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CHAPTER 1
INTRODUCTION

Katsina State Debt Sustainability Analysis – Debt Management Strategy (DSA-DMS)
analyzes trends and patterns in the State public finances during the period of 5-years from
2018- 2022, and evaluates the debt sustainability in 10-years 2022-2031 (the long-term).
The analysis highlights recent trends in revenue, expenditure, and public debt, and the
related policies adopted by the Katsina State. A debt sustainability assessment is
conducted using scenario and sensitivity analysis in order to evaluate the prospective
performance of the State’s public finances. The main objective of the debt strategy is to
ensure 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 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 administration law 2021 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.  

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, chromites and silica sand.

02

KATSINA STATE GOVERNMENT DSA-DMA 2023



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 State 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.
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CHAPTER 2
KATSINA STATE FISCAL AND DEBT FRAMEWORK

Katsina state is in the process of preparing a comprehensive development plan by 2024
which will be used to produce Medium-Term Expenditure Framework (MTEF) therefore this
report is based on projections made using State’s budget, Accountant General reports and
Debt Management Office (DMO) reports. The 2023 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.
Some of the fiscal reforms that the Katsina State has implemented within the last 3 to 5
years include some of the following: The Introduction of the IPPIS (Integrated Payroll and
Personnel information system), Treasury single account, the implementation of IPSAS
(International Public Sector Accounting Standard).

Other state developments such as the Introduction of new revenue streams and expansion
of existing one,  the creation of the Community Watch Corps has tamed the growing
insecurity; the massive employment in the education sector has reduced the
unemployment rate and improved the quality of education; the quality of public service has
also significantly improved by recognizing and instilling merit as a key determinant for
occupying public office; the investment in human capital in the form of financing local and
foreign scholarships, which will have long-run positive effects on the state, the creation of
new MDAs have also improved the access, quality, and delivery of public service, reviewing
pension schemes to ensure long-term financial viability, has also influenced the fiscal
variables for both expenditure and revenues for the Katsina State.  

These reforms have yielded some positive results: Katsina State has seen a steady rise in
IGR, reducing dependence on federal allocations and grants, reduced recurrent expenditure
has led to fiscal consolidation and better budget management, proactive debt
management policies have ensured debt levels remain within sustainable limits. Katsina
State intends to significantly increase debt service for its domestic debts, starting from the
2023 fiscal year. This will ensure continuous and uninterrupted service on the existing
domestic debts.
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2.1 Katsina State’s Budget Policy Thrust

The 2024 budget estimate of Katsina State is a progressive and ambitious fiscal plan that
aims to build the future of the State and its people. The budget is based on the “Building
Your Future policy” manuscript, which outlines the strategic objectives and priorities of the
state. The budget is also aligned with the national, continental and global development
agendas such as the Sustainable Development Goals (SDGs) and the African Union
Agenda 2063. The 2024 budget estimates worth N454.3 billion to the State’s House of
Assembly for consideration and approval, which are the biggest capital spending and the
highest capital allocation in the political history of Katsina and even among the
northwestern states. 

The budget is expected to boost the economy and improve the welfare of the people by
hugely investing in infrastructure, social services, and human capital development. The
budget is also expected to enhance the quality of life and the productivity of the people, by
providing a safe and adequate water supply; improving access, quality, and equity of
education; providing primary, secondary, and tertiary health care services; protecting and
restoring the natural resources and ecosystems; promoting food security, diversifying the
economy, and creating employment opportunities. The high capital expenditure ratio of
72.63%, which represents N329.9 billion attaches maximum emphasis to investment in
infrastructure, which aims to transform Katsina State into a prosperous state. The budget
allocates the largest share of N67.1 billion (20.35% of the total budget) to the water sector,
followed by education with N66.4 billion (20.13%) and works with N53.5 billion (16%). 

