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The Charge

... our nation’s economic future and fiscal responsibility are
directly linked. There is a tie between fiscal responsibility
and financial prudence today and what society can enjoy
tomorrow. Facing up to both the short and long-term fiscal
challenges, therefore, will help put the nation on a path to
lasting prosperity and a rising standard of living. If, on the
other hand, we fail to quickly address the preponderance of
fiscal inefficiencies and wasteful spending in our systems,
we will squander the only opportunity to get our finances in
order, and | chargeyounotto afford todo that.

President Umaru Musa Yar’ Adua
at the inauguration of FRC
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The Commitment

We shall give full meaning to the provisions of the
Fiscal Responsibility Act to make Nigeria’s wealth
useful to its citizens. From what | have seen, Members
are loyal and committed to serve. We intend to carry
out our assignments with diligence and firmness. We

will do our duty without ill-will, fear or favour.

Alhaji (Dr.) Aliyu Jibril Yelwa, OON
(Sardaunan Yauri)
Chairman, Fiscal Responsibility Commission
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Commemorative photograph with President Yar’Adua after inauguration on 14th April 2009
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FOREWORD

N igeria has had a long and chequered macroeconomic history. Beginning from the 708
when oll windfalls were grossly mismanaged, the nation has over theyears sufte ' the
consequences of a serles of poor economic management decisions and bel'  Hurs
during a prolonged absence of real fiscal rules. The subsisting fiscal environment was o« rally
dysfunctional, and fraught with a poor savings culture, uncoordinated borrowing, poor o ssto
fiscal records = which where unreliable in the first place, massive corruptionin publiccire - poor
accountability, unreliable forecasts and a badly fragmented budgetary system whose | oduct
was used more In the breach than in its compliance, This scenario resulted in economic v latility,
inefficient public sector Investments, debt overhang, poor service delivery and worsening socio-
economic conditions of our citizens, With the return of civilian rule, however, the imperative of
delivering qualitative and equitable democracy dividends Imposed on tha economy's managers
the burden of reversing this trend by Initiating policles and rules that put the people and their
longterminterest at the centre of fiscal and public expenditure management,

One of such economic Initiatives launched by the Obasanjo administration and vigorously
sustained under the present administration Is the reform of the fiscal responsibility regime. The
signing of the Fiscal Responsibility Act on July 30, 2007 by President Umaru Musa Yar'Adua
therefore marked a departure from the disjointed, ad hoc and poorly enforced policy
environment for fiscal management to a new system enshrined In law and aimed at expenditure
restraint, The novelty of this Act Is that for the first time in history, we have a concise and focused
legislative framework that regulates fiscal conduct, prescribes guidelines for the management of
state revenues, Imposes limitations on government spending and prohibits certain fiscal
activities, such as some kinds of Debt securities and irresponsible borrowing by various tiers of
government, The Fiscal Responsibility Commission as a creation of this law is therefore
committed to the reduction of fiscal deficits and bullding revenue surplus at all tiers of
government by ensuring that revenue ralsing policies, effective resource allocation and debt
management decislons are prudently and transparently undertaken in a manner that will secure
macroeconomic stability and national growth.

Onitsinauguration lastyear, the Commission hit the ground running by simultaneously grappling
withteething Institutional development challenges while Identifying and addressing some quick-
win aspects of ourmandate to build credibility with our stakeholders, These included but were not
limited to an Institutional review that deepened the Interpretation of the aims and functions of
the FRC and resulted In the development of a three-year strategic plan for the Commission.
Withinthis purview, we are also conducting a review of the excess crude account and developing a
communications strategy,
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The Commussion has been organized into various functional directorates with clearly defined
schedule of duties. We have commenced monitoring and therefore have requested reports from
MDAs, most of who have responded positively. The Commission Is working hard to institute a
more sustainable monitoring and evaluation framework for tracking the fiscal activities of MDAs
We are also trying as much as possible to be a learning organization that improves by being self-
critical and imbibing external best practices, To this end, the Commission conducted comparative
studies of the fiscal responsibility regimes of Brazil, India and the United States to distill relevant
models for Nigeria.

In view of the time we came on board, the critical organizational take-off challenges we had to
tackle and the obvious constraints that this imposed to effectively monitor and elicit compliance
from our reporting entities, it is fair to expect that this report will not be representative of our
future outputs. Albeit, we are already receiving positive feedback from a number of our
stakeholders, and even though the Commission had to painstakingly develop its templates and
processes from scratch, our modest gains suggest that we are an the way to soon becoming a
model for other economies to copy. These modest achievements in so short a time would be
impossible without the support we received from the Presidency, the National Assembly, Ministry
of Finance, Office of the Secretary to the Government of the Federation, Office of the Special
Adviser to the President on Economic Affairs, some MDAs and many other stakeholders. On
behalf of the Commission, | wish to register our profound gratitude to all who In various ways
contributed to ensure the Commission's smooth take-off last year.

At the end of our commencement year, we are pleased to present to the Natlonal Assembly
and our stakeholders this inaugural report of the Commission's activities and achievements in
line with the provisions of the FRA, This report serves the dual purpose of communicating our
essence to our publics as well as fulfilling an annual accountability obligation to the National
Assembly. Our commencement report demonstrates that reversing five decades of fiscal
profligacy may be a challenging task, but it is one that can and will be done. We are proud to
say that our first steps have indeed been steps in the right direction and the outlook is bright
and bold.

Alhaji (Dr.) Aliyu Jibril Yelwa, OON

(Sardaunan Yauri)
Chairman, Fiscal Responsibllity Commission
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INTRODUCTION

his report reviews the activities of the Fiscal Responsibility Commission from January

2009 when it commenced operations to December 2009, the end of its first fiscal year. The

report responds to the need to communicate our essence as a new institution to our
diverse public while fulfilling our annual accountability obligation to the National Assembly of
Nigeria as provided in Section 10 of the Fiscal Responsibility Act (FRA) 2007, under which the
Commissionis established.

What we have done is to justify why the Commission was needed, and to provide evidence of our
potential. Chapter 1 . maps Nigeria's
public expenditure management
context and provides an argument for a
departure from the &= hitherto discretional
system in which fiscal & policies were
observed more in the ¥ breach to one based
on legislation, noting ! that it is partly to
blame for years of economic declining
and plummeting development
indices. The strategic objectives and
functions of the Commission under
the Act are explained. ; e . 3 The FRA 2007 has
been described as a long overdue piece
of legislation and the Commission has been wellinterpreted to mean an end to the era of opaque,
irresponsible and unaccountable fiscal management at all tiers of government. The second
chapter looks at the Commission itself, its governance framework, stakeholder base and the
physical and operational strategies that have been adopted for the effective implementation of
itsmandate.

Chapters 3and 4 go on to review the milestones of the Commission over the past year against its
core mandates. Under the Act, the Commission is expected to monitor and enforce the
provisions of the FRA to improve efficiency in fiscal management. To this end, the report shows
the actions of the Commission in the areas of allocation and management of public expenditure
(including a Medium Term Expenditure Framework), revenue collection, debt control, savings
and assets managements (including Excess Crude Account), proceeds from sales of public assets

and property and transparency in fiscal matters,
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Ihe Commission has been monitoring entities under its purview to ensure that deadlines and dat
accessibility requirements are met as provided in the Act. We have also commissioned
macroeconomic and strategic fiscal studies that will x-ray the whole public financial management
systemin Nigeriawithaviewtoidentifying gaps. Alot of pressure was put onthe Federal Ministry
of Finance from the Commission for the preparation of the Medium Term Expenditure
Frameworks (MTEF) and the Budget Implementation Reports (BIRs). The Commission also
received BIRs for the first three quarters, indicating varied levels of compliance to the Act.

Revenue earning Corporations and MDAs were also monitored to ensure compliance with the Act
and a number of gaps were also revealed. Investigations have also been launched into suspected
cases of contravention by some Corporations and wherever such cases are established, the
reports will be forwarded to the Office of the Attorney-General for prosecution. The Commission's
monitoring work on debt £c compliance also showed that all the governments that
borrowed from external and ... internal sources from
August, 2007 to December, Not less t_han N21 billion 2009 did not comply with
the conditions of borrowing. It Nas been realized for the year ;55" revealed possible
duplication of loan instruments 2997 and 2008 from t'he to the tone of USs
425,600,000.00. The paymeqt of 80% ope_ratmg
communication with the SUrplusinto the Consolidated
commercial banks to ensure Revenue Fund of t'he Federal compliance of state
governments with the FRA's G°‘"?""“e"t- This sort of provisions on debt.
Compliance atthe sub-national &arnings were unheard of levels is also being
strengthened by promoting beforetheadventoftheAct. adoption of fiscal
responsibility legislation in the 5y states.

Commission entered into
governors and the

The Excess Crude Account (ECA) is one of the savings arrangements of the Federal
Government that has huge potential but has been grossly abused. The FRC is in the process of
studying the management of the ECA since 2007, formulating clear rules (in collaboration with
relevant stakeholders) for managing the ECA, and establishing formulae for deciding how ECA
savings should be divided between cash based deposits and the yet to be established, Sovereign
Wealth Fund or other form of stabilisation fund. The Commission also requested and received a
reportonthe current status of the ECA from the Central Bank.

There is no doubt that the Commission is making consistent progress. Forinstance, not less than
N21 billion has been realized for the year 2007 and 2008 from the payment of 80% operating
surplus into the Consolidated Revenue Fund of the Federal Government. This sort of earnings
were unheard of before the advent of the Act. It is also gratifying to note that for the first time in
Nigeria's economic management history, the Federal Appropriation Bill for the year 2010 was
based onathree-year MTEF.

Chapter 5 presents some of the challenges the Commission has faced (such as dearth of physical
facilities and equipment most of which are related to its teething phase as a new institution. The
report concludes in chapter 6 by presenting the lessons we have learnt and the Commission's
outlookonthe future.
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BACKGROUND AND INSTITUTIONAL FRAMEWORK

CHAPTER 1

® CONTEXTAND RATIONALE

CHAPTER 2

® INSTITUTIONAL FRAMEWORK AND BROAD
OPERATIONAL MECHANISMS
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CONTEXT AND RATIONALE

CHAPTER 1I:
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CONTEXT AND RATIONALE

he management of the nation's financial

resources has continued to be a major

challenge to the political and economic
development of Nigeria. Five decades after
independence, Nigeria has become a classic
example of the “resource curse” phenomenon with
over half of our population still languishing in
poverty, In stark contrast to the nation's huge
natural and human resource endowments.
Nigeria's paradox of penury amidst plenty has often
been blamed on corruption and poor governance of
the nation's resources.

Over $ 300 billion earned from oil during the past fifty years has
been grossly underutilized, thanks partly to a weak and an often
corrupt policy environment for financial management,
. occasioned in turn either by the despotic grip of military
interventionist regimes or the excesses and impunity of
- successive civilian administrations. Development projects such
. as schools, roads and hospitals were hardly completed on
" schedule. Abandoned projects dotted the landscape of our
. townsandcities.

| At all tiers of government, expenditure commitments were
being made without a clear and responsible plan for raising the
necessary funds to execute them.

Fiscal planning was premised on short term and ad-hoc
considerations, Government at the central and sub-national levels were raising new, ill-advised
loans for unnecessary projects. This misplacement of fiscal priorities had led to waste of scarce
resources, which was often mismanaged, squandered on the wrong projects or brazenly
embezzled, with dire consequences for the well being of the citizenry. It has indeed been argued
that poor financial management has been the bane of Nigeria's march to national prosperity.

Over $ 300 billion earned from oil
during the past fifty years has
been grossly underutilized,
thanks partly to a weak and an
often corrupt policy environment
[erfinancial management
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Against this backdrop, a reform of the nation's financial
planning and management regime became a compelling %
imperative at the return of civilian democracy in 1999. In 2000,
the world community generated unprecedented momentum
around the reduction of global poverty and inequality, with 119
countries, including Nigeria, committing to clear, time-bound
benchmarks under the UN Millennium Development Goals g
(MDGs). Coupled with a global drive to deepen political and
economic democracy in ways that give meaningto citizenship for the vast majority of the people
of developing countries, this clearly signalled that a “business-as-usual” attitude towards the
management of the nation's resources could not be an option for Nigeria's new civilian
government, if it was to achieve the MDGsforits citizens.

Poverty has been deepened by
corruption and misplacement
of fiscal priorities at all tiers of

government

1.1 Fiscal Responsibility and Governance

ommentators around the world concede that Nigeria has the potential to achieve its

vision of becoming the economic hub of Africa and indeed one of the top 20 economiesin

the world by the year 2020. Laudable as this may seem, the Nigeria Vision 20:2020 may
remain a pipe dream if government does not sincerely and boldly tackle corruption. Accountable
and prudent financial management, premised on the welfare of the people is necessary for
economic growth as well as for people-centred development. Both the 1979 and 1999
Constitutions clearly state that “the welfare of the people shall be the primary purpose of
government.” While this nexus between public finance and development has long been
recognised, there had been virtually no efforts to institutionalize a system of rules to ensure
increased transparency and more effective utilisation of resources in Nigeria. Indeed, prior to the
return of democracy in 1999, public finance management in Nigeria was dependent on weak
administrative regulations and poorly coordinated executive practices, which were open to
abuse, resulting in poor development planning and failures in public service delivery. This
situation also led to macroeconomic instability and subjected our mono-product economy tothe
vagaries of oil price fluctuations.
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1.2

Enter the Fiscal Responsibility Act and t.

