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CEAPTER ONE

1.O INTRODUCTION

I.1 BACKGROUND

Ttre Ogun State Debt Sustainability Analysis (S-DSA) Toolkit- was developed by Debt

traarrag;ment office, Nigeria and reviewed by the world Bank to 8urralyze the trend and patterns

in tlre state,s pubtc Finances during the piriod of 2oL7- 2o2L while also evaluating the ability

of the state to sustain its debt in the long term (2O22-2O3L\.

Ttre DSA carried out by ogun State's Technical Team appraised recent Revenue, Expenditure,

State public Debt trJnds] and related policies adopled by the State Government, while

considering the policy thrust of the State. A sub-national sustainability assessment was

conducted using b"""lirr" scenarios and sensitivity analysis in order to evaluate the prospective

p"rro**ce of"the State,s public Finances going forward. The intention is to assist the ogun

State Governmerrf in striking a balance between the State's programs execution and new

borrowings by utilizing recent trends in the State's Public Finances'

I.2 SUMMARY OF FINDINGS
The state exhibits a debt position that if well managed appears sustainable in the long term'

A solid debt positior, ,"",rits from the State's stron[ performance in terms of mobilizing IGR

underpinned by the successful tax administration ieforms introduced recenfly, its better

management of recurrent expenditure growth and its moderate levels of public debt' Given

the State,s own forecast for the 
""orro*! 

and. reasonable assumptions concerning the State's

revenue *a 
"*p"rditure 

policies goini forward, the long-term outlook for tl:e public debt

appears sustainable.

The debt management stratery of the State was developed to ensure that the State

maintains a11 aaJquate cost of &rryirg debt and an admissible exposure to risks. A prudent

debt management stratery "*"rg"i fr6m the State's reliance on a mix of sources of finance

(both domJstic and extJrn"f). dV tfre S_t{9 projections revenue is expected to rise from

Nl4Lr7L2 bitlion in 2021 to rg43,769 billion i" 2031. Expenditure is also anticipated to

move from N214,Og1 billion in 2o2l to N1r165.9 trillion Ln 2031. The resulting defrcit is to

be financed by a combination of domestic and external loans.

The debt stock of the state as at year 2021 stood at N281r993 billion with the component

being g3.g3% domestic while t]:e external debt share is 16. L7o/o. the debt stock is expected

to rise from N2g1,gg3 in 2O2L to N1r32g.O1 tritlion in 2031. This increase is huge

considering the fact that tlle State is embarking on huge infrastructural development in t]le
medium to long term. The Projects that are expected io impact positively on ttre growth of

State's GDP are being embarked upon.

The debt to State GDP is plojected to remain favorable all through 2022-2031. Even though

there are concerns majorly about the debt stock as a share of revenue performance

indicators, if the State aigressively pursues fiscal discipline as planned, the risk that comes

with this indicator will be mitigated against.

The outlook of the Nigerian economy which is the basis of the assumptions for the.DSA-DMS

exercise is expected Io improlr" ,rr*ginally based oh the following economic indicator. For

2022, the na}onal GDP is expecteJ to gro* at 2o/o, oil price benchmark set at $70, oil



production per day is expected to be 1.6mbpd whip_inflation is projected at 18% though the

average inflation rate projection for MTEF wls 13.82o/o artd' exchange rate at 410/$1 and the

global recovery on the Covid-l9 p"rrJ"*i", FAAC allocations are projected to increase in the

present and future Years.

Given the state,s own forecasts for the economy and reasonable assumptions concerning the

State,s budget and financing polic[* going forward, the medium-term cost-risk profile for

the public debt portfolio appears consislent with the debt management objectives'
/
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CHAPTER TWO

2.O OGI'N STATE FISCAL AND DEBT FRAIVIEUIORK

2.I FISCAL REFORMS IN THE LAST 4 TO 6 YEARS

Ttre Fiscar Reforms being implemented by the ogun state Government in the last four to six

years include tfr" 
-zuUfiJ 

financiJ-M;;gement- (PFM) and- Human Resources Management

(HRM) which are sub-divided into 
-e;ig"l 

R"ro1n,_eudit Reform, Public Procurement Reform'

Tax Administration Reform, and civil "service & p";i;r Reforms. These reforms led to the

enactment of state Fiscal n""po.*-itiuty 
-r,.*, 

zozo ia other relevant laws; that regulates

i*p1"*"rrtation of Fiscal Policies in the State'

These reforms have also helped in t,.e upgrading- of t,.e centrar Department of statistics to

Bureau of statistics with the "pd;t*;[, _, ihe first statistician-General in the State,

reinforcement of State Debt frfu,,.i",,,e1t-Qffile.and Central Department of Monitoring ar,d

Evar,uation, estabrishment of trr" s?.i" public privat" partnership office as an MDA with the

appointment of 
"'oir""tor-ceneral,-L"llur"n*ent 

of Bureau of public procurement in t}'e state

and the enactment of the State Public Procurem;;a (A*"ndment) Law' 2O2O with 'the

appointment of t1.e Iirst Directtr-General 'na 
u'" NLwly launched ogun State Land

Administration and Revenue Management system (oLARMS)'

The state Fiscal Responsibility Law, 2o2o for instance, provides for prudent management of the

state,s resources, ensure long-term macro-economic stability of the state economy, secure

greater accountability and t uo"prrlrrcy in fiscal operations within a medium-term fiscal policy

framework. Most importantly, th" fi;;d law spelt out procedures on how public expenditure

should be incurred, borrowing process, transparency and accountability in govefilance and

principles of sound financial management'

2.2 Og'n State 2022 Revised Budget and the proposed Medium-Term Brpenditure

Framework (MTEFI, 2023'2o.25

2.2.1 2022 Revised Budget

Tne2o22RevisedBud'getwasprepared'amidsta.challenginggl.g4anddomesticenvironment,
the resulting global economic ,""i*"io, caused by t1.e 6OVlp-19 pandemic and t1.e Russjan

ukraine war, these had direct l*p""t on-the-oil-pri"" ana nligrrtened global economic

uncertainty have had important implications for our economy'