These are critical sectors that can enhance the quality of life and the productivity of the
people of the State. By signification, the water sector is expected to provide a safe and
adequate water supply to the urban and rural areas, while the education sector is expected
to improve access, quality, and equity of education at all levels. The works sector is
expected to construct and maintain roads, bridges, and public buildings. The budget also
allocates substantial amounts to the health, environment, and agriculture sectors, which
have N38.3 billion (11.62%), N37.7 billion (11.43%) and N20.5 billion (6.21%) respectively. These
are also important sectors that can contribute to the well-being and resilience of the
people of the State. That means the health sector is expected to provide primary,
secondary, and tertiary health care services as well as prevent and control diseases. The
environment sector is expected to protect and restore natural resources and ecosystems
as well as mitigate and adapt to the effects of climate change. 
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The agriculture sector is expected to promote food security, diversify the economy and
create employment opportunities. The 2024 Budget Policy thrust is as follows:

The Planning instrument of Medium-Term Sector Strategies will be the basis for MDAs
2024 budget proposal.
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.
Prompt payment of State counterpart contributions to attract additional resources for
funding projects and programs.
New projects will only be provided for after ensuring adequate provision for on-going
projects.
Sustain investment in Agriculture to achieve self-sufficiency in food production and
security;
Use Result Based Monitoring and Evaluation (RBM&E) framework to track project and
programme implementation.
Strengthen Social Safety Net Programmes to further mitigate the impact of the current
economic situation on the poor and vulnerable groups within Katsina State.
Improve revenue base of the State through effective and efficient collections from the
existing sources and exploration of new sources by revenue generating MDAs.
Continued sustenance of free education programme including School feeding
programme and ensuring quality control in the education system.
Construction of new and Maintenance of existing physical infrastructure and facilities
(Roads, Water and Public buildings).
Strengthen public service for efficiency, productivity and value for money through
capacity building and incentives.
Strengthen provision of social services through whole School and Hospital approach.
Prioritize investment in projects and programmes that will enhance job creation,
employment generation and contribute to poverty reduction.
Improve funding of MDAs for better service delivery.
Strengthen coordination of partners ̀ activities in line with the States̀ development
priorities;
Adequate provision and timely payment of MDAs outstanding debts/liabilities with
Katsina State Debt Management Department (DMD).
Increase allocation to address issues of insecurity in the State.
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2.2 Katsina State Budget Blueprint

Katsina State Budget Blueprint constitutes the major components of the Annual Budget
Process. These set of principles provides logical starting point for the development of
Katsina State Budget Blueprint, which highlight the context of the annual budget. The key
objective and targets for the State Government from a fiscal perspective are to:

Effectively manage personnel and overhead expenditure to allow greater resource for
capital development; 
Grow IGR by a minimum of 5% every year from 2024 to 2025;
Ensure loans will only be used for implementation of capital projects;
Achieve long term target of funding all recurrent expenditure with revenue of a recurrent
nature (IGR, VAT and Non-mineral component of Statutory Allocation);
Target sources of capital receipts and financing outside of loans (e.g. Grants, PPP, etc.);
Ensure projected Capital receipts are based on Memoranda of Understanding (MoUs)
and other agreements signed with Development partners;
Ensure that the State’s Debt position is within the ratio set by the Federal Debt
Management Office, Abuja;
Give priority to the completion of ongoing capital projects before new projects are
commenced; and,
Grow the economy through targeted spending in areas of comparative advantage such
as agriculture, trade, and tourism.
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The Katsina State economy experienced a growth under Internally Generate Revenue (IGR) from N5,931 million
in 2018, N7,956 million in 2019, N10,822 million in 2020, N19,179 million in 2021 and 18,473 million in 2022,
respectively, which represent a grow by N12,542 million or 211.47 percent from 2018 to 2022.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 N96,372 million in 2018, N88,983 million in 2019, N94,449 million in 2020, N116,963 million
in 2021 and N120,505 million in 2022, respectively.
3.1.1.1 Gross FAAC Allocation: 
Katsina State recorded a declined in the review period relative to the preceding year, as the FAAC Allocations
recorded at N86,958 million in 2018, N77,096 million in 2019, N73,419 million in 2020, N79,729 million in 2021 and
N83,877 million in 2022, respectively. 
3.1.1.2 Internally Generated Revenue: 
Katsina State witnessed modest growth and significant improvement in the State IGR, where the IGR grew from
N5,931 million in 2018, N7,956 million in 2019, N10,822 million in 2020, N19,179 million in 2021 and 18,473 million in
2022, respectively. The improvement in IGR mainly due to the tax reforms aimed at improving collection
efficiency and broadening the tax revenue base in the State.
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 N3,483 million in 2018, N3,930 million in 2019, N10,208 million in 2020,
N18,055 million in 2021 and N18,155 million in 2022, respectively.

