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Chapter 1:  Introduction

Katsina State Debt Sustainability Analysis — Debt Management Strategy (DSA-DMS) covers the
period of 5-year historical from 2016 to 2020 and 10-year projection 2021-2030, under various
macroeconomic assumptions and Shock scenarios. To ensure that State debt stock remains
sustainable in the medium to long-term, by using the State’'s macroeconomic framework, to assess
the current and future debt levels, as well as its ability to meet debt service obligations as and

when due, and without compromising growth and development.

The Katsina State DSA-DMS forecast for primary balance that comprises the difference between
revenue and expenditure, plus the existing debt service (interest payment and principal
repayments). The revenue was based on the harmonized revenue law of the state government,
which provided for capital gains tax, and other property tax to expand the tax base to maximally
increase the state internally generated revenue that are considered achievable. Also, the state
forecasts increased recurrent and capital expenditures with expected growth in the National
economy with cascading effects in the State's economy leading to increase in overall economic

activities in the private sector, as well as job creation in the public sector.

In the first quarter of the 2020, however, the Coronavirus Disease (COVID-19) which appeared in
Asia gradually became a global pandemic. The global fight against the deadly virus led to the
shutdown of the economies of the world and this affects Nigeria’s revenue that accrued to the
State. Both import and export commodities were affected. This unprecedented dire situation led
to recession in some part of the world. Nigeria had it fear share of the COVID-19 pandemic
recession due to fall in the revenue and this seriously led to loss of job, businesses, and lives. In
addition, the world economy suffers greatly due the consequences of policies like lockdown, which
came into effect in many parts of the world to contain the virus. Nigeria and many countries are

currently experiencing various degrees of economic difficulties.

The Government has put in place a harmonized revenue law to expand the tax net and boost
Internally Generated Revenue. The increase in Internally Generated Revenue is expected to
positively impact on the debt obligations as well as economic development of the State. The State
plans to augment the State budget through borrowings from domestic loans and external loans.

In addition to this, the COVID -19 pandemic hit Nigerian States toward the end of 1*' quarter of



2020, and this adversely affected the economy’s positive economic performance. Consequently,
the MTDS had to be recalibrated to ensure the financing gap of government a met at minimum

costs and risks.

The economy of the State is basically agrarian with a cultivable 2.4 million hectares of land out of
which 1.6million is under cultivation, leaving land area of 800,000 hectares, equivalent to one third
of the total cultivable land available for investment. Agriculture is the backbone of Katsina State’s
economy and 75 percent of the population is involved in subsistent farming and livestock rearing
A vast proportion of the land is suitable for cultivation and a variety of crops can be grown Current
agricultural products include guinea corn, millets, maize, cowpeas, cotton, and groundnut. The
State government is currently making effort to promote livestock production by providing variety
of services such as pesticide sprays, subsidized chemical fertilizers and veterinary services to

counter plant and animal diseases.

Large deposits of metallic and iron-metallic minerals are found in the region. These include: Kaolin,

asbestos, gold, uranium, nickel, chromite and silica sand.

The marketing channel for these crops consists mainly of three alternative channels. First is the
movement from the producer through the rural wholesaler/assemblers and rural retailers to
consumers. The second channel is the movement from the producers through the processors to
either the rural assembler/retailers or to the urban market wholesalers, retailers and even
consumers. The third is that arising directly from the producers to the rural or urban
consumers/retailers. A substantial cross-border trade exists in grain between the international

marketers and Niger Republic.

Usually, these crops are sold as grains at farm gates, local markets or exported to other states in
the country. Intermediate processed products such as Flour, cooking oils, tuwo pap/ snack and
mills are some of the pathways in the marketing of these crops. Maize and sorghum are used
increasingly as partial substitute for wheat in bakery, biscuits and pastry industries as well as raw
materials in the beverage and brewing industries. Household consumption of these crops has

resulted in their limited availability for industrial use.



Katsina is major source for grains to industries located in other parts of the country. The markets
where these products are sold in Katsina State are categorized into: international, large, medium
and small markets depending on the size, the demographics of attendees and location. The
international markets such as Jibia and Mai'adua cater for traders within the state and cross-

border trading activities between the State and Niger Republic.



Chapter 2:  The State Fiscal and Debt Framework

The 2021 Budget is government premeditated to lay emphasis on legacy projects, dry season
farming, irrigation, and reconstruction of flood-ravaged infrastructure, in order to safeguard and
solidify our achievements. Provision of welfare packages to our people especially is this difficult
period will remain our major concern, while effective healthcare services and quality education
creation of employment opportunities and improved infrastructure will continue to be accorded

high premium.

2.1 Medium-Term Budget Forecast

Katsina State Medium Term Expenditure Framework (MTEF) constitute the major components of

the Annual Budget Process. These set of principles provides logical starting point for the

development of Medium-Term Expenditure Framework (MTEF), which highlight the context of the

annual budget. The key objective and targets for the State Government from a fiscal perspective

are to:

a. effectively manage personnel and overhead expenditure to allow greater resource for capital
development;

b. grow IGR by a minimum of 5% every year from 2021 to 2023;

c. ensure loans will only be used for implementation of capital projects;

d. achieve long term target of funding all recurrent expenditure with revenue of a recurrent
nature (IGR, VAT and Non-mineral component of Statutory Allocation);

e. target sources of capital receipts and financing outside of loans (e.g. Grants, PPP, etc.);

f.  ensure projected Capital receipts are based on Memoranda of Understanding (MoUs) and
other agreements signed with Development partners;

g. ensure that the State’s Debt position is within the ratio set by the Federal Debt Management
Office, Abuja;

h. give priority to the completion of ongoing capital projects before new projects are
commenced; and,

i. grow the economy through targeted spending in areas of comparative advantage such as

agriculture, trade, and tourism.

The foundation for any fiscal discipline and the attainment of fiscal realism starts with the

Economic and Fiscal Update (EFU). It (the EFU) presents data and analyzed information on all the
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strata of the state, national and global economic and fiscal situations. This forms the basis for
fiscal and macroeconomic assumptions and projections reflected in the Fiscal Strategy Paper
which also goes further to manifest medium-term fiscal projections (revenue and expenditure).
The EFU gives a measured reflection of recent budget performance identifying factors that
significantly affects the attainment of budgetary outputs and outcomes which transmit into the

subsequent fiscal plans.

The EFU provides the context for a prospective Fiscal Strategy Paper (FSP) that feeds into the
Medium-Term Expenditure Framework (MTEF) where resources are strategically allocated
considering Government policy objectives and priorities as dictated by the budget policy

statements.

Thus FSP is an indispensable element in annual budget process as it determine the resources
available to fund government prioritized projects and programmes in a sustainable manner and
consistent with its development policy objective and priorities as encapsulated in the existing
policy document It provides justification and corroborate the estimation for medium-term major
Revenue and Expenditure aggregates including important components of the MTEF Process such
as fiscal targets, fiscal constraints and an assessment of the fiscal risks. The details of the

macroeconomic assumptions are as shown in the table below.