Fiscal Responsibility Commission

aregime of prudent, ethical and efficient management of public finances across all tiers of

The Fiscal Responsibility Commission is therefore an institutional response to the quest for

Government in Nigeria. It draws from the economic reforms started by the
administration of former President Olusegun Obasanjo and vigorously continued by the present

administration, a
fundamentally
courageous national
corruption, while
institutions and
culture of responsible and
economic governance. The
Fiscal Responsibility Bill
groundswell of demand at
Nigerian civil society and
institutions for more
people-centred

The Fiscal Responsibility
Commission is an institutional
response to the quest for a
regime of prudent, ethical and
efficient management of public
finances across all tiers of
Government in Nigeria.

programme that is
underpinned by a
campaign zgainst
committinc state

stakeholde = to a
accoun able
promotior of the
responded - .ly to a
the time within

internation=" “inancial
transpar-nt and
developme: - policies

and actions, especially within the context of Poverty Reduction Strategy Papers (PR5Ps) which
Nigeria had only recently subscribed to, and localized in its National Economic Empowerment
and Development Strategy (NEEDS). This drive resulted in the establishment of a number of
anti-corruption institutions and transparency initiatives to emplace a rules-based institutional
environment thatat once preventsand criminalizes irresponsible financialmanagement.

The main function of the Commission is to
monitor the implementation of the Fiscal
Responsibility Act (FRA), which came into force in
2007. The law is in keeping with the current j§{5
international trend of converting policy-based fiscal {8
regimes into rule-based systems; given that extant |
cross-cultural practices seem to suggest that those §
systems governed by rules and effective institutions
promote sound and robust fiscal performance. Its
overriding purpose is for the Commission to use its
monitoring and evaluation powers under the Act to

improve efficiency in fiscal management, especially
in areas of allocation and management of public expenditure, revenue collection, debt control,
savingsandtransparencyin fiscal matters,

®
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Greater insights, comparative perspectives, institutional framework and organizational capacity laying a solid foundation
for fiscal responsibility governance in Nigeria

eonitoring and enforcing the provision of the FRA
()isseminating good fiscal practices

Undertaking and publishing fiscal and financial studies

Performing any other function consistent with the
promotion of the FRA's Objectives

Figure 1: Functions of the FRC
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awide section of Nigerians and their international friends. It is seen by the country's

civil society as a step in the right direction and has been termed “the formal
expression of the political will to maintain fiscal discipline” by the Government of Nigeria.
The International Monetary Fund had recently hailed the progress made by Nigeria in the
legislative actions intended to help institutionalize the reforms under its Policy Support
Instrument to the country. In particular, the IMF believes that the institutionalisation of fiscal
responsibility in the country's legislation is a key step in supporting prudent management of
oil revenues. The World Bank reasons that the FRA would give fillip to the oil-price-based
fiscal rule Nigeria has been implementing since 2004, which effectively delinks government
expenditure from current oil revenues thereby reducing transmission of oil market shocks to
therestof the economy.

-|" 'he law has béen well received and has generated so much attention and interest from

Since its passage into law at the federal level, the FRA has helped to reduce financial
recklessness and improve efficiency in fiscal management especially in areas of allocation
and management of public expenditure, revenue collection, savings and transparency in
fiscal matters, The adoption of novel public expenditure processes such as a multi-year
approach to budgeting and the modest savings recorded recently all bear testimony to the
potential of the FRA. Similarly, Nigeria's current Debt Sustainability Analysis indicates that
our public debt profile as a proportion of GDP is sustainable, although a lot more
coordination is expected to achieve similar sustainabilty at subnational levels. This progress
has been attributed to the combined impact of recent debt cancellation gains and tighter
controls of borrowingundertheAct.

With the modest gains recorded in recent years and if current efforts are sustained, the

prospects for the future are indeed bright and Nigeria can finally lay its claim to actually
being on the path to economic greatness.
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INSTITUTIONAL FRAMEWORK AND
BROAD OPERATIONAL MECHANISMS

CHAPTER 2:
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2.0 TheAct:

The Fiscal Responsibility At (FRA) is a set of rules embodied in legislat -~ commmzimg =]
tiers of government to fiscal prudence and sound finandal manz-=ment; greste
transparency and accountability in public finance; and improved inter-go . : mmental fis=
coordination to secure greater macroeconomic stability. The FRA was nitiatec 2s 2r
executive Bill by former President Obasanjoin 2004 and signedintolaw by 1= Late Presicert

Umaru Musa Yar’ Aduz in 2007. As defined in the Preamble of the Act, the cojectives o o
FRAareasfollows:

o Toprovide for prudentmanagement of the nations's resources

o Toensurelong-term macroeconomic stability of the national economy

o Tosecuregreateraccountability andtransparencyinfiscal operations

o Toestablishthe FRCtoensure the promotion of the nation's economic objectives

These objectives may be diagramatised as follows:

Auxiliary

Establishment of the FRC

Diagram 1: The objectives of the FRA
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2.1 TheCommission:

The Fiscal Responsibility Commission (FRC) is an independent body created under Part |,
Section 1(1) of the FRA to monitor and enforce the provisions of the Act, among other
functions.

2.2 Governance:

The Act provides for an eleven-member Commission headed by a Chairman, who is the Chief
Executive and accounting officer of the Commission. The Chairman and members hold office
for single term of five years. The Commission's membership includes four non-permanent
members drawn from the civil society, Federal Ministry of Finance, organized private sector
and organized labour, and one member to represent each of the six geopolitical zones in
addition to the Chairman, who are permanent members.On December 5, 2008, the following
members were issued appointment letters having been duly screened and confirmed by the

Senatein November2008.

Maiden Annual Report of the FRC 2009 // @
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2.2.1 Full-Time Members:

1. Alh, (Dr) Allyu Jibril Yelwa, OON
Chairman

2. Alh. Gimba Ya; uKumo
Commissioner, Finance and Administration

3. Chief (Barr) Chris Okewulonu
Commissioner, Legal, Investigation and Enforcement

4, Alh. Shualbu Abdullahi Kore
Commissioner, Monitoring and Evaluation

5. Dr. S.E.O. Mordi
Commissioner, Policy and Standards

6. Alh. Zakarl Mohammed Sada
Commissloner, Planning, Research and Statistics

7. Dr. (Chief) Adewumi Abitoye,
Commissioner, Strategic Communication
(Assumed duty 15/2/2010)

2.2.2 Part-Time Members:

8. Hajla, A.S. Yusuf
Representing Federal Ministry of Finance

9. Barr. Benson Upah
Representing Organised Labour

10. Alh. Abubakar Suleman
Representing Organised Private Sector

11, Debo Adesina

(The Commissioner representing Clvil soclety resigned for personal reasons)
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Figure 2: Organogram of the Fiscal Responsibility Commission
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esides the Office of the Chairman (comprising the Commission's Secretariat, I ~rnal Audit

and Press Unit), the Commission has been organized into six Directorates (unde e full-time

members) in accordance with an internal administrative structure already put in place to
operationalise the Act. Each Directorate has clearly delineated functions as shown in the diagram
below.

Diagram 2: The Six Directorates of the FRC and their Functions

¢ Investigates cases of
( \ o contravention of the Act
@ Liases with the Chairman's Office e Undertakes legal

as the operational hub of the representation  on behalf of
the Commission

Commission. ¢ Provides legal council on the
e The Directorate manages the Commission's work,
Commision's Fund. & Monitors cases related to the
o Ithandles human resource and mandate of the Commission,

/ o Drafts contracts and

agreements  between the
Commission

( Coordinates thh

planning activities of the
Commission (including
the strategic plan and
action plans) and

\ welfare issues, general

Finance Legal
& Investigation

Administration | & Enforcement

(0 Is con:erned\

with managing the
reputation and public
perception of the

Commission and conducts periodic reviews
developing and Ostorste irectorat of suchplans,
transmitting effective of Strategic FRC Dof Pollrc.y‘ ( It also develops w
messages on the Communications : & Standards

\\

Commission's work to
\Q' s gubh‘cs througb/

® Ensures that MDAs
comply with the fiscal rules
and constraints stipulated by
the Act especially as it relates
to the Medium Term
Exependiture Framework,
preparation of Annual Budget,
public revenue, savings and
asset management (Excess
Crude Account) and proceeds
\l@m sale and transfer of publi

Aor ate Directorate

of Planning, | of Monitoring

Research & &
Statistics Evaluation

®  Coordinates the
knowledge
management functions
of the Commission as
well as Information and
Communications

Technology (ICT) and
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Rules have been developed to specify the roles and | sibilities of the Cr nan and the
Commissioners. The Commission has developed guidz . =5 and procedures (- ding orders)
governingmeetings of the Commission's “Board”andits ueliberationstherein; 2 :/lasthe sub-

committees of the Board; their composition; and their roles and responsibilitie: = authorities
delegated by the Board tothe FRC's seniormanagement; a system ofinternalco:  sls;and FRC’s
modes of accountability to its stakeholders.

Diagram 3: Accountability and Governance at the FRC

|3

CSOs

National
Assembly

FMF

MDAs | | Labour Local Gowt

i 3. The FRC Board must
— account to the stakeholders

“as & whole'

FRC Executive Team

that the executive team is not
beholden to any particular
stakeholder lobby...and that ks
interests are aligned with that of

3
2. The FRC Board must ensure 5’
S
$
3]
<

the stakeholders “as a whole®

SOURCE: FRCINSTITUTIONAL REVIEW 2010
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2.4 The Mandate:

The Commission is mandated under the Act to “prepare
and submit to the National Assembly not later than 30th
June in each financial year; a report of its activities
including all cases of contravention investigated during
the preceeding financial year, and shall include in the
report its audited accounts for the preceding financial
year.” In line with Sections 2 and 3 of the Act, these |
activities shouldinclude:

o Compelling any government institution to
disclose information relating to public revenues
and expenditure

« Monitoringand enforcing the provisions of the FRA 2007 :

» Disseminating such standard practices including international good practice that will
promote more prudent and efficient fiscal and public expenditure management

» Undertaking fiscal and financial studies, analysis and diagnosis and disseminate the
resultstothe general public

» Conducting investigations to determine whether a person or organisation has violated
the provisions of theAct

» Compiling reports on such violations and forwarding same to the Office of the Attorney
General of the Federation for prosecution.

2.5 Commencementand Initial Operations:

OnApril 14, 2009, the Commission was inaugurated by the late President Umaru Musa Yar'Adua,
setting the tone for a new regime of responsible fiscal management in Nigeria.' (The
representative of civil society on the Commission withdrew after attending the initial meetings
for personal reasons, while the Commissioner representing the South-West geopolitical zone
was not appointed until February 2010). In the inauguration, the Commission assured the late
President Yar'Adua of its commitment to the vision and the strategic imperative below its
establishment.

The Commission also visited the National Assembly where it made similar commitments to the
Senate and the House of Representatives. Despite start-up operational challenges, as early as
April 23, 2009, the Commission defied the odds to announce the commencement of its
operations to its stakeholders, including all 36 state governments, the MDAs in the federal public
service, the 31 scheduled corporations, 24 commercial banks and other financial institutions
operatinginthe country.
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2.6 Personnel, Trainingand Staff Development:

The Commission took off with about twenty staff of various cadresand gr - 2, drawn from
relevant MDA to kick-start its operations, pending recruitment of full-t - staff. We are
currently working with a private consulting firm to recruit senior staff ¢+ various cadres
before the end of second quarter 2010. Management and staff of the Commission have
participated in a number of training programmes to equip them with relevant skills for the
task ahead. Commission members undertook a study visit of fiscal responsibility regimes in
Brazil, India and the USA. Some staff are currently participating in a capacity building on
financial management sponsored by the Government of India. The Institutional Review
process also diagnosed people, process and technology needs of the Commission and the
ensuing Strategic Planidentified priority training needs for the next three years.

