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President's ill health. This unfortunas
meident partly delaved the approve
signing and execution of the 2010 budge
For example, the execution of the capis
expenditure had to be extended to 31 Mare
2011, Partly on account of global econvr
erisis, the collected revenue fell by about "
percent.  Both oil revenue and non- -
revenue as well as the financing items, .
short of the budgeted figures.

4. On the expenditure side we
severe challenges such as huge duce
deficit, menacing strike threats by enie
labour unions and registration of voten *
order to deal with these probles
Government had recourse to o
miscellaneous revenue sources amous
to N802.66billion, including ez
borrowing, and two supplementary budss

5. Price inflation which »
expected to decline to one umt digt
2009, stood at 11.8% on 31 December, =
As indicated earher, the foreign excoo
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rate depreciated slightly by 0.75 from 2009
to N150.48/US$ at the end of December,
2010.

6. The relationship between
recurrent expenditure and capital
expenditure presented a challenge. While
the budgeted recurrent- to- capital
relationship was about 64.54:35.46, the
actual performance turned out to be
77.5:22.47. The skewed performance in
favour of recurrent expenditure deviated
substantially from the Millennium
Development Goal (MDG) and National
Economic Empowerment Development
Strategy (NEEDS) expectations of 60:40,
that is, 60 percent recurrent and 40 percent
capital expenditure respectively. Overall,
while there was recurrent expenditure
performance of 92.85 percent, only 50.08
percent was achieved in capital expenditure.

i On a happy note, the Gross
Domestic Product (GDP) grew at 7.85
percent in 2010, an increase of 0.89 percent
from the growth rate of 6,96 percent in 2009.

8. The
(ECA) was mismanaged, There were several
withdrawals from the account in 2010 even

Excess Crude Account

though the market place of oil price did not

Audited Annual Report & Accounts 2010//5

fall below the oil benchmark price of N67 per
barrel and the projected production of
2.39million barrels per day (mpd). The ECA
which had a credit balance of $20billion in
2007 was drawn down to about $400million
in 2010. Consequent upon the persisted
decline of the external reserve and
consistent withdrawals from the ECA, the
International investors lost confidence in
the naira and the investment rating agency
of Fitch Ratings and Standards and Poors
slightly underrated Nigeria from B+ to B-.
However, the utilization of the savings in the
ECA Largely helped Nigeria to cope with the
impact of the continued global economic
crisis.

9. In the area of banking, the
Central Bank of Nigeria (CBN) intervened
in the downslide of the banking system and
assisted 10 banks with recapitalization of
about N620billion in 2009. The affected
banks had their management removed and
replaced. The intervention of the CBN
restored public confidence in the banks in
2010, although the banking system reduced
facilities granted to the private sector and
charged high interest rates on loans and
paid very low interest rates on deposits.

10. Infrastructural development
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in Nigeria was low and in deplorable state,
The much promised delivery of 4000 mega
watts (MW) of electricity could not be
achieved, There have been claims that
4000MW was delivered. In the course of the
year, the President launched a road map
which would hopefully lead to the delivery of
higher and reliable electricity.

11, Nodouht, majority of Nigerians
remained poor and unemployed in 2010,
Although the MDG programme continued to
address the problem of poverty with
qualified success, the socio-economic
question remained substantially unattended
to. The preceding scenario affects the
operations and activities of the FRC in 2010,

Result of Activities of the FRC
12.  In the course of 2010, the FRC

monitored and enforced the implementation
of the Fiscal Responsibility Act (FRA), 2007
hy the Federal Government and its agencies
and corporations, The FRC
disseminated information on standard
practices and international good practice
and carried out fiscal and financinl studies
for dissemination to the MDAs and public,

also

The result is that the Feders)
Government and its corporations and
agencies were definitely, but gradually,
moving away from discretionary and secret
public finance management to public finance

13.

management based on fiscal rules and fiscal
respongibility, Though there were
occasional breakouts of financial scams,
public financial management was becoming
more accountable and transparent.
However, the sub-national Governments
were rather too slow in the adoption and
implementation of fiscal responsibility.

14, Some
organisations had contravened the
provisions of the FRA, 2010, The FRC has
commenced the investigation of the breaches
and will report of its findings in 2011
Meanwhile critical problems of lack of
sanction power, permanent office
accommodation and the budgetary or
funding constrains facing the FRC call for

persons and

solution,

The Commisgioners
16,  The Commissioners of the FRC
remained Alh. (Dr) Aliyu Jibril Yelwa, OON,
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(Sardauna Yauri) as the Chairman, Chief
(Dr) S.E.O Mordi, Alh. S.A. Kore, (Wambai
Wanmba) Chief (Barr.) Chris Okewulonu,
Alh. Z. M. Sada, Alh. Gimba Ya’u Kumo, Dr.
(Chief) Adewumi Abitoye, Barr. Benson
Upah, Alh. Suleiman Abubakar and Hajia
A.S. Yusuf (representing Federal Ministry of
Finance). Alh. Gimba, who represented the
North-East Geo-political Zone, resigned in
December, 2010. Earlier in 2009, a member
representing the Civil Society Organisations
resigned. There were, therefore, two
vacancies, on the Commission.

Management and Staff
16.  The efforts of the management

and staff of the Commission cannot be
overemphasized. Their dedication to duties
and unique loyalty contributed greatly to the
achievements of the Commission. [ hereby
express my sincere gratitude for their efforts.
In return, the commission will continue to
invest in quality training and development,
both in Nigeria and worldwide, in order to
ensure that the staffs are equipped for the
challenges of our ever changing nvironment.
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The Commaissioners

Conclusion

17.  Finally, I will on behalf of the
Commission, express sincere thanks to the
President Commander-In-Chief of the
Armed Forces, National Assembly, Federal
Ministry of Finance, Secretary to the
Government of the Federation, Office of the
Chief Economic Adviser to the President,
the Ministries, Departments and Agencies
(MDAs), States and other stakeholders who
are too numerous to mention for the
meaningful support and contribution to the

growth and success of this great

Commission
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INTRODUCTION

and followed.
norder to provide for prudent 3 Gection 10 of the FRA, %
management of the nation's imposes a duty on the FRC to submit;

resources, ensure long term gnnual report on its activities z
macroeconomic stability and growth of 4, dited accounts to the Natis

the national economy within the medium Assembly. The report provides ;

term fiscal policy framework, secure opportunity for the National Assembly;
greater accountability and transparency }ave a general survey of the activities:
in fiscal transactions, promote the ¢he FRCin monitoring and enforcing:
national economic objectives set out FRA 2007 on how Government setsi

under section 16 of the 1999 prigrities, harnesses, allocates ax
Constitution, and establish the FRC to ytlizesits resources on the set priorities

enforce and monitor the provisionsofthe 4 This report is a product ¢
Act, the Federal Government enacted the planning, monitoring, enforcement &
Fiscal Responsibility Act in 2007. The gnalysis of the implementation of th
Act was signed into law on 30 July, 2007 5yovisions and requirements of the FR
and subsequently the FRC was 9007y the Federal Government andi
established in 2008 and inaugurated in comnorations and agencies. It ak
April, 2009. contains the attempt by the FRC ¢
9. The Act covers among other things, monitor and enforce the FRA on pubd
the preparation, approval, execution and - geht, indebtedness and borrowing by th
evaluation of annual budgets. The Governmentsin the Federation as wells
annual budget is derived from the provide assistance to the States in th
medium term expenditure framework jpplementation of fiscal responsibility
(MTEF) which is a separate document their domain on areas of jurisdiction.

prepared and approved before theannual 5 Before writing the report on t
budget. Besides the MTEF and annual jmplementation of fiscal responsibility

budgets, there are numerous fiscal rules the States, the FRC engaged a consulta
in the FRA, 2007 which must be observed ¢4 survey the States and produce a rep!
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on the status of implementation of fiscal
rules in the States. Similarly, the FRC
sent its senior officers to the States to
collect their annual budgets and
consolidated financial positions. This
in addition to earlier written
requests and persuasion. At the Federal
level, this report is based on the MTEF
2010-2012, 2010 budget, quarterly
budget implementation reports for 2010,
consolidated 2010 budget
implementation report and various
returns from the MDAs, corporations and
agencies. This report is structured into
chapters.

6. Chapter 1 gives the rundown of the
functions of the FRC otherwise known as
the mandate of the Commission. In
chapter 2, the monitoring activities are
highlighted in the areas of the MTEF,
annual budget, budgetary execution and
achievement of targets, public revenue
and expenditure, savings and assets
management and use of the proceeds of
the sale of assets. ~ Public debt,
Indebtedness and Borrowing Constitute
Chapter 3, while Budgetary Planning of
Corporations and Related Agencies are
treated in chapter 4.

was
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7. Chapter 5 looks at the rate of the
adoption and implementation of fiscal
responsibility in the States. Inchapter®6,
the report focuses on the issues of
accountability and transparency of fiscal
transactions. Research and
Dissemination of Standards are covered
in Chapter 7. The problems confronting
Enforcement are treated in chapter 8.
The Administration and Finance of the
FRC including its Audited Accounts are
covered inchapter 9.

8. The obstacles and challenges to the
Commission are highlighted in chapter
10. The report ends with a summary of
the implementation of the FRA, 2007 in
2010, and the i1mpact of fiscal

responsibility on the economy in Chapter

Commissioner in a group photograph during a capacit
building tour in canada, May 2011
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIO OF NIGERIA

CHAPTER 1

THE MANDATE OF THE
FISCAL RESPONSIBILITY COMMISSION

Transparency
Integrity
Truth
Justice
Prudence



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

Part 1 (Section 1) of the Fiscal
Responsibility Act, 2007 provides for the
establishment of the Fiscal Responsibility
Commission (FRC) as a corporate body while
Section 2 of the FRA, 2007 gives powers to
the FRC. According to the Act, for the
purpose of performing its functions, the
Commission shall have powers to:

(a) compel any person or
government institution to
disclose information relating

to public revenues and

expenditures; and

(b) cause an investigation into
whether any person has
violated any provision of the

Act.

12 If the Commission is satisfied that
such a person has committed any punishable
offence under this Act or violated any
provisions of this Act, the Commission shall
forward a report of its investigation to the
Attorney-General of the Federation for
possible prosecution. This provision is made
in section 2 subsection (2).

Functions of the Commission
1.3. Having established and given powers
to the Commission, the FRA, 2007 in section

Audited Annual Report & Accounts 2010//11

3 specifies the function of the FRC thus:

3(@1)

the Commission shall:

(e)

(a) monitor and
enforce the provisions
of this Act and by so
doing, promote the
economic objectives
contained in section 16
of the Constitution;

() disseminate
standard practices
including international
good practice that will
result in greater
in the
allocation and

efficiency

management of public
expenditure, revenue
debt control
and transparency in

collection,

fiscal matters;

(0 undertake fiscal
and financial studies,
analysis and diagnosis
and disseminate the
result to the general
public;

(d) make rules for
carrying out its functions
under the Act; and
perform any other
function consistent with
promotion of the

m CamScanner
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The C

harge and Commitment

objectivesof this Act.

14 Theobjectivesofthe Actare:

()

(m)

(m)

()

)

prudent management of
the nation's respurces;
to ensure long-term
macroeconomic stability
of the national economy;
to secure greater
accountability and
transparency in fiscal
transaction within a
medium term fiscal
policy framework;

the establishment of the
Fiscal Responsibility
Commission:and

to ensure the promotion
and enforcement of the
nation's economic
objectives.

1.5. In order to reinforce the functions-
the Commission and stress the objectives -
the Act, President Umaru Musa Yar'Adz
at the inauguration of the FRC on 14 Ap-
2009, gave a charge to the Commission wh:
he said:

(¢ The Charge

our nation's economic future and fis::
responsibility are  directly linked. There s a®
between fiscal responsibility and financial pruden:
today and what society can enjoy tomorrow. Facm
up to both the long and short-term fiscal challengs
therefore, will help put the nationonapath o iost~
prosperity and rising standard of living. If, ox
other hand, we fail to quickly address I~
preponderance of fiscal inefficiency and wasis
spending in our systems, we will squander the o~
opportunity to get our finances in order, and

I charge you not to afford to do that. , ¢

7
K

President Umaru Musa Yar Adua
at the inauguration of FRC

CamSca
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Ch

LG Invesponse to the charge
from the President, the Chairman,
Alhat (D) A Yelwa, on behalt of
the Commission, made a
commitment that:

The Commitment

We ehall gave fidl meaning 8o the provisions of
the Maoal Negponaidility At o make
Neria 't wealth uaefud doals citizens. Mom
what 1 Aave seen, memders ane dpwal ond
commiftad toserve, Weintend o carry out our
assienment With diligence and firmness. We

will do our duty without Wlaall, fear or

Aourn ’,

Alhan (D) Alivu ibil Yelwa, OON
Randaunan Yaun)
wrman, Fiscal Responsibihity Commission

Auttad Annoal Repart & Accounts 201013

1.7, Bver aince its inauguration, the FRC
has reduced its fanetions and the objectives
of the Act to concrote projects and actions,
The Commission will ever
committed to its quest for a regime of
prudent, ethical and efficient management

of public finances across all tiers of

remann

Qovernment in the Federation,

Charriman FRE and Cuiminissioners pose with World Bank Officials
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUELIC OF NIGEFRIA

CHAPTER 2
MONITORING ACTIVITIES

Transparency
Integrity
Truth
Justice
Prudence
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n the Course ‘ l

of the
the Fiscal Responsibility

year, -’

Commission monitored or observed the
Governments and their MDAs in the course
of their implementation of the provisions of
the FRA, 2007 in order to record and
regulate their activities report to the
National Assembly and ultimately achieve
the objectives for which the Act was enacted,

Medium Term Expenditure
Framework:

2.1. Sections 11 and 13 of the FRA, 2007
provide for the preparation of the MTEF
every financial your beginning from April,
clear the draft MTEF
Executive Council (FEC) and submit it not

with Federal

later than June, to the National Assembly
for approval. The approved MTEF by the
NASS should be gazetted and form the bases
of the annual budget.

2.3.
consult with the States before embarking on

The Minister of Finance is required to

‘the preparation as well as consult with other
Government agencies and Civil Society
‘Organisations and other Non-Governmental
‘Organisations in the course of the
‘preparation of the document, particularly at
the stages
macroeconomic framework, considering the

of establishing the
fiscal strategy paper, an expenditure and
revenue framework, a consolidated debt

statement, statement on contingent

—— T
-.--"‘" - _(‘
o
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e,

' - liabilities, and a fiscal risk
& statement, The MTEF

contain projected aggregate revenue

should

and expenditure ceilings for a three financial
year period, with the first year forming the
basis for the annual budget for the ensuing
fiscal year,

2.4, Partly with prodding from the FRC,
the Minister produced a draft 2010 - 2012
MTEF it to NASS in
November, 2009, that is, 4 months behind
the schedule. The draft MTEF complied
substantially with the provisions of the Act,

and submitted

except that:

1. there was no evidence of
consultation with the States and the
NGOs;

i, there was no evidence that
macroeconomic analysis was
extended to the preceding three
financial years, 2007 - 2009,
particularly, 2007;

iii.  the budget deficit was higher
than 3 percent of the GDP provided in
the Act;

iv, the MTEF was cleared with the
FEC too late and submitted to the
NASS in November, 2009 or 4 months
behind the deadline; and

V. there was no evidence to show
that approved MTEF was published
in the gazette as required by the Act,

2.0,
MTEFand 2010 budget was made to

Later, a variance analysis of the

highlight the devintions from each other.

CamScanner


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

16//Audited Annual Report & Accounts | 2010

Preparation and Approval of the 2010
Annual Budget

2,6.  According to the FRA, 2007, the
annual budget should be derived from the
first year of the approved three-year MTEF.
Again, with prodding from the FRC, the
Minister prepared the draft annual budget
2010, ostensibly based on the MTEF
approved by the NASS in November, 2009,
and submitted to the FEC. After approval
by the FEC, the draft 2010 budget was
submitted to the NASS for consideration
and approval in November, 2009, in
accordance with Section, 81(i) of the 1999
Constitution. The Constitution provides
that “The President shall cause to be
prepared and laid before each House of the
National Assembly at any time in each
financial year, estimates of the revenue and
expenditure of the Federation for the next
following financial year.”

2.7.  The NASS, after receiving the draft
2010 budget in November, 2009, went on
annual recess. In March, 2010, the NASS
considered and approved the draft 2010
budget. The President could not give his
assent to the approved 2010 budget till
April, 2010 or thereabout. In effect, the
budget which was to commence on 1"
January, 2010, was signed into law four
months behind the commencement date

with dire consequences.
28, To some extent, the late
approval of the MTEF in November,

2.9.

2009 may be blamed for the seen;

late submission of the draft 2

budget in November, 2009. Whiley
FRA has no time table for y
submission of the budget by j
President and approval by the NA3
the constitution allows I
submission of the budget to the Ni;
and delayed approval. In fact, Sect;
82 of the 1999 Constitution allows{
Government to spend up to 50°
approved budget for the preced
year pending the approval of ¢
current year's budget. This prom
laxity in the budget cycle.

