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[bookmark: _Toc161168651]FRC'S BORROWING OVERSIGHT
The following provisions of the Fiscal Responsibility Act (FRA), 2007 confer on Fiscal Responsibility Commission (FRC), the express mandate of monitoring the borrowing and indebtedness of any Government in the Federation:
Section 42 (3): The Commission shall, at the end of each quarter, determine amount of the consolidated debt of each tier of government.
Section 42 (4): The Commission shall publish on a quarterly basis, a list of the Governments in the Federation that have exceeded the limits of consolidate indicating the amount by which the limit was exceeded.
Section 44 (4): The Commission shall verify on a quarterly basis, compliance with the limits and conditions for borrowing by each Government in the Federation.

[bookmark: _Toc161168652]KEY TERMS AND ACRONYMS
Subnational Governments: All thirty-six (36) State Governments along with the Federal Capital Territory (FCT) in Nigeria 
FRA: Fiscal Responsibility Act (of 2007)
FRC: Fiscal Responsibility Commission
DMO: Debt Management Office
PPP: Public-Private Partnership
PFM: Public Financial Management
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[bookmark: _Toc161168656]EXECUTIVE SUMMARY
The Fiscal Responsibility Commission (FRC), established by the Fiscal Responsibility Act (FRA) of 2007, plays a crucial role in ensuring prudent and transparent management of Nigeria's public finances. One of its core functions is monitoring the borrowing activities of the three tiers of government (Federal, State, and Local) to promote sustainable debt levels.
Sections 41 and 44 of the FRA (2007) outline the rules and conditions governing government borrowing in Nigeria. These provisions aim to ensure responsible loan utilization and minimize long-term financial risks. Key requirements include:
· Purpose Limitation: Borrowing is restricted to financing capital expenditures and human development initiatives that yield long-term economic and social benefits, as demonstrated by a cost-benefit analysis.
· Favorable Loan Terms: Borrowed funds must be secured on concessional terms, typically featuring long repayment periods and low interest rates.
· Prior Authorization: All borrowing must be pre-approved by the relevant legislative body - the National Assembly for the Federal Government and the State House of Assembly for each State.
· Verification and Compliance: The FRC is empowered to conduct quarterly reviews to verify compliance with borrowing regulations by all government entities.
· Financial Institution Responsibility: Banks and financial institutions are obligated to request proof of compliance with FRC regulations before extending loans to any government body. Non-compliance constitutes a violation of the Act.

To assess compliance with borrowing regulations outlined in Parts IX and X of the FRA (2007), the Fiscal Responsibility Commission (FRC) conducted a verification exercise. This initiative focused on evaluating how loan proceeds were utilized by sub-national governments (states and local governments). The FRC employed a strategic approach to select a representative sample of states for the verification exercise. This involved prioritizing at least one state from each of Nigeria's six geopolitical zones (North-West, North-East, North-Central, South-West, South-South, and South-East). The final selection of the six states was based on timely responses to information requests.
This edition of the Debt Verification Report presents findings on the use of borrowed funds as of December 2023. Table 1.1 presents the states selected and a summary of the borrowing verified.




Table 1: Summary of Borrowing Verified, in 6 (Six) States in the Federation
	S/N
	Geo-political zone
	State Selected
	Year of Borrowing
	Purpose of Borrowing

	Amount Borrowed
N
	Source of Borrowing

	1
	North Central
	Plateau State
	2015
	Capital development
	28,200,000,000.00
	Capital Market

	2
	South-South
	Delta State
	2021
	Infrastructure Development
	20,000,000,000,.00
	Zenith Bank

	3
	South-West
	Ekiti State
	2021
	Infrastructural  development
	7,000,000,0000.00
	Access Bank

	4
	South-East
	Abia State
	2015
	infrastructural development
	10,000,000,000.00
	Zenith Bank

	5
	North-East
	Yobe State
	2016
	infrastructural development
	10,000,000,000.00
	Access Bank

	6
	North-East
	Adamawa State
	2015
	infrastructural development
	10,000,000,000.00
	Zenith Bank


 Source: State Governments and Banks
Key Observations/Findings:
The Debt Verification Exercise identified widespread non-compliance with the FRA (2007) among the states reviewed. Specifically:
The Debt Verification Exercise identified widespread non-compliance with the FRA (2007) among the states reviewed. Specifically:
· Missing Compliance Documentation: None of the state obtained the mandatory “Proof of Compliance” from the Fiscal Responsibility Commission (FRC) before borrowing, breaching Section 45(1) of the FRA (2007). 
· Absent Cost-Benefit Analysis: No state presented cost-benefit analysis before acquiring loans, a requirement under Section 44(1) of the FRA (2007). 
· Unsustainable Debt Practices: All the States borrowed for infrastructure projects, which typically require long-term financing. However, only one state utilized the capital market, a suitable source for such loans. The remaining states relied on commercial banks. 
Recommendations:
To address the identified non-compliance with the FRA (2007) and promote responsible borrowing practices, the following recommendations are made:
· Strengthen FRC Compliance: The FRC should collaborate with State Governments to ensure all states obtain "Proof of Compliance" and conduct cost-benefit analyses as mandated by the FRA (2007).
· Improve Project Management: State governments, particularly departments handling infrastructure projects and budgeting, should implement robust project management practices and enhance budgetary transparency.
· Strengthen Financial Management: State finance departments and relevant authorities should reinforce internal controls and explore debt management strategies.
· Explore Alternatives: State Governments should explore alternative funding mechanisms like Public-Private Partnerships (PPPs) for infrastructure development.
· Capacity Building: State governments should invest in staff training for effective loan project management.
· Domesticate FRA: State governments, in collaboration with FRC, should prioritize the adoption of the FRA (2007) in States where it does not currently exist.
· Public Disclosure of Borrowing Activities: State Houses of Assembly should strengthen open governance, mandating public disclose of information on borrowing activities, including loan purposes, funding sources, and repayment plans. This transparency strengthens public oversight and promotes responsible borrowing practices.




                                       




[bookmark: _Toc161168657]CHAPTER ONE
[bookmark: _Toc161168658]INTRODUCTION
[bookmark: _Toc161168659]1.1 Background
The Fiscal Responsibility Commission (FRC), in accordance with its mandate outlined in Parts IX and X of the Fiscal Responsibility Act (FRA) of 2007, conducted a debt verification exercise. This exercise, the third of its kind, aimed to verify how six state governments utilized loan proceeds obtained from commercial banks and one state government's bond issuance in the capital market in the year 2015.
[bookmark: _Toc161168660]1.2 Purpose of the Debt Verification Exercise
The primary purpose of this exercise was to assess the compliance of selected state governments with relevant provisions of the FRA (2007) concerning debt, borrowing, and indebtedness. This evaluation focused on their practices during the loan acquisition and utilization processes. Specific sections of the FRA examined included:
· Section 41(1a): Restricts borrowing by all government levels to capital expenditures and human development, with stipulations for concessionary terms, low-interest rates, and extended amortization periods. Also, loan approvals require legislative body endorsement.
· Section 42(3): Mandates the FRC to determine the consolidated debt of each tier of government at each quarter's end.
· Section 42(4): Requires the FRC to publish quarterly lists identifying governments exceeding their consolidated debt limits and the extent of the transgression.
· [bookmark: _Toc161168661]Section 44(1): Requires any government entity intending to borrow to specify the loan's purpose and present a cost-benefit analysis detailing the economic and social benefits associated with the intended use of the borrowed funds.
· Section 44 (2a): emphasizes the existence of prior authorization in the appropriation or other Act or law for the purpose for which the borrowing is to be utilized.  
· Section 44 (2b): stipulates that the proceeds of such borrowing shall solely be applied towards long-term capital expenditure.

1.3 Methodology
The verification exercise employed a multi-pronged approach:
· Document Review: This involved examining loan authorization documents, scrutinizing disbursement records, and reviewing relevant contracts.
· Interviews: Interviews were conducted with senior officials from the targeted state governments.
· Verification Visits: Project sites were physically visited to assess work quality, interact with personnel involved (site workers, contractors, consultants, and supervising staff), and verify project existence through photographs.