Based on the foregoing reforms, ogun state 191'l revenue available- to fund to,e 2022 Revised

Budget i" ""tim"["d 
"at N4so:99"b1[lon. ftris i.rciuaes Internally Generated Revenue of

N16o.1z b*rion, statutory auocation of N4B.1o tiulorr, varue Added rax of N26.59 billion,

other statutory Revenue t"g no"""" cruae oil) of ng-gr'tiuion, capital Receipts of N182'73

billion, Opening Balance of N35'O8 billion'

An aggregate expenditure-of N45O.99 billion for ogun qt1t". Government in 2022' The 2022

Expenditure comprises of P*,-n"payment^(I"!"t;"?;a 
etio"ipal) of N28'o1 billion' other

recurrent o*p"rJit ie NIsa.aB billi;; ;d Capital Expenditure N268'5o billion'



2.z.2lndicative Three-Year Fiscal Framework

Trne indicative three-year fiscal framework for the period 2o2g-2o25 is presented in the table

below.

Ogun State Proposed Medium Term Fiscal Framework

Particulars

MDAS

Cternally-- Generated
Revenue (OGIRS)

InternallY Generated

Revenue (MDAs)

Sub-Tota1 (IGR)

i-xrpnxal t oANS

TOTAL
RECEIPTS

ETESSERUDE orL

STATUTORY
ALLOCATION

YW;ffi W,ffi,/&M"WnffiW,/WW/1.,{.W/./ffiffi .

W W
W
W W

WW

W WW WEXTERNAL LOANS WW WW W W
TO-TAI, GRANTS W

W W

W W
VAT WWWM.W W Worel reac W WWOPENING BALAI\L'E WW

rrrrrrrrrrrrrrrrno TOTAL
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, ;tn State Expenditure Projections (2023 - 2025)

PARTICULARS

kpenditure

?ersonnel Cost

Cverhead Cost

Consolidated Revenue Cost

Public Debts Charges

Total Recurrent &rpenditure

Capital Expenditure

2.2.2 The Key ObJectlves of 2022 Revlsed Budget

i. Gradual ease of the global lockdown measures, flattening the pandemic curve
coupled with the gradual increase in economic activities and the herald of the new
financial system in the public senrice that ensures adherence and financial
discipline.

ii. Considerate limits for expenditure to ensure low fiscal deficits and sustainable
levels of public debts

iii. Cpeating a framework in which public funds are allocated optimally and cost-
effectively to meet Government's policy aims, thus ensuring improvement of key
performance indicgLtors in Ogun State. /

iv. Creation of enabling environment with focus on transparent public financial
management system; to attract both local hnd foreign investments and encourage
Public-Private Sector Partnership with sustained Finance and Economic investment

v. The present administration's strategic imperatives and implementation road map
onriveffi:Sfl"jiJ:?Htm"fflHlr.rt,rndustriatizattont;

/



Social Welfare and Well Being (Healthcare, Housing, environment and
Physical Planning, Water and Waste Management);

: I3xrBTJIffi -13X*:1"#lT:ljL,"r,ip, cre ative Arts,
Entertainment); &
Agriculture (Food Security, Cash and food Crops, Plantations, Forestr5r,

Fisheries).

2.2.g Medium ierm Policv Obiectives and TarEets: This shows the implicatioa of the
forecast on fiscal and debt polieies for the llfledium-Term Budset for ]tears 2()23-
2425.

Ttre overall medium-term policy objectives are;

1. Tlne 2023 - 2025 fiscal objectives will continue with its year 2022 fiscal stratery which will
be to intensiff increased revenue to direct resources to most productive and growth-
enhancing sectors while upholding social safeguards.

2. ' Government will also take advantage of private capital to supplement capital allocations
from the Budget. The highlights of Government fiscal stratery include:

i. The revenue d.riven budget approach through the Medium-Term Revenue Stratery
(MTRS) is expected to assist the State Fiscal sustainability drive and endear
potential investors to the State economy

ii. Enhancing economic growth and ensuring inclusiveness.
iii. Promoting economic diversification
iv. Maintaining macroeconomic stability
v. Increasing revenue generation

vi. Re-balancing the distribution of Government spending
vii. Improving quality of spending
viii. To tilt capital investment funds towards Government Key priority areas.

ix. To use the budget to deepen the goals ofjob creation, poverty eradication and
wealth creation.

x. To sustain the ModifiedZero-Based Budgeting (Modified ZBBI & MTSS across all
MDAs and Budget profiling for cash management.
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CHAPTER THRTE

3.1 Revenue

Ttre ogun state's total revenue increased from N115,852 in 2OL7 to N140,845 in 2018 by

2l.S7o/o,but declined in 2oLg to N125,690 also declined LrL2o2o to N109,693 by -L2'72o/o'The

total revenue increased to N141,712 ir:2}zLby 29'l9o/o'

Ttre Gross FAAC Allocation tJrat comprises the statutory allocation, d_erivations, VAT allocation,

exchange rate gain, augmentatior. rri.orrg others increased from N4O,8O6 in 2OL7 to N54,119 in
2OLg by 32.630/o but dEctned in zotg tJ Nsg,zsl from N54,119 in 2OL8 by 0.630/o and also to

N51,52g Ln 2O2O from N53,7g1 in 2OLg by 4.L9Yo. The Gross FAAC Allocation increased to

N60,356 trr2O2L.

