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Chapter 1: Introduction 

1.1 Phase II of the M apping & Scoping Survey of A nti-Corruption and Governance Initiatives 
in Nigeria continues the documentation of anticorruption measures of Nigerian governments against 
benchmarks of international conventions and treaties to which Nigeria is signatory. Phase 11 covered 
the federal government and six Nigerian states, one from each geopolitical zone: Bauchi (Northeast), 
Kano (Northwest), Plateau (North central), Lagos (Southwest), Rivers (South south), and Enugu 
(Southeast). This current study involves an additional 10 states namely, Adamawa, Anambra, 
Bayelsa, Benue, Delta, Kaduna, Imo, Niger, Ondo, and Sokoto. As in Phase 1, the exercise records, 
analyzes, and compares "public finance management [PFM] and related anti-corruption and 
governance initiatives" in the 10 states with provisions of the United Nations Convention Against 
Corruption (UNCAC), the African Union Convention on Preventing and Combating Corruption 
(AUCPCC), andECOWASProtocol on thefightagainstCorruption (2001). 

1.2 The study affects all areas of public financial management system, including budget 
management, fiscal and revenue management, public procurement, taxation, accounting and 
recording, and auditing. It also examines related human resource management issues. The analysis 
covers six areas of relevant anticorruption programing namely, (i) the policy framework, (ii) legal 
framework, (iii) institutional mandates and deliverables, (iv) structure and organization, (v) capacity 
issues, and (vi) cross cutting and related issues. The design ofthe exercise is to cover initiatives within 
t e government structure as well as interfacing engagement by non-state actors, (including organized 
private sector, professional bodies, organized labour, informal labour) and civil Society (NGOs, 
CBOs, FBOs, charities, and socio-cultural organizations . 

1.3 The study has f our main purposes. First, it seeks to find out to what extent public finance laws, 
regulations, practices, and other measures of the state governments aimed at safeguarding public 
resources from corruption comply with re evant provisions of UNCAC, AUCPCC and ECOWAS 
Protocol. Second. it will enquire into the extent of compliance with the provisions of the laws and 
regulations. Third, it wi 1 document gaps in the policy and legal frameworks and between the 
frameworks and ractice, and attempt to discover responsible factors. Finally, it will proffer 
suggestions on how to improve performance, ba ed on analysis of factors responsible. 

1.4 The main message of the exercise is that gaps between policies and laws on the one hand, and 
their enforcement and implementation on the other, undermine anticorruption programming more 
than loopholes in p olicies and laws. The policy and legal/regulatory environment for anticorruption 
is improving faster than the other complementary environments. For instance, States are increasingly 
evolving po icies and enacting laws to improve public financial management, including on 
transparency and accountability and formulation of budget policies, but they are not investing 
commensurate resources and effort in developing institutions and structures for their implementation 
and monitoring. Thus, policy and legal innovations do not often include measures to develop capacity 
for their implementation and monitoring. Reluctance to give up political control over fiscal and 
public finances is the main impediment to implementing the laws. For example, many of the public 
finance laws passed contain provisions granting Governors control over key decision-making 
processes. Such provisions clearly indicate that while state political leaders 'rush' to enact these laws, 
they are apprehensive of loss of political control, and thus include provisions that seek to maintain 
their current direct control of state resources. 

'In 2009 
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This also accounts for their apprehension to fully implement the laws, where they exist, and the 
reluctance of some States to pass similar laws. 

Another noticeable trend is that the laws exclude application of due-process principles to expenditure 
relating to "security" or "national security", except with prior consent of the Governor. This mirrors 
the federal law, however the challenge is that security and national security are in the "exclusive 
legislative list". Therefore , the competence of the state legislatures to make these provisions on 
security or national security is questionable. , 

1.5 The structure of this report is as follows: An introduction followed by a short description of the 
methodology and approach for the work, including data gathering challenges. There is then a short 
explanation of the meaning and scope of the term "pubic financial management". This is important to 
enable readers not familiar with the field appreciate the discussion. The remaining part of the report 
deals with presentation of the findings ofthe exercise, arranged in the manner ofUNCAC provisions2

• 

The analysis is thus in this order: Public Procurement, Management of Public Finances, and Public 
Reporting. A short synthesis summarizes and draws general lessons and proffers some suggestions 
on each issue, and finally there is a brief chapter presenting a summary of the major conclusions and 
recommendations. 

