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HON. COMMISSIONER OF FINANCE BUDGET & ECONOMIC PLANNING

Introduction

Kogi State Government in an attempt to clear all domestic expenditure arrears, set up and inaugurated on 11th December 2019, a Domestic Debt Arrears Clearance (DDAC) Committee. The DDAC Committee which shall exists in perpetuity, comprises of the Honourable Commissioner of Finance as Chairman, the State Accountant-General, Director Bureau of Public Procurements (BPP), Head State Debts Management Office (DMO), Head of Treasury Operations, Director of Revenue from Internal Revenue Services, Director Consolidated Accounts and Director of Budget as members while, the State Auditor-General is to serve as an Observer to the Committee’s proceedings. The Committee’s mandate is to verify, authenticate, manage, clear existing arrears and prevent further accumulation of large expenditure arrears. With strong mandate, political backing from the State Governor and tenacious drive by the Honourable Commissioner of Finance, the DDAC Committee met severally and consequently developed an Arrears Clearance Framework (ACF). The ACF sets out in clear terms, the policies of the State Government on domestic expenditure clearance, prioritization of expenditure arrears to be settled and the action plan to settle expenditure arrears. The DDAC-Committee in addition to the development of the ACF, verified, authenticated and recorded expenditure arrears and finally established an Internal Domestic Expenditure Arrears Database for the State.

Strategies adapted to achieve Domestic Debts Arrears Clearance:

The strategies adopted by Kogi State Government to achieve DLI8 includes, establishment of the Domestic Debts Arrears Clearance Committee with a clear mandated to verify the true and authentic expenditure arrears, establish a Domestic Debt Database for the State and develop the ACF. The ACF sets out the State Policies on domestic debts clearance framework and settlement action. To achieve this purpose, the Committee developed Domestic Debts Recording Template (DRT). This Template comprises of columns where previous balances of domestic expenditure arrears are recorded according to their categories as spelt out in the Chart of Accounts (COA), column for newly verified arrears based on Certification of Work-Done from the State Bureau of Public Procurements (BPP), column for new balance after the verification exercise, column for additional arrears arising during the year, new totally verified domestic debts balances, column for payments made within the year and final outstanding balance at the end of the year on their respective categorizations.

The second strategy was the opening of Consolidated Debt Servicing Accounts (CDSA) where 5% of the State Internally Generated Revenue (IGR) is paid or transferred into from where domestic expenditure arrears are paid/settled based on the prioritization policy set out in the ACF.

Finally, the Domestic Debt Arrears Clearance Committee is to exist in perpetuity. Thus, it is believed that the State will not continues to accumulate large arrears of debts and to continue to manage and clear existing arrears even after the end of the SFTAS Program in 2021.

Challenges and key success factors in implementing the reforms:

No reform is without its own peculiar challenges. Establishing a system and processes to accurately determine expenditure arrears and establish a Domestic Debts Arrears Database was the most challenging part of this reform. Secondly, developing a Schedule -Template (ST) and another Final-Template (FT) to record the necessary data was another herculean task. However, with a competent DDAC-Committee in place, commitment on the part of the Committee members to achieve success, strong political will and availability of records from the MDAs and BPP in supplying Certifications ascertaining the level of Work-Done or percentage (%) of job completion and the Value of indebtedness based on the percentage (%) of Work-Done, the DDAC-Committee was able to achieved the DLI8. Furthermore, since the Government was committed to the success of this program, establishing the ACF and funding the Consolidated Debt Servicing Account to settle expenditure arrears was less challenging.

Strategy to sustain the achievements:

The measure put in place through the ACF to sustain the achievements include among others;-

Planned actions to settle expenditure arrears,

Prioritization of expenditure arrears to be settled,

Opening and setting aside of 5% of IGR into Consolidated Debt Servicing Account from where all expenditure arrears are settled,

DDAC-Committee to exist in perpetuity.

Sharing of Success Story:

This success story can be shared with other States of the Federation through Workshops or Peer Review Program to be organized by the SFTAS/World Bank where details of the verification exercise proceedings and the Templates could be explained or demonstrated to them for adoption.

Recommendation:

States should as a matter of priority establish immediately an Expenditure Arrears Clearance Committee with clear Terms and Conditions and the Committee SHOULD BE EMPOWERED to function. Secondly, there should be strong support from the State Governor. This is sequel to the fact that many Ministries, Department and Agencies are needed to supply information to the Committee in order to establish an Internal Debt Database. Finally, the Commitment of the Government in setting aside regularly certain percentage of their revenue to service the expenditure arrears is very key to the success of this DLI.

Conclusion:


It is important to state that achieving reduction in domestic debts arrears is possible if only States will take necessary steps as recommended. 

