2021

(OGSG DSA-DMS)




Contents

1.0 INTRODUCTION

2.0 OGUN STATE FISCAL AND DEBT FRAMEWORK

3.0 REVENUE, EXPENDITURE, FISCAL AND DEBT PERFORMANCE, 2016-2020
4.0 DEBT SUSTAINABILITY ANALYSIS

5.0 DEBT MANAGEMENT STRATEGY

ANNEXURES 1

ANNEXURES II

10
17
33
41
45




CHAPTER ONE

1.0 INTRODUCTION

1.1 BACKGROUND
The Ogun State Debt Sustainability Analysis (S-DSA) Toolkit was developed by Debt Management Office, Nigeria and
reviewed by the World Bank to analyze the trend and patterns in the State’s public finances during the period of 2016-

2020 while also evaluating the ability of the State to sustain its debt in the long term (2021-2030).

The DSA carried out by Ogun State’s Technical Team appraised recent Revenue, Expenditure, State public debt trends,
and related policies adopted by the State Government, while considering the policy thrust of the State. A sub-national
sustainability assessment was conducted using baseline scenarios and sensitivity analysis in order to evaluate the
prospective performance of the State’s public finances going forward. The intention is to assist the Ogun State Government
in striking a balance between the State’s programs execution and new borrowings by utilizing recent trends in the State’s

public finances.
1.2 SUMMARY OF FINDINGS

The State exhibits a debt position that if well managed appears sustainable in the long term. A solid debt position results
from the State’s strong performance in terms of mobilizing IGR underpinned by the successful tax administration reforms
introduced recently, its better management of recurrent expenditure growth and its moderate levels of public debt. Given

the State’s own forecasts for the economy and reasonable assumptions concerning the State’s revenue and expenditure

policies going forward, the long-term outlook for the public debt appears sustainable.
The debt management strategy of the state was developed to ensure that the state maintains an adequate cost of carrying
debt and an admissible exposure to risks. A prudent debt management strategy emerges from the State’s reliance on a
mix of sources of finance (both domestic and external). By the state projections revenue is expected to rise from N109.693
billion in 2020 to N388.374 billon in 2030. Expenditure is aslo anticipated to move from N129.288 to N563.211 in 2030.
The resulting deficit is to be financed by a combination of domestic and external loans.

The debt stock position of the state as at year 2020 stood at N192.679 billion with the component being 80% while the
external debt share is 20%. The debt stock is expected to rise from N192,679 billion in 2020 to N1,534.826 in 2030.
This increase is huge considering the fact that state is embarking on huge infrastructural development in the medium to
long term. Projects that are expected to impact positively on growth in GDP are to be embarked upon.

The Debt to State GDP is projected to remain favorable all through 2021-2030. Even though there are concerns majorly
about the debt stock as a share of revenue performance indicators, if the state aggressively pursues fiscal discipline as

planned, the risk that comes with this indicator will be mitigated against.
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The outlook of the Nigerian economy which is the basis of the assumptions for the DSA-DMS exercise is expected ﬁ.O
improve marginally based on the following economic indicators. For 2021, the national GDP is expected to grow m.n 3%, oil
price benchmark set at $40, oil production per day is expected to be 1.86mbpd while inflation is projected to remain stable

at 11%, and exchange rate at N379/$1 and the global recovery on the Covid 19 pandemic, 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

policies going forward, the medium-term cost-risk profile for the public debt portfolio appears consistent with debt-
management objectives.




CHAPTER TWO

2.0 OGUN STATE FISCAL AND DEBT FRAMEWORK

2.1 FISCAL REFORMS IN THE LAST 4 TO 6 YEARS

The Fiscal Reforms being implemented by the Ogun State Government in the last four to six years include the Public
Finance Management (PFM) and Human Resources Management (HRM) which are sub-divided into Budget reform, Audit
reform, Public Procurement reform, Tax Administration reform, and Civil Service & Pension reform. These reforms led to
the enactment of Laws that regulates implementation of Fiscal Policies in the State Fiscal Responsibility Law, 2020; This
led to Ogun State upgrading of the Central Department of Statistics to Bureau of Statistics and appointment of the first
Statistician-General in the State, reinforcement of State Debt Management Office and Central Department of Monitoring
and Evaluation, establishment of the State Public Private Partnership Office as an MDA with the appointment of a Director
General, establishment of Bureau of Public Procurement in the State and the enactment of the State Public Procurement
(Amendment) Law, 2020 with the appointment of the first Director-General and the Newly launched Ogun State Land
Administration and Revenue Management System (OLARMS). The Fiscal Responsibility Law for instance, provides for the
creation of the implementation organ, medium term fiscal framework, how public expenditure should be carried out,
borrowing process, transparency and accountability in governance and principles of sound financial management.

2.2 Ogun State Approved 2021 Budget and Medium-Term Expenditure Framework (MTEF), 2021-2023
2.2.1 Approved 2021 Budget

The 2021 Budget was prepared amidst a challenging global and domestic environment due to the persistent headwinds

from the Coronavirus Pandemic. The resulting global economic recession, low oil prices and heightened global economic
uncertainty have had important implications for our economy.

Based on the foregoing fiscal assumptions and parameters, the Ogun State total revenue available to fund the 2021
Budget is estimated at N338.611 billion. This includes Internally Generated Revenue of N121.807 billion, Statutory
Allocation of N39.676 billion, Value Added Tax of N19.196billion, Other Statutory Revenue, Domestic and Foreign

Grants of N5.160 billion, Opening Balance of N18.406 billion, Domestic Loans of N95.710 billion, Foreign Loans of
N38.658 billion, and Sale of Government Assets, respectively.

An aggregate expenditure of N338.611 billion is proposed by the Ogun State Government in 2021. The 2021 proposed
Expenditure comprises, Debt Repayment (Interest and Principal) of Statutory Transfers, Recurrent Expenditure and
Capital Expenditure.




2.2.2 Indicative Three-Year Fiscal Framework

The indicative three-year fiscal framework for the period 2021-2023 is presented in the table below.
Ogun State Medium Term Fiscal Framework

Particulars T Proposal 2022 | Proposal2023 | Proposal 2024
MDAS = M - | . NHM N'M
Internally Generated Revenue (OGIRS) 56,304 __mm.mmw : 68,540
internally Generated Revenue (MDAs) 96,870 = 05875 120,228
Sub-Total (IGR) 153,174 172,457 188,768
EXTERNAL LOANS 38,637 13,330 15,791
INTERNAL LOANS 75,329 . 80.207 81,345
SUB-TOTAL LOANS 103,966 — 93,537 97,236
TOTAL GRANTS 10,312 > 3,798 3,023
TOTAL CAPITAL RECEIPTS 114,278 97,335 101,159
STATUTORY ALLOCATION 43,006 47,999 50,066
EXCESS CRUDE, EXCHANGE GAIN ETC | 3312 4,920 5530
VAT 26,594 736,765 42,310
TOTAL FAAC 73,002 89,684 98,805
OPENING BALANCE 10,312 10,549 10,896
GRAND TOTAL 350,766 uqo.o.p,m 399,628




Ogun State Expenditure Projections (2022 - 2024)

 PROPOSAL

PROPOSAL PROPOSAL
PARTICULARS s 2022 2023 2024
fmxvon&n&o a .N'M ,‘ N M N'M ;S
Wﬂwouna Cost 74,775 - 77,006 79,316
| Overhead Cost 50,006 749,708 54,221
#Ooswomamﬁoa Revenue Cost ,‘Ho.wwm‘ . eSS 20,852 w 22,863
| Public Debts Charges 28,013 A 28,350 29,398
Total Recurrent Expenditure Hdm“owq qu.o.ﬂm 185,798
Capital Expenditure 170,079 " 185,487 204,391
Stabilization Fund 7,659 8,623 9,438
Total Capital Expenditure 177,738 ﬂ@A.HHO , N_.w.mnw_
Total Expenditure ,wmo.qwm : - u.ﬂ,o.o_mm = 399,628

2.2.2 The Key Objectives of Approved 2021 Budget

adherence and financial discipline.

ii.

Gradual ease of the global lockdown measures,
increase in economic activities and the herald of

flattening the pandemic curve coupled with the gradual
the new financial system in the public service that ensures

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




iii. an.mﬁnm a framework 5 2&05 public funds are allocated optimally and cost-effectively to meet Government’s
policy aims, thus ensuring improvement of key performance indicators in Ogun State.