'UNCAC is the main benchmark used for this report, but the report analysis refers to equivalent provisions in AUCPAC and the ECOWAS Protocol. 
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Chapter2: Methodology 

2.1 The purpose of the study is to map and document anti-corruption initiatives in public financial 
management of ten ( 1 0) Nigerian state governments against benchmarks of international treaties to . 
which Nigeria is signatory. The states are Adamawa, Anambra, Bayelsa, Benue, Delta, Kaduna, Imo, 
Niger, Ondo, and Sokoto. The benchmark treaties are the United Nations Convention Against 
Corruption (UNCAC), the African Union Convention on Preventing and Combating Corruption 
(AUCPCC), andECOWASProtocol on theFightagainstCorruption (2001). 

Research Design 

2.2 The design of this Phase II drew lessons from Phase 1 of the exercise published in 2011 , 
especially the early consultations with stakeholders and their involvement in finalizing the 
methodology and data collection instruments. This research involves six main aspects, (i) desk 
research, (ii) design of survey instrument, (iii) sensitization of stakeholders and exposure of research 
design/instrument to them, (iv) fieldwork and data collection, (v) analysis and report writing, and (vi) 
report review and validation. 

Research/Survey Instruments 

2.3 The research design involves 
• Collection of official government documents (policies, legal framework instruments, 

statutory reports and publications such as budgets, audited accounts, etc.) 
• Follow up interview with state actors to elicit further (verbal descriptive) information on 

policies, structure and organization, mandate, deliverables and challenges, etc. Survey 
questionnaire for non-state actors to scope their initiatives, interventions, and perspectives on 
the anticorruption work. 

• Follow up interviews with select non-state actors. 

2.4 Research assistants first visited each state to collect official documents. Further field visits 
then followed in accordance with pre-agreed schedules. 

2.5 Cooperation of relevant state and non-state actors was considered necessary for the success of 
this stage. First, the state actors needed to complete the revised focused questionnaires. Further, the 
state actors were required to provide official documentation that can give insight into ongoing and 
planned anti-corruption work in the state. Specific documents required from State Actors in this 
regard include: 

• Documents relating to budget preparation and process: budget procedures manual, budget 
implementation manual, budget call circulars (for the last three years), etc. 

• Public Finance Law, Fiscal Responsibility Law, Financial Instructions, Stores Regulations, 
etc. 

• Public Procurement Law, procurement guidelines/procedures manual, Due Process 
Law/Manual, etc. 

• Audit Law, regulations, manual 
• Internal Revenue Law/procedures 
• blic/civil service rules 
• Anticorruption Law, Ombudsman Law 
• Description of the structure/organogram ofthe Ministries ofBudget, Planning, & Finance. 

Stakeholders' orkshop 

2.6 One of the lessons of the Phase 1 study is the need to engage all stakeholders early.. To this 
end, TUGAR and the UNDP organized two workshops in October 2011 and January 2012 involving 
stakeholders- state actors and non-state actors. Necessary government participants include officials 
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whose roles involve anchoring financial management policies and implementation. These include 
relevant officials of the Ministry ofFinance, Budget Office, Office of the Auditor General, Tax Office, 
office ofthe Accountant General, the Procurement or Due Process Unit, etc. It was recommended that 
the participants' list for non-state actors will include, at least one key/prominent development partner 
active in the state. It also required representatives of active civil society organizations. 

2.7 The workshops (i) sensitized participants on the study (ii) fMniliarized them with the 
objectives and benefits, (i) exposed them to the research methodology including design and 
instrument, and most importantly (iv) secured their buy- in to field visits for data collection by the 
researchers. The research instrument was sufficiently robust and flexib1e to accommodate and 
incorporate useful inputs made by participants. 