Ogun State,s Internally Generated Revenue (IGR) showed a growth during the period under

review, the IGR increaJed from N74,836 in 20'17 to NA+,SS  trL 2OL8 by 12.99% but declined in

2OLg to N71,002 from Ng4,554 in'2O18 by L6.O3% and to N50,697 Ln 2O2O from N71,002 in

2OLg by 28.60%. The IGR increased to N76,677 rtl.2021 from N50,697 Lr,2O2Oby 5l'24%

Details 20L7 2018 20L9 2020 202L

N'OOOTOOO N'OOOTOOO N'OOO,OOO N',OOOTOOO N',OOOTOOO

Total Revenue 115,852 140,845 L25,690 ro9,693 L4L,712

Gross FAAC Allocation 40,806 54,119 53,781 51,528 60,356

IGR 74,836 94,554 7l,oo2 50,697 76,677

Grants 2to 2,r72 907 7,468 4,679
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Chart 1: Revenue (N$ million)

150,000

140,000

120,000

100,000

80,000

60,000

40,000 ^"-- .*-

20,000

z}tt 2018 2019 2O2O

n Gross FAAC Allocation {rx IGR I Grants 

-Total 
Revenue

Details 20L7 2018 20L9 2020 2o2L
N'OOO,OOO N'OOO,OOO N,OOO,OOO N'OOO,OOO N'OOO,OOO

'Tnfal E-.*ncnrlifr 172,956 176,515 152,090 129,288 2L4,O8l

Personnel 45,806 44,915 50,415 48,220 60,L76

Overhead Costs 37.170 36.177 36,965 33,960 43,32L

Debt Service (Interests + t
Amortizations) 16,766 18,993 29.291 L6.621 28,2O3

Other Recurrent ExPenditurqq 0 o 0 o 0

Capital Expenditure 73,2L3 76,430 35,418 30,487 82,381

3.2 Drpenditure Performance

The state,s Tota] Expendiflrre includes capital Expenditure, Personnel costs, overhead costs'

other Recurrent Expenditure, and Debt se^r-'ice (inlerest payment and principal repayment)' In

2o2l ogun state total expenditure amounted to N214,0sIuruion coaPared to N172,956 billion

as at end-December 2o!T,which represent a growth of N41.13 billion or 23.78 percent' The

personnel cost stood at N45,806 biliion in2Ql7,N44,g15 billion +2018, N50'415 billion in

2llg,and N48,220 billion in 2o2o u,,d Noo,176 LrL 2O2L respectively' The overhead cost stood

at N43,321 billion tn 2O2L 
"o*prr"d1o 

N33,960 billio_n_in 2ozo. capital Expenditure amounted

to N82,38 | in 2O2!,N30,487 billion in 2026, N35,418 billion in 2079, N76'430 billion in 2018'

N73,213 billion ii'Z,Oti r"spectirrely. ttre-fo1{-Debt Service that comprises the interest

pa5rment and principal repayment stold at N28,203 billion as at end-December 2021 compared

io ttUtO,ZOO billion as at end-Decembet 2OL7 't

F

l,I
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M0v*rheari Co*t*

tPerssnn* 
-:-^':^^cl s othsr R*current fixp*rditures

X D€bt Service tlnterests+Arnortizatio*s) 
S C

sTotal Expendkure

lwCs$iral S$*ttditurs

ilrIi,+g r billion b 2o2o'

,1f .ffl 2020 202L
DIIRLIC DEBT' TUS

20^L7 - 
20LA

N666166
ZvLz

u-ooo,ooo J

181'199

x-ooo,ooo
ffi--soPoo

N6oo,ooo I

132,246

281,993
rDf29- 172J33 s3fo8,30.8s'i

236,399zl,zos 153,491
e8223 141.896

1O5r94q

3.3 STATE DEBT PORTFOLIO ' 2OL7 - 2O2L

:lH:::,"l.x#;r#;#;z;:ri:Iil?i:T":#*:f y*?lBH'#.:
Rru;,iltii,i"'J::'rT#;;lifl::ifi #*::,iltH#1"Jrr'!#.Tffi iih4Rffi ,ilTii,i"'J::":."1'ffJxi'"*1;.;;'*"#:x"#f"ffi TJffi ;r*:ttl;Efr4Debt
so64%rheincrea".-,H:"J:,-.T i:1:*":T#i:ti[*'mm*,T$11,iffi 

,il:*ufgz,tgg billion as at €rr(r-t-rvv"'*- 
rua stock was reflected rn ooLrr r-rv*' 

ioio to N45,594 billion

i*fumirs,"**+ifJ[Ir*;;"ffi,f'#:f:?i:'i,T.il.*;;"'i'2o2t*'mso.64%. The increase 1I, LrrE 
increased fr9*.N33.'/ud' pruru, "'6g 

uituon in 2o2l from

ms;f *i,,3t$:"Gl-:"XtrJ3ilil'"i;iri-""u'in"'"'""dtoN236'I

tl

oO*nt n, ExP*ndit*re tN* milliml

roo$CIO

rso,0CIs

1{}{},0Q*

:0,CI00
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Chart 3: Debt Stock {N$ million}

zrytv :018 2019 ?620

X Sxt*fi:;al ffi::Dor*csriq kgutst*ndii*g Debt {C}d + lYew}

zffi.1:

chart 3: shows a sharp increase in the Debt stock from N132 ,246 billion in 2017 to N2g1,gg3billion in 2o2L' due to receipt of the Differentiated cash Reserve Requirement (DCRR), ogunstate Economic Transformr'tior. Project (oGSTEp), E*""*" crude Account Backed Loan andBudget support and infrastructure toans alongside with the satary arrears Bailout Loan.
ogun state Debt Portfolio as at the end of 2027 consists of external debt N45,594 billion orl6'L7o/o and Domestic debt was amounted to N236,3g9 billion or g3.gs% respectively.
ogun state holds a medium cost and medium risk debt portfolio. The debt portfolio has anaverage domestic interest rate of 1L.8% and average external interest of 2.o%o ln 2o2L.The statedebt portfolio is minimally exposed to currency, ,111o.r"r, and interest rate risks. Exposures tocurrency fluctuations is limited because the foreign 

"ro"r"y-denominated loans are onlyl6'L7o/o of total debt stock in 2021. Most all the loans in ogun 
-st"t" 

are fixed-rate obligafions,thus not affected by changes in interest rates. A 1,';;"-re;; ;I;""" loans have maturitiesranging from 10 to 35 years and include financing from the Federal Government andMultilaterat organizations. Therefore , ,otloreiirltirrro"i.rg risk associated with potentiatdeterioration of domestic financiar conditions is reasonably negligibr". 'o'"totto wltn p

ogun state Debt Service arnounted to N15,o5g billion, N16,g62 billion, N1g,115 billion,N16'449 billion and N27,651 for 2o.L7,2oL8, i,otg,2o2o *rd,2021 respectively. The principalrepayment stood at N17,603 billion in 2021 compared to Ng,024 billion Ln 2o2o.
while Interest Pa5mrent amounte& to N1o,o47 billion tn 2021 compared to Ng,425 billion in2o2o' The principal repayments and Interest e"y*"rrt made were on both External Debt andDomestic Debt.

