and control 
procedures.

7. Debt Limits and Debt Sustainability

7.1 To ensure low risk of public debt distress, public sector borrowings will be regulated 
within limits established for the total outstanding stock of government debt and guarantees. 

7.2 The ceilings on total public debt, including guarantees, will be 60 percent of GDP and 
public external debt will be limited to 40 percent of GDP. Government guarantees will be 
subjected to an overall limit of 5 percent of GDP. The government will not be able to borrow 
in the form of additional net borrowings or issue additional net guarantees beyond these 
ceilings. 

7.3 To provide adequate fiscal flexibility with respect to debt ceilings, a trigger level of 
debt limit is being established for public debt, excluding guarantees, at 50 percent of GDP, for 
public external debt at 35 per cent of GDP, and for government guarantees at 3 percent of 
GDP. When outstanding debt reaches this threshold, the government will be required to 
initiate a fiscal adjustment mechanism that will steer the debt below the threshold levels. 
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During this period, any new borrowings or issuance of guarantees will be restricted to capital 
investment and refinancing of existing debt only.  

7.4 The government will undertake a debt sustainability analysis on an annual basis to 
assess the future trajectory of public debt (including public external debt) of the country, 
including government guarantees. The analysis would present a forward-looking analysis of 
public debt sustainability position of the country and serve to inform about any fiscal 
corrective measures required in the future to keep public debt at sustainable levels as part of 
the Medium-term Fiscal Policy framework.    

8. Medium-term Debt Management Strategy

8.1 The PDAMD will prepare and submit to Parliament its Medium-Term Debt 
Management Strategy (strategy), which is approved by the Minister and the Cabinet. The 
strategy will be the key policy instrument through which the government will aim to achieve 
its debt management objectives over the medium-term horizon. The strategy will be reviewed 
and updated annually, on a rolling basis, and submitted to the Minister for approval at the 
beginning of each fiscal year.

8.2 All debt management operations will be executed within the framework of the debt 
 management strategy which is prepared taking into account:

(a) The medium-term borrowing needs of the government based on its macro-fiscal 
 framework;
(b) Expected macro-economic conditions including global factors;
(c) Market conditions on exchange rate and interest rate;
(d) Market accessibility including constraints on domestic debt market; and
(e) Any other relevant factors.

9. Risk Management Framework for Public Sector Debt

9.1 The strategy will establish the trade-off between cost and risk of government debt 
which will be identified and controlled through the choice of the debt portfolio composition. 
The strategy will include the range of acceptable risks in the debt portfolio with respect to 
currency, interest rate and refinancing risks. 
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9.2 As part of the strategy, key targets on the risk matrix related to the debt portfolio 
composition will be defined and quantified. This will include the share of foreign currency 
debt, share of maturing foreign currency debt to foreign exchange reserves of Lesotho, share 
of variable rate debt, average time to maturity, average time to interest rate re-fixing, and 
percentage of debt maturing in one year along with the objective of maintaining a smooth 
redemption profile. 

9.3 To assess risk, PDAMD shall regularly conduct stress tests of the debt portfolio based 
on the economic and financial shocks involving GDP growth, exchange and interest rates. 

9.4 For active risk management, the government can make use of derivative instruments. 
Such risk management operations will require the approval of the Cabinet based on a 
comprehensive cost-benefit analysis of the transactions and its consistency with the debt 
management strategy. The expected outcome of such risk management operations shall be 
published through the Annual Report on Public Debt Management.

9.5 The Government, under certain circumstances warranting a build-up of its foreign 
exchange reserves, may engage in a foreign currency swap transaction to defend its currency 
arrangement. Such transactions, based on market rates and principles, and a clear 
understanding of future liabilities created, will require the approval of the Minister after its 
recommendation by the Committee. The transaction shall be published within three months 
of its execution with appropriate accounting of such obligations as public debt liability.    

9.6 Risk management operations focussing on refinancing risk on government securities 
issued in the domestic market will be subject to approval by the Minister. To manage 
refinancing risks associated with benchmark bonds, the government will hold adequate cash 
buffer, spread the maturity profile of the debt portfolio across the yield curve, and engage in 
buybacks or switches of older issues with new issues. Buybacks and switches will be targeted 
to those securities with a remaining maturing of less than two years. Such operations can also 
be undertaken to some extent for securities with a remaining maturity of more than two years 
for retiring illiquid securities.    
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9.7 Legal risks will be managed through the assurance that transactions on public debt 
benefit from appropriate legal advice provided by the Legal Department of the Ministry 
which incorporate sound legal features.  The advice of international lawyers may be sought 
in case the Government decides to issue international instruments. 