KATSINA STATE GOVERNMENT DSA-DMA 2023

CHAPTER 3
THE STATE REVENUE, EXPENDITURE, AND PUBLIC DEBT TRENDS
(2018-2022)
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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 N96,730 million in 2018, N104,616 million in 2019, N111,939 million in 2020, N129,276
million in 2021 and N166,681 million in 2022, represent an increase by N69,951 million or 72.32
percent over the historical (actual) year from 2018 to 2022.
3.1.2.1 Personnel: 
Katsina State Personnel costs stood at N25,728 million in 2018, N29,185 million in 2019, N31,627 million in 2020,
N31,722 million in 2021 and N40,532 million in 2022, respectively. The actual figure for personnel cost represents
an increase with the period from 2018 to 2022 by N14,804 million or 57.54 percent.
3.1.2.2 Overhead Cost: 
The actual Overhead costs amounted at N17,928 million in 2018, N17,355 million in 2019, N16,295 million in 2020,
N16,174 million in 2021 and N25,904 million in 2022,  respectively. 
3.1.2.3 Other Recurrent Expenditure: 
Other Recurrent Expenditure stood at N4,073 million in 2022 compared with N4,437 million in 2021, representing
a declined of N364 million or 8.20 percent.
3.1.2.4 Capital Expenditure: 
The actual Capital Expenditure stood at N67,971 million in 2022 compared with N68,498 million in 2021, N55,425
million in 2020, N54,379 million in 2019 and N49,011 million in 2018, represent an actual growth of N18,960 million
or 38.69 percent within the historical period.
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3.2 Existing Public Debt Portfolio
3.2.1   Debt Stock:
The Katsina State’s Debt Stock comprised External and Domestic Debts which was stood at N46,576 million in
2018, N72,748 in 2019, reduced to N71,790 million in 2020, the actual declined in stock was largely due the
repayment from Contractors Arrears amounted to N7,772 million with the period. Katsina State’s Debt stock
amounted to N84,717 million in 2022 compared to N86,236 million in 2021, representing a decrease of N1,519
million. The decrease in the Total Debt stock was reflected in only the Domestic Debt components. The external
debt stock increased from N19,560 million in 2021 to N32,594 million in 2022 due to exchange rate disparity,
while the domestic debt stock significantly decreased from N66,676 million in 2021 to N52,123 million in 2022.
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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, Commercial Banks, Bond,
Contractor’s Arrears and Pensions & Gratuity arrears. While the External Debt from World Bank. In 2021 the
composition of external debt (22.68 percent) and domestic debt (77.32 percent), compared to the debt
composition of the external debt (38.47 percent) and domestic debt (61.53 percent) in 2022.
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3.2.3 Debt Service: 
Katsina State total debt service that comprises the interest payment and principal repayment stood at N10,122
million in 2023, N24,416 million in 2025, N58,317 million in 2028 and N60,400 million in 2032 respectively.

The actual Principal Repayment stood at N9,671 million in 2022 compared to N12,569 million in 2018. Interest
Payment amounted to N1,099 million in 2022, N1,767 million in 2021, N923 million 2020, N1,908 million in 2019 and
N1,810 million in 2018, respectively.
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“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.”