72
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See Chart 4 and 5f.

Chart 4; Priciprl Repayntents {N$ millior,] --i
20,000

1&0oo

i6,000

i4,mo

12,000

10,000

8,000

5,000

4ro0

2,000

0
3S17 ?S!^8

Xtxternal ffinw**stic

201.9 202* 20?l

rpfip6ipsl Repayn:ent {Old + New}

Details 20L7 2018 20\9 2020 202L
N',OOOTOOO N'OOO,OOO N'OOO,OOO N'OOOTOOO N'OOO,OOO

?rincipal
Repayment (Old +
\ew'l 5,L42 7,L44 8,294 8,O24 L7,603

External
94 326 317 326 L,2L3

Domestic
5,O47 6,818 7,977 7,698 16,390

Details 20L7 2018 20L9 2020 202L
N'OOO,OOO N'OOOTOOO N',OOO,OOO N'OOOTOOO N',OOOTOOO

-::terest Payment
,fld + Newl

9,917 9,817 9,82L 8,425 LO,O47

rxternal 78 , 133 98 130 34L

)omestic 9,839 9,684 9,723 9,295 9,706
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Cfi*rt 5: lntarest Payments {N$ mitrlion}
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CIIAPTER FOUR

4.O DEBT SUSTAINABILITY ANALYSIS

A debt sustainability analysis (DSA) assesses how a state or nation's current level of

debt and prospectiv" borro*ing affect its present and future ability to meet debt service

obligations. It is a consensus that a key factor for achieving external and public debt

sustainability is macroeconomic stability. The concept of debt sustainability refers to

the ability of th" Government to honor its future financial obligations. Since policies

and institutions governing spending and taxation largely determine such obligations,

debt sustainabilitJ, ultimaiely refers to the ability of the government to maintain sound

fiscal policies over time without having to introduce major budgetary or debt

adjustments in the future. Conversely, fiscal policies are deemed unsustainable when

thiy lead to excessive accumulation of public debts, which could eventually cause the

Government to take action to address the unwanted consequences of a heavy debt

burden. Government therefore should endeavor to strike a balance between revenue

and expenditure, so that any debt incurred will not impact negatively on the state

leading to serious financial crisis.

OGUN STATE DEBT SUSTAINABILITY ANALYSIS

Chart 21 shows Debt as a percentage of State GDP (with indicative threshold 25%l

The sustainability position of the State's Total debt portfolio in the fiscal block

fluctuates between 2OtT and.2021 and shows a gradual ascending trend from 2O2l to

2O2S in chart 21 but there was a decline after 2025. The ratio was L2125 in 2026 and

reduced toZl2S in 2031. The total debt portfolio to SGDP is within the threshold from

2OLT to 2031 suggesting room for further borrowing under the right circumstances.

Based on this, the State's GDP have potentials for growth and can also accommodate

the State's debt stock, with minimal effect on the State economy.

Chart 22 shows the Debt stock as a percentage of revenue. The percentage is below the

tlrreshold from 2OlT to 2022 but was above threshold from 2023 to 2027. The

percentage was also below threshold from 2028 to 2031 due to various reforms in the

State's revenue drive. 
n

Chart 23 shows the Debt Service as a percentage of revenue. The percentage is below

the threshold from 2Ol7 to 2031.

Debt Service as a percentage of Gross FAAC Allocation (without any indicative

threshold.) percentage kept fluctuating from 37o/o in 2Ot7 to 89o/o in 2O31.

15



rest payment as a percentage of revenue revealed that the maximum exposure of

state,s interest towards revenue was 16yo ln 2o^s and' L'o/o in 2026 with over-al,

: - sirive outlook. 
L1_ -

- - cking at the External Debt Service aS a percentage of revenue, the maxlmum

:.:posure of the so,"," External Debt service towards revenue was 2oh in years 2025'

-)29,2030 .rraiosl which shows that the External Debt of the State was properly

:::anaged.

The State has put in various Tax Administration reforms to strengthen its IGR in order

to sustain its debt, these include the enactment of new Revenue Administration Law'

Land use charge Administration Law; with these new reforms adopted by the state

16

4.I MEDIUM -TERM BUDGET FORECAST

Debt sustainability analysis of the state is predicated on the continuation of recent

efforts to grow trreicn of tn" state annually by average of 45o/o in the medium term'

Theeconomyisexpectedtogradually.,:":y",from2o2t-2o24,withrealGDP
expanding at an average "rrrr.*-i 

rate tf 3'18% and domestic inflation at l3'82o/o

between 2o2g and,2o2s. The mod.erate recovery will be supported by economic growth

through diversification and increase in the share of veT. The Tax Administration

reforms adopted by the state cou"rrr*ent wil Jso strengthen resources provided by

IGR, as well as ,L*"rorrs industries that are being attracted to the State through

industrial izationdrive, which are expected, to continue in the next few years' Also' the

construction of ogun state Economic Deveropment c*1sters. (EDcs) across six (6)

cluster in the state and Agro c"rg" airport willloo"t the state's profile to become west

AfricanTradeHub.This*i11b"r"nttn"stateeconomyimmensely'