9.8 Operational risks for debt-related transactions and the use of public funds will be 
managed within a framework of well specified responsibilities for staff, clear monitoring, 
control procedures, secured systems and reporting arrangements. The management of 
operational risks will aim to ensure that possibilities of any human errors or malpractices are 
minimised while the impact of external events are mitigated. 

9.9 Settlement of government debt and debt-related transactions will be supported by a 
secured processing and controlling system with due verification, authorisation, and 
separation of duties. All debt related transactions will be managed through accurate recording 
and accounting entries. Payments for all debt related transactions will be managed through a 
straight-through-processing and accounting system in the IFMIS maintained by the Treasury 
Department of the Ministry.    

9.10 Debt management operations will be supported by establishing an integrated and 
secure database for debt liabilities and debt related transactions maintained by the PDAMD. 
The database, by ensuring adequate accuracy and comprehensiveness will be managed in an 
electronic debt recording system with proper safeguards and frequent backups. 

9.11 Sound business recovery procedures shall be in place to mitigate the risk that debt 
management activities might be severely disrupted by theft, fire, natural disasters, social 
unrest, or acts of terrorism.

10. Annual Borrowing Plan

10.1 The Medium-Term Debt Strategy will be implemented through an annual borrowing 
plan (plan) for each fiscal year which will be approved by the Minister. The plan will provide 
an indication of financing mix based on the budgetary needs of the government. The plan will 
be prepared and aligned with the budgetary statement for each fiscal year and based on the 
main directions of the debt management strategy.     
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10.2 The annual plan will include scheduled borrowing transactions for the year, the 
borrowing tools to be used and the indicative date or period of such borrowing. An updated 
plan will be produced at the middle of every fiscal year indicating any changes in the plan due 
to revision of fiscal estimates, evolving macroeconomic and market conditions, and market 
factors.

10.3 The plan will be prepared considering planned disbursements from existing loans and 
any new loans contracted which are in the pipeline, as well as any new potential borrowing. 
Through robust monitoring of externally funded projects undertaken by the Project 
Implementing Units/ Executing Agencies and the Ministry of Development Planning, 
projections on planned disbursements will be provided for the fiscal year to the PDAMD. 
Such projections will be updated monthly and provided to the PDAMD for supporting its 
borrowing operations through the fiscal year. 

10.4 Planning for financing through government securities will be determined through 
consultation with the central bank, Maseru Stock Exchange and market participants.  Market 
consultation with commercial banks, pension funds, insurance companies, dealers and 
foreign investors will be undertaken through a forum of market participants to deliberate on 
demand factors for various types of instruments, market appetite under prevailing market 
conditions and structural factors influencing demand for government securities and its 
liquidity. The market forum consultation will be held bi-annually at the end of the fiscal year 
(in preparation for the following year) and mid-year.
    
10.5 The plan will be supported through preparation and publication of an auctioning 
calendar indicating the dates for issuance of different maturities of government securities. 
The calendar will be prepared by PDAMD in consultation with the Cash Management Unit 
in Treasury Department and the Central Bank of Lesotho. The calendar will eventually 
include calendar for liability management operations like buybacks and switches. 

10.6 The calendar will be supported by an issuance plan with indicative issuance amount 
for different types of maturity buckets for securities in ranges. The issuance plan, which will 
be initially prepared over a monthly duration, will be extended to a quarterly duration as the 
market develops. The issuance plan will be disclosed to the public before the commencement 
of the issuance period.
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11. External Loans

11.1 External loans can be contracted to finance development projects, meet the fiscal 
deficit, refinance repayment obligations on existing debt, build foreign exchange reserves of 
the country, and meet some materialised contingent liabilities. All loan proposals at the 
inception stage should be provided by the line ministry to the Public Sector Investment 
Committee (PSIC) of the Ministry of Development Planning which will prioritise projects 
before engaging into negotiations with external creditors led by the Ministry of Finance. 

