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CHAPTER ONE
1. INTRODUCTION

Debt Sustainability Analysis (DSA) is an instrument use in ascertaining debt position, revenue generation,
recurrent and capital expenditure and other indices which will determine the trend and pattern in the state
public finance.

The DSA analyzes trends and patterns in the State’s public finances during the period 2017-2021 and evaluates
the debt sustainability in 2022-2031 (the long-term). The analysis highlights recent trends in revenue,
expenditure, and public debt, and the related policies adopted by the State. A debt sustainability assessment
was conducted, including scenario and sensitivity analysis, in order to evaluate the prospective performance
of the State’s public finances.

Borno State Debt Sustainability Analysis (DSA) for the period (2017-2031) indicate an increase in public
expenditure (capital and recurrent), through concerted efforts toward increase in revenue generation as well
as overall appraisal of debt status for the period stated. The analysis portrays immediate past trends in revenue,
expenditure, and public debt, and the similar activity adopted by the Borno State. A debt sustainability
assessment was conducted to reasonably forecast future trends in Borno State’s public finances.

The DSA results from assumptions concerning the State’s revenue (i.e. the performance in terms of mobilizing
(IGR) and expenditure projections (i.e. Personnel, Overhead Costs and Capital expenditure measures). The
DSA forecast for revenue were based on effective usage of the harmonized revenue law accented to by His
Excellency which provided for capital gains tax, stamp duty and other property tax to expand the tax base,
identify and block leakage areas and to maximally increase the state internally generated revenue that are
considered achievable.

The DSA looked at the level and terms of the outstanding and new public debt. 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 increased staff employment in the public sector.

The DSA results also depended on the forecasts made for the Nigerian economy (i.e. GDP growth, oil
production and prices, exchange rate) and its implication on the FAAC Allocations.

Borno State shows a solid debt position and is confident that the State debt is sustainable taking into account
of the new fiscal policies stated above. The State plans to strictly control its recurrent and capital expenditure
and also maintain a low public debt with a vigorous drive to clear outstanding arrears.

The State pursues a prudent debt management strategy that 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, including external concessional loans and domestic low-cost financing. Given
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Borno 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. BORNO STATE FISCAL AND DEBT FRAMEWORK

Borno State has a policy of actively involving the general public through active participation of citizens in
budget preparation for them to make their input. The policy direction of this administration was to ensure
effective and efficient delivery of the 10 pact development agenda which includes the Reconstruction and
Rehabilitation of Basic Infrastructure and Social Services in terms of Road Networks, Housing and Electricity,
Water and Sanitation, Security, Education and Health Facilities. The Government has put in place a
harmonized revenue law in order to expand the tax net and boost internally generated revenue. The increase in
IGR is expected to positively impact on the debt status of the State, other innovations in place include Borno
State Contributory Health Care Management Agency. The State anticipates an increase in expenditure as a
direct result of the high number IDPs and the repent insurgent.

The global economic meltdown as a direct result of the Covid-19 pandemic, the war in Ukraine which has
triggered a costly humanitarian crisis that demands a peaceful resolution and the insurgency crisis experienced
by the state pushed prices of goods and services in Borno State to rise even higher than other parts of the
Country. The peculiar circumstances of Borno State having three international borders proved be a
disadvantage due to the unfortunate activities of the insurgents, which further restricted movement across the
State. With the relative stability witness recently, the Fiscal Policy strategy of Borno State 2022 budget is to
boost IGR by expanding the tax base and also explore untapped areas such as capital gains tax and stamp duty
and property taxes, create efficiencies in personnel and overhead expenditure to allow greater resource for
capital development, continue to ensure reduction in non-essential overheads . The State plans to augment the
State budget through sales of Government Property, borrowings from commercial banks and external loans,
also reviewing revenue projections to reflect current realities.



CHAPTER THREE
3. BORNO STATE REVENUE, EXPENDITURE, AND PUBLIC DEBT TRENDS (2017 — 2021)

3.1 Revenue Performance

Borno State’s Revenue stood at N127,477.4 billion in 2021 compared to N77,923 billion in the period of 2020,
which represent an increase of N49,554.4 billion or 63.6 percent

The Revenue has shown improvements from 2017 to 2021, due to the increased inflow of financial resources
to the real sector of the economy, and effective implementation of the Economic Policies in the State. The huge
revenue recorded in 2021 was mainly driven by the large amount of grants received during the year in addition
to IGR and FAAC allocation. The Gross FAAC allocation that comprises the Statutory allocation, derivations,
VAT allocation, exchange rate gain, augmentation among others decreased from N47,021.8 billion in 2020 to
N43,995 billion in 2021, which present a declined of N3,026.8 billion or 6.9 percent, the decreased was due to
slow in financial activities during the Coronavirus Pandemic Period and the impact of the insurgency in 2021.

Borno State’s Internally Generated Revenue (IGR) shows a growth during the period under review, the IGR
shows a significant grew from N3,388 billion in 2017 to N18,738 billion in 2021. The improvement in IGR
was mainly because of tax administration reforms. These reforms covered legal, institutional, and operational
frameworks. Accordingly, several reform activities were instituted to strengthen the IGR collection.
Specifically, as a bedrock for other reforms, new Revenue Administration Law was passed, among other things,
to consolidate state revenue code covering all state IGR sources, Collections were thereafter enhanced with
improvement on all electronic platforms and payment gateways used by the State Internal Revenue Service.
The state also expanded its Taxpayer Database and developed an electronic Taxpayer Database system.
Revenue sources were expanded to include Introduction of Land Use Charge and all revenue leakages were
blocked through automation processes.

2017 2018 2019 2020 2021
Total Revenue 77,598 89,992 83,294 77,924 127,477.4
Gross FAAC Allocation 55,192 70,680 64,399 47,021.8 43,995
VAT 10,763 12,135 13,073 16,023.4 22,546.23
IGR 3,388 5,731 4,766 14,877.4 18,738
Grants 8,255 723 1,056 34,323.5




Chart 1: Revenue (N$ million)
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i. Aggregate State TOTAL Revenue! trend in the last five years and its compeosition in 2021. There was
a general decline in Federation transfers to the states in Nigeria, as a result of shock to crude oil prices.
However Gross statutory allocation to the state in absolute terms, including other transfers to Borno State,
has been on the rise from 2017 and 201 8, but dropped in 2019 and 2020. However, there was a sharp rise
in IGR in 2021 as shown in the 2021 Financial Statement, but that notwithstanding there was an increase
in total Revenue. The nominal growth rate of total Revenue between 2017-2021 was 64.3% (Chart 1 ),
FAAC Allocations trend in the last five years. (Chart 1)

ii FAAC Allocations trend in the last five years. (Chart 1). However, the Gross statutory allocation to the
state in absolute terms, including other transfers to Borno State, has been on the rise from 2017 to 2018,
but dropped by about 9% in 2019 and further dropped in 2020 then rise in 2021. The Borno State’s federal
allocation, including transfers from the excess crude account, in total grew marginally by 12.8 percent
between 2017-2021.

iii. IGR trend in the last five years. (Chart 1). Borno State IGR shows steady growth during the period under
review with a sharp increase between 2018 to 2020 and then it rises in 2021. IGR grew exponentially by
453.1 percent between 2017 and 2021. The outstanding improvement in IGR is mainly as a result of tax
administration reforms aimed at improving collection efficiency and broadening the tax revenue base. The
TSA has also been put in place and is functioning smoothly, with so many leakages blocked. (Chart 1).