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

V. The present administration’s strate

. gic imperatives and implementation road map on five main development
pillars (ISEYA);

Infrastructure (ICT, Power, Transport, Industrialization);

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

Education (Human Capital Development);

Youth Empowerment (Sports, Entrepreneurship, Creative Arts, Entertainment); &

Agriculture (Food Security, Cash and food Crops, Plantations, Forestry, Fisheries).

2.2.3 Medium Term Policy Objectives and Targets

The overall medium-term policy objectives are;

1. The State Budget will rely more on and will be financed by the internally generated revenue from OGIRS and other
MDAs (MTRS) due to the drastic dwindling transfers from the Federal Account Allocation Committee (FAAC):

i.  16% relative reduction of year 2022 expected proceeds from VAT in view of the ongoing legal tussle between the
FGN and the State Government as well as slow economic activity recovery in the non-oil sectors, while the outer
years projection is sustained based on expected amicable settlement of present VAT collection and remuneration
issues, improved economic activities to be at its optimal in the outer years of the medium Term.

ii. 27% relative average reduction projected proceeds from statutory allocation in the medium term in view of the
recently enacted Petroleum Industrial Act (PIA),
54% average reduction projected proceeds from excess crude oil / exchange gain to States of the Federation as
a result of reduction of Nigeria’s production quota by OPEC that will affect revenue proceeds.
2.

Explore every opportunity in terms of supports, donations, grants and interventions while also engaging the Federal
Government on matters affecting monetary and fiscal authorities.
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3. Expand revenue base by exploring new opportunities in the informal sector through accurate data gathering and
necessary enforcement while blocking leakages.

q. Other Financing Requirements e.g. bonds, loans and other capital receipts.

S. The Government shall imbibe a more strin

gent fiscal discipline regime in order to manage the socio-economic reality
till complete recovery from COVID-19 pandemic
6.

is achieved.
We will continue to sustain payment of salaries, pensions and gratuities within the limited resources.
(e Continuous review of overhead expenses but at reasonable percentages against revenue generation prospects of
each MDA in the State.
8.

Ensure the nominal roll of the Public Service and payment of monthly pensions is accurate (e.g. removal of
duplication of salaries through BVNs from the State payroll).
9.

The present Administration will endeavor to sustain its a
the obvious challenges.

genda and contract with the people of Ogun State despite
10.

Will give utmost priority to capital expenditure investments at an average of 52% to 48% on capital/recurrent
expenditure within the medium-term framework.
11.

In view of economic growth and expansion, an average of 60% allocated to identified sectors over the medium-term
framework (i.e. Education, Health, Housing and Community DeOvelo
12-

pment, Agriculture and Industry and Infrastructure).
The Five (5) Strategic Pillars (ISEYA) has allocation of 70% while 30% has been allocated to the enablers expected
to provide policies and stabilize the economic growth and development in the
Hm.

medium-term framework.
Revenue generation projects will be considered in respect of investment in capital projects.




CHAPTER THREE

3.0 REVENUE, EXPENDITURE, FISCAL AND DEBT PERFORMANCE, 2016-2020
3.1 Revenue

The Ogun State’s total revenue increased from N106,585 in 2016 to N115,852 in 2017 by 8.7%, also increased from
N115,852 in 2017 to N140,845 in 2018 by 21% but declined in 2019 to N125,690 from N140,845 in 2018 by 10.76% and
also to N109,693 in 2020 from N125,690 in 2019 by 12.73% due to drop in Gross FAAC Allocation and IGR between 2019
and 2020.

The Gross FAAC Allocation that comprises the Statutory allocation, derivations, VAT allocation, exchange rate gain,
augmentation among others increased from N32,618 in 2016 to N40,806 in 2017 by 25.1%, also increased from N40,806
in 2017 to N54,119 in 2018 by 32.63% but declined in 2019 to N53,781 from N54,119 in 2018 by 0.63% and also to
N51,528 in 2020 from N53,781 in 2019 by 4.19% due to lower crude oil receipts in 2019 and 2020. The decline is largely
attributable to COVID -19 Pandemic in 2020.

Ogun State’s Internally Generated Revenue (IGR) showed a growth during the period under review, the IGR increased from
N71,553 in 2016 to N74,836 in 2017 by 4.6%, also increased from N74,836 in 2017 to N84,554 in 2018 by 12.99% but
declined in 2019 to N71,002 from N84,554 in 2018 by 16.03% and also to N50,697 in 2020 from N71,002 in 2019 by

28.60% due to drop in 2019 and 2020. The decline is largely attributable to COVID -19 Pandemic in 2020.

Details 2016 2017 2018 2019 2020
N’000,000 | N°000,000 | N’000,000 | N°000,000 | N’000,000
Total Revenue 106,585 115,852 140,845 125,690 109,693
Gross FAAC Allocation 32,618 40,806 54,119 53,781 51,528
IGR 71,553 74,836 84,554 71,002 50,697
Grants 2,414 210 2,172 907 7,468
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Chart 1: Revenue (NS million)
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3.2 Expenditure Performance

The State’s Total Expenditure includes Capital expenditure, Personnel costs, Overhead costs, other recurrent expenditure,
and Debt service (interest payment and principal repayment). In 2020 Ogun State total expenditure amounted N129.288
billion compared to N122.997 billion as at end-December 2016, which represent a growth of N6.291 billion or 5.11 percent.
The personnel cost stood at N39.568 billion in 2016, N45.806 billion in 2017, N44.915 billion in 2018, N50.415 billion in
2019, and N48.220 billion in 2020, respectively. The overhead cost stood at N33.960 billion in 2020 compared to N36.965
billion in 2019. Capital expenditure amounted to N30.487 billion in 2020, N35.418 billion in 2019, N76.430 billion in
2018, N73.213 billion in 2017, and N40.189 billion in 2016, respectively. The Total debt service that comprises the interest
payment and principal repayment stood at N16.621 billion as at end-December 2020 compared to N12.804 billion as at

end-December 2016.
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Details 2016 2017 2018 2019 2020
N’000,000 | N’000,000 | N’000,000 | N’000,000 | N’000,000
Total Expenditure 122,997 | 172,956 | 176,515 | 152,090 | 129,288
Personnel 39,568 | 45,806 | 44,915| 50,415| 48,220
? Overhead Costs 30,437 | 37,170 | 36,177 | 36,965| 33,960
Debt Service (Interests +
Amortizations) 12,804 | 16,766 | 18,993 | 29,291 | 16,621
| Other Recurrent Expenditures 0 o 0 0 0
meﬁ#& Expenditure 40,189 | 73,213| 76,430| 35,418 | 30,487
Chart 2: Expenditure (N$ million)
| 200,000 e —— e — - —
150,000 — — Wr -
100,000 4 S ;I. e Reaccd -
50,000 ——— e e __
0 - : A _ -~ - .-
2016 2017

2019 2020

mm Personnel mmmm Overhead Costs ez Debt Service (Interests+Amortizations)
! mmmm Other Recurrent Expenditures mmmm Capital Expenditure e Total Expenditure |
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3.3 STATE DEBT PORTFOLIO, 2016 - 2020

Ogun State’s Debt stock amounted to N192.679 billion as at end-December 2020 compared to N174.695 billion as at
end-December 2019, representing an increase of N17.984 billion or 10.29 percent. The increase in the Total Debt stock
was reflected in both Domestic and External Debt components. The external debt stock increased from N32.799 billion
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in 2019 to N39.189 billion in 2020, whil

e the domestic debt stock significantly increased to N153.491 billion in 2020
from N141.896 billion in 2019.