[bookmark: _Toc161168662]1.4 Scope and Limitations
The exercise scope encompassed the public borrowing rules and conditions outlined in Parts IX and X of the FRA 2007. Additionally, any supplementary regulations established by the FRC regarding public borrowing under Section 3(d) and (e) of the FRA were considered. Due to funding constraints, the FRC was only able to conduct the verification exercise in six states.
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CHAPTER TWO:
[bookmark: _Toc161168664]NORTH-CENTAL GEO-POLITICAL ZONE: PLATEAU STATE
2.1 Verification of Bond Proceeds 
In 2015, Plateau State issued bonds in the capital market to raise N28.2 billion for infrastructure development projects. This chapter details the verification exercise conducted to assess the utilization of these funds for five selected projects.

Table 2.1: Selected Projects Funded by N28.2 Billion Bond Issuance (Plateau State)
	S/N
	Project Description
	Loan amount in Naira
	Contractor
	Project location
	 Completion status

	1
	Bukuru Low-cost Nyango Gyel Road - Asphaltic road (16km),
	759,987,337.78
	Jodalsam, Nig. Ltd
	Jos South
	100% 

	2
	Dualization of Bauchi Bypass Liberty Dam, Lamingo-Juth road – Asphaltic road (8km)
	1,102,732,983.24
	PW, Nig. Ltd
	Jos North
	92%

	3
	Dualization of Old Airport road junction, Ray field, Bukuru road (16km),
	2,910,546,501.00
	PW, Nig. Ltd
	Jos South
	89%

	4
	Construction of Flyover at Secretariat junction and interchange-Dual carriage flyover bridge and interchange
	2,600,177,457.75
	PW, Nig. Ltd
	Jos South/Jos North
	92%

	5
	Construction of new High Court Complex, Jos
	151,141,207.85
	Eagle Construction Ltd
	Jos North
	89%

	
	Total Loan Amount
	7,524,585,487.62
	
	
	



[bookmark: _Toc161168665]2.2 Physical Verification of the Utilization of the Proceeds of N28.20 Billion Bonds
[bookmark: _Toc161168666]2.2.1 Bukuru Low-cost Nyango Gyel Road Rehabilitation (16 km)
Project Description: 
This project involved the reconstruction and rehabilitation of a 16-kilometer asphaltic road located in Jos South, Plateau State. The project has two components: a highway and street roads
Project Funding:
i. Initial Contract Cost (2012): N204,060,622.50
ii. Revised Contract Cost (due to variations): N1,460,824,524.11
iii. Loan Component (funded by bond proceeds): N759,987,337.78
Verification Details: 
The verification exercise involved a site visit to assess the quality of construction and the project's current condition. The project is fully completed (100%) and operational, with the roads currently in good condition due to high-quality construction.
[image: ][image: ]
Figure 2.1: The completed Bukuru Low-cost – Nyango Gyel Road, Plateau State

[bookmark: _Toc161168667]2.2.2 Dualization of Bauchi Bypass Liberty Dam, Lamingo-Juth Road (3km)
Project Description: 
This project involved the dualization of a 3-kilometer asphaltic road located in Jos North, Plateau State.
Project Funding:
i. Initial Contract Cost (November 2011): N2,993,538.00
ii. Revised Contract Cost: N3,798,472,467.64
iii. Loan Component (funded by bond proceeds): N1,102,732,983.24
Verification Details: 
The verification exercise involved a site visit to assess the construction progress and quality.  The project was nearing completion, at 92% during the exercise.
[image: ]
Figure 2:2:  The Bauchi Bypass Liberty Dam, Lamingo-Juth Road
[bookmark: _Toc161168668]2.2.3 Dualization of Old Airport Road Junction, Ray Field, Bukuru Road (16km)
Project Description: 
This project involved the dualization of a 16.8-kilometer asphaltic road located in Jos South, Plateau State.
Project Funding:
i. Initial Contract Cost (December 2012): N6,339,489,410.00
ii. Loan Component (funded by bond proceeds): N2,910,546,501.00
Verification Details: 
The verification exercise included a physical visit to the project site to assess the progress and quality of construction. The project is reported to be 89% complete, with the completed portion operational and in good condition. It is noted that the contractor intends to apply for a variation order due to the incomplete section leading to Giring and Chang O'Pyang. This variation request is likely because the initial contract sum has been exhausted.


[image: ]
Figure. 2.3: Old Airport Road Junction, Ray Field, Bukuru Road

[bookmark: _Toc161168669]2.2.4 Construction of Flyover at Secretariat Junction and Interchange
Project Description: 
This project involved the construction of a dual carriage fly-over bridge and interchange located between Jos South and Jos North, Plateau State.
Project Funding:
i. Initial Contract Cost (December 2012): N4,694,279,514.78
ii. Loan Component (funded by bond proceeds): N2,600,177,457.75
Verification Details: 
The verification exercise included a physical visit to the project site to assess the progress and quality of construction. The project is reported to be 92% complete and currently operational.

[image: ] 
Figure 2.3: Flyover at Secretariat junction and interchange, Jos, Plateau State

2.2.5	Construction of New High Court Complex
Project Description: 
This project involved the construction of a new high court complex awarded on 25th October 2013 to Eagle Construction Limited
Project Funding:
i. Initial Contract Cost (October 2013): N507,137,359.50
ii. Revised Contract Cost (February 2023): N1,916,490,445.54 (due to variations)
iii. Loan Component (funded by bond proceeds): N151,141,207.85
Verification Details: 
The project is reported to be 89% complete at the time of inspection and already operational.



[image: ]
Figure 2.4: New High Court Complex, Jos, Plateau State

[bookmark: _Toc161168670][bookmark: _Hlk161163962]2.3	Observations/ Findings (PLATEAU STATE)
The verification exercise identified the following:
· Compliance with Project Use: The loan proceeds were applied to capital projects, as documented in Plateau State Government's correspondence with the Commission and project documents presented during verification.
· Project Quality: All inspected projects funded by the loan were physically located and found to be of good quality.
· Missing Cost-Benefit Analysis: No evidence of a cost-benefit analysis, as required by Section 44(1) of the Fiscal Responsibility Act (FRA) 2007, was found before loan acquisition.
· Loan Application Documentation: No documentation regarding the State Government's loan application was found. However, bank offer letters and disbursement records to the State Government were available. Additionally, loan terms were observed to have been adjusted on multiple occasions.
· Compliance Verification Omission: No evidence that the Plateau State Government sought or obtained compliance verification from the Fiscal Responsibility Commission before acquiring the loan, as mandated by Section 45 of the FRA 2007.

[bookmark: _Toc161168671][bookmark: _Hlk161163971]2.4	Recommendations
To address the identified observations and promote responsible borrowing practices, the following recommendations are made:
1. Strengthen Financial Management: The plateau State Government should be advised to be prudent in their financial management and adhere strictly to the debt sustainability framework and rules to avoid a debt crisis in the State.
2. Compliance Verification Prior to Borrowing: The state Government should always endeavor to obtain proof of compliance from Fiscal Responsibility Commission, Abuja before seeking any loan from banks.
3. Cost-Benefit Analysis Requirement: Future loan applications should be accompanied by cost-benefit analyses, as mandated by Section 44(1) of the FRA 2007. These analyses will assist in objectively evaluating project viability before loan acquisition.