Katsina State Medium Term Expenditure Framework (MTEF), 2021-2023

Items 2021 2022 2023
National Inflation 11.95% 10.94% 11.02%
National Real GDP Growth 3.00% 4.68% 3.86%
Oil Production Benchmark 1.8600 2.2000 2.2000
Oil Price Benchmark $40 $40 $40
Gross Statutory Allocation 74,888.22 82,377.04 90,614.75
Derivation 0.00 0.00 0.00
Other FAAC transfers 11,072.40 7,779.64 8,557.60
VAT Allocation 30,025.00 33,027.50 36,330.25
IGR 15,612.10 17,173.31 18,890.64
Recurrent Revenue 131,597.72 140,357.49 154,393.24
Grants 43,950.12 48,345.13 53,179.64
Other Non-Debt Creating Capital Receipts 37,591.73 41,360.90 45,485.99
Capital Receipt 81,541.84 89,706.03 98,665.63
Personnel costs 31,679.09 34,846.99 38,331.69
Overhead costs 44,116.96 14,216.47 15,638.11
Other Recurrent Expenditure and Debt Charges 7,924.06 38,638.66 42,491.52
Capital Expenditure 197,917.67 217,709.44 239,480.39
Total Expenditure 281,637.78 305,411.56 335,941.72
New Domestic Borrowing 50,000.00 55,000.00 60,500.00
New External Borrowing 18,498.22 20,348.04 22,382.85
Financing (Borrowing) 68,498.22 75,348.04 82,882.85




Katsina State’s Budget Policy Thrust

The 2021 Budget which is tagged “Budget of Recovery and Consolidation” is designed to
complete ongoing projects and initiate other capital projects that can be completed within the
life of this Administration. the budget is citizens-based budget due to the fact that prior to the
budget preparation, citizens’ sensitization was conducted. During the sensitization, citizens were
engaged to provide their input into the 2021 budget. The total budget for the 2021 fiscal year is
in the sum of N282,787 billion with 70 percent Capital Expenditure and 30 percent Recurrent
Expenditure. In aggregate terms, the 2021 Budget is higher than that of 2020 revised budget by
N101,157,587,479.00. The 2021 Budget is structured with a total recurrent expenditure of N86.426
billion which is equivalent to 30 percent of the total budget and capital expenditure of N196.161

billion which is 70 percent of the total budget.

The overall size of the 2021 budget will be based on resource estimates as provided in the Fiscal
Strategy Paper (FSP) and sector allocations in line with the State's development priorities. The
2021 budget will focus on Agriculture and Rural Development, Infrastructural Development,
Health, Education, Water Supply and Sanitation, Environment, Lands and Housing, Culture and
Tourism and Youth and Women Empowerment. In the entire sub sectors, priority will be given to

on-going projects.

The 2022 Budget Policy thrust is as follows:

a. The Planning instrument of Medium-Term Sector Strategies will be the basis for MDAs 2022
budget proposal

b. Strict Adherence to the principles and letters of Fiscal Responsibility Law (FRL) 2010 and State
Public Procurement Law (PPL), 2010 in the day-to-day implementation of the budget.

c. Prompt payment of State counterpart contributions to attract additional resources for
funding projects and programmes.

d. New projects will only be provided for after ensuring adequate provision for on-going
projects.

e. Sustain investment in Agriculture to achieve self-sufficiency in food production and security;

f.  Use Result Based Monitoring and Evaluation (RBM&E) framework to track project and

programme implementation.



g. Strengthen Social Safety Net Programmes to further mitigate the impact of the current
economic situation on the poor and vulnerable groups within Katsina State.

h. Improve revenue base of the State through effective and efficient collections from the existing
sources and exploration of new sources by revenue generating MDAs.

i.  Continued sustenance of free education programme including School feeding programme
and ensuring quality control in the education system.

j. Construction of new and Maintenance of existing physical infrastructure and facilities (Roads,
Water and Public buildings).

k.  Strengthen public service for efficiency, productivity and value for money through capacity
building and incentives.

l.  Strengthen provision of social services through whole School and Hospital approach.

m. Prioritize investment in projects and programmes that will enhance job creation, employment
generation and contribute to poverty reduction.

n. Improve funding of MDAs for better service delivery.

o. Strengthen coordination of partners’ activities in line with the State's development priorities;

p. Adequate provision and timely payment of MDAs outstanding debts/liabilities with Katsina
State Debt Management Department (DMD).

g. Increase allocation to address issues of insecurity in the State.

r.  Prioritize allocation and release of fund to post-Covid-19 recovery programmes.

Legislative Framework for Public Financial Management in Katsina State

The fundamental law governing Public Financial Management (PFM) in Nigeria and Katsina State
in particular is the 1999 Constitution as amended. Section 120 and 121 of the Constitution
provides that all revenues accruing to Katsina State Government shall be received into a
Consolidated Revenue Fund (CRF) to be maintained by the Government and no revenue shall be
paid into any other fund, except as authorized by the State House of Assembly for a specific
purpose. The withdrawal of funds from the CRF shall be authorized by the through the annual
budget or appropriation process. The Governor of Katsina State shall prepare and lay expenditure
proposals for the coming financial year before the, and the shall approve the expenditure proposal
by passing an Appropriation Law. The Appropriation Law shall authorize the executive arm of

government to withdraw and spend the amounts specified from the CRF.
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Institutional Framework for Public Financial Management in Katsina State

The Constitution vests the executive powers of the State in the Governor. The Constitution
provides that “the Governor shall cause to be prepared and laid before the House of Assembly on
or before the last business day of August of each financial year, containing estimates of the
revenues and expenditure of the State for the next three financial years”. The Governor of Katsina
State exercises his executive powers directly or through the Deputy Governor, the Commissioners,

Special Advisers, Permanent Secretaries, and other officers in the public service of the State.

Chapter 3: The State Revenue, Expenditure, and Public Debt Trends (2016 - 2020)

The Katsina State economy experienced a growth under Internally Generate Revenue (IGR) from
N5.546 billion in 2016, N5.303 billion in 2017, N5.931 billion in 2018, N7.956 billion in 2019, and
N10.822 billion in 2020, respectively, which represent a grow by N5.276 billion or 95.13 percent
from 2016 to 2020. The growth in IGR was due to economic reforms to improve tax and other

service sectors, as well as other initiatives by the Government.

3.1 Revenue and Expenditure

3.1.1 Revenue: The State’s economy comprises Statutory Allocation, VAT Allocation, IGR, and
Capital Receipt. the State’s Revenue amounted at N49.781 billion in 2016, N88.095 billion in 2017,
N96.372 billion in 2018, N88.983 billion in 2020 and N94.449 billion in 2020, respectively.

3.1.1.1 Gross FAAC Allocation: Katsina recorded a declined in the review period relative to the
preceding year, as the FAAC Allocations declined by N3.677 billion or 4.77 percent, compared with
N40.234 billion in 2016, N81.451 billion in 2017, N86.958 billion in 2018, N77.096 billion and
N73.419 b9illion, respectively. the decline in 2020 was due to the COVID-19 pandemic which led
to the shutdown of the economies of the world, Nigeria and this affects Nigeria's revenue that

accrued to the State.

3.1.1.2Internally Generated Revenue: Katsina witnessed modest growth and significant
improvement in the State IGR, where the IGR grew from N5.546 billion in 2016, N5.303 billion in
2017, N5.931 billion in 2018, N7.956 billion in 2019, and N10.822 billion in 2020, respectively. The
improvement in IGR before pandemic is mainly due to the tax reforms aimed at improving

collection efficiency and broadening the tax revenue base in the State.
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3.1.1.3 Grants: The actual grant received by Katsina State Government comprises internal grants
and external grants. Katsina State Grants received in five years was N4.000 billion in 2016, N1.341

billion in 2017, N3.483 billion in 2018, N3.930 billion in 2019 and N10.208 billion from 2016 to

2020, respectively.

Revenue 2016 2017 2018 2019 2020
Total Revenue 49,781 88,095 96,372 88,983 94,449
Gross FAAC Allocation 40,234 81,451 86,958 77,096 73,419
IGR 5,546 5,303 5,931 7,956 10,822
Grants 4,000 1,341 3,483 3,930 10,208

Chart 1: Revenue (NS million)
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3.1.2 Expenditure: The State’s Total expenditure covers Capital expenditure, Personnel costs,
Overhead costs, other recurrent expenditure, and Debt service (interest payment and principal
repayment) recorded at N79.969 billion in 2016, N102.937 billion in 2017, N96.730 billion, 104.616
billion in 2019, and N111.939 billion, represent a increase by N31.971 billion or 39.98 percent over

the historical (actual) year from 2016 to 2020.