The delayed approval of, and assz

to, the budget in 2010 worked mischief¢
the execution of the budget as follows:

i). the execution of capiu
projects was so behn
schedule at the end of d
financial year that the caps
expenditure budget w:
extended to 31 March, 2011;

ii). the production of the fir
quarter budge
implementation report w
duein April before the budge:
was assented to;

the implementation of cap
projects in the draft 2010«
collection of proposed ®
taxes and tariffs had to wait!
4 months until the budget ¥
signed.

ii).
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el otthe 2010 Budget

210, Theapproved 2010 budget was N4.608 trillion, broken down into:

Ntrn
(1)  Recurrent (non-debt) Expenditure = N2.077
(i)  Debt Servicing = 0.497
(it1) Statutory Transfer = 0.181
(iv) Capital Expenditure = 1.853

4.608

2.11. Against the total expenditure of N4.608 trillion was a total budgeted revenue of
N3.086 trillion. Thus, the approved budget had a deficit of N1.522 trillion or 4.86 percent of
the GDP. Thecalculationislaid out below:

N trillion
(i) Total Expenditure = 4.608
(i) Total Revenue = 3.086
(iii) Budget Deficit = 1.522 :
(iv) GDP = 31.265 ‘

(v) Deficitas % ofGDP

(1.522/31.265)x 100, 1.e 4.86%

|
|
|
|
|

112, A budget deficit of 4.86% exceeded the  enough time for each of the necessary
wximum of 3% fixed by the FRA, 2007 activities to be completed well and for the
nder Section 21. The 3% upper limit can, entire cycle of actions to be completed in time
owever, be exceeded if there is a threat to  for the start of the target fiscal year. It was
10 national sovereignty, There was nosuch  not only the 2010 budget that was delayed.
ireat in 2010, Itis remarkable that adeficit ~ All the 2005 - 2010 budgets were delayed;
{3.28% proposed by the Executive at P.47of  except once in the five years that the
1 deaft MTEF 2010 — 2012, was exceeded  Appropriation Bill was signed into
y the Legislature when it approved 4,86%. Appropriation Act before the beginning of
the target fiscal year. The record is as
L1330 A good budget eyele is one that allows  follows:

CamScanner


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

W Augitet Wrua feno— b o 202D

Ttz 2 1- Bodest Presentation and Authorization

FISCAL YEAR PRESENTATION OF
APPROPRIATION BILL

PRESIDENTIAL
SIGNING OF

305 2004, October. 12 2005, Apnil 12
3B 2005, December 6 2006, February 22
2007 2006, October 11 2006, December 22

E- N ™

-ttt

#007. November 8

2008, April 11

- - - -

2s 203, December 2 2009, Mzarch 2
D10 2009, November, 23 2011. April

11t On e zremage Nigerie sigmed ke
EPUETRIrETOD 3 TI6T 1FW 1ree morshs s
Dpwe Beer made m Dow o Dmpeiee the
s of @ WIrng commtize 30 3m

30532

- -

iptereasivrsl evxference In

putgEn sUlt e et o aw edors ke
TIMETCETRTE 10 T warss S jear

213 by Zte Unned Soaces of Ameries
TR Tt Dudgs opde wmarns aarty zud the
DULEEE F BEIET NOT AW 2ty snangs tedrs
e sarpes Svawnsl . o Cazada, the
putiger # zpprmel aud sgued Setwesn
Sanuzey aud Wt 59 comuenes 3o Ageil
Awrmeeonut aypmioEs 2l 618 T Sndgst

-

——

-
=

[zw November znd Decsmbe

enmmence mdznuary.

2.16. Io the prevailing ciremmstamm
it is recommended that the Nimern
budget cycle should run Sroee Jaiv;
December. The Appropriacian 3
should be presented o the N335
September and for appreszl
November. The President shauid =3
the budzetin December.

16 - 2012 A=d 3TH I

- -

Varizrnes

217. The approved 2010 budgst devmmed
30 enugiderably from the WTEF thur 5=
FEC derided t presens comparscos Tamn

for the two m Table 23

(% CamScanner


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

Audited Annual Report & Accounts 2010//19

Table 2.2: Comparison of MTEF 2010-2012 with Budget 2010 proposal

R

SIN

ITEM

MTEF

BUDGET

VARIANCE

%
VARIATION

1.

GDP Growth
rate (%)

2.6

6.1

3.5

134.6

il

Inflation rate
(%)

10.1

11.2

1.1%

10.9

iil.

Benchmark
price of Crude
Oil per barrel

(US$)

50.00

57.00

$7.0

14

0Oil Revenue

(N trillion)

1.72

2.86

1.14

66.3

Non-0Oil
Revenue
(™ trillion)

3.54

4.20

0.66

18.6

Federally
collectible
revenue (M
trillion)

5.41

7.06

1.65

30.5

FGN Estimated
Revenue (N
trillion)

2.10

2.57

0.47

22.4

viii.

FGN
Expenditure
(M trillion)

3.121

4.08

0.96

30.7

Iix.
|

Budget deficit
as a % of GDP

3.18

4.8

1.62

47.8

i
ﬁources: MTEF 2010-2012 and Approved Budget for 2010
|

|L.18. Although, the Government was
mplementing the FRA, 2007, one doubts
vhether the fiscal rules were being
omplied with, The figures in Table 2.2
thove pleads that the Legislature
1eeds a change in attitude and have
'onfidence in proposals of the
xperts painstakingly worked out.

Employment Generation

2.19. Section 16(1)(d) of the 1999
Constitution recognises unemployment
as a national problem to be taken care of.
This notwithstanding, both the 2010
budget and 2010 - 2011 MTEF were
silent on unemployment. Of course,
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unemployment is a scourge in Nigeria. It
was prevalent in 2010. The mantra,
that is, the 7-Point Agenda was so
loud that the MTEF and Budget
could not hear the melancholic cries
of the unemployed. It seems thatifthe
non-government organizations were
consulted in the course of preparing the
MTEF, some measures would have been
recommended or taken against
unemployment.

Budgetary Execution and
Achievement of Targets

2.20. For the purpose of successful
execution of the budget, Part V, of
the FRA, 2007, among other things,
provides for the preparation of
annual cash plan, disbursement
schedule, power of the Minister to
approve virement and the
responsibility of the Budget Office to
monitor and report on budget
implementation.

Annual Cash Plan

2.21. The Accountant-General of the
Federation is required to prepare in each
financial year, an annual cash plan under
Section 25 of the FRA, 2007. The annual
cash plan should be prepared in advance
of the financial year, setting out projected
monthly cash flows and shall be reviged
periodically to reflect actual cash, The

Federal Government shall cause

document to be produced.

Disbursement Schedule
2.92. Section 26 of the
provides that:

FRA, 2

The Minister, shall within 30 days of the enactment ¢
Appropriation Act, prepare and publish a disburseme
schedule derived from the Annual Cash Plan for the
purpose of implementing the Appropriation Act.

2.23. Based on continued prompting byt
FRC, the annual cash plan
disbursement schedule were prepared a

al

submitted behind time in September, 20
The documents carried actual revenue
disbursement figures up to August, 2010a
projections from September — Decemb
2010. They were never revised. It wasn
clear whether the disbursement sched:
was published. The consequence, apart frc
contravening the FRA's provisions, is th
the disbursement of funds for il
implementation of the Appropriation A
2010 was not based on the annual cash pk
The
contraventions will be investigated in 2011

and disbursement schedule.

Power to Approve Virement
2.24. Under Section 27(1) of the FRA, 20(

funds should be used solely for the purp
specified in the Appropriation Act. So
flexibility is introduced in Section 27
which provides that:
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... the Minister may in
exceptional circumstances
and in the overall public
interest, recommend for the
approval of the

National Assembly
virementis from sub-head of
account, without exceeding
the amount appropriated o
such head of account.”

In effect. virement can only
be made from one sub-head
to another subhead under
the same account or head of
expenditure. This
limitation of virement to
one head of account is to
ensure that Government
policy is not easily changed.
A change in policy requires
a supplementary budget.
not virement.

2.25. In 2010, the FRC witness
virements not known to law or financal
regulations. This occurred when the
Federal Capital Territory
Administration vired expenditure from
education and health sub-heads and
heads of account to the works or
transport sub-heads and heads of
account. The change of appropriation
from one head to another should have
been carried out through supplementary
appropriation.

Podited b 5. 7 L s +5 2SS

Budget Implementation Reporting

FRA. 2007-

20(1). The Minister of Finonee, through the
Budget Office of the Federction, shall
monitor and evaluale the implementction of
the Annual Budget, assess the atiginment of
Fiscal targets and report thereoncn o
guarterly basis to the Fiscal Responsibility
Council (Commission) and the Joint Finanoe
Commiitee of the National Assembly.

30(2) The Minisier of Finonee shall
cause the report prepared pursuant to
subsection 1 of this section to be
published in the mass and electronic
media end on the Ministry of Finance
websife not later than 30 doys ofier the
end of the quarier.

2 27. The first, second and third
quarter budget implementation
reporis were sent to the FRC as
follows:

Pamrg Teseacs ae Smtec AR Wotermes Safe Sumg te meseg
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S/N | Name of Report Due Date Time Sent  Length of Time
Behind
Schedule
1. |2010 1#t Quarter |31 March 2010 |4 Sept. 2010 | 5 Months
2. 12010 22 Quarter |30 June, 2010 |7 Oct. 2010 |22 Months B
:
3. 12010 3~ Quarter |30 Sept. 2010 |28 January, |4 months
2011
4 [2010 4 Quarter |30% Jan.2011 |06 June 2011 | 5 Months

Source: Letters from the BOF Submitting BIRs

2.28.  Although, the FRC commented on
these reports and sent its comments to the
President, NASS, FMF and others, it is
pertinent to also observe here that the
reports were sent too late. Comments on
them would not have the desired impact on
the subsequent quarter budget execution.
The subsequent quarter budget execution
might have been completed by the time the
prior quarter ceport arrived at the FRC.

229. In the circumstances, the
publication of the reports in the mass and
electronic media as well as on the Ministry
of Finance Website was behind time. In
the situation, the reports would only be
useful for research purposes; certainly not
for improving the implementation of the
subsequent quarter budget.

2.30. As if the Ministry of Finance had
heeded the comments of the FRC, the 4*
Quarter 2010 Budget Implementation

Report, combined with summary

Consolidated Budget Implementatio:
Report for 2010, was submitted to the FR(
on 2% June, 2011. However, while the ¢
quarter report came 5 months behin:
schedule, the consolidated report for the ful
year was alive and fresh on arrival. A:
usual, the FRC will comment on th:
combined report and disseminate its views

later.

2010 Revenue Performance

2.31. After two Supplementary estimates
to Federal Government of Nigeria budget
estimated revenue budget stood at
N3,179.80billion.

A total of revenue of N2,958.72 billion o
93.05% was actually collected. A summan

of revenue performance is given in table 2.4
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Table 2 0 Inflow to the 2010 FOGN sudget (in Nbn)

SN[ ITEMOF REVENUE | BUDGET ACTUAL %
PERFORMANCE
1. |Total Rovenue | 3,179.80 2,958.72 93.05
2. | Oil Revenue | 1,456.50 1,266.88 87.04
3, | Non-Oil Revenue (CIT, | 830.09 674.63 81.27
___| VAT, Custom, 1GR)
4 | Share of 8pecial A/C,
Unspent Balance
Share of KECA and
| Other Sources 894.21 1,017.21 113.76

Source,

2010 Fourth Quarter and Consolidated Budget

Implementation Report, Budget Office, 2011, page 21

232, Revenue performancee of 93.06% looks
This is due probably to the
downwards review of the oil benchmark
price and Ol production figure in the course
of mupplementary budgets.  The other
nources, budgeted at N894,21 billion yielded
nctunl revenue of N1,017.21 billion, It
should be realised that these source which

impressive,

constituted 34.38% of the revenue were
npecinl itemu, and ng such, they do not occur
every year, In foct, they were used as
financing items, On the whole, oil revenue
constituted about 66,26% of the regular
recurrent revenue while non-oil revenue
traniled behind, making up the balance of
34, 16%,

Expenditure Performance

2.33. Outof a total budgeted expenditure of
N56,159.66 billion, the sum of N4,047.06
billion or 78.44% was spent in 2010. A
summary of the expenditure is presented in
Table 2.5.

'RUDIENCES

: } e sy

Chief Dr, Adewumi Abitoye Comm. Strategic communication
during a live radip programme in Abuja
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"""" e
53 oo e muranenns :,;“]«‘ORMAN CE
i [TRM OF BUDGET | ACTUAL
EXPENDITURE
1. | Total Expenditure 6,169.66 | 4,047.06 B
2. | Total Recurrent 3,211.39 2,961.86 v2.23
Expenditure
3. | Total Capital 1,764.63 833.27 50.60
Expenditure
|

Source: 2010 4" Quarter and Consolidated BIR, 2011 page, 28

234,  In terms of relationship, while
recurrent expenditure was 65.64% of the
budget, capital expenditure was 34.46%,
After execution, recurrent expenditure
became 73,18%, while capital exq_enditure
dropped from 34.46% to 20.68%. Transfers
to the NDDC, National Judicial Council and
Universal Basic Education Commission
were not taken into consideration because
they were mixtures of recurrent and capital.
The total actual recurrent expenditure of
78.44% and capital expenditure of 50.60%,
particularly capital, should be discounted by
the amount spent on last year's capital
projects extended from 1 January to 31"

March, 2011, Also, using the concept:.

“releases” and “cash-backed”

instead

budgeted figures, to evaluate capital bui;

performance is misleading.

The |

comment has been made many times, butt

Ministry of Finance seems not to agree w
the FRC. This smarks of contravention.

2.35. The growth of recurrent expenditu

particularly personnel, including pensio
and overhead costs is worrying. T
relationship between personnel ci
gratuity and pension, overhead cost to t

recurrent revenue are as follows:

). Personnel Cost-to-Revenue (1,380.50; 1,941.5)%

ii),

Pension and Gratuity-to-Revenue (183.18: 1,941.51)%

ili),  Overhead-to-Revenue (982.20: 1,941.51%)%

iv),

Total Recurrent-to-Revenue (2,546: 1,941.51)%

(Source: 4" Quarter and Consolidated BIR 2010 from Budget office)

71.11%
9.45%
50.60%
113.14%
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approved budget rased deficit to 43587,
while the supplementary budgets further
¥mend it to 6.33% However, at the end of
Decomber, 2010, actual revenue, including
financing items, stood st N2 953 72 billion
N4.047 06
bithon thus leading fo a shortfall or actual
deficit of N 1,0%8 34 bilhon

The actual deficit-to-GDP ratio s (1,083 34/
31,265 00) x 100 This works out at 3 447

Fortunately, the actuzl defiert of 3 43% was
below the supplementary budget of 633
butf above the prescnibed 3%

250 The deficit of N1.038 34 billion was
financed by

while total expenditure was

Nba
b Balsof Qoverniment Froperty = 740
W Frvatization Frocesds = 6.30
i Bnarsof the ECA & 97 66
iy Domestic Boreowing (FON Bonds) & 1,104.30
v Wend Bank Loean (3500m) E: 1503
Toral = 1.290.75
fee Actual Defieit = 1OR834
“Burplus” % AzAL

(e 4" Quaeier and Consolidared BIK 2010 from Budget office)

b totdss i Assot Munsgoment

4 Al bie weder v avoid volatile
Fedtesttftitsputtois (F b Dtutnion i biiih cyelon of
bbb e vbaatits it st inbed Dugtuiting prublic
bgestitdibiine, Baehiie S of the FRA, 2007
‘NWN’M fer Wi wnrabigsinsot bW wbabilize

This

areangement, otherwise known as oil-price

(lovernment expenditure.

rule, requires the Government to Bx 4
conservalive benchinark prce for oil, quiie
The fixed
benchinark price w used to prepare the
budget, while the excess betwesn the

below the market price.
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revenue windfalls ensued. These savin
were being deducted by the Feden
Government from the Federal revenu
before their distribution to al
Governments on the basis of th
Federation Account Allocation Formuls
[t was argued by the States that this wa
against the spirit of the 2002 Suprem

benchmark price and market price 1s paid
into the excess crude account (ECA) with the
CBN.

2.41. The ECA balance is shared, when the
need arises, among the Governments of the
Federation. Pending the actual sharing,
each Government know its entitlement. The

unshared amount is invested by the CBNon Court decision which ruled a
behalf of the Governments in the Federation ypconstitutional 'First Charge
after due consultation with them. withdrawals from the Federatio

243 According toSection 35(3): Account.

‘Na Government in the Federal shall have
aceess to the savings made in pursuance to
subsection (2) of this section, unless, the
reference commodity price falls below the
determined level for @ period of three
consecutive months”

2.43. The augmentation referred to in
subsection (3):

“.. shall be limited to such sums that
will bring the revenue of government to the
level contained in it3 budget.”

. Also in subsection (7):

*.. subject to agreement by Federal and
State Government in the Federation, a
proportion of the squings may be
appropriated in the following year for
the capital projects and programmes.”

2.45. The ECA was properly
administered up to 2007 when the credit
balance in the account was about $20
billion. There after political resistance,
aimed at the practice of saving oil

2.46. In December, 2007, the Federd
and State Governments signed i
memorandum of understanding (MOU
that:

). the Federal Governmen
should continue to manage th
ECA;

ii). any amount in excess of Nl

trillion in the ECA should b

shared,;

ii). in exchange, the State
committed to withdraw thes
funds gradually and us
them for capital projects.

2.47. Disturbed by the spate o
withdrawals from the ECA, the FRC it
2009/2010 called for the bank statemen
on the ECA from the CBN. The CB)
obliged. Alarmed by the frequency @
withdrawals and declining balances, th
FRC requested the Minister to compl
with section 35 of the FRA and, provid
authorization for the withdrawals frof
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the ECA. The Minister's response did not
impress the FRC.

2.48. Accordingly, the Commission set
up a body to carry out an in depth study of
the operation of the ECA in order to
determine whether or not Government
complied with the provisions of the FRA,
2007. As at the time of reporting, the
body set up to study the management of
the ECA is yet to produce its final report.
At the end of 2010, the balance in the
ECA had declined from about $20billion
in 2007 to about $400 million.
consequently, the external reserve fell,
the rating agencies underrated Nigeria
from B+ to B-, inflation rose etc.

