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Preface

Setting the Stage

Oyo State stands at an inflection point. Decades of under-investment in transport, power, health and
digital infrastructure has produced service gaps that drag on productivity and quality of life.
Governor-level ambition is high: unlock private capital, crowd in technology, and deliver resilient assets
that outlive political cycles. Yet past experience around the world has shown that when governments
race to close infrastructure deficits, they often trade tomorrow’s fiscal health for today’s
ribbon-cuttings. Hidden guarantees, poorly understood currency swaps, or un-costed termination
payments have bankrupted sub-national entities from Argentina to South Africa and many in the Global
Southern hemisphere.

Why the FCCL Framework Exists

Against this backdrop, the Fiscal Commitment & Contingent Liability (FCCL) Management Framework is
designed as a fiscal seat-belt. It converts opaque promises into measurable numbers, inserts them into
the budget process, and forces decision-makers to confront downside scenarios before signature—not
years later when the first revenue-shortfall trapdoor springs open.

Purpose

This Fiscal Commitment & Contingent Liability (FCCL) Management Framework serves as Oyo State’s
definitive protocol for recognising, measuring, approving, monitoring, and publicly disclosing the fiscal
risks that arise from infrastructure Public-Private Partnerships (PPPs) and other long-term contracts with
private counterparts. It is the instrument through which the State will:

e Achieve World Bank SABER DLI 3 compliance. The DLI mandates “a published, operational
framework for managing direct and contingent liabilities,” verifiable by an Independent
Verification Agent (IVA).

¢ Embed macro-fiscal prudence in everyday decision-making, ensuring that growth-oriented
infrastructure expansion does not compromise future budgets.

e Strengthen creditworthiness by demonstrating to lenders, rating agencies, and
development-finance partners that contingent liabilities are systematically managed—not
hidden off-balance-sheet.

Scope

The framework applies to the full life-cycle of every PPP or concession signed by any State entity—
ministries, departments and agencies (MDAs), special-purpose vehicles (SPVs), or state-owned
enterprises (SOEs). Coverage is intentionally broad, reflecting global best practice and recent Nigerian
fiscal-responsibility directives:

1. Direct fiscal commitments — budgeted availability-payment schemes, capital grants, viability-gap
subsidies, and performance-based annuities extending beyond the three-year Medium-Term
Expenditure Framework (MTEF).



Explicit contingent liabilities — legally binding guarantees, minimum-revenue undertakings,
exchange-rate guarantees, debt-service cushions, and termination-payment obligations
triggered by default or force majeure.

Implicit contingent liabilities — non-contractual but politically salient expectations that the State
will rescue vital infrastructure (e.g., electricity distribution or urban transit) if they fail; these are
assessed qualitatively and, where data allow, probabilistically.

Ancillary exposures — obligations arising from climate shocks (flood damage compensation),
material adverse government action (MAGA) clauses, or pandemic-related demand collapses—
risks that became highly salient post-COVID-19.

Traditional design-bid-build projects financed entirely out of the capital budget are excluded unless
payment schedules extend beyond the MTEF or contain service-level failure penalties that shift fiscal risk
into future periods.

Strategic Intent
The framework pursues six mutually reinforcing strategic goals:

1.

Fiscal Sustainability: Establish hard caps and early-warning triggers to keep aggregate contingent
exposure within prudent limits—anchoring them to own-source revenues, Federal Account
allocations, and debt-service profiles. The working ceiling is set at 5 % of Gross State Product or
25 % of annual OSR, whichever is lower, echoing IMF fiscal-risk guidance for sub-nationals in
emerging markets.

Risk-Informed Decision-Making: Integrate quantitative FCCL analysis into every approval gate—
pre-feasibility, full feasibility, commercial close, and financial close. Decision memos submitted
to the Executive Council (ExCo) and the Governor must include: (i) base-case liability projections,
(ii) downside stress scenarios, and (iii) mitigation options with cost-benefit trade-offs. Project
sponsors cannot bypass this step.

Transparency & Accountability: Institute quarterly FCCL dashboards and an Annual Fiscal-Risk
Statement published on the State PPP portal. Datasets will be machine-readable (CSV/JSON) to
comply with Nigeria’s Open-Treasury principles and the World Bank’s Open Contracting Data
Standard (OCDS). Public disclosure is expected to lower borrowing costs by narrowing
information asymmetries with bond investors and credit-rating analysts.

Institutionalisation: Build permanent capacity inside the Ministry of Finance Fiscal Risk Unit
(FRU) and the Office of Public-Private Partnerships (OPPP). The FRU will own methodology and
portfolio-wide analytics; the OPPP will manage project-level assessments. A jointly chaired FCCL
Steering Committee will reconcile views and report to the Honourable Commissioner for
Finance. This structure secures continuity beyond political cycles and staff turnover.

Investor Confidence & Market Signaling: Adoption of this framework aligns Oyo State with the
OECD Principles for Public Governance of PPPs, the 2023 World Bank Good Practice Note on
Managing Fiscal Risks, and the Task Force on Climate-Related Financial Disclosures (TCFD)



recommendations for climate risk. Adherence reassures commercial banks, DFIs, and
institutional investors that fiscal risks are transparent, priced, and proactively mitigated—
expanding the pool of potential funders and shaving risk premiums.