3.1.2.1 Personnel: Katsina State Personnel costs stood at N22.083 billion in 2016, N24.507 billion
in 2017, N25.728 billion in 2018, N29.185 billion in 2019 and N31.627 billion in 2020, respectively.
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The actual figure for personnel cost represent an increase with the period from 2016 to 2020 by

N9.544 billion or 43.23 percent.

3.1.2.2 Overhead Cost: The actual Overhead costs amounted at N12.251 billion in 2016, N12.359
billion in 2017, N17.928 billion in 2018, N17.355 billion in 2019 and N16.295 billion in 2020,

respectively.

3.1.2.3 Debt Service: The actual Total debt service that comprises the interest payment and
principal repayment stood at N4.459 billion in 2016, N3.756 billion in 2017, N4.063 billion in 2018,
N3.697 billion in 2019 and N3.592 billion in 2020, respectively.

3.1.2.4 Other Recurrent Expenditure: Other Recurrent Expenditure stood at N5.000 billion in
2020 compared to N9.326 billion in 2019, representing a declined of N4.326 billion or 46.39

percent.

3,1,2,5 Capital Expenditure: the actual Capital Expenditure stood N55.425 billion in 2020
compared with N54.379 billion in 2019, N49.011 billion in 2018, N56.707 billion in 2017, and
N31.850 billion in 2016, represent an actual grow of N23.575 billion or 74.02 within the period.

Expenditure Performance 2016 2017 2018 2019 2020
Total Expenditure 79,969 | 102,937 | 96,730 | 104,616 | 111,939
Personnel 22,083 24,507 25,728 29,185 31,627
Overhead Costs 12,251 12,359 17,928 17,355 16,295
Debt Service (Interests + Amortizations) 4,459 3,756 4,063 3,697 3,592
Other Recurrent Expenditures 9,326 5,609 0 0 5,000
Capital Expenditure 31,850 56,707 49,011 54,379 55,425

13



Chart 2: Expenditure (NS million)
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3.2.1 Debt Stock — The Katsina State Debt Stock comprised External and Domestic Debts which

was stood N38.682 billion in 2016, N51.868 billion in 2017, N49.897 billion in 2018, N91.949 in

2019, reduced to N69.322 billion in 2020, the actual declined in stock was largely due the

repayment from Contractors Arrears amounted to N7.772 billion with the period. The External

Debt increase from N17.232 billion in 2016 compared to N21.291 billion in 2020, while the

Domestic Debt stock amounted at N21.450 billion in 2016, N31.116 billion in 2017, N30.853 billion

in 2018, N66.164 billion in 2019, and N48.031 billion in 2020.

2016 2017 2018 2019 2020
Outstanding Debt (Old + New) 38,682 51,868 49,897 91,949 69,322
External 17,232 20,752 19,044 25,785 21,291
Domestic 21,450 31,116 30,853 66,164 48,031
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Chart 3: Debt Stock (NS million)
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3.2.2 Debt composition: The main domestic debt portfolio consists of Budget Support Facility,
Salary Bail out loans, Excess Crude Account Backed Loan, Micro Small & Medium Enterprise
Development Fund, Contractor's Arrears and Pensions & Gratuity arrears. While the External Debt
from World Bank. In 2020 the composition of external debt (30.71 percent) and domestic debt
(69.29 percent), compared to the debt composition of the external debt (28.04 percent) and
domestic debt (71.96 percent) in 2019.

3.2.3 Debt Service: Katsina State total debt service that comprises the interest payment and
principal repayment stood at N5.493 billion in 2016, N8.742 billion in 2017, N14.592 billion in
2018, N9.040 billion in 2019 and N12.146 billion in 2020, respectively.

Debt Service increase was largely due to the repayment of Commercial Agricultural Loans of
N4.229 billion in 2017 and N8.458 in 2018, settlement of Contractors Arrears of N1.881 in 2018,
N2.562 billion in 2019 and N7,772 billion in 2020, respectively.

The actual Principal Repayment stood at N11.183 billion in 2020 compared to N3.664 billion in
2016. Interest Payment amounted to N963 million in 2020, N1.904 billion 2019, N1.840 billion in
2018, N1.399 billion in 2017, and N1.829 billion, respectively.

15



Principal Repayment 2016 2017 2018 2019 2020
Principal Repayment 3,664 7,343 12,752 7,135 11,183
External 922 1,093 1,069 1,191 1,433
Domestic 2,741 6,250 11,683 5,945 9,751
Chart 4: Pricipal Repayments (NS million)
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4,000
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2016 2017 2018 2019 2020
I External Domestic e principal Repayment (Old + New)
Interest Payment 2016 2017 2018 2019 2020
Interest Payment 1,829 1,399 1,840 1,904 963
External 128 155 157 149 163
Domestic 1,701 1,245 1,683 1,755 800
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Chapter 4: Debt Sustainability Analysis

“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”.

Table 1: Katsina State Debt burden indicators as at end-2020
Indicators Thresholds Ratio
Debt as % of GDP 25% 2.49
Debt as % of Revenue 200% 7340
Debt Service as % of Revenue 40% 12.86
Personnel Costas % of Revenue 60% 3349
Debt Service as % of FAAC Allocation Nil 16.54
Interest Payment as % of Revenue Nil 1.02
External Debt Service as % of Revenue Nil 1.69

Note: Nil means not available

Source: Katsina State DMD

4.1 Borrowing Options

The borrowing options are considered due to the timing of government’s cash flows throughout
the fiscal year. Domestic borrowing serves as one of the main sources of borrowing with average
ratio of 65.92 percent compared with 34.08 percent over the projection period from 2021 to 2030
and given the limited funding envelopes from the external borrowing with long processing time
required, domestic borrowing are mainly through: the commercial banks, Federal Government

and other Central Bank of Nigeria (Interventions) loans are main source of financing.
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Borrowing Options

| 2021 2022| 2023 2024| 2025] 2026 2027| 2028| 2029| 2030

Domestic Financing n  NGN'’ Mi I I i on

Commercial 8,498.2 18,000.0 23,500.0 | 13,804.2 | 12,958.8 | 10,080.5 6,000.0 9,340.1 | 13,089.6 | 3,524.2
Bank Loans
1<>5years

Commercial 32,500.0 16,500.0 22,000.0 0.0 0.0 0.0 0.0 6,239.9 9,865.6 0.0
Bank Loans -
6 years >

State Bonds 0.0 0.0 0.0 17,581.8 0.0 0.0 0.0 0.0 0.0 0.0
-1<>5
years)

State Bonds 0.0 20,500.0 15,000.0 0.0 23,500.0 0.0 0.0 0.0 0.0 0.0
- 6 years >

Other 9,001.8 0.0 0.0 0.0 6,500.0 0.0 0.0 0.0 2,386.2 0.0
Domestic
Financing

ExternalFinancing n US$’ Mi I | i on

External 48.8 53.7 59.1 0.0 53.4 31.9 0.0 22.4 0.0 30.7
Financing -
Concessional
Loans (e.g.,
WB, AfDB)

External 0.0 0.0 0.0 47.7 0.0 0.0 35.7 0.0 26.5 0.0
Financing -
Bilateral
Loans

Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
External
Financing

Tot al Gross Borrowing Requirements in NGN’ Mi I I i on

Total Gross | 68,498.2 75,348.0 82,882.8 | 49,447.0 | 63,181.6 | 22,170.8 19,547.2 | 24,0555 | 35,378.6 | 15,175.7
Borrowing

4.2 DSA Simulation Results

Revenue, expenditure, overall and primary balance over the long-term.

The Macroeconomic framework is based on IMF’s national real GDP growth and inflation forecasts
from April 2021, IMF World Economic Outlook document, and mineral benchmarks (oil price,
production and NGN/USD exchange rate) from Federal Government of Nigeria's MTEF/FSP 2021-
2023.