2.49. Meanwhile, the FRC wrote to the
Minister and CBN to regularly reconcile
the ECA and follow the Act in its
management. This notwithstanding, the
Government set up a Sovereign Wealth
Fund (SWF) to probably replace the ECA.
The SWF will be covered in the 2011
Annual Report.

Proceeds from the Sale or Transfer
of Public Properties/Rights Over
Public Assets:

2.50. In order to ensure that proceeds
from the disposal of public assets done by
the Bureau of Public Enterprises (BPE)
and the Presidential Implementation
Committee (PIC) on the sale of Federal
Government houses were handled

Audited Annual Report & Accounts 2010//27

strictly in accordance with the provision
of Section 53 of the FRA, 2007, the FRC
opened up a channel of communication
with the two organisations in 2009. After
a long and strenuous effort, the FRC was
able to obtain the response of the BPE in
2010 which contained information on the
disposal of assets handled by it. From the
information made available by the BPE,
the Bureau was able to dispose of four (4)
Federal Government Companies from
July, 2007 to August 2010, the details of
which are shown in table 2.6:

The Chalrman of FRC Alh Alnyu annl Yelwa
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Table 2.6. Proceeds from the Sale of Privatised Companic

Transactions From July 31, 2007 to August 2 N
s/n | Transaction | Addres | Method of | Date of | Name of Proceed= Expenses Net Prv,:
s Sale Sale Investor —
1. | Lafia)i Sugar | Lafiaji, | Liquidation | 24th BUA 11,111,80- 17,226,200.00 (6.114.2-;\!
Company Kwara Aug. Internatio
State 2007 nal —
2. | Nigeria Akwa | Liquidation | 1% Negris 400,000 75,658,000 32443
Newsprint Ibom July, holdings
manufacturing 08 Ltd
3. | Skypower Willing 30t Skypower | 5522100, | 1,133,873,186 | 4,388
Aviation buyer Sept Aviation ‘
Handling willing 2009 Handling
Company seller (NAL Company
Liquidation)
4 | Nigeria Jos Sale of 2009 Various 10,811,723 709,300 | 10,1024
Mining some buyers
Corporation moveable
assets

Source: BPE Letter dated 27 September 2010

2.51.
worried that the expenses incurred in selling
Lafiaji Sugar Company outstripped the
value of the Company. The Commission has
therefore commenced investigation into this

From Table 2.6, the Commission is

matter.

All efforts made by the Commission to
secure the response of the Presidential
Implementation Committee which handled
the sale of Federal Government houses and
other assets across the country have been
rebuffed. The Commission has, under the
powers conferred on it by section 2 of the
FRA, 2007, taken steps to secure compliance.

Capital Projects Execution; Need for

Inspection
2.562.  As for the capital Component of the

2010 budget, the Commission analysed the

1%, 2" and 3™ Quarter BIRs of 2010:
observed a number of issues that reg
deeper attention, especially the reportirg
on-going capital projects. It was notedt:
a number of projects reported on in tk
Quarter were omitted in the 2* Quans
even 3" Quarter Report, even though
projects were at various stages of comple:
It is the opinion of the Commission that:
a project is reported as on-going, reportisi
it should be continuous up to full compl
Cases in point as revealed in the§
include the following in Table 2.7.
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Table 2.7, Projects Reported in the Q1 & Q2 but not in the Q3 BIR 2009

[s MDA PROJECT CONTRACTOR | CONTRAC | STATUS | STATUS 2%
| N ‘ 197 QUARTER
Nbn QUARTER |  BIR 2010
I BIR 2010
1 | Work i. | Reconstruction of Triacta
Gombe-Numan-Yola Nig. Ltd .
Road (Yola-Numan 4.08 36% 80%
Section)
ii | Rehabilitation of Messrs
Gombe-Numan-Yola Triacta Nig | 8.52 20.19% 36.15%
Road (Section II) Ltd.
ii | Construction of Gombe | Messrs
i. | bye-pass Road Triacta Nig | 3.092 23% 34%
Ltd.
iv | Dualization of Kano- CCECC
Maiduguri Road Nig. Ltd -
Section V (Damaturu- 89.98 “a% 29%
Maiduguri Road)
v. | Dualization of Ibadan- | PW Nig.
Ilorin Road Section I Ltd 19.7 93% 96.8%
2. | FCT i. | Abuja Rail Mass CCECC
Transit Project Phase I | Nig. Ltd $841.65 17% 21%
(Lots 1 & 3)
3 | Education |i. | University of Messrs
Petroleum Resources, | Magifants
Effurun: Construction | & 2 others 40%, 40% &
of College of 1.5bn 18% 45%
v . 0
Engineering, Female
Hostel and Main
L Auditorium
4 | Transport |i. | Rehabilitation of Rail | Messrs
Tracks, Bridges, CCECC "
Culverts from Lagos - | Nig. Ltd 12.2%n | 6.6% 16.78%
J(!hl)ll

ource: 1%, 2" and 4" Quarter 2010 BIRs
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263, The importance of consintency in
project inspection aw well ns their status
reports in the Quarterly BIR's until such
projects are completed eannot he over-
emphasised

2.54.  Inaddition, going by the spirit of
Sections 30 & 650 of the Act, it in the view
of the FRC that the Commission should
verify some of the capital projects, Some
MDAs have denied the existence of some
Projects credited to them in the BIRs,
However, the Commission even though
it had selected a sample of few projects
for such exercise across the country, it
was unable to physically move out of
Abuja to see and evaluate them because
it did not have the required budgetary
provision,  Such exercise will entail
engaging experts like a civil, electrical,
mechanical and structural engineers,
quantity surveyors, and so on, The
Commission had therefore made a case
for budgetary allocation in 2011 hudget
proposals for the physical inspection of
projects reported on in the BIRs,

Compliance with Due Process
Requirements On Contracts

2.65. In exercise of the powers conferred
on the Commission by Section 3(a), the
Commission requested for information
from the Bureau of Public Procurement
regarding contracts awarded for the
execution of the 2010 capital projects,
The FRC wpecifieally asked for

information on
the MDAs 1
compnrison, |

ontracts nwarde |

000 and 2010 ¢
of contracts ¢
certified by the I onuin 2000 and
and the policy of the Bureau |
cortifiention of contraets,  The Bup,
obliged the request on 16" Decerd,
2010,

2,06, From the annlysis of informa,
supplied, the FRC was able to dis
that n total of 286 projects wy
processed and issued with “Certific,
of No Objection” by the Bureau for Put!
Procurement in 2009, while 1
corresponding figure for 2010 was 22
The Commission selectod 40 projet
out of the lot submitted by the bur:
and spread across the geo-political zoe
and MDAs,  This is for analysis s
determine compliance with 1)
established  procurement  procedur
After scrutinizing the submission,
Commission decided to undertsi
physical evaluation of these projects
relate its findings to those reported |
the Quarterly BIRs,

Reyenue Monitoring

2,68, The relevant provision of the Fi
mandates the Federal Ministry |
Iinance to quarterly report on buds
execution to FRC., To test complias
with this provision, the FRC called *
revenue returns from the MDAs. !
Table 2.8. (a),(b)and® are the MV
reRPONBes,
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2.59. AscanbeseenfromTable2.8a-cthere monitor the remittance of revenue to the
are wide variances between the approved Treasury and always evaluate revenue
targets and actual collections by most of the performance against approved targets.
MDAs sampled. This is due to either over

_ambitious projections or the collections have
inot been fully reflected by the MDAs
‘concerned. The commission is currently

2.60. Meanwhile, the Commission is on the
trail of the defaulting MDAs. In the event of

‘looking into the cause(s) of such variations in continued default, the relevant provisions of
%order to address them accordingly. Also itis the FRA, 2007 will be invoked to ensure

'imperative that there should be regular compliance. The defaulting MDAs are

‘quarterly reconciliations between the

shownin Table 2.9.

‘Ministry of Finance and the MDAs. The
'Ministry of Finance should constantly

| Table: 2.9: Defaulting Ministries, Departments & Agencies

Federal Ministry of Aviation

Federal Ministry of Finance

Federal Ministry of Science & Technology

Federal Ministry of Transportation

O | | |

National Sports Commission

CLEARANCE / HAUTEUR 22M

A cross section of Commissioners on study tour to Canada
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIC OF NIGERIA

CHAPTER 3

DEBT, INDEBTEDNESS
AND BORROWING

Transparency
Integrity
Truth
Justice
Prudence
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Parts IX and X (Sections 4147 of
e FPiscal Responsibility Act. (FRA) 2007
provades for the:

@Q framework for debt

management:;

& Lmts on consolidated debt of
the Federal, State and Local
Governmenis:
servicing of external deb::
verification of compliance with
Dmits;

(v} lending by financial

Institutions;

(T

av;

prohibitions against the
Ceniral Bank of Nigeria
(CBN) 1n 1ts relation with

Government. 1ts Agencies and

)

Parastatals: and

the power of the Minister to
guarantee loans.

These provisions in the FRA.
2007 are intended to secure order,
accountability and transparency in public
debt wransactions within a medium term
borrowing policy framework that will
ultimately lead to the long term debt
sustainability. Debt transactions in 2010
are reported upon and examined below to
show what transpired and, whether or not,
debt can be sustained in the prevailing
situation.

Framework for Debt Management
34. The FRA empowers all tiers of

(v12)

D <
32

Audited Aeva Fe o & Acooarts 2035

x

Government to borrow for only capital
expenditure and human development on not
more than 3% Interest rate with long
amortization period and on approval of the
Did the

Government comply with these

appropniate lezizlative body.

requirements’

3.5. All the outstanding external debts of
both Federal and State governmentsas at 31
December. 2010 were for capital expenditure
and human development. They were on
reasonably long amortization periods of not
less than 10 yvears. However, there is no
clear evidence to show that the loans were
obtained on concessional interest rate of 3%
orless. However, about 92 12% of thedebtis
owed to multilateral agencies like the World
Bank,
Association, and so on, which charge
concessional interest rates. The balance of
about 7.88% of the debts are owed to the
Paris Club.
commercial loaps which attract interest

International Development

The Paris Club loans are

ratesof over 3%.

3.6. Inthe area of domestic debt, there were
no clear indications that Governments were
borrowing for only capital expenditure and
human development on 3% interest rate with
the approvals of the appropriate legislative
body. Forexample, the outstanding Federal
domestic debts of N4, 551,822,388,000.00
were made up of:
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it  floating and fixed bonds of 5% -

(1) development steck on more

than 3%; interest rate;

(1) Nigerian Treasury Bonds of
S -12.5%:
(v}  Nigenan Treasury Bill: and

(v)  Promissory Note.
3.7.  Most of these domestic loans which
mature in 5-20 vears have no evidence
specifving the purposes for which the loans
were taken. In 2010 zlone, 35 Nigerian
Treasury Bills were issued amounting to
about N1, 277,101.539,000.00. The
purposes of these loans were not specified
and the approval granted by the FEC or
NASS was not indicated. Cost/benefit
analysis or feasibility study was not done for
these loans.
38. Probably, these loans were used to
refinance matured securities, budget
deficits. registration of voters, personnel
payment and overheads. Non-compliance
with conditions for borrowing might have
been based on the escape clause in Section
41(2) of the FRA. 2007 which says:

Notusthstonding the procisions

of subsertion I(a) and subject to
the approcal by the Notional
Asserbly, the Federal Goernrment

may borrew from the copitel market.

g, Inthe prevall,
situaton, particularly v
the escape clause, it 1s Jegz,
difficult to say that the Fete,
domestic borrowing from %
capital market did not coy,
with the provisions of the TT.
2007. However, the appriy
of NASS would have s
sought and obtained beie
contracting the debis.

Limits on Consolidated Debt of ih

Federal.State and Local Governmen:

3.10. Section 42(1) of the FRA. 207
requires the President and Nztom
Assembly (NASS) to fix limais

consolidated debt for the three mers o
Government. Since 2009, no fewer tha
three letters have been addressed to i
Minister of Finance to initiate action In to=
regard. The Minister once rephied o i
Commission's letters to the effect that
was taking action and that as soon as
NASS approved limits of consolidated deix
of the tiers of Government, the informsatio:
would be made available to the Commissaon
As at present, no further correspondenx
from the Minister on limits on consolidatw

debt had reached the FRC.

(%3 CamScanner


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

Servicing of External Debt

_}3.11. According to Section 43(1), “Servicing

bf external debt shall be the responsibility of

the Government that incurred the debt.” So

¥

%far, the Federal and State Governments
ihave been servicing debts incurred by them
respectively. Cases of wrong debiting or
%ﬁharging of debt servicing to States have

been resolved amicably.

Conditions of Borrowing and

Verification of Compliance with Limits
i

BT

.12. Under Section 44(i) of the FRA, 2007,
ny Government of the Federation, its
gencies or corporations that wants to

orrow must:

T e T

(1) specify the purpose of the loan;
| and
(i)  present cost/benefit analysis of

the loan purpose.

1.13.  Furthermore, the purpose for which
he loan is intended must be in the approved
udget and the proposed loan, including
xisting other public debt, should not exceed
he fixed limit of consolidated debt of the
orrower. The proceed of the loan must also
e utilized for the intended purpose.

.13.AWhile the FRA, 2007 requires the
MO to maintain publicly accessible
lectronic database of external and domestic
ebts of the three tiers of Government, the

Audited Annual F. \coounts 2010//37

FRC should verify quarterly, each tiers
compliance with conditions for borrowing
and debt limit.
implemented?

3.14.
specified the purposes for which the external

Were these provisions
The Federal Government rarelly

loans were meant. The cost/benefit analysis
as well as the feasibility study for the
external loans were hardly done. If done at
all, it was perfunctorily carried out, merely
by listing or enumerating some benefits of
theloans. Although,the NASS approved the
external loans, such loans were scarcely
authorised in the previous or current
Appropriation Acts.

3.15. At the sub-national levels, the
external debts were treated in the same way
Although
legislative approvals were obtained, the loan

as the Federal external loans.

projects were hardly reflected in the past or
present Appropriation Acts. They were not
subjected to serious cost/benefit analysis or
feasibility study.

3.16. In 2010, all the tiers of Government
The

Federal Government borrowed mainly from

engaged in domestic borrowing.

the capital market. The State Governments
borrowed from both the capital and money
(commercial banks) markets, while the

Local Governments borrowed from the

money market or commercial banks. No tier

of Government complied fully with the

conditions for borrowing in the domestic

CamScanner
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markets as stipulated by the FRA, 2007.

3.17. Since 2009, many requests have been
placed on the DMO by the FRC to provide it
with database on the external and domestic
debts of the Federal, State and Local
Governments. As usual, the DMO on 18

March, 2011, ina letter replied this way:

You may wish to be informed that
currently, 36 States of the
Federation do not have a complete
domestic debt data, which
necessitated the DMO to take
initiative starting from 2008

to help States establish the Debt
Management Departments (DMDs)
and reconstruct their domestic
debt data. According to our
schedule, the exercise would be
completed in 2012, Therefore, the
DMO is currently not in a position
to supply data in respect of the
domestic debts for States.

3.18. Not satisfied with the
responses from the DMO over the
years, the FRC, in 2010,
addressed a letter to the 36 States
and FCT to furnish the
Commission with database on
their consolidated financial
positions, clearly stating their
outstanding external and
domestic dehts as at 30 June, 2010
and 31 December, 2010,
respectively, Early in 2011,
officials of the FRC were sent to
the States and FCT to obtain the
same data earlier called for in a
letter. As at today, only 6 States
have responded, out of which 2
States disclosed their domestic

debts. The other 4 States we
either silent on, or reportefi r
domesticdebt. The remaini,
30 States and FCT are yet to mz;
any response. FRC will contin;
to press until all respond.

3.19. In the course of the said d:
collection visit to the States and FCT, ¢
Commission learnt that some of the s:-
nationals were either querying !
constitutional power of the Feder'
Government and FRC to pry into the:
financial administration or seeking the'

Governors' approvals to release such d,:\‘.I

The Commission also discovered that onl;-l

States had formal Debt Managemezs
Departments. -
3.20. Consequent upon the lack °
adequate and reliable data, it wr
impossible to verify compliance with t
conditions for borrowing. This impossibi
was made worse by the lack of consolidat:
debt limits suggested by the President &
approved by the NASS.

Lending by Financial Institutions
3.21,
operators in the Nigerian capital mars
were advised by the FRC in 2009 of ¢
provisions of the FRA, 2007 to the effect

The banks in Nigeria and ma

any lending to any Government of

Federation and its agencies or corporat:
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bove the approved consolidated debt
The lenders

vere to confirm compliance with the limits

yalance would be unlawful.

refore approving loans to Government. Did
he lenders do so?

3.22. Probably, the financial institutions
1ave been lending to the three tiers of
jovernment and their agencies and
orporations. This probability, which is
nore of a possibilify, could not be verified
recause the limits on consolidated debt for
he Governments of the Federation have not

)een submitted tothe NASS for approval.

2rohibitions against the CBN in its

telation with Government, Agencies
ind Parastatals

1.23. Section 46 of the FRA, 2007, prohibits
he CBN from:

(1) buying fresh issues of

Government Securities;

(i) exchanging its securities with
that of the Government,
whether temporary or not; and

(iii) guaranteeing loans for any

Government in the Federation.
+24. The CBN is however, allowed to
nderwrite securities issued by the Federal
iovernment for refinancing matured
ecurities provided the proceeds are sold to

he public at the market price. There is no

Audited Annual Report & Accounts 2010//39

evidence to show that the CBN was in breach
of the prohibitions and provision.