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 2021 Borno State total

expenditure amounted N103,031 billion compared to N86,091 billion as at end-December 2017, which

represent a growth of N16,940 billion or 16.4 percent. The personnel cost stood at N30,298.34 billion in 201 7

N30,036.17 billion in 2018, N30,116.73 billion in 2019, and N35,456.9 billion in 2020, 20,849.30 in 2021
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respectively. The overhead cost stood at N21,829 billion in 2021 compared to N15,676.5 billion in 2020.
Capital expenditure amounted to N56,613 billion in 2021, N39,208.8 billion in 2020, N38,422.53 billion in
2019, N41,120.13 billion in 201 8, and N37,460.5 billion in 2017, respectively.

—

2017 2018 2019 2020 2021
Total Exp 86,091 84,160 85,019 108,862 103,031.0
Personnel Cost 30,298.34 30,036.17 30,116.73 35,456.9 20,849.30
Overhead 14,220.3 13,004.20 16,479.56 15,676.5 21,829
Debt Service 3,947.47 3,925.85 4,604.33 33975 3,740.63
Other Recurrent Exp 4,112.08 11,527.4
Capital Exp 37,460.45 41,120.13 38,422.53 39,208.8 56,613
Chart 2: Expenditure (N$ million)
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i Aggregate (total) Expenditure trend in the last five years and its composition in 2021. Borno State
expenditure remained stable during the period. Between 2017 — 2021, real aggregate expenditure grew by
19.7 percent. While Capital spending showed positive growth of 51 percent over the analyzed period,
recurrent expenditure decreased by 45. percent. During the period, the bulk iof expenditure went to
recurrent spending — personnel costs, overheads, debt charges. (Chart 2).

ii. Main expenditure variations in the last five years by economic classification. Borno state capital
expenditure shows a significant variation, this is largely due to aggressive reconstruction and rehabilitation
of basic infrastructures and social services rendered in the state arising from destruction of these facilities
by Boko haram. The variations in personnel cost and overhead costs were only slight. (Chart 2).



iii. Overall and primary balance trend in the last five years. Borno State has a negative balance as compared
to GSDP in 2017 and 2020 and positive balanced as compared to GSDP in 2021, with fluctuating Gross
financing needs as a share of GSDP. (Chart 11 ).

3.3  Existing Public Debt Portfolio 2017-2021

Subnational 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 term, consistent with a prudent degree of risk. In a broader macroeconomic context for public policy,
governments should seek to ensure that both the level and rate of growth in their public debt are on a sustainable
path and that the debt can be serviced under a wide range of circumstances, including economic and financial
market stress, while meeting cost and risk objectives.

Every government faces policy choices concerning debt management objectives, in particular its preferred risk
tolerance, the parts of the government balance sheet that debt managers should be responsible for, the
management of contingent liabilities, and the establishment of sound governance for public debt management.
Poorly structured debt portfolios, in terms of maturity, currency, or interest rate composition and large
contingent liabilities, have been important factors in inducing or propagating economic crises in many
countries throughout history.

Sound risk management practices are essential given that a government’s debt portfolio is usually the largest
financial portfolio in the country and can contain complex and risky financial structures, which have the
potential to generate substantial risk to the government’s balance sheet and overall financial stability. Debt
crises have highlighted the importance of sound debt management practices.

Borno State has a domestic debt that represents percent of the total debt portfolio of Borno State Debt profile
while External debts represents 17.1 percent of the total debt profile of Borno State as at the end of FY 2021.

3.3.1 Debt Stock

Borno State public debt amounted to N82,154 billion as of end-2021 and has been increasing rapidly since the
collapse of oil prices. Borno State total Revenue is about 64% of its total public debt as at the end of 2021.
Public debt in Borno has been increasing at an average rate of 25% each year from 2017 to 2021. Borno State
between the periods 2017 and 2021 also received bailout funds, Excess Crude Loans from the Federal
government, as well as Budget Support Loans. The detail of the debt stock are as shown in the Table and Chart
3 below.

2017 2018 2019 2020 2021
Outstanding Debt (Old + New) 69,409.00{ 76,595.68| 118727.96|  146,144.19| 82,154.26
External 5720.71| 661056 3534177 40,521.80| 7,521.26
Domestic 63,688.29] 69,985.12 83386.19|  105,622.39] 74,633.00

)



Chart 3: Debt Stock (NS million)

160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000
0

2017 2018 2019 2020 2021

B External  mowm Domestic  emmmmQutstanding Debt (Old + New)

3.3.2 Debt Composition
The existing public debt portfolio composition at end-2021:

Borno State debt portfolio consist of 90.8 % as domestic debt and 9.2 % as external debt. The main
components of the domestic debt are Bail out loans, Budget Support Facility, Excess Crude Account Backed
Loan, Contractor’s Arrears and Pensions & Gratuity arrears. While the components of External Debt include
World Bank (WB) (including International Development Association (IDA) and IBRD) and African
Development Bank (AfDB) [including African Development Fund (AfDFP) and Africa Growing Together
FUND]

3.3.3 Debt Service

Debt Service - The Total debt service that comprises the interest payment and principal repayment stood at
N7,042.56 million in 2017, N15,31497 million in 2018, N11,914.93 million in 2019, N25,366.63 million in
2020 and N17,288.91 million in 2021, respectively.

The actual Principal Repayment stood at N3,954.80 million in 2017, N12,666.31 million in 2018, N8,827.43
million in 2019, N23,242.20 million in 2020 and N13,523.01 million in 2021 respectively.

017) 2018 2019 00] a1
Principal Repayment (Old + New) 3954.80| 1266631  8827.43 23,22.20| 13,523.01
External 76.66] 10231 5191 100.05) 9541
Domestic 3878.14| 12564.00{  8775.5 23,142.15] 13,427.60
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Chart 4: Pricipal Repayments (N$ million)
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Interest Payment amounted to N3,087.76 million in 2017, N2,648.66 million in 2018, N3,087.50 million in
2019, N2,124.43 million in 2020 and N3,765.90 million in 2021 respectively.