4.2.1 Revenue is expected to grow during the projection period, driven largely by expected
improvement through FAAC allocation by N31.206 billion or 26.91 percent, IGR by N6.011 billion
or 38.50 percent, were the Grants estimated to decline by N38.948 billion or 88.62 percent, during
the projection period. The FAAC allocation is estimated to increase in the medium term from
N11.986 billion in 2021 to N135.503 billion in 2023, IGR projected at N15.612 billion in 2021,
N17.173 billion in 2022, and N18.891 billion in 2023, respectively. The Grants estimated to
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increase from N43.950 billion in 2021, N48.345 billion in 2022, N53.180 billion in 2023,

respectively.

Estimated on Revenue were sources from the Approved 2021 Budget; Medium Term Expenditure
Framework (MTEF), 2021-2023; the projections period from 2024-2030 projections as estimated

by the official of Katsina State Ministry of Budget and Economic Planning.

Chart 16: Revenue (NS million)
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4.2.2 Expenditure — Expenditure projected to grow by N51.304 billion or 17.99 percent in the
medium term of 2021-2023, the Capital expenditure has the largest share over the estimated
period. indicating stability in the state growth recovery. The growth in the period is predicated on
sustaining effective implementation of the new laws. Government is expected to continue its fiscal
strategy of directing resources to the most productive and growth-enhancing sectors, including
Agriculture, Infrastructure, Manufacturing, Housing and Construction, Education, Health and

Water Resources within the period.

Estimated on Expenditure were sources from the Approved 2021 Budget; Medium Term
Expenditure Framework (MTEF), 2021-2023; the projections period from 2024-2030 projections as

estimated by the official of Katsina State Ministry of Budget and Economic Planning..

20



4.2.2.1 Personnel — The on-going staff verification is to check abnormalities in the pay roll. The
State is determined to sustain the trend to reduce personnel cost. It is anticipated that the number
of political office holders will also be reduced, and the personnel cost is projected to register

increase by 21.00 percent 2021 to 2023 respectively.

4.2.2.2 Overheads — Estimated at N44.11 billion in 2021, N14.216 billion in 2022, N15.638 billion
in 2023, N15.091 billion in 2024, N15.317 billion in 2025, N15,547 billion in 2026, N15.780 billion
in 2027, N16.017 billion in 2028, N16.417 billion in 2029, and N16.828 billion in 2030, respectively.

4.2.2.3 Total Debt Service —is based on the projected principal and interest repayments for 2021
to 2030. Hence, an own value has been used anticipating that public debt charge will remain

largely stable with minimal growth over the projection period.

4.2.2.40ther Recurrent Expenditures — other recurrent expenditure comprises Social
Contribution and Social Benefits estimated to increase by N2.728 billion in 2021, N24.088 billion
in 2024, N20.341 billion in 2027, N22.074 billion in 2030 respectively.

4.2.2.5 Capital Expenditure - is based on the balance from the recurrent account plus capital
receipts, less contingency reserve as outlined above. The percentage of capital as percentage of
total expenditure in 2020 stood at 49.51 percent, compared with the 2021 projection which
estimated at 69.41 percent, 71.40 percent in 2022, 71.18 percent in 2023, 58.84 percent in 2024,
48.88 percent in 2025, 38.72 percent in 2026, 38.92 percent in 2027, 41.05 percent in 2028, 40.53

percent in 2029 and 44.07 percent in 2030 respectively.
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Chart 17: Expenditure (NS million)
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4.3 Primary Balance -The fiscal deficit of Katsina State Medium Term Expenditure Framework
(MTEF), 2021-2023, the estimate for 2021 was N68.498 billion, 2022 was N75.349 billion, and 2023
was N82.883 billion, respectively. Gross Financing Needs is the sum of budget deficits and
funds required to roll over debt that matures over the year. The fiscal deficit projection
beyond the projection period of 2021 — 2023 is estimated to have an average of N32.708 billion
from 2024 to 2030. The fiscal deficit projection beyond the MTEF period is hinged on the
anticipated improvement on the revenue due to the various initiatives and reforms by

Government, as well as efficiency and quality of spending.

Katsina State should sustain the current Budget reform programme particularly as it relates to the
preparation of a realistic budget, ensuring policy-plan-budget linkages using the State MTSSs,
and early passage of the budget. Efforts should be made to prepare MTSS for other sectors not

yet provided for.

Katsina State must continue to monitor the performance of mineral-based revenues to ensure
estimates are consistent with the latest development globally and within the Federal
Government's budget process. If the benchmark price of crude in the Federal FSP is lower or

higher than $50 per barrel used herein and IMF, World Bank, OPEC and US Energy Information
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Administration Reports validates the oil price benchmark provided in Federal FSP, the State should

revisit the assumptions and recalculate statutory allocation.

4.4  Debt Stock - Katsina State's Debt Stock estimated to increase from N130.144 billion in
2021, N197.307 billion in 2022, N266.070 billion in 2023, N298.323 billion in 2024, N332.428 billion
in 2025, N322.818 billion in 2026, N309.411 billion in 2027, N302.704 billion in 2028, N298.278
billion in 2029, and N291.992 billion in 2030, respectively.

Chart 18: Debt Stock (NS million)
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Debt Service projected at N8.696 billion in 2021, N27.450 billion in 2023, N55.512 billion in 2016,
N50.305 billion in 2028, and N38.498 billion in 2030 respectively. Principal Repayment estimated
at N.676 billion in 2021, N18.185 billion in 2024, N32.954 billion 2027, and N21.462 billion in 2030
respectively, compared with the Interest Payment of N1.020 billion in 2021, N19.437 billion in
2024, N21.958 billion in 2027 and N17.036 billion in 2030. (Charts 18 to 20, below)
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Chart 19: Pricipal Repayments (NS million)
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Chart 20: Interest Payments (NS million)
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4.5 Main Key Findings

Under Baseline Scenario, the Debt Sustainability Analysis results shows that the ratio of Debt as
% of GDP is projected at 3.92 percent in 2021, 5.35 percent in 2022, 6.53 percent in 2023, 6.71
percent in 2024, 6.89 percent in 2025, 6.13 percent in 2026, 5.38 percent in 2027, 4.82 percent in
2028, 4.35 percent in 2029 and 3.90 percent in 2030, respectively, as against the indicative
threshold of 25 percent.

On the Total Debt Sustainability Analysis, the results show that the ratio of Debt to revenue
remains below its indicative threshold under the Baseline scenario. However, based on the Most
Extreme Shock in Revenue, Expenditure, Exchange rate and Interest rate, and historical remains

moderate debt distress over the projection period.

2021 DSA exercise shows that there is substantial Space to Borrow based on the state’s current
revenue profile. Meanwhile, the ratios of Debt Service to Revenue and Personnel Cost to Revenue
trends remains under the threshold over the projection period from 2020 to 2030, with the
strongminded efforts by the State Government through its various initiatives and reforms in the

key sectors of the economy.

The revenue-based indicators show that the Debt to Revenue projected at 73.40 percent in 2021,
104.56 percent in 2022, 128.18 percent in 2023, 141.43 percent in 2024, 199.23 percent in 2025,
190.84 percent in 2026, 180.42 percent in 2027, 180.30 percent in 2028, 174.10 percent in 2029,
and 167.99 percent in 2030 respectively and were still below the threshold of 200 percent. Katsina
State would remain under the threshold for Debt to SGDP ratio for 25 percent over the projection

period.

For the Debt Service to Revenue, the outcome estimates the ratios at 4.95 percent in 2021, 8.03
percent in 2022, 13.22 percent in 2023, 17.90 percent 2024, 29.67 percent in 2025, 32.82 percent
in 2026, 32.02 percent in 2027, 29.96 percent in 2028, 33.99 percent in 2029 and 22.15 percent in
2030 respectively, as against the threshold of 40 percent to the end of the projection period in

the medium to long term.
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The Personnel Cost to Revenue remained under state threshold of 60 percent from 18.05 percent
in 2021, 18.47 percent in 2023, 23.32 percent in 2025, 23.14 percent in 2027, 23.53 percent in 2030

respectively. Thus, Katsina State Debt remained sustainable on the revenue and debt indicators.