11.2 Following the approval of eligible project proposals by the Minister, PDAMD will 
source funding for such projects in accordance with its desired borrowing composition as 
entailed in the debt management strategy. The proposals will be processed by the PDAMD 
and first preference will be given to loans with a relatively high grant element. 
Representatives from the Ministries of Finance and Development Planning and the relevant 
line ministry will engage in loan negotiation following which the loan agreement will be 
formally signed, as delegated by the Minister. Any amendments to the original loan 
agreement through enhancements, cancellation or modified terms will need to be approved 
by the Minister. 
   
11.3 Assessment of creditor terms and conditions will be analysed periodically so as to 
inform future assessments of financing sources.

12. Development of Government Securities Market

12.1 The government will issue government securities in the form of Treasury Bills and 
Bonds for cash management, financing purposes and to reduce the foreign currency exposure 
of government debt. Issuance of government securities will be undertaken to establish 
benchmark yield curve and promote the development of the financial market in Lesotho. 

12.2 Debt issuance shall be market-based and implemented through competitive auctions. 
As an agent, the central bank will conduct auctions on behalf of the government. Syndications 
can be used under certain circumstances that involves high volume issuance or for 
introduction of a new instrument. Private placements will only be used in exceptional 
circumstances with the approval of the Minister. The government will provide equitable 
treatment to all investors transacting in government securities including its tax treatment. All 
government securities will be treated as “liquid assets” as part of regulatory requirements for 
different segments of the financial sector.
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12.3 Tenders for issuance of securities along with its terms and conditions will be released 
to market participants and on the government website at least one week before the issuance. 
Results of the auction will be disseminated on the same day of auction at the websites of the 
Ministry and the central bank.

12.4 The issuance strategy will be based on a regular, predictable and transparent issuance 
programme. Issuance of securities will be at several “key maturities” from the short to the 
long end of the yield curve for establishing a robust yield curve. Issuance will focus on the 
conduct of regular reopening of benchmark securities to develop the threshold volume 
required for enhanced trading and liquidity. 

12.5 The design of securities issued will be broad based to cater to specific investment 
needs of market participants for developing a diversified investor base across commercial 
banks, insurance companies, pension funds, collective investment schemes, retail investors 
and foreign investors. Efforts for investor diversification on government securities will be 
supplemented by appropriate financial sector policies aimed at developing a robust and well 
diversified financial sector.

12.6 The government will aim to develop an active secondary market for government 
securities which reflects adequate liquidity and transparency in trades. The secondary market 
will facilitate easy entry and exit for investors with low transaction costs. Development of an 
active secondary market will be supported by central bank policies which aim to develop a 
deep and liquid money market with an active inter-bank market.

12.7 Secondary market trades will be allowed through the Maseru Securities Market and 
over-the-counter. A central reporting arrangement of trades will be developed at the central 
bank and information on trading will be disseminated to the public on a timely basis. Clearing 
and settlement of financial market transactions involving government securities shall be 
based on delivery-versus-payment system that would aim to minimise credit risk. 
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12.8 A consultative process with major financial market participants will be adopted by the 
government for embarking on key initiatives related to the development of its securities 
market. The government will establish an active investor relation programme with market 
participants. A road map for the development of a diversified and liquid government 
securities market will be prepared that would guide its development over the next five years.      

13. Cash Management
13.1 Efficient cash management will be critical to support a well-planned debt 
management operation. To even out the intra-year volatility in government cash flows, the 
government will issue Treasury Bills as part of its cash management operations. 
13.2 To support efficient cash and debt management, the government will generate robust 
cash flow projections over the immediate quarter of the fiscal year which will be shared with 
the central bank for its liquidity management. 
13.3 To provide flexibility in debt and cash management operations in the event of any 
economic shock or temporary financial market disturbances, the government will maintain a 
liquidity buffer consisting of cash deposits placed at the central bank. The government will 
establish a minimum level of liquidity buffer which will be maintained at all time to meet its 
payment obligations as a cushion for unanticipated events. 

14. Contingent Liability Management

14.1 Subject to approval by the Assembly, government guarantees on third party debt may 
be extended to state owned enterprises (SOEs); private companies; micro loans to individuals 
provided through the Partial Credit Guarantee Fund (PCGF); and to Members of Parliament 
(MPs) and statutory position holders as personal loans.
 