2017 2018 2019 2020 2021
Interest Payment (Old + New) 3,087.76| 264866  3,087.50 2124.43| 3,765.90
External 264 2843 13.63 26400 5.7
Domestic 306512 2620.3]  3,073.87 2,098.03] 3,740.63

Chart 5: Interest Payments (N$ million)
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3.4 Cost and risks exposure of the existing public debt portfolio at end-2021.

Borno State holds a low-cost, low-risk debt portfolio. The average debt portfolio showed, an implicit interest
rate of 9 percent in 2020-2021 and the interest payments represented just 3 percent of total expenditure.
Furthermore, the debt portfolio is narrowly exposed to currency, interest rate, and rollover risks. Exposure to
currency fluctuations is limited because the foreign currency denominated liabilities are only 30 percent of the
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total stock. Most internal loans and all external loans are fixed-rate obligations, thus not affected by changes
in interest rates. As these loans have maturities running from 10 to 30 years and include financing from the
Federal Government and multilateral organizations, rollover risk associated with potential deterioration of
domestic financial conditions is negligible
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CHAPTER FOUR
4.0 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 on 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”.

Borno State Debt burden indicators shows that the Debt as percentage of SGDP stood at 4.38 percent in 2021
as against the State Debt threshold of 25 percent. Debt as percentage of Revenue stood at 64.45 percent in
2021, Debt service as percentage of Revenue remained at 14 percent which is within the threshold of 40
percent. Personnel Cost as at end December 2021 was 16.36 percent compared to threshold of 60 percent. The
details of the debt burden indicators are as shown in the table below.

2017 2018 2019 2020 2021
Debt as % of SGDP 6.18 5.60 7.75 8.90 4.38
Debt as % of Revenue 100.10 85.11 144.37 187.55 64.45
Debt Service as % of Revenue 10.16 17.02 14.49 32.55 13.56
Personnel Cost as % of Revenue 43.69 33.38 36.62 45.50 16.36
Debt Service as a share of Gross FAAC Allocation 10.68 18.33 15.38 40.24 23.23
Interest as a share of Revenue 4.45 2.94 3.75 2.73 2.95
External Debt Service as a share of Revenue 0.14 0.15 0.08 0.16 0.09

4.1 MEDIUM-TERM BUDGET FORCAST

Borrowing Terms for New Domestic Debt (issued/contracted from 2021 onwards) shall be at 15% interest
rates for maturity periods of 5 and 7 years respectively.

Borrowing Terms for New External Debt (issued/contracted from 2021 onwards) is 8% with 25 years maturity
period.

4.1.1 FISCAL STRATEGY AND ASSUMPTIONS:
(1) Policy Statement

Borno State’s policy direction focuses mainly on diversifying the revenue bases of the state, through
intensifying efforts to improve the independent revenue base of the state so as to reduce the state’s
overdependence on FAAC Allocations, Donor Partner grants and assisted projects. Furthermore, efforts and
strategies on control and enforcement of spending limits that will ensure sound budgeting system is being put
in place. This will also include aggregate fiscal discipline, allocative efficiency and effective spending.
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(i1) Objectives and Targets

The key targets from a fiscal perspective are:

»
>
>

Y

v

»
»

Ensure the completion of on-going projects.

Continue to ensure reduction in non-essential overheads.

create efficiencies in personnel and overhead expenditure to allow greater resource for capital
development; '
grow IGR by a minimum of 25% every year from 2023 to 2025

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

grow the economy through targeted spending in areas of comparative advantage

Diversify the internal revenue base and also reviewing revenue projections to reflect current realities.
Ensure speedy executions of capital projects, most especially those considered critical by the
government.

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

Use loans to finance only capital expenditure projects

give priority to the completion of ongoing capital projects before new projects are commenced

(iii) Indicative Three-Year Fiscal Framework

The indicative three-year fiscal framework for the period 2022-2025 is presented in the table below.

The actual projection started in 2023 base on the state M-TEF, but 2022 budget variables are used to reflect
the requirement for the projection to start in 2022, as suggested by DMO Abuja.

Table: 2022-2025 State Medium Term Fiscal Framework

Item 2022 2023 2024 2025

Opening Balance 2,700,000,000 2,700,000,000 2,700,000,000

Recurrent Revenue
56,210,000,000.00

Statutory Allocation 63,981,950,405 72,876,238,180 79,316,023,722
25,719,000,000.00

VAT 34,193,605,087 42,287,904,476 52,444,932,281
20,765,080,000.00

IGR 21,884,984,212 22,979,233,423 24,128,195,094
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12,361,197,000.00

Excess Crude / Other Revenue 6,500,000,000 6,500,000,000 6,500,000,000
115,055,277,000.00
Total Recurrent Revenue 126,560,539,704 144,643,376,079 162,389,151,097
Recurrent Expenditure
44,520,386,000.00
Personnel Costs 30,690,297,539 32,531,715,392 34,483,618,315
Social Contribution and Social
973,875,000 1,032,307,500 1,094,245,950
Benefit
55,531,219,000.00
Overheads 22,761,946,378 24,355,282 ,624 26,060,152,408
Grants,  Contributions d
= A 9,799,235,198 10,387,189,310 11,010,420,669
Subsidies
Public Debt Service 6,410,953,614 6,581,501,295 6,760,576,359

Total 100,051,605,000.00 70,636,307,729 74,887,996,121 79,409,013,701
Transfer to Capital Account 15,003,672,000.00 58,624,231,975 72,455,379,958 85,680,137,396
Capital Receipts
97,086,322,000.00
Grants 34,590,367,463 3,300,000,000 1,400,000,000
57,555,261,000.00
Other Capital Receipts 0 0 0
154,641,583,000.00
Total 34,590,367,463 3,300,000,000 1,400,000,000
Reserves
Contingency Reserve included in OH 3,517,018,143 3,092,867,522 3,429,783,022
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Planning Reserve : 5,125,729,972 3,852,768,998 4,469,006,870

Total Reserves 8,642,748,115 6,945,636,519 7,898,789,892
169,645,255,000.00

Capital Expenditure 93,871,851,322 70,109,743,439 81,481,347,504

Discretional Funds 100,645,255,000.00 | 57,099,851.322 62,809,743 439 75,081,347,504
69,000,000,000.00

Non-Discretional Funds 36,772,000,000 7,300,000,000 6,400,000,000
12,500,000,000.00

Financing (Loans) 12,000,000,000 4,000,000,000 5,000,000,000
269,696,860,000.00

Total ~Revenyo (ncluding 175,850,907,167 154,643,376,079 171,489,151,097

Opening Balance)
269,696,860,000,00

Total Expenditure (including

7 173,150,907,167 151,943,376,079 168,789,151,097
Contingency Reserve)
Closing Balance 2,700,000,000 2,700,000,000 2,700,000,000
Ratios
Closing Balance - 2,700,000,000 2,700,000,000 2,700,000,000
Ratios
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Growth in Recurrent Revenue 54.60% 21.93% 14.29% 12.27%

Growth in Recurrent Expenditure | 18.60% 7.53% 6.02% 6.04%
Capital Expenditure Ratio 114.80% 57.17% 48.68% 50.92%
Deficit (Financing) to Total

. 6.93% 6.93% 2.63% 2.96%
Expenditure
Deficit (Financing) to GDP Ratio | NA NA NA NA

(iv) Assumptions

Opening Balance - The state is anticipating an open balance of N2.7 billion for the three years period
(2023 —2025), and no opening balance for 2022. This is due mainly to the expected annual increase in
Statutory Allocations FAAC.