Diagram 4: The triumvirate methodology employed by
FRC for institutional strengthening

Process

Technology |

@ Maiden Annual Report of the FRC 2009 /

CamScanner


https://v3.camscanner.com/user/download

L

i)
Rl PR

27 Office Space and Equipment:

On take-off, the Commission naturally had to grapple with the usual Institutional ineubation
cthallenges, some of which had to do with lack of stalf, offics accommodation and equipment
The Commission took off humbly from the private offica of a part-time member of the
Commission, In January 2009, it moved to the NACA Committae foom in the Office of the
Secretary to the Government of the Fedaration (O5GF). On Apnil 20, 3604 It relocated s
operations to a cramped space on the 6th Floor of Merit House, Maltama, and stz manths later,
the Commission moved into arented offica complax at 66 Crowthar Street, Asokoro, Abuja, Due
to financial limitations, the FRC is constrained to make the best of its present location, though
stillinadequate for full operations,

Office furniture, vehicles, and equipment such as telaphone, fax, intercoms, air-conditioners,
photocopiers, generator, shredders, refrigerators, store items, safes and computer hardware
have been procured. Contracts for services such as security, landscaping, cleaning, telephone
services have also been executed. ICT network Infrastructure will be procured as soon as funds

are available,

2.8 OurlinstitutionalContext/Stakeholders:

The FRCis a new organisation, taking its place within a complex web of institutions at the federal level
in Nigeria. To avoid overlap with other MDAs and ensure that the FRC's focus 15 on adding value, a
stakeholder mapping and initial process analysls of the Commission's partners in government was
conducted. This identified the following organisations as our primary stakeholders:

+  TheNational Assembly

s Federal Ministry of Finance

+  Office of the Chief EconomicAdvisertothe President

¢ Budget Office of the Federation

o Office of the Senior Special Assistant tothe President on MDGs

« National Planning Commission

¢ CentralBankof Nigeria

+  Office of the Accountant-General of the Federation

¢ Office of the Auditor General forthe Federation

»  Office of the Attorney General of the Federation

«  Revenue Maobilisation, Allocation and Fiscal Commission

¢ Securities and Exchange Commission

¢ State Governments and States Houses of Assembly

o LocalGovernments

¢ CivilSociety Organizations

¢ HNigeriaLabour Congress

+  Media

o Development partners (Including international development agencies
andinternational financlal institutions)

¢ Commercial Banks and other Financial institutions
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2.9 Collaborations and Technical Assistance:

The Commission has received support from various government ministries ina number of areas. For
instance, some staff of the Office of the Accountant General of the Federation were posted to the
Commissionto help organize the accounts unit under the Directorate of Finance and Administration,
while the Attorney General of the Federation and the Nigerian Police have also placed staff with our
Legal, Investigation and Enforcement Directorate. The National Information Technology
Development Agency (NITDA) provided software support for the ICT unit. The Office of the
Secretarytothe Government of the Federation provided the take-off office space and administrative
staff for the Commission, while the Federal Ministry of Finance extended a technical assistance
programme on financial management from the Government of Indiato the Commission,

During the year under review, the Commission also requested technical assistance from the UK
Department for International Development (DFID), the World Bank and the IMF. At the time of
reporting, negotiations are ongoing with the World Bank, while the IMF are yet to respond to the
FRC'srequest.

So far, the Commission has received invaluable technical support from DFID for the purpose of
conducting an Institutional Review of the FRC and developing a three-year Strategic Plan (2010-
2011). Consultancy costs for the exercise were also borne by DFID.
The Commission still seeks technical assistance for capacity building, development of a
communications strategy, ICT development, review of Excess Crude Account and conducting of
financial and economicstudies, amongotheraspectsofitswork.

FRC members building institutional partnerships and drawing lessons from fiscal governance experiences of other
federations - USA, Brazil, Canada and India
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PART II:

REVIEW OF MANDATES AND MILESTONES

CHAPTER 3
IDENTIFICATION OF MANDATES

CHAPTER &
MONITORING AND ENFORCING THE
PROVISIONS OF THE FRA

CHAPTER g
® OVERVIEW OF ACTIVITIES OF PUBLIC CORPORATION
UNDERTHE FRA, 2007 AND 2008 FINANCIAL YEAR
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IDENTIFICATION OF MANDATES

CHAPTER 3:
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3.0 IDENTIFICATION OF MANDATES

| he FRC's institutional review and strategic planning I
exercise identified seven strategic objectives for the |
Commission, distilled 77 red flags or “monitoring |
objects” which the Commission is expected to monitor at a |
specific action level under the Act. The resource requirements |
for executing these specific actions have also been analyzed if
and the Commission is working assiduously to determine level
of compliance onthese actions.

3.1 Strategic Objectives of the FRC

. To carefully monitor the flow of monies into and out of the Excess Crude Account
(\\ECA")

» Tomonitorand analyse the consolidated government's fiscal position.

® To monitor divergences between the MTEF, the budget submission and the final

annual budget-and highlightchanges which arefiscallyirresponsible orunrealistic.

. Commission ananalysis of the structure of taxes in the petroleumindustry
o To monitorthe consistency of monetary and fiscal policy
e To ensure that the budget deficit is calculated according to international best practice

andissustainable.
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At a broader level, however, the FRA requires the FRC to carry out 11e following
functions:

. Monitoringand enforcing the provisions of the FRAInthe follov. 1) areas;
a)  MediumTerm Expenditure framework
b)  Budgetpreparation,implementationandreporting
¢) Savingsandassetsmanagements (ExcessCrude Account)
d)  Debt,indebtednessand borrowing
¢)  Proceedsfromsalesof publicassetsand property
f)  Accountability andtransparency

+ Disseminatinggood fiscal practices

+ Undertakingand publishing fiscal and financial studies

« Performing any other function consistent with the promotion of the FRA's
objectives

+ Investigation of contraventions

Well begun is half-done-you may say - Commission members building capacity, gaining deep insights and underpinning
lessons - gathering the momentum for a smooth take-off

0 Maiden Annual Report of the FRC 2009 If
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MONITORING AND ENFORCING THE
PROVISIONS OF THE FRA

CHAPTER 4:
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MONITORING AND ENFORCING THE PROVISIONS OF THE F
&.2. Medium Term Expenditure Framework (MTEF):

2senshrmed mPart 1|, Sections 22-16 of the FRA, the Act mandates the Ministry of Finance (MOg)
o presare and lay before the National Assembly (NASS) the Medium Term Expenditure
Framework (MTEF). The MTEF conceives budgeting with more than one year in mind and formg
he 2sis for preparing programmes and projects in the annual budgets. It efficiently reconciles
needs wh availzble resources and allocates money to strategic priorities among and with
sectors. s the responsibility of the Commission under the Act to ensure that:

« TheMTEFstpulstionsmatchthosespecifiedinthe FRA

« The“mpuisareactuzllyreceived fromall designated stakeholders

« TheMTEF s presentad to FEC not later than the end of the 2nd quarter of each financa
year

« WNTEFiszpproved bythe NASS

« TheMTEZFhasbeenpublishedinthe Gazette

. TheMTEZFisaccessible onthe FMF website, electronic and print media

« Thereis2 wrmen explanation of any post publication adjustments to MTEF attestingto
the President'sapproval thereof

» Thzt suth changes are limited to corrections of manifest errors and/or changes inthe
fisezl mdicators which are deemed significant by the President.

Tme Commission in the year under review exerted pressure on the MOF for the time}
pregarzion 2nd submission of this 2ll important document which by the provision of Sectionsz
- 2% wzs o form the bedrock for the preparation of 2010 budget proposal. The Ministry relezss?
e WTEF dotument(2020-2012)on 20" July, 200g to the NASS and copied the Commission. The
nugrigmszrerefiectedintablesiand 2

@ Maiden Annual Report of the PR30

Exchange Rate

N147 -1 US dollar

ii |Oil Production 2.88Mbpd 2.275Mbpr
ii |Benchmark Oil Price USsso -
—— |Federally Collectible Oil N ;
od d Gas Revenye N3.540-47b0 oo e
v |Non-oil Revenue N1,696.18bn N1,836.06
Source: FMF
Table 2: Total Federal Government Expenditure (2020 - 20z
i |Statutory transfers N148.26bn N15g.86b
ii |DebtService Recurrent | N2g7.78bn N327.56b
i |MDA spending N2,676.31bn N2,922.5¢
iv. |Non-debt recurrent N2,816.32bn N1,98g.4
v |Capital spending N86g.00bn Ng33.10b
vi |Aggregate expenditure N3,222.325bn N3, 403.9
Source: FMF
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Table 1: Total Federally Collected Revenue

Exchange Rate

N147=1US dollar

(2010 - 2012)

N147 =1 US dollar

N147=1US dollar

Oil Production

2.88Mbpd

2.275Mbpd

2.443Mbpd

it |Benchmark Ol Price USs50 i
Federally Collectible OIl _

v _|ind s havanuis N3,540.47bn N4,117.41bn N4,519.36bn

v |[Non-oll Revenue N1,696,18bn N1,836.06bn N2,063.34bn

Source: FMF

Table 2: Total Federal Government Expenditure

(2010 - 2012)

; I | Statutory transfers N148.26bn N159.86bn N168.55bn

il |Debt Service Recurrent | N2g7.78bn N327.56bn N360.31bn
il |MDA spending N2,676.31bn N2,922.56bn N3,191.61bn
] v [Non-debt recurrent N1,816.32bn N1,989.46bn N2,179.19bn
-. v |Capital spending N869.00bn N933.10bn N1,012.41bn
vi  |Aggregate expenditure | N3,122,325bn N3,409.98bn N3,720.42bn
Source: FMF
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The document reviewed the 2008 budget considerably, partly
touched 2007 but did not capture 2006 at all. To this extent,
the submission did not conform fully with the provisions of
Part II, Section 11 (3)(a) of the FRA, 2007 which requires that
macroeconomic projections contained in the MTEF must be
based on an evaluation and analysis of the macroeconomic
projections for the preceding three years. Commission noted
this breach of the Act forinvestigationin 2010.

It is gratifying though to report that for the first time in
Nigeria's
history, the

“For the first time in Nigeria's history, FRC has made it possible for a Medium Tem
. . Expenditure Framework to become the basis fort*:
the FRC has made it possible for a prepparation of the Federal budget. The Commisse:

three-year Medium Term Expenditure isin communication with the states to facilitate t

y transition to a similar multi-year budget framew
Framework to become the ba.mf or the as consultation with states is a condition precedss

preparation of the federal budget”. ~ to the preparation of the MTEF as requirec &
FRC Sectionll(l)(a) of Act.

4.2.Budget preparation, implementation and reporting

Budget discipline is one of the core objectives of the FRA. For the first time, slothfulness in the cous:
of budget preparation, implementation, monitoring and reporting is being criminalized. Uncdar ==
Act, the FRCis expected to ensure the following:

*  Monitor the extent to which the MTEF is actually used to prepare the budget and that +:
Budget elements match those specified in the FRA. It also provides that the Commisse®
monitors the effective collection and remittance of all revenues

¢ Ensure that the BOF publishes its quarterly budget execution reports in the form prascrses
bythe FRA

* Ensurethatthe BOF publishesits quarterly budget execution reports within 30 days of the 2
of each quarter and makes same available in the mass media and available on the B
website; and the reports makes clear the extent towhich fiscal targetshave beenattaned

o Ensure that the BOF presents to the National Assembly, publishes and publicly dssememat®
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4.3 Revenue Monlitoring:

Pursuant to the Provision of Part IV, Sections 22-23 of the FRA, 2007 which mandates the
Commission to monitor and ensure that the revenue due to Government are properly
remitted as at when due, the Commission decided that the mandate be kick-started with a
select few, Accordingly, the Commission on 15" October 2009, wrote to ten (10) selected
MDAs to forward to It detalls of revenue collected by them up to the 3 Quarters of the year
2009, They were also asked to furnish evidence of remittance to the relevant government
accountortreasury asareindicated In table 3 helow:

table 3 Revenue collection of selected MDAs 151 - yrd quarter’s 2009

collaetion farastsard "Amount pald to™ 'Evidence of

Organization Quarters sN= treasury sN= payment
| [Federal Ministry of Health 36,768,504.53 36,768,504.53 ;{,S";(‘:rttgsne o
i |Vederal Ministry of Justice V0, 777,321.55 Nl Nil
i |ifaral Ministry of Forelgn — 5 356,335.97 23,399,325.97 | Nil
iy |Nigerian Television Authority | 2,609,778,800,00 Nil Nil
v |Cansorourd - 58,778,800,00 NIl NIl
Vi [hadera MY YO 6,833,157.00 6,833,157.00 Yes
Vil [cammission. """ 886,247,929 | 886,247,719.29  |Yes
viil |Nigerlan Immigration Service | 6,136,950,440.33  |2,264,438,641.56 [Nl
i |intarnational Alfairs (NiiAy | Bi943,235.00 Nil Nil
X |iietontomml” 8,845,000.00 Nil Nil

Some of the major revenue earning organizations like the Nigerian National Petroleum Corporation
(NNPC), Nigerlan Ports Authority (NPA) and the Nigerla Customs Service have not responded. The
Commisslon willin 2010 Investigate the lapses to ensure compliance, In the same token, the Commission
Is presantly investigating the MDAs that made partial remittances or have not remitted at all,

44 Neview Of Budget Implementation Report;

The Commission pressed for and eventually caused the FMF to commence the production of Budget
Implementation Reports (BIRs) the FMF accordingly released the 1" Quarter BIR to the Commission on
May 28, 2009, In the sama veln, the 2" Quarter BIR was released on October 13, 2009 about 45 days out of
time, while the 3" quarter BIR was released on 16" December, 2009 which like the 2* Quarter BIR was also
outoftime by about six weeks,
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4.4.1 15t Quarter 2009 BIR