14.2 The government will continue to provide interest free loans to MPs and statutory 
position holders for the duration of their term in office. In the event that the government’s 
term comes to end prematurely, the government will not extend guarantee facility to the 
returning MPs and statutory positions who still have outstanding loan balances. Alternatively, 
those returning MPs may choose to set off their outstanding loan balances against new loans. 
The government will continue to provide partial credit guarantee to PCGF till the corpus 
provided by the government has been utilised. In the meanwhile, an external evaluation of the 
scheme will be undertaken to inform the government on its continuance or otherwise based 
on a comprehensive cost-benefit analysis. 
    
 

4
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14.3 Guarantees on third party debt to the private sector may be provided on an 
exceptional basis based on national development priorities of the Government as per the 
National Strategic Development Plan (NSDP) and in cases of systemic risk to the country, 
through a comprehensive framework designed with appropriate risk transfer mechanism. For 
supporting the private sector, the government should focus on providing an enabling 
environment for private sector activity that would ensure their self-sufficiency to create 
growth and employment opportunities. Where it is considered necessary to support private 
sector entity for strategic development of the economy, like development of infrastructure, 
the government may consider engaging in a Public Private Partnerships (PPPs). 

 14.4 Government guarantees shall be approved by the Minister for recommendation for 
final approval by Cabinet and the Assembly. Before a guarantee is submitted to the Minister 
due diligence will have been exercised by PDAMD. All proposals related to Government 
guarantees will be processed, monitored and recorded by the PDAMD in the Ministry. 

14.5 Any guarantee issued, when called will constitute an unconditional obligation of the 
Government of Lesotho and will be settled through its Consolidated Fund without any 
appropriation. The issuance and management of government guarantees will be undertaken in 
line with the procedural guidelines as formulated by the Ministry of Finance.
 
14.6 Guarantees will be provided to finance projects which return positive net present 
value. Guarantees may also be provided when the proposed project cannot be financed at a 
lower cost without a government guarantee, which would otherwise make the project 
financial unviable. 
 
    
 

4.  This is to curb a two pronged moral hazard by benificaries.
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14.7 Government guarantee will be issued only after a detailed assessment of the financial 
credit risk by PDAMD. PDAMD will develop an appropriate methodology for credit risk 
assessment . To determine the repayment capacity of a guaranteed loan by the beneficiary, a 
detailed assessment should be made based on the beneficiary’s recent economic and financial 
performance as well as its future prospects. For issuance of new guarantees, the credit risk 
assessment will inform on whether a proposal for loan guarantee will be issued or not, the 
extent of the guarantee covered by the government and the pricing of the guarantee. For 
outstanding guarantees, the credit risk assessment will inform on the amount of provisioning 
required in the eventuality of the guarantee being called. 
 
14.8 The beneficiary will pay to the government a once-off management fee of 0.5 percent 
after the approval of the guarantee and an annual guarantee fee as determined by the Minister. 
The management fee and the guarantee fee will be deposited in the consolidated account. 
Based on the credit risk assessment and the financial capacity of the beneficiary, the 
government may also provide partial guarantee to the beneficiary. 

14.9 In the event of a guarantee being called, the government will make necessary 
arrangements to make payments on behalf of the beneficiary from its consolidated fund. The 
government will also enter into an agreement with the beneficiary to recover the payments it 
has made on behalf of the beneficiary. The financial terms of the loan recovery agreement 
will be determined by the Minister after due consultation with the beneficiary. 

14.10 Guaranteed funds shall be disbursed according to verifiable agreed milestones to 
ensure that funds are used for the purpose they were originally intended. There will be 
disbursement linked indicators (DLIs) against which progress on each milestone can be 
verified . Disbursements from the fund will be made through one of the following 
disbursement methods, direct payments, replenishments, or reimbursements.

14.11 A robust reporting arrangement will be put in place for the beneficiaries of government 
guarantees to report to PDAMD on their debt position and debt service payments every 
quarter on a periodic basis.
. 
 
    
 

  5. PDADM can be given the authority to source an external credit risk assessment agency for complicated proposals
  6. This is to avoid funds being used for purposes other than for which the guarantee was issued.

6

5
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15. Government Lending and On-Lending 

15.1 Lending and on-lending operations by the government will be restricted to SOEs. 
New loans will be provided to SOEs to finance projects which return positive net present 
value. Loans will be provided when the proposed project cannot be financed at a lower cost 
without alternative available credit. 