                                                           


[bookmark: _Toc161168672]CHAPTER THREE
[bookmark: _Toc161168673][bookmark: _Hlk161164010]SOUTH-SOUTH GEO-POLITICAL ZONE: DELTA STATE

[bookmark: _Toc161168674]3.1 Verification of Loan Utilization: N20 Billion Loan from Zenith Bank Plc (2021)
This section details the verification exercise conducted to assess the utilization of a N20 billion loan obtained by the Delta State Government from Zenith Bank Plc in 2021. The loan was reportedly allocated for infrastructural development projects within the state. The highlights are presented in Table 3.1.
[bookmark: _Hlk161168244]Table 3.1: Summary of Loan Obtained for Infrastructure (Delta State)
	Borrowing State                 
	Amount Borrowed             
	Lending Bank
	Date loan granted
	Interest Rate
	Tenor
	Amount Drawn
	Purpose
	Type of Facility

	Delta
	N20 billion
	Zenith Bank PLC
	October 29, 2021
	11%
	12 months
	N20 billion
	infrastructural development
	FACC backed loan



[bookmark: _Toc161168675]3.2	Verification of Selected Projects Funded by Delta State's 2021 Zenith Bank Loan
[bookmark: _Toc161168676]3.2.1 Construction of Storm Water Discharge Channel (DBS Road to Amilimocha River), Asaba
Project Description: 
This project involved the construction of a storm water discharge channel along DBS Road/Cabinet Road/Umujel Adudu Way to Amilimocha River in Asaba, Delta State.
Project Funding:
i. Contract Award Date: January 25, 2018
ii. Contractor: Setraco Nig. Limited
iii. Original Contract Value: N5,231,966,396.61
iv. Completion Period (as per contract): 12 months
Verification Details: A physical visit to the project site was conducted to assess the final outcome. The project was completed in May 2020, exceeding the original 12-month contract period due to heavy flooding in the area.
Upon inspection, the project was confirmed to be finished according to the specified scope, meeting the required dimensions for Drainage length, 4,330 m, Culvert length 173m, length of site clearance 32,186.3 m2, excavation 221,258.3 m2, backfilling 140,305.45 m2 
[image: C:\Users\User\Desktop\AA\IMG_20231031_161244_360.jpg]
[bookmark: _Toc161168565][bookmark: _Hlk161283034]Figure 3.1 CONSTRUCTION OF STORM WATER DISCHARGE CHANNEL ALONG DBS/CABINET/UMUJEL ADUDU WAY TO AMILIMOCHA RIVER, ASABA.

[bookmark: _Toc161168677]3.2.2 Construction of Flood Control Measures Around Madonna College Road, Asaba
Project Description: 
This project involved the construction of flood control measures in two phases along Madonna College Road, Asaba, Delta State, within Oshimili South Local Government Area.
Project Funding:
Phase 1:
i. Contractor: Sharp Stone Company Ltd (awarded January 27, 2021)
ii. Contract Value: N2,694,911,668.08
iii. Completion Period: 24 months
iv. Project Scope: Starting from Lawrence Ekwuabu Street to Emeka Onuorah Street (total length: 3,880 meters)
Phase 2:
i. Contractor: Sharp Stone Company Ltd (awarded July 22, 2022)
ii. Contract Value: N2,328,565,770.11
iii. Completion Period: 24 months
iv. Project Scope: Starting from John Chiegbuniwe Road to Eze Omenife Street (total length: 4,190 meters)
v. Loan Utilization: A total of N450,943,603.61 from the N20 billion loan was used to partially finance both phases of the project.
Verification Details: 
The verification exercise included a site visit to assess the project's completion status and functionality. Both phases were reported to be 100% complete and currently operational.
[image: C:\Users\User\Desktop\AA\IMG_20231031_155954_564.jpg]
[bookmark: _Toc161168566][bookmark: _Hlk161283043]Figure 3.2 Construction of Flood Control Measures Around Madonna College Road in Asaba, Oshimili South Local Govt Area.

[bookmark: _Toc161168678]3.2.3	Completion of the Dualization of Ughelli-Asaba Road
Project Description: 
This project involved the completion of the dualization of the Ughelli-Asaba Road in Delta State. The original contract for the project was awarded to U.L.O Company Nig. Ltd. in December 2008 with a completion period of 2 years. The project faced significant delays and cost increases due to:
a. Limited progress by the initial contractor (U.L.O Company Nig. Ltd.)
b. Technical challenges encountered by the initial contractor
c. Inadequate drainage provisions in the initial design
d. Variations in material prices
e. The contract was subsequently awarded to CCECC in May 2019 for completion within 24 months.
Project Funding:
i. Original Contract Value (U.L.O, 2008): N14,120,518,820.33
ii. Revised Contract Value (U.L.O, December 2014): N16,174,904,499.60
iii. Further Revised Contract Value (U.L.O, April 2019): N19,256,194,217.16 (no significant work completed)
iv. Contract Value (CCECC, May 2019): N9,029,457,050.34
v. Revised Contract Value (CCECC, April 2022): N12,458,487,907.60
vi. Latest Revised Contract Value (CCECC, July 2022): N13,538,884,680.16
vii. Loan Contribution: N537,095,264.42 from the N20 billion Zenith Bank loan (2021) used for partial project execution
Verification Details: 
The verification exercise included a site visit to assess the project's progress. While not yet fully completed, progress was observed on specific sections:
a. Km 15-267 (between Kwale Junction, Ogwashi Uku, and Nigerian Immigration Service office): This section is a dual carriageway with two paved lanes (7.8 meters wide each) per carriageway and hard shoulders (2.75 meters wide) on both sides. A concrete New Jersey barrier separates the carriageways.
b. Km 267-273 (between Nigerian Immigration Service office and Asaba/Benin Highway junction): This section is also a dual carriageway with two paved lanes (10.95 meters wide each) per carriageway and hard shoulders (2.15 meters wide) on both sides. A concrete median of four meters separates the carriageways.
c. The completion of the Ughelli-Asaba Road is crucial for Delta State's development. It will improve connectivity between Asaba, Ughelli, Benin City, and surrounding towns, fostering business activities and attracting local and foreign investment.
       [image: C:\Users\User\Desktop\AA\IMG_20231101_103204_601.jpg]
[bookmark: _Toc161168567][bookmark: _Hlk161283056]Figure 3.3: The Dualization of Ughelli-Asaba Road



[bookmark: _Toc161168679]3.2.4 Construction of Prof. Chike Edozien Central Secretariat, Asaba
Project Description: 
This project involved the construction of a new central secretariat building named after Prof. Chike Edozien in Asaba, Delta State.
Project Funding:
i. Contractor: North China Construction Nigeria Limited (awarded November 2017)
ii. Initial Contract Value: N13,645,131,243.57
iii. Completion Period: 24 months
iv. Revised Contract Values:
a. N15,845,674,303.46
b. N17,185,068,356.83
c. Final Contract Value: N19,877,816,870.93 (due to variations in material prices)
d. Loan Utilization: N300,000,000.00 from the N20 billion Zenith Bank loan (2021) used for partial project execution
Verification Details: 
A physical visit to the project site confirmed its completion. The Prof. Chike Edozien Central Secretariat was officially commissioned on November 29, 2021. 

[image: C:\Users\User\Desktop\AA\IMG_20231101_131504_214.jpg]
[bookmark: _Toc161168568][bookmark: _Hlk161283070]Figure 3.0.4 Construction of a New Central Secretariat Asaba.