Revenue:

The regort indicated 3 General underperformance as far as this component of the budget
concermedtowit:

o Ol revenve achieved a performance level of N18g.30 billion as against N242,27billior
projectedinthe 1’ Quarter;

o Non-oll revenue resources recorded Ngo, 6obillion as against Ni4. 20billion projected

o Federal Government Independent Revenue achieved N29.16 billion a5 against
N76.45billion anticipated;

o From the above, only the sum of N3og.osbillion was realized a5 against the
N6, 30billion required to fund the Federal Government Budget in the 1" Quarter of
2009, 2nd

s ThesumofNgg.osbillionwasrealizedfrom ExcessCrude payment

As noted earlier, the 1° quarter BIR was received by the Commission on
24" May, 2009 abous 28 days out of time, Though the report came ous
late, Commission was nonetheless glad that the process had started, Ay
shoun abene, the Commission studied the document and expectedly
ohserved a number of gaps as it was the first attempt by the Federal
Ministry of Finance to comply with Sections 30 of the FRA, 2007, In the
exercise of its powers under Section 3(1 )(a) and also by virtue of Section
0 of the Act, the Commission conveyed its observations on the 1% quarter
report as well as provided a format for the preparation of subsequent
BIR(1) to the Federal Ministry of Finance,

Expenditure:

s The sumn of Naoo.27billion was released to the MDAs during the Quarter under review

Out of this, N160 Zo billion was cash backed, However, only N33.20billion was utilized by
the IMDAs;

¢ TheMDAswereunabletoutilize the sum of N127.64billion;
o The 1 5t Quarter Report sampled only 7 MDAs covered by the 7 Point-agenda of the
Federal Government as against the about 65 MDAs covered by the Budget;

¢ The Ministry of Finance measured performance by the quantum of funds spent by the
MDAsinstead of other more tangible considerations orindices;

¢ TheMinistry of Finance relied almost solely on the figure and information made available
toit by the MDAs covered without anindependent verification,

° Malden Annual Report of the FRC 2009 /f
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4.4.2 2nd Quarter 2009 BIR

Revenue:

« The report indicated a general underperformance in the oil sector as tabulated
hereunder:

Table 4: Revenue from Oil Sector as presented in 2nd Quarter BIR

2™ Quarter Budgeted | Actual Collection Shortfall

item of Revenue Billion Billion Billion
Crude Oil Sales 923.21 831.45 91.76
ii Petroleum Profit Tax (PPT) 319.39 275.73 43.66
iii | GasSales 126.62 82.33 44.29
iv |GasTax 23.96 0.00 23.96
v |Royalties 159.71 137.57 22.57
Total 1,552.89 1,327.08 226.24

Source: FMF Pg 5 2nd Quarter BIR (BOF)

Non-Qil

+ In the same vein, the non oil revenue resources recorded 526.73 billion as against

N792.66 billiontargeted.
« From table 4 above only the sum of N1,845.81 -billion was realized as against

N2,345.55 billionbudgeted.
« ThesumofN49.52 billionwas realized as at June, 2009 from Excess Crude payments
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Expenditure:

. Asinthe1"Quarter BIR, the 2" Quarter BIR sampled only the Minis: s dealing withthe;
-pointagenda as against the about 65 MDAs covered bythe 2009 [' ‘Iget contrary toone
ofthe guidelines provided by the Commission in our letter No. FRC/ /" F/002/13 dated1q’
May, 2009 in response to the submission of 1" Quarter BIR by the Federal Ministry of

Finance.
The sum of N460.1 billion was released to MDAs by the end of the 2" Quarter and of this,
N449.88 billion was cash-backed for Capital Expenditure. However, only N193.0B billion was
utilized by the MDAs as shown in the table below:

Table 5: Budget Utilization by MDAs in 2nd quarter 2009

First Quarter
Release

2" Quarter
Release

Payment
Through

Total
Releases

Total Cash
-backed

Total Utilized

i [eleformaton [ gor gybillon | . ;"ﬁgz‘-“ NaBorgbilion  [Nigassbilon | 15 40%
i [Power 28,324, 87 billion Eﬁf‘oz.w " {;ﬁ?&?‘ﬂ‘” Ng8ap3sbiion [Ns78s7billion | 13.18%
i |respot | caq 85 bilion NE05020 | 1380528 |NRAS33 s josbllon (N6 abilon | 27.78%
iv |Health 03,633 45 billion :ﬁ;g?ag - mo'st’ Ni§1gs gubilon [Na72738bilon | 26.04%
v m ::m 26,887.32 billion m?g‘”'n = gﬁ%ﬁfiroz N6, 560 4abillon |N27,47567 bilon | 59 ©2%
vi |Education 2,622 07 billion :i”zr'go - Ellllhﬁc;:lnm Na6, 118 70 bilon N6,s8osibilion | 40.83%
vii [rcTa 3y egbilion [N29.04837 | :;3,"7;’5‘“ Ny cobillon [N22832 97bilon | 70.85%

m;wq 29,228 87 billon .10355’19 ;ﬁg:,s:..oe N130,484.06 billion |N4g,265.04 billion | 37.76%

Total Average Utilization (by all MDAS)

Source: FMF Pg 19 2nd Quarter BIR (BOF)

@

42.93%
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A cursory | comparative analysis of the ast and 2nd Quarter BIR(S) in respect of the Federal
Ministry of Works and Urban Development revealed that a number of projects at various

stages of completion reported in the 1st Quarter BIR were not captured in the 2nd Quarter
BIR. These projects are detailed in the table below:

Project

Contractor

Bulletine

| ContractSum.

N Billion

Status1®
Quarter |

Nasarawa - Abuja Road = NS L%
1 Construction Ltd D 81,235
Reh./Construction of ljebu Igbo-Avaroumi Kopec %
; . 5.71 79.7
2 |-Ife Sekona Road Section 2 Construction Ltd.
g Rehabilitation of Funtua —Yashi - Dayji, Miothartat L 562 57.59%
Kano State.
Construction/Rehabilitation of Mubi-Gella .
4 |Road, Adamawa State. Roads Nig. Ltd 2.253 56.12%
Rehabilitation of Kaura Namoda-Shinkaf
.02
5 |sabon Birni Road, Zamfara state. MotherCat Ltd 4
) Dantata & Sawoe
6 |Construction of Kano Western Bye-pass Construction 13.227 14.34%
Company| td
Rehabilitation of Obiozara-Uburu ;
7 |Ishaigu Road, Ebonyi State Setraco Nig. Ltd 7-89 34.72%
8 A!:uja-Abaji Boad, Section 1-Sheda Dantata & Sawoe | 11.23 -
Village Junction
g Apuja —Abaji Road Sg_ction Il, Sheda R.C.C Nig. Ltd 883 30.22%
Village Section - Abaji
10 |Kano- Maid'uguri Roed Section | - Dantata & Sawoe | 3., 7.04%
Kano —Wudil - Shuarin.
41 |Kano—Maiduguri Road, Section I Setraco Nig. Ltd 35.84 20.62%
Shuarin - Azare
o Kano - Maiduguri Road Section lll, MotherCat Ltd 29.1 14,56%
Azare — Potiskum

Source: FMF Pg 69 - 78 2nd Quarter BIR (BOF)
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It is the considered view of the Commussion that the 5" Quarter B shaid haye caf v

them since no progress report on therm was given in the 2 Cuarter Bife, Comensmen w
raised this critical gapwith the FMF for remedial action

The 2" Quarter BIR did not give any progress report on the Gurara Haterfirfigation grée=
being handled by the Federal Ministry of Agriculture and Water fasources for wiies fs o
of Na.76 billion was spent on Lots A&B of the projects even though the a5t Quarier B
revealed acumulative g7%and g% completionlevel,

. The 2 Quarter BIR did not give a progress report on a Federal Capital Teresar,
Administration project on the construction of a Roundabout, 205, Flyeser Britaes s
assoclatedworks atlsex/Road C1-AYA Junction,

’ l I-.__ e e -,:»_ R

Commission members bullding capacity and networks for the institutional developrment of sound facal qomesmwnc
in Migeria
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4.4.3 3rd Quarter 2009 BIR

Revenue:

Oil revenue performance indicated the following:

Table 6: 3rd quarter oil revenue performance (in Billion)

3" Quarter Budgeted' | "Actual Collection Shortfall
N'coo N'ooo

i Crude Oil Sales 1,384.82 1,135.04 2[’9_78
ii |Petroleum ProfitTax (PPT)| 479.09 444.06 35.03
i |GasSales 189.92 69.73 120.19
iv |Royalties 239.57 254.82 -
y | Others * 7.50 -

Total 2,293,.04 1,911.15 405.00

Source: FMF Pg 5 3rd Quarter BIR (BOF)

Maden frowsal Report of the FRC 2009 |/
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From the oil and non ol sources the sum of N80 17bn was realized in the J quaner s
against N8gs.8sbnestimated for the same period. Overall however, the sumof N2 4de
was realized for the three (3) quarters of 2009 as against the N2, 687.55bn budgeted for Te ]
same period. -
As for Excess Crude Payments, inflows into this account amounted to Nyppgbn a8 2
September, 2003.

Expenditure:

Asin the 1" and 2™ Quarter BIR, the 3" Quarter BIR sampled only MDAs dealngwith e >
pointAgenda contrary tothe guidelines provided by the Commiission,

The sum of N184,114.04 billion was releasad to the sampled MDAs by the end of the 3
Quarter and this was fully cash-backed for Capital projects. However, only N73 ard g3 dfian
was utilized by the MDAs astabulated below:

Table 7: Third Quarter Expenditure 2009 (in N' Millions)

Total Average Utidization (by all MDAS)

Source: FMF Pg 19 3rd Quarter BIR (BOF)

CAPITALWARRANT must; - m (:::u
wdom mm; REASE B unee
ER TR P93 47
i |Power PR3 & s 20 208 by l&?.ozélx SR B ‘5‘:
i [Transpot  Rsabn S8 KAy Ryfosad bgass FSANSl nay jw§
iv |Heath Lnuss aen00y hron8s krogyy  Ratazy hawred PRaIA fRgny [REE
v w 2000874 275729 (448938 [340789 oy fer2g POASRERY [N [t
vi [Educaton  porssds ASmst R3ady Kawsa:y  hosen hasnnds PR8N nsae an;
vilrea  pse ey fasase | R N
0,355 39 [Saa2124 | L34 104 04 PRI
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« Acomparative analysis of the 1", 2™ and 3" Quarter (BIRs) in respect to Ministry of Works,
Housing and Urban Development revealed that a number of projects at the various
stages of completion reported in the 1" and 2™ Quarter were not mentioned in the

Quarter BIR, Theyincluded:

Table 8:Project not mentioned in 3rd Quarter BIR

Contractor

Bulletine

Contract Sum
N Billion

Status v
Quarter

T S LT,

Nasarawa - Abuja Road = NS W2
. ConstructionLtd | 4% 82.23%
Reh/Construction of ljebu Igbo-Avaroumi Kopec
. 9.7%
2 |feSekona Road Section 2 Construction Ltd, | 7 d
Rehabilitation of Funtua - Yashi - Dayj,
3 |xanatiste MotherCat Ltd 5.62 §7.59%
Construction/Rehabilitation of Mubi-Gella
4 L Adeawt Susis. Roads Nig. Ltd 2,253 56,1206
Rehabilitation of Kaura Namoda-Shinkaf
5 |sabon Bimi Road, Zamfara state, MotherCat Ltd e i
. Dantata & Sawoe
g [Constructionof KanoWestemBye-pass | Construction 13.227 14349
Company| Lid
Rehabilitation of Obiozara-Ubury Nia. Ltd
7 |ishaiqu Road, Ebonyi State SetracoNig.Ltd | 2.8 34:72%
8 Abuja-Abaji Road, Section 1 - Sheda Dantata & Sawoe | 11.23 23.9%
Village Junction '
Abuja - Abaji Road Section I, Sheda
9 Village Section - Abaji R.C.C Nig. Ltd 9.63 30,220
Kano - Maiduguri Road Section | -
10 Dantata & Sawoe 04%
Kano -Wudil - Shuarin, 3 1%
1 [Kano-Maiduguri Road, Sectionll Setraco Nig. Ltd 35.84 20.629%
Shuarin - Azare
Kano - Maiduguri Road Section |l MotherCat Ltd 304
12 |Azare - Potiskum o .56%
Maiden Annual Report of the FRC 2009 j/
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g

. Itisthe considered view of the Commissionthat (112 3" Quarter BIR should have c2;*
them since no progress report on them was given in the 2" Quarter BIR. The FRC accer?-

raised thisissue tothe FMF,

2010 BUDGET: By virtue of Part|, Section 3(a) of the FRA, 2007, the Commissionin the precs:
year drew attention of the Federal Ministry of Finance on the need to ensure timely comp=
of year 2010 annual Federal Government budget proposal that would be anchored or
provisions of Part lll, Sections 18 - 19 of the FRA, 2007. Happily, the Budget proposal wast~
laid before the National Assembly (NASS) last year.