15.2 Government loans and on-lending to SOEs will be issued only after a detailed 
assessment of the financial credit risk by the Ministry. The risk management framework will 
be similar to that for guarantees. To determine the repayment capacity of a borrower, a 
detailed assessment should be made based on the beneficiary’s recent economic and financial 
performance as well as its future SOEs’ growth prospects. The credit risk assessment will 
inform on whether a proposal for loan and on-lending facility from the government should be 
approved or not, as well as the volume of the loan or on-lend amount and its financial terms 
of repayment. For outstanding loans, the credit risk assessment will inform on the amount of 
provisioning required in the eventuality of the scheduled interest and principal receipts not 
being recovered.
  
16. PDAMD Roles and Responsibilities

16.1 The PDAMD headed by a Director and under the general supervision of the Principal 
Secretary in the Ministry, will be responsible for executing the government’s debt 
management policy objective of minimising its financing cost over the medium to long-term 
taking account of risk. Its responsibilities will include the following:

a. Prepare any policy measure and legislation with regard to regulating the debt management 
operations; 

b. Participate in the preparation and updating of the annual Debt Sustainability Analysis;

c. Prepare and update the annual Medium-Term Debt Management Strategy;

d. Prepare, update and implement the annual borrowing plan of the government including the 
preparation of an auctioning calendar and issuance plan;

e. Coordinate and lead loan negotiations, government lending, on-lending and guarantees, 
including assessment and management of risks;

. 
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f. Manage investor relations and coordinate rating exercise by credit rating agencies.

g. Act as the principal in the issuance of government debt securities on behalf of the 
government;

h. Evaluate and monitor all borrowing and monitor debt-related transactions to ensure that 
they are within the guidelines and risk parameters of the debt management strategy;

i. Monitor, record and report public debt data;

j. Ensure timely payments of government debt obligations to its creditors;

k. Maintain an integrated and accurate database for all debt instruments, lending, on-lending 
and loan guarantees of the government; and

l. Prepare the annual public debt management report.

16.2 To deliver its functions effectively, PDAMD will require a full staff complement with 
strong multi-disciplinary skills in areas including economics and finance, portfolio and risk 
management, the use of information technology and specialised analytical tools. Within 
available means, PDAMD will ensure that its staff are well trained and equipped to perform 
their duties competently. 

16.3 Staff of the PDAMD will be subject to a Code of Conduct and a performance framework 
in line with the government’s overall Performance Management Policy framework.

17. Central Bank of Lesotho Roles and Responsibilities

17.1  The Central Bank of Lesotho will discharge its duties on the instructions of the Ministry 
of Finance in accordance with an Agency Agreement to be agreed by both parties as well as 
relevant procedural guidelines developed by the Ministry. 

17.2 As an agent of the Ministry, the central bank will be responsible for issuance, 
payment and administration of government securities. The central bank will provide the 
auctioning system for issuance of securities, registry and depository system for keeping 
records on holders of securities, and the payment and settlement system for effecting 
transactions on securities.  
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18. Coordination with Fiscal Policy

18.1 To assess public debt sustainability position of the country, PDAMD shall participate 
in an annual debt sustainability analysis exercise undertaken by the Ministry. The debt 
sustainability analysis will serve as an input into the Medium-Term Fiscal Framework and 
provide the basis to inform the Minister on a timely basis of any impending deterioration in 
debt sustainability position which should warrant corrective policy measures, including fiscal 
adjustment. 

18.2 PDAMD will monitor any emerging debt sustainability problems based on portfolio 
risk analyses and market reactions observed when conducting debt management operations, 
and inform the government on a timely basis. Specifically, if the government’s gross 
financing need exceeds 10 percent of GDP in any fiscal year, which can create market stress 
and liquidity problems, the situation should be flagged to the Minister.

19. Coordination with Monetary Policy

19.1 Monetary policy operations shall be conducted within the framework of government 
debt management. There will be a clear separation between debt management and monetary 
management to provide policy independence to the respective areas. 