[bookmark: _Toc161168680]3.2.5 Construction of 1-Story, 19-Classroom Building with Offices and Toilets at New Primary School, Junior Staff Quarters, Asaba
Project Description: 
This project involved the construction of a new 1-story building with 19 classrooms, offices, and toilets at the New Primary School located within the Junior Staff Quarters area of Asaba, Delta State.
Project Funding:
i. Contractor: CentGod Global Ventures (awarded October 31, 2019)
ii. Initial Contract Value: N173,338,268.06
iii. Completion Period: 12 weeks
iv. Revised Contract Value: N310,607,752.82 (October 9, 2020) due to variations and discrepancies between the bill of quantities and site location
v. Loan Utilization: N73,338,263.02 from the N20 billion Zenith Bank loan (2021) used for partial project execution
Verification Details: 
The verification exercise included a site visit. The project was confirmed to be 100% complete and operational since October 12, 2020. The sum of N73,338,263,02 was used for part-execution of the project from the N20,000,000,000.00 (Twenty billion naira only) loan obtained by Delta State Government. 
[bookmark: _Toc161168681]3.3	Observations/Findings
The verification exercise identified the following:
· [bookmark: _Hlk161164197]Compliance with Loan Use: The loan proceeds were used for the intended infrastructural development projects as planned. 
· Loan Security: The Delta State Government secured the N20 billion loan from Zenith Bank with a guarantee from their 13% Derivation Account domiciled with the same bank.
· Short Loan Term: The loan repayment period of one year is significantly shorter than allowed by the Fiscal Responsibility Act (FRA) of 2007.
· Project Completion Delays: Most projects experienced delays in completion compared to the original contract timelines.
· Missing Cost-Benefit Analysis: No evidence of cost-benefit analysis was found, as required by Section 44(1) of the FRA, to assess project viability before loan acquisition.
· Compliance Verification Omission: There was no indication that the Delta State Government sought or obtained compliance verification from the Fiscal Responsibility Commission, Abuja, as mandated by Section 45 of the FRA (2007) before securing the loan.
· Loan Approval Process: The Delta State Executive Council and the State House of Assembly approved the loan before it was obtained from Zenith Bank Plc.

[bookmark: _Toc161168682]3.4	Recommendations
Based on the observations, the following recommendations are made to promote responsible borrowing practices:
1. [bookmark: _Hlk161164209]Compliance with Loan Tenor: The Delta State Government should adhere to Section 41(1) of the FRA regarding loan repayment periods when securing future loans from banks or financial institutions.
2. Compliance Verification: Prior to seeking loans, the State Government should consistently obtain proof of compliance from the Fiscal Responsibility Commission, Abuja, in line with Section 45 of the FRA.
3. Cost-Benefit Analysis Requirement: Future loan applications should be accompanied by cost-benefit analyses, as mandated by Section 44(1) of the FRA. These analyses will assist in objectively evaluating project viability before loan acquisition.



                                           






                                                            


[bookmark: _Toc161168683]CHAPTER FOUR
[bookmark: _Toc161168684][bookmark: _Hlk161164248]SOUTH-EAST GEO-POLITICAL ZONE: ABIA STATE GOVERNMENT
[bookmark: _Toc161168685]4.1 Verification of Loan Utilization: N10 Billion Loan from Zenith Bank Plc (2015)
This chapter details the verification exercise conducted to assess the utilization of a N10 billion loan obtained by the Abia State Government from Zenith Bank Plc in 2015. The loan was reportedly allocated for specific development projects within the state.
[bookmark: _Hlk161168285]Table 4.1: 	Summary of Loan Obtained for Infrastructure (Abia State)
	S/N
	Borrowing State                 
	Zone
	Amount Borrowed             
	Lending Bank
	Date loan granted
	Tenor
	Amount Drawn
	Purpose
	Type of Facility

	1
	Abia
	South-East
	N10 billion
	Zenith Bank PLC
	August, 2015
	10 Years
	N10 billion
	infrastructural development
	Term Loan


    
[bookmark: _Toc161168686]4.2	Verification of Selected Projects Funded by Abia State's 2015 Zenith Bank Loan
[bookmark: _Toc161168687]4.2.1	Construction of Umuocheala/Abanyi-Ihie Road
Project Description: 
This project involved the construction of the Umuocheala/Abanyi-Ihie road in Abia State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan)
b. Contractor: Tunnelend Investment (awarded April 27, 2016)
c. Contract Value: N1,842,400,000.00
d. Completion Period: 36 months
Verification Details: 
A site visit was conducted to verify the project's completion status. The Umuocheala/Abanyi-Ihie road was confirmed to be 100% complete and operational at the time of the inspection.



[image: ]
[bookmark: _Toc161168569][bookmark: _Hlk161283088]Figure 4.1 Construction of Umuocheala/Abanyi-Ihie road.

[bookmark: _Toc161168688]4.2.2 Rehabilitation of MCC/Umuojima Road, Aba
Project Description: 
This project involved the rehabilitation of MCC/Umuojima Road in Aba, Abia State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: Rock-waters (awarded May 22, 2017)
c. Contract Value: N1,110,000,000.00
d. Completion Period: 24 months
Verification Details: 
The verification process confirmed the project's completion. The MCC/Umuojima Road was operational at the time of the inspection.

[image: ]
[bookmark: _Toc161168570][bookmark: _Hlk161283183]Figure 4.2: Rehabilitation Of Mcc/Umuojima Road, Aba Abia State

[bookmark: _Toc161168689]4.2.3 Rehabilitation of Aba-Owerri Road
Project Description: 
This project involved the channelization/drainage improvements and rehabilitation of Aba-Owerri Road in Abia State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: Ferotex Construction Company (awarded June 30, 2017)
c. Contract Value: N273,200,000.00
d. Completion Period: 24 months
Verification Details: 
The verification exercise confirmed project completion. The Aba-Owerri Road was operational at the time of the inspection.


[image: ]
[bookmark: _Toc161168571][bookmark: _Hlk161283202]Figure 4.0.3  Rehabilitation Of Aba-Owerri Road

4.2.4 Installation of Street Lights on Road 2, Low-Cost Housing Estate, Umuahia
Project Description: 
This project involved the installation of street lights along Road 2 within the Low-Cost Housing Estate located in Umuahia, Abia State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: Chintech Electro (awarded December 19, 2016)
c. Contract Value: N250,387,341.10
d. Completion Period: 12 months
Verification Details: 
The verification exercise confirmed that the street light installation project on Road 2 of the Low-Cost Housing Estate was operational at the time of the inspection.



[image: ]
[bookmark: _Toc161168572][bookmark: _Hlk161283218]Figure 4.0.4 Installation of Street Light on Road 2 Low-Cost Housing Estate  Umuahia, Abia State.

[bookmark: _Toc161168690]4.3	Observations/Findings
The verification exercise identified the following key concerns regarding the 2015 Abia State loan from Zenith Bank Plc:
· [bookmark: _Hlk161164272]Non-Compliance with FRA: The State did not obtain proof of compliance from the Fiscal Responsibility Commission, Abuja, as mandated by Section 45(1) of the FRA before securing the loan.
· Missing Cost-Benefit Analysis: No evidence of a cost-benefit analysis was found, as required by Section 44(1) of the Fiscal Responsibility Act (FRA) of 2007, to assess project viability before loan acquisition.
· Debt Sustainability Ratio Non-compliance: The verification did not identify any assessment of the loan against the State's debt sustainability ratio as mandated by the FRA
· Loan Approval Process Shortcomings: There were irregularities in the loan approval process, lacking a formal loan request from the State Government and a corresponding acceptance letter.
· Inadequate Internal Controls: Abia State's internal control systems for financial management were found to be inadequate.
· No Documented Procurement Plan: There was no procurement plan or process established
· Non-Domesticated Fiscal Responsibility Law: The State had not adopted the Fiscal Responsibility Law, a prerequisite for accessing certain grants.
Positive Observation:
· Commitment of Current Government: The verification team observed a positive shift in the current government's attitude towards responsible financial management and development efforts.
[bookmark: _Toc161168691]4.4	Recommendations
Based on the observations, the following recommendations are made to promote sound financial management practices in Abia State:
1. [bookmark: _Hlk161164281]Domesticate Fiscal Responsibility Act: The Abia State Government should prioritize domesticating the Fiscal Responsibility Act to ensure responsible management of public resources through principles of prudence, transparency, and accountability.
2. Strengthen Internal Controls: The Abia State Government should implement robust internal control systems to safeguard public funds and prevent financial mismanagement.
3. Cost-Benefit Analyses: The Abia State Ministry of Finance (or relevant department responsible for loan applications) should prepare cost-benefit analyses for future loan applications, as mandated by Section 44(1) of the FRA, to objectively evaluate project viability.
4. Explore Funding Alternatives: The Abia State Government (or a designated economic development department) should explore alternative funding mechanisms for infrastructure development, such as grants (local and international), Public-Private Partnerships (PPPs), and other methods that minimize strain on state revenue.
5. Staff Development: The Abia State Civil Service Commission (or relevant training department) should invest in human capacity development programs to equip public service staff, especially those handling records of loans, with the skills and knowledge to meet current trends, enhance productivity, and improve service delivery.
6. Increase Internally Generated Revenue: The Abia State Ministry of Finance (or relevant department responsible for revenue generation) should develop and implement strategies to increase the State's internally generated revenue (IGR) to improve financial independence.
7. Enhance Payment System Security: The Abia State Ministry of Finance (or department responsible for financial transactions) should redesign payment mandates to incorporate additional security features, such as signatories' fingerprints and bank codes.