Debt Service to Gross FAAC Allocation estimated at 7.50 percent in 2021, 35.70 percent in 2025
and 26.15 percent in 2030. The projections of Interest to Revenue estimated at 0.58 percent in
2021, 6.42 percent in 2023, 12.84 percent in 2025, 11.64 percent in 2028 and 9.80 percent in 2030
respectively. and External Debt Service to Revenue estimated to increase from 0.63 percent in
2021, 0.84 percent in 2022, 1.06 percent in 2023, 1.23 percent in 2024, 1.91 percent in 2025, 2.03
percent in 2026, 2.25 percent in 2027, 2.23 percent in 2028, 3.07 percent in 2029 and 4.13 percent
in 2030 respectively. Thus, Katsina State Debt remained sustainable on the revenue and debt

indicators.
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4.5 Conclusion

The outcome of the 2021 DSA revealed that Katsina's Total Debt remains sustainable at a
Moderate Risk of Debt distress with substantial space to accommodate shocks. Katsina State
Risk Rating remains at a Moderate Risk of debt distress with capacity to accommodate shocks in
Revenue, Expenditure, Exchange rate and Interest Rate. The ongoing efforts by the government
towards improving revenue generation and diversifying the economy, through various initiatives
and reforms in Tax Administration and Collections, as well as the Strategic Revenue Law, would
improve the outlook for Total Debt with enhanced revenue performance. Thus, the Revenue

indicators and Borrowing Space are expected to improve in the medium to long-term.

4.6 DSA Sensitivity Analysis

Katsina State, 2021 DSA analysis remains at moderate risk of debt distress under sensitivity
analysis. The State DSA analysis shows deteriorate related to revenue shocks, expenditure shocks,
exchange rate shocks, interest rate shocks and historical shock, that would lead to increase Gross
Financing Needs over the projection period. The shocks apply breached the threshold under debt
as percent of Revenue from 2024 to 2030 under revenue and expenditure shocks. The debt service
as percent of Revenue breached the benchmarks from 2026 to 2030 through revenue and
expenditure Shocks. There is, an 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.
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Chapter 5: Debt Management Strategy

Public debt management is the process of establishing and executing a strategy for managing the
government'’s debt in order to raise the required amount of funding at the lowest possible cost
over the medium to long run, consistent with a prudent degree of 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, in light of 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 Katsina. 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 Katsina's Debt Management Strategy, 2021-2025, analyses the debt
management strategies outcomes of the three debt management performance indicators namely
Debt Stock to Revenue, Debt Services to Revenue and Interest to Revenue. The cost is measured
by the expected value of a performance indicator in 2025, as projected in the baseline scenario.
Risk is 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 “status quo” MTEF Financing Mix: It follows the broad parameters
of the financing mix in the fiscal year 2021 and MTEF 2021-2023. External gross borrowing under
Concessional loans and Bilateral Loans accounts on average 24.00 percent and 5.32 percent over
the strategic period (2021-2025). The Domestic gross financing comprises commercial bank loans,
State bonds and other domestic financing. The Commercial Bank loans with the maturity of 1-5
years is projected to account on average of 22.62 percent over the strategic period. The
Commercial Bank loans (maturing 6 years above), State Bonds (maturing 1-5 years), State Bonds
(maturing 6 years above) and Other Domestic Financing estimated with an average of 20.92

percent, 5.18 percent, 17.39 percent and 4.57 percent over the DMS period of 2021-2025.
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Strategy 2 (S2) focus more financing through commercial bank loans: In this strategy it has
been assumed the distribution between external and domestic borrowing remains the same in
2021 as its in strategy 1. The remaining of borrowing distributions from 2022 to 2025, the state
government will focus its financing through commercial bank loans with average 25.55 percent
under 1-5 years tenure and 36.66 percent under above 6 years tenure, other gross financing needs
through the State bond (maturing 1-5 years) and State bonds (maturing 6 years above) and other
Domestic Financing which was estimated to account on average of 7.10 percent, 19.22 percent

and 2.56 percent over the strategic period.

Strategy (S3) focus its financing through domestic debt market: In strategy 3, the government
decided to focus its financing from 2021 to 2025, through State Bonds (1-5 years), State Bonds
(above 6 years), Commercial Bank loans (1-5 years), Commercial Bank loans with the maturity of
above 6 years, other Domestic Financing and Concessional Loans with an average of 20.66
percent, 12.64 percent, 29.05 percent, 24.68 percent, 3.78 percent and 9.19 percent, respectively.
This strategy considers the scenario where proportions of external and domestic debt instruments

in 2021 remains the same with strategy 1.

Strategy (S4) increases the share of external borrowing: In this strategy, External Financing
represent an average of 20.97 percent from 2021 to 2025, which comprises Concessional Loans
of 26.43 percent and Bilateral loans 15.51 percent. Other gross financing comprises other
Domestic financing, through Commercial bank loans (1-5 years), Commercial bank loans (above
6 years), State bond (1-5 years) and other Domestic Financing with average period of 25.51

percent, 22.39 percent, 6.06 percent, and 4.10 percent, respectively.

5.2 DMS Simulation Results

Analysis of strategies & outcomes of the analysis. The cost risk trade off charts illustrates the
performance of the alternative strategies with respect to four debt burden indicators.

a. Debt as a share Revenue:

Strategy 4 shows the Cost ratio of Debt to Revenue estimated to increase from 74.14 percent in
2021 to 193.62 percent in 2025, as against Strategy 1 (199.23 percent), Strategy 2 (205.17 percent)
and Strategy 3 (206.43 percent), over the DMS period of 2025, compared with the Risks measured
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of Strategy 4 (79.70 percent), Strategy 1 (80.32 percent), Strategy 2 (80.98 percent) and Strategy
3 (81.12 percent), respectively.

Analysis using this debt indicator of debt to revenue shows that S4 is the least costly and riskiest
at 193.62 percent and 79.70 compared to S1 (199.23 percent and 80.32 percent), S2 (205.17
percent and 80.98 percent), and S3 (206.43 percent and 81.12 percent), respectively. On the other
hand, S3 is the most costly and risky strategy as this concentrated on more State bonds

borrowings with little proportion of external financing over the DMS period of 2021-2025.

Chart 33. Debt Stock as a share of Chart 34. CosRisk Trade Off
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b. Debt Service as a share of Revenue:

In terms of Debt Service to Revenue, Strategy 4 has the lowest costs of 26.47 percent and lowest
risks of 6.43 percent compared to Strategy 3 (costs at 28.76 percent and risks at 6.68 percent),
Strategy 1 (costs at 29.67 percent and risks at 6.78 percent) and Strategy 2 (costs at 28.76 percent
and risks at 7.22 percent), respectively, as at end of the strategic period of 2025.

Strategy 4 has the lowest costs and risks at 26.47 percent and 6.43 percent under the Debt Service
to Revenue. Strategy 2 is the most costly and riskiest as the domestic debt financing assumed are
on more commercial bank and state bonds interest rates, compared with the Strategy 1 and

Strategy 3.
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Chart 37. Debt Service as a share of Chart 38. CosRisk Trade Off
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c. Interest as a share of Revenue

Strategy 4 is the least costly and riskiest with regards Interest to revenues, which projected at
10.41 percent and 4.64 percent, whilst Strategy 3 is the most costly and risky strategy (16.42
percent and 5.31 percent), compared to Strategy 1 (12.84 percent and 4.91 percent) and Strategy
2 (15.83 percent and 5.25 percent) with moderate costs and risks, as at end of the strategic period
of 2023.

The analysis shows that Strategy 4 yield the lowest costs and risks due to high external financing
assumed in Strategy, as the external debt service terms requirement has low interest rate, longer
maturity, and grace period in concessional external financing. Compared to Strategy 1 and

Strategy 2 with the moderate costs and risks. Strategy 3 is the most costly and risky strategy.