Statutory Allocation — This is estimated using the elasticity forecasting which projected
56,210,000,000.00 in government’s share of FAAC 2022 and ]63,981,950,405 in 2023,
N72,876,238,180, 2024 and ¥79,316,023,722 in 2025. This assumption is however, based on expected
rise in crude oil prices and production rate and stable inflationary rate predicted within this period.
VAT — Government share of VAT is also estimated using the elasticity forecasting which is projected
to be ¥ 25,719,000,000.00 in 2022, N34,193,605,087 in 2023, N42,287,904,476 in 2024 and
N52,444,932,281 in 2024. This sustained rise in VAT is based on the assumption that the increased
VAT rate from 5% to 7.5% and the expanded area of coverage including areas such as banks and mobile
phone transactions will no doubt make up the projections.

Other Federation Account — Excess Crude and other FAAC Revenues expected is earmarked at
¥6,500,000,000 for the three years period and ¥12,361,197,000.00 for 2022 This takes cares of the
fluctuations in crude oil price and productions which at times rises and falls at other times. Thus,
variations are taken care of by taking the average.

Internally Generated Revenue (IGR) — The state government anticipate to increase its revenue base,
blocking the identified leakages and exploring new avenues of revenue sources. The most critical of
all is to sustain and continuous enforcement of payment of ground rent by property owners and
improving on IGR up to 25% annual growth. The sum of ¥20,765,080,000.00 was projected for in
2022, N21,884,984,212 is projected for 2023, rising steadily to ¥24,128,195,094 for 2025.

Grants — The state government anticipate grants from International Donors and other local donors. The
sum of ¥34,590,367,463 is projected for 2023, falling to ¥3,300,000,000 for 2024 and to
¥1,400,000,000 for 2025. This is because the major sources of government grants which are the NGOs
would have left the state due to the return of peace in most parts of the state.

Miscellaneous Capital Receipts — There is no provision of other capital receipts in the table above thus

the zero value.
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h. Financing — The sum of ¥12 billion, ¥12 billion, 4 billion and 5 billion loans for 2022, 2023, 2024

and 2025 respectively. The major source of financing is commercial bank loan.

Personnel — sum of 44,520,386,000.00 billion earmarked as personnel cost in 2022, ¥30.69 539 in
2023, ¥32.53 billion in 2024 and N34.48 billion in 2025.

Social Contribution and Social Benefits — N973,875,000 was earmarked against 2023, ¥1,032,307,500
against 2024 and N1,094,245,950 for 2025.

Overheads — The other recurrent services steadily increase year-on-year with N22.76 billion in 2023,
N24.35 billion and N26.06 billion in 2024 and 2025 respectively using own percentage forecasting
method. ¥25,719 in 2022.

Grants, Contributions, Subsidies and Transfers - sum of N9.79 million was projected for 2023, ¥10.38
and N¥11.01 billion in 2024 and 2025 respectively.

. Public Debt Service - Sum of ¥6.41, N6.58 and N6.76 billion was earmarked to service the debts in

2023, 2024 and 2025 respectively. The proposed debt service is based on the expected amount of
interest and principal due for payment on debts owed.

Contingency and Planning Reserves — Planning reserve of N8.64 billion, ¥6.95 and N7.89 billion was
set aside for planning purposes in the next 3 years 2023 — 2025 and 7,000,000,000 in 2022. This will
be allocated when a surplus occurs as it might result from getting over 100% from projections such as
the Statutory Allocation, VAT or excess crude oil account. This is expected to cover the unforeseen
circumstances that might occur.

Capital Expenditure — The sum of ¥93.87 billion in 2023, ¥70.10 billion and 81.48 billion in 2024
and 2025 translating into 48.68% and 50.92% growth. While the sum of 169,645,255,000.00 was
allocated in 2022 budget.

4.1.2 SUMMARY OF THE MTB FORCASTS

The projections for the various revenue and expenditure items are premised on credible forecasting
techniques based on global best practice. The volatility of the exchange rate in the 2022 resulted high prices

of goods and services

O Similarly, the fiscal policies and the budget policy statement are reflections of the State's economic status as
well as the nation's economy while taking into consideration the global economic trend. Amendment to these
projections were considered with care based on the improved economic environment as well as reasonable and
credible forecasting techniques in the budget preparation.
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0 The projections for revenue items, especially from the federation account were conservatively arrived at
from a collection of forecasting options, so as to reflect the economic status of the State. The Internally
generated revenue figures are very encouraging.

O Downside risks to economic development have been taken into consideration in the preparation of the 2022
-2025 MTEF

0 The Government will focus on eliminating waste and ensuring prudent and efficient use of scarce resources;
and Extra budgetary spending will be sanctioned and discouraged.

0 Borno 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 $75 per barrel used herein and IMF, World Bank, OPEC and US Energy
Information Administration Reports validates the oil price benchmark provided in Federal FSP, the State
should revisit the assumptions and recalculate statutory allocation.

State’s revenue and expenditure policies going forward under the baseline scenario:

Borno State in its effort to mobilize IGR to fund government expenditure have signed Borno State tax
Administration and Harmonization Law 2020. This is expected to strengthen the tax administration capacity
and better efficiency in tax collection and accounting.