19.2 Coordination between debt management and monetary policy will be undertaken 
based on the following principles:

a) Central bank will be prohibited to provide any credit to the government except 
through ways and means advances within the limit of 5 percent of the average government 
revenue in the preceding three years. The credit should be repaid within 30 days from the end 
of the fiscal year.
 
b) Issuance of Treasury Bills for monetary and fiscal policy purposes will not be limited 
to any maturities. However, upon close coordination between the central bank and the 
government there shall be a distinction as to whether the issuance is for monetary policy, 
fiscal policy, or cash management purposes.      
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c) In the event of issuance of government securities for monetary policy purpose, an 
annual volume of such securities will be agreed between the central bank and the government 
based on the budgetary statement and the ceiling. Issuance of securities exceeding the agreed 
amount for monetary policy purpose can be reviewed during the year, if warranted by any 
macroeconomic developments.

d) To ensure that financing and monetary policy do not get blurred and that 
government’s finances are under control, the proceeds of resources raised from issuance of 
government securities for monetary policy purpose will be placed in a blocked account at the 
central bank which cannot be accessed by the government for any other purposes. The only 
exception could be to use the blocked resources for purchase of foreign exchange reserves or 
a currency swap to defend the exchange rate peg. The blocked proceeds can also be used as a 
collateral for a swap arrangement with other counterparty provided the maturity of the swap 
agreement is shorter than the maturity of the government security used for monetary policy 
purpose.  

e) Interest cost associated with the issuance of government securities for monetary 
policy operations will be shared by the government and central bank based on an agency 
agreement which can be reviewed every two years. 

f) To ensure that it does not influence the market clearing rates at the auction of 
government securities, the central bank will be prohibited to purchase government securities 
from the primary market. However, the central bank can freely purchase and sell government 
securities in the secondary market within the framework of its monetary policy operations.

g) To ensure separation of debt management with monetary policy objectives, all poli
cy decisions related to the issuance and redemption of government securities will be 
governed by the ministry. This will also include decisions on approval of the auctions 
allocation, determination of the cut-off rate used for auction of government auctions, 
including issuances for monetary policy purposes.

h) To prevent a potential conflict of objectives between debt management and monetary 
policy, the central bank will not use yield on T Bills as an intermediate target for monetary 
policy signal. The central bank would use its own monetary instruments for policy signalling 
purpose.

i) To facilitate liquidity management by the central bank, the government shall provide 
daily cash flow forecasts for the following month complemented by weekly forecasts over the 
following quarter.       
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20. Coordination with Cash Management

20.1 A close coordination mechanism will be instituted between the Cash Management 
Unit of the Treasury Department and PDAMD in the Ministry to integrate cash and debt 
management. The Treasury Department will provide to PDAMD on a rolling basis weekly 
cash flow forecasts over the immediate quarter and monthly cash flows over the fiscal year. 
This will be eventually enhanced to the provision of daily cash flows over the immediate 
month on a rolling over basis. PDAMD will in turn provide the Treasury with debt service 
and disbursements forecasts. 

20.2 Based on the cash flow projections, the PDAMD will consult Treasury Department to 
engage in rough tuning of intra-year cash flows through issuance of T Bills. This information 
will also be used by the PDAMD to issue T Bills and T Bonds for deficit financing based on 
a monthly issuance calendar. In case of temporary surplus, the PDAMD in consultation with 
the Treasury Department may also decide to invest surplus cash.
  
20.3 The consolidated cash flow projections prepared by PDAMD after incorporating its 
planned issuance and debt service payments will be shared with other departments in the 
Ministry and the central bank to support its liquidity management operations.

21. Disclosure and Transparency

21.1 PDAMD will on a monthly basis publish statistics on the outstanding stock and 
composition of its debt liabilities and financial assets, government guarantees, lending and 
on-lending portfolio. The portfolio composition should provide information on its currency 
denomination, maturity, interest rate structure and average interest rate. Monthly statistics 
should also include      
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information on gross borrowings from various sources and debt service payments made 
separated into interest and principal payments.

21.2 The government will continue to subscribe to external reporting mechanisms for public 
debt statistics including the World Bank’s Debtor Reporting System (DRS) and the IMF’s 
General Data Dissemination Standards (e-GDDS).

21.3 The Annual Report will include outstanding stock of debt, redemption, 
disbursements, new commitments and the forex gains and losses. The Annual Report shall 
provide information on the average terms and conditions of new commitments incurred and 
guarantees issued at an instrument level during the fiscal year. Information on the outstanding 
position of risk management instruments and its performance should be provided on an 
annual basis in the Annual Report.    

22  Evaluation and review of the Public Debt Management Policy

22.1 This Policy will come into force on the 9th July 2019. The Public Debt and Cash 
Management Committee Policy will evaluate the policy at regular intervals and any revisions 
deemed necessary will be submitted to the Minister for consideration and approval.
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