Chart 41. Interestas % of Revenue Chart 42. CosRisk Trade Off
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5.3 DMS Assessment

An important consideration when comparing alternative debt management strategies is a strategy

which would best satisfy government's stated debt management objectives to ensure its financing
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at minimum cost and risk while developing domestic debt market. Government needs to follow
the strategy which results in lengthening of its maturity profile to reduce the refinancing risk along
with providing sufficient external inflows in the medium term to reduce the pressure on domestic

resources keeping in view cost-risk tradeoffs.

Based on cost and risk analysis of alternative strategies, a strategy, such as Strategy 3 and Strategy
2 are the highest costs and highest risks, under debt as percentage of Revenue, debt service as
percentage of revenue as well as interest as percentage of revenue, compared with Strategy 4 and
Strategy 1 that has less costs and risks. The implementation of Strategy 1 seems feasible than
others considering the ability to implement the chosen strategy successfully in the medium-
term. Therefore, although the Analytical Tool's results of cost and risk would suggest that the
recommended strategy be S4 these results were just marginally better when compared with

Strategy S1.

In comparison to the current debt position, Katsina State debt portfolio stood at N94.449 billion
in 2020, which expected an increase to N332,428 billion million under S1 during the strategic
period, compared to S2 (N342.348 billion), S3 (N344.437 billion), and S4 (N323.076 billion). In
addition to this, the cost/risk trade-offs are considered, using the debt to GDP, debt to revenue,
debt service to GDP, debt service to revenue, interest to GDP and interest payment to GDP ratios,

S1is selected as the preferred strategy for the 2021-2025.

The Debt Management Strategy, 2021-2025 represents a robust framework for prudent debt
management, as it provides a systematic approach to decision making on the appropriate
composition of external and domestic borrowing to finance the 2021 budget. The cost-risk trade-
off of alternative borrowing strategies under the DMS has been evaluated within the medium-

term context.

Therefore in view of the above the States debt is sustainable.
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Annex |: Baseline Assumptions

State GDP (at current prices)

Economic activity.

Revenue Revenue

1. Gross Statutory Allocation (‘gross’ means with no deductions; do not include VAT Allocation here)
1.2. 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

5.1GR

6. Capital Receipts
6.a. Grants

6.b. Sales of Government Assets and Privatization Proceeds

6.c. Other Non-Debt Creating Capital Receipts

Expenditure Expenditure

1. Personnel costs (Salaries, Pensions, Civil Servant Social Benefits, other)

2. Overhead costs
3. Interest Payments (Public Debt Charges, including interests deducted from FAAC Allocation)

4. Other Recurrent Expenditure (Excluding Personnel Costs, Overhead Costs and Interest Payments)

5. Capital Expenditure

Closing Cash and Bank Balance Closing Cash and Bank Balance

Debt O ing at

Debt ion and Interest
External Debt - amortization and interest
Domestic Debt - amortization and interest

New debt issued/contracted from 2021 onwards.
New External Financing

External Financing - Concessional Loans (e.g., World Bank, African Development Bank)
External Financing - Bilateral Loans

Other External Financing

New Domestic Financing

Commercial Bank Loans (matu

Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MS

State Bonds (maturity 1to 5 years)
State Bonds (maturity 6 years or longer)

Other Domestic Financing

Proceeds from Debt-Creating Borrowings Planned Borrowings (new bonds, new loans, etc.) for Debt Strategy S1
corresponding to Debt Strategy S1 New Domestic Financing in Million Naira

y 1to 5 vears, including Agric Loans, Infrastructure Loans, and MSMEDF) |

Project

n Methodology

State GDP projected using the actual S-GDP and projected N-GDP nominal growth rate

Statutory Allocations - the estimation for statutory allocation is based on an elasticity fore. & into the key. and fiscal as
explained in the Chapter 2 of the DSA-DMS Report.
Statutory Allocations - the estimation for statutory allocation is based on an elasticity fore: & into the key. and fiscal as
explained in the Chapter 2 of the DSA-DMS Report.
Statutory Allocations - the estimation for statutory allocation is based on an elasticity forecast taking into the key and fiscal as

explained in the Chapter 2 of the DSA-DMS Rep:

Other Account —th: is based on the current receipt (i.e. from January to May 2021).
VAT — considering that changes in key macroeconomic parameters including the nature of impact of the volatile commodity prices and exchange rate on aggregate
economic activity, VAT was forecasted using the elasticity forecast method.

Internally Generated Revenue (IGR) —the current administration has sustained internal revenue ad
is anticipated that IGR will grow by 25% in 2021 but increase on a constant rate of 10% in 2022, 2023 and 2024. Consequently, an own percentage has been used to forecast
IGR for the period 2022 — 2024,

ministration reforms. These measures have started yielding results. It

Grants —The internal grants are based on calculated expected inflow for the period 2022-2024. External grants are based on signed grant agreements with the
development partners.

Transfer to Internal Revenue Services — is 10% of total IGR to be transferred to Internal Revenue Service for 2022, 2023 and 2024. The transfer is done by the office of the
Accountant General to the Revenue Service sequel to the submission of the monthly generation to the treasury. It is to cover the cost of collection and allowances of
staff.

Personnel — The on-going staff verification is to check abnormalities in the pay roll. The State is determined to sustain the trend to reduce personnel cost. It is anticipated
that the number of political office holders will also be reduced, and the personnel cost is projected to register increase by 5% in 2022, 2023 and 2024 respectively
Overheads — Annual increases were relatively low over the period 2015 and 2016. However, there was a large increase in 2017-2019 and fell in 2020. Moving average
excluding outlier is used to forecast overheads because the expected growth rate for 2022-2024 is expected to substantially follow the trend recorded in the past five
years.

Amortization and interest payments estimated using profiles recorded in the DMO. Include the external debt service paid through FAAC deductions

Social Contribution and Social Benefits — Pensions and gratuity payments is expected to remain at the level of 2020 actual. Hence, the own percentage of zero growth is
adopted for 2022-2024.

Capital Expenditure —is based on the balance from the recurrent account plus capital receipts, less contingency reserve as outlined above. The percentage of capital to
recurrent expenditure from 2015 to 2019 was in the range of 33% to 43%. However, the percentage of capital expenditure in 2022, 2023 and 2024 is expected to be 59.96%,
46.36% and 36.82% respectively.

Financial Statements

Public Debt Charges — is based on the projected principal and interest repayments for 2022, 2023 and 2024. Hence, an own value has been used anticipating that public
debt charge will remain largely stable with minimal growth over the medium term.
Public Debt Charges —is based on the projected principal and interest repayments for 2022, 2023 and 2024. Hence, an own value has been used anticipating that public
debt charge will remain largely stable with minimal growth over the medium term.

Financing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial Ioan to bridge funding gaps for capital projects pending inflow from
IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

ancing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial loan to bridge funding gaps for capital projects pending inflow from
IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.
Financing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial Ioan to bridge funding gaps for capital projects pending inflow from

IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

T (R (i) i 2 S W b (T o N e o T U o T 3 0 G 0 B BT D e (6t
R and FAAC during the year. All other internal and external loans are projections based on signed agreements.

Flnanclng (Net Loans) —In 2022 Sokoto State intends to continue to leverage short term commercial loan to bridge funding gaps for capital projects pending inflow from

IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

Financing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial Ioan to bridge funding gaps for capital projects pending inflow from

IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

Financing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial Ioan to bridge funding gaps for capital projects pending inflow from

IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

Financing (Net Loans) — In 2022 Sokoto State intends to continue to leverage short term commercial Ioan to bridge funding gaps for capital projects pending inflow from

IGR and FAAC during the year. All other internal and external loans are projections based on signed agreements.