Borno State has put in place a policy to engage more specialized workforce in its drive to actualize the 25 years
development plan for efficient Health care delivery and Education for all.
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4.2 Borrowing options

Gross Financing Needs is the sum of budget deficits and funds required to roll over debt that
matures over the year. Borno State Government intends to source its Gross Financing Needs
mainly through domestic borrowing from commercial Banks, Federal Government and other
Central Bank of Nigeria (Interventions) over the projection period, 2022 to 2031, as well as
external financing through concessional window either from Multilateral and Bilateral. The
details of the Financing options are as shown in the table below.

| zom] 208 sl o] ome  aen] o s 200| 2031

e T
New Domestic Financing (NGN' Million)

Commercial Bank Loans (maturity 1to 5 years,
including Agric Loans, Infrastructure Loans, and
MSMEDF) 21,000.00 950.00 | 2,806.50 | 2,974.00 7,570.00 | 18,053.10 | 20,617.00 17,553.50 | 17,763.80 | 17,797.60
Commercial Bank Loans (maturity 6 years or longer,
including Agric Loans, Infrastructure Loans, and
MSMEDF) 11,259.50 | 3,319.40 | 5,097.50 4,891.40 | 9,849.60 | 50,579.30 10,151.90 | 40,635.60 | 22,388.70 20,547.10
State Bonds (maturity 1to 5 years) - - = - - - - - = -
State Bonds (maturity 6 years or longer) - - - - - - - - - -
Other Domestic Financing - - -

New External Financing (USD'" Million)
External Financing - Concessional Loans (e.g., World - 5.00 5.00 0.50 - 0.50 0.50 0.50 0.80 0.80
External Financing - Bilateral Loans - - - - = o & 0 T 5

Other External Financing

Total Gross Borrowing Requirements (calculated by t| 32,259.52 | 6,319.39 9,953.98 | 8,070.40 | 17,419.60 | 68,837.42 30,973.91 | 58,394.19 | 40,480.48 | 38,672.74

4.3 DSA Simulation Results
Revenue, expenditure, overall and primary balance over the long-term

In the Baseline Scenario, Borno State preserves debt sustainability. Total revenue (including grants and
excluding other capital receipts) is projected to increase from N 127,477 billion in 2021 to N 241,361 billion
by 2031 (Chart 16). Total expenditure will expand from N 103,031 billion in 2021 to N 262,187 billion by
2031 (Chart 17). Therefore, the fiscal deficit—computed as the difference between revenue and expenditure—
is expected to remain within a range of N24.5 billion to N-20,926 billion in nominal terms. ii. Main finding
and conclusion of the baseline scenario in terms of debt sustainability as a consequence of the modest increase
in external borrowings, the public debt will rise in 2022 to 2029 and decline, and the State’s repayment capacity
will rise Pari passu (Charts 22). Debt is projected to raise from 82,154 billion as of end-2021 to N232,269
billion by 2031. It is expected to marginally increase from 64 percent of the Revenue in 2021 to 96 percent by
2031. As the fiscal deficit stabilizes in nominal terms over the next few years, and the public debt ratio
improves, the analysis of the Baseline Scenario suggests the State will be able to preserve the sustainability of
its debt in the medium-term.
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Chart 23: Debt Service as a share of Chart 26: Fiscal Qutturns
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4.4 DSA Sensitivity Analysis

2022 DSA analysis shows that Borno remains at moderate risk of debt distress under sensitivity analysis, the
State DSA under pessimistic scenario shows deteriorated or weakening ratios due to application of 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 to Revenue from 2023 to 2031 and debt service to revenue from 2026 to 2031, all under historical 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.

The projections under the Borno State 2022 DSA remains sustainable due to strict adherence to prudent debt
management as well as fiscal discipline. With the provisions of law guiding domestic and international
borrowing by Fiscal Responsibility Act, and Debt Management, the Government is positioned for prudent debt
management and fiscal discipline in order to be able to honor its future financial obligations without recourse

to any financing options.

With the MTB and FSP, the fiscal policy both on revenue expansion an expenditure control are targeted
towards mobilization of fund for the budget as well as investments in the State. This will among others improve
budget allocations that reflects the State policy priorities and development needs such as; grow the economy
through targeted spending in areas of comparative advantage such as agriculture, trade, and tourism; and
improve cash management. Fiscal policies guiding Cash Management and IGR is expected to consolidate on
the gains of the State achievements.
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Borno State’s debt sustainability is expected to largely deteriorate if the revenue

Shock as a result of worsening poor IGR generation and decline in federation allocations to States materialize.
Notably, therefore, a major risk for debt sustainability is the reversal of the State’s successful revenue
mobilization efforts. Also, if Expenditure Shocks occur as a result of increased security cost and/or as a result
of damage to infrastructure by the insurgents. If Exchange rate Shocks materialize as a result of global
economic shutdown cause by the Russia/Ukrain war may also affect negatively the public debt status. If interest
rates shock occur the ability to service debts maybe hampered significantly, and thus affecting the ratings of
the country.

4.5 Main Key Findings

The Baseline Scenario results shows that the ratio of Debt as % of GDP is projected at 5 percent in 2022, 3
percent in 2025, 4 percent in 2028 and 3 percent in 2031 respectively, as against the indicative threshold of 25
percent. The ratio of Debt as % of Revenue estimated to increase of 112 percent in 2022, 65 percent in 2025,
120 percent in 2028 and 96 percent in 2031, compare with the benchmarks of 200 percent. Meanwhile, the
ratios of Debt Service to Revenue projected at 8 percent in 2022, 11 percent in 2025, 19 percent in 2028 and
28 percent in 2031 compare with thresholds of 40 percent and Personnel Cost to Revenue trends remains under
the threshold over the projection period from 2022 to 2031, with the strongminded efforts by the State
Government through its various initiatives and reforms in the key sectors of the economy, respectively. The
details of the debt and debt service indicators are as shown in the table below.

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.

2022 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 2022 to 2031, with the strongminded efforts by the State Government
through its various initiatives and reforms in the key sectors of the economy.

23



30

0

15

10

50
40
30
20

10

Chart 27: Debt Stockas a share of SGDP

2017 2018 2019 2020 2021 2022 2023 2024 2005 2006 2027 2028 2029 2030 1031

s 1 fl3cel e e 51 ShockRevenue =St ShockExpenditure
o ] S0ckEXChANgERate s §1 ShockinterestRate @ e Threshold

Chart 29: Debt Service as a share of
Revenue

2017 2019 2021 2023 2025 2027 2029 2031

e 51_Baseline

===== 51 ShockRevenue
=== 51_ShockExpenditure
==mme== 51_ShockExchangeRate
=== 51_ShockinterestRate

== e = Threshold

250

200

150

100

50

70
60
50
40
30
20
10

24

Chart 28: Debt Stock as a share of Revenue

2017 2019 2021 2023 2025 2027 2029 2031

e 51_Baseline

smm==== 51 ShockRevenue
=51 ShockExpenditure
=== 51_ShockExchangeRate
=== 51 ShockinterestRate

= e= = Threshold

Chart 30: Personnel Cost as a share of

Revenue

el R e R B R R B pap——

2017 2019 2021 2023 2025 2027 2029 2031

e 51_Baseline

=== 51_ShockRevenue
=== 51 _ShockExpenditure
e 51_ShockExchangeRate
=== §1_ShockinterestRate

= == e Threshold



4.6 Conclusion

The result of the 2022 DSA shows that Borno remains at a moderate risk of debt distress relative to the baseline
scenario with Some-Space to accommodate shocks. However, debt sustainability.remains mostly sensitive to
the revenue shocks and expenditure shocks, indicating that an increase in aggregate output, does not result to
a proportionate increase in revenue. There is, therefore, the urgent need for the authorities to fast-track efforts
aimed at further diversifying the sources of revenue away from crude oil (FAAC), diversify the internal
revenue base and also reviewing revenue projections to reflect current realities, 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 FIVE

5.0 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 Borno
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.
The Borno State’s Debt Management Strategy, 2022-2026, 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
2026, as projected in the baseline scenario. Risk is measured by the deviation from the expected value in 2026
caused by an un-expected shock, as projected in the most adverse scenario. The following four strategies are
assessed by the government.