PUBLIC DEBT PORTFOLIO

| Details | 2016 2017 2018 2019 2020
h %z.ooo.ooo N’000,000 | N'000,000 | N’000,000 | N’000,000
ﬁucaﬁms&sm Debt (Old ’
+ New) 105,727 137,897 129,872 174,695 192,679
| External | 26,185 32,857 31,649 32,799 39,189
gonammo ’ 79,542 105,040 98,223 141,896 153,491
Chart 3: Debt Stock (N$ million)
250,000 oo - R —
| 200,000 ——— S ‘ —
,_ 150,000 - — ] {
100,000 o} ; I w — p,, e 1
50,000 - | T 4 M.lx —F q—F i
o o K ; R B " e 3 R ” B e TS T e . P .
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mmmmm External s Domestic

e Outstanding Debt (Old + New)

i i billion in 2016 to N192.679 billion in 2020, due to
: shows a sh increase in the Debt Stock from N105.727 : . :
M”M.an&wnro MNoanH%EQm Account Backed Loan and Budget Support. Other loans like the Commercial Agriculture

Credit Scheme (CACS) and infrastructure loans along with the Salary arrears which the State owed increased the Debt
Stock from 2018 to 2020.

Ogun State Debt Portfolio as at the end of 2020 consists of external debt N39.189 billion or 20.33 percent and Domestic
n 2 .
debt was amounted to N153.491 billion or 79.67 percent, respectively.
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Ogun State holds a medium cost and medium risk debt
of 10.3 percent and average external interest of 2.0 p

portfolio. The debt portfolio has an average domestic interest rate
currency, rollover, and interest rate risks. Exposures

ercent in 2020. The State debt portfolio is minimally exposed to
: to currency fluctuations is limited because the foreign currency-
denominated loans are only 20.33 percent of total de

: bt stock in 2020. Most all the loans in Ogun State are fixed-rate
obligations, thus not affected by changes in interest rates. A large portion of these loans have maturities ranging from 10
to 35 years and include financing from the Federal Government and Multilateral organizations. Therefore,
rollover /refinancing risk associated with potential deterioration of domestic financial conditions is reasonably negligible,

Ogun State Debt Service amounted to N11.484 billion, N15.094billion, N16.962 billion, N18.141 billion and N16.523
billion for 2016, 2017, 2018, 2019, and 2020 respectively. The principal repayment stood at N8.077 billion in 2020
compared to N8.314 billion in 2019.

While Interest Payment amounted to N8.446 billion in 2020 compared to N9.828 billion in 2019. The principal repayments
and Interest Payment made were on both External Debt and Domestic Debt

(see Chart 4 and 5).

| Details 2016 2017 2018 2019 2020
N’000,000 | N’000,000 | N’000,000 | N°000,000 | N’000,000

Principal
Repayment (Old + 5,161 7,145 8,314 8,077
New) 3,647
External

273 114 327 337 379
Domestic

3,374 5,047 6,818 7,977 7,698
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Chart 4: Principal Repayments (N$ million)
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Details 2016 2017 2018 2019 2020

N'000,000 | N’000,000 | N°000,000 | N’000,000 | N°’000,000

Interest Payment 7,837 9,933 9,817 9,828
(Old + New)

8,446
External 108

94 133 104 152
9,839 9,684 9,723 8,295

Domestic 7,728
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CHAPTER FOUR

4.0. DEBT SUSTAINABILITY ANALYSIS

A debt sustainability analysis (DSA) assesses how a state or nation's current level of debt and prospective borrowing 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 the
Government to honor its future financial obligations. Since policies and institutions governing spending and taxation
largely determine such obligations, debt sustainability ultimately 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 they lead to excessive accumulation of public debt, 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 of 25%).

The sustainability position of the State’s Total debt portfolio in the fiscal block shows a gradual ascending trend from
2016 to 2024 in chart 21 but there was a decline after 2024. The ratio was 12/25 in 2025 and increased to 14/25 in
2030. The total debt portfolio to SGDP is within the threshold from 2016 to 2030 insinuating room for additional 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 as a percentage of revenue. The percentage is below the threshold up till 2021 but the outer
years of 2022 -2030 are projections and the Government is coming up with various reforms, in its revenue drive.
Personnel Costs as percentage of Revenue is below the threshold to the end of projection period.

Debt Service as a percentage of Gross FAAC Allocation (without any indicative threshold) estimated to increase from 29
percent in 2021 to 135 percent in 2030.

Interest Payment as a percentage of Revenue revealed that the maximum exposure of the State Interest towards revenue
was 23 in 2027 and 2028 with over-all positive outlook.

Looking at the External Debt Service as a percentage of Revenue, the maximum exposure of the State Revenue towards
External Debt shows that the External debt of the State was properly managed, standing at 11 percent in year 2030.
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i of
gthen resources provided by IGR,
. attracted to the State through industrialization drive, which are expected
1s will benefit the economy immensely.
Ogun State Debt burden indicators as at end-2020
f INDICATORS THRESHOLDS RATIO
| Debt/SGDP 25% 7%
| Debt/Revenue 200% 176%
| Debt Service /Revenue 40% 15%
| Personnel Cost /Revenue 60% 44%
| Debt Service/FAAC Allocation - 32%
| Interest Payment [/Revenue - 8%
| External Debt Service /Revenue - 0.48%

The State has put in various Tax Administration reforms to str
the enactment of new Revenue Administration Law, Land Use C

by the State Government, the IGR of the State is expected to

engthen its IGR in order to sustain its debt, these include
towards overall economic recovery.

harge Administration Law; with these new reforms adopted
grow in the next few years and this will benefit the state
On the other hand, is the Civil Service Reform Policies being implemented with regards
to personnel and overhead cost, which are likely to decline from their historical trends.

4.2. BORROWING OPTIONS

Ogun state government intends to finance its new borrowing from 2021 to 2030 mainly through Commercial Bank
Loans (maturity 6 year above) estimated at 9.0 percent, State, State Bonds (maturity 6 years above) at 13.5 percent over

projection period, compared with External financing — Concessional financing which was estimated at 2,0 percent. For

external financing was due to the limited funding envelopes from the external borrowin
loans from Multilateral and Bilateral.

g with long processing time required
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4.3. DSA SIMULATION RESULTS

Recent shocks underscore the urgent need to significantly diversify and improve government revenues and reduce the
dependence on oil revenue sources. Government remains committed to using innovative ways to raise the revenues
required to finance its expenditure and diversifying its revenue sources. The medium-term target is to increase the
Revenue-to-GDP ratio to 9%. Higher revenue collections will enable Government to deliver public services more effectively,
enhance infrastructure investment, and improve investment in human capital.

Ogun State Total Revenue (including grants and excluding other capital receipts) is expected to increase from N109.693
billion in 2020 to N388.374 billion in 2030, representing an increase of N278.681billion or 254.06 percent over the
projection period. Gross FAAC Allocation projected to grow from 51.528 billion in 2020 to 113.214 billion in 2030, which
expected to increase by N61.686 billion or 119.71 percent and Grants reduced from N7.468 billion in 2020 to N4.496
billion in 2030. The projections were sources from the Ogun Stat Audited Financial Statement, Approved 2021 Budget;
MTEF, 2022-2024; 2025-2030 projections as estimated by the Ministry of Budget and Economic Planning official.

The Internally Generated Revenue (IGR)’s tax system will be further strengthened over the medium term by improving
collection efficiency, enhancing compliance, and reorganizing the business practices of revenue agencies in the state as
well as employing appropriate technology. In addition, efforts will be made to bring more businesses in the informal sector
into the tax net. IGR estimated to grow by N219.967 billion or 433.88 percent (from 50.697 billion in 2020 to N270.664
billion in 2030), over the projection period of the Approved 2021 Budget; MTEF, 2022-2024; 2025-2030 projections as
estimated by the Ministry of Budget and Economic Planning and official
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Chart 16: Revenue (NS million)
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Total expenditure projected at N327.104 billion in 2021, N362.131 billion in 2022, N396.475 billion in 2023, N439.092
billion in 2024, N462.596 billion in 2025, N477.288 billion in 2026, N503.998 billion in 2027, N528.057 billion in 2028,
N553.066 billion in 2029 and 563.211 billion in 2030, respectively, indicating stability in the state growth recovery.

The Recurrent Expenditure (i.e. Personnel Costs, Overhead Costs, Debt Service and Other Recurrent Expenditures)
estimated to increase from N164.741 billion in 2021 to N184.393 billion in 2022, N202.365 billion in 2023, NN225.263

billion in 2024, N245. 559 billion in 2025, N256,779 in 2026, N279.740 billion in 2027, N299,763
billion in 2028, N320.434 billion in 2029 and N325.927 billion in 2030.