Ogun State Debt burden as at end'2O2t

INDICATORS

Debt/ SGDP

Debt/Revenue

OeUt Service/Revenue

P"t"ottttel Cost/ Revenue

fficAllocation
Interest PaYment/ Revenue

External DeEt Service / Revenue



Government, the IGR of the state is expected to grow in the next.few years from sales of

land at the Economic Developrnern cirr*", ^.ri-it 
e Lrotropolis, this will benefit the

State towards overall economic ;;";""t1' on the;'h"t hand' the Civil Service Reform

policies being implemenEd.*1,1 regards to p"r"on,,"r ""a 
overhead cost, are likely to

d,ecline these "o"i" 
from their rri"iori"a trends. Furthermore, monitoring of expenditure

through revel of author izarton*J-.pproval for recurrent and capital expenditure would

"""i"ii" 
reducing expenditure generally'

4.2 BORROUITNG OPTToNS a'df.t Lt t

og*n state Government intends to finance its new borrowing from 2022 to 2031

mainly through co**"r"ial Bank Loans (maturity r. to 5 years)-estimated. .at 17 '5o/o'

Commercial Bank Loans tq,"t rqi*; ::-t:-ld, 
i""i'ai"g CBN Intervention Loans:

D.RR) estimated at 9oh, state rLrd" (maturity-6 y"r.r" or longerl at l7o/o and other

Domestic Financin g at L7..5"t, o'*' projection p.riJal""*rryq .,iitri External financing-

concessional finanJing which *.-" JJilated at z;i, ii" to-ttr" limited funding envelopes

from the external birrowing_ with rong pro""""irrg time required for loans from

irrriiil"r"ral and Bilateral Creditors'

of variablga &t
llewSomestic Financing

1m1tur1W 
l-f^o

;";;;t", including 4Cl':, --1ot""'
inrrJ,"tru
L ritY 6

;;; ;' longer, including IFJ#*tS*3"'i"il*tt"-"t";" i"""", ""a 
usvlBoP Naira

ffiaturity 6

iffi;b"#ttl,t Financing

New Extefiat Financing

sional

;;;; (e.s., world Bank' African
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4.3 DSA SIMULATION RESULTS

Recent shocks underscore the Y:1'^-:"^1i"" ::-:'fc;;|'I"3'5;1'9"'"3|":ilH:::
ffi:trJ*?"5;13:xr:"itl"ffi::#;"1" 

o" oil revenue sources' Government

remains committed to using innovative ways to raise the revenues required to finance

its expenditure "rra 
airr"r"ifyirrg its revenu" "";;;;' 

if'" medium -term target is to

increase the Revenue-to- GDp ratio to average 
-ot 

s'tr. Higher revenue collections will

enable government to deliver public services *or" effectively, enhance infrastructure

investment, and improve investment in human capital'

ogun state Total Revenue (incruding grants and'excluding other capital receipts) is

expected. to irr"r.""" from N14ui; 
-bi[io, i" iont to t'tg+ g,T69 billion in 2031

representirrg .o-irr"r"ase of Ngo-2,osz billion or 565.9 To/o oyar the projection period'

Gross FAA. Alrocation projecteJ io gro* rro*-N00,356 billion in 2o2l to N299'454

bilrion in 2031 which is expected to increase ulnze-219.98.billion or 396'l4oh a"'d

Grants red.uced from N4,67g uittion in 2O2t to rii'gzg-uittio. in 2O31' The projections

were sources from the ogun s*i. Audited Financial statement, Approved2022 Budget;

MTEF 2o2g_2o25; 2026-20gr projection" "" "",i*ated 
by the rrninistry of Budget and

Economic Planning'

The Internally Generated Revenue (IGR),s tor system will be further strengthened over

the medium term by improviig 
'collection, 

"in"i"""v, 
enhancing compliance and

reorganizing the business pr."ii""" of ,"rr".rr" 
-rg"""ir" 

-in 
the state as well as

employing appropriate t""rrrroio"jl- In additi;;, Jale* of- land in the Economrc

Deveropment clusters and 
"o*rir?n"ement "f 

;;;r"ti,r" at 
.the 

Aerotroplis village will

bring more ,J;;;; and br"i;;;;; in the informal sector into the tax net' IGR

estimated. to grow by N565,zsg ;irrion or zzz ii"t, (from NT6,6TT billion in 2o2l to

N642,4g6bi11ion in 203t1, over it" proj"ction period. Tl"^l:"jections were sources

from the ogun state Audited Financial statemenl, A;p-". a zozi Budget; MTEF 2023-

2o2s; 2026-20gl projectiorr" ." "stimated 
uv"itr" 

-oiinistry of Budget and Economic

Planning.
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As a result of the State,s modest increase in GDP, great improvement in IGR, increase

in personnel, overhead costs, and capital Expenditure. The increased in projected

expenditure increase the debt through Primary Balance.

Ogun State's Debt Stock estimated to increase from N281,993 billion in 2O2L to

Nl,329,011 trillion in 2031, representing an increase of N1,O47,O18 billion or 371'29Vo

over the projection period. External OiUt projected to grow by N2O5'141 billion or

44g.ggbetween 2o2l and 2o31 and Domestic Debt to increase by N841,877 billion or

356.13%o over the projection period'

Chart L8: Debt Stock (N$ million)
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OGUN STATE MAIN FINDING

The Baseline Scenario results shows that the ratio of Debt as ao/o of GDP is projected at

S.Z8o/o in 2021, gyo in 2022, lOo/o in 2023, l2o/o in 2024, L3o/o in 2025, l2o/o in 2026,

llo/oin2027,lo%oin202g,go/oin2029,80/oin2030 and70/o in 2031 respectively, as

against the indicative threshold of 25o/o.

The ratio of Debt as percentage of Revenue estimated at L99o/o in 2021, I95o/o in 2Op'2,

22g% in 2023,254% in 2024,254% in 2025,2O5% in 2026,2Oto/o in 2027, 1860/o in

2028, LSg% in 2029 , L49o/o in 2030 and 14 Loh in 2O3l '

Meanwhile, the ratios of Debt Service to Revenue and Personnel Cost to Revenue trends

remain under the threshold over the projection period from 2022 to 2031. This is based

on the fact that the internally Generate revenue of the State will increase tremendously

through the sales of land in the cluster area and returns from the Cargo Airport. Also,

the strongminded efforts by the State Government through its various initiatives and

reforms in the key sectors of the economy.