A.  The main highlights included the following:

1) Aggregate expenditure of N4.079 trillion comprising of;
a. Statutory transfer N180.28 billion
b. Debt service Ns17.07 billion
¢. Recurrent (non debt) N2.011 billion
d. Capital expenditure Na1.370 billion

ii.) Macro Economic Assumptions:

a. Oil production 2.088mb/d
b. Benchmark oil price $57

¢.JVC $5

d. Exchange rate N150

e. Growth rate 6.1%

f. Targeted inflation 11.210%

II)  Projected Revenue [Expenditure
Total revenue forecast for the Federal Government in 2010 was N2.517 trillion
while the aggregate expenditure of N4.079 trillion was broken down as stated i
sub-paragraph (l)above

IV.)  Growth rate was pegged at 6.1% while it was hoped that inflation will be
controlled within 11.2% target.

A cursory comparism of the macro-economic projections in the MTEF and the projectiaes

the 2010 budget reveals a number of variations as in the table below:

S/N ‘ Macro Economic Variable T[ MTEF | 2010 Budget
S SV— ) | _Projection
1| Headline nflation | tom% Tk
2| ExchangeRate | N147 { Niso

| 3 ' Benchmark Qil Price | ssom | 857
4 | Protected Crude Oil Product i 2.088 bpd !

The Commission will undertake a study of the 2010 budget proposal with a view t:
determining the extent of compliance with the relevant provisions of the FRA 2007 and ¢t
extant rules in the succeeding year.

@, Maiden Annual Report of the FRC 2004
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4.5, Savings and Assets Managements (Excess Crude Account)

Prior to 2004, the Nigerian economy was characterized by a high degree macroeconomic
volatility, driven largely by an over-reliance on oil export earnings, weak fiscal discipline and a
transfer of oil earnings fluctuations directly into the domestic economy. In order to maintain
macroeconomic stability and reduce volatility, government moved to de-link public
expenditures from oil revenue earnings by introducing an oil price-based fiscal rule. Adopted in
2004, this rule is a political agreement between all tiers of government that provides for an
allocation of ol revenues based on a budget oil price and volume of production. Oil revenues in
excess of the budgeted price and production are transferred into an Excess Crude Account (ECA)
at the Central Bank, The ECA was designed to increase savings as it was to be drawn upon only if
actual oil receipts fall short of budgeted amounts and ensure intergenerational equity. The ECA
has experienced excessive pressures due tounclear procedures for drawing on this account.

One of the tools provided in the Act towards the achievement of this lofty aim is the provision for
the management of Excess from the expenditure profile of Government of the Federation as
providedinSection3s(1)- (7).

In the exercise of powers vested on the Commission by the FRA 2007, the Commission in May,
2009 requested the status of the ECA. The CBN accordingly obliged and the statement
covered the period of 1 st January to 3" April, 2009. The Commission examined the statement
and noted a number of grey areas consequent upon which it sought clarification from the
Ministry of Finance. Given the critical nature of this account for the stability of our nation's
economy, the commission will undertake a detail study of operations, management of the
account and feasibility of establishing a sovereign wealth therefrom

Maiden Annual Report of the FRC 2009 // °
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4.6, Debt, Indebtedness and Borrowing:

For the purposes of monitoring, enforcement and verifying compliance with the provisions ¢f
the Act on debt management, the Commission adopted the procedure and process whics
includethe following:

« Identification of the relevant partners and stakeholders such as the Federal Ministry
of Finance (FMF), DMO, CBN, Securities and Exchange Commission (SEC), other
Federal MDAs, States, Local governments, the 24 commercial banks in Nigeria and
the National Assembly (NASS);

» announcement of the existence and commencement of operation of the FRA ang
FRC to the partners and stakeholders in writing with a copy of the Act enclosed,
requesting them to implement, and comply with the provisions on the management
of publicdebt;

« call for reports, returns and information on compliance with the provisions on public
debt;

« with respect to setting overall limits to consolidated debt and maintenance of
database on the debt of the Federal, State and Local Governments, the FMF was
requested to provide the limits as approved by the NASS while the DMO was
requested to furnish the Commission with the stock of debt as stipulated by law for
verification;

+ the 24 commercial banks in the Federation were written to obtain proof of
compliance withtheAct on public debt before extendingloanto any government;

« writing to all 36 Governors and the Minister of the Federal Capital Territory, FCT to
comply withthe provisions ofthe FRAon public debt management;

+ processing of the records, returns and information from the partners ang
stakeholders to verify, assess the levels of compliance with the provisions and
suggestremedial courses of action where necessary.

a Maiden Annual Report of the FRC 2009 /f
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FRC linking Nigeria's fiscal responsibility governance to international best practice and
standards through shared knowledge and institutional collaborations and partnerships

RESPONSES: Only the DMO made responses on the management of public debt. The letter
addressed to the FMF on setting limits to debt was treated by DMO as the agency responsible
for the management of the national debt. After the examination of the returns, reports and
information from the DMO, the followingissues on public debt management came into light.

QUARTERLY CONSOLIDATED DEBT: It is not possible to determine, on quarterly basis, the
consolidated debt of each tier of Government for the reasons that:

I. the setting of overall limits on consolidated debts of the Federal, State and Local
Governments by the Executive and Legislature underSection 42, Subsection (1) and (2) of the
FRA, 2007 hasnot beendone;

i) debts are from many and various sources and seem to be consolidated and
serviced once orthereaboutinayear, hence, itappears difficult to give reliable figures quarterly;

iii) the figuresforthe domestic debtof the State Governmentsare notavailable;

iv) although the Local Governments do not contract external loan, their figures for domestic
debtsare notavailable.

The table below shows the stock of external debt owed by the states of the Federation and the
FCT; and the federal government as at 31" December, 2008 and 2009 (inUS s)

Maiden Annual Report of the FRC 2009 // 0
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Figure 4
Etarnal debt owed by the states of the Fedaration and the o, « federal goverme
at 31" December, 2008 and 2001

3,500,000,000 00 {

i
1,0060,000,000 00 ‘Ir
2,500,000,000 00
2,000,600.000 00

1,500,000,00000

1.000,000,000.00

SO0,000, 000 00

fHhon t
Shates and pee ron

Table g; Erternal debt owed by the states of the Federation and the FCT; and the
Fedaral Government as at 31" December, 2008 and 2005 (US Million Uf)“dr'))

$2,059,862,223.65 2,326,588, 55}

$3,720,360,400,00 $ 3,947,301,39
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DEBT SUSTAINABILITY ANALYSIS 2009:

Each year, the DMO analizes the ability of Nigeria to
sustainits debt burdeninthe short, medium andlong-term
basis. The 2009 DSA was carried out by the DMO between
27 May and 17 June, 2009, in conjunction with the FMF, |
CBN, Budget Office of the Federation (BoF), National |
Planning Commission (NPC) and the West African Institute |
for Financial and Economic Management (WAIFEM) based |
on the IMF /World |
B a n k ‘Ajl the governments that template.
T h e porrowed from external and ~3nalysis was

basedon . three
internal sources from

scenario s, namely;

the Basic August,'2007 toD ecem{)er, Scenario, )éountry Specific Optimistic Scenario
a n d 2009did not comply with  couyntry Specific Pessimistic Scenario. The period
0 f the conditions for analysis covered 2009 - 2029. For lack of adequate
data, borrowing” states were not covered in the analysis. The DSA
showed that Nigeria can sustain its debt in the short and
medivm _ paro Report term period under the baseline and country
specific optimistic scenarios. Nigeria's current borrowing
stands under 15% compared with the expected 40% of its

GDP in line with best international practices. Accordingly, the DSA recommended that "the
borrowing limit for all the three tiers of government for year 2010 would be USS5.8gbillion from
external and N1,325.7 billion from the domestic sources respectively.

QUARTERLY PUBLICATION OF NON-COMPLIANCE: T
As no limits have been set on consolidated debt of the p !
Federal, State and Local Governments, it is not possible to
publish quarterly, a list of the Governments that have
exceeded the limits of consolidated debt, indicating the S.&
amount by which the limit was exceeded.

VERIFICATION OF COMPLIANCE WITH CONDITIONS FOR
BORROWING:

All the Governments that borrowed from the external and
internal sources from August, 2007 to December, 2009 did
not comply with the conditions for borrowing. Records from the DMO covering external loans
contracted between August 2007 and December 2009, indicates that 32 external loans
obtained within the period amounting to USs1,899,594,993.02 did not comply with the
conditions for borrowing under Section 44, Subsections (1) and (2) which require
specification of the purpose of the loan; production of a cost-benefit analysis of the loan;
priorauthorization of the loan by the Federal and State legislatures; and that the proceeds of
borrowingshall be solely applied tolong-term capital expenditure.

Maiden Annual Report of the FRC 2009 // o
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Our analysis also indicates a possible duplication of - 12 loan instrument;,
tune of USs425,600,000.00. Further analysis also  =ms to suggest t;
Federal Republic of Nigeriais the only borrowerof all = 32loans. This may,
true because while only the FRN can borrow outside i+ jeria, it usually on-s,

the Statesand FCT.

The seeming gaps such as duplications, non-compliance with the condity
borrowing and the apparent implication that the FRN is the sole borrower ¢/;
external loans between August, 2007 and December, 2009 needs to be investg:
2010. The outcome of such investigation will be included in the Annual Rey,

2010.

Proceeds from sales of public assets
and properties:

By virtue of Part Xiil, Section 53 of the FRA, 2007
the Commissionisempowered toinquireintothe
sale or transfer of public properties and rights
over public assets and also to ensure that the
procesds realized are not used to finance
recurrent expenditure and debt expenditure
except liabilities directly charged against such
properties or assets.

The Commission accordingly since October,
2003 opened a channel of communication with
the Office of the Secretary to the Government of
the Federation, the Presidential Implementation
Committee and the Bureau for Public
Enterprises to obtain the details of the proceeds
realized from them. The aim is to determine the
proceeds realized, where or how it is being kept
and whether the manner the proceeds are being
handled is generally in conformity with the
Provisions of the FRA, 2007. As atthe end of the
year under review, the reactions of these
organizations have not been received. The
Commission is thus in the process of setting
the necessary machinery to compel these
organizations to provide it with the details it
hasrequested for.

Enhancing accountabiii
transparency:

Over the past year, the Commiss:
worked to ensure the transparency o
intentions and the fiscal effects o ;
policy as provided by the FRA 2ca7 ™
also seeks to facilitatate parliament
public scrutiny of economic anc*
information and plans.

In order to promote @ more transpars”
accountable fiscal regime at zi ==
government, the Commission nas
monitoring entities under its pune
ensure that deadlines and data accs
requirementsare metinthe following:

. Ensure that the BOF pubise
quarterly budget execution =
inthe form prescribed by the™

. Thatthe BOF publishes its qu&”
budget execution reports #*
daysoftheend of each quan®

' Maiden Annual Repert of the FRC o
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« Thatthe quarterly budget execution reports
are published in the mass media and
available onthe FMF website

« That the reports makes clear the extent to
whichfiscaltargets have been attained

« That the BOF publishes its annual
consolidated budget execution report within
6 months of the end of the financial year

. That the consolidated budget execution
report shows implementation against both
financialand physical performance targets

« That the consolidated budget execution
reportis submitted to the National Assembly
within 6 months of the end of the financial
year

« That the consolidated budget execution
report is disseminated to the public within 6
months of the end of the financial year

4.7.1 Undertakingand publishing fiscal and financial studies:

In accordance with Section 3(1)(a), the FRC commissioned three studies on contemporary
fiscal and financial issues directly touching on the growth of the nation's economy. This
function is being executed under the Commission's Directorate of Planning, Research and
Statistics. The first two have already been executed and draft reports submitted to the
Commission, copies of which have been forwarded to the National Assembly and the
Federal Ministry of Finance. The third study has only just commenced and is expected to
be completed before the end of August 2010. Theyinclude:
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4.7.1.1 Appraisal of the 201
Budqet Progasal:

This was undertaken to detzrmine to what
extent the propeosals complied with
pravisions of the FRA 1007, examine whether
or nat the paolicies informing the budget
propesal are capable of achieving major
nationzl cbjectives of econcmic stzbility,
wezlth creation, paverty reductian,
employment creation, sustained ecoromic
diversification and enhancing nen-ail sector
qgrowth as well 25 make recommendations to
the Executive znd the Maticnal AssemEly
based onthefindings.

4.7.1.2 The 2006 Second and Third
Quarter Budget Implementation
Reports(BIRs):

This study measured the degree of
compliance of these regents to the pravisions
of the FRA 2667 and the templates farwarded
to the Federal Ministry of Finance by the FRC,
and qather facts as 2 prelude to possitle
further investigation and consideration of
macroeconomic highlights, revenue
highlights 2nd submissions in resgect of
espenditure.

4.7.1.3 Federal Government Five-
Year BudqgetImplementation Study:

This study scught to estatlich the physical
and financial extent of bBudget
irmplementation annually and to review the
rrerits and othermise of the pregaration and
implementation process with a view to
determining the constraints to Budget
implernentation and progosing corractive
actions.