CHAPTER 4
DEBT SUSTAINABILITY ANALYSIS
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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 86.68 percent compared with 83.93 percent over the
projection period from 2022 to 2031 and given the limited funding envelopes from the
external borrowing with long processing time required, domestic borrowing are mainly
through: the commercial banks, Bond, Federal Government and other Central Bank of
Nigeria (Interventions) loans are main source of financing.
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Borrowing options
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4.2.2   Expenditure:
The Katsina State’s Total expenditure projected increase from N313,164 million in 2023 to N402,168 million in
2032, 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 2024 Budget Blueprint; the
projections period from 2023-2032 projections as estimated by the Katsina State Technical Team using
Katsina State Accountant General and Debt Management Office reports.
4.2.2.1 Personnel:
The on-going staff verification is to check abnormalities in the pay roll and expected retirements between
2023 and 2024. 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 at N48,123
million in 2023 to N52,298 million in 2032.
4.2.2.2 Overheads: 
Estimated at N14,216 million in 2023, N15,317 million in 2025, N16,017 million in 2028 and N17,238million in 2032,
respectively.
4.2.2.3 Total Debt Service:
The Debt Stock chart shows a steady rise in Debt Stock for the period 2023 to 2032 with the initial value of
N10,121 million in 2023 to a projected value of N60,400 million in 2032. Hence, an own value has been used
anticipating that public debt charge will remain largely stable with minimal growth over the projection
period.
4.2.2.4 Other Recurrent Expenditures:
other recurrent expenditure comprises Social Contribution and Social Benefits estimated to increase by
N22,993 million in 2021, N18,690 million in 2025, N14,833 million in 2028 and N23,225 million in 2032
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 projection of capital expenditure as at 2023 to 2032 is projected
as N217,709 million in 2023 to N249,007 million in 2032.
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4.3 Debt Stock
Katsina State’s Debt Stock estimated to increase from N146,689 million in 2023, N178,169
million in 2024, N242,891 million in 2025, N296,215 million in 2026, N310,640 million in 2027,
N324,743 million in 2028, N317,834 million in 2029, N395,401 million in 2030 N271,171 million in
2031, and N242,944 million in 2032, respectively.
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Debt Service projected at N10,122 million in 2023, N24,416 million in 2025, N58,317 million in
2028 and N60,400 million in 2032 respectively. Principal Repayment estimated at N9,059
million in 2023, N8,265 million in 2025, N29,276 million 2028 and N36,913million in 2032
respectively, compared with the Interest Payment of N1,063 million in 2023, N16,151 million in
2025, N29,041 million in 2028 and N23,487 million in 2032. 
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Under Baseline Scenario, the Debt Sustainability Analysis results shows that the ratio of Debt
as % of GDP is projected at 5 percent in 2023, 4 percent in 2024, 5 percent in 2025, 5
percent in 2026, 5percent in 2027, 4 percent in 2028, 4percent in 2029, 3 percent in 2030, 3
percent in 2031, and 2percent in 2032 respectively, as against the indicative threshold of 25
percent.

DSA 2023 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 2023 to
2032, with the strong minded 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 78 percent in
2023, 81 percent in 2024, 119 percent in 2025, 114 percent in 2026, 121 percent in 2027, 121
percent in 2028, 108 percent in 2029, 93 percent in 2030, 84 percent in 2031 and 70 percent
in 2032, 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 5 percent in 2023, 7
percent 2024, 12 percent in 2025, 20 percent in 2026, 20 percent in 2027, 22 percent in 2028,
21 percent in 2029, 19 percent in 2030, 19 percent in 2031, and 17 percent in 2032 respectively,
as against the threshold of 40 percent to the end of the projection period in the medium to
long term.
The Personnel Cost to Revenue remained under state threshold of 60 percent from 26
percent in 2023, 24 percent in 2025, 19 percent in 2028 and 15 percent in 2032, respectively.
Thus, Katsina State Debt remained sustainable on the revenue and debt indicators.

Debt Service to Gross FAAC Allocation estimated at 9 percent in 2023, 28 percent in 2026,
28 percent in 2030 and 23 percent in 2032, respectively. The projections of Interest to
Revenue estimated at 1 percent in 2023, 12 percent in 2026, 9 percent in 2030 and 7 percent
in 2032 respectively and External Debt Service to Revenue estimated to increase from 1
percent in 2023, 1 percent in 2026, 1 percent in 2030 and 2 percent in 2032 respectively.
Thus, Katsina State Debt remained sustainable on the revenue and debt indicators.

4.4 Main Key Findings
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Katsina State DSA result revealed that 2023 DSA revealed that Katsina State’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.

4.7 DSA Sensitivity Analysis
Katsina State, 2022 DSA analysis 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 as percent of
Revenue from 2024 to 2032 under revenue and expenditure shocks. The debt service as
percent of Revenue breached the benchmarks from 2024 to 2032 through 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.

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. .
In line with the projections, the Katsina State 2023 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. Fiscal policies guiding Cash Management and IGR is expected to
consolidate on the gains of the State achievements.

4.6      CONCLUSION
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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 State. The strategies are shown by the breakdown of funding mix
(domestic debt and external debt) and within the broad categories of domestic and
external, the share of each stylized instrument has also been illustrated. Following four
strategies are assessed by the government. The Katsina 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.