Power of Minister to Guarantee Loans

3.25. TheMinister, subject to the approval
of the Federal Executive Council (FEC), is
authorised by section 47 of the FRA, 2007 to
grant guarantees to any Government in the
Federation, provided the beneficiaries
counter- guarantees equal to or greater than
the amount of guarantees by the Minister.
Such counter guarantees shall require the
State and Local Governments to authorise
the Federal Government to deduct overdue
payments from their statutory revenue. No
sub-national Government and Federal
Agency can obtain external loan without the
guarantee of the Federal Government.

3.26. In 2010, only one external loan was
concluded to-fund the Nigerian electricity
and gas. The loan was granted by the
International Development Association
(IDA) direct to the FGN. No sub-national
Government obtained external loan. There
was therefore no problem of loan guarantee

in the external loan sector.

3.27. With regard to domestic loans, the
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327, With regard to domestic loans, the
Federal Government borrowed from the
capital market in the form of bonds and bills.
There is an allegation that the House of
Representatives borrowed the sum of
N10billion or N40billion from the money
market contrary to the provisions of the
FRA, 2007. The FRC has decided to
investigate the alleged loans taken by the
House of Representatives.

328.  Sub-national Governments, even
though they have no complete debt records,
borrowed from both the capital and money
markets in 2010. In many cases, the State
Governments issued irrevocable Letters of
Payment Order to pay from their statutory
revenue In favour of lenders to the
Accountant-General of the Federation
(AGF) as counter- guarantee. Did this
amount to proper guarantee by the
Minister? Were the letters issued after
obtaining the approval of the FEC?

_and long term p

The FRC will embark on the investiga:..
these guarantees and counter-guar:s,
toensure that they complied with the -,

Nigerian Debt St
3.29. There 1

over debt sustaing

ainability

| On-going contro
ity in the medium 4
ds in Nigeria.
authorities, p 1cularly the 0.
ice (DMQO) of

e view that Nige

Management ¢
Federation, hold
debt is sustainablc i the medium and|
term periods. Their opinion is based o
result of debt sustainability anay
contained in the DMO's Report .
Annual National Debt Sustainat
Analysis (DSA) 2010,
DMO:

According

Solvency indicators in the baseline scenario show that Nigeria's total public &
would remain withinthe sustainability thresholds throughout the projectionyes
(2010-2029). The net present value (NPV) of total debt is 16.2 percent of the ¢/
in 2010; this would fall to 2.2 percent in 2020 and 0.9 percent in 2029, and s
remaining well below the indicative threshold of 40 percent,

(%3 CamScanner
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3.30. The DMO represented its view in Table 3.1 below.
Table 3.1: Debt Sustainability Indicators

Threshold DSA Result

N 4
| 2010 i1 2015 2020 2029
NPV Debt-to-GDP 10 162 12455 22 09
' NPV Debt-to-Revenue 250 126.4 1349 93 £5.4 1096
Debt Service-to-Revenue 30 11.7 13.7 55 80 160 |

Source: DMO, Report of the Annual National Debt Sustamability Analysis (DSA), 2010, page 26.

33. On the other hand, public
commentators have expressed the view,
particularly in the mass media, that
Nigeria's total debt was not sustainable.
They argued that the prevailing growth rate
of debt was higher than the growth rates of
revenue and the GDP. They also cited the
cases of failed loans, stressing that loan
proceeds were not often utilized for the
purposes for which they were intended. In
brief, they hold the opinion that Nigerian
loans do not generate growth, most of the
loan proceeds being used for non-capital
expenditure.

3.32. A report on Government debt
operations in 2010 is contained in the 4~
Quarter of 2010 and Consolidated Budget

Implementation Report, by the BOF at pages
27-29. Revenue and debt servicing figures

for 20009 and 2010 are alao 21 pages 21 and 28
of the same BIR. At page 8 of the FMF's
2010-2012 Medium Term Expenditure
Framework (MTEF) are GDP figures for
20009 and 2010. The DMO, at page 15 of its
DSA 2010, gave the growth rates of GDP as
6.5% (2007), 6.4% (200%8) and 6.9% (2009).
These figures will be used to examine the
perspectives of debt sustainability in
Nigeria. First, some statements on the
relationship of debt to revenue and GDP.
3.23. Debt has some relationship with GDP
and revenue. If the growth rate of debt is
higher than the growth rates of the GDP and
revenue, debt is unsubtainable. Similarly, if
debt servicing grows at {aster rate than GDP
and revenue, debt s not sustainable,

3.34. Generally, un-sustainable debt
leads to national bankruptcy, high price
inflation, erowding out and other economic

stresses. Now, to the size and comparative
figures of debt, GDP and revenue,

(% CamScanner
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Stee and Chavacteristios of Nlgevla Debt inevoane of 1
An ot 30 Docombory, 2010 the §3,047,501,2006.00

KIRHY

Nigovian  oxtornal dobt atoek atood at 2000,
$~ln'\'c'!*.’c'ﬂ\\.tW«’.m\mil\lun. !‘!‘“t‘\‘”l\k e oxtornnl dobt are sl

over the ste
lion on 31 Deey
ad trond of Nig,
vininTablo 3,2,

'I‘Iw Size

Table 3.2 Rigo and Trend of Nigerian'a External Debt

States andPeT| 1,660,498,176,30

Total $,720,160,400,00

Percontage
inerease %

336, The domestic debt of the Federal
Government alone ineronsed from
N3,764,108,000,00 in June, 2010 to
N4,661,822,388,000.00 in December, 2010,
recording a rise of 21% in six months, Total
recorded national debt, both external and
domestic, stood at N4,444,891,718,260.00 at
the end of June, 2010, By the end of
Decomber, 2010, total national debt had
risen to N5,238,6137,836,639,00, displaying
an increase of 17.87% insix months,

3,37, Atotal debt of N6,238trillion, when
compared to the GDP of N31,265trillion in

2010, gives n debt-to-GDP ratio of 16.70%.

1,820,712,782.04
3,047,801,205.90

16.00%

In US Dollars
Government | 2008 2000 ' QUf(i """""" -
BN [20080222000 | L105606080 | 26780048018

.000,704,8154
1.678,769,65761

16.00%

This ratio compares favourably with!
DMO's projected NPV debt-to-GDP rate
16.20% and it is also within the prese
threshold of 40%, This is good.

3,98, However, while debt-to-gross rew
of N2, 958.72billion is 177.08%, det
recurrent revenue of N1, 941.51bilke
269.86%.
say that debt was growing faster ©
revenue for two reasons, One, de

Under this sconario, it is s

recurrent revenue of 269,86% was b
than the prescribed threshold of 250% (!
1) and the projected ratio of 129,4% (!
by the DMO. In fact, while veev”
revenue grew by 9,18% in 2010, debt g

1
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aver 1% in tha lnat sbomontha of 2010, ‘

H L The relationship hetwean  dehi
sorvicing and revenue da orucinl o debi

guatainability, The comparative figares for

Tauble 8,0 The Comparativa Flgures for e

At Anpviaal Beguit B Acisinbs J000//A%

foht, sorviclng and revenua growths hetwean

2000 und 2010 areshown in'Fablo i,

i, Heprvies and Rovonue

2010 2001%) Crowth

N billion | N billion Rnto %
Domentic Dobl Borvico 316,70 214,04 06,16
Fxternal Dobt Sorvice 39,40 37,20 7,01
Revenue 1,041,061 | ,HH2,04 HR K
440, Aw shown In Table 3 uhove, debt  revenue,  Although this ratio in helow the

survicing was growing fstor than revenue,
A further unnlysis of debt seryvico Lo ravenue
throws up n ratio of 21.40% in 2010, that is,

total domestic and external dobt sorvico:1o:

341, Dbt was growing fnster than the GDIP?
and revenue, in 2010, Therefore, there was
stress in the economy ns manifosted by high
interest rates, inflntion, crowding out nnd
mounting deficits, Although there nppenred
10 he “dabt hrake” in forelgn borrowing, the
rate and froquency of domestic borrowing
wore high, Although the DMO projects that
debtto:GDP ratio will full overtime, from
16,2% in 2010 to 0.9% in 2029, this will not

N,

it in
stthatantinlly higher than the ratio of 11,7%

projected for 2010 by the DMO,

proseribed  threshold of 30

happen unless policy mensures nre takon,
Huch poliey netions will inelude ineronse in
rovenue, reduction in recurront oxponditure
or both, Relianee on the debt-to-GDIP ratio of
40 porcont nu threshold for detormining deb
sustninability should he uned with eaution
heenune Nigorin wont bankrupt in 2006 when
b debtto-GDP patio wan nbout 28%, What
renlly mattorn s koop the growth of” doht

helow the growth of GDIP and revenue,
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIC OF NICERIA

CHAPTER 4

BUDGETARY PLANNING OF
CORPORATIONS AND OTHER RELATED
AGENCIES

Transparency
Integrity
Truth
Justice
Prudence

[
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Part 1V (Section 21.24) of the FRA,
007, provides for the implementation of
seal responaibility by selected corporations
sted in the schedule to the Act. Scheduled
orporations, out of the numerous
sporations and agencies of the Federal

Audited Annual Report & Accounts 2010//45

Government, are only thirty-one. Out of the
thirty-one, seven (7) corporations have been
privatized. The FRA, 2007, now applies to
only the remaining twenty-four
corporations. The scheduled Corporations
are listed in Table 4.1.
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Table 4.1: Lists of Scheduled Corporations in FRA 2007

Sn Name of Corporation Sramis 1
%
1. Nigerian National Petroleum Corporation (NNPC) i
3 Nigerian Depesit Insurance Corporation (NDIC)
3. Bureau of Public Enterprises (BPE)
4 National Agency for Science and Engineering Infrastructure
5. Nigerian Social Insurance Trust Fund (NSITF) '
6.  Corporate Affairs Commission (CAC)
7. National Clearing znd Forwarding Agenc) '
8 | Nigeria Unity Line Prvacze:
g Nigerian Maritime Administration and Safety Agency Prrvzoze:
(NIMASA) Chasged ‘=
110, ' Nigerian Shippers Council (NSC)
11, Nigerian Maritime Authority (NMA)
12.  Raw Marital Research and Development Council
‘13 Nigerian Civil Aviation Authority (NCAA)
‘14, | National Sugar Development Council (NSDC)
15, | Nigerian Postal Service (NPS)
16, | Nigerian Ports Authority (NPA) '
117, | Federal Airport Authority of Nigeria (FAAN)
118, | Nigeria Mining Corporation (NMC) ;
19,  Nigeria Re Insurance | Privacized !
0, | Niger Dock Nigeria PLC Privatizet |
91 Secuntles and Exchange Commission (SEC) Privatized
29. | National Insurance Corporation of Nigeria (NICON) o
93, Nigeria Re-insurance Corporation Privazzed
24.  Nigerian Telecommunication (NITEL) ' .
2. National Automotive Council (NAC) Privatzet
26, | Nigerian Tourism Development Corporation (NTDC) |
27.  Nigerian Communications Commission (NCC)
28, | National Agency for food and Drug Administration and
Control (NAFDAC) ;
29, | Nigeria Custom Service (NCS) ‘
20, | Federal Inland Revenue Service (FIRS)
41, | Central Bank of Nigeria (CBN) f

Source: Schedule to the FRA, 2007,

4.2. Al the remaining 24 corporations are required by FRA, 2007 to prepare:
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) and submit to the Minister, their
stimates of revenue and expenditure for the next
wree financial years, that is, rolling plan or
fedium Term Expenditure Framework (MTEF)

ot later than June every year,

(i)  annual budget derived from the
ATEF;and
(iii)  projected operating surplus (both

ii and iii) to be submitted to the

Minister not later than August

every year.
1.3. On his part, the Minister is required by the
\ct to attach the annual budgets and projected
)perating surplus by Corporations as part of the
\ppropriation Bill tobe submitted to the NASS.
1.4.
o establish general reserve fund into which

Furthermore, the corporations are obliged

wenty percent (20%)of their operating surplus
thall be paid. They should, by law, audit their
iccounts not later than three months after the

Audited /

end of the financial year. v ot eichty
percent (80%)of the operatin, hould be
paid into the Consolidated Revenue Fund (CRE)
of the Federal Government not later than 30 days
after the accounts have been audited

45. In 2010, the FRC, in the course of
monitoring and enforcing the provisions of
the FRA, 2007, wrote to, and dialogued with,
the corporations. Long sessions were held
with some of them to discuss and agree on
what they should do.
Kaduna with the representatives of the

At a workshop in

schedule corporations as well as other
HDAs and officials of the FMF, it was
resolved that once the Minister attached
corporations' budgets and projected
surplus to the draft Appropriation Bill
submitted to the NASS,
unnecessary for the NASS to invite the
corporations to defend their budgets.

it became

Table 4.2: Below is a table showing level of compliance by the scheduled Corporations:
.NIGERIAN NATIONAL PETROLEUM CORPORATION (NNPC)

S/IN ITEM STATUS

i MTEF 2011 - 2013 Not Submitted

il Approved Budget 2010 Not Submitted

ii Audited Account 2007 Submitted

iv Audited Account 2008 Submitted

v Audited Account 2009 Submitted

vi Audited Account 2010 Not Submitted

vii Operating Surplus 2007 Nil
| viii Operating Surplus 2008 Nil
- ix Operating Surplus 2009 Nil l
C X Operating Surplus 2010 Nil ’t



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

o
c
C
3
O
%)
S
S
©)
172)
)



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

a8 Audited Annual Report & Accounts | 2010

2 NIGERIA DEPOSIT INSURANC' 1, CORPORATI¢ ¥ (NDI (i',) =
SN[ ITEM | STATUS
4 MTEF2011-2013 T ot Submitted

il Approved Budget 2010 mﬁ i
Th Audited Account 2007 bmitted
I iv Audited Account 2008 u—b—nrﬁ—t—t?e_d—’-~ |
; v. Audited Account 2009 submitted
4 vi. Audited Account 2010 Submitted
Vil Operating Surplus 2007 N1.8 bn
viil, Operating Surplus 2008 N4.4 bn
IX. Operating Surplus 2009 N1.27 bn
X Operating Surplus 2010 Nil
3.BUREAU FOR PUBLIC ENTERPRISES (BPE)
! SIN ITEM STATUS
L MTEF 2011 - 2013 Not Submitted
| il Approved Budget 2010 Not Submitted
1i. Audited Account 2007 Submitted
v Audited Account 2008 Submitted
V. Audited Account 2009 Not Submitted
Vi, Audited Account 2010 Not Submitted
vil. Operating Surplus 2007 Nil
viil, Operating Surplus 2008 Nil
iX. Operating Surplus 2009 Nil
¢ | Operating Surplus 2010 Nil
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4.NATIONAL AG uNCY FOR SCIENCE ENGINEERING & INSFRASTRUCTURE (NASEND

SIN ITEM STATUS

i. MTEF 2011 - 2013 Not Submitted

il. Approved Budget 201Q Not Submitted

ii. Audited Account 2007 Submitted

iv Audited Account 2008 Submitted

V. Audited Account 2009 Submitted

vi, Audited Account 2010 Not Submitted

vii. Operating Surplus 2007 Nil

viil, Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Surplus 2010 Nil
5.NIGERIA SOCIAL INSURANCE TRUST FUND (NSITF)

SIN ITEM ) STATUS

i MTEF 2011 -2013 Submitted

il Approved Budget 2010 Submitted

il Audited Account 2007 Submitted

iv Audited Account 2008 Submitted

v. Audited Account 2009 Submitted

vi. Audited Account 2010 Not Submitted

vii, Operating Surplus 2007 Nil

viii, Operating Surplus 2008 Nil

ix, Operating Surplus 2009 Nil

X, Operating Surplus 2010 Nil
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6.CORPORATE AFFAIRS COMMISSION (CAC)

SIN ITEM STATUS

i MTEF2011-2013 Not Submitted |

% 1, Approved Budget 2010 Not Submitted ﬂl :
ii, Audited Account 2007 Submitted 7 §
iv Audited Account 2008 Submitted
V. Audited Account 2009 Submitted ;
vi. Audited Account 2010 Not Submitted |
Vil Operating Surplus 2007 N826.3m
viil. Operating Surplus‘2008 N3 bn }
IX. Operating Surplus 2009 Nil B
X Operating Surplus 2010 Nil

7.NIGERIAN MARITIME ADMINISTRATION & SAFETY AGENCY (NIMASA)

SN ITEM STATUS
1 MTEF 2011 -2013 Not Submitted
il Approved Budget 2010 Not Submitted
i, Audited Account 2007 Not Submitted |
iv Audited Account 2008 Not Submitted
2 Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vil. Operating Surplus 2007 Nil -~
Vi Operating Surplus 2008 Nil
ix, Operating Surplus 2009 Nil
X. Operating Surplus 2010 Nil
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8. NIGERIAN SHIPPERS COUNCIL (NSC)
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SIN ITEM STATUS
1. MTEF 2011 - 2013 Submitted
il Approved Budget 2010 Submitted
il Audited Account 2007 Submitted
iv Audited Account 2008 Submitted
v. Audited Account 2009 Submitted
vi. Audited Account 2010 Submitted
vii. Operating Surplus 2007 N30m
viii. Operating Surplus 2008 N22m
ix. Operating Surplus 2009 N20m
;9 Operating Surplus 2010 Paid
9.NIGERIAN MARITME AUTHORITY (NMA)
S/N ITEM STATUS
i. MTEF 2011 - 2013 Not Submitted
ii. Approved Budget 2010 Not Submitted
ii. Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted
v. Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vii. Ogerating Surplus 2007 Nil
viii, Operating Surplus 2008 Nil
ix. Operating Surplus 2009 Nil
B X. Operating Surplus 2010 Paid
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10.RAW MATERIAL RESEARCH & DEVELOPMENT COUNCIL (i.. 'DC)