Capital Expenditure estimated to increase over the projection period from N162.363 billion in 2021, N177.738 billion in
2022, N194.110 billion in 2023, N213.829 billion in 2024, N217.036 billion in 2025, N220.509 billion in 2026, N224.258
billion in 2027, N228.294 billion in 2028, N232.632 billion in 2029 and N237.285 billion in 2030 respectively, over the
projection period as provided in the Ogun State Audited Financial Statement, Approved 2021 Budget; MTEF, 2022-2024;

2025-2030 projections as estimated by the Ministry of Budget and Economic Planning
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| Chart 18: Debt Stock (N$ million)
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OGUN STATE MAIN FINDING

The Baseline Scenario results shows that the ratio of Debt as % of GDP is projected at 10 percent in 2021, 19
percent in 2023, 13 percent in 2026, 14 percent in 2028 and 14 percent in 2030, respectively, as against the
indicative threshold of 25 percent.

The ratio of Debt as percentage of Revenue estimated at 156 percent in 2021, 250 percent in 2023, 302 percent
in 2025, 398 percent in 2028 and 395 percent in 2030, respectively, the ratio of Debt as % of Revenue is below
the threshold in 2021.

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

threshold over the projection period from 2021 to 2030, with the strongminded efforts by the State Government
through its various initiatives and reforms in the key sectors of the economy, respectively.
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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 22: Debt Stock 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 at the medium Risk of Debt Distress. The Debt as a share of
GDP performance indicator remains favorable to the state as state did not breach the threshold set at 25%.
However, the situation is critical for Debt Stock as a share of revenue as the state breached the threshold
from 2022 which is just second year into the projection years. Debt service to revenue indicator did not also

breach the threshold but the figures are high as well which means the necessary state authorities must
intensify efforts to ensure more revenue accrues to the state.

In order to keep the debt profile of the state moderate, the state is putting together the underlisted reforms
and actions to greatly improve internally generated revenue and reduce projected borrowings in the medium
to the long term;

i. Introduction of Ogun State Land Administration and Revenue Management System (OLARMS) which allows citizens

of the State to regularize their land title/document online. This has a lot of multiplier effect on the IGR of the State

inform of income from Stamp duty, Building Permit, Survey, PAYE etc.
The loan obtained/to be obtained are geared towards major infrastructure development e.g., [jebu Ode/Epe Road
which would be outsourced for toll collection from motorists under Public Private Partnership.

Concession of government Assets and sales of government building by Ministry of Housing
iv. Upward review of old revenue rates,
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Expanding Land Use Charges to cov
Giant strides in IGR mobilization thro
The State’s revenue office is now auto

. : nomous with more competent personnel to follow through on the state’s vision
with the assistance of the up-to-date technology in order to surpass the projected revenue estimates in outer years.
Also, the State Government has sign

er all the Local Governments,

ugh the recently introduced, improved, tax administration reforms,

ed Memorandum of Understanding (MoU) with the Labour Union to liquidate
all arrears of Staff claims in the ne

xt four years. It is also part of the MoU that Gross Salary would henceforth, be
paid which will prevent further owing of staff claims; this will reduce ratio of debt to revenue.
The State is also embarking on various reforms to block revenue leakages

X.  Staff Verification Exercise is being done as to reduce personnel cost and by extension recurrent expenditure
Implementation of the Medium-Term Revenue Strategy (MTRS) a movement from the traditional expenditure-based
budget to a revenue driven budget by identifying few major revenue generating Ministries, Departments and Agencies
(MDAs) as Cash-Cows on imp

roving revenue generation and most importantly blocking revenue leakages. Also, is the
Land Used Charge as a new revenue head embedded with motivators to reduce tax defaulters.

ix.

4.4. DSA SENSITIVITY ANALYSIS

The State faces important sources of fiscal risks associated to the possibility of adverse country wide
macroeconomic conditions. A sensitivity analysis is undertaken considering macroeconomic shocks and policy
shocks to evaluate the robustness of the sustainability assessment for the baseline scenarios discussed in the
previous sub-sections. When considering both macroeconomic and policy shocks, it is assumed that external

and domestic borrowings cover any revenue shortfall and additional expenditure relative to the baseline scenario
discussed earlier.

The 2021 DSA analysis shows that Ogun State remains at high risk of debt distress under sensitivity
analysis. The State DSA analysis shows deteriorate levels related to revenue shocks, expenditure shocks,
exchange rate shocks and interest rate shocks. This would lead to increase Gross Financing Needs over the
projection period.

In the Debt stock as share of Revenue indicator, except for the historical scenario which we considered abnormal
and not factored into this analysis, all other shock scenarios (interest rate, exchange rate, revenue &
expenditure) all breached the threshold from 2022 to 2030. In Debt service as percentage of Revenue wbawmmﬁob
revenue shock, expenditure and interest rate shock all breached the threshold from 2027- 2030. There is, an
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urgent need for the authorities to fast-track efforts aimed at further diversifying the sources of revenue away
from crude oil (FAAC), as well as implement far-reaching policies that will bolster IGR into the state.

This has become critical, given the continued volatility in the FAAC allocation.

Chart 12: Debt Stock as a share of SGDP
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Chart 14: Debt Service as a share of Revenue
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Chart 14: Debt Service as a share of Revenue
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Chart 27: Debt Stock as a share of SGDP
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Chart 29: Debt Service as a share of Revenue
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5.0 DEBT MANAGEMENT STRATEGY

public debt management is the process o ishi i

debt in order to raise the RQEMQ mBocM:o wwm%ﬂ%%m mﬂ:ﬁﬂ eyl strategy for managing E e,
sistent with a prudent degree of ri B 2k EA€. OWESE POSKILIE oSt oves Hie e hx herertin

con ) g risk. Debt Management Strategy examines the costs and risks inherent in

the current debt portfolio, as well as in the debt portfolios that would arise from a range of possible issuance

strategies, considering factors such as the macroeconomic and financial market environment, the availability

of financing from different creditors and markets, and vulnerabilities that may have an impact on future
borrowing requirements and debt service costs.

The Debt Management Strategy provides alternative strategies to meet the financing requirements for Ogun
State. The strategies are shown by the breakdown of funding mix (domestic debt and external debt) and within
the broad categories of domestic and external, the share of each stylized instrument has also been illustrated.
Following four strategies are assessed by the government. The Ogun State’s Debt Management Strategy, 2021-
2025, analyses the debt management strategies outcomes of the three debt management @oa@ﬂsmboo indicators
namely Debt Stock to Revenue, Debt Services to Revenue and Hsﬁ.omomﬁ to Woﬁbﬁm. The momﬁ is ﬁnmmcnna by the
expected value of a performance indicator in 2025, as projected in the baseline scenario. Risk 1s measured by

the deviation from the expected value in 2025 caused by an un-expected shock, as projected in the most adverse
scenario.

5.1 Alternative Borrowing Options

Strategy 1 (S1) reflects a «Baseline” MTEF Financing Mix: It follows the broad parameters of the financing
retlec
miX in the fiscal year 2021 and MTEF, 0022-2024.

: i . Oosonmmmos& Loans (e.g., World Bank, African
External Financin

anmmzmu gross borrowing under verage 42.74 percent over the strategic period mainly through World Bank
velopment Bank) accounts on & .

and African Development Bank.

ds and other domestic fin ing.

- . rises ooBBan& pbank Howsnm,awﬁmmnu\wmw or longer, including >m~wom.”oo%”m

,?o Domestic gross financing ooam mmercial Bank Loans (matt y ’
¢ Domestic Financing under the &¢
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. on ay

rcent OVET the DMS period of 2021 to mmHmmm 8.35 percent and S

0 25. tate Bonds (maturity 6 years or longer) 42.74
strategy 2 (S2) focus more financ; g through §

in this strategy, the state government will mooMm .ﬁnmﬁ
100 percent over the strategic period. s

strategy (S3) focus its financi

African Development Bank)
In strategy 3, the government decided to focus its financin
Concessional Loans (e.g., World Bank, African Developme

?

g from 2021 to 2025, through External Financing -
nt Bank) 100 percent.

ws.mnwa (S4) focus its financing through Financing Mix (external Concessional Loans and domestic
oans).