                                                          


[bookmark: _Toc161168692]CHAPTER 5
[bookmark: _Toc161168693][bookmark: _Hlk161164301]SOUTH WEST GEO-POLITICAL ZONE: EKITI STATE

[bookmark: _Toc161168694]5.1 Verification of Ekiti State's 2020 Access Bank Loans: N4.9 Billion and N2.0 Billion
[bookmark: _Hlk161168335]Table 5.1	Summary of Loans Obtained for infrastructural development (Ekiti State)
	S/N
	Borrowing State                 
	Zone
	Amount Borrowed             
	Lending Bank
	Date loan granted
	Interest Rate
	Tenor
	Amount Drawn
	Purpose
	Type of Facility

	1
	Ekiti State
	South-West
	N4,990,766,017.00
	Access Bank PLC
	Dec. 16, 2020
	4%
	120 months 
	N4.9 billion
	infrastructural development
	Term Loan

	2
	Ekiti State
	South-West
	N2,000,000,000.00
	Access Bank PLC
	Nov. 20, 2020
	4%
	120 months
	N2.0 billion
	development of Health facilities
	Term Loan



[bookmark: _Toc161168695]5.2	Verification of Selected Projects Funded by Ekiti State's 2020 Access Bank Loans
[bookmark: _Toc161168696]5.2.1	Dualization of Ado-Ekiti-New Iyin Road and Fencing/Clearing of Airport Site
Project Description: 
This project involved the dualization of a section of the Ado-Ekiti-New Iyin Road, along with fencing and clearing activities at the airport site in Ekiti State.
Project Funding:
a. Loan Provider: Access Bank Plc (2020 loans) 
b. Contractor: CCECC Nig. Limited (awarded April 21, 2021)
c. Contract Value: N1,951,984,669.61
d. Completion Period: 12 months
Verification Details: 
A site visit was conducted to assess the project's progress. At the time of the inspection, the Ado-Ekiti-New Iyin Road dualization and airport site work were reported to be 98% complete.

[image: ]
[bookmark: _Toc161168573]Figure 5.0.1 Dualisation of Ado-New Iyin Road and Fencing and Clearing Of Airport Site

[bookmark: _Toc161168697]5.2.2	Completion of Ultra-Modern Oja Oba Market, Ado Ekiti
Project Description: 
This project involved the completion of the Ultra-Modern Oja Oba Market in Ado Ekiti, Ekiti State.
Project Funding:
a. Loan Provider: Access Bank Plc (2020 loans) 
b. Contractor: Lidea Engineering Company Ltd (awarded April 20, 2021)
c. Contract Value: N105,941,542.80
d. Completion Period: 24 months
Verification Details: 
The verification exercise confirmed the project's completion. The Ultra-Modern Oja Oba Market in Ado Ekiti was operational at the time of the inspection.

[image: ]
[bookmark: _Toc161168574][bookmark: _Hlk161283247]Figure.5.0.2 Completion of The Ultra-Modern Oja Oba Market, Ado Ekiti.

[bookmark: _Toc161168698]5.2.3	Construction of Secretariat Building (Lot 1), Ado-Ekiti
Project Description: 
This project involved the construction of Secretariat Building (Lot 1) in Ado-Ekiti, Ekiti State.
Project Funding:
a. Loan Provider: Access Bank Plc (2020 loans) 
b. Contractor: SITEC Construction Company Nig. Ltd (contract award details not provided)
c. Contract Value: N79,444,067.41 
d. Completion Period: Information not available in the provided text.
Verification Details: 
A site visit confirmed the completion of Secretariat Building (Lot 1) in Ado-Ekiti at the time of the inspection.
[image: ]
[bookmark: _Toc161168575][bookmark: _Hlk161283260]Figure 5.3 Construction Of Secretariat Building (Lot1) Ado-Ekiti
 
[bookmark: _Toc161168699]5.2.4	Completion of Obafemi Awolowo Civic Centre, Ado-Ekiti
Project Description: 
This project involved the completion of the Obafemi Awolowo Civic Centre in Ado-Ekiti, Ekiti State. It seeks to provide a variety of services including administrative, educational, recreational, health, financial, and commercial. The project offers conference rooms for staff training and management meetings. Other benefits of the project include: enhances the aesthetics of Ado-Ekiti city, creates a more conducive business environment, and generates employment opportunities for young graduates and local businesses.
Project Funding:
a. Loan Provider: Access Bank Plc (2020 loans) 
b. Contractor: Tianjin Yuyang Construction Nigeria Limited (awarded April 1, 2021)
c. Contract Value: N141,136,631.57
d. Completion Period: 24 months
Verification Details: 
The verification exercise confirmed the completion of the Obafemi Awolowo Civic Centre in Ado-Ekiti. The facility was operational at the time of the inspection.
[bookmark: _Toc161168700][image: ]

Figure 5. 4 Completion of Obafemi Awolowo Civic Centre, Ado-Ekiti


[bookmark: _Hlk164567293]5.2.5	Completion of Outstanding Buildings and Renovation at Oba Adejuyigbe General Hospital Ado-Ekiti
Project Description: 
This project involved renovation and construction of new buildings, including medical staff quarters. It is a one-story building with 19 rooms, offices, toilets, a fence, and a gatehouse. The facility offers advanced specialist care, including critical care for cardiovascular diseases, oncology, and intensive care. It also serves as a reliable referral center for the existing healthcare network. It was hoped that the facility, with the Afe Babalola Multi-System Hospital, Ekiti State has the potential to become a destination for medical tourism in Nigeria.
Project Funding:
a. Loan Provider: Access Bank Plc (2020 loans) 
b. Contractor: Selovian International Limited
c. Contract Value: N73,588,057.99
d. Completion Period: 12 weeks 
Verification Details: 
The verification exercise confirmed the completion of the Outstanding Buildings and Renovation at Oba Adejuyigbe General Hospital Ado-Ekiti. Some of the medical staff quarters are already occupied.

[image: ]
Figure 5.5 Completion of Outstanding Buildings and Renovation At Oba Adejuyigbe General Hospital Ado-Ekiti

5.3	Observations/Findings
The verification exercise identified the following key observations regarding Ekiti State's 2020 Access Bank loans:
· [bookmark: _Hlk161164331]Loan Approval Process: The State followed due process for loan approval, with endorsements from the State Executive Council, State House of Assembly, Federal Ministry of Finance, and Debt Management Office (DMO). An Irrevocable Standing Payment Order (ISPO) was also obtained before loan disbursement.
· Compliance with FRA Repayment Tenor: The loan repayment period of ten years complies with the reasonable amortization period stipulated by the Fiscal Responsibility Act (FRA) of 2007.
· Loan Utilization: The verification process confirmed the full utilization of loan funds for their intended purposes. The N5 billion loan was directed towards capital projects as mandated by the FRA, while the N2 billion COVID-19 loan supported the strengthening of health services through equipment acquisition and staff development, again complying with the FRA's provisions.
· Project Completion Status: All projects funded by the loan were nearing completion or have been completed. The dualization of Ado-New Iyin Road is the only project with a reported 98% completion rate.
· Procurement Practices: Ekiti State's procurement guidelines appeared to be aligned with international best practices, covering all relevant areas.
Areas for Improvement:
· Compliance Verification Omission: Ekiti State did not obtain proof of compliance from the Fiscal Responsibility Commission, Abuja, as mandated by the FRA before securing the loan.
· Missing Cost-Benefit Analyses: No evidence of cost-benefit analyses was found for the projects, as required by Section 44(1) of the FRA to assess project viability before loan acquisition.
[bookmark: _Toc161168701]5.4	Recommendations
Based on the observations, the following recommendations are made to enhance Ekiti State's loan management practices:
1. [bookmark: _Hlk161164341]Compliance with FRA Loan Provisions: the State should ensure adherence to Section 41(1) of the FRA regarding loan repayment periods when securing future loans from banks or financial institutions.
2. Compliance Verification: Prior to seeking loans, Ekiti State should obtain proof of compliance from the Fiscal Responsibility Commission, Abuja, in line with Section 45(1) of the FRA.
3. Cost-Benefit Analyses: the state should prepare cost-benefit analyses for all future loan applications, as mandated by Section 44(1) of the FRA, to objectively evaluate project viability before loan acquisition.