CHAPTER 5
DEBT MANAGEMENT STRATEGY

22

5.1     Alternative Borrowing Options

For the Katsina State’s administration, S1 and the three alternative DMS (S2, S3 and S4) have
the following proposed instruments and policy Objectives that motivate them. The proposed
instruments for borrowing include State bonds (Government to Government borrowings,
Sukuk loans) and Other Domestic Financing (CBN Loans). While the Katsina State external
borrowings include the World Bank N-Cares Loan and the China EXIM Bank Loan. Other
reasons for adopting these borrowing instruments include, mitigation of risks (currency,
interest rate and rollover), to develop domestic debt markets, to fund specific expenses
(such as capital investments), to secure liquid assets for cash management. 
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The Gross Financing needs between 2023 and 2032 will be covered using the following
borrowing options:

Strategy 1 (S1): adopts State Bonds (maturity 6 years or longer) and Other Domestic
Financing (CBN): External gross borrowing under Concessional loans account on average
19.68 percent over the strategic period (2023-2027). 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
21.00 percent over the strategic period. The Commercial Bank loans (maturing 6 years
above), State Bonds (maturing 1-5 years) and State Bonds (maturing 6 years above)
estimated with an average of 22.00 percent, 18.75 percent and 19 percent over the DMS
period of 2023-2027.

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 2022 as its in strategy 1. The remaining of borrowing distributions from 2023 to 2027,
the state government will focus its financing through commercial bank loans with average
14.54percent under 1-5 years and 14.30 percent under above 6 years tenure, other gross
financing needs through the State bond (maturing 1-5 years), State bonds (maturing 6
years above) and External borrowing through concessional loan which was estimated to
account on average of 18.75 percent, 19.00 percent and 2.47 percent by the end of strategic
period.

Strategy (S3): focus its financing through domestic debt market: In strategy 3, the
government decided to focus its financing from 2023 to 2027, 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, and Concessional Loans with an average of
18.75 percent, 19.00 percent, 14.54 percent, 14.30 percent and 2.47 percent, respectively. This
strategy considers the scenario where proportions of external and domestic debt
instruments in 2023 remains the same with strategy 2.

Strategy (S4): increases the share of external borrowing: In this strategy, External Financing
represent an average of 14.06 percent from 2023 to 2027, which comprises Concessional
Loans of 2.47 percent and Bilateral loans 1.15 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 State bond of above 6 years with average
period of 21.00 percent, 22.00 percent, 18.75 percent, and 19.00 percent, respectively.
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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: 
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 1 shows the Cost ratio of Debt to Revenue estimated at 121.4 percent in 2027, as
against Strategy 2 (123.4 percent), Strategy 3 (128.3 percent) and Strategy 4 (127.0
percent), over the DMS period of 2027, compared with the Risks measured of Strategy 1
(56.6 percent), Strategy 2 (56.8 percent), Strategy 3 (57.3 percent) and Strategy 4 (57.2
percent), respectively. Analysis using this debt indicator of debt to revenue shows that S1 is
the least costly and riskiest at 121.4 percent and 56.6 compared to S4 (127.0 percent and
57.2 percent), S2 (123.4 percent and 56.8 percent) and S3 (128.3 percent and 57.3
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 2023-2027.

5.2 DMS Simulation Results
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In terms of Debt Service to Revenue, Strategy 1 has the lowest costs of 20.00 percent and
lowest risks of 4.6 percent compared to Strategy 4 (costs at 25.2 percent and risks at 5.2
percent), Strategy 2 (costs at 22.5 percent and risks at 4.9 percent) and Strategy 3 (costs
at 28.1 percent and risks at 5.5 percent), respectively, as at end of the strategic period of
2027.
Strategy 1 has the lowest costs and risks at 20.00 percent and 4.6 percent under the Debt
Service to Revenue. Strategy 3 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 3 and Strategy 4.

b. Debt Service as a share of Revenue:
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c. Interest as a share of Revenue
Strategy 1 is the least costly and riskiest with regards Interest to revenues, which projected at
10.7 percent and 3.6 percent, whilst Strategy 3 is the most costly and risky strategy (15.3
percent and 4.1 percent), compared to Strategy 4(14.5 percent and 4.0 percent) and
Strategy 2 (12.7 percent and 3.8 percent) with moderate costs and risks, as at end of the
strategic period of 2027.
The analysis shows that Strategy 1 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 4 and Strategy 2 with the moderate costs and risks. Strategy 3 is the
most costly and risky strategy.
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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 4it’s financing 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 4 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 1 and Strategy 2 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 S1 these results were just
marginally better when compared with Strategy S3.

In comparison to the current debt position, Katsina State debt portfolio stood at N84,717.10
million in 2022, which expected an increase to 310,639.88 million under S1 during the
strategic period, compared to S2 (N315,602.02 million), S3 (N328,188.06 million), and S4
(N324,846 million). 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, S1 is selected as the preferred strategy for the 2023-
2027. 
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