SIN ITEM  STATUS

1. MTEF 2011 - 2013 Not Submitted

il Approved Budget 2010 Not Submitted

1. Audited Account 2007 Not Submitted

iv Audited Account 2008 Not Submitted

v. Audited Account 2009 Not Submitted

Vi. Audited Account 2010 Not Submitted

vii. Operating Surplus 2007 Nil

viil. Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Qurplus 2010 Nil
11.NIGERIAN CIVIL AVIATION AUTHORITY (NCAA)

S/IN ITEM STATUS

i. , MTEF 2011 - 2013 Submitted

ii, Approved Budget 2010 Submitted

ii. Audited Account 2007 Submitted

iv Audited Account 2008 Submitted

v. Audited Account 2009 Submitted

vi. Audited Account 2010 Submitted

vii. Operating Surplus 2007 N95.4m

viii., Operating Surplus 2008 N80m

ix, Operating Surplus 2009 i N80m

X. Operating Surplus 2010 Paid
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12.NATIONAL SUGAR DEVELOPMENT COUNCIL (NSDC)
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S/N ITEM STATUS

i MTEF 2011 -2013 Not Submitted

il Approved Budget 2010 Not Submitted

ii. Audited Account 2007 Not Submitted

iv Audited Account 2008 Not Submitted

V. Audited Account 2009 Not Submitted

vi. Audited Account 2010 Not Submitted

vil Operating Surplus 2007 Nil

viii. Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Surplus 2010 Nil
13.NIGERIAN POSTAL SERVICE (NIPOST)

S/N ITEM STATUS

i MTEF 2011 - 2013 Not Submitted

il. Approved Budget 2010 Not Submitted

il. Audited Account 2007 Not Submitted

iv Audited Account 2008 Not Submitted

v. Audited Account 2009 Not Submitted

vi. Audited Account 2010 Not Submitted

vii. Operating Surplus 2007 Nil

viii. Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Surplus 2010 Nil
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Nil
Nil
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Nil
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v
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Vi,
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Vil
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Approved adget 2010
Audited Aveount 007
Audited Aveonnt 2008
Andited Aceount 2000
Audited Aceount 2010
Operanting Hurplus 2007
Operatng Surplis 2004
Oporating Nurplus 2000
Oporating Hurplus 2010

HIATUN
Not Hubimitted
Not Hubmitted
Not Hubmitted
Not Hubimitted
Not Hubmitted
Not Hubmitted
Nil
Nil
Nil
Nil
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16.SECURITIES AND EXCHANGE COMMISSION (SEC)
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SN ITEM STATUS
i MTEF 2011 - 2013 Not Submitted |
S Approved Budget 2010 Not Submitted

il Audited Account 2007 Not Submitted

iv Audited Account 2008 Not Submitted

V. Audited Account 2009 Not Submitted

vi. Audited Account 2010 Not Submitted

vil. Operating Surplus 2007 Nil

viil. Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Surplus 2010 Nil

17.NIGERIAN TELECOMMUNICATION COMMISSION (NITEL)

SIN ITEM STATUS
1 MTEF 2011 - 2013 Not Submitted
il Approved Budget 2010 Not Submitted
il Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted
V. Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vii. Operating Surplus 2007 Nil

viii. Operating Surplus 2008 Nil

ix. Operating Surplus 2009 Nil

X. Operating Surplus 2010 Nil
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18.NIGERIAN AUTOMOTIVE COUNCIL (NAC)

SIN ITEM STATUS
1 MTEF 2011 - 2013 Not Submitted
ii. Approved Budget 2010 Not Submitted
il Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted
V. Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vii. Operating Surplus 2007 Nil
viii. Operating Surplus 2008 Nil
ix. Operating Surplus 2009 Nil
X. Operating Surplus 2010 Nil

19.NIGERIAN TOURISM DEVELOPMENT CORPORATION (NTDC)

SIN ITEM STATUS
i MTEF 2011 - 2013 Not Submitted
ii. Approved Budget 2010 Not Submitted
ii. Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted
v. Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vii. Operating Surplus 2007 Nil

viii. Operating Surplus 2008 Nil

X, Operating Surplus 2009 Nil

X, Operating Surplus 2010 Nil
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20 NIGERIAN COMMUNICATIONS COMMISSION (NCC)
SIN ITEM B
i MTEF2011-2018 | NotSubr, |
il Approved Budget 2010 Not Submitted
i, Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted T
v. Audited Account 2009 Not Submitted
vi. Audited Account 2010 Not Submitted
vil. Operating Surplus 2007 Nil
viil. Operating Surplus 2008 Nil
ix. Operating Surplus 2009 Nil
X. Operating Surplus 2010 Nil

21.NATIONAL AGENCY FOR FOOD & DRUGS ADMIN. & CONTROL (NAFDAC)

SIN ITEM STATUS
i MTEF 2011 - 2013 Not Submitted
i, Approved Budget 2010 Not Submitted
T Audited Account 2007 Not Submitted
iv Audited Account 2008 Not Submitted
v. Audited Account 2009 Not Submitted
T, Audited Account 2010 Not Submitted
P vil. Operating Surplus 2007 Nil
viil. Operating Surplus 2008 Nil
i X, Operating Surplus 2009 Nil
>__ X. Operating Surplus 2010 Nil
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99 NIGERIA CUSTOMS SERVICE (NCS)

SN ’ ITEM STATUS
i L MTER2011- 2013 ot Submitted
Y Approved Budget 2010 ot Submitted
L Audited Account 2007 ot Submitted
W Audited Account 2008 ot Submitted
v. Audited Account 2009 lot Submitted
vi. Audited Account 2010 | Not Submitted
vil. Operating Surplus 2007 Nil
Viil. Operating Surplus 2008 Nil
iX. Operating Surplus 2009 Nil
X. Operating Surplus 2010 Nil
23.FEDERAL INLAND REVENUE SERVICE (FIRS)
SIN ITEM STATUS
1. MTEF 2011 - 2013 Not Submitted
1. Approved Budget 2010 Not Submitted
i, Audited Account 2007 Not Submitted
v Audited Account 2008 Not Submitted
V. Audited Account 2009 Not Submitted
T Audited Account 2010 Not Submitted
vil, Operating Surplus 2007 N6.3bn
viil, Operating Surplus 2008 N6.8bn
iX. Operating Surplus 2009 Paid
i % Operating Surplus 2010 Nil
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94, CENTRAL BANK OF NIGERIA (CBN)
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SIN ITEM
e MTEF 2011 - 2013 Not &

I Approved Budget 2010 Not Suc.
ii. Audited Account 2007 Not Subn.
iv Audited Account 2008 Not Submitter
V. Audited Account 2009 Not Submitted
Vi. Audited Account 2010 Not Submitted
vil. Operating Surplus 2007 N8.1m
viii. Operating Surplus 2008 N2.1m ‘
iX. Operating Surplus 2009 Nil
X. Operating Surplus 2010 Nil |

e

Source: Returns from various Corporations

4.6.
confirmed that fiscal responsibility was

Feedbacks from the corporations,

being adopted by a majority of the 24
scheduled agencies. The rate of compliance
with the FRA, 2007 is however low. The
pattern of the corporations' responses to,
and compliance with, the FRA, 2007 are
indicated in Table 4.2,

4.7. Based on the data in Table 4.2, 12.5%
of the 24 corporations produced and
submitted to the Minister and FRC their
MTEF 2011-2013 in 2010. With respect to
budget, 4.17% had approved budget for 2010
and draft 2011 budget. Many corporations
were in arrears of audited account. In fact,
25% submitted 2007 audited accounts, 25%
submitted 2008 audited accounts and

20.83% have audited accounts for 2009.
According to the provisions of the FRA 2009,
the audited accounts of the scheduled
corporations for 2010 were not due until
March 2011, they will therefore feature in the
2011 annual report.

4.8. In 2009, N21,664,624,211 was
collected as operating Surplus. This
figure rose to N36,766,807,439.80billion
in 2010, leading to an increase of
115.04%. Based on this singular
performance, it can be said that
although the impact of the provisions of
the FRA, 2007 was painfully slow, it has
come out exceedingly fine. Table 4 shows
the operating surpluses collected in 2009 and
2010.
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Table 4.3: Operating Surpluses Collected in 2009 and 2010

(In Naira)

s2  Name of Corporation " 2009 2010
1 Nigerian National Petroleum Corporation (NNPC ) i Nil N
2 | Nigerian Deposit Insurance Corporation (NDIC) 620719200 | 1Z0ETEE
"3 | Buresu of Public Enterpnises (BPE) Nil —iNa
4 | National Agency for Science and Engineering Nil NI
| Infrastructure
L Nigerian Social Insurance Trust Fund (NSITF) Nil ) Nd
8 | Corporate Affairs Commission (CAC) 4,255,246,60% Nl TS
7. | Nigerian Manitime Administration and Safety Nil NI
| Agency (NIMASA)
8 | Nigenian Shippers Council (NSC) 52,050,910 | TA000.0W
@ | Nigerian Airspace Management Agency (NAMA) Nil L0007
' 10. | Raw Manital Research and Development Council 6,339,502.40 | N
11. | Nigenian Civil Aviation Authority (NCAA) 80,000,000 255 436 O
12. | National Sugar Development Council (NSDC) Nil Nz
13. | Nigerian Postal Service (NIPOST) 32,459,200 109157400
| 14 | Nigerian Ports Authority (NPA) 2,890,000,000 Nzl
15, | Federal Airport Authority of Nigeria (FAAN) Nil | Na
' 16. | Secunties and Exchange Commission (SEC) 1,929,651,319.40 { Nal
17| Nigerian Telecommunication (NITEL) Nl N2
|18, National Automotive Council (NAC) 44922 671.20 ,: 173173288
19 : Nigerian Tourism Development Corporation (NTDC) | Nil 1 Ni
' 20. | Nigerian Communications Commission (NCC) 1,600.000,000 | 4.000 00
21 { National Agency for food and Drug Administration | Nil B
i . and Control (NAFDAC) {
| 22 ‘ Nigena Custom Service (NCS) Nil | Nl
123 | Federal Inland Revenue Service (FIRS) Nil Nl
28| Central Bank of Nigeria (CBN) Nil 310000
| | Total: N21,664,624,211.00 | 38768507 &8

Source: Returns from various Corporations

v,
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4.8. There are challenges confronting the
implementation of the FRA, 2007 in the
corporations, The agencies are slow in
;'complying with the Act and adopting fiscal
responsibility. For five decades, since 1960,
;they were used to the indulgency pattern of
‘discretionary financial management. There
;'is, therefore, no doubt that the corporations
;require time and coaching to adopt and
‘implement fiscal rules. The FRCis aware of
'this and is tackling the problem through
Eseminars, workshops, dialogues and, in
Esome cases, by showing “red eyes” to the very
‘:iweak agencies.

49,

gaccounting practice to be adopted for

!
‘topical issue. Though this problem holds

The problem of the acceptable
determining the operating surplus is still a

'some corporations from paying true level of
ioperating surplus to the FGN, its amicable
Esolution isreasonably in sight.

'4.10. Many Corporations, obviously
rich ones, like the NNPC, were making [
losses year by year even if fuel subsidy

the Nigeria Custom Service is falling
Apart
from efficiency problem, it seems that

behind in revenue collection.

the performances of some agencies are
being hampered by weak transparency

and accountability.

was fully discounted. Such agency as | :;

Audited An. . 2010//61
4.11. Despite rep: mnds and
reminders, the Ministry ¢ has not
been forthcoming in two | One, the
Minister has not added . ‘he list of

Scheduled Corporations since seven (7) of
them were lost to the private sector through
the process of privatization. Two, even
though the FRA, 2007 clearly provides that
the budgets and MTEF of the corporations
should be part of the attachment to the
Appropriation Bill to be submitted to the
NASS, the Minister has not done so once
since 2007. Consequently, the corporations
deal directly with the NASS.
Members of the NASS have been signing the
approved budgets of these agencies. The
FRC will continue to mount pressure on the
Ministry of Finance until it complies with

In fact,

the law; otherwise the legal process will be

invoked against the Ministry.

S AL "

From right Commissioner Monitoring and Evaluation, Alhaji Shuaibu A Kore,
Commissioner Strategic Communication, Dr. Adewumi Abitoye
and Commissioner Representing Private Sector,

Alhaji Suleiman Abubakar Standing for the National Anthem
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»\ FISCAL
RESPON 5IBILITY
COMMISSION

FEDERAL REPUBLIC GF NIGERIA

CHAPTER 5

IMPLEMENTING
FISGAL RESPONSIBILITY
IN THE STATES

Transparency
Integrity
Truth
Justice
Prudence
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n Nigerin, the Federation
Account is shared almost on
50:60 basis between the States,
neluding Local Governments, and the
federal The relationship
wtween the Federal and subnationasl

Government,

Jovernments can be likened to the two sides
f & pair of scissors, When one side of the
ieissors stops working, the entire seissors
itops cutting, Similarly, if the Federal and
State Governments make and implement
:ommon fiscal policy, the national economy
would move in the same direction, When,
however the two tiers have and implement
different fiscal policies, the national
pconomy drifts in different directions,

b.2.
Bill was originally drafted, it was intended to
cover the federal, State and loeal

Hence, when the Fiscal Responsibility

Governments, The States resisted the
original bill on constitutional ground, The
States' resistance relied on the
constitutional provision which gave them
ﬁl:(» freedom to manage the state resources in
their own way, When finally, the fiscal
Responsibility Act was enacted in 2007, it
was made to be applieable to only the Federal
Government, except in the areas of Public
debt, Banking, Currency, Savings and
Assets management,

5.3, Despite the recognition of the
constitutional freedom of the State and Loeal
Governments, the FRA, 2007, for the

Postiiad fosi o s oI
purpose of fiscal pol it
federation, makes prov: s 17,
20, 31, A1 and H4 that b wnd
persussive to the 0. 't Jmend

Governments,
0.4, "These sections provide ',
() State and Local Governments
that desire shall be gssi5004d by
the Federal Government w
manage their fiscal affairs
the
expenditure framework;
(i) In preparing their annual
hudget, Btate and Local

within medium-term

Governments may adopt Part
II - Annual Pudget with
modification as may he
necessary

i)  Implementing their annual

budget, State and Local

Governments may adopt the

provisions in Part IV -

Budgetary Planning of

Corporations and other

Related Agencies with such

modifications #s may be

necessary and appropriate;

(ly) In incurring public
expenditures, State and local
Governments may adopt the
provisions on public
expenditure with modifications
as may be appropriate; and

(v) 'The Federal Government may
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provide technical and financial
assistance to State 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
assetsadministration.
5.5. Incomparison the Commission looked
at the practice of Fiscal Responsibility Brazil
and India. In Brazil, the Fiscal
Responsibility Law (FRL) applies to Central,
State and Municipal Governments.

In India, separate FRLs appl; .
Central and State Government. |
two years of the adopiio
implementation of the FRLs, the &
and over 92% of the Staie
implemented the laws.

The Situation in the States.

5.6. The Commission conducted z o
of the status of Fiscal Respoze
Legislation in all the States =
Federation. The results of the =-
showed that the States, based o= -
performances, were categorized v

following 5 groups.

From right Commissioner Strategic Communication, Dr. Adewumi Abitoye,
Commissioner Monitoring and Evaluation, Alhaji Shuaibu Kore, and Commiss<”

Wﬂa Private Sector, Alhaj| Suleiman Abubakar Standing for the ne”
antnem.

(% CamScanner


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

Audited Annual Report

Table 5.1: Status of Implementation of Fiscal Responsibility in the Stat«

's/n | Category States | Number of | Percentage |
- State of States J
1 | States that have passed Bauchi |4 State 11.1}
the Fiscal Responsibility | Delta
Law and their governor Ebonyi
- have given assent Kwara
2 | State that has passed the |Ogun 2 States | 5.3
Fiscal Responsibility Law | Ondo
and their GOVERNOR((s)
ARE YET TO GIVE
| ASSENT
3 | States that have drafted | Abia 13 States | 36.11
the Fiscal Responsibility | Akwa-
Bill and PRESENTED IT | Ibom
TO THE STATE Anambra
LEGISLATURE
Benue
Ekiti
Enugu
Imo
Kogi
Niger
Osun
Oyo
Yobe

& Acto unts ‘7010//65
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‘s | Category States Nun orof wluioi‘{rt'llt:\.;-,
’ State of States
| A AR
‘4 | States that have drafted | Cross 8 States 22.22
the Fiscal Responsibility .0 =
| Law and NOT YET
PRESENTED IT TO Edo
THE STATE Gombo
LEGISLATURE G
Kaduna
Katsina
Kebbi
Rivers
Taraba
5 |States where the Fiscal | Adamawa | 10 States 2718

Responsibility Law 1s

YET TO BE DRAFTED Bayelsa

Borno

Jigawa

Kano

Lagos

Nassarawa

Plateau

Sokoto

Zamfara

b ' ' 136 States | 100

R r—

R e

Source: Consnltants Renarte an- -
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5.7. In Nigeria, only 4 States or 11.11%
passed their own FRL after three yearsof the
commencement of the FRA, 2007 in Nigeria.
This is a very low adoption when compared
to the Brazilian and Indian cases where over
929 of the States passed their own FRLs or
adopted the Central law within two years of
the commencement of such laws. In Brazil,
the Central Government made the law for

-

Audited / gort & A

the three tiers of Government while in India,
the Central Government made its own law
and draft model law for the States to adopt or
modify. Efforts are on by the FRC to assist
other 32 States to get their FRLs enacted.