[bookmark: _Toc161168702]CHAPTER SIX
[bookmark: _Toc161168703]NORTH-EAST GEO-POLITICAL ZONE: YOBE STATE
[bookmark: _Toc161168704]6.1 Verification of Yobe State's 2016 Access Bank Loan (N10 Billion) for Capital Projects
[bookmark: _Hlk161168376]Table 6.1	Summary of Loans Obtained for Infrastructural Development (Yobe State)
	S/N
	Borrowing State                 
	Zone
	Amount Borrowed             
	Lending Bank
	Date loan granted
	Interest Rate
	Tenor
	Amount Drawn
	Purpose
	Type of Facility

	1
	Yobe 
	North East
	N10 billion 
	Access Bank PLC
	February, 2016
	9%
	20 years
	N10 billion
	infrastructural development
	Term Loan



[bookmark: _Toc161168705]6.2	Verification of Selected Projects Funded by Yobe State's 2016 Access Bank Loans
[bookmark: _Toc161168706]6.2.1	Equipment Installation and Training at 200 Bed Ultra –Modern Hospital, Damaturu
Project Description: 
This project involved the installation of equipment and training of personnel at the 200-Bed Ultra-Modern Hospital in Damaturu, Yobe State.
Project Funding:
a. Loan Provider: Access Bank Plc (2016 loan) 
b. Contractor: Tandro System Nigeria Limited (awarded November 15, 2015)
c. Contract Value: N7,616,912,224.53
d. Completion Period: 3 months
Verification Details: 
A site visit confirmed the installation of equipment at the hospital. The equipment was verified to be 100% supplied and installed according to specifications and contract agreements. Training provided to hospital personnel on using the equipment was also confirmed. All the equiptment in the contract agreement were supplied, installed and put to use in the various units of the hospital. The contact sum has been paid fully to the contractor. 



[image: ]
[bookmark: _Toc161168576][bookmark: _Hlk161283277]Figure 6.0.1 Mammography Machine at Ultra-Modern Hospital, Damaturu, Yobe State
[image: ]
[bookmark: _Toc161168577][bookmark: _Hlk161283297]Figure 6.0.2 CT Scan Machine at Ultra-Modern Hospital, Damaturu, Yobe State
[image: ]
[bookmark: _Toc161168578][bookmark: _Hlk161283308]Figure 6.0.3 Analytical Machine at Ultra-Modern Hospital, Damaturu, Yobe State

[bookmark: _Toc161168707]6.2.2 Furnishing of Doctors' Residential Quarters at 200-Bed Ultra-Modern Hospital, Damaturu
Project Description: 
This project involved furnishing the doctors' residential quarters at the 200-Bed Ultra-Modern Hospital in Damaturu, Yobe State.
Project Funding:
a. Loan Provider: Access Bank Plc (2016 loan) 
b. Contractor: Tandro System Nigeria Limited (contractor award details not provided)
c. Contract Value: N1,800,616,495.06
d. Completion Period: 8 weeks
Verification Details: 
A site visit confirmed the completion of the doctors' residential quarters furnishing project at the hospital. The project was found to be 100% complete in accordance with the contract agreements.

[image: ]
[bookmark: _Toc161168579][bookmark: _Hlk161283322]Figure 6.0.4 Doctor’s Residents at Ultra-Modern Hospital, Damaturu, Yobe State.
[bookmark: _Toc161168580][bookmark: _Hlk161283342][image: ]Figure 6.5 Interior of Doctor’s Resident Quarters at Ultra-Modern Hospital, Damaturu, Yobe State

[bookmark: _Toc161168708]6.2.3 Construction of Damaturu-Magza Road
Project Description: 
This project involved the construction of the Damaturu-Magza Road in Yobe State.
Project Funding:
a. Loan Provider: Access Bank Plc (2016 loan) 
b. Contractor: Messrs Ric Rock Construction Nigeria Limited (awarded September 26, 2016)
c. Contract Value: N5,999,210,763.53
d. Completion Period: 24 months
Verification Details: 
A site visit was conducted to verify the project's completion status. The Damaturu-Magza Road construction project was confirmed to be 100% complete, adhering to the terms of the contract agreement.  All equipment specified in the contract has been delivered, installed, and is now operational. The full contract sum has been paid to the contractor.

[image: ]
[bookmark: _Toc161168581][bookmark: _Hlk161283356]Figure 6. 6 Construction of Damaturu – Magza road

[bookmark: _Toc161168709]6.2.4 Construction and Rehabilitation at General Hospital, Potiskum
Project Description: 
This project involved the construction and rehabilitation of facilities at the General Hospital in Potiskum, Yobe State.
Project Funding:
a. Loan Provider: Access Bank Plc (2016 loan) 
b. Contractor: Tandro System Nigeria Limited (contractor award details not provided)
c. Contract Value: N416,599,997.59
d. Completion Period: Information not available in the provided text.
Verification Details: 
A site visit confirmed the project's completion at the General Hospital in Potiskum. The project was operational at the time of the inspection. The project was partly financed with funds from Access Bank Plc, specifically N4,13,849,099.94 for CV1 and N 1,389,347,212.19 for CV2. The contractor has been paid the full contract sum.
[image: ]
[bookmark: _Toc161168582][bookmark: _Hlk161283370]Figure 6.0.7 Construction and Rehabilitation at General Hospital Potiskum, Yobe State

[image: ]
[bookmark: _Toc161168583][bookmark: _Hlk161283381]Figure 6.0.8 Interior view of the Construction and Rehabilitation at General Hospital Potiskum, Yobe State
[image: ]
[bookmark: _Toc161168584][bookmark: _Hlk161283392]Figure 6.0.9 Side view of the Construction and Rehabilitation at General Hospital Potiskum, Yobe State

[bookmark: _Toc161168710]6.3	Observations/Findings
The verification exercise identified the following key observations regarding Yobe State's 2016 Access Bank loan:
· [bookmark: _Hlk161164395]Compliance with FRA Purpose: The loan proceeds were used for infrastructural and human development, aligning with Section 41(1)(a) of the Fiscal Responsibility Act (FRA) of 2007.
· Debt Ratio Compliance: At the time of the loan acquisition in 2016, Yobe State's total outstanding loans did not exceed 50% of its actual revenue, adhering to Debt Management Office (DMO) guidelines.
· Project Completion: All inspected projects funded by the loan were completed and operational at the time of the verification visit.
· Due Process: All relevant project documentation was available and adhered to the state's due process requirements.
[bookmark: _Hlk161164403]Areas for Improvement:
· Missing Cost-Benefit Analyses: No evidence of cost-benefit analyses was found for any project, contravening Section 44(1) of the FRA, which mandates such analyses to assess project viability before loan acquisition.
· Payment Voucher Irregularities: Payment vouchers for projects lacked proper stamping (e.g., paid, checked, vote allocation stamps).
· Incomplete Payment Information: A complete loan repayment plan or schedule was not provided.
· Limited Loan Utilization: Only the first two contract variations (CV1 and CV2) for the Damaturu-Magza road project were funded with the loan proceeds, leaving the remaining project cost unclear.