The state debt will be sustainable in 2022, 2028, 2029, 2030 and 2031 with the

following ratios 195, 186, 159, 149 and 141 respectively. However, the debt of the State

will not be sustainable in 2023,2024,2025,2026 and 2027. The State government

through its various revenue strategies and reform will refinance some of the debt in her

debt stock and may also resolve into financing it budget through Internally Generated

from the following:

i. Revenue generated from the newly introduced Ogun State Land Administration

and Revenue Management System (OLARMS) which allows citizens of the State to

regalartze their land title/documents online. This has a lot of multiplier effects on

the IGR of the State inform of income from Stamp DrW, Building Permit, Survey,

PAYE etc.
ii. The loan obtained for construction of major roads will be restructured once the

State complete the process of concession. This will drastically reduce the debt

stock and debt service of the State.
iii. The digitalization of Tax Payment and review of Tax Rate will plug revenue

leakage and increase revenue from this source.
iv. Inflow of more industrtes to the Industrial Cluster and activities at the Agro Cargo

Airport will bring more revenr-te the State can use to restructure/liquidate some of

it debt stock.
v. Expanding Land Use Charges to cover all the Local Governments increase the

number oi prop..ties captured under that Tax Net and the income accrued tom

the State, h"rrt", the State may resolve into having more revenue to finance it
budget

2t



The state,s revenue office is now autonomous with more competent personnel to

follow through on the state,s vision with the assistance of the up-to-date

technolory in order to surpass the projected revenue estimates in outer years'

staff verification Exercise is being- done to reduce personnel cost and by

extension recurrent expenditure, Implementation of Medium -Term Revenue

Strategr (MTRS) * *orr.irent from the traditional expenditure -based budget to a

revenue driven budget by identifying few major revenues generating Ministries,

Departments and Agencies (MDAS) aJ cash cow on improving revenue generation

and most importantly blocking revenue leakages' The Land Used Charge is also a

new revenue head "*b"dd"d 
with motivators to reduce tax defaulters'

25.00

Chart 6: Debt Stock as a share of SGDP
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Chart 9: Personnel Cost as a share of Revenue
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Chart 21: Debt Stock as a share of SGDP
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Chart 22: Debt Stock as a share of Revenue
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Chart 23: Debt Service as a share of Revenue
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Chart 24: Personnel Cost as a share of Revenue
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CONCLUSION

ogun state DSA result shows that, the state 
-is 

at the medium risk of Debt Distress

(2o2g_2o25). The Debt as a "plJ 
or cop performance indicator remains favorabl6 to

the state because the state diJ not breach the threshold set at 25%' However' the

situation is critical for Debt sto"r. as a share of revenue because the state breached the

threshold from 2o2g-2o25 which are the MTEF years in ,h:. qtoj"ction years but the

Debt service to Revenue indicator did not breacrr in" threshold. However, the aggressive

revenue drive of the state and multiplier revenue from the projects which the 10an are

used for will mitigate tlle effect of the debt distress'

TheRefotnsofthestateGovernmentwhichgivesrisetohugelncreaseln
revenue and resulting to ir.r.""" in capital "*p.odit 

re over the proJected ycars

are highlighted below:

In order to keep the debt profile of the State moderate: th." ?:* is putting together the

underlisted reforms and actions to greatly improve the Internally Generated Revenue

(IGR)andredu""p,o3""tedborrowingsinthemediumtothelongterm;

i. Introduction of ogun gtate Land Administration and Revenue Management

System(oLARMS)whichallowscitizensoftheStatetoregularizetheirland
titre/documents online. crri" has a rot of multiprier effect on the IGR of the state

in form of income from *-,"*o ruty, Building Permit' survey' PAYE etc'

ii. The l0ans obtained/to be tbtained are gearea towards major infrastructure

development €.8., r3euu-oae/Epe Rold .'r,i"t, would be outsourced for toll

collection from motorists under p'luti" Private Partnership'

l
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viii.

ConcessionofGovernmentAssetsandSalesofgovernmentbuildingby}he
Ministry of Housing' 

r

gll'tr3'1,##'$ifliiil#lkUt:",:::ffi "fffi"f,Il;d,impr'ved''iax

Giant strides 1n ItrK rrr(Jv'rz*----- 
---r -arcnnnel to

administration reforms' rrr arrrollomous with more comp€

rhe State'" '"""nt'e 
ofrice is n'w autonom"'" [:nS;;:#;3'!}"tiX?"-H-"Jl;

t*Hx",:T:tr:H ;*"ffiit*i*tux"3='ffi; i"' "'l"' vears .

Arso, the statet"""rrr*"r, nrJ Irg*"d *"*""r"1i"*-o1 U".a"rstanding (Mou)

with the Labo* u;; to.rioY{ate -11 ^rr""r" "t'Jiii-"tri*"'i" 
the next four (a)

fffi *Ji,?#^:,*r;l:#?"lTtr:ffi :Iffi 
;if 'hl"":"i"f ir;T";il:

revenue' 
a^ ernbarking on various reforms't: :::::'";";;"ne1 cost and by

. The state is also embarking on various reforms to b10ck revenue leakages'

"ltllJ:lg}f 
":ii:"f,,:f 

-mild#';"ilffi --""'*Revenue

Stratesr orrmst , movemenl iffi ir," t -aitiolli"*p"*'Y:":rffif-t$?fi=tni

revenue arirr"i'u1r;;" ;t ia"rrrirvi"g few. aajor 
revenues'*"t;;;;;-" 

Benllation

'JlTff H#ti#fi*ii;1*fti'i51#":11ff:'"ffi 
;;n;dcharge

as a new ,"rJri.r" t "aa "mUeaEed 
with *oti"^-ioo to reduce tax defaulters'

ix.
x.