LA\

RSt
La L S LN

. -
i
o

Members of the Commission in a group photograph with officials of Nigerian Embassy
in Ottawa- Canada when they went for Capacity-building mission

(%3 CamScanner
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FISCAL
RESPONSIE iLITY
COMMISSICN

FEDERAL REPUBLIC OF NI* RIA

CHAPTER 6
TRANSPARENCY AND ACCOUNTABILITY

Transparency
Integrity
Truth
Justice
Prudence
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Sections 48-50 of the Fiscal
Responsibility Commission, 2007
provide for transparency and
accountability in fiscal transactions.
These sections provide among other
thingsthat the:

(1)

(i1)

(iii)

Federal Government shall
ensure that it's Fiscal and
financial affairs are
conducted in a transparent
manner and accordingly to
ensure full and timely
disclosure and wide
publication of all its
transactions and decisions
involving public revenues
and expenditures and their
implications for its
finances;

NASS should ensure
transparency during the
preparation and discussion
of the MTEF, Annual
Budget and Appropriation
Bill;

Federal Government shall
publish their audited
accounts not later than six
months following the end of
the financial year and in
the mass media not later

than Tmonths following the

(iv)

v)

(vi)

6.2.

Audited Annual Report & Accounts 2010//69

end of the financial year;

Publication of General
Standards for the
consolidation of public

accounts shall be the

responsibility of the OAGF;
Federal Government

through the BOF shall
within 30days after the end
of each quarter publish a
summarized report on

budget execution as may be

prescribed by the FRC
Minister of Finance shall
publish, not later than
6months after the end of
the financial year, a
consolidated budget
execution report showing
implementation against
physical and financial
targets. The consolidated
report shall be submitted to
NASS and disseminated to
the public.

The Federal Government had

been substantially transparent in its
Fiscal transactions in 2010. However,
there were topics such as:

)

Non-consultation with the
states before preparing the
MTEF 2010-2012 and non-
consultation with the CSOs
and NGOs during the
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preparation of the MTEF
2010-2012;

(i)  Lack of transparency in the
preparation and
publication of two
supplementary budgets;

(i) Setting aside the
provisions of the IFiscal
Responsibility
Commission, - 2007 on
savings and asset
management in favor of an
MOU with the States in the
operation of the ECA
without amending the law;

(iv) Borrowing from the capital
market in the form of bond
without specifying the
purpose of borrowing or
doing cost/benefit analysis
and f‘cnsibility study as
required by the Iiscal
Responsibility
Cummi-ssiun. 2007

6.3,  The NASS, although it debated
the MTEF 2010-2012, the annual
budget, it did not organize public
hearings for them, The consideration

of the two supplementary budgets
appeared to be doneina hurry.

6.4, Despite promptings {rom the

[iscal Responsibility Commission
the Federal Government did no
publish its audited - ccounts fo
2009 or publishitinth: nass media
Up till now, t ¢ Fiscal
Responsibility Comm: sion has not
sighted any copy of th: 2009 auditeq
accounts of th Federal
Government.

Meanwhile, the production of the
audited accounts for 2010 and it
publication are due in June and
July, 2011. The Fiscal
Responsibility Commission hopes t
receive the reports in good time.,

6.5. With regard to the quarterl
budget implementation report and
consolidated budget executio
report, the Federal Governmen
through the BOF and Minister ¢
Finance had done relatively well,
Unfortunately, however, the reper
reached the Fiscal Responsibilit
Commission dead on arrival, Som
came about Hmonths behind tine
Worse still, the report did not, ¥
some cases, comply with the forn
prescribed by the FRC. The FR!
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© 2007 authorize the FRC to prescrihe 1ts provisions on transparency nnd
. thereport formats. accountability will attract

I . " s 1 . " I " ' ‘ M
.~ 6.6. In the circumstances, it igs l/m( Hlll.,lil(l‘ﬂlm “”".”""”"3‘ to the
i ‘ , orney-Gener he Pedornt

Lasvvad that the lssues of rney-(ie nernl u! the Fedorntion
for possible prosecution,

transparency and accountability have
to be taken more seriously., Future
delayed compliance with the Act and

The Emirof Yaurl, Dr. Zayyanu Abdullahl [CON] (in Abbldn] In a snapshot with
the Chalrman and other Commissioners during a courtesy call on Him,

Commission member in Birnin Kebbi - Kebbi State for a Retreat

3
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIC OF NIGERIA

CHAPTER 7

RESEARCH AND
DISSEMINATION OF STANDARDS

Transparancy
Intagrity
Truth
Justion
Prudenos
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8 required by Section 4 and
subsections 1(h) and 1(¢) of the
FRA, 2007, the FRC

- disseminated some standard practices

including international good practices that
would result in greater efficiency in the
allocation and management of public
expenditure, revenue collection, debt contro)
and transparency in Fiscal matters, Such
Standards were incorporated in the
numerous comments and reports forwarded
to the FRC stakeholders,

7.2. Furthermore, the FRC embarked on
two major studies on budgeting and
management of the ECA. Minor studies
were carried out on the MTEF 2010-2012
and the Appropriation Act 2010 to show how
much they agreed with each other or
complied with the FRA, 2007,

Study on the Management of the
Excess Crude Account (ECA)
July 2007 to March 2010,

7.3.  Owing to the spate of complaints in
both the electronic and print media to the
effect that the ECA was being accessed at
will by the Governments even when the
price of oil was clearly above the budgeted
price, the Commission obtained from the

. CBN the statement of the account from

which it was evident that the ECA had been

- accessed several times for unspecified
- purposes, Since the condition precedent to

the accessing of the Account is clearly spelt
out in the FRA 2007, the Commission saw
the need to undertake a study on how this
account was being managed. The study team
had made a reconnaissance survey of the
management of the ECA and made
preliminary recommendations which
include:-

(i)  Maintaining balances in the
ECA to provide measurably

high degree of confidence in the

Fiststsd bevisd Sagrrt & bessprts 20l 1T

availability of sufficient
resources in case of negative oil
price shocks,

Designing and implementing 2
transition accumulation path o
build up a2 targeted level of
savings to avoid zn abrupt
adjustment of spending.
Updating the targeted level of
savings regularly in consonance
with MTEF, where price shocks
affect the planned positions.
Framing a savings objective in
addition to the stabilization
objective to give a more robust

Fiscal policy outlook tothe ECA.
The study is at the verge of
completion and thereafter, the
Commission will invite
stakeholders to deliberate on
the report before dissemination
to the public.

(1)

(ii1)

(iv)

Analysis of the 2011-2013 MTEF, 2011
Budget and Operating Surplus of
Corporations

7.4. The study of the 2011-2013 MTEF and
the 2011 budget highlighted the
macroeconomic variables on which the
framework was hinged. The projections of the
macroeconomic variables are listed below:

(%3 CamScanner
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D
(1)
(m)
(wv)
v)

7.5,

Project GDP

Inflation rate
Exchangerate to 1US$
Benchmark oil price
Budget deficit

7%

less than 10%

N150

$65 per barrel
5% of GDP

The study observed that there were variations in the projections vis-a-vis the Ny,
document, allof which should form the basis of the MTEF.

Table 7.1: Variations in projected Macroeconomic Variables in,
MTEF vis-a-vis 2011 Budget/Vision 20:2020

| SIN| Variable MTEF 2011 Budget Vision
{ 20:2020
|
1 { Inflation rate Single digit | 13.4% Single
digit
t 181
2 | Borrowing Projected $7.1 Billion (DSA | 60:40
(External & $12.1 Billion | recommendation)
. | Domestic)
3 | Benchmark oil $58 $65 NA
price !
4 |GDP Growthrate |7% NA search & |13.8% |
insert by CPRS -
5 | Revenue Estimates | N2.47 N2.83 Trillion NA
| Trillion
6 | Projected N4.63 N4.22 Trillion NA
Expenditure Trillion
7 | Budget deficit 3.2% 3.62% 3%
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T Prom the foregoing, the study's

{indings suggest that:

() There was no synergy in the use of the
various documents that should
form the basis of the MTEF,

() Ceilings on expenditure in MTER
were placed on capital
expenditure, which was too low
and not in line with the 60:40 ratio
envisaged in vision 20:20 and
NEEDS. This would not be in line
with anticipated growth in the
economy;

(i) The budget deficit of over 3% of GDP
as projected in the 2011 budget
implied that to finance the budget
a projected domestic borrowing of
$12.1Billion was required which
surpassed the recommended total
borrowing of $7.1Billion in the
ratio of 60:40 for capital and
recurrent expenditures
respectively.

7.7. The study recommended that:

(a) Early preparation of MTEF, fusing all
necessary variables from the
relevant documents so as to
have a solid foundation for
annual budget,

(b) Assumptions
macroeconomic variables
should cover the next three

and

financial years, while actual
for the preceding three

Annual Report & Accounts 2010//78

financial years be shown in

compliance with the
requirements of the FRA.

(¢) Capital expenditure should increase
to 40% of the budget in order to
drive and sustain economic
growth as envisaged in the
Vision 20:2020,

Collection and Collation of Approved
Budgetary Estimates, Final Accounts
and Internally Generated Revenue
from States

7.8, Itisimperative tocollect data of eritical
fiscal variables pursuant to the preamble to
the FRA 2007 which requires “...prudent
management of national resources,
ensuring long torm macroeconomie stability
of the national economy..."

During the year, staff of the
Commission vigited all the thirty-six States
of the Federation and collected approved
budgets, final accounts and internally
generated revenue from all the States, The
cooporation from all the States is
commendable as all of them obliged the
Jommission with the relevant data,

7.9. The data ave being collated and will be
used to study, among others, the following::

() Comprohensive aggregate

rovenue and expenditure of the
States Foederal
Qovernment to give a clear
position of financial relations
and transactions between

and

them.

CamScanner
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Study of policy thrusts of State
budgets with a view to

(1)

ascertaining the synergy in the
direction of policy priorities of
States,
Governments,

I'ederal and Local

Federal Goyvernment Budget
Implementation Study For The Five
Years Period 2005-2009

7.10,
as signified by general public outery,

Low capital budget implementation

especially open complaints of the National
Assembly, and Budget Implementation
Reports made it imperative to study budget
implementation, The Commission,
therefore, instituted a 5-year study of budget
implementation (2005-2009) to establish the
extent of budget implementation. A draft
report has been submitted and preliminary
finding showed that:-
(1)  Lateness in the submission/ passage
of the appropriation bill was largely
for the
implementation of the budgets.
Impact of the annual capital budget
was low because of the distortion in

responsible poor

(ii)

the structure of expenditure which is
largely on recurrent items rather than
capital projects.

7.10A The view of the draft study report on
budget implemantation is that capital
budget performance did not translate
into the stated priorities of

Government the aspirations

the Nigerianp e,

7.11. f the preliminay
recommendations, - study suggests
that there was the need to improve th
budget cycle by securing prior approval ¢
the legislature based on full presentatic
and established feasibility before bein,
admitted into the budget. The study i
being reviewed in-house and its fing

As par

recommendations will be circulated ¢
stakeholders before dissemination to the
general public.

Dissemination of Standards and
International Good Practices

7.12.
standards and

As part of its effort to improve
imbibe the
international good practices, the

best

Commission undertook study visits to some
countries with effective budget laws and
others with successful Fiscal
Responsibility and Fiscal stability.

7.13. Visits were made to Brazil, India and
the United States of America. Brazil ané
India are among the world's growing and
developing economies popularly known as
BRICS (Brazil, Russia, India, China and
South Africa). Their growth has been
closely related to their effective
implementation of Fiscal Responsibility

Legislations. The United States of Amencs
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n the other hand, has strong and effective
udget legislations and procedure.

7.14.
league of developing countries and have

Brazil, India and Nigeria are in the

similar administrative setups; all are
Federations with States and Municipalities.
e interesting aspect is that while the
Fiscal Responsibility Legislation in Brazil
covers all the three tiers of Government,
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those in India and Nigeria do not. Indian
legislation is only for the Central
Government while Nigeria has a hybrid;
with 'Debt and Borrowing' and 'Savings and
Assets Management' cutting across all tiers
of Government. A graphical Comparison of
the three Countries is shown in Table 7.2.

Table 7.2: Application of FRA in Brazil, India and Nigeria

Basis | Form of Govt. | Noof | Noof |Admin. Coverage| Control
States| States | Structure | of Instrument
Implem Laws
Count ented
Brazil Pre-idential 26 26 Federation | All tiers | Sanction
and
Deviation
Correction
Mechanisms
India Pa:liamentary | 28 26 Federation | Centre | Carrot and
only Stick with
inbuilt
measures
Nigeria | Presidential |36 5 Federation | Hybrid | Not specific

7.15. In both India and Brazil, the
emphasis has been on Debt reduction and
enhanced revenue generation while
remaining within the approved budgetary
projections. Over the years since
commencement of the implementation of the
Fiscal Responsibility legislations, the level

of Debts in both countries has been on the
decline while economic growth indicators
are on the rise
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7.16. The United States exhibits sound
checks and balances in their budgeting and
expenditure processes in order to provide for
prudent Fiscal Management. A Study of the
US system has enriched the Commission's
overall view of
prudent and

Audited Annual ., ort & Accounts | 2010

accountable for performance.
7.18. The implementation of F;
Responsibility does not rely on the us
force in its infancy. Even at rel:
maturity in Brazil deviation correy
mechanisms a
institutional sanctions y

transparent Public
Sector Financial
System.

7.17. The
Commission's
team also
interacted with
some IMF officials,
Congressional
Budget Office and
the Chairman, Ways and Means Committee
of the United States House of
Representative, among others.

7.17.a. The study tours had expanded the
views and perceptions of the Commission
and led to the following findings:-

a. Real Independence of the
regulatory agency or commission
is fundamental.

b.  Well financed operations and
budget predictability are
imperative,

e Key complementary
institutions work relatively well,
for example, a workable justice
system requires good courts, good
police and prisons.

d.  The mass media play a critical
role in raising awareness of the
citizenry as well as reporting
fairly and objectively.

e. Effective anti-corruption
agencies are themselves

.

precedence over indivg
penalty rules. The Fys
Responsibility is ther
part of the country’s poly
) culture.

7.19.

Fiscal Responsibil

Global coveraz

facilitates strong econz
growth as in Brazl
situation where States:
free to enact their own versions of Fs
Responsibility Laws without subjec
them to the authority of FRA will lead tes
optimal growth and stability, as:
experiences of Brazil and India shows B

is growing faster than India.

“v"_l'fu‘ (LTI e,

NETWORK

Studio

g% " . o\
Commission members in the studio of Rad=-
in a Phone-in-Programme in Abwa -
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Commission members with Officials of Nigerian Embassy in Ottawa Canada
on a capacity building mission in may 2011
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FISCAL
RESPONSIBIL/TY
COMMISSION

FEDERAL REPUBLIC OF NIGERIA

CHAPTER 8

ENFORGEMENT OF THE
FISCAL RESPONSIBILITY ACT, 2007

Transparency
Integrity
Truth
Justice

Prudence
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by er.an 'T

wgerian Tounsz Develnpment

ton (NTDC) and

“

he enforcement of the Corporat

provisions of the FRA, 2007 is (d) National Sugar Development Comnrl
difficult. It is true that the NSDC)
4= poreaces for offences and empowers the  Bureau Of Public Enterprices (BPE)
TRC 30 compel persons and Government 5.4. From the onset. the management of

mscwomons to produce information on BPE has been cooperating This was

Teihr revenue and expenditure, Investigate
mmsrzventions of the Act and report
mS=mders to the Attorney-General of the
Tadsrztion for possible prosecution. The
rumsshment or sanction for the offences or
muizton of the provisions are not specified
wwriteninthe Act.
£33 In the prevailing situation, the FRC
3 Ekes 2 policeman without gun and the
zoovision for possible prosecution by the
AL3F iz like 2 black hole. The apparent lack
of sznction make persons and Government
Zmssitutions treat compliance with the Act
w2h levity.
22 = For the purpose of enforcement, the
Cao—mission request for, and the Inspector-
Zenerzl of Police (IGP) posted some police
personne] to the Commission.

Iovestigatio
2 3. In 2010, the Commission embarked on
the investigation of observed breaches of the
srovisions of the FRA, 2007, in the following
organizations:
(a) Bureauof Public Enterprises (BPE)
(b) Nigerian Communications
Commizaion (NCC)

exhibited by the prompt respoose of the
Management to all Jetters semt %o the

Burezu. On 2™ Aum
letter was da'lah..ﬁi reguesiing
attendance of the Management with some
vital documents. On 12° Angust. 2010, the

i

representatives of the I}w\ tor Gener

(8]
(9

BPE. reported as summoned 2
volunteered thelr cautionary tri::e::

statements and sought for

more w0
source for some vital documents 2
requested. and as guide to his detallad
statement. They were oblized and on 23°
November, 2010 they reported back with
details of all sales made by the Bureau fora
specified period of time In respect of Faderal
government properties and assets.  Expert
scrutiny of transactions In respect of about
eight (3) establishments concerned and
proceeds of their sale said to have been paid
through about eleven (11) commercial banks
is being carried out discretely with a view to
verifying/ascertaining the verscity of the
claims and thereafter, determine the next
line of action to take.

Niger ications Commissio

ANCO)

"

(% CamScanner
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8.6. Alter series of correspondence
between this commission and NCC, an
invitation was sent to the Executive Vice
Chairman NCC requesting his appearance
with relevant information regarding how
NCC operates with regards to FRA, 2007.

8.6. The invitation was initially honoured
through one of the Permanent
Jommissioners and later by the Executive
Vice Chairman himself who led a team from
his Commission. An interaction session
was held whereby some requests were made
and consequently the meeting was
rescheduled for the required documents to
be sourced by relevant officials. These were
later fulfilled and are now being
scrutinized. Investigation is ongoing and a
lot has so far been achieved, including
ensuring that the NCC made remittance
into the Consolidated Revenue Fund as

operating surplus pursuant to the FRA.