Report Review and Validation 

2.8 This was also a multi-stage process. Stage 1 involved comments on the draft report from 
TUGAR, UNDP, state actors, and relevant non-state actors. Stage 2 was a stakeholders' validation 
workshop enabling stakeholden1 to yerify findings and own the. report. Stage 3 involved a revision of 
the draft by consultants incorporating comments received from all 'parties ·and submitting a fffi.a1 
report. 

Population and Sample 

2.9 The scope of the study comprises the 10 Nigerian states of Adamawa, Anambra, Bayelsa, 
Benue, Delta, Kaduna, Imo, Niger, Ondo, -and Sokoto while the p(}pulation consists of selected 
MD As. There was no need to select a sample from this population because the population is both finite 
and manageable. The focus of the study is their public financial management (PFM) systems, 
particularly their initiatives that contribute towards combatting corruption. Data gathering exercise 
and analysis involved direct engagement with al11 0 states by researchers. 

Description ofData Used 

2.10 This study relied on both primary and secondary sources of data, like most studies of this type. 
The primary sources are firsthand information obtained directly from the state governments and their 
stakeholders. Primary data used here came from responses to questionnaires administered on state 
actors (government officials) and non-state actors (their civil society stakeholders), and interviews 
with development partners (donors). Questionnaires on state actors were of four types, each focusing 
on a different aspect of the public financial management system. These are (i) Public Procurement, 
(ii) Management of Public Finances, (iii) Tax Administration, and (iv) Public Reporting including 
access to information and simplification of procedures to facilitate public access to competent 
decision making authorities. 

2.11 Further primary data came from documents subm~tted by state actors on request. The 
research submitted a prepared list of documents to each state. The documents covered about eight 
different areas of the PFM system namely (i) Planning and Budgeting, (ii) Finance and Accounts, (iii) 
Internal Audit, (iv) Public Procurement, ( v) Supreme Audit - Auditor General, (vi) Internal Revenue, 
and (vii)Legislative Oversight ofBudget and Accounts. The detailed list of requested document is in 
Appendix2. 

2.1 2 Secondary data comprise'd all other data used in this analysis but not obtained directly or 
sourced from the state and its stakeholders. Three prominent sources of secondary information used 
in this research are the official websites of the state governments3

, other websites with relevant 
information on the subject matter of study, and reports of formal reviews, appraisals, etc. The most 

' Where they exist 
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important of these ftWiew8 ar:e reports.ofaMessiJlent oftvPFMsystems using the PEFA Framework 
4 

and of the procurement systems using the OECD/DAC5 Methodology for Assessment National 
Procurement Systems (MAES), where they exist. Among states in the population with recent PEFA 
and/or MAPS repcrts are Adamawa (2012)6

, Anamhra (2008-,.2011), Bayelsa (2009), Delta (2010), 
Imo (2tfl2)\ Ond6 (106~, Niger (2009), Kad~tl (20&7), Others are reports of public expenditure 
reviews (PERs ), etc. The desk research. also included a review of the published report of Phase 1; this 
proved useful particularly in designing the research. 

Method of Data Collection 

2.13 Collection of primary and secondary data involved different approaches. Collection of 
primary data entailed field visits by trained personnel to each of the 10 states. TUGAR in 
collaboration with the UNDP had earlier organized an interactive session with focal officers from all 
the 10 states to review the survey tools. The focal officers took away advance copies of the survey 
tools to facilitate their efforts at anchoring and coordinating data collection. . The trained researchers 
also visited and relied on them to ease the process of data gathering. Collection of secondary data also 
involved use of trained personnel to scan Internet web addresses of target state governments and other 
relevant sites, and source for official reports of completed assessments and other relevant documents. 

2.14 Many states provided some of the published documents especially, budgets, accounts, and 
audit reports However, difficulties remain especially in Bayelsa State (which did not provide many of 
the documents)8

, and Ondo State. Besides, none of the states surveyed provided all the requested 
documents, and most states did not complete all or some ofthe questionnaires. 