4,4 DSA SENSITTVITY ANALYSIS

rhe State faces importan, ::11"":;jjf,"#Jt"1""J"T:ft1:fu':iFi:iJ:i:::11i:H:;
""r"t V wide macroeconomlc

considering ,rrr"rol"orro*i"_"n."iJ"iJ-n"irw 
-n"J" ," "urr"t" 

irre robustness of the

::*1'ff :ilr"i*f:ff t:-'r".'fl *ilh#Tff ,*:r*;llr"*"Jiffi ?i-T'

external and Jom""ti" borro*ir,g" cover "* 
;J;; "tt"rir"u 

and additional

expend'itu'"'"rilu;;;" it""ri"" 
?I""'''io discussed earlier'

The 2o22DsA analysis shows that the State's debt is sustainable in 2022 but

unsustainabfe Uetw elrt 2O23':^;";O;;' y'a"' sensitivity """"O' 
the State DSA

;#rn"#:ff:::""?:il::x*x#:*P:ii:*;try;rffi 
;u::;:'1iT;

interest *t o"r.". ir,is wourd ,""ii" rr,"r"""" oi"""-'ri""*t"u xat"i#r.1T"flff"r::;

ffiH1lit3i:iil:%#ff*:"5:Tt:ffit"x"*::":il:H3#;;il""'bo.,e'ihe
threshold from 2023 to 2031'
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| ^r *arzar,rle ind,icator, the historical scenario is not factored

ith" o"ut stock as a share of revenue indicatot' 
Hffiffi"J J"""'"*io breached the

to the analysis' ttre 111e"t'" 

-""""ttio and expenditure sce

k*:m :':: ;Atage or neve11]1 indicator' revenvffi 
{li"+: 

i;,!;,
threshold u"tu""i-zozb .rra 203i, "*p""ait"'" 

;;; ;*"n"9'the threshold in

Exchange ,".. "ia 
Interest ,;-1t."r." uru ,Ji ir""ltr-,tt" threshold from 2022 to

2031 - 1t _ 6+^+a (amrefl1lrlent to further diversify the soYces of

Nonetheress, there is need .lo:lh" 
state Government;H;;;:;"""iri*g poricies lhat 

will

revenue away o"*;;;" o1 rd"l'-]" *"u "" '1n'"*ent 
far-re5;;Le 

debt stock

bolster rcn irrto"tt ""s..rtl 
i' ora"r-io tackle the effect of revenue srrur-L *' *^- - 

_ 
,

as a Percentage of revenue'

Chart I'2: Debt Stock as a shbre of SGDP
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Chart 29: Debt Service as a share of Revenue
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Chart 30: Personnel Cost as a share of Revenue
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Given the State,s forecasts for the economy and reasonable assumptions concerning its

revenue and expenditure policies, there is the. need to cut down on reculrent

expenditure in oider to reduce the deficit which can disrupt the forecast by increasing

Debt stock and Debt service payfrrent automatically. The covid-19 pandemic with its

attendant impact on the price of crrrde oil will most likely reduce the statutory

allocation to the State from the center'
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f,o onst MAI{AGEMoNT STRATEGY

Public debt management is the process "f ':lib.I:ni-,*: ^":".:*11*, fti:lfffl J;:
ffi1"-,[ttrffi?:THl,:"0:il r'Jffi; . ."i"],ne req:uired' amount of funding at the

lowest possible cost over the medium to torrg *rr, "orr"i",""l 
*ith a prrrdent degree of

risk. Debt Management Stratery examines trr" "o"t" 
and risks inherent in the current

debt portfolio, "J*", as in tn" aJiportfotios- tt *i *o,rrd arise from a range of possible

issuance strategies, considering r.*'"- such as the macroeconomics and finan'ial

market environment, the 
"rruitu"iitir, "t 

financing from different creditors and markets'

and. vulnerability that may t 
"rr" 

.r, impact o, f,it ." borrowing requirements and debt

service costs.

The Debt Management stratery provides.arternative strategies to meet the financing

requirements foi ogun State. The strategies -r" "ho*n 
by the breakdown of funding

mix (domestic a"utLd exterrr.iJ"u,t ani within the broad categories of domestic and

exte(nal, the share of each stytzJ i""t"'*"nt has also been illustrated' Following four

(4) strategies are assessed by the government' The ogun state's Debt Management

strategr, 2022-2026, anaryses the debt managem"rrt "ir"t"gies 
outcomes of the three

(3) debt management Plr-formance indicato'" "*ely Deb[ Stock to Revenue' Debt

Senrices to Revenue and Interest to Revenue. The cost is measured by the expected

value of a performance ind.icator in 2026, r" proj""ted in the baseline scenario' Risk is

measured by the deviation from the expected vaiue in 2026 caused by an -unexpected

shock, as piojected in the most adverse scenarlo'

5.1 Alternatlve Borrowing Options

strategy 1 (S1) reflects a *Baseline' MTEF Financing Mix: It follows the broad

parameters of it 
" 

nrr.rrcing mix in the fiscal yeat 2022 and' MTEF 2023-2025'

commercial Bank Loans (maturity 1 to 5 {1-1*, including Agric Loans, Infrastructure

Loans, and MSMED) accounts i;;;;t"g" oi s'ad'/" over the strategic period'

commercial Bank Loans (maturity 6 yeTS or longer, including Agrrc Loans'

Infrastructure Loans, and MSMEDF) account fot 62'92Yo'

State Bonds (maturity 6 years or longer) account for 3.2,o/o and External Financing -

concessional Loans (e.g., world Bank, African Development Bank) account for 27 '92o/o

over the DMS Period of 2O22a2O26
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100 %.