4.7-1.4. Future sty

Other stucies haye a0 oy sesn ined 557
exgetion in 3616, Amorg MhiCh T3 FEA
of the Excess Crude pocart (E02)7 Wit
had been idertfed r the FRCs St
Plan as a critical ‘quick win' sty 2
recent debatas on tre rules qoverning =
ECA and past sbuses which curms=ns
threaten to comprormise the jery s
for the ECA, herce tre resd o geneZs
clarity azround the issues Cther s
commence studies zre on The Ezoneme
and Sacial impact of Privatization” and 1=
Irmpact of Goverrrrert Polices on PowesT
Allenation”.

4.7.1.5. Investigations

The Legal, Investigation and Enforczmens
Directorztz units fiave Ceen 80 uo e
officers posted from the Fedarzl Mimery =
Justice and the Nigeran Policz. It nuaves
in praviding cetziles arzlyseson e eve s
comgpliance with the FRA by varous
corparations 25 well 25 producng reoarts s
such investigations. Tre Commicsan 7=
decided to commence investgation st
resgectto thefollowng Corparations

i. Maticnal Sugar Develcpment Camnc

(MNSDC)

ii. Maticnzl Comrnurmication Cammmssicr
NEC)
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4.0, Other Fonctions of the Commission;

Ihe I RA empowers the Commission to perform
any other function consistent with the
promotionofits objectives,

400, Legal Roles:

During the year under review, the Legal,
Investigation and Enforcement Directorate has
provided legal opinion on diverse subjects
pertaining to the Commission, It has also
defended the Commission in a pending suit No,
FHCIABNCS/671/09 (Charles Musa & CoVs, Fiscal
Responsibility Commission), The Directorate is
also monitoring another matter (Malachy
Ugwummadu Vs, President Federal Republic of
Nigeria, Minister of Finance and Attorney
General of the Federation,) Although the
Commission is not a party to the latter suit, its
interest in the matter lies in the fact that the suit
is almed at strengthening budget monitoring by
seeking, among other things, to compel the
Federal Government to Iimplement the
Appropriation Act 2009 and asses the
attalnment of fiscaltargets,

The Directorate also provided advice on the
Commission's approved treshhold under the
Public Procurement Act, the Investigative and
Compulsive Powers of the FRC and a technical
submission to the House Committee on Loans,
Ald and Debt Management on the proposed "Bill
to Repeal the Debt Management Office
[Establishment] Act No, 18 of 2003” and Re-
enact the “Debt Management Office and
Related Matters 2009”, It is also takes the lead In
drafting agreements between the Commission
and Its procurement agents and iIn
collaborations with states' governments in the
development of their fiscal reponsibility
legislation,

i mie o tha l:qc 2004 Il

48,2, Strengthening Fiscal Respon«
atthe State Level:

For the Fiscal Responsibility Act to be fully
effective, the reforms which it introduces
must also be adopted at state level, Section
54 of the Fiscal Responsibility Act 2007 vests
the Federal Government with the power to
assist states and local governments to
manage their fiscal affairs within the
medium-term framework, It states that “the
Federal Government may provide technical
and financial assistance to states and Local
Governments that adopt similar fiscal
responsibility legislation along the same
lines as this Act for the modernization of
their respective tax, financial and asset
administration,”

Facilitating a complementary fiscal
responsibility regime at the state levels is
important because state governments
control around 50% of the public
expenditure and, according to the
Constitution, have the primary
responsibility for delivering core public
services, However, a 2005 review of the
States Economic Empowerment and
Development Strategies (SEEDS) by the
United Nations Development Programme
(UNDP) showed that an ad hoc approach to
budgeting by the states had led to a
mismatch of spehding plans and allocated
resources, The review found that there is
little or no effort at the state level to set
realistic budgets and adhere to them. Italso
concluded that very little technical analysis
went into the establishment of spending
priorities.
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For instance, the study found that state
governments seldom based their selection of
investment projects on a cost-benefit analysis
which compared these projects with alternative
options. As a result of this chaotic situation,
projects that had little chances of receiving funding
were budgeted while some that were budgeted for
failled at the implementation level because of
wrong prioritization. Many states have also
indulged in iresponsible borrowing patterns
leaving huge debt burdens for their successors to
handle.

Our interventions at the state levels are therefore
aimedat:

« Ensuring transparency of policy intentions
and the fiscal effects of public policy;

« Ensuring sound fiscal management at both
the stateandlocal government levels;

« Standardizing the planning and control of
publicexpenditure;

« Facilitating parliamentary and public
scrutiny of economic and fiscal information
andplans;

« Bringing 2 long-term (through MTEF) as
well asannualfocustobudgeting;

+ Minimizing risk and fluctuations in
government fiscal operations

+ Makingstate'sdebtsustainable

FRA, 2007

The Commission has entered into
communications with all 36 states of the
federation on the need to comply with the
terms of the FRA 2007. The Commission has
also sensitized with the commercial banks to
ensure compliance with the FRA rules on debt
and loans for states. We are facilitating the
states' transition from the current discretionzl
system to a rules-based fiscal regime
anchored on legislation. For instance, upon a
request for assistance, technical assistance
was recently provided to Kebbi State Fiscal
Responsibility Council in reviewing its draft
bill.

The credibility with which you perform your
duty and the much anticipated outcome of fiscal
space created by prudent utilization of public
resources would provide a big push in the State
Governments desire to speedily establish similar
institutions. This is very necessary as the Federa!
Government controls less than fifty percent of all
federally collectable revenues and there are als:
internally generated revenues which are outside
the jurisdiction of the Federal Government. Is
this regard, whilst trying to establisk
institutional credibility, your Commission
also has a lot to do in forming strategi
partnerships to get other tiers of governmen
subscribe to this framework on their own. -
President Umaru Musa Yar'Adua
at the inauguration of FRC
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OVERVIEW OF ACTIVITIES OF PUBLIC CORPORATIONS
UNDER THE FRA, 2007 AND 2008 FINANCIAL YEARS

CHAPTER 5:

Maiden Annual Report of the FRC 2009 // o
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Overview of Activities of Public Corporation Under The FR/
2007 and 2008 Financial Years

5.1. Background:

The Fiscal Responsibility Act, 2007, under its PART IV - Budgetary Planning of Corporations
and Other Related Agencies, provides that corporations should prepare and submit to the
Minister of Finance their projected three year estimates of revenue and expenditure, annya!
budget and projected operating surplusin line with acceptable accounting practices. The Act
further requires the Corporations to establish a General Reserve Fund and allocate thereto, at
the end of each financial year 1/5 of its operating surplus of that year. The balance of 4/5 of the
General Reserve Fund isrequired to be paid to the Federal Government. The Corporations are
also required to prepare and publish their audited financial report for each financial year not
laterthanthe 1" quarter of the subsequent year.

Section 24 of the FRS provides that the Act shall cease to apply to any of the Scheduled
Corporations from the date of its privatization. Under the Schedule to the Act, containing the
list of corporations, it is provided that any other Corporation, Agency, or Government-owned
company may beincludedinthe list by the Minister through alocal notice.

The Commission accordingly by its letter of 4" June, 2009, requested the Corporations to
commence the implementation of the Act, if they had not done o, and to brief the
Commissionon the levels of their compliance.

In particular, the corporations were requested to submit to the Commission the following

a~ Maiden Annual Report of the FRC 2009 /
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i) Annual Reports, including the audited The Commission is therefore left with the

Financial Reportsfor2007and2008.  following 24 corporations to monitor as
i) Approved Budgets for 2008 and follows;
2009;and i) Nigerian National Petroleum
iii) A copy of the law establishing the Corporation;
corporation. ii) Nigerian Deposit Insurance
Corporation;
The Bureau of Public Enterprises informed i) Bureau of Public Enterprises;
the Commission in August, 2009, thatseven  iv) National Agency for Science and
(7) Corporations had been privatized. The Engineering Infrastructure;
privatized Corporationsare: v) Nigerian Social Insurance Trust Fund;
i) National Clearing and Forwarding Vi) Corporate Affairs Commission;
Agency; vii) Nigerian Airspace Management

ii) NigerianUnityLine;

iii) Nigeria MiningCorporation;

iv) NigeriaRe-insurance;

v) NigerDockNig.PLC;

vi) National Insurance Corporation of
Nigeria; and

vii) NigeriaRe-insurance Corporation.

Agency;
i) Nigerian Shippers Council;
ii) Nigeria Maritime Administration and
Safety Agency;
iii) Raw Material Research and
Development Council;
iv) Nigerian Civil Aviation Authority;
v) National Sugar Council;
vi) Nigerian Postal Service;
vii)Nigerian Ports Authority;
viii)Federal Airport Authority of Nigeria;
ix) Security and Exchange Commission;
x) Nigerian Telecommunication;
xi) National Automotive Council;
xii)Nigerian Tourism Development;
xiii)National Communication Commission;
xiv)National Agency for Food and Drug
Administration and Control;
xv)Nigerian Custom Service;
xvi)Federal Inland Revenue Service; and
xvii)Central Bank of Nigeria.
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Response By The Corporations
Of the 24 Corporations under monitor by the Act, the
following did not respond to the request off the
Commission;
i) National Agency for Science and Engineering
Infrastructure;
i) National Maritime Authority (now Maritime
Administrationand Safety Agency-NIMASA);
iii) NigerianTourism Development Corporation;and
iv) NationalAgencyforFood and drugAdministration
and ControlAgency (NAFDAC).

Evaluation of Compliance by Corporations

undertheAct |
Going by the responses from the Corporations, it is safe
to say that 4 of the Corporations did not show evidence
of compliance. Although the other 21 corporations have
started to comply, their levels of cooperation vary.
Details of their compliance are summarized in Tables 1 -

240onthe nextpage:
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Table 10.1:Nigerian National Petroleum Corporation

NO | ITEMS REQUIRED INFORMATION
| Name of Corporation Nigeria National Petroleum Corporation
Il | Enabling Law Nigerian National Petroleum Corporation Act No. 33,197
Il | Approved 2008 Budget Submitted
IV | Approved 2009 Budget Submitted
V | Financial Report for 2007 Submitted. But signed December 2, 2008. Submitted
behind schedule
VI | Audited Financial Report 2008 Not ready - not submitted
Vil | Establishment of General Revenue Not Provided
Fund
Viil | Evidence of:
a) MTEF 2010~-2012 | Supplied
b) Annual Budget 2010 | Not available
IX | Action takenby FRC Written to explain the reason for operating at a loss; and
to submit audited domestic Report for 2007
X | Response by NNPC Instead of explaining the loss they required definition of
domestic report
Xl | PresentPosition There has been no further development. Actionis still
pending

Table 10.2:Nigeria Deposit Insurance Corporation

NO | ITEMS REQUIRED INFORMATION
I Name of Corporation Nigeria Deposit Insurance corporation
Il | Enabling Law Nigerian Deposit Insurance Corporation Act 2006
Il | Approved 2008 Budget Submitted
IV | Approved 2009 Budget Submitted
V | Audited Financial Report 2007 Submitted by on30/6/08 instead of 31/08/08
VI | Audited Financial Report 2008 Not submitted
Vil | Establishment of General Revenue Established
FU"L;
VIII | Payment 4/5 of operating Surplusto
the Federal Treasury:
a) 2007 Financial
Year Paid N1,763,740,000
b) 2008Financial
Year
Paid Ng,4 43,542,000
IX | Evidence of
) MTEF20r0—2012 Net-Submitted
b) Annual Budget Not submitted
X | Action taken by FRC Actionpending
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" REQUIRED INFORMATION

NO | ITEMS
| Name of Corporation Bureau of Public Enterprises
Il | Enabling Law public Enterprises (Privatisation &
Commercialisation) Act 1999
1t | Approved 2008 Budget Submitted
IV | Approved 2009 Budget Submitted
V | Audited Financial Report 2007 Not submitted
VI | Audited Financial Report 2008 Notsubmitted = 77>~ R 3
Vil | Exsblshment of General Revenue | Not established
Fund

Vil | Evidence of MTEF of:

a) 2010-2012 None

b) Annual 2010 None

Budget

iX | Action takenby FRC Written to request for response —no reply
X | PresentPosition: Action pending fromboth parties

| REQUIRED INFORMATION

10.4:National Agency for Science and Engineering Infrastructure

NO | ITEMS
| Name of Corporation National Agency for Science and En gineering
g o . . lUnfrastudture
il | Enabling Law Not submitted
(it | Approved 2008 Budget Not submitted
iV | Approved 2009 Budget Not submitted
V | Audited Financial Report 2007 & Not submitted
2008
VI | Audited Financial Report 2008 Not submitted =
VIl | Establishment of General Revenue | Not established
T B B A R S N RN R
Vil | Evidence of MTEF of:
a) MTEF2010-2012 | Notavailable
b) Annual 2010 Not available
Budget
1% | Action takenby FRC Written letters and about 2 reminders
% | Response Nil

A

Present Position:

Matters pending
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1] Insurance Trust Fund

ot ey &

_REQUIRED INF ORMATION

ITEMS
"I__| Name of Corporation | Nigeria Social Insurance trust Fund
"1 | Enabling Law Nigeria Social Insurance Trust Fund (Decree 73 of |
1993) |
i | Approved 2008 Budget | Not submitted
Iv | Approved 2009 Budget | Submitted |
VI | 2007 Financial Report | Not submitted i
[—\,T | 2008 Financial report | Not submitted b 1
'Vl | Establishment of General Revenue 1 Not submitted i
} Fund l 3
VIl | Evidence of MTEF of: | J
' a) MTEF2010- 2012 ‘ Not submitted '
i N ) Annual 2010 Budget | Not submitted 5]
l VIIl | Action taken by FRC ' Written letters for requesting for compliance ]
| with FRC l
A AR 1 i
IX | Response | Nil 2
b—: Present Position: | Action pendingon both parties ]
Table10.6: Corporate Affairs Commission
NO | ITEMS REQUIRED INFORMATION &
| | Name of Corporation Corporate Affairs Commission |
Il | Enabling Law Companies & Allied Matters Act 1990
Il | Approved 2008 Budget Submitted
IV | Approved 2009 Budget Submitted
V | Audited 2007 Financial Report Submitted on 18/4/2008
VI | Audited 2008 Financial Report Submitted on schedule 1
VIl | Establishment of General Revenue | Establishedin 2008
Fund
VIl | Evidence of MTEF of: |
a) MTEF2010-2012 | Notavailable ]
b) Annual 2010 Notavailable
Budget
IX | Paymentof 4/5 of Operating Paid N826.3m for 2007
surplus N3b in 2008
a) 2007 |
b) 2008 !
X | Action takenby FRC Wrote tosay that there was under payment, and
to pay more
Xl | Response Queried the basis for computation
Xl | Present Position: - Action pending !
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REQUIRED INFORMATION

{ ! A E Ayl niy ~E
:Federal Airport Authority of Ni

I

geria
g

| REQUIRED INFORMATION

NO | ITEMS
| Name of Corporation National Autemotive Council
M Enabling Law National Automotive Council Decree | of 1993
il | Approved 2008 Budget Not submitted
IV Appréwed 2009 Budget s Subrnmed (see Pp. 35 1,1 L of file) | PREEETTE
v | Audited 2007 Financial Report ‘Submitted. Itwas sngned on 28/10;": \é, r—e7
months behind deadline
vi | Audited 2008 Financial Report N ot submitted
Vil | Establshmentof GeneralRevenve | Notdone 5 F AR
Fund

vill | Paymentof Operating Surplus: Paid but made loss

a) 2007:Paid Investigate whatactually happened.

b) 2008:Nil
IX | Evidenceof MTEFof:

a) MTEF Submitted

b) Annual2010 Budget | None

proposal Paid

c) Paymentofoperating
el MR R S RUIRISEEREIE Cova el o Ja s e bl i S R P e
"X | Action takenby FRC: Wrote to the Council pointingout the breaches

___________________ and demanding corrective action

"Xi | Present Position: In response to FRC's letter, the National

Automotive Council paidits 2007 operating
surplus and communicated same to the
| Commission on 23" November, 2009

Name of Corporation

Federal Airports Authority of Nigeria

Enabling Law

Federal Airports Authority of Nigeria Act, Cap.

Fs5, Laws of the Federation of Nigeria

il

Approved 2008 Budget

Submitted

Awaiting FAAN's response

(55

iV | Approved 2009 Budget Submitted
V| | Audited 2007 Financial Report Submitted. Itwassigned on 28/10/2008, i.e.7
months behind deadline
VI | Audited Financial Reportfor 2007 | Submitted (signed onJune 24, 2009 —i.e, 15
¥ months late)
V]i ud!ted Fmanqalﬁ&gport for2008 | Notsubmitted % y
Viii | Establishmentof General Revenue | No evidence that it was done
Fund g £ i
IX | PaymentofOperating Surplus
a) 2007:Nil-
Reported loss
: ~_b) 2008:Nil_
X Evidence of MTEF of:
a) MTEF Notdone
h) Annual 2010 None
i ~ Budget proposal
X1 | Action taken by FRC: Wrote to FAAN in August 14, 2009 pointing out
the infractions and requesting immediate remedy |
Xl | Present Position:

Maiden Annual Report of the FRC 2009 |
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_REQUIRED INFORMATION _

"1 | Name of Corporation Nigerian Telecommunications Plc i
1 | Enabling Law )

il | Approved 2008 Budget

IV | Approved 2009Budget
V | Audited 2007 Financial Report

i e — e e At

Vil | Audited Financial Report for 2008

| Except for 2010 budget, other items are not

ﬂ application because the organsation was
Vi_| Avdited Financial Report for 2007

| privatised in the period covered

Vil | Esablshment of General Revenue

= Jfond o o

X | Evidence of MTEF of:

a) MTEF

b) Annual 2010 Budget
proposa

¢) Paymentof

operating surplus

X | Action takenby FRC:

' Xl F—’_resent Postion:

- FRCwrote to NITEL reminding it that with the
revocation of its privatisation, it was nowsubject |

' tothe FRA 2007 andshould, accordingly, |

 prepare andforward its MTEF (2010- 202), its

' 2009 budget andits 2000 budget propasal

- ————

' The Commission expects the response of NITEL
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Table 10 10 Higerian Postal Gervice

o mavs BEGUE D IV AN
T e of Corporation Nigprian b Spriee sy
T | Erabieg Law A
W | Approved :008Budget Not subrneted i
W | Agproved 2009 Budget ot submitted
v | Audted 2007 Firarc al Regort Subrritted. (Meportwas siped o0 4 rilinsy, | &
itwas otronthsbehnd g tedie,
Vi | Audted Financial Regortfor 2008 Net subrritted Btz 7 3
Vi | Etablghment of Gereral et dore
Reverne Furd
Vil | Payment of Operating Surplus:
2) 2007:M1 45920 y
pency: b) 2008 Nil
i | Endence of MTEF of.
3) MIEF Here
bj Arrual 2010 Meore
Budept propensl
A | Acton takenby FRC: FRC wrete 2o MPOLT poirting ot the ifeaesors
and derarding cotrection
Xi | Present Postion: The Cornerission sxgects the restrtns oA SWPOLT
hﬂe:g satigeranT meismbwe{opmm:orpomm
ho | mems TREQUREDWFORMATION
T\ tiame o Cograin, liwmfwrm Devsloprnert Corporation
B | Enablieg Law
M Aprasd inhBulyt Histsubmtted
N Rgrosd a0 Badget SADENIIN s PRI
¥ WFWW!«M Mot submitted e et T
¥ AM  Financal Reguntfor sk !btwbmmd
| Eablahment of Gereral Momummm; PR
SR, . s AR PSS e e
I8 Fmﬂtdﬁwmﬁm i R AT T
! #) 2607 Mi 5
' by o0k N4
U Eedencaof MTER of f24
x g ¥ -
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Table 10.12:Securities and Exchange Commission

NO

ITEMS

'REQUIRED INFORMATION

Name of Corporation

Securities and Exchange Commission

I | Enabling Law Investment and Securities Act, 2007
il | Approved 2008Budget | Submitted ey
IV | Approved 2009 Budget Submitted s
V. Apgggd_Flnmclal Reportfor 2007 Sub@_'rtted. (4%2monthslate)
VI | Audited Financial Report for 2008 Submitted (late)
Vil | Establishment of General Revenue | Created
| Fund
| VIl | Payment of Operating Surplus
a) 2007:Paid Paid N1,010,920,733
b) 2008:Paid Paid N808,730,586.40
" IX | Evidence of MTEF of:
' a) MTEF Submitted
b) Annual 2010 Budget | Included
proposal
__)5_ Action taken by FRC: Wrote to Commission
' XI | Present Posttion: SEC changed its Accounting System from Accrual

to Cashbasis and in awaiting FRC's decision on
the matter
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Fable 10 11 Migeran Alspace Management Agency
NO | ITEMS REQUIRED INFORMATION
| | Name of Corporation Nigerlan Airspace Managemer:  “ncy £
I | Enabling Law Nigerian Airspace Managemen  «ncy Decree
1999 —
(Il | Approved 2008 Budget Submitted
IV | Approved 2009 Budget Submitted 55
v | Audited Financial Report for 2007 | Submitted, &
VI | Audited Financial Report for 2008 | Not provided el
Vil | Audited Financial Report for 2008 | Not submitted
Vill | Establishment of General Not done
Revenue Fund Rlar e A R N A e
X | Payment of Operating Surplus
a) 2007 NIl
DT | B A e e e et
X | Evidence of MTEF of;
a) MIEF None
b) Annual 2010 None
~ Budget proposal O s
XIl | Action taken by FRC; Written letters and reminders to fully comply with
S | theProvisions of the FRC
XIl | Present Position: Dea L Panding iRt e e A Basia,
Table 10,14:Nigerian Shippers Council
NO | ITEMS REQUIRED INFORMATION 1
[ | Name of Corporation Nigerian Shippers Council
Il | Enabling Law Nigerian Shippers Council Act, 1998
Il [Approved 2008 Budget [ Submitted BEE
IV | Approved 2009 Budget Submitted i T
V | Audited Financial Reponfor:oo7 Submitted. (August 2008) 5 & i eSS EE
VI | Audited Financial Report for 2008 Sul)mllted_(1u1y31,;oog)_mﬁ_____ i .
VIl | Etablishment of General Done |
REVANUR BURS GRS e e o Se i - o & s
VIl | Payment of Operating Surplus; '
a) 2007; Paid N30,000,000,00 i
h) 2008; Paid N22,050,910,00 f
IX | Evidence of MTEF of; ' !
a) 2007 Not submitted -'
h) 2008 Not submitted
X | Action taken by FRC; Written letters and reminders to fully comply with
the FRA fully
Xl | Present Position; [ Pending
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Table 10.15:Nigerian Maritime Administration & Safety Agency

' REQUIRED INFORMATION

NO | ITEMS
"1 | Name of Corporation Nigerian Maritime Administration & Safety Agency
"I | Enabling Law ' Not submitted
"Il | Approved 2008 Budget ' Not submitted
"IV | Approved 2009 Budget Not submitted

'V | Audited Financial Report for 2007

VI | Audited | Fmancual Report for 2008 |

Not submltted _
Not submitted

VIl | Establishment of General | Not done
_|RevenveFund e :
' VIl | Payment of Operating Surplus | | |
' a) 2007 ' Not done £ ‘,
- b) 2008 ' Not done |
" IX | Evidence of MTEF of: i |
a) MTEF 2010-2012 | None 1
b) Annual 2010 | None '
I

Budget proposal |

PR |

' X | Action takenby FRC: |

l

"Xl | Present Position: i

Maiden Annual Report of the FRC 2009 //
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Table 10.16:Raw Material Research and Development Council

NO | ITEMS | REQUIRED INFORMATION

| | Name of Corporation Raw Material Research & Devel- ment Council

Il | Enabling Law Raw Material Research & Development Council Act
1981, Chapter 388

Il | Approved 2008 Budget Submitted

IV | Approved 2009 Budget | Submitted =

vV | Audited Financial Report for 2007 | Produced (26/06/08) |
VI | Audited Financial Reportfor 2008 | Not submitted but produced Management Report

VIl | Establishment of General Revenue | Done

Fund 2 |
VIl | Payment of Operating Surplus ‘
a) 2007 Paid N6,339,502.40 |

b) 2008 Nil

IX | Evidence of MTEF of:
a) MTEF 2010-2012 | None
b) Annual 2010 Budget | None

proposal
X | Action takenby FRC: Written letters and reminders to fully comply with
FRA Act 2007
X| | Present Position: Pending

Table 10.17:Nigerian Civil Aviation Authority

| NO [ ITEMS REQUIRED INFORMATION 5]
' | Name of Corporation Nigerian Civil aviation Authority
LIl | Enabling Law Civil Aviation Act 2006
il | Approved 2008 Budget Submitted =
IV | Approved 2009 Budget Submitted
V | Audited Financial Report for 2007 | Submitted (28/12/08) et
VI | Audited Financial Report for 2008 Notsubmitted =)
VIl | Establishment of General Revenue | Done
Fund )
VIl { Payment of Operating Surplus
a) 2007 Paid N80,000,000.00
b) 2008 Nil %4
IX | Evidence of MTEF of:
a) MTEF 2010-2012 | Produced
b) Annual 2010Budget | None
proposal 5
X | Action taken by FRC: Written letters and reminders to comply fully with
FRA, 2007
Xl | Present Postion: Pending R
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Table 10.18:National Sugar Development Council
" 'NO | ITEMS REQUIRED INFORMATION
|1 | Name of Corporation National Sugar Development Council
[ | Enabling Law Not submitted
Il | Approved 2008Budget | Notsubmitted
|IV_| Approved 2009 Budget | Notsubmitted
V__| Audited Financial Report for 2007 | Produced (in July 2008)
T/IZ Audited Financial Report for2008 | Notproduced
VIl | Establishment of General Revenue | Notdone
| Fund | SRR b
Vill | Payment of Operating Surplus
a) 2007 Nil
b) 2008 Nil
IX | Evidence of MTEF of:
a) MTEF 2010- 2012 | Available
b) Annual 2010Budget | Notsubmitted
proposal
X | Action taken by FRC: Analysed documents submitted. Proposed
_ | investigation of the operations of the Council
Xl | Present Position: Action pending