6. Continuous Improvement & Adaptive Governance: The document is not static. It mandates an
annual methodological review timed to the State’s budget cycle, allowing integration of new
risk-measurement techniques (e.g., correlation-adjusted portfolio models), updated
macro-assumptions, or emergent hazards such as cyber-security liabilities linked to
smart-infrastructure deployments.

Resulting Value Proposition
By articulating clear purpose, expansive scope, and forward-looking strategic intent, Oyo State positions
itself as a national leader in infrastructure fiscal-risk governance. This FCCL Framework provides:

e A defensible audit trail for the IVA and State Auditor-General.

e Adisciplined filter that weeds out fiscally unsustainable PPP proposals early, saving negotiation
costs.

e Atransparent signal to capital markets that fiscal obligations are disclosed and funded,
potentially improving the State’s sub-sovereign credit rating.

e An operational roadmap for civil servants—reducing ad hoc discretion and clarifying “who does
what, when, and with which data.”

Together, these elements protect the State’s balance sheet, uphold inter-generational equity, and
enable a predictable pipeline of well-structured PPPs capable of delivering resilient infrastructure
without jeopardising tomorrow’s budget.

Alignment with the ICRC Act, BPP Guidelines, and World Bank SABER DLI 3

Why Legal and Policy Alignment Matters

The Federal ICRC framework recognises that sub-national PPPs can jeopardise national debt targets if
contingent liabilities spiral. Regulation 14(b) insists on tracking and managing liabilities but offers no
operational blueprint. Oyo’s FCCL document fills that gap:

e Article 4.2 merges the ICRC Outline Business Case with an FCCL Annex so risk screening occurs
before market-sounding.

e Article 5.3 mandates probability-weighted valuation using either simple expected-loss formulas
(for small guarantees) or full Monte Carlo (for large multi-variable risks).

e Article 8 embeds hard decision gates: MoF < #500 m, OPPP < #1 bn, ExCo < §2 bn,
Governor > 82 bn or > 15 years—mirroring federal practice but scaled to State revenues.

e Article 9 launches a public FCCL register echoing ICRC’s transparency ethos.

Fiscal-risk frameworks that sit outside the prevailing legal latticework quickly become “shelf
documents.” To avoid that fate, Oyo State’s FCCL Framework is expressly mapped—Iline-by-line—to



three overarching regimes: (i) the federal Infrastructure Concession Regulatory Commission

(ICRC) Act 2005 and its 2014 PPP Regulations; (ii) the Public Procurement Act 2007 and BPP Guidelines
on value-for-money and open contracting; and (iii) the World Bank’s SABER Results Framework,
specifically Disbursement-Linked Indicator 3 (DLI 3) on fiscal-risk management. Together, these
instruments define how PPP liabilities must be identified, priced, approved, and disclosed if the State is
to secure investor confidence, unlock programme grants, and pass federal or multilateral audits.

Operationalising the ICRC Act and PPP Regulations

1. Statutory Mandate — Regulation 14(b) of the PPP Regulations requires every contracting
authority to “track, monitor, and manage contingent liabilities arising from PPP projects.” The
FCCL Framework translates that broad injunction into five concrete workflows:

o Project Screening: This document adds an FCCL checklist to the ICRC-prescribed Outline
Business Case, ensuring fiscal-risk red flags surface at concept stage.

o Quantification: In this document, embeds probabilistic models are included so that
guarantees, termination payments, and currency-swap exposures convert into
Naira-denominated expected-loss estimates.

o Approval: This document establishes decision gates and limits (8500 m MoF, &1 bn
OPPP, &2 bn/ >15 yrs ExCo) that mirror federal practice but calibrate to the State’s
smaller balance sheet.

o Monitoring: A section is included that mandates quarterly stress testing and annual
portfolio reports, creating the “monitor” discipline the Act envisages.

o Disclosure: A section is included that requires publication of a machine-readable FCCL
register—making risk data auditable by the ICRC, State House of Assembly, and civil
society.

2. Institutional Symmetry — While the ICRC sits at federal level, Oyo’s Office of Public-Private
Partnerships (OPPP) is structurally analogous. The FCCL Framework designates the OPPP as
primary process owner for project-level risk assessments, while the Ministry of Finance Fiscal
Risk Unit (FRU) owns portfolio analytics—mirroring the ICRC/Treasury split seen in Abuja.

3. Compliance Evidence — The Framework’s Appendix C provides template ICRC Progress Reports
pre-filled with FCCL data fields, enabling smooth submission during federal oversight reviews
and avoiding last-minute data scrambles.

Synchronising with BPP Guidelines on Procurement and Value-for-Money

1. Unified Appraisal Matrix — Nigerian procurement law demands a Value-for-Money (VfM)
statement covering whole-life cost. The FCCL Framework bolts a fiscal-risk module onto the VfM
template, so MDAs deliver one integrated analysis instead of parallel economic and fiscal
reports. This saves time and aligns incentives: a bid with lowest VfM score but highest guarantee
exposure can be flagged early.