[bookmark: _Toc161168711]6.4	Recommendations
Based on the observations, the following recommendations are made to strengthen Yobe State's loan management practices:
1. Cost-Benefit Analysis: To comply with Section 44(1) of the Fiscal Responsibility Act (FRA) 2007, Yobe State Ministry of Finance (or relevant department responsible for loan applications) should ensure a cost-benefit analysis is prepared before seeking any future loans. This analysis will objectively assess project viability and ensure sound financial decision-making.
2. Compliance Verification: As stipulated by Section 45(2) of the FRA 2007, the state should always obtain a proof of compliance from the Fiscal Responsibility Commission (FRC) in Abuja before securing loans.
3. Strengthening Internal Controls: The Ministry of Finance (or relevant department responsible for financial management) should implement a system for duly stamping payment vouchers at all levels. This practice enhances internal control mechanisms, promotes transparency, and aligns with international best practices.
4. Detailed Repayment Schedules: Yobe State Ministry of Finance should require that all loan applications be accompanied by a detailed repayment schedule. This schedule should clearly outline the month-by-month breakdown of outstanding principal and interest liabilities. 
5. Debt Reduction Strategies: The State Government should actively explore strategies (e.g. debt restructuring) to reduce the state's debt burden inherited through previous NGF/FAAC obligations. 
6. Debt Management Training: Yobe State Ministry of Finance should organize training sessions on debt management and indebtedness for state staff in collaboration with the FRC Abuja. This training will equip staff with the knowledge and skills necessary for responsible borrowing and debt management practices.



[bookmark: _Toc161168712]CHAPTER SEVEN
[bookmark: _Toc161168713]NORTH-EAST GEO-POLITICAL ZONE: ADAMAWA STATE
[bookmark: _Toc161168714]7.1 Verification of Adamawa State's 2015 Zenith Bank Loan (N10 Billion)
[bookmark: _Hlk161168412]Table 7.1	Summary of Loan Obtained for Infrastructural Development (Adamawa State)
	S/N
	Borrowing State                 
	Zone
	Amount Borrowed             
	Lending Bank
	Date loan granted
	Interest Rate
	Tenor
	Amount Drawn
	Purpose
	Type of Facility

	1
	Adamawa
	North East
	N10 billion 
	Zenith Bank PLC
	October, 2015
	9%
	20 years
	N10 billion
	infrastructural development
	Term Loan



[bookmark: _Hlk161168419]Table 7.2: Selected Projects Funded by Adamawa State's 2015 Zenith Bank Loan (N10 Billion)
	S/N
	Project Description
	Loan amount in Naira

	Contractor
	Project location
	Completion status

	1
	Rehabilitation of Yola by-pass
	N 85,553,892.44
	M/S TEC Engineering, Nig. Ltd
	Yola
	100% 

	2
	Supply and installation of street light from Police roundabout to Jippo Jam, Yola.
	N 293,553,000.00
	Alps Global Links nig. Ltd
	Jimeta-Yola
	100%

	3
	Construction of township roads in Jimeta and Yola
	N 375,665,810.44
	Triacta Nig. Ltd
	Jimeta-Yola
	100%

	4
	Transfer to Adamawa Agricultural Development and Investment Ltd
	N 1,000,000,000.00
	 Adamawa State Government
	Adamawa State Government
	

	5
	Construction/ Rehabilitation of Jimeta township roads
	N 343,020,475.00
	Triacta Nig. Ltd
	Jimeta- Yola
	100%

	
	Total Loan Amount
	N 2,097,793,177.88
	
	
	



[bookmark: _Toc161168715]7.2 	Verification of Project Funding from N10 Billion Zenith Bank Loan
[bookmark: _Toc161168716]7.2.1	Rehabilitation of Yola by-pass road (5.5km)
Project Description: 
This project involved the rehabilitation of a 5.5km section of the Yola Bypass Road in Adamawa State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: MS TEC Engineering Nig. Ltd (awarded July 27, 2015)
c. Contract Value: N85,553,892.44
d. Completion Period: 12 months
Verification Details: 
A site visit confirmed the project's completion. The Yola Bypass Road rehabilitation project was found to be 100% complete and operational at the time of the inspection. Regular maintenance by the Adamawa State Government, through the State's Road Maintenance Agency, is recommended to ensure the road's longevity.



[image: IMG_20240116_142816_705]
[bookmark: _Toc161168585][bookmark: _Hlk161283408]Figure 7.0.1 Rehabilitation of Yola by-pass road 5.5km

[bookmark: _Toc161168717]7.2.2	Supply and Installation of Street Lights from Police Roundabout to Jippo Jam, Yola
Project Description: 
This project involved the supply and installation of street lights along the road between the Police Roundabout and Jippo Jam in Yola, Adamawa State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: Alp Global Links Nig. Ltd (awarded October 12, 2015)
c. Contract Value: N293,553,000.00
d. Completion Period: 8 months
Verification Details: 
A site visit confirmed the project's completion. The street lights from the Police Roundabout to Jippo Jam were installed and functional at the time of the inspection. Regular maintenance by the Adamawa State Road Maintenance Agency is recommended to ensure the long-term functionality of the street lights.


[image: IMG_20240116_145434_010]
[bookmark: _Toc161168586][bookmark: _Hlk161283420]Figure 7.0.2 Supply and Installation of street light from Police roundabout to Jippo Jam, Yola

[bookmark: _Toc161168718]7.2.3 Construction of Township Roads in Jimeta and Yola
Project Description: 
This project involved the construction of township roads in Jimeta and Yola, Adamawa State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: M/S Triacta Nig. Ltd (contractor award details not provided)
c. Contract Value: N375,665,810.44
d. Completion Period: 18 months
Verification Details: 
A site visit confirmed the project's completion. The constructed township roads in Jimeta and Yola are operational at the time of the inspection. Regular maintenance by the Adamawa State Road Maintenance Agency is recommended to ensure the long-term viability of the roads.

[image: IMG_20240116_145603_518]

[bookmark: _Toc161168587][bookmark: _Hlk161283443]Figure 7.0.3 Construction of township roads in Jimeta, Yola
[bookmark: _Toc161168719]7.2.4 Transfer to Adamawa Agricultural Development and Investment Ltd. (N1 Billion)
Project Description: 
This project involved the transfer of N1 billion to the Adamawa Agricultural Development and Investment Ltd. The stated purpose was to support the state government's investment in agriculture.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Recipient: Adamawa Agricultural Development and Investment Ltd.
c. Transfer Amount: N1 billion
Verification Details: 
The transfer of funds to Adamawa Agricultural Development and Investment Ltd. was confirmed. However, there was a lack of documented evidence to verify that the funds were subsequently distributed as loans to farmers for purchasing improved seedlings, as claimed by the Adamawa State government. The transfer purpose lacked clarity. The absence of documentation to trace the transferred funds to individual farmers as loans raises concerns about accountability.  For future transfers aimed at agricultural development, clear documentation is recommended to track the allocation and utilization of funds. This could involve establishing a loan program with defined eligibility criteria, application processes, and proper record-keeping of disbursements and repayments.

[bookmark: _Toc161168720]7.2.5 Construction/Rehabilitation of Jimeta Township Road
Project Description: 
This project involved the construction or rehabilitation of roads in Jimeta Township, Adamawa State.
Project Funding:
a. Loan Provider: Zenith Bank Plc (2015 loan) 
b. Contractor: M/S Triacta Nig. Ltd (awarded contract details not provided)
c. Contract Value: N343,020,475.00
d. Completion Period: 18 months
Verification Details: 
A site visit confirmed the project's completion. The Jimeta Township road construction/rehabilitation project is operational at the time of the inspection. 