StrategY 3 (Sg)

(maturitY 6 F3r"'""?i"#:r, incruding egii" Lo"r-", rnfrastructure Loans, andfocusmoreonfinancingthroughCommercialBankLoans"+rrl

usMEDFl

In this stratery, the state Government will focus its Iinancing through commercial

Bank Loans (maturity 6 years * tor,g"', including Agric Loans' Infrastructure Loans'

and MSMEDF) 1OO%. i

strategy 4 (S4) focus its on financing through Financing Mix (External

Coocel"ional Loans and Domestic Loans)

This stratery (sa) considers financing mix of externar and d,omestic debt instmments

but not in the same proportion as strateSr one (s1)' other Domestic Financing

represents an average of 56.6Oo/o,whi1e External Financing - concessional Loans (e'g',

world Bank, African Development Bank) represents 43'4Oo/o respectively'

2(s2}focusmofeoltfinancingthroughExternalFinancing
nalLoans(e.g.rWorldBankrAfricanDevelopmentBankf

Instratery2,govetnmentdecidedtofocusitsfinancingfrom2022to2026'through
External Financing - concessional Loans (e.g., world Bank, African Development Bank)

5.2 DMS Simulation Results

Analysis of strategies and outcomes of the anarysis. The cost-risk trade off charts

illustrates trre performance of the alternative stritegies with respect to four (a) debt

burden indicators.

a) Debt Stock as a share of Revenue: 
D^-.anrra aorirn,

195.4% in 2022 to t7g1% as against StrateSr | (2O5'2o/ol' stratery 3

{2O8.4o/o), Strategr 4 (22!'7o/ol, o'"tlh" 
-?MS 

p"tioa of 2'026' compared with

the risks measured of strate gr 2 (gsr.g%), sirategr | (382.3o/o), strategr 3

(335.40%), Strategr 4 (39S'1%) respectlvely'

costly and riJcier which was estimated at !79'lo/o and 357'3%o compared to

Strateryt(2o5.2%and382.3oo/o|,Strate5r3(2os.4%and385.4o/o|and
Stratery 4 {22L.To/oarrd 39J.rIZi, t""pecti"e5lon the other hand' Strategr 4 is

the costliest and the riskiest strateS, whilh was estimated at 221'7o/o and

398.Lo/o, which concentrated on financing through Financing Mix (External

Concessional Loans and Domestic Loans) over the DMS period of 2022-2026'
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Chart 33. Debt Stock as a share of Revenue

(including grants and excluding other capital receipts)
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Chart 34. Cost-RiskTrade Off
(Cost in vertical axis, Risk in horizontal axis)
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b) Debt Service as a share of Revenue:

6.g0/o in 2026 and.lowest risk of L3.2% "o-p.r"i--to 
str.t"ry 1 (cost at 26'10/o and ris|< of

31.S%), Stratery 3 (cost at 29.Oi)o.rra ,i"f. of 34'2%; ajfrd il{i"O 4 (cost at 42'2OYo and risk

of47.oo/o|respectivelyasatendofthestrategicperiodof'2o26.

Revenue followed by stratery 1 (cost at 26'loh arrd' risk of 31'5%) and stratery 3 (cost at

zg.o%andriskat34.2o/o|.ButtheStratery+istrrecostliestandriskiestwithcostof42.2oh
and risk of 4T.o% as the financing through Financing Mix of (External

concessional Loans and Domestic Loans) o"i th" DMS period of 2022-2026'
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Chart 37. Debt Service as a share of Revenue

(including grants anJ exctuOing other capital receipts)
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c) Interest as a share of Revenue

4.g%in2022 to 4.tohi,.zozs uraii"k -t't'o-.i"t",whi1st sJratery 4 is the most

costly and risky stratery-riio.irt" urd)"oo/o,"to*p"re{ to slrateg' 1 with

moderate cost and risk of ;.5'i a,,d2o'4i"u"Ot'*:"ry^i with estimated cost

and risk of 15.8% and,2l.;;;"";"i "ra 
of the strategic period 2026'

cost and risk due to high "*.",'"r 
r,,".,"i,,g, as the external debt service.terms

requirement has 1.*- jr;;"i ,"t", tot'J"' maturity and grace period in

concessional externai financing. Comrt'"?^to;i;a 53 with the moderate

costs t"i'i"ft"- 54 is the mostlostly and risky stratery'
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Chart 41. lnterest as % of Revenue

(including grants and excluding other capital receipts) :
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5.3 DMS Assessment

The preferred stratesr was not solely based on the Analytical Tool Assessment of all the

four (4) strategies but took into consideration the ability to implement the chosen

strate$/ successfully in the medium-term. Therefore, although the Analytical Tool's

results are not feasible due to the restriction placed on states by the Federal

Government in accessing the international market to borrow. still considering cost and

risk, s1 becomes the next being the stratery that is feasible and can be implementable

in the short to med.ium-term. It arso has a-balanced mix of both domestic and external

loans.

Strateg 4

a

Strategy 3

Str. egv 2

a



comparison to the current debt position, Ogun State debt portfolio stood at N281,993
Iion as at end. -2021, which is expected to increase to N1,093.11 trillion under

Strategr 1 to the end of the strategic period, compared to Strategr 2 (N954.00 billion),

Strategr 3 (N1,110.04 trillion and Strategr 4 (N1,180.58 trillion). In addition to this,Jhe
cost/risk trade-offs are considered, using the debt to GDP, debt to revenue, debt service

to GDP, d.ebt service to revenue, interest to GDP and interest payment to GDP ratios, S1

is selected as the preferred strategr for the 2022-2026.

The Debt Management Strategr, 2022-2026 represents a robust framework for prudent

debt management, as it provides a systemic approach to decision making on the

appropriate composition of external and domestic borrowing to finance 2022 budget.

The cost-risk trade-off of alternative borrowing strategies under the DMS has been

evaluated within the medium-term context.
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I
Expenditure

1. Personnel costs

(salaries, Pensions, Civil

Servant Social Benefits,

other)

2. Overhead costs

3. lnterest PaYments

(Public Debt Charges,

including interests

deducted from FAAC

4. Other Recurrent

i 
fxpenditure (Excl udi ng

I Personnel Costs,

Overhead Costs and

5. Capital ExPenditure
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