3.1 Alternative Borrowing Options

Strategy 1 (S1) reflects a “Baseline” MTEF Financing Mix: It follows the broad parameters of the financing
mix under MTEF, 2022-2025. External gross borrowing under Concessional loans accounts on average 8.00
percent over the strategic period mainly from World Bank and African Development Bank. The Domestic
gross financing comprises of commercial bank loans, State bonds and other domestic financing. The
Commercial Bank loans with the maturity of 5-7 years is projected to account on average of 40.53 percent, the
Commercial Bank loans with the maturity of above 6 years estimated with an average of 39.52 percent, are
projected over the DMS period of 2022-2026. The State is not desirous of issuing bond under the Strategy 1.
Meanwhile, the State intends to contract external financing through concessional window of the World Bank
and African Development Bank with an average of 0.01 percent over the DMS projection period.

Strategy 2 (S2) focus more on short term commercial bank loans: In this strategy, the government decided to
focus its borrowing through commercial bank loans with average 31.81 percent under maturity of 1-5 years
and 51.15 percent under maturity of above 6 years, over the strategic period, compared to other financing
needs. Strategy 2 focuses mainly on commercial bank loan for easy access to loan for critical projects in the
State.

Strategy (S3) focus its financing by increasing Federal government intervention. In strategy 3, the government

decided to finance its Commercial Bank loans (1-5 years) with an average of 38.16 percent, and Commercial
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Bank loans with the maturity of above 6 years with average of 30.29 percent, over the DMS period of 2022-
2026. While Concessional loans under external financing has an average of 0.03 percent.

through Concessional loans with average of 0.02 percent, respectively.

5.2 DMS Simulation Result

Debt Service/Revenue and Interest/Revenue, also the reference debt strategy (S1) will be compared with the
alternative strategies (82, 83 and S4) to facilitate the drafting and exposition.

Debt as a share of Revenue

The share of debt as percentage of revenue and cost-risk trade-off for the referenced strategy (S1) and
alternatives strategies (S2, 83, and S4) are presented in the Chart 33 and 34:

Chart 33. Debt Stock as a share Chart 34. Cost-Risk Trade Off
of Revenue (Cost in vertical axis, Risk in horizontal axis)
(including grants and excluding other 91.00 Strategy 2
ital receipts @
capital receipts) o .
200.0
Strategy 3
90.80
1000 —— —
0.0 90.70
2021 2022 2023 2024 2025 2026 :Jg‘ 90.60
=—=>5trategy #1 & Baseline Outlook
90.50 Statagy 4
Strategy #1 & Adverse Shock
90.40 L]
Strategy #2 & Baseline Outlook
==Strategy #2 & Adverse Shock 90.30 o strategy 1
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e Strategy #3 & Adverse Shock 7088 7090 7092 7094 7096 7098
Risk
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COST  RISK measu
Debt Stock as % of Revenue (including grants and e 2021 2022 2023 2024 2025 2026

Strategy #1 & Baseline Outlook 64.4 111.8 68.9 73.6 64.8 903 70.9
Strategy #1 & Adverse Shock 1118 877 106.0 106.7 161.2
Strategy #2 & Baseline Outlook 64.4 111.8 68.9 73.7 65.1 80.9 71.0
Strategy #2 & Adverse Shock 118 877 106.1 107.0 161.9
Strategy #3 & Baseline Outlook 644 1118 689 73.7 65.1 90.9 71.0
Strategy #3 & Adverse Shock 111.8 87.7 106.1 107.0 161.9
Strategy #4 & Baseline Outlook 644 1118 68.9 73.7 64.9 90.4 709
Strategy #4 & Adverse Shock 1118 877 106.1 106.8 161.3

Strategy 1 shows the Cost ratio of Debt to Revenue is estimated to decrease from 111.8 percent in
2022 to 90.3 percent, adverse shock 161.2 with 70.9 level of Risk. The Risk is only measured in 2026
and is the least compare to other Strategies.

2022 to 90.9 percent, adverse shock 161.9 with 71.0 percent degree of risk. Given Strategy 2, both
Cost and Risk are a bit costlier compare to Strategy 1 as shown in the chart.

Strategy 3 shows Cost ratio of Debt to Revenue is estimated to decrease from 111.8 2022 to 909
percent, adverse shock161.9 mth 71.0 percent degree of risk. Strategy 3 and Strategy 2 share some
similarities, both Cost and Risk are a bit costlier compare to Strategy 1 as shown in the chart.
Strategy 4 shows the Cost ratio of Debt to Revenue is estimated to decrease from 111.8 percent in
2022 to 90.3 percent, adverse shock 161.3 with 70,9 level of Risk. The Risk is only measured in 2026
and is the least compare to Strategy 2 and Strategy 3. Strategy 4 share same similarities in terms of cost
and risk level,

Analysis: using this debt indicator of Debt to Revenue shows that S1 is the least costly and riskier
which was estimated at 90.3 percent and 70.9 percent compared to Strategy 2 (90.9 percent and 71.0
percent), Strategy 3 (90.9 percent and 71.0 percent) and Strategy 4 (90.3 percent and 70.9 percent),
respectively. Strategy 1 is the least costly and moderate risk strategy, which was estimated as 90.3
percent and 70.9 percent, which concentrated on commercial Bank loans with maturity period of 6
years and above. Strategy 2 and Strategy 3 have the highest cost and risk 0f90.9 and 71.0, respectively.
On the Strategy 4 also has lowest cost and risk of 90.3 and 70.9, respectively. Therefore, Strategy 1
and Strategy 4 has the moderate costs and risk over the DMS period of 2022-2026 with a portfolio mix

of domestic commercial loans and external financing through concessional window

Debt Service as a share of Revenue:

The share of debt services as percentage of revenue and cost- risk trade-off for referenced strategy and
alternatives strategies are presented in the chart 37 and 38:
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Chart 37. Debt Service as a Chart 38. Cost-Risk Trade Off

share of Revenue (Cost in vertical axis, Risk in
(including grants and excluding horizontal axis)
other capital receipts) 17.60
30.0 17.40 .\
20.0 17.20
100 e 17.00 Strategy 3
e 16.80 Strategy 2
2021 2022 2023 2024 2025 2026 g 16.60 o
16.40
“====Strategy #1 & Baseline Outlook 155 © - Strategy 1
~——Strategy #1 & Adverse Shock 16'00
Strategy #2 & Baseline Outlook 1580 L oteRy 4
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~—Strategy #3 & Adverse Shock 340 545 550 555 560 565
Risk
COST RISKmeasu
Debt Service as % of Revenue (in cluding grantsand 2021 2022 2023 2024 2025 2026
Strategy #1 & Ba seline Qutlook 7.8 8.2 139 115 163 5.5
Strategy #1 & Adverse Shock 7.8 5.1 16.4 145 218
Strategy #2 & Baseline Outlook 7.8 8.2 134 114 16.5 5.5
Strategv #2 & Adverse Shock 7.8 9.1 15.8 145 221
Strategy #3 & Baseline Outlook 7.8 8.2 139 119 174 5.6
Strategy #3 & Adverse Shock 7.8 9.1 16.4 15.0 23.0
Strategy #4 & Baseline Outlook 7.8 8.2 135 114 157 5.4
Strategy #4 & Adverse Shock 7.8 8.1 159 14.4 211

> Strategy 1 shows the Cost of Debt Service to Revenue s estimated to increase from 7.8 in 2022 to
16.3 in 2026 with 5.5 degree of risk and adverse shock of 21.8. The Risk is measured only in 2026 as
shown in the chart.

> Strategy 2 shows the Cost of Debt Service to Revenue is estimated to increase from 7.8 in 2022 to
16.5 in 2026 with 5.5 degree of risk and adverse shock of 22.1. The Risk is measured only in 2026 as
shown in the chart.

> Strategy 3 shows the Cost of Debt Service to Revenue is estimated to increase from 7.8 in 2022 to
17.4 in 2026 with 5.6 degree of risk with adverse shock of 23.0. The Risk is measured only in 2026
as shown in the chart. This Strategy is the riskiest when compared to others.

> Strategy 4 shows the Cost of Debt Service to Revenue is estimated to increase from 7.8 in 2022 to
15.7in 2026 with 5.4 degree of risk and adverse shock of 21.1. The Risk is measured only in 2026 as
shown in the chart. Strategy1 has the lowest Cost and Risk when compared to others,
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at 17.4 percent and risks at 5.6 percent.

Interest as a share of Revenue

The share of interest as percentage of revenue and cost- risk trade-off for referenced strategy and
alternatives strategies are presented in the chart 41 and 42:

20.0

54_Tables
S4 Tables

>

Chart 41. Interest as % of Chart 42. Cost-Risk Trade Off
Revenue (Cost in vertical axis, Risk in horizontal
(including grants and excluding other axis)
capital receipts) 6.80 Strategy 2
e
6.70
2021 2022 2023 2024 2025 2026 o Strategy 3
= Strategy #1 & Baseline Outlook é‘ 6.60
w==Strategy #1 & Adverse Shock 650 Strategy4
& Siratepy 1
==—==Strategy #2 & Baseline Outlook 6.40 aeey
—-Strategv #2 & Adverse Shock 4.40 441 4.42 4.43 4.44
Risk
COST RISKmeasu
Interest as % of Revenue (inc luding grants and exch 2021 2022 2023 2024 2025 2026
Strategy #1 & Baseline Outlook 28 4.8 5.7 4.9 6.5 4.4
Strategy #1 & Adverse Shock 28 5.3 7.3 74 10.8
Strategy #2 & Baseline Outlook 28 4.8 5.8 5.0 6.8 4.4
Strategy #2 & Adverse Shock 2.8 53 74 7.4 11.2
Strategy #3 & Baseline Outlook 2.8 4.8 5.8 5.0 6.8 4.4
Strategy #3 & Adverse Shock 2.8 5.3 74 7.4 11.2
Strategy #4 & Baseline Outlook 28 4.8 5.8 4.9 6.5 4.4
Strategy #4 & Adverse Shock 28 5.3 7.4 7.1 108

Strategy 1 shows the Cost of Interest as Percentage of Revenue is estimated to increase from 2.8 in
2022 to 6.5 in 2026 with 4.4 degree of risk and adverse shock of 10.9. The Risk is measured only in
2026 as shown in the chart.
Strategy 2 shows the Cost of Interest as Percentage of Revenue is estimated to increase from 2.8 in
2022 to 6.8 in 2026 with 4.4 degree of risk and adverse shock of 1.2. The Risk is measured only in
2026 as shown in the chart.
Strategy 3 shows the Cost of Interest as Percentage of Revenue is estimated to increase from 2.8 in
2022 to 6.8 in 2026 with 4.4 degree of risk and adverse shock of 11.2. The Risk is measured only in
2026 as shown in the chart.
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> Strategy 4 shows the Cost of Interest as Percentage of Revenue is estimated to increase from 2.8 in

2022 to 6.5 in 2026 with 4.4 degree of risk and adverse shock of 10.9. The Risk is measured only in
2026 as shown in the chart.

1 to 5 years and above, as the debt service terms requirement has lower interest rate. Compared to 2
and S3 with the moderate costs and risks.
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5.3 DMS Assessment

under debt to revenue, while Strategy 1 and Strategy 4 under the debt service to revenue and interest payment
to revenue, Strategy 1 and Strategy 4 were considered the most feasible of the strategies to implement in the
short-term and it would still greatly improve the portfolio’s debt position relative to the base year 2021.

In comparison to the current debt position, Borno State debt portfolio stood at N82,154.26 million as at end-
2021, which expected an increase to N11 1,3767.79 million under S1 during the strategic period, compared to
S2(N112,197.96 million), S3 (N112,197.96 million), and S4 (N111,534.04 million). Furthermore, 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, Strategy 4 which is an alternative strategy is selected as
the preferred strategy for the 2022-2026, which shows moderate cost and risk over the DMS under debt as a
share of revenue and it indicated low cost and risk under debt service as a share of revenue.,

Borno State opted for strategy 4 because :

i- the state will continue to ensure reduction in non-essential overheads spending,
ii- use loans to finance only capital expenditure projects,
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resources, and extra budgetary spending will be sanctioned and discouraged.

it provides a systematic approach to decision making on the appropriate composition of external and domestic
borrowing to finance the 2022 budget. The cost-risk trade-off of alternative borrowing strategies under the
DMS has been evaluated within the medium-term context.
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Annex I: Baseline Assumptions

Statutory Allocations — the estimation for statutory allocation is based on an elasticity forecast taking into consideration
the macroeconomic framework (national) and the mineral assumptions in the 2022-2025 Federal Fiscal Strategy Paper,
It is based on historica] mineral revenues flows and elasticity-based forecast using national Real GDP and inflation data,

VAT —is based on elasticity forecast using the combined change in GDP and inflation rate. The estimate for 2022-2025

Pension Scheme in the state.

Overheads — overhead has been relatively stable over the years to date. It is anticipated that the status quo will remain
stable. Consequently, the estimation is own value calculated using the current growth rate.