This Strategy (S4) considers financing mix of external and domestic debt instruments but not in the same
proportion as strategy one (S1). Commercial Bank Loans (maturity 6 years or longer, including Agric Loans,
Infrastructure Loans, and MSMEDF) represents an average of 47.29 percent from 2021-2025, while External

Financing - Concessional Loans (e.g., World Bank, African Development Bank) represents 52.71 percent
respectively.

5.2 DMS Simulation Results .
Analysis of manwmm.“m mmmﬂ outcomes of the analysis. The cost risk trade off charts illustrate the performance of the
alternative strategies with respect to four debt burden indicators.

3 Debt as a share Revenue: estimated to increase from 156.1 percent in 2021
io of Debt to Revenue d Strategy 2 (330 percent),
. urategy 3 shows S\.wn GO T e M (290 percent), Strateg | ﬁwﬂo Hmnmmwﬁwm“b 3(7 M..qmmwmhmsc,qumnom%
to 260 percent, as against Strategy " red with the Risks measured 0
over the DMS period of 2025, comp
4 (73.25 percent), Strategy 1(75.75 nt) respectively:
percent) and Strategy 2 (78.25 perceih

w i tly and riskier which
that S31s the least cos
evenue shows

t and 73.25 percent)
T debttor Strategy 4 (290 percen
> Analysis using this debt indicator of ¢ compared t0

d71.75 percen D Ly, On the other hand, Strategy 2 is the costliest
Was estimated at 260 @onoma an " cent), respectively:

Strategy 1 (300 percent and 7> 34



and the riskiest strategy which was estimated as 330

more State bonds bor rowings without external msmbowvonoosa and 78.25 percent, which concentrated on

ng over the DMS period of 2021-2025.
| Chart 33. Debt Stock as a share of Revenue (including grants and excluding |
., other capital receipts)
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Chart 34. Cost-Risk Trade Off (Cost in
Cost-Risk Trade Off (Cost in vertical axis, Risk in horizontal axis)
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b. Debt Service as a share of Revenue:

> In terms of Debt Service to Revenué, Strategy 3 has the lowest costs of 8.6 percent in 2021 to 10
percent in 2025 and lowest risks of 3,5 percent compared to Strategy 4 (costs at 25 percent and risks at
1 (costs at 30 percent and risks at 5.75 ﬁwaoobc and Strategy 2 (costs at 40 percent
tively, as at end of the strategic period of 2025.

at 10 percent and minimum risks at 3.5 percent under the Debt Service
4 costs at 25 percent and risks at 5 percent. But the Strategy 2 is the
the domestic debt financing considered State Bonds 100 percent.

5 percent), Strategy
and risks at 6.5 percent), respec
> Strategy 3 has the lowest costs
to Revenue, followed by Strategy
costliest and riskiest strategy as
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Chart 37. Debt Service as a share of
Revenue (including grants and excluding |

other capital receipts) N
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.. Interest as a share of Revenue

> Strategy 3 is the least c i

o w.wmwgooﬁn 50 505 HoﬁwﬂmmSMW regards Hs.ﬁmammﬁ to Government revenues, which projected to increase
v sirategy at 32 percent percent and Risks at 3 percent, whilst Strategy 2 is the most costly and

n percent and 5.88 percent, compared to Strategy 4 with moderate costs and risks of
12 percent and 3.6 ﬁonmobﬁ and Strategy 2 with estimated costs and risks of 19 percent and 4.4 percent
as at end of the strategic period of 2025. g .

> The n.mﬁow of Interest as percent of Revenue analysis shows that S3 yield the lowest costs and risks
due to high external msmﬁﬁbm. as the external debt service terms requirement has low interest rate, longer
maturity and grace period in concessional external financing. Compared to S4 and S1 with the moderate

costs and risks. S2 is the most costly and risky strategy.

capital receipts)

e p————— e ——————— T

FTY: DR
30.0 e |
20.0
10,0 o _
00 o s \\mm A 2022 2023 2024 2025 |
2020 ? it #2 & Baseline Outlook
B tlook =——Strategy #1 & Adverse Shock Strategy |
: 5 |
Strategy #1 & Baseline Ou rategy #3 & Baseline Outlook ——strategy #3 & Adverse Shock |
P I ‘
———Strategy #2 & Adverse Shock 12 & Adverse ek - |

———Strategy #4 & Baseline Outlook e SLIATEBY SR L

ra e

i
e e

38




, S Strategy 2 |
,“. | | T |
25.00 | ! |11imnlfl “ _ _ .ﬁ

] S ».y L wt SR
| | , | _

_ 1 S NN S
1500 | m S strategy1 m

.M | lfltlmn,‘Em%ﬁwiflwaflll.,;I!&,l,i.‘,.-i-‘1%.,\”.,31?! ——
1000 b , | |

|
t —— -
|

m.oo e s bbb meaarpemiion ,J..»,.... — “ _

. SR PO Ao | | |
m n/ ....... I T S
0.00 : m “ ! |

~Strategy 3
0.00 1.00 2.00 3.00 4.00

Risk

5.00 6.00 7.00

5.3 DMS Assessment

The preferred strategy was not solely based on the Analytical Tool assessment A.z, all the m9.b. strategies but took
into consideration the ability to implement the chosen strategy successfully in the medium-term. ,_,Un.ﬁmmonm.
although the Analytical Tool’s results of costs and risks would suggest that the recommended strategy is (S3).
However, implementing S3 is not feasible due to the restriction placed on states by the Federal Government in
directly accessing the international market to borrow. Still considering cost and Smw..&mn U.Mnooanm the next but
implementation is also almost impossible ,coow: se mﬁmwo Mﬂ”ﬁ%ﬂ%oﬁ% HMW%MHHMMM“M moanH WMMM ,Mbdm MMMMMMM
loans on yearly basis all through the projection years.

that is feasible and can be implementable in the short to medium - term. It also has a balanced mix of both
domestic and external loans.

i d at N192.679 billion as at end-2020

) i s n State debt portfolio stoo . . .

ﬂ:woBvﬁpmos to gw current an%w ,memm.wbmmmm” under Strategy 1 to the osﬂ ow MMM w%MMHMmS period, compare d

1Ich expected an _boaommn. to .no 5 Az.w.a.@qo billion), and Strategy ( A ::om;. In addition to

W.mgﬂmm% 2 (N958.379 U—M%obr mewmw%wnnm using the debt to GDP, debt to revenue, debt service to GDP, debt
1S, the cost/risk trade-offs arc ’
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and in
fr the 2021-2025. terest payment to GDP rafiqq
or ,

the Debt Management Strategy, 2021
h to decis;i

. . mwwﬁoamawomﬂomo . t framework for prudent debt management, as
it waoSmnwno mﬂwboo the MﬁOﬁwH budget. Th 1on Bm.WSM on the appropriate composition of external and domestic
porrowing o 8€t. The cost-risk trade-off of alternative borrowing strategies under the DMS
nas been evaluated within the medium-term context.
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Annexure 1

Assumptions
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State GOP (at current prices)

Revenue

1. Gross Statutory Allocation (‘gross’ means with no deductions; do not include V/

1.a. of which Net Statutory Allocation (‘net” means of deductions)
1.b. of which Deductions
2. Derivation (if applicable to the State)

3. Other FAAC transfers (exchange rate gain, augmentation, others)

4. VAT Allocation

S.IGR

6.Capital Receipts

6.2.Grants

eeds
on Proc
ment Assecs and 1.._<-n.nua
6.b.Sales of Govern

ecel pS
Non-Debt Creatng Qn.n-. R
6.c. Other -

Ogun sare .
s one of th
dy e Indu:
03!.-85!.2 of . strial
(NBS) on rored

National

hub In the co!

the State Nomin, _Jo.u:m:_ﬂ In the -ﬂ.u”—hﬁ._“..”.‘._.:.ﬂ d 12 eper|ance growng sconomicioutout over. the years
a - cal dat

GOP from 201+ s 103 Domestic Product 20 a according to the National Bureau of Statistics

017 rose steadllyiror s um: showed that Ogun State percentage contribution to the