Nigerian Tourism_ Development
Corporation (NTDC)

8.1, Series of correspondences were
exchanged between this Commission and
NTDC in an effort to intimate the later on
the establishment of the Commission and
also to determine the extent to which Fiscal
Responsibility Act, 2007, is being adhered
to. NTDC has been uncooperative until
recently when the Director of Finance and
Accounts NTDC reported. He brought
along some documents which include his
corporation's 2007 & 2008 approved
budgets, 2007, 2008 and 2009 Audited

copy of the lg
he documents sy

Account as well as
establishing it,  Whil
being serutinized with n view to determiniz;
the extent of the Corporation's complianc
with the Act, other investigation into th
financial activities of the Corporation ax
ongoing.

National Sugar Development Council

8.8, Asoneofthe scheduled under the fisca
Responsibility Act 2007, our invitation was
extended to the Council which was honoured
through the Executive Secretary of the
Council, who was accompanied by the
Director of Finance of the Council.

8.9. They brought along some documents
carlier requested for investigation. The
Director of Finance later volunteered his
cautionary statement highlighting NSDC's
predicaments which militated against its'
readiness to comply with the provisions of
the Fiscal Responsibility Act, 2007. He
further stated that, the National Sugar
Development Council was established
following the promulgation of Decree No. 88
of 1993. The Decree spelt out in section 6(2)
(a) that, 10% surcharge on Sugar imports
collection would be maintained by the Sugar
Council and shall be applied towards the
promotion of the objectives for which the
Council was established. He concluded that.
all the revenue generated from the 10%
Sugar import levy is not presently under
NSDC's custody as the account is being
maintained by the Custom Service. This has
therefore, made it impossible for NSDC to

CamScanner
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coply with FRA 2007, provisions on
werating surplus and maintaining General
feserve Fund (GREF), Both the Accountant
General of the Federation's Office and the
Sigeria Customs Service would be contacted
' these claims before further necessary
sction can be taken by the Commission,

Defences And Monitoring Of Law Suit
8.10. A case in court which was closely
followed by the Commission is Suit No
FHCLJCS1069/09 (Malachy Ugwummadu
Vs The President of the Federal Republic of
Nigeria & Ors). The Suit bordered on the
implementation of the 2009 Budget of the
Federal Republic of Nigeria wherein the
Federal High court was called upon to
compel the President to execute the Budget
strictly on its terms,

8.11. Though the Fiscal Responsibility
Commission was not joined as a party in the
said unit, the Commission's interest in
monitoring same lay in the fact that a
Judicial pronouncement on the merits of the
Suit could complement the efforts and
powers of the Commission to monitor and
enforce the provisions of the Fiscal
Responsibility Act as provided for under
Section 3(1)(n), However, the honourable
Court declined jurisdiction to entertain the
matter, holding that it was academic and
moot as constituted,

The Case Of Charles Musa & Co, Vs
Fiseal Responsibility Commission Suit
No, FHC/ABJICS/671/09,0.,

/ o Frtwind Pegont & besrvaets Y10/ 1E3

#,12,  The case of Charles Musa & co Vs
Fiscal Responsibility Commission, suit No.
FHCIABJICE/6T1/09 before the Federal
High Court sitting in Abuja wherein the
Plaintiff is asking the Court for an order of
perpetual injunction restraining the
Defendant from demanding from legal
Practitioners or persons under any guise ~
any sum of money whatsoever as a
prerequisite for considering the said legal
practitioners - for enlistment as consultants
and or engagement of their services. The
Legal Unit put up a defence to the suit and at
present, the case is at adoption of addressed
stage and comes up for hearing on the 4”
July, 2011,

Fha Commavonar of Monterng #ed Evaluaton Alej Shuaty Kore weieomng
Mr John Litwack of the World Bank

1
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CHAPTER 9

ADMINISTRATION AND FINANCE

Transparency
Integrity
Truth

Justice
Prudence
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t the npex of the FRC are the
Commissioners who sort of
onstitute the Board or
(ouncil of the Commission, The FullTime
(hairman and  Six  Full/Time members
make up the Executive Management
Committee (KMC),  The Chairman,
(ommissioners and the EMC are
responsible for the governance of the
(ommission, The Chairman doubles ng the
(hiel Executive and Accounting Officer,
The Commission is structured into six
Directorates of:
() Finance and Administration;
(i)  Legal, Investigation and
Iinforcement;
(i) Policy and Standards;
(iv)  Strategic Communications;
(v)  Planning, Research and
Statistics; nnd
(vi)  Monitoring and Evaluation,
92, BEach Directorate is headed by a Full-
Time Commissioner who reports to the
Chairman who coordinates the governance
of the Commission,

Personnel and Capacity Building

0.3, In the greater part of 2010, the
Commission operated with™twenty staff of
various cadres drawn from relevant MDAs,
ponding the engagement of its own
permanent staff, Later in the year, the FRC
tmployed 37 staff ranging from Grade Level
12t0 Grade Lovel 16,

Training
developmen
Commissione
outside Nige
9.4, The she
win i proble
when 47 ¢
Consequent|
building in
Office Annen
It in expec

problem of of

1CT Projec
0.6, In sett
a4 wtipulnte
Act, FRA, 20
an J1CT bl
nenmless of
service deliv
Informats
Technology
in 2010 nre s
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t the apex of the FRC are the
Commissioners who sort of
onstitute the Board or
sunctl of the Commission,  The Full-Time
surman and Six  Full-‘Time members
«ike up the Executive Management
Gamittee (BMC),  The Chairman,
Cmmissioners and the EMC are
wsponsible for the governance of the
(emmission. The Chairman doubles as the
(hef Executive and Accounting Officer.
The Commission is structured into six
Drectorates of)
W Finance and Administration;
(i) Legal, Investigation and
Enforcement;
(i)  Policy and Standards;
(iv)  Strategic Communications;
(v)  Planning, Research and
Statisties; and
(vi)  Monitoring and Evaluation,
82, Each Directorate is headed by a Full-
Nme Commissioner who reports to the
Chairman who coordinates the governance
o the Commission,

Personnel and Capacity Building

83, In the greater part of 2010, the
Commission operated with\twenty staff of
various eadres drawn from relevant MDAs,
pending the engagement of its own
permanent staff. Later in the year, the FRC
tmployed 37 staff ranging from Grade Level
| 2to Grade Level 16,
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Training programmes and capacity
development were organized for the
Commissioners and staff both in and
outside Nigeria.

9.4. The shortage of office accommodation
was a problem. This became more serious
when 37 new staff were employed.
Consequently, the Commission leased a
building in Asokoro District to serve as
Office Annexe. The Annexe was furnished.
It is expected to ease remarkably the

problem of office accommodation.

ICT Projects Undertakenin 2010

9.6. In setting out to execute its mandate
as stipulated by the Fiscal Responsibility
Act, FRA, 2007, the Commission developed
an ICT blueprint that would facilitate
seamless operations and ensure efficient
service delivery by its workforce.
Information and Communication
Technology (ICT) projects embarked upon
in 2010 are tabulated below:

.
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Table 9.1 Work Done on ICT for the FRC

, qz
S &

s/n | Project Purpose Status % Completion
1 | Wireless To set up an infrastructure | Completed | 100
Local Area that would allow for
Network seamless operations,
(WLAN) resource sharing and
Project integration.
9 | Data Centre |i) To provide a warehouse | Completed 100 T
Project for data obtained from
MDAs and Stakeholders.
ii) To have a reference
centre for information on
Government fiscal policies
implementation.
3 | Online To establish real -time Ongoing 95
Linkage connection with stakeholders
Project and MDAs for purposes of
collaboration, monitoring
and information interchange
4 | Capacity To prepare its workforce to | Ongoing 50
Building/ embrace modern ICT tools in
Training daily routines.
5 |ICT Engaged an independent Completed 100
Consultancy | consultant to develop and
and drive the
Commission's ICT roadmap

Source: FRC File on ICT

Commission's Library

9.6. In line with the responsibility for the
establishing, operating and maintaining the
commission's Library and Data base, it
secured a larger space in the commission's
Annex office for the library. In collaboration
with the National Library of Nigeria, the
library set-up attained 95% completion. The
Subject books, Law reports, Annual reports,
Journals and Magazines etc were sorted,
stamped, catalogued, classified and lettered.

The set-up reached the final stage of
shelving.

9.7. Tooperate optimally, a Library offic
was employed and a Librarian was in ti
process of being seconded form the Nation:
Library of Nigeria to assist in the operat:
of the Library. The Commission procur
some law books as well as books &
economics, politics, managements et
More books and publications were expect
tobe stocked in the future.

Public Education and Enli e’

Advocacy _
9.8. Mindful of the positive effects of pub
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sation and enlightenment on the image

* activities of the Commission, the FRC
« up an Advocacy and Sensitization
mmtee to work alongside the
*“tomte of Strategic Communication,
¢ Committee hit the ground running. It
«rted action with the process of branding
2 Commission with a beautiful logo and
sptivating slogan, 'FRC for Prudence and
fransparency’.
9, Press Conferences were held in
faduna and Kebbi States, while courtesy
s were paid to the Governors of Kaduna
Gate, Kebbi State, the Emirs of Yaun,
firnin Kebbi and Argungu. The
(emmission issued press releases on its
wtivities, workshops in Lagos, Kaduna and
Retreat in Kebbi State. Radio Talks were
»!d in Abuja on the provisions of the FRA,
207 and activities of the Commission. The
:dvocacy programmes made the public to be
zore aware of the existence of the FRC and
us activities. The capacity building
sorkshop which the commission held in
Kaduna in the year under review for MDAs,
fwelt on the critical role of the MDAs in the
mplementation of the Act. The workshop
wok far reaching decisions which are
wntained in the communique appended to
s report.

Financing the Commission

510. Section 4 of the FRA, 2007 provides
‘r the establishment of a fund for the
(ommission as follows:

4(1) the Commission shall
establish and maintain
a fund from which shall
be defrayed all
expenditure incurred to
the fund

there shall be credited
tothe fund established
pursuant to subsection
(1) of this section, the
budgetary allocation

()
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from the Federal
~ | Government and grants
w7 from other sources.

9.11, These express provisions
notwithstanding, the Federal Government
does not only default in the release of
allocation to the Commission fully, but also
harvests whatever balance that isin the fund
at the end of December or March (if the
capital expenditure budget is extended from
December to March). The problems of short-
releases and harvesting the balances in the
funds make the management of finances and
projects chaotic, uncertain and volatile. In
some cases, many on-going project are
delayed and/or attract upward reviews,

v ¥
“f

9.12.  Again, the Federal Government
subjects the Commission to annual
budgeting items by item under personnel
cost, overhead cost and capital expenditure
like other MDAs. With the express
provisions in Section 2(2), 3(2), 4(1) and 4(2)
that the Commission is a body corporate with
perpetual succession, independent in the
performance of its functions and
establishment of a fund into which allocation
shall be paid (not shall be withdrawn), it
would have been thought that funding of the
Commission would be by statutory transfer
as it is the case of the NDDC, National
Judicial Council, Universal Basic Education
Commission and the National Assembly.

9.13. In 2009 and 2010, the finances of the
Commission moved as illustrated in Tables
9.2and 9.3.
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Table 9.2: Summary of 2009 Budget Implementation

-

>I'Z;p«'ndilun- 2009 Appropriation | Releases Expenditure Balance A
Head J
Capital | 220,294,955.00 220,294,955.00 177,364,766.00 | 42,930,169.00 |
Overhead | 446,050,000.00 416,050,000.00 | 259,678,742.08 | 186,471,257.55 7
Personnel | 260,000,000.00 166,033,433.33 163,016,183.07 3,017,249.36 i
Total: 916,314,955.00 832,378,388.33 | 599,959,712.05 232,418,675.91—] |
Table 9.3: Summary of 2010 Budget Implementation
Expenditur | 2009 Appropriation | Releases Expenditure Balance ,
¢ Head (12/2011)
Capital 650,000,000.00 | 122,32,709.00 | 101,490,036.77 | 21,042,672.23 |
Overhead 431,255,000.00 388,129,500.00 | 388,056,867.35 72,632.65 ﬁj,
Pl’('rsonnol 266,485,873.00 | 229,026,360.72 | 186,563,571.40 | 42,462,789.32 ]
Total: 1,347,740,873.00 | 739,688,569.72 | 676,110,475.52 | 63,578,094.20 J,
2010 Audited Accounts
9.14.  The FRC audited its accounts as required by section 10 of the FRA
2007. In this regard, the Financial Statements for the Year Ended 3!

December, 2010 audited by Aminu Ibrahim and Co (Chartered Accountants)
which is part of this annual report.
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIC OF NIGERIA

CHAPTER 10

CHALLENGES AND
FUTURE PLAN

Transparency
Integrity
Truth
Justice
Prudence
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s a new agency that started
operation from the scratch,
he Commission had

,Jeages or obstacles in 2010, As an on-
«2zeoncern, the FRC made plans for a way
sard.
11 The challenges were many. A few will
¢ tzhlighted. The FRA, 2007 does not
~vde for written sanctions for the violation
¢ zs provisions. This situation makes some
aseholders, persons and Government
==rutions too lethargic to comply with the
»misions of the Act. In fact, they treat the
“=mmission's monitoring and enforcement
tivities with frustrating levity and as
zwanted intrusion into their affairs.
3. In 2010, the Commission operated, in
rny cases, without facts. For example, the
swernment did not fix limits to consolidated
kbt for the three tiers of Government in the
federation to enable the Commission verify
smpliance with debt limits and condition of
wrrowing. Similarly, the DMO had no
=mplete and reliable data on domestic loans
“r sub-national Governments. The States
2d no GDP figures and consolidated
‘aancial positions.
104. The corporations and related
iencies are not fully complying with the
'RA, 2007. Despite repeated requests, the
Minister did add new Corporations to the
theduled Corporations to replace the ones
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lost to the private sector through the process
of privatization.

10.5. Government doesn't seem to recognise
fully that the Commission is a guardian
rather than a spender of funds, hence the
inappropriate funding of the Commission.

10.6. The consequence is that the

- Commission faces shortage of office

accommodation, vehicles, equipment and
inordinate delay in payment for services
rendered toit.

10.7. Despite a catalogue of challenges, the
Commission has a robust future outlook. In
the ensuring year, that is, 2010, the
Commission intends to execute the following
plans:

i Investigation of violations of the
provisions of the FRA, 2007 and reporting
offenders to the AGF for possible prosecution
+4i.  Completion of the studies and
dissemination of their results to the general

publicon:
a.  ExcessCrude Account (ECA);
b. - Five-year (2005-2009) Budget

Implementation;

iti.  Special salary scale for the staff of the
Commission;

iv.  Completion of the ICT for the
Commission;

v.  Capacity Building and stafftraining;

vii Completion of the Commission's
Website;

vii. Physical verification of some of the

reported Federal Government capital

Projects:
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xiv.

Consolidated Fiscal position of
Governments;

MTEF/budget variance;
Reconciliation of Monetary and Fiscal
Policy;

Budget deficit and Borrowing;
Monitoring and Enforcement
Schedule;

Review of the MDAs;

Implementing Fiscal Responsibility
inthe States;

Technical and Financial Assistance
from Development Partners and

other Donor; a

xvi, Effectively puv  ising the activitig
ofthe Commis: nand its mandate;

xvii, Shoreupadvocacy to all commissiony
stakeholders

xviii. Acquisition of public awarenes
equipments;

xix. Networking with all intereg
groups across all geo-political zonest,
effectively police and collaborate with
the FRA in educating Nigerians f
their rights as Nigerians.

[
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FISCAL
RESPONSIBILITY
COMMISSION

FEDERAL REPUBLIC OF NIGERIA

CHAPTER 11
CONGLUSION

Transparency
Integrity
Truth
Justice
Prudence
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‘..E. 2010 annual report on the 11.3. Although prudent management,
setivities of the Fiscal macroeconomic stability, accountability
Responsibility Commission and and transparency in fiscal transaction are
udited accounts in the preceding improving, the scourges of poverty,
ew that various economic and fiscal unemployment and corruption are still with
-« embarked upon by Government us. There is no doubt, that the anti-graft
. 2004 and culminating in the agencies, the ICPC, code of Conduct
-zent of the FRA, 2007 are beginning  Bureau, Code of Conduct of Tribunal and
¢ the desired impact, though very particularly the EF CC are fighting
;7. The management of public finance, ~corruption. Despite their efforts, serious
calarly at the Federal Government financial scams still blow out in high places.
.25 changed from budgeting based on ~ There is therefore the need to strengthen
.+ discretion and automatic adjustment  these bodies and institutions such as the
‘geting based on fiscal rules. Limits courts, police and prisons in their synergy
¢ prohibitions are now imposed on for fighting crimes and provision of justice.
~:aues, expenditures, deficits and  Similarly, the agencies and policies such as
wwing. The uses of the proceeds from the MDGs, NEEDS, SEEDS, and the NDE
 ECA, even though not exactly as should be upgraded to effectively deal with
rased, have reduced volatility in public  problems of poverty and unemployment.
=ding and help the Government to cope  Furthermore, strict implementation of
r= prevailing global economic crisis. fiscal rules will checkmate corruption and
{2 more importantly, it has helped the otherfinancial scams.
“Ptogrow more than expected.
11.4. Corporations and related agencies,
2 Some Governments now publish and particularly the States are painfully
~r audited accounts within 6 months slow in their adoption and implementation
“zrthe end of the financial year. Thisisa  of the fiscal rules. In Brazil sanctions such
«rarkable change when compared to the as imprisonment, loss and denial of office
«st practice of carrying 6 years arrears of and fines were imposed on persons and
zaudited accounts. The sharing of FAAC  institutions that violated the FRL. In
sznnounced on the day of sharing or a day  India, the use of carrots such as debt
“ur, Compared to the past practice of forgiveness, reduction of interest payment
vrecy, the level of accountability and onloansand grants were used as incentives
“ansparency is becoming higher. to make sub-national governments comply
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with the FRL. Consequently, over 92% of
the State in Brazil and India compiled
within two years of the commencement of
the FRL.