'PEFAstands for Public Expenditure and Financial Accountability. PEFAis a partnership of major international donors in the PFM arena. "The goals of 
the Public Expenditure and Financial Accountability (PEFA) program are to strengthen the ability of partner countries and donor agencies to: (i) assess 
the condition of country public expenditure, procurement and financial accmmtability systems, and (ii) develop a practical sequence of reform and 
capacity-building actions" (www.pefa.org). 
'Organization for Economic Cooperation and Development/Development Action Committee of The World Bank 
'Only draft available, work still in process ' 
'Only draft available, work still in process 
'Difficulties in Bayelsa are attributable to the election and transition to a new administration. The new administration was not fully in place at the 
time of data collection. This affected authorization for the documents. 

5 



Chapter 3: Concept, Scope and Relevance of Public Financial Management 

3.1 This chapter briefly explains the concept of public financial management system defines its 
scope and explains its purpose and objectives. 

Concept and Scope ofthe PFM System 

3.2 The public financial management (PFM) system comprises the legal and organizational 
framework for supervising all phases of the budget cycll. The budget cycle refers to all activities 
involved in preparing, executing, and reporting the budget. These include 
• Planning 

o Preparation of plans and strategies 
o Fiscal projections and costing 

• Budget preparation- conception and formulation 
• Budget execution and implementation, including procurement 
• Budget monitoring and reporting, including recording and reporting 
• Internal controls, including internal audit 
• External scrutiny and oversight, including external audit 
• Legislative follow up on audit findings 
• Post implementation project evaluation 

3.3. The PFM legal framework consists of binding and enforceable legislations and 
quasi/subsidiary legislations on all aspects of the foregoing. Legislations are enactments by the 
Legislature accented to by the chief executive. Examples include the Fiscal Responsibility Law, the 
Public Procurement Law, Freedom of Information Law, etc. Quasi legislation refers to regulations, 
policies and circulars deriving their power from and binding with equal force of the law. Examples 
include the Financial Instructions (FI), the procurement manual, public/civil service rules, and 
treasury circulars. 

3.4 The organizational framework for PFM refers to the administrative structure, processes, 
worliflows, and other arrangements in place to facilitate the budget process. Administrative 
arrangements include offices for facilitation and regulation of budget preparation, implementation, 
reporting, and audit, for examples the Ministries of Finance and Planning, Revenue Administration, 
The Treasury, Procurement (due process) Regulation, Finance and supply departments ofMDAs, the 
Auditor General, and the Public Accounts Committee of the Houses of Assembly. Workflows and 
processes include required documentation, proformas, business processes and routing, authorization 
and approval procedures, disclosure requirements, (accounting) standards and policies, etc. 

Objectives and Relevance ofthe PF ystem 

3.5 The main role of the PFM sys em is to facilitate attainment of the three budgetary goals of 
overall fiscal discip line, effective allocation of resources to strategic priorities, and efficient delivery 
of public services .1° Fiscal discipline requires formulation of realistic and attainable budgets and their 
implementation as made, i.e., without overrun. A realistic budget is a credible one, formulated with 
due consideration to realizable revenue, and reasonably cos ted. 

• see OECD/DAC Guidelines, Harmon i zing Donor P r actices for Effective Aid Delivery (2003) 
10 See OECD/DAC Guidelines, Harmonizing Donor Practice for Effective Aid Delivery (2003) 
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The PFM system supports all the above aspects: fiscal and revenue projections, project costing, and 
avoidance ofbudget overruns, unless undermined/overridden by the political system. 

3.6 The PFM system also supports allocation of resources to strategic priorities. Strategic 
allocation of resource entails identification and distinction of development priorities from political 
expediency or priorities. Development priorities flow from well-articulated strategic polices, 
identifying medium to long-te1m development needs. The PFM system helps the process by 
supporting preparation of matching fiscal forecasts and linking annual budgetary allocations to 
medium term fiscal projections and strategies. For example, a well-functioning PFM system will 
mount an effective gate-keeping regime that discourages (mis)allocation to non-development priority 
needs at the expense of priority development areas as identified in policy documents. 