[image: IMG_20240116_145546_284]
[bookmark: _Toc161168588][bookmark: _Hlk161283466]Figure 7.4 Construction/ Rehabilitation of Jimeta township road

[bookmark: _Toc161168721]7.3	Observations and Findings
The verification exercise identified the following key observations regarding Adamawa State's 2015 Zenith Bank loan:
· Missing Project Details: The 2015 budget allocated N16,857,470,700 from internal sources without specifying project allocations. This contrasts with the proposed external loan (Zenith Bank) which detailed project purposes (e.g., World Bank HIV/AIDS project).
· Missing Cost-Benefit Analysis: There is no Cost Benefit Analysis for the N10,000,000,000 obtained by the State
· Utilization of Loan for recurrent expenditure: Inclusion of recurrent expenditure in the purpose of the loan is in clear breach of Sections 44 (2b) FRA, 2007.
· Missing Proof of Compliance: There was no evidence of "Proof of Compliance" obtained from the Fiscal Responsibility Commission (FRC), Abuja, as mandated by Section 45(1) of the FRA before acquiring the loan.
· State Financial Management Documentation: The state's financial management documentation procedures were found to be commendable. The loan was included in the 2015 Appropriation of Adamawa State.
[bookmark: _Toc161168722]
7.4	Recommendations
Based on the observations, the following recommendations are made to strengthen Adamawa State's loan management practices:
1. Strengthen Loan Application Procedures: The Adamawa State Government should ensure strict adherence to Section 41(1) of the Fiscal Responsibility Act (FRA) 2007 when applying for future loans from any bank or financial institution in Nigeria. 
2. Implement Mandatory Proof of Compliance: To comply with Section 45(1) of the FRA, the Adamawa State Government should always obtain a "Proof of Compliance" from the Fiscal Responsibility Commission (FRC) in Abuja before 
3. Conduct Cost-Benefit Analyses for Loans: As mandated by Section 44(1) of the FRA, the State Ministry of Finance or relevant department responsible for loan applications should conduct a cost-benefit analysis and submit before obtaining any future loans.


                                                               
                                                            


[bookmark: _Toc161168723]CHAPTER EIGHT
[bookmark: _Toc161168724]SUMMARY OF OBSERVATIONS/FINDINGS, CONCLUSION, AND RECOMMENDATIONS
[bookmark: _Toc161168725]8.1	Summary of Observations/Findings
This section summarizes the key observations and findings from the verification exercise focused on loan utilization by several Nigeria’s Subnational Governments (States). The verification aimed to assess compliance with the Fiscal Responsibility Act (FRA) of 2007, particularly regarding loan acquisition procedures and project execution. The key observations/findings are presented below:
1. Loan Purpose: Most states applied loan proceeds for their intended purposes, primarily infrastructural development and human capital projects (compliant with Section 41(1)(a) of the FRA).
2. Compliance with Borrowing Conditions: None of the verified states obtained a "Proof of Compliance" certificate from the Fiscal Responsibility Commission (FRC) before acquiring loans, as mandated by Section 45(1) of the FRA.
3. Project Completion: A significant number of projects funded by the loans were completed or nearing completion at the time of verification.
4. Due Process: Some states demonstrated adherence to due process for loan approvals, involving relevant government bodies and the Debt Management Office (DMO).
5. Positive Shift: Abia State's current administration displayed a promising shift towards responsible financial management.
6. Cost-Benefit Analysis: A critical shortcoming identified across all states was the lack of cost-benefit analysis conducted before acquiring loans. This omission violates Section 44(1) of the FRA, which necessitates such assessments to evaluate project viability.
7. FRC Compliance Verification: All states failed to obtain the mandatory "Proof of Compliance" from the Fiscal Responsibility Commission (FRC) before securing loans, as mandated by Section 45(1) of the FRA. This raises concerns about adherence to established loan approval procedures.
8. Loan Terms: Delta State secured a loan with a significantly shorter repayment period than allowed by the FRA, potentially increasing financial strain.
9. Project Delays: Delta State also experienced delays in project completion compared to initial timelines.
10. Internal Controls: Abia State's weak internal controls for financial management pose a risk for misuse of funds.
11. Loan Utilization: Yobe State only used a portion of the loan proceeds for the intended project, leaving the remaining project cost and future funding unclear.
12. Budget Transparency: Adamawa State lacked transparency in its budget allocation for internal sources, contrasting with the detailed project breakdown for the external loan.
13. Non-Compliant Loan Purpose: Adamawa State also included recurrent expenditures in its loan purpose, violating Section 44(2b) of the FRA, which restricts loans to capital projects.
14. High Interest Rates: The interest rates for most of the loans exceeded 10%, which conflicts with Section 41(1a) of the FRA, which encourages concessionary interest rates.
15. Unsustainable Debt Practices: All states borrowed for infrastructure projects, which typically require long-term financing. However, only one state utilized the capital market, a suitable source for such loans. The remaining states relied on commercial banks, which offer shorter-term loans with higher interest rates. This raises concerns about the long-term affordability of these states' debt.
                                            
[bookmark: _Toc161168726]8.2	Conclusion 
This nationwide verification exercise served two key purposes. Firstly, it raised awareness among state government officials about the federal government's role in managing and monitoring debt on behalf of all governmental tiers. Secondly, it revealed valuable insights into loan utilization practices across subnational governments in Nigeria. The verification identified both positive aspects and areas for improvement regarding compliance with the Fiscal Responsibility Act (FRA) of 2007. While most states fulfilled borrowing conditions, two critical contraventions emerged:
· Missing Cost-Benefit Analyses: No state presented a cost-benefit analysis demonstrating the economic and social benefits of loan-funded projects.
· Lack of FRC Consent: None of the visited states obtained consent from the Fiscal Responsibility Commission (FRC) or provided proof of compliance to relevant provisions of the FRA (2007) before acquiring loans.
To strengthen fiscal management, further verification exercises are recommended. Although some states have established their own fiscal responsibility commissions, the FRC’s approval and issuance of “Proof of Compliance” with Part X of the FRA (2007) remain mandatory before any state government borrows from domestic banks or institutions.

[bookmark: _Toc161168727]8.3	Recommendations
[bookmark: _Toc161168728]8.3.1	FRC Compliance and Loan Acquisition:
· Proof of Compliance: State governments and lending institutions should obtain "Proof of Compliance" from the Fiscal Responsibility Commission (FRC) before acquiring loans, adhering to Section 45(1) of the FRA.
· Cost-Benefit Analyses: All states should conduct cost-benefit analyses for loan applications, as mandated by Section 44(1) of the FRA, to ensure project viability. This practice ensures objective evaluation of project viability and prioritizes investments with the highest returns.
· Loan Tenor: States should negotiate loan repayment periods that align with Section 41(1) of the FRA to avoid excessive financial strain.
· Loan Purpose: Loan proceeds should be used exclusively for capital projects that promote economic development, complying with Section 41(1) of the FRA (2007) and its amendments.
· Education and Awareness: Representatives from state governments need to be educated on FRC compliance requirements for borrowing.
[bookmark: _Toc161168729]8.3.2	Project Management and Financial Management:
· Enhanced Project Management: State governments and other relevant stakeholder should improve necessary project management practices to avoid delays and ensure efficient project completion.
· Transparent Budgeting: Budgetary allocations from all sources (internal and external) should be presented transparently with detailed project breakdowns.
· Strengthen Internal Controls: States should implement robust internal control systems to safeguard public funds, prevent financial mismanagement, and enhance transparency (e.g., Abia, Yobe). This can involve measures like proper stamping of payment vouchers and improved payment system security.
· Debt Management: States with high debt burdens should explore strategies to reduce their liabilities (e.g., Yobe). This might involve refinancing or renegotiating loan terms.
· Domesticate FRA: States that have not adopted the FRA (e.g., Abia) should prioritize its domestication to establish a legal framework for responsible management of public resources.

[bookmark: _Toc161168730]8.3.3	Others:
· Alternative Funding Mechanisms: States should explore alternative funding sources for infrastructure development (Public-Private Partnerships (PPPs).
· Staff Development: Invest in training programs for public service staff to equip them with the skills and knowledge to manage loan projects effectively (e.g., Abia).
· Facility Maintenance: Develop plans for regular maintenance of loan-funded facilities to ensure their long-term functionality and value for money (e.g., Yobe).
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