Capital Expenditure — this is based on the balance from the recurrent account plus capital receipts, less than planning
and contingency reserve as outlined above.
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Table Assumptions of the State DSA Template

whmmmmuwmmnlmtmmm Myl Feanee
RSk Teim, Wity ol e o
Deckgont ave S
i, [ﬁl.Tnnililwl(ﬁnWM
. Drupeant dane Sy
L i
La.ofwch St Al [ pesnf e okl A e AT, Wt of st and e
ik Dokt oSl
LELT Wit depdintanthe e eremmit Feleral Visintry e Fimaece
e " " . n
Lttt gz i s iR T oo i)
VA5 npectd b sl st .
2 oty i e The expectsl efhr FAI st i Ty O nhare Borwa ity ef Gacatosad IR
E betineniih: Keathors ic 4 Kl
Eiati LT — ! bl R
T opecedfien A4 FY 203,
Conwte|
Tl .
e J ol il Then| .
Mkmﬂhhmmhuhtim.
gty T IR
etk Tioth " )
iLem i expetod o PR 10 Py 208, g
8 el of oot st and Pt ol
kmmﬂmlllﬁk
Bpudine
1A Rkt e 5 ; i onth 41 4 - 4 o
L0erhudexy Ot e gy f
1. Ifaisl B " bl n - L L !
)
o e Vg e Mty
i Fisanretod Eonnn:Devdtgnest BomnaSile
ot S 0y S ooty
Bt Gl o i m s e = o e
thedk.
i 2 2 oSt Wt o oo Bt §
Ching o vd bk e Thectingcash i Eemsichnig
Delt ntstidg st and 201
sty i
Ervl Det-srerimtenand st wimdimmkunﬂfhm mmﬂﬂhﬁm&umh- ”"I"?‘" m:: o
Doneste Dét - mtisntion ind vt Thenspyents e oy s it b iyl and . Theragiymentivc revblyiost Frest bk Pritciplued s Deblanurtaben andechebedrepiyment
e d et mtrated o 02 ol
N Errva¥inmcag
G o ; Dt gt O, My of
i e Bk A fa ' s Ftocead rshomc Deopmant v Yot
Entrwl Fuscing - Bt Lapes
ithe Erta) Fsaeing
N Doty
i e i - b Sy fFoaacs et
- Eoner g
i hec : . -t Lo ™ Sy of s g
Ernseic rning
Satabonds bty 1y Sy
Sk b ity s o ong)
ke Do Fnancng
Fand o
New Dot Fndg b Bilbn i
= . - e ofisin apreect it the e My
T s I s i
. ottt e iy
e anrt i Mbats 5
T Whnack
Stonds vty s Sy
b by s g
b Dot Fracy
e Eteeal e Ml U5 iy
Tk | Boma o Coveeest e Transhma s
Bl By Conmal [ = . ' o . T ’ .
Bt Fsamring- Bl kg
e el

34



ANNEX II: BORNO STATE Baseline Scenarios, 2017 — 2031
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BORNO STATE Baseline Scenarios, 2017 — 2031 Cont’d

FinateingNeedsand Souros Meifon Nsis]
Finnting Noeds

L Primary bafance
Ii. Debt service
Amortizations
Interests
i Binanct . i ATt bs B (8.2, Variation in Cach and Rank
rmm £, HII"CHJ
I Financing Sources Other thin Bomaning
il Grass Bormowings
P 7al Bankoans fatarly oS et nch Infras
to st # Torwer. takal p '
Siate Zands [metuity 1 105 pean)
Shthﬁmmﬁwsmﬂ'hw]
Otter Domastic Financing
External Fisanzing - Concessionsl Loarg (g, World Sank, i
Extema] Financing - Bilatera) Loans S
Gfter Extemel Financing
Residual Fingncing

DeR Stk and Flows MlTor i

Debt {stock)

External B0 785%m68
Domestic o

P O BESIN  @usD
Externil

Domestic

Amortizations (fiow) 35080

i 12,66531
i 7666 ez
Interests flow) ;mﬂ e
— T 2686
i, 64 L]
e 3 : ER pea0n
Extemal )

Domestic

Dkt and Debt-Sarvice ladicztors

Debt Stod:s % of sG0P

o (] 550
Debt Servie = S of S0P o s = ke
Debt Berin g 4

Internst as of 5507 i i

18727.%
BuLm
861

s
519
478
10750
e
307387

ki
14437

AT
w318
105623

B0
oo
LML
3048
%0

18755

36

&, 15025
15126
e300

BsB0

5541
EEREL ]
3765.90

3M06

EdA5

11953
1637
a5
176601

12,7750

185
28,0000
1125550

15825
Lm0
10,1319

48
47533

221
27580
13850

17,503.19

510
ma
035
5

281
un

631839
405
s
53854
1R
280000

0o
631930
95000
331940

11,0807
9,90
10129487

105000
41683

Rt
055045
05348
prhEEL]

LETH

L]

595398

o

595108

LB0630

5180

o

0.00
05000

(1]

108,908.67
115158
57,3810

955398

90358
L2830
R
11,805.60

£1545
L1050
17260
-390L63

1

558
nm

175361
]
1088463
1593
00
amos0

297400
489140

11378
94,795.46

W00
L8640

K165
1046158
8539

T
-T2

-3, 59657

EEL]
&7

149
05

nes

17,415,560
-26,718.11
puNitEl]

796024
1741860

17419.60
T5m000
988560

000
L]
000
]

UL
105242

A5
000
488
L1535
30457
11, 762,69
76224
M\

52035

56591

306

[LH
1631

645
5

ama
21,0085
nas
a0

B

10,7385
156,064.35

500
604

3457
§152.96
ELrhi)
87571

-183.57

3057391
-BuLn
Bsun
154
17,8082
-1158L60
anma
0w
079

20,617.00
1015180

15859
15505
305381
20500
30,768.51
58

1130851
1740826

Ll
1739648
Uk T ]

1546380

EET
Wamn

H3s
1,005
5w

.00

1755350
4053550

000

X500

]

20,930
10,308.52
088307
s

1819

1537
135616
21,0409

MES1

-2037

15146

1n

040
un
1611

380,48

55,06L.78
35158
n4n
13,382.00

oo

1776380
3870

i}
e
000

£

505
6708338

58357
1784700
B

B0
177750
054710

ikl h]

21,155.35
B

30
B3
38,0081

#0884

46851

5137
3630



BORNO STATE TECHNICAL TEAM

ABBA LIMAN MUSTAPHA
ABUBAKAR KACHALLAH

TITUS JOHN

MOHAMMED ABUBAKAR MUSTAPHA

L8 e

o

LA R AR R N N N NN ............................l..

HONOURABLE COMMISSIONER
MINISTRY OF FINANCE, BUDGET AND ECONOMIC PLANNING
BORNO STATE

37