3.7 The PFM system similarly promotes efficient service delivery. Efficiency refers to delivery 
of services at optimum costs. This is the main purpose of the procurement system. The entire 
accounting process of the PFM system, including recording, internal controls, internal and external 
audit, and disclosure and transparency requirements all aim at ensuring value for money in 
delivery of public services. 
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Chapter 4: Anti-Corruption Initiatives in Public Procurement 

4.1 Public procurement is vulnerable to corruption. There is extensive research on the link 
between public procurement and corruption 11

• Susanne Szymanski aptly summarizes the importance 
of controls in public procurement when she wrote that a "transparent and effective public procurement 
system is important to combat bribery and corruption. Malpractices and fraud in public procurement 
deter both domestic and foreign investors. Clear rules and practices need to be established and 
communicated to all stakeholders. These rules then need to be enforced. Howeve1~ public 
procurement systems are not designed per se to fight corruption. In addition, bribery in public 
procurement may be hard to detect due to the size, number and complexity of transactions. Therefore, 
in addition to an effective and transparent system, special tools and mechanisms need to be 
established to fight corrupt behaviour in public procurement. 12 

4.2 UNCAC appr-eciates these points in enjoining state parties to adopt measures aimed at 
promoting best practices, especially in the areas of transparency and competition. Article 9 (I) 
provides that "Each State Party shall, in accordance with the fundamental principles of its legal 
system, take the necessary steps to establish appropriate systems of procurement, based on 
transparency, competition and objective criteria in decision-making, that are effective, inter alia, in 
preventing corruption. Such systems, which may take into account appropriate threshold values in 
their application, shall address, inter alia: 

a) The public distribution of information relating to procurement procedures and contracts, 
inc(uding information on invitations to tender and relevant or pertinent information on the 
award of contracts, allowing potential tenderers sufficient time to prepare and submit their 
tenders; 

b) The establishment, in advance, of conditions for participation, including selection and award 
criteria and tendering rules, and their publication 

c) The use of objective and predetermined criteria for public procurement decisions, in order to 
facilitate the subsequent verification of the correct application of the rules or procedures 

d) An effective system of domestic review, including an effective system of appeal, to ensure legal 
recourse and remedies in the event that the rules or procedures established pursuant to this 
paragraph are not followed 

e) Where appropriate, measures to regulate matters regarding personnel responsible for 
procurement, such as declaration of interest in particular public procurements, screening 
procedures and training requirements" 

The following paragraphs document the extent to which public procurement regulations and practices 
in the 10 target states conform to these provisions. 

'·' See OECD p~blications on Fighting Corruption and Promoting Integrity in Public Procurement (2006), 
http://www.oecd.org/document/35/0,3 746,en _ 2649 _34855 _3844 7139 _1_ 1_1_ 1 ,OO.html ; Integrity in Public Procurement, Good Practice from A 
to Z (2007), http://www.oecd.org/dataoecd/43/36/38588964.pdf; Transparency and Accountability as Tools for Promoting Integrity and 
Preventing Corruption in Procurement : Possibilities a nd Limitations , 
https://bvc.cgu.gov.br/bitstream/123456789/3500/1/transparency _and _accountabi lity _tools.pdf; and Good Governance for Public Procurement: 
Linking Islands of Int egrity; see a lso Transparency International's (Tl) Handbook on Curbing Corruption , 
http://wiki.bezkorupce.cz/ medialwiki/procurem handbook comp1ete.pdf 
" Susanne Szymanski (2007), How to Fight Corruption Effectively in Public Procurement in SEE Countries, OECD, Paris, France 
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Existeoce of a-MOOel'n.,Puboo Procureme 

4.3 Although UNCAC provisions do not specifically require legislation of procurement practices, 
international best practice aimed at effecting UNCAC provisions on public procurement is often by 
way of enactment of compi"ehensive legislatiol'l on public procurement (PP). Besides, Article 5 (4) of 
AUCPCC provides for procurement legislation. It enjoins state parties to undertake to "Adopt 
legislative and other measures to create, maintain, and strengthen internaL accounting, auditing and 
follow up systems, in particular, in public income, custom and tax receipts, expenditures and 
procedures for hiring, procurement and management of public goods and services ". The ECOWAS 
Protocol provides that "each State Party shall take measures to establish and consolidate ... 
transparency and efficiency in the procurement and disposal of goods, works, and services ... " (Article 
5(b )) . 

4.4 Infitrtherance of this, another UN agency has published a model law on public procurement to 
guide state parties. The United Nations Commission on International Trade Law