2. Digital Integration with P-COMS — The BPP’s Procurement Compliance Monitoring System
(P-COMS) already tracks tender milestones. This Framework specifies JSON schemas identical to
P-COMS APIs, allowing real-time FCCL data pushes. Auditors and procurement reviewers see
liabilities as soon as they crystallise, eliminating siloed spreadsheets.

3. Governance Cross-Walk — The RACI Matrix embeds BPP observers on the FCCL Steering
Committee. This ensures that procurement compliance, competitive dialogue, and fiscal-risk
management are not serial but parallel functions—shortening bid timelines without diluting

rigour.

4. Life-Cycle Cost Transparency — By forcing disclosure of guarantee fees, termination-payment
formulas, and forex hedging premiums, the FCCL Framework prevents
“bid-low-then-claim-later” tactics that sometimes escape basic VfM tests.

Meeting World Bank SABER DLI 3 Requirements

The State Action on Business Enabling Reforms (SABER) programme uses results-based financing;
disbursements flow only when independent verifiers confirm that milestones are achieved and
functional. DLI 3 outlines five evidence pillars: (a) published policy; (b) quantification methodology; (c)
governance architecture; (d) disclosure rules; (e) operational evidence. The FCCL Framework hits each
pillar as follows:

DLI 3 Evidence Pillar How Framework Responds

Published policy uploaded to PPP Governor-signed FCCL policy, downloadable PDF, mirrored in HTML

portal for accessibility

Quantification methodology (direct + Monte Carlo models, revenue-guarantee valuation, FX swap stress

contingent) tests

Governance architecture with clear MoF FRU & OPPP co-chair Steering Committee; escalation tiers to

roles ExCo

Disclosure & public reporting Quarterly FCCL register, annual fiscal-risk statement, open-data
formats

Evidence of use Mandatory FCCL annex in every PPP Business Case; live register
template issued to MDAs

Benefits of Triple-Lock Alignment

e Regulatory Certainty — Investors see a seamless chain from federal statute (ICRC Act) to state
procurement rules to multilateral performance benchmarks—reducing perceived political or

compliance risk.

e Administrative Efficiency — One harmonised set of templates replaces three separate reporting
chores, lowering transaction costs for MDAs and bidders.



e Fiscal Credibility & Market Signalling — Credit rating agencies punish opacity. Demonstrating
FCCL discipline under a recognised World Bank programme sends a “no surprises” signal that
can shave basis points off sub-sovereign borrowing spreads.

e Funding Leverage — SABER grants triggered by DLI 3 can finance capacity-building,
data-management systems, and actuarial studies, creating a virtuous cycle: better risk data >
cheaper financing - more fiscal space for infrastructure.

Key Take-Away

The FCCL Framework does not merely reference the ICRC Act, BPP Guidelines, and SABER indicators—it
embeds their requirements into day-to-day practice. As such, compliance ceases to be an after-the-fact
paperwork exercise and becomes a live, auditable control system that safeguards Oyo State’s balance
sheet while unlocking external finance for growth-critical PPP projects.

High-Level Fiscal-Risk Landscape in Oyo State

Macro-Fiscal Snapshot

With a labour force exceeding five million, Oyo boasts Nigeria’s second-largest agrarian belt and a
burgeoning knowledge corridor anchored by the University of Ibadan and technology start-ups
clustering around Bodija. GSP growth averaged 4.1 % (2019-2023)—1 pp above national trend—yet
poverty remains above 20 %. Therefore, sustainable infrastructure is pivotal for inclusive growth.

Furthermore, Oyo State is the third-largest sub-national economy in Nigeria, with an estimated Gross
State Product (GSP) of US $14.4 billion (= 820 trillion at July 2025 parallel-market rates). (State of States)
Agriculture accounts for roughly one-third of output, while wholesale-retail trade and an emergent
services cluster (education, ICT, health) round out the mix. This relatively diversified base softens the
blow of oil-price volatility but exposes the budget to exchange-rate swings—imported fertiliser and fuel
subsidies inflate recurrent costs when the naira weakens.

Revenue Position

Internally Generated Revenue (IGR) has climbed but remains modest relative to peers: the Federal
Inland Revenue Service reported that Oyo mobilised #65.28 billion in 2024, a 14 % year-on-year uptick
driven by electronic tax filing and a broadened presumptive tax regime. (Nairametrics) IGR now funds
just under 40 % of the 2025 recurrent budget, leaving the State heavily reliant on volatile Federation
Account transfers tied to crude-oil earnings. That composition amplifies cash-flow risk when oil receipts
dip or the FAAC remittance cycle stalls.

Debt Stock and Service Burden

According to Debt Management Office (DMO) filings, Oyo’s domestic debt stood at #89.9 billion as of
31 December 2024—equivalent to roughly 0.45 % of national domestic debt but a significant 138 % of
the State’s 2024 IGR out-turn. (Debt Management Office Nigeria) External debt remains small and
largely concessiona