S5 b mbove Faie gl u.: 2013102.47%in 2017 The State GOP at the end of 2030

ek Bun State as the “Gateway § aira (N4 Biltlon) If the above trend was maintained during

made the State o aﬂn.u””:”.ﬁu_ State Y State™ provides corridor to other States In the Country that link

his! ation for ec

swawv_‘w”__ data according to z!_o.wu:_ova_n u_nc<n Population due to access to inexpensive space to these areas. The

el St L in2otn clnpe e S R e ey LS
s 3.18% population growth

€qual, this growing Ro“hﬂ ”mw_ ©12030, the State population uﬁ u_,nﬂnm.”“”odm:_n_nﬂaﬂ__‘..._‘m“_.-:_. things bein,

u.u__o< robust economic output g ._\n Population assures availability of human capital for the State to noiﬂ:.m 5&

Airport, Railway, Housing, _:,uh.wuuﬂrn Period under review.The creation of more Infrastructures |ike Agro-cargo

Government help the State to record aon o Y020 €% through the various agenda implemented by the

the past years as revealed by the Nati

ervativel
the period un,
the Country's

¥ Project
der review. O

op
In the sectors compared to the nil economic output recorded by the State in

e

“lagos State”
te” also share international border with the Republic of Benin.This has

The SGOP from 2016 to 2017 was Mistorical Data
from National Bureau of Statistics while SGOP of
2018 to 2024 was from the State MTEFF The
World Bank Suggested Forecast figure was used
from 2025 to 2030.

onal B
Farming is the predominant occupati ureau of Statistics (NBS) on the State Nominal Gross Product 2018 Report.

o Eu“a ﬂ:ﬂ:.u: varlous programmes Implemented by the government o ensure full

bilizing and reduced Inflation ugh their produces .Other key microeconomic projection assumptions are :

o S e et o rate, Stabilizing Naira to US Dollar exchange Rate, increase Crude Oil production
benchmark price and Export of Mineral Resources.

Mnnzli and earn foreign exchan,
a

Statutory Allocation |s a tran:
sfer fro
P (o ool om the Federal Allocation Accounts Committee (FAAC) and is based on the

rgely Oil) and non-mineral revenues {companies Income tax, custorns and (excise) duties at

the national 1
evel, which is then shared between the three tiers of government using a predetermined sharing rato. It

revenue in the outer years. itis important to take into consideration the crude oil benchmarks, the global effect of the
pandemic and the envisaged gradual economic uptick that will Increase economic activities globally The crude ail
price has continued to be on the rise from the approved $46 to over $70 pb while global trade has brought about
increase revenue from excise duties and other revenue components that makes the statutory allocation. In essence,
year 2022 is expected to bring about increase in statutory aflocation to the State. The State Revenue Projection of
years 2025 to 2030 from Federal Allocation was based on average inrease of 2.5% to 3.0%

Other FAAC Receipts contalned the calculated Exchange Gains, Excess Crude, NNPC Refund, NNLG Dividend and Stamp
Duty shared among the three tiers of Government. The S tate Revenue Projection of years 2025 to 2030 from Other
FAAC was based on average inreaseof 25% to 3.0%

Value Added Tax (VAT) is the ax calculated according to value on goods and services ata rate of 7.5% (as increased
from $% to 7.5% on February 1st, 2020 by the Federal Government). Itls collected by the Federal Inland Revenue
Service (FIRS) and distributed between the three tiers of governmenton a monthly basis — partially based on set ratos,
and partially based on the amount of VAT individual states nﬂ:n-u.ﬁ._. mlﬁu receive 50% of the total VAT collections
nationally, from which Ogun State gets ‘around 2.45% of the VAT distribution to States. The S tate Revenue Projection

of years 2025 to 2030 fromVAT was based on average inrease of 2.5%to 3.0%

thin the state, this relates to Income tax (PAYE represents the
tern. nerated Revenue is revenue collected wi ,

" o Oﬂ_u:ns to IGR), withholding taxes, direct assessment fines, levies, fees, and other sources of revenue
1.u1nnﬂnn. e th tate by the Ogun State Internal Revenue Service (OGIRS).IGR has grown ata steady pace year on
cot! e with major setback In year 2020; a reflection of the Covid-19
11 the economic activities notonly In Nigeria butin the entire giobe The State’s
se and Improve collection methods to boost IGR
December 2020 to N122 billlon in 2021 based on the expectation that the
d of Q4, 2021 and bounce back to pre-COMD -19 era of years 2017-
ted to boost the existing Internal ly generated revenue The state

Ob that was generated (n the year
¢ the outcome of the planned Ogun Investment Summit, ISEYAZ1 with the
strial & Logistics Hub' Is expected to showcase the .?.Di.x.:
mfortably among the comity of State that drive Nigerian's econamy
f revenue generated by the State as contained

State's economy will be
. .
018. Most importantly,
Munn«ui NS4b atthe end of Q2 2021
2020.1tis of great significan
1 Ing

ogun State 'Becom|
e in the State and pos
uisite for revenue gencra

Africa’s Model (ndu:
itlon the State cO!

udget. The MTRS i3 a mavement from traditional

driven budget approach. 2022-2024 revenue projections are extracted

the
generated bY budget approach to rEVENUE CF e the 2025-2030 projections were based on average inrease of
expenditure-basel . 524 MTEF document whi
ed 2 &
from the propos:

2.5%to 3.0% _ .
UK - Depa rtment for
| developiment partners (Including
. .:.!:-quqz:a Nations Children’s Fund (UNICEF) e Proposed
Vear (2025-2030) Projections based on 2.5%TO

aﬂ:‘:ﬂgn an
guropean Unlon (EV)a
Framework (MTEF)

ts are receipts from .nanin_u-
dvonal gn.v.!:n:- (OF! n_r.:_.n
Medium Term Expen

Gran
Internd
2022-2024
3%increase:

erforman

elpts/P!
e In getting NIOV!

nd continues to drop even In 2019 when the State was
Nibilllon. Far this reason, performance against budget has

ed ot et ted grants whereas accounts may not reflect all

o :ﬂ. signed agreements, any “blue sky™ should be

the State has been a beneficlary of the World
he Fiscal sustalnablility Plan (FSP) to shield the State’s

.o:nn.—.m .unuc were obtained from the Soate Audited Financial

Iy grant nxunnu.na 0 be received trom SFTAS, SOCU, TETFUNO. The 2025~
terna

ecelved by the State:

ery low side, th

project However,

is envisaged
ged that the uptick in global economic activities will Increase the crude oll sales and eventually brings more Ogun State Audited Financial Statement, 2021

Approved Budget, Proposed 20222024 Medium
Term Expenditure Framework (MTEF), Three Year
Moving Average basis(2025-2030) Projection.

Ogun State Audited Financial Statement, 2021
Approved Budget, Proposed 2022 2024 Medium
Term Expenditure Framework (MTEF), Three Year
Moving Average basis(2025-2030) Projection.

Ogun State Audited Financial Statement, 2021
Approved Budget, Proposed 2022-2024 Medium
Term Expenditure Framework (MTEF), Three Year
Moving Average basis(2025-2030) Projection.

Ogun State Audited Financial Statement, 2021
Approved Budget, Proposed 2022-2024 Medium
Term Expenditure Framework (MTEF), Three Year
Moving Average basis(2025-2030) Projection.

Ogun State Audited Financial Statement, 2021
Approved Budget, Proposed 2022-2024 Medium
Yerm Expenditure Framewo k (MTEF), Year (202S-
2027) Projectionis based on 15% increase while
(2028-2030) is 20% increase.