11.5.  In Nigeria, where there is neither
clearly defined sanction, except reputation
sanction, nor any
carrot to induce
compliance, not
more than 5
States or 13.88%
are attempting to
comply, three
years after the
commencement
of the FRA, 2007.
No Local
Government of
the 774 LGs has attempted compliance.
There is need for a policy review in the
coordination of fiscal policy in Nigeria
without prejudice to the efforts of World
Bank, DMO and FRC to extend fiscal
responsibility to the States.

11.6. The FRC is now well established on
the ground and is in a position to monitor
and enforce the provisions of the FRA, 2007
better, It has developed implementation
template and acquired the knowledge of
standard practices and international good
practice in the monitoring, enforcement,
fiscal and financial studies and capacity

building in the course of study visits to the
USA, Brazil, India, Switzerland and
Canada,

11.7, All that the Commission
requires to perform are more of
Government's political will to
implement the
Act and
adegquate
financial
support to
carry out its
mandate.

5 i1 8509 %8
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NATIONAL W SHOP ON

“UNDERSTANDING THE REQUIREMEN'T (¥ THE
FISCAL
RESPONSIBILITY ACT, 2007”

HELD BETWEEN MONDAY 18™ AND THURSDAY 21%*
OCTOBER, 2010
AT CRYSTAL GARDEN HOTEL, ANGUWAN RIMI,
KADUNA, KADUNA STATE, NIGERIA

COMMUNIQUE

INTRODUCTION
A four day workshop was organized by the Fiscal Responsibility
Commission in conjunction with JK Consulting Co. Limited to
sensitize stakeholders on provisions of the Fiscal Responsibility Act, 2007
(FRA).
The workshop attracted participants from Federal Ministries, Departmensa
and Agencies (MDAg), the Judiciary, National Assembly, State
Governments, Scheduled Corporations under the FRA, 2007 and the
Private Sector.
At the workshop, eight papers on various aspects of the Act were presenzec
by erudite scholars and professionals, The papers were exhaustively
discussed by participants and conclugions drawn from the divergent views
expressed.

2. ISSUES NOTED

The following important issues were noted:
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Avchited

' 9.1 The statutory objective of the FRA ix to provide for prudent n

nation's resources, ensure long-term macro-cconomic stability of the
and secure greater accountability and transparency in fiscal operatio.
term fiseal framework,

2.2 the Constitution of the Federal Republic of Nigeria, 1999; the Finaneo tconoaor
Management) Act, 19568 as amended to date and the Fiscal Responsibility Act, 2007
provide effective roles for the Fedoral Ministry of Finance (FMF), the National Planning
Commission, the Budget Office of the Federation (BOF), THE Office of the Accountant-
General of the Federation (OAGEF) and Fiseal Responsibility Commission (FRC) in the
budgeting process of the nation,

2.3 The Fiscal Responsibility Commission is mandated with the duty of monitoring
and enforcing the provisions of the Fiscal Responsibility Act.

2.4 The Budget Office of the Federation (BOF) is mandated to produce and publish
quarterly budget implementation reports and consolidated annual budget execution

reports and send copies to the Joint Finance Committee of the National Assembly and
Fiscal Responsibility Commission,

2.6 The 2010 capital budget was harmonized with the implementation of the nation's
Vision 20:2020 under the aegis of the National Planning Commission.

2.6 The deficit level in the 2010 budget significantly exceeded the permitted limit of
about 3% of GDP as provided by FRA in order to pull the economy out of the current
economic recession,

2.7 For prudent implementation of the budget, the Federal Government of Nigeria set
up in 2009 a Federal Cash Management Committee under the Chairmanship of the
Hon. Minister of Finance with the Accountant- General of the Federation as Chairman of
the Technical Sub-Committee.

2.8  In aligning the provisions of the Fiscal Responsibility Act with the provisions of the
Debt Management Office (DMO) Act, the DMO has come up with the National Debt
Management Frameworh (2008-2012) which has been endorsed by the Federal
Government of Nigeria, In addition, Debt Management Department have been
established in some of the 36 States of the Federation.
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RECOMMENDATIONS
Based on the foregoing issues as noted, the workshop came up with the fo/ \wing
recommendations:
3.1  Removal of challenges to the smooth flow of annual Budget Cycle.
The Budget Cycle flows through planning, preparation, implementation,
monitoring, evaluation and reporting.
The Federal Government, the MDAs, Parastatals and National Assembly should
corporate and ensure that the budget planning starts in April and the Appropriation Act
is signed latest by the end of December in the year preceding the budget year so that the

implementation of the budget can commence from January of the budget year.

3.2 Budget deficits in excess of 3% of GDP

Government has since 2009 not kept to the provisions of Section 12 of the FRA
which puts the fiscal deficit threshold at 3% of the GDP. For instance, anticipated fiscal
deficit for 2010 budget year is likely to be 6% of the GDP. This violation is a major
threat to the objectives of the Act.
The Workshop recommends that Government should keep to the threshold of 3% of the
GDP in accordance with the Act.

3.3 Operating Surplus and General Reserve Fund of Scheduled

Corporations

Section 22 of the Act provides that one-fifth (20%) of the operating surplus is to be
retained by each of the scheduled corporations at the end of each financial year, while
four- fifths (80%) of the operating surplus is to be paid into the Consolidated Revenue

Fund of the Federation.
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The Workshop discussions disclosed that corporations used different accounting methods
and practices in arriving at the operation surplus. In order to standardize the practice, the
Workshop recommends that the FRC should disseminate standardized good practice and

format for the calculation of operating surplus

3.4 Timely Supply of Correct Data to FRC

All MDAs and the scheduled corporations are required to supply accurate and reliable
data and information to the Fiscal Responsibility Commission on request. Where an MDA
or Corporation fails, the FRC is empowered by section 2(1) of the FRA to compel the

defaulting person or agency to comply.

3.5 The Threshold of National Debt to GDP

The Workshop observed that the present debt portfolio is put at 16.6% of the GDP
which is lower than the critical threshold of 40%.
The Workshop recommends that effort should be made to maintain the current ratio
notwithstanding the pressure from the Federal and State Governments for loans. It
further recommends that the FRC should implement Section 42(4) of the Act by
publishing on quarterly basis, the list of governments that exceeded the limits of

consolidated debt.

3.6 Need for Financial Independence of the FRC

The Workshop observed that there are sufficient provisions in the Act to guarantee the
independence of the Fiscal Responsibility Commission. However, the subjection of the
Com‘mission to the annual budgetary process as applies to Ministries substantially

whittles down its operations, thus reducing its independence.
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FISCAL RESPONSIBILITY COMMISSION

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

THE COMMISSION

The Commission was established by Act No. 31 of 2007 as a corporate body with perpetual succession.
The Commission's headquarters is located in Abuja. A chairman with executive powers heads the
Commission.

Principal Activities and Operational Review
The primary activities of Fiscal Responsibility Commission, which commenced on 30 July, 2007 as
provided for by the Act are amongst others to:

a.

b.

Monitor and enforce the provisions of this Act and by so doing, the economic objectives
contained in section 16 of the Constitution.

Disseminate such standard practices including international good practice that will result in
greater efficiency in the allocation and management of public expenditure, revenue collection,
debt control and transparency in fiscal matters.

Undertake fiscal and financial studies, analysis and diagnosis and disseminate the result to the
general public.

Make rules for carrying out its function under the Act.

Perform any other function consistent with the promotion of the objectives of this Act.

Incarrying out the above functions, the Commission is empowered by the Act to:

a.

Formulate and provide general policy guidelines for the discharge of the functions of the
commission.

b. Superintend theimplementation of the policies of the Commission.

Appoint for the Commission such numbers of employees as may in the opinion of the
Commission be expedient and necessary for the proper and efficient performance of the
functions of the Commission.

Determine the terms and conditions of service in the Commission, including disciplinary
measures for the employees of the Commission.

Fix the remuneration, allowances and benefits of the employees of the Commission as
approved by Salaries and Wages Commission.

Do other things which in its opinion are necessary to ensure the efficient performance of the
functions of the Commission.

Regulate its proceedings and make standing orders with respect to the holding of its meetings,
notices to be given, the keeping of minutes of its proceedings and such other matters as the
Commission may ,fromtime totime, determine.

R ——
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KCAL RESPONSIBILITY COMMISSION

WANCIAL STATEMENTS
'OR THE YEAR ENDED 31 DECEMBER 2010

#PORT OF THE COMMISSIONERS
ve Commissioners have the pleasure in presenting the report of the financial operation of the Commission for
wyear ended 31 December, 2010 as follows:

Summary of Income and Expenditure

Recurrent subventions received during the year
Remitted to Federal Sub-Treasury:

unspent recurrent grants
Recovered loan(Principal sum)

Internally generated revenue

Remitted to the Federal Sub-Treasury - CRF

Personnel costs
Administrative costs
Depreciation

Surplus for the year

Capltal Grants

Unutilised balance at 1 January, 2010
Amount received during the year

Amount expended during the year

Amount returned to Federal Sub -Treasury - CRF

Unutilised balance at 31 December,2010

Employment of Disabled Persons

Audited Annuasl Report B Accounts 2010//107

42,535,422
2,452,682

3,182,103
(3,182,103)
128,536,095
394,442,045
56,083,486

]
641,651,438

(51,988,104)

589,663,334

(579,061,626)

10,601,708

EEZSEEmESE

73,128,771
122,532,709
195,661,480

(131,688,639)

63,972,841

(42,930,169)

21,042,672

- ————
SSSSTSZ=Z=E=Z

It is the commission's policy that there should be no discrimination in considering applications for
employment including those from disabled persons. All employees, whether disabled or not, are

given equal opportunities,

Health, Safety and Welfare

Health and safety regulations are in force within the Commission’s premises and employees are aware of
existing regulations. Staff welfare received adequate attention during the period under review,

CamScanner
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FISCAL RESPONSIBILITY COMMISSION

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

REPORT OF THE COMMISSIONERS (CONT'D)

5. gmployees Involvement and Training
The Commission is committed to keeping employees fully informed as much a
S possible re

Co(nmissignvs performances and progress, and seeking their views whe
which particularly affectthemas employees. Never practicable

gal'ding the
on Matters

The Audi i i
ditors, Messrs Aminu Ibrahim & Co. (Chartered Accountants) have indicated tt
eir willingness
to

continue in office.

A5

' ’
( )
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FISCAL RESPONSIBILITY COMMISSION

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2010

STATEMENT OF ACCOUNTING POLICIES
The following are the summary of the significant accounting policies adopted by the Commission in the
preparation of the financial statements:

Basis of Accounting
The accompanying financial statements have been prepared under the historical cost convention in
conformity with generally accepted accounting principles.

Fixed Assets
Fixed are stated at cost less accumulated depreciation.

Depreciation of Fixed Assets
Depreciation on fixed assetsis calculated and provided for on straight line basis to write off the cost of the
assets over their estimated useful lives using the following annual rates:

%
Office Furniture and Equipment 20
Motor Vehicles 25
ICT Facilities & Equipment 331/3
Plant & Equipment 25

Library Books 33173
Other Capital Items ’

Debtors |
Debtors are stated at their book value.

Expenditure
Expenses are charged to the accountsin the period they are incurred.

Prepayments
All prepayments such as rent are charged to the accounts for the period they cover.

Stocks
Stocks are valued at the lower of cost and net realizable value.

Government Grants / Subventions

Capital and recurrent grants / subventions are recognised only when they are received. Capital grants are
credited to Capital Fund Account of the Commission, whereas recurrent subventions are credited to

income and expenditure account net of amounts returned to Federal Sub-Treasury to meet the operatin g
costs of the Commission.

Internally Generated Revenue

Internally generated revenue is recorded when received, or when its realisation in cash is reasonably
ascertained. Amounts realised and received are remitted atinterval to Federal Sub -Treasury.
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FISCAL RESPONSIBILITY COMMISSION

BALANCE SHEET AS AT 31 DECEMBER, 2010

FIXED ASSETS

RESEARCH STUDIES & CAPACITY BUILDING

CURRENT ASSETS

Cash and Banks Balance
Debtors and Prepayments
Stocks

CURRENT LIABILITIES
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITY
FINANCED BY:

Capital Fund
Income and Expenditure Account

The finandal statement were approved by the

Commission On ==========- and signed on its behalf

by: -

---------------

Audited Annual Report & Accounts 20000//11)

(43,071,888)

2010 2009
N N
214,018,917 156,661,651
62,205,248 74,889,248
125,045,657 101,499,902
10,339,172 9,584,650
197,590,077 T8, 971800

(2,120,644)

154,518,189 183,853,156
368,537,106 340,514,807
237,715,585 220,294,995

130,821,521

120,219,813

368,537,106

340,514,808

Head, Finance and Accounts

The accounting policies on pages 110 and the notes on pages 114 to 116 form an integral part of these financial statements
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FISCAL RESPONSIBILTY COMMISSION

INCOMEAND EXPENDITURE STATEMINT
FOR THE YEAR ENDED 31 DECEMBIR, 2010

INCOME
Recurrent Subvention

LESS I ADMINISTRATIVE EXPENSES
Personnel Cost
Maintenance:
Bulding
Plantand Equipment
Furnityre
1CT faciities
Motor Vehicle
Local Travels and Trar.port
Stationaries Printing and Consum ables
postages, Faxand Telephone
Office Expenses
Donation and Subscriptions
Advert and Publicity
Rent - office Bullding
Staflf Training:
local
Overseas
Honorarium and sitting Allowance
Legal Services
Bank Charges
Consultancy and Professional Fee
Staff Welfare
Sporting Activities
Security Services
Depreciation
Audit fee

Surplus for theyear

Audited Annual Report

2010 2009
Note N N

9 589,663,334 422,366,197
10 128,536,095 115,759,504
5074419 6,499,660

7,397,762 -

4,270,700 .
3,195,466 575,000
13439376 2,495,000
43808271 29,487,900
23,665,207 8,138,504
8514619 4,917,089
20,401,767 6,883,104

2,601,100 .
7866635 3,487,103
30,838,759 9,727,922
48,771,798 6,907,140
88,729,988 40,157,090
10,129,710 30,684,900
2527500 3,967,546
1,802,663 1,013,204
17571681 1,964,240
39945824 15,072,568
2,850,000 2,500,000
10,038,800 1,176,400
56,083,486 9,732,509
1,000,000 1,000,000
579,061,626 302,146,383
10,601,708 120,219,814

counts | 2010

The accounting policies on pages 110 and the notes on pages 114 to 116 form an integral part of these financial statements
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FISCAL RESPONSIBILITY COMMISSION

STATEMENT OF CASHFLOWS
fOR THE YEAR ENDED 31 DECEMBER, 2010

(ASHFLOWS FROM OPERATING ACTIVITIES
woplus of incame over Expendituie
wustment far Nan - Cash ites:
Lepreciation

Castiflows fram Operating Activities hefare Changes iowaiking

Capital

(HANGES IN WORKING CAPFITAL
screase n Debtors and Frepayiments
ncrease In Stacks

wrease in creditars and accruals

vet Cashiflows fram Operating Activities

(ASHFLOWS FROM INVESTING ACTIVITIES
furchase af Flsed Assels

ASHFLOWS FROM FINANCING ACTIVITIES
Capital Grant received

[ast aof Research and Studies

feturned ta Federal Suli - Treasury -CRE

bt Mavement in Cash and Cash Eguivalints
Casn and Cash Equivalent at 1 lanuary,
Cash and Cash Equivalent al 31 December,

Represented by

Cash and Bank Balances al 31 Decembier
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FISCAL RESPONSIBILITY COMMISSION

NOTES ON THE ACCOUNTS

FOR THE YEAR ENDED 31 DECEMBER,2010

2 RESEARCH STUDIES & CAPACITY BUILDING

Addition for the year
Amortized for the year

3 DEBTORS AND PREPAYMENTS
Advance for petty expenses
Purchase Advance
Motor Vehicle Loan
Prepayments

4§ CASH AND BANK BALANCES
Central Bank of Nigeria
Stanbic IBTC
Fin Bank Plc
Zenith Bank Plc

5 STOCKS
Stationery ltems
Office Equipment
Stock of Furniture
Stock of Motor Accessories

6 CREDITORS AND ACCRUED CHARGES
Due to Contractors
Value - Added tax (VAT)
With- Holding Tax (WHT)
Other creditors
Accrued Audit fees

Audited Annual Repoit & Accounts 2010//118

2010 2009
N N
62,181,950
(62,181,950) .
1,500,000 1,020,000
15,717,376 9,977,100
42,047,057 43,669,419
65,781,224 46,833,383
125,045,657 101,499,902
21,042,672 73,128,771
1,143,180 1,741,081
19,396 19,396
40,000,000 -
____ 62,205,248 74,889,248
9,247,172 5,699,150
. 1,118,000
‘ 2,767,500
1,092,000 :
10,339,172 9,584,650
41,166,562 .
. 560,322
. 560,322
905,325 .
1,000,000 1,000,000
43,071,888 2,120,644
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FISCAL PESPONSIZIUTY COMMUISSION

NOTES O THE ACCOUNTS

FOR THE YEAR ENDED 31 DECEMIBER 2010
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WHO WE ARE

The Fiscal Responsibility Commission seeks

to monitor compliance with the provisions of the

Fiscal Responsibility Act 2007 thereby promoting

a regime of prudent, ethical and efficient management

of public finance across all tiers of Government in Nigeria.
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fransparency and acoouniabllity . ASsured

Protecting the waalth of the nation

A RS
r"f"- _‘

Fiscal Rosponslblﬂty Commission

Plot 66, Bamuael Ajayl Crowther Street,
Asokoro District, Abuja - NIGERIA
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