Insert the Borrowing Terms for New External Debt: interest rate (%), maturity (# years) and grace period (#)

Commercial Bank Loans (maturity 1 to 5 years, including Agric Loans, Infrastructure Loans, and MSMEDF] Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024
Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSh Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024

State Bonds (maturity 1 to 5 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 Bank)
External Financing - Bilateral Loans

Other External Financing

Proceeds from Debt-Creating Borrowings Planned Borrowings (new bonds, new loans, etc.) for Debt Strategy S2
corresponding to Debt Strategy S: New Domestic Financing in Million Naira

Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024
Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024
Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024

Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024
Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 2022-2024
Gross Financing distributions was based on Sototo State's EFU-FSP-BPS, 20222024

Commercial Bank Loans (maturity 1 to 5 years, including Agric Loans, Infrastructure Loans, and MSMEDF] Financing distributions was agreed by the State DSA-DMS Technical Team
Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSh Financing distributions was agreed by the State DSA-DMS Technical Team

State Bonds (maturity 1 to 5 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 Bank)
External Financing - Bilateral Loans
Other External Financing

Proceeds from Debt-Creating Borrowings Planned Borrowings (new bonds, new loans, etc.) for Debt Strategy S3
corresponding to Debt Strategy S3 New Domestic Financing in Million Naira

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Commercial Bank Loans (maturity 1 to 5 years, including Agric Loans, Infrastructure Loans, and MSMEDF) Financing distributions was agreed by the State DSA-DMS Technical Team
Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSh Financing distributions was agreed by the State DSA-DMS Technical Team

State Bonds (maturity 1 to 5 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 Bank)
External Financing - Bilateral Loans
Other External Financing

Proceeds from Debt-Creating Borrowings Planned Borrowings (new bonds, new loans, etc.) for Debt Strategy S4
corresponding to Debt Strategy S4 New Domestic Financing in Million Naira

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Commercial Bank Loans (maturity 1 to 5 years, including Agric Loans, Infrastructure Loans, and MSMEDF) Financing distributions was agreed by the State DSA-DMS Technical Team
Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSh Financing distributions was agreed by the State DSA-DMS Technical Team

State Bonds (maturity 1 to 5 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 Bank)
External Financing - Bilateral Loans
Other External Financing

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team
Financing distributions was agreed by the State DSA-DMS Technical Team

Source

State Statistics and NBS

2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024.

Debt Management Office, Nigeria

Debt Management Office, Nigeria

2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 20222024

Debt Management Office, Nigeria

Debt Management Office, Nigeria

2021 Budget and EFU-FSP-BPS, 2022-2024.
2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 20222024
2021 Budget and EFU-FSP-BPS, 2022-2024.
2021 Budget and EFU-FSP-BPS, 20222024
2021 Budget and EFU-FSP-BPS, 20222024

2021 Budget and EFU-FSP-BPS, 2022-2024.

2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.
2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.
2021 Budget and EFU-FSP-BPS, 2022-2024

2021 Budget and EFU-FSP-BPS, 2022-2024.
2021 Budget and EFU-FSP-BPS, 2022-2024
2021 Budget and EFU-FSP-BPS, 2022-2024.

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team

DSA-DMS Technical Team
DSA-DMS Technical Team
DSA-DMS Technical Team



Annex Il Katsina State Baseline Scenarios, 2021-2030

Actuals Projections
Indicator 2016 007 18 009 00 0 nm 03 04 05 2026 a0 8 0 00

BASELINE SCENARIO

Economic Indicators

State GOP (at current prices) 1856,1%.00 191581000 232295800 260008300 278684800  33BBLO0  3EEE00 407220400 4487800 4859100 520898500 575267700 68077300 685734800 748685300
Exchange Rate NGN/USS (end-Period) 15319 0.9 30650 32600 310 N0 37900 379,00 3100 310 N0 37900 379,00 3100 310

Fiscal Indicators (Million Naira)

Revenue 8000750 9268596 10095534 974644 5873 BLEHNTE  A54LL56 XML WBLIRE  BLIRI 2A328B  A3LIH 242813 290148 2116865
1. Gross Statutory Allocation ('gross' means with no deductions; do not include VAT Allocation here) 25,0583 04,5649 53,5708 53,104.07 4769799 7488822 83704 9061475 91,067.82 91,5316 91,980.77 9,44068 92,9028 %3674 B84.3

1. of which Net Statutory Allocation ('net' means of deductions| 25,05833 04,5049 5357085 5314407 4769799 74,8882 837104 90,614.75 91,067.82 915316 91980.77 9,440.68 2908 9336740 B8N

1b. of which Deductions 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000

2. Derivation (f applicable to the State) 000 000 000 000 0.00 0.00 000 000 000 000 000 000 000 000 000

3, Other FAAC transfers (exchange rate gain, augmentation, others) 461436 43053 19,2306 881663 12861 11,0240 11964 8557.60 87715 899083 921560 944599 968,14 992420 1017230

4, VAT Allocation 10,561.69 12,58068 1416386 15,135.67 1850245 30,0500 B027.50 36,3305 3723851 3816947 1IBIL 40,1008 4110434 N1BL% B185.25
5.1GR 5506.15 530348 593076 795632 0823 15,6210 1711331 1889064 1864541 1911154 19,589.33 20,0906 2058104 2,095.57 1,60%

. Capital Receipts w0697 593150 806682 3BT BAIX 10M006 16505407 1815847 1545055 BRI 33088 SLONI0  49%6%8 66837 42878l
6.2, Grants 400000 13409 348307 33031 0000 B%0L BB BUK M3 906130 9354 94284 361698 48093 500166

6.b. Sales of Government Assets and Privatization Proceeds 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000

.c. Other Non-Debt Creating Capital Receipts 874,16 45905 458374 2959.06 5,069.66 3759173 413090 45,485.99 249447 1,647 21,3047 0,047 09447 04947 06047

.d. Proceeds from Debt-Creating Borrowings (bond issuance, loan disbursements, etc.) 21,48280 000 000 5,484.38 0.00 £8,498.22 75,3004 82,8828 49,4469 63,1860 2108 19541.2 2,055.53 35,3785 15,175.69
Expenditure 70986 10297102 %7000 10461598 11193041 28513778 3MUIL56  3BMLT2 W01 BLARI 418BH 240376 2413130 2880148 2114865
1. Personnel costs (Salaries, Pensions, Civil Servant Social Benefits other) 2,088 2150084 5,721.68 29,1849 3162676 3167909 384699 3833169 B5B3H 390859 30,9761 39,690.65 40,0875 40,4883 4089332

2, Overhead costs 25010 123589 1792825 1735504 16,95.19 4116.% 1421647 15,638.11 15,090.78 15317.14 15,546.90 15,780.10 16,016.80 16,417.2 16,827.65

3. Interest Payments {Public Debt Charges, including interests deducted from FAAC Allocation) 1894 139946 184039 190447 963,09 1,019.78 6,960.13 BBLG 1943130 21,4198 B304 21,958.19 195419 1843865 17,035.88
3..0f which Iterest Payments (Public Debt Charges, excluding interests deducted from FAAC Allocation] 1,700.98 1,445 168.8 175540 800,14 0.00 000 000 000 0.00 0.00 000 000 000 0.00

3. of which Interest deducted from FAAC Allocation 182 15491 15711 14907 1629 000 000 000 000 000 000 000 000 000 000

4, Other Recurrent Expenditure (Excluding Personnel Costs, Overhead Costs and Interest Payments) 932637 5,608.64 000 000 500000 297 2983 1554109 24,08750 24,6896 086279 03410 1983269 09348 001428

5, Capital Expenditure 31,8971 56,706.95 4901150 543789 N5 19791767 20770944 3948039 1648972 1281304 8289880 831330 87,895.53 97978 B1B8