. Expenditure
gendts
MMMS_,..W_ Costrepresents the wagebillofte Ste Government workers, funded from the revenue accruable to the
aﬁ This budgeted valuehas been on the increase from the year 2016 1o year 2019, while the actual figure witnessed
adecrease in yaar 2018 byt fose again in year 2 i is evi ;
S e [ 2] : e Sw;m sharp increase of over NTb is evident by the absolute  Ogun State Audited Fnancial Statement, 2021
. ) 31 personnel costs in year 2019 which coulq beascribed to the review of Health workers salaries, Agproved Budget, Proposed 2022-2024 Medium
1.Personnel costs (Salaries, Pensions, Civil Servant Socig Beneft, o) "eCTitment ofteachess ad contnuos extmentot stz e 2 pension obigations and payment of backiog on Term Expenditure Framework (MTEF), 5% increase
vgm._s.ﬂ;g_am Which were appropriately budgeted for. The above decision was necessary in the spirit of from rom (2025-2027)and 10%inreasein
continuity and sustaining social responsibility to the people of the State. The presentadministration’s absorption of (20282030,
new workers recruited by theimmediate pastadministration, new recruitment across the health sector prior/post - )
COVID-19 erisis ete, This also explains theincrease experienced in the budgeted personnel cost in 2021, The State i
Personndl Cost Projection of years 2025 to 2030 was based on averageinreaseof 1.5% to 2.0%. M
Overheads comprise mainly of operational and maintenance costs for funning day-to-day activities of the
Government. Overhead allocations are ansferred to MDAS on a monthly basis subjectto warrants and availability
ited Financial Statement, 2021
of fund. The actual overhead costs have been below the budget limit since 2016, this will be sustained in the medium onc.s w“aw.“a _sua_ _N 2022202 avzaaa
2.Overhead costs term. There should be concerted efforts 1o prune down the cost of governance, a necessary line of actionin an Aopro .nm. =
- . i’ Term Expenditure Framework (MTEF), 10% annual
inflationary environment. Hence, the government must review downiward (depress overhead costs) MDAs overhead ) from (2025-2030)
expenses substantially, but at reasonable percentages viz-a-viz revenue generation prospects of each MDAin the PRI R
State. The S tate Overhead Cost Projection of years 2025 to 2030 was based on averageinrease of 1.5% to 2.0%. |
I
The Public Debt Charges comprise of both principal and interest repayment for domestic and external loans. Pension  Ogun State Audited Financial Statement, 2021 _
. o and Gratutity arrears 2025 - 2030 is based on simple average of outstanding amount as at 2024 for period of 8 Approved Budget, Proposed 20222024 Medium ,,
3.Interest Payments (Public Debt Charges incuding inteests deuced from FAAC Years. Most of the domestic loans wil be fully repaid by 2025 which result to reductionin loan repaymentinthe  Term Expenditure Framework (MTEF) while 2025- |
outer years. 20301is on projection
4.Other Recurrent Expenditure (Excluding Personnel Costs, Overhead Costs and In Consolidated revenye charges was added to overhead cost
Capital expenditure represents the commitment of Government towards infrastructure development. Except for 2017 .
and 2018, performance of capital expenditure has been on the decrease owingto the State's inability to mobilize _
resources for execution of capital projects due o the shortfal in Government estimated revenue and the increase in f
recurrent expenditure which could not be correspondingly matched by the total revenue of the State. The negative m
effects of the pandemic on investment at both micro and macro level particularly had absolute impact on the State! Ogun State Audited Financial Statement, 2021 m
investments in capital projects in year 2020. Secondly, diversion of limited resources to the health sector to curb the Approved Budget, Proposed 2022-2024 Medium |
5.Capital Expenditure spread of the pandemic and necessary huge investment on social and welfare projects as palliatives ecessary during Term Expenditure Framework {MTEF), Three Year |
. thelockdown also affected the projected capitalinvestments in the year 2020. Prudent forecasting of revenue, and Moving Average Basis(2025-2030) Projection. :
hence the capital development fund, and tight control on recurrent expenditure, will help both increase the level of
capital expenditure and also improve performance against budget going forward. The S tate Capital Expenditure !
Projection of years 2025 to 2030 was based on average inreaseof 1.5% to 2.0%. The larger percentage of resource
allocation to Capital Projects is toalign with the best practice that bring about growth in the State Economy,
The closing Cash and Bank balance figures for 2021 to 2030 are computed using annual percentage increase of 3.0%.
i d Bank Balance represent the addition of budget Balance (which is Total Revenue minus Total Audited Financial sta
The closing Cash an L . 1l Statement
Uosing Cagy ad Bark and Bank Balanee Bxpenditure) and apening Cash and Bank Balance (which is gotten from the Annual Financial Statement),
Balance Closing Cash pendl
43




Uther Domestic m_:n:n:.n J

EE Borrowings  Planned Borrowings (new bonds, new loans, etc)) tor Debt Serat
eds from D€ ategy S1 New Domestic Finanding in Million Nairg eSS
proce 1ng 10 Debt Str Lommercial bank Loans {Maturity 1 1o Years, incy
a%%ai B L L o +IhCIuaing ngric Loans,
Commercial Bank Loans

or|
Infrastructure Loans, and MSMEDF) Onger, including Agric Loans,

- turity over six years
The State government will raise CBN Intarvention foan through Commercial Bank laans with a maturity 4

d N14189.78
Including Agric loans and infrastructure loans and MSMEDFfrom 2022 -2024.1.e, N5177.88,N8464.98 an
State Bonds (maturity 1 to S vears) respectively,

State Bonds (maturity 6 vears or longer)

The State government will raise additional funds from capital market in form of Bonds for a period of fifteen years
Other Domestic Financing With a coupon rate of 13.5%with a 15 years tanor from 2021 to 2030
New External Finandng in Million Us Dollar
External Financing - Concessional Loa

2?.-.52_:3_. 13 yeert
External Financing - Bilateral Loans ’ - African Development B: The State Government will access OGSEP WORLDBANK Loan at 2% for a period of 15 years with 3 moratorium of S ye.
Other External Fi nancing

eds from Debt-Creating Borrowings  Planned Borrowings (new bonds, new loans, etc) for Debt Strategy 2
proceeds

s2 New Domestic Finandng in Million Naira
Baivoi!n.o Debt Strategy Lommercial sank Loans {maturity 1

PR L Y R YT Py

Commercial Bank Loans (maturity 6
Infrastructure Loans, and MSMEDF)
State Bonds {maturity 10 5 vears)
State Bonds (maturity 6 vears or longer)
Other Domestic Financi ng

New External Finandng in Million Us Dollar
External Financing -

0 5 years, inciua; Ng Agric wans,

Years or longer, Including Agric Loans,

The State government will raise fund from Commercial Bank loans with a maturity over six years Including Agric loans
and infrastructure loans and MSMEDFfrom 2021 -2030

Concessional Loans (e.g.. World
External Financing - Bilateral Loans
Other External Financing

Bank, African Development Bank)

proceeds from Debt-Creating Borrowings "Planned Borrowings (new bonds, new loans, etc) for Debt Strategy 53
ooresponding to Debt Strategy $3 New Domestic Finandng in Million Naira
Commercial Bank Loans (maturity1to S Years, including Agric Lloans, Infrastructure Loans, and MSMEDF)
Lommercial Bank Loans (maturity b years or ionger, inciuaing Agric Loans,
Amfrncteiimtiica lnanr A RACKAERE
State Bonds (maturity 1 to S years)
State Bonds (maturity 6 years or longer)
Other Domestic Financing
New External Financing in Million US Dollar
External Financing - Concessional Loans (e.g., World Bank, African Development B:
External Financing - Bilateral Loans
Other External Financing

The State will source through world bank loan at a longer period and very low interest rate, i.e, 2% with a tenor of 20 w

Proceeds from Debt-Creating Borrowings - Planned Borrowings (new bonds, new loans, etc.) for Debt Strategy S4

pa Domestic Finandng in Million Naira
STmendioeto Debt strategy Sa !MM:SI.QQ»_ Bank rOwNm (Maturity 1 10 5 years, INCIUaINg Agric Loans,
P hansens Yor e dldel i ] r, iIncluding Agric Loans, The State government will raise fund from Commercial Bank loans with a maturity over six years
Commercial Bank Loans ?:mn:_‘_QOmv yoarseriongsn and infrastructure loans and MSMEDFfrom 2021 -2030
Infrastructure Loans, and MSMED!