Table 10.29:Nigerian Communications Commission

NO | ITEMS REQUIRED INFORMATION ]
| Name of Corporation Nigerian Communications Commission
Il | Enabling Law Nigerian Communications Act 2003
Il | Approved 2008 Budget Submitted ey
IV | Approved 2009 Budget Notsubmitted AR <
V| Audited Financial Report for 2007 | Submitted A A P R
VI | Audited Financial Report for 2008 | Submitted R A e S
Vil | Establishment of General None
Revenue Fund Cacai & b SRR RN SRR P Y St b PR RIS
VIl | Payment of Operating Surplus !
a) 2007 Nil
b) 2008 Nil
IX | Evidence of MTEF of: g
a) MTEF 2010-2012 | Not Submitted ;
b) Annual 2010 Not submitted |
Budget proposal |
X | Action taken by FRC: Commission Chairman setup a Committee to investigate %
under Commissioner- LIE on 21/08/0g |
Xl | Present Position: Pending |
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Table 10.22:Federal Inland Revenue Service

"NO | ITEMS | REQUIRED INFORMATION
"1 | Name of Corporation | Federal Inland Revenue Service
Il | Enabling Law | Submitted.
"IN | Approved 2008 Budget Submitted
| IV_| Approved 2009 Budget submitted T T e
'V_ | Audited Financial Report for 2007 | Submitted : ROETS
b/L Audited Financial Report for 2008 | Submitted R
VIl | Establishment of General None
Revenue Fund 3
Vil | Payment of Operating Surplus |
a) 2007 Paid: N18,371,918.32 ‘i
b) 2008 Paid: N18,104,765,262.92 i
X | Evidence of MTEF of: ‘
a) MTEF 2010-2012 | Not Submitted ‘
b) Annual 2010 Not submitted
Budget proposa |
Xl | Action taken by FRC: | FRC wrote two letters of reminder 19/11/0g and 31/12/09 |
| Xl | Present Position: | Pending |

+ Payment by FIRS in 2007 and 2008 were not operating surplus, but what they reported as Transfer of
Independent Revenue to SGF/CRF in their Statements of Accounts (See Notes 4 and 9 for 2007 and 2008,

respectively)
able 10.23:Central Bank of Nigeria

NO | ITEMS REQUIRED INFORMATION |
I__| Name of Corporation Central Bank of Nigeria |
Il__| Enabling Law Central Bank of Nigeria Act No.7 of 2007, |
il | Approved 2008 Budget Submitted .
LA quowd 2009 Budget Submitted Rl
V__| Audited Financial Report for 2007 | Submitted A
M| Audited Financial Reportfor2008 | Submitted |
Vil | Establishment of General Submitted "
| Revenue Fund i bR S R Sy S L]
Vill | Payment of Operating Surplus 5
a) 2007 Paid 3/4 |
b) 2008 Paid ¥4 i
IX | Evidence of MTEF of: ,
a) MIEF 2010-2012 | Not Submitted i
b) Annual 2010 Not submitted ;
Budget proposa |
X | Action taken by FRC: "Appraisal report sent 16/09/09 No response received. ;
it A S R Sl __|Remindersent u/iyjog. f

X! | Present Posttion: | Pending
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Table 10,24 Nigeria Ports Authority :

‘wolmeMs  [REQUREDINFORMATION

{ | Name of Corporation “Nigeria Ports Authority

Il | Enabling Law ' Nigeria Ports Authority Decree 38 0f 1969,
: 2008Bu - Submitted e TG | oF
| :2 Aygwpgd zoog_@yﬁﬁ [Notswbmitted
v Audited Finanaal Repo:tforzoq Not Submitted

Y

'\ | Audted Financial Reportfor 2008 - Not Submitted

Vil | Establshment of General None

__ |ReveweFund ? o
Vil | Paymentof Operating Surplus

1 3 2007 ' sgmillion

: b) 2008 sagmilion

¥ | Badence of MTEF of:

'- 2 MTEF 2010- 2012 Not Submitted

f b) Annual 2010 Not submitted

; Budget proposd

: Action taken by FRC: Letters of reminder dated 14/07/0g, 21/08/og and
& _2313/0g.

1| Present Postion: _Pending

The tables above on the general performance level indicate that, of the 21 responding
corporations, 11 have approved 2008 budget, while 12 have approved 2009 budget. With respect
15 aucited financial report, 12 produced audited 2007 financial report, while 2 have 2008 audited
financial report. Of all the lot, only the CBN and NDIC produced their audited financial report as
and when due, but there is no evidence whether they are published as required by Law. With
reqard 1o the payment of 4/5 of operating surplus to the Federal Government, a total of about
H21 £6billion has been collected in respect of 2007 and 2008 audited account. Table 25 below
givesthedetalsof the operating surplus paid by each Corporation.
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Table 210.25:PAYMENT OF OPERATING SURPLUS BY CORPORATIONS

NAME OF
CORPORATION

AMOUNT PAID

TOTAL

2007
N

2008
N

- Nigerian National
Petroleum
1 Corporation

Nigerian Deposit
Insurance
2. Corporation

1,763740,000

| 4443,/452,000

- 6,207,192,000

Bureau of Public
3 Enterprises

National Agencyfor

Science &
Engineering
i Infrastructure

'No response

Nigerian Socia

5 Insurance TrustFund _ -

i
|

Corporate Affairs
6.  Commisson

| 826,000,000

3,429,246,608

1
|-
i
|

National Clearing &
7. Forwarding Agency

| 4, 255,246,608

Privatized

8.  NigerianUnity Line

|
|
i
i
|
|
|
|

| Privatized

- Nigerian Airspace
- Management

|
I
1

9. Ageny
~ - Nigerian Shippers
~ Coundil

|

1
| 22,050,910

|
|
|
|
|

Nigerian Maritime
- Administrationand
~ Safety Agency

- RawMaterial
~ Researchand
 Development
- Coundil

6,339,502.40

i
{
|
) -
I
{

|

l

I -

l

| 52,050,910
i

i

i

|

{

6,339,502.40

' Nigerian Givil

13 Aviation Authority

80,000,000

80,000,000

~ National Sugar
' Development

l

| 24 | Congl2neiat s SR e
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reepriatiONS
V': ontheretumns fromthe Corporations, the following observations are made:

) Acceptable Accounting Practice: Because of lack of specific definition of
acceptable accounting practice under Section 21(2)(b), some corporations are
engaging in creative accounting practices to avoid or reduce the payment of
operating surplus. For example, they prefer cash accounting method to the
accrual method because the latter produces higher operating profit and
invoives higher payment toGovernment.

%) Lack of Knowledge: Some Corporations such as Customs Service and Federal
Inland Revenue Service seem not to know what is required of them under the
Act. Despite several letters and meetings, they have not been able to produce
any of the required documents, namely enabling law, approved budget,
audited accounts, etc. Some organizations such as NAFDAC, NIMASA,

Nigerian Tourism Development Corporation do not feel that the law concerns
them, hence they did not botherto comply.

w)  AddingtothelistofCorporations: Although the Schedule to the Act
requires the Minister of Finance to add non-scheduled corporations to the list
of scheduled corporations from time to time, despite the fact that 7 of the

%

Scheduled Corporations have been privatized and the Federal Government
has no less than 100 unscheduled corporations, agencies and companies, the
Minister of Finance is yet to include such Corporations. At this point, it may be
relevant to observe that in Brazil where Fiscal Responsibility Law operates, all
the State-gwned enterprises are governed by thatlaw.
The Commission, after careful assessment of the returns from the Corporations, informed

em of the observed lapses in writing. It is surprising to note that not more than one or two
nzvetakenstepstoremedythelapses.

Stalehgider corsitations, to get the operational strategy nghit.
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Conclusion:

Out of the 31 Scheduled Corporations, 7 or 22.56% have been privatized. As provided in the
Act, these Corporations have escaped from the discipline of the fiscal rules. Similarly, 4 of the
Corporations or 12.9% have failed to comply with the Law. Although 21 of them i.e. 67.74'?6
are complying, the levels of their compliance are low and unsatisfactory. Because the Actis
new and the Commission has just started its enforcement, all is not hopeless. The
Commissionistakingstepsto address the seeming chaotic situation and if well implemented
theywill ensure effective compliance by all the Corporations by the end of 2010.

Focused objective, strategic partnership delivering tangible results
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CHALLENGES

During the first year of our operations, one of the main challenges we faced was the lack of an office
space. As mentioned earlier, the Commission had to operate skeletally from a series of makeshift
locations for a time. Even after moving into its own rented offices, the Commission was soon to
discoverthatthe space wasinadequate, hence the pressing need for an office annex. Related to this s
the dearth of experienced staff, equipment and appropriate technology which are wont to confront
everyorganisation atits teething stage.

Funding has also a been critical constraint to the smooth flow of the Commission's work during the
year under review. Since the Commission came on board in the middle of a fiscal year, it had to deal
with obvious appropriation challenges. Being a new organisation, there was also the challenge of
running into unenvisaged spending. Itis hoped that the 2010 fiscal year will provide us an opportunity

to correct these lapses and
capacities. Aswe move forward,
depend on our annual
deliver all our core functions
increasing role for development
institution with wholesome
greater and organizational and
budgeting allocations will be
fundwelllaid but execution plan
and clearly mapped out in our

“As we move forward, we
cannot continue to depend

on our annual appropriation

to effectively deliver all our
core functions and this
defines an increasing role
for development partners”

strengthen our financial
we cannot continue to
appropriation to effectively
and this defines an
partners. Being a new
responsibilities requiring
human capacities ,
necessarily expanded to
contained in our mandate
strategic work plan. for

instance, IMF’s advice on the IT infrastructure need for the
full operationalization of our mandates is over 40% our budgetary provision in the current fiscal year.
Human capacity requirement of the commission dictates talented and dedicated team, motivated
andtailoredto the core objectives of the commission. Library and electronic documentation facilities
will translate issues to result rapidly, while more permanent office structure is only but the most
plausible step in this direction. we shall achieve greater milestones by helping states and local
government build corresponding fiscal responsibility infrastructure for a more co-ordinated
management and surveillance in the fiscal system. These and many more institutional development
challenges make case for increased budgetary inflow to the commission. our effectiveness will
translate to a more prudent management of the Nigeria’s public finance ultimately converts the
wealth of the nationto moretangible deliverablesto hercitizens

Performing detailed analysis of policies and fiscal activities by corporations, government at all tiers,
and otherreporting entities requires diligent effort and painstaking commitment by the Commission.
The Commission has had to develop its processes and templates from scratch, and we habour no
illusions that we will get it right all the time. However, the technical nature of our mandate suggests
that the Commission will need a lot more in terms of technical support in the days ahead, and so far,
thishas been slowin coming.

Byits mandate, the Commission engages a very wide and diverse stakeholderbase, whichimposes on
ithuge demands of context sensitivity. Different organizations operate different record systems and
organizational cultures.
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requests for information and
deadlines. Of course, being a
rather early to claim that
cooperate with the
be conceded that the
and enforcing deadlines that
have never had to deal with

There will be need to balance
challenges of our reporting
task at hand which will brook no
the Act on their part. In
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The Commission is
asking questions an
enforcing deadlines
that many of these
organisations have
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It may take a while for some of them to adjust to the demands of responding to*

d

never had to deal with

before...
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Commission’s
compliance v th the FRA's
commencement year, it is
entities are refusing to
Commission. It must, however,
Commissionis asking questions
many of these organisations
before.

considerations for the internal
entities with the urgency of the
slothfulness and contempt for
particular, monitoring and

enforcing at the subnational levels will rquire more than a peremptory approach to the task at

hand.

Related to the above is Nigeria's
management of its public
character of fiscal decision-
government which is highly
reforms the FRA seeks to
challenging entrenched interests
has for too long been steeped in
institution confronting an old
noillusions about the enormity of
take the cooperation and support

As a new institution
confronting an old
challenge, the
Commission has no
illusions about the
enormity of the task
ahead

long tradition of secrecy in the
finances. Add to that the
making at various tiers of
personalized and politicized. The
institutionalise will therefore be
and attitudes in a society that
corruptionand opacity. Asanew
challenge, the Commission has
the task ahead. It will no doubt
of all its stakeholders and

Nigerians as awhole forthe Commission tofulfillitsmandate in the days ahead.
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“In order to build the wide consensus for reform
needed to counteract the highly secretive,
personalized and politicized nature of fiscal
decision-making in Nigeria. there will be need to
continously identify potential partners and forge
critical alliances, hand in hand with a massive
and unrelenting sensitization of stakeholders”

-FRC
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