6. Amortization (principal) payments 26932 23%.25 2018 179259 2609.8 767631 8185.21 1411908 181817 2808543 3178146 09418 3076289 398039 210619
Budget Balance (" +' means surplus, ' - means defici) B 056 4203 710054 1242088 -3500.00 5000 H000 100000 500.00 9000 0000 10000 40000 000
Opening Cash and Bank Balance 059706 06BHU 3048 46020 174208 500000 1,50000 2,000.00 150000 250000 300000 210000 120000 130000 170000
Closing Cash and Bank Balance 06594 03488 461020 17408 50000 150000 2,000.00 150000 250000 300000 210000 120000 130000 170000 190000
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Annex lI: Katsina State Baseline Scenarios, 2021-2030...Cont'd

Financing Needs and Sources (Million Naira)

Financing Needs
i. Primary balance
ii. Debt service
Amortizations
Interests
jii. Financing Needs Other than Amortization Payments (e.g., Variation in Cash and Bank Balances)
Financing Sources
i. Financing Sources Other than Borrowing
ii. Gross Borrowings
Commercial Bank Loans (maturity 1to 5 years, including Agric Loans, Infrastructure Loans, and MSMEDF)
Commercial Bank Loans (maturity 6 years or longer, including Agric Loans, Infrastructure Loans, and MSMEDF)
State Bonds (maturity 1to 5years)
State Bonds (maturity 6years or longer)
Other Domestic Financing
External Financing - Concessional Loans (e.g., World Bank, African Development Bank)
External Financing - Bilateral Loans
Other External Financing
Residual Financing

Debt Stocks and Flows (Million Naira)

Debt (stock)
External
Domestic
Gross borrowing (flow)
External
Domestic
Amortizations (flow)
External
Domestic
Interests (flow)
External
Domestic
Net borrowing (gross borrowing minus amortizations)
External
Domestic

Debt and Debt-Service Indicators

Debt Stock as % of SGDP

Debt Stock as % of Revenue (including grants and excluding other capital receipts)
Debt Service as % of SGDP

Debt Service as % of Revenue (including grants and excluding other capital receipts)
Interest as % of SGDP

Interest as % of Revenue (including grants and excluding other capital receipts)
Personnel Cost as % of Revenue (including grants and excluding other capital receipts)

38,681.78
17,3218
21,449.61

3,663.57
92247
2,741.09
1,829.24
128.26
1,700.98

208
7110

51,868.30
20,752.06
31,116.24

7,342.66
1,092.70
6,249.9
1,399.46

15491
1,244.55

21
58.88

49,896.64
19,043.98
30,852.66

12,751.84
1,068.89
11,682.95
1,840.39
15711
1,683.28

215
5178

91,948.96
25,784.80
66,164.16

713542
1,190.79
5,944.63
190447

149.07
1,755.40

354
10333

69,321.98
21,290.11
48,031.27

11,183.24
143264
9,750.60

963.09
162.95
800.14

249
7340

106,089.95

-100,893.85

8,696.09
767631
1,019.78
-3,500.00
106,089.95
3759173
£8,498.22
84982
25000
000
000
900178
1849822
000
000
000

130,143.89
38,852.85
91,291.05
68,498.22
18,498.22
50,000.00

7,676.31
936.08
6,740.23
1,019.78
163.08
856.71

60,821.91
17,562.14
43,259.77

392
7414
0.26
4%
0.03
0.58
18.05

116,708.94
-101,063.60
15,145.34
818521
6,960.13
500.00

116,708.94
41,360.90
75,348.04
1800000
16,500.00
000
20,5000
000
2034804
000
000
000

197,306.73
58,247.28
139,059.45
75,348.04
20,348.04
55,000.00
8185.21
953.61
7,231.60
6,960.13
628.42
6,331.71
67,162.83
19,394.43
47,768.40

535
104.56
041
803
019
369
1847

128,368.83
-101,41861
2745023
14,119.08
13,33L15
-500.00

128,368.83
45,485.99
82,882.85
B50.00
2,000
000
15,0000
000
0318
000
000
000

266,070.49
79,558.93
186,511.56
82,882.85
22,382.85
60,500.00
14,119.08
1,071.19
13,047.89
1333115
1,122.9
12,208.19
68,763.76
21,311.66
4745211

6.53
12818
0.67
132
033
6.42
1847

70,941.42
3231895
3762247
18,185.17
19,437.30
1,000.00
7094142
21,494.47
49,446.95
138024
000
17,3818
000
000
000
18,060.87
000
000

29733221
96,696.25
200,636.02
49,446.95
18,060.87
31,386.09
18,185.17
92355
17,261.63
19437.30
167134
17,765.96
31,6178
17,137.32
14,124.46

6.71
14143
0.85
17.9
044
9.25
1832

84,876.07
-34,871.16
49,504.91
28,085.43
21,419.48
500.00
84,876.07
21,694.47
63,181.60
12,958.80
0.00
0.00
23,500.00
6,500.00
2022281
0.00
0.00
0.00

33242844
115,598.97
216,829.48
63,181.60
20,2281
42,958.80
28,085.43
1,320.09
26,765.34
2141948
1,870.64
19,548.85
35,096.18
18,902.72
16,193.46

6.89
1993
103
261
044
1284
2832

44,065.30
10,546.80
55,512.09
31,781.46
23,730.64
-600.00
44,065.30
21,894.47
2,170.83
10,080.51

322,817.82
126,613.99
196,203.82
22,170.83
12,090.32
10,080.51
31,781.46
1,075.30
30,706.16
23,730.64
2,353.97
21,376.67
-0,610.63
11,015.03
-20,625.65

6.13
19084
105
328
045
1403
823

41,641.69
12,370.68
5491237
3,954.18
21,958.19
-900.00
41,641.69
2,094.47
19,547.22
£,000.00

13,541.22
0.00
000

309,410.86
138,968.34
170442.52
19,541.22
13541.2
6,000.00
32,954.18
1,192.88
31,761.30
21,958.19
2,669.35
19,288.84
-13,406.96
12,354.35
-25,761.30

538
18042
095
3202
038
1280
2314

46,350.00
405482
50,304.81
30,762.89
1954193
100.00
46,350.00
2,294.47
2,055.53
93005
623092

302,703.50
146,512.35
156,191.16
24,0553
8,475.46
15,580.07
30,762.89
93146
29,831.43
19541.93
2,808.52
16,733.41
-6,707.36
7,544.01
-14,251.36

482
180.30
080
29.9
031
1164
2388

57,873.05
769.51
58,242.56
39,803.92
18,438.65
400.00

57,873.05
2,494.47
35,378.58
13,089.55
9,865.58
0.00

0.00
2386.23
0.00
10037.21
0.00

0.00

298,278.17
154317.25
143,960.92
3537858
10,037.21
25,341.37
39,803.92
2,331
3757161
18,438.65
3,033.08
15,405.56
-4425.33
7,804.91
-12,230.24

435
17410
0.85
3399
027
10.76
2363

37,870.15
87.73
38,497.88
21,461.99
17,035.88
20000
37,870.1%
269447
15,175.69
350
000

000

000

000
1165145
000

000

000

291,991.81
161,909.06
130,082.80
15,175.6¢
11,651.45
35043
21,461.9¢
4,059.64
17,402.35
17,035.8¢
3,124.86
1391103
-6,286.31
759181
-13,878.12

390
167.99
051
215
023
9.80
2353
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Katsina State - Technical Team

1. HARUNA YUSUF USMAN DIRECTOR (Debt Management Department)

2. ABDURRAHMAN LAWAL SENIOR ACCOUNTANT (Ministry of Finance)

3. YUSUF A. MATAZU SENIOR ACCOUNTANT (Office of the Accountant Gen)
4. BALA NADANI ASSISTANCE DIRECTOR (Min of Budget)

5. USMAN ABUBAKAR Principle Executive Officer (Revenue and Statistics)

SIGNED: Honorable Commissioner of Finance
Katsina State Mlmstry of Finance

NAME :?, 9 /Ka51m Umar Mutallab
.‘........Q...? .z&."'....................

o Y
DATE : ------------- d‘ --/‘. -.oo?-é":‘.-oéooooo

F 4
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