State Bonds (maturity 1 to S years)
State Bonds (maturity 6 years or longer)
Other Domestic Financing
New External Finanding in Million US Dollar
External Financing - Concessional Loans (e.g., World Ban
External Financing - Bilateral Loans
Other External Financing

including Agric loans

Afri Development Bi The State will source through world bank loan at a longer period and very low interest rate, i.e, 2% with atenorof 20
k, African o

it
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ANNEXURES 11

Historical and projections of the S1_Baseline Scenario
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Projections 1
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Indicator
01
§ 2017 018 019 um g

03, L7 B - PR R —" )

Er Y

w1 00
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State GOP (at current prices) 212035406 281077
) A2, 81027662
Exchange Rate NGN/USS end-Period) - . L88318960 290380899 289164709 290056356 298071445 30971088 309956385 72984900 796349800 870000600 949866700
- 30650 32600 00 31900 MM 37900 7900 3900 7m0 nw 37900
Fiscal Indicators (Mlfion Naira) — . . R i
Revenue
1 rss Sattory Alocaton (s means ith o educions do i 700100 18547336 16300um8 15327006 11684130 31828007 3618873  3%SM05 43900502 46261389 me8s9  S4M083 52806036
P i o BIEBWE wwn wmm s mewss  wenss  emew 4l 0060 015 S3E083 55,0650
RIS S NN OGO 1 e o dsiuctons) 631664 118958 X098 Bwn  wusk 00 000 000 000 000 000 000 000
_._w.a_;_ﬂ.”_sdé_a s L8 MBI wamn 1sgsE 13309 00 000 00 000 000 000 000 000
2. Derivation (i gﬂ_s:s e State) _ A 000 000 000 090 000 000 000 000 000 000 000 000 000
3.0ther ;g.za ers (exchange rate gain, augmentation, others| 450213 35T 183801 195549 413498 090 090 3310 452000 553000 5,668.25 58129 59901
4. VAT Allocation BRI6SS 1089187 LTI6S1 1357049 100186 1919545 1919545 265400 3676500 4231000 4336775 U538 4583030
5.IGR TISSIAL  TABSSR BASSAN0  TIGOISE  SOSOTI0  BLILT BIILB ISLIM00 1745700 18376800 1934870 19851787 2087785
6. Capital Receipts BSHIS  6ISNNS BN WABIIE  M6I687 12805732 17196558 U005 164N 17503989 18253524 0147216 0015620
6.2, Grants 241408 W8 U764 WA T4 1609 S160% 1031200 39800 39800 a7 413005 2098
6.b. Sales of Government Assets and Privatization Proceeds 000 00 0.00 000 000 000 000 000 000 000 0.00 000 000
6.c, ther Non-Deb reating Capital Receipts 1070967 387417 2901 358064 000 000 000 000 000 000 00 000 000
10430 30571 000 000 704914 1289637 16680503 16001605  IBI6612 17111639 185378 1973021 19590638

6. Proceeds from Debt-Creating Borrowings (bond issuance, loan disbur

1028750 32100395 36213091 396AT4ES 3N 65958 4128159 50399783 52805696

Expenditure W90 1650 TESISHE 15208952 WIS TI6H0 193600 8504 8
o Pencione Givi : 50 ASME10 91520 SOAISM0 B9 TAT0I6 ; ! ; 109383 83,1433 8458164
1.Personnel costs (Salaries, Pensions, Civil Servant Social Benefits, other) ““.”MM i zw”” 0 B 3654 3396000 BA1664 7020900 7056000 71,084.00 1824026 7949210 8084347 82,298.65
Ol ' 6215 U036 56,199
M. “MH”“NMMM& [Public Debt Charges,including interests deducted from BIILI0  ILIAT0 115400 58@“” wﬁwm ﬂmuuﬂ Fsm_” M 00 _aw.s ﬂ% a&MM u.smn_w :um“““
Ja.ovich st Payments (Publc Debt Charges, xcludingintersts 564330 w60 30620 um““ O s 00 000 00 000 000 000 000 000
3..0f which Interest deducted from FAAC Allocation pon 00 000 0w 090 000 000 QM EE.S s " sus 000 00
A _ 184,110, ! 02 WIS D823
fxcluding Personnd Costs, Overhead Costs 3 sA1830 04650 16236305 17773800
M. Msm qm_.“m.” %Eeei ng 08 BN ﬁmmm uu.,“a o IsH USE  NAGM MRS MABN NGBS 8593 436509 55,1955
. Capital Expenditure 389250 566170 45 2 f
6. Amortization (principal payments w1 AusH B8 8 840 1% 1820 1100 30 “w
s 120 17013 “.,N:_ 546 415354 8N 9350 12300 13550 15400 16500 16800
BudgetBalnce (' means srpus ' means it T N_wa.a gos Bn SR DO IR MK oo ik Lo
OpeningCsh and Bank Badance g5 DS I0AUE
Closing Cash and Bank Balance

b
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Finandné Needs
. primary balance
i, Debt service
Amortizations
Interests

i Finanding Needs Other than Amortization Payments (e.g., Variation in Cash and Bank Bal )
. ances)

Financing SOUrces .
i, Finanang Sources Other than Borrowing

ji, Gross Bormrowings

Commercial Bank Loans (maturity 1 to 5 years, including Agric Loans, Infrastructure Loans, and Msh
Commertial BankLoans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSMEDR)

State Bonds (matufity 1105 years)

sate Bonds (maturity 6 years or longer)

Other Domestic Financing

External Financing - Concessional Loans (eg, World Bank, African Development Bank)
External Financing - Bilateral Loans

Other External Financing

Residual Financing

Deb Stodks and Flows (Million Nalra)

Debt (stock) 10572679
extemal 26,184.88
Domestic 79,54191

Gross borrowing (flow)

Extenal
Domestic

Amortizations (flow) ! 3164729
Extemnal 271333
Domestic 3137396

Interests (flow) 783651
Extemnal 10812
Domestic .,7839

Netb ing (gross b ring minus zations)

Extemal
Domestic

Deix and Debt-Service Indicators

Dex Stock as % of SGDP K]

Deix ok a % of Revenue (incuding grants and exdhuding other cipltal receipts [ XU

Debx Service 25 X of SGDP

Deix Service & % of Revenue (Incuding grants and exchding other aapltal receipts)
Irterest & X of SGDP

wterest as % of Revenue (inchding grants and exchading other capital recelpts)

Personnel Cast & X of Revenue (Incuding grants and exchuding other Gapital receipts)
;lzx.t'i’«’ll!'l’ﬂ[lllfia
For Deix Stodk a5 % of SGDP the adverse shodk i Bxpendiiure Expenditure

Oedx kock 2 X of SGDP

mﬁglwl»itl;_gilg- —

Sther capital receipts) the adverse shock i Revernue
Plt-ﬂlvl;;ilgiii

For Delx Service 25 % of SGDP the adverse shock - Historical  Historical
Delx Service as X of SGDP

O LSt Service 25 OF nevenue (INCAIONG §YaNTs ana
S1dng other capital receipts) the adverse shodk i Revenwe

Oelt Servir 1 of Reverae finchuding gramts and ¢chading oches capltal reccipes)

For Imeret s % of SGDP the adverse shock &= Expenditure  Expenditure
Eerest a5 % of SGDP
fﬁ!nﬂlliggﬂ!ﬂl&g Revenue

het aptal receipts) the adverse shock k- Reverue
IRt s X of Reve e {inchading grants and other apial receipts)

£

4313114

co4
. 8

g

L83
13110695
o016
166,805.8

4785023
118,954.80

20,486.70

19,690.80

116880
17,7341

47,0433
99,264.00

1514

2047

77,531.42
000
000
000

79,0428
277,48L07

173,166.12
s
%5,634.70
24,805.0

136480

“nEe
355268
40,500.94
148,562
76,167.02
72,19.40

B384
mse

Ba9

1657
-7 -3

M

3027

752

pUS’ ]

mn

nn

173,513.78
-83,010.14
95,492.64
29,539.36
65,953.28
1100
178513.78

178513.78
000

000

0.00
45,75020
000
132,763 59
0.00

0.00

001

10285173

506,335.85
558,1%.27
178513.78
pErN=L ]

45,750.19

102330
2851606

7212
S890L15
uaIHa
1BL740.8
1723413
1.1
3¢

3196

207
2238

780

197,321
-81,626.95
115,71216
43,655.09
7,067.07
300
19734211
0.00
973421
000

000

000
48,375.10
000

148,967 01
000

000

E

3042

248

5197

0.00

0.00

000
1332250
0.00
164,767.67
0.00

000

002

143200513

939,776.94
4222820
178,050.15
164,767.67
33in4e
,014.60
17,80131
SL23.8
81,266.64
15,500.86
8%’

146,966,356
-37,890.8

EEsBrbE

1758

s1219

174,841.89
-22,466.22
152,370.67
72,2139
80,349.28
500
174,841.89
000
174,841.89
000
000
000
685030
090
167,991.60
0.00
000
001
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