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ABBREVIATIONSAND
ACRONYMS

OAGF OfficeoftheAccountantGeneraloftheFederation

APA AnnualPerformanceAssessment

DLI DisbursementLinkedIndicator

DLR DisbursementLinkedResult

DMO DebtManagementOffice

FRA FiscalResponsibilityAct

FRL FiscalResponsibilityLaw

IGR InternallyGeneratedRevenue

ISPO IrrevocableStandingPaymentOrder

IVA IndependentVerificationAgent

MDAs Ministries,DepartmentsandAgencies

PforR Program forResult

SFTAS StatesFiscalTransparencyAccountabilityandSustainability
Program

FGN FederalGovernmentofNigeria

WB TheWorldBank
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SECTION1.INTRODUCTION

1.1CoverageandScope:
This document covers the policy guidelines and
procedures for managing and settling thedomestic
expenditure arrears ofKogiState Government.The
State’sarrearsare financialobligationsthathavebeen
incurredbyKogiStateGovernmentforwhichpayment
havenotbeenmadebytheduedate.

TheframeworkisguidedbytheWorldBankand the

FederalDebtManagementOffice's (DMO)Template

fortheestablishmentofDomesticArrearsClearance

Committee(DAC),aswellasestablishedbestpractices

in the settlement of State’s Domestic expenditure

arrears.

ThemaincategoriesofKogiState'sexpenditurearrears

areasfollows:contractors’arrears,pensionandgratuity

arrearsandsalaryarrears.Theshorterterms:"domestic

expenditure arrears","domesticarrears",and"arrears"

used variouslyin the documentreferto KogiState

Governmentdomesticexpenditurearrears.

1.2PurposeoftheFrameworkDocument
Thisframeworkdocumentisaimedatproviding
practicalguidanceintheidentification,recording
and management of domestic expenditure
arrearsintheState.ThiswillassisttheStateto
establishprocessesandsystemstoreduceher
stockofdomesticarrears.

1.3UsersoftheFrameworkDocument
Thisframeworkisprimarilymeantforthegovernmentof
KogiState.Besides,thestaffofMDAssuchasMinistry
ofFinanceandEconomicDevelopment,Officeofthe
Accountant-General,MinistryofBudget andEconomic
Planning,OfficeoftheStateAuditor-General,Bureauof
Public Procurement,MinistryofWorks,Housing and
UrbanDevelopmentandotherlineMDAs,etc.,whomay
be involved in debtmanagementand settlementof
arrearsatonetimeortheotherwillfindituseful.

Theframeworkshouldbeusedinconjunctionwithother
extant public finance laws and regulations, the
accountingsystem andproceduresmanualsintheState.
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1.4VERIFICATIONPROCESS:

Uponinauguration,theCommitteeswungintoactionbydevelopinga
Template forrecording,verifying and reporting domesticexpenditure
arrears.The Committee observed that the contractualobligations
reportedinthestatefinancialdocumentsisthecontractsum ofprojects
awarded withoutestablishing the proportion ofwork-done on which
paymentshavebeenmade.TheCommitteethenrecognizedtheactual
amountdueforpaymentbasedonthepercentageofWork-Donebythe
Contractors and notjustthe contractsum.This information was
extractedfrom theCertificateofDueProcess(i.e.ValueofWork-Done)
from the KogiState Bureau ofPublic Procurementafterextensive
reconciliation with thepaymentmadeso farfrom theOfficeofthe
Accountant-General.Furthermoreitwasdiscoveredduringthestaffaudit
and screening exercise conducted byGovernmentthatthere lotsof
duplicationofnamesofofficersonsalaryandpensionspayrollsincluding
gratuity.Namesofsuchofficers(ghostworkers)wereremoved and
reconciliationoffigureswerecarriedout.TheCommitteereportwas
subjectedtoexternalauditreview bytheofficeoftheStateAuditor-
Generalto arriveattheFinalfiguresreported in theStateFinancial
Documentsfortheyear2020.
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TotalStockofDomesticExpenditureArrearsofKogiStateGovernment
Table1:BreakdownofKogiStateDomesticExpenditureArrears(2015-2020)

SUMMARYOFKOGISTATEDOMESTICEXPENDITUREARREARSFORSIX(6)YEARS2015-2020

ECONOMIC
DOMESTICEXPENDITURE
ARREARSDETAILS

2020
FINANCIAL

YEAR

2019
FINANCIAL

YEAR

2018FINANCIAL
YEAR

2017FINANCIAL
YEAR

2016FINANCIAL
YEAR

2015FINANCIAL
YEAR

41040105 CONTRACTUALOBLIGATIONS
111,680,614.0

0
111,680,614.

00
28,934,435,963.2
4

18,798,931,683.3
9 4,968,245,969.44 2,854,528,053.22

41040101
SALARY/PERSONNEL
ARREARS

131,874,099.0
0

131,874,099.
00

16,340,838,225.5
1

10,813,271,705.8
8

14,926,274,292.5
5

12,776,385,122.4
5

41040102
PENSION&GRATUITY
ARREARS

491,434,976.0
7

592,474,560.
00

12,216,707,890.0
0

14,504,353,299.5
0

18,091,113,648.1
8

18,730,264,173.6
4

ANNUALTOTAL
734,989,689.0

7
836,029,273.

00
57,491,982,078.7

5
44,116,556,688.7
7

37,985,633,910.1
7

34,361,177,349.3
1

NOTE:THEARREARSFIGURESREPORTEDISINNAIRA(₦)ANDITISTHETOTALAMOUNTOFEACHTYPEOFARREARSASPERDOMESTICDATABASEFOR
THEYEARENDING31STDECEMBER,2020.

AsiruAsiwajuIdris(FCA)Hon.
CommissionerofFinance,KogiState.

AlhajiMomohJibrin(CNA)Accountant-General,Kogi
State.



YEARLYCOMPARATIVEANALYSISOFKOGISTATEDEBTSTOCK.

DOMESTIC
EXPENDITURE
ARREARS
DETAILS

2020
FINANCIAL

YEAR

2019
FINANCIAL

YEAR

2018FINANCIAL
YEAR

2017FINANCIAL
YEAR

2016
FINANCIAL
YEAR

2015FINANCIAL
YEAR

CONTRACTUAL
OBLIGATIONS

111,680,614.0
0

111,680,614.0
0

28,934,435,963.
24

18,798,931,683.3
9

4,968,245,969.4
4 2,854,528,053.22

SALARY/PERSON
NELARREARS

131,874,099.0
0

131,874,099.0
0

16,340,838,225.
51

10,813,271,705.8
8

14,926,274,292.
55

12,776,385,122.4
5

PENSION&
GRATUITY
ARREARS

491,434,976.0
7

592,474,560.0
0

12,216,707,890.
00

14,504,353,299.5
0

18,091,113,648.
18

18,730,264,173.6
4

ANNUALTOTAL
734,989,689.0
7

836,029,273.0
0

57,491,982,078.
75

44,116,556,688.7
7

37,985,633,910.
17

34,361,177,349.3
1



CONTRACTUAL PERSONNEL/SALARY PENSIONS&GRATUITY ANNUALTOTAL
OBLIGATIONS ARREARS
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1.1 DescriptionofKogiState’sPolicyonArrears:

KogiStateGovernmentshalladoptthefollowingmeasurestoclearher

existingarrearsandpreventaccumulationofnewone:

i. TheStateshallempowerherlegalandregulatory
frameworkonfinancialissuesbystrengtheninglegaland
regulatoryframework

ii

iii

iv

v.

Vi.

vii

viii.

TheStateshallensurethatitsbudgetshallbearealisticplan

forexpenditurestoenhanceitscredibilityandtheborrowing

limitshallincludeamargintohandlethesituationofrevenue

shortfalls;

TheStateshallensureproperaccountingandreporting

throughimproveaccountingandreportingsystem.

The State Government shallstrengthen her commitment

controlstoeffectivelylimitcommitmentstoapprovedbudget

allocationsandtoavailabilityofactualcash;

TheStateshallfacilitateimprovedandintegratedcashanddebt

management;
EstablishmentofTreasurySingleAccount(TSA)toreduce

State’srelianceoncommercialbanksloans;

PaymentshallbecentralizedtotheStateTreasurytoprevent

arrearsasaresultofadministrativehurdles;
Upgradingthe governmentfinancialmanagementinformation
systems.
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SECTION2:PLANNEDACTIONSFORSETTLEMENTOFKOGI

STATEDOMESTICEXPENDITUREARREARS

KogiStateMulti-YearPlanisthefinancialplanoftheStatefor

clearanceofherstockofarrearsbasedonthetotalfundavailable

totheStateinthefiscalyear.

TheStateGovernmentshallclearherarrearsusingfundsfrom any
ofthefollowingsources:

• TheState’sInternallyGeneratedRevenue;

• Grantfrom theFederalGovernment;

• Borrowingfrom theCommercialBanks
• Bonds

SECTION3:PRIORITIZATIONCRITERIAFORARREARCLEARANCE

Untilrecently,therewasnocomprehensiveeffectivesub-national

arrearsclearancestrategyinNigeria.Tovaryingdegrees,States

have institutionalmechanisms forprioritizing the paymentof

domesticexpenditurearrears.Thevolumeofthearrearsofmost

Statesareusuallytoolargetobeclearedwithinafiscalyear.

Kogi State Government shall adopt any of the following
criteria/approachesindecidingwhichofherdomesticexpenditure
arrearstobepaid.

3.1PrioritizationCriteria/ApproachesbetweenTypesof

ArrearsApproach1:

Allocationofavailablefundamongthetypesofthearrearsinproportion
totheirshareofthetotaloutstandingstockofarrears

Approach2:

Allocationofavailablefundonaparticulartypeofarrears.
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PrioritizationCriteria/ApproacheswithinTypesofArrears

S/N
o

CRITERIA/APPROAC
HES

RATIONALE REQUIREDDATA

1 Contractors:
 OngoingWorks

First
 LargestFirst

 SmallestFirst

 OldestFirst

 Subjectto
penaltiesFirst

 Ensures allongoing works are
completed

 Largestinjury(intermsofvalue
ofarrears)isaddressedfirst

 Allowsmanyindividualarrearsto
bepaidimmediatelyandfocuses
fundsonsmallfirmsthatmaybe
vulnerabletocashflowproblems
(assuming mostsmallarrears
areowedtosmallcontractors)

 Creditorwho has been waiting
longestispaidfirst

 Paying arrears that bear
penalties for late payment
reducescosttostate

 Status of
Project

 Value of
outstanding
arrears

 Value of
outstanding
arrears

 Date missed
payment was
firstdue

 Contractterms:
whetherprovide
for late
penalties

2 SALARIES:

 Oldestfirst

 Datemissed
paymentwas
due

 Equalpercentto
all

 Largestinjury(intermsofdelay)
isaddressedfirst

 Allowsmanyindividualarrearsto
bepaidimmediatelyandfocuses
funds on lowestpaid workers
thatmaybevulnerabletocash
flowproblems

 All staff receive something
regardless of when salary
payment was first missed or
levelofsalary

 Datemissed
paymentwas
due

 Valueof
outstandin
garrears

 Amount
owedto
eachstaff

3 PENSIONSAND
GRATUITIES:

 Oldestfirst

 Equal
percentage

 Largestinjury(intermsofdelay)
isaddressedfirst

 All
pensionersreceivesomething
rig,regardlessofwhenthey
retired

 Datemissed
paymentwas
due

 Amountowed

toeach

pensioner
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SECTION4:POLICIESANDACTIONSTOPREVENTTHEOCCURENCEOFNEW
ARREAS

Inordertocontroltheaccumulationofarrears,theStateGovernmenthasput
policiesandactionsinplacetopreventtheoccurrenceofnewarrears.
I.OpeningofaConsolidatedDebtServiceAccounteachinZenithBankandUBA

PlcwithAccountsNumbers1015315097and1022822234respectivelywhere
5%ofthe
states’IGRwouldbepaidtocleararrears.

II.TheDomesticDebtArrearsCommitteewouldcontinuouslyreviewoutstanding
liabilitiesandpresentthem formonthlypayments

III.TheGovernmenthasputinplacearrearsmonitoringsystemsthatwould
capturethesize,maturity,andcompositionofthestockofarrearsandensure
thatarrearsarepaidasatwhendue.

IV.TheGovernmenthasintroducedtheaccrualaccountingsystem,which
recognizealiabilitywhenaserviceisdeliveredorgoodsarereceived,and
wouldenablethesystematicmonitoringofliabilities,therebypreventing
accumulationofarrears.

V.TheGovernmenthasintroducedandstrengthenedcommitmentcontrolsaspart
oftheinternalcontrolsystem,whichwouldpreventMDAsfrom initiating
expenditurewithoutavailablebudgetandcash.

SECTION5:INSTITUTIONALARRANGEMENT

5.1InstitutionalarrangementforImplementation

oftheFramework
KogiStateisaparticipantintheFederalGovernmentofNigeria(FGN)

andWorldBankmulti-year(2018-2022)StatesFiscalTransparency

AccountabilityandSustainability(SFTAS)Program tosupportNigerian

Statestostrengthenfiscalperformanceandsustainability.One of

thedisbursement-linkedindicatorsundertheProgram (DLI#8)requires

thestatetoestablishadatabaseofverifieddomesticarrears,establish

anarrearsclearanceframework(ACF)settingouttheproceduresto

clearthestockofarrears,andimplementtheACF.Tothisend,Kogi

StateGovernmenthasputinplaceaDomesticArrearsClearance

Committeeasinstitutionalarrangementchargedwiththeoverall

arrearsclearanceprocess,includingrecording,verification,

classification,reporting,prioritizationandclearanceofgovernment

domesticexpenditurearrearsintheStateandtooverseetheworkof

theStatetowardsachievingtheSFTASDLI#8.Thetermsofreference

guidingtheworkoftheCommitteeareasfollows.



Page13of
16

5.2ObjectiveandResponsibilitiesoftheCommittee
TheCommitteewillsupporttheAccountant-Generalinitsresponsibilityforaccurate
recording,verificationandreportingofdomesticarrearsbalancesacrossalltypes.

TheDutiesoftheCommitteeshallinclude,butnotlimitedtothefollowing:
1. Introductionofspecificguidelinessettingouttherolesandresponsibility
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ofindividualsandinstitutionsfortherecording,verificationof
domesticarrearsonagreedrecordingtemplates,

2. Thecreation,maintenanceandregular(monthly)updateofan
accurateinternaldomesticexpenditurearrearsdatabaseandthe
publiclyaccessibleonlineversionofthedatabase,

3. Oversightoftheoverallrecording,verificationandreporting
processfordomesticexpenditurearrearstoensurethatthey
meettherequirementsforSFTASDLIs#8asdescribedinthe
SFTASverificationprotocols,

4. Ensureadequateclassificationofthearrearsforprioritizationpurposes,
5. DeveloptheState’sArrearsClearanceFramework(ACF),

includingpoliciesonprioritizationandclearanceofarrears
6. Provideaccuratemonthly,quarterlyandannuallyreportsthat

presentthetruepositionforverifieddomesticarrearsandthe
progressmadeinimplementingtheState’sACF

7. Providedata/documentationtosupporttheverificationof
SFTASDLI#8,includingtheStateArrearsRecording,
VerificationandClearanceReport.
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5.2.1Specificactivitiesforthecommittee
includebutarenotlimitedtothefollowing:

a.Adoptionandimplementationofrecords
managementguidelinesfordomestic
arrears.

b.Adoptionandimplementationof

verificationguidelinesforalltypesof

domesticarrears.

c.Establishmentofaconsolidatedinternal
domesticarrearsdatabase.

d.Establishmentofapublicly-assessibleonline
versionofthedatabase.

e.Reportingofvalidandverifieddomesticarrears
toend-users.

f.DevelopmentoftheACF.

g.ProducetheStateArrearsRecording,
VerificationandClearanceReport.

5.2.2SupervisionandReportingArrangements

The Committee willreportdirectlyto the State
GovernorthroughtheHonourableCommissioner
forFinanceandEconomicDevelopment,keeping
theappointedSFTASfocalpersonsinformed.

5.2.3 MembershipoftheCommittee

ThemembershipoftheCommitteewillbeasfollows;
COMMISSIONEROFFINANCE CHAIRMAN

STATEACCOUNTANT-GENERAL ALTERNATIVE
CHAIR

DIRECTORCAD-AG’sOFFICE

SECRETARY

DIRECTOROFBUDGET

MEMBER

DIRECTORTREASURYAG’sOFFICE

MEMBER

DIRECTOR-GENERAL-(BPP) MEMBER

DIRECTOR-GENERAL(MOF) MEMBER

DIRECTORAUDIT(OAuD-GEN) MEMBER

DIRECTORPENSIONS–STATE
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MEMBER

ASSISTANTDIRECTORBUDGET

MEMBER

CHIEFACCOUNTANT-AG’sOFFICE MEMBER

SFTASFOCALOFFICER(PforR) MEMBER
STATEAUDITOR-GENERAL OBSERVER

5.2.4CommitteeSecretariat

TheCommitteeshallestablishaSecretariatto

supportits work using existing StafforUnits

withintheOfficeoftheAccountantGeneraland

State’sDebtManagementOffice.

5.2.5PowersandauthoritiesoftheCommittee
TheCommitteeshallhavedelegatedauthorityto
requestanyandeveryinformationitrequiresin
ordertocarryoutitsfunctionsfrom theMDAs.
The Committee will be able to incur
expenditures,including the engagement of
professional assistance in the course of
executing its role.Allexpenditures mustbe
incurredthroughtheprocurementsystemsof
theselectedinstitution.

5.2.6 TENUREOFTHECOMMITTEE:

TheCommitteewilloperateinperpetuityandmaybe
disbandedorreconstitutedonthedirectiveoftheState
ExecutiveGovernor.

5.2.7APPROVAL:

KogiStateGovernmentshalladopttheaforementioned
measurestoclearherexistingarrearsandprevent
accumulationofnewone.

ApprovedandSignedby

AsiruAsiwajuIdris MomohJibrin
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Hon.CommissionerofFinance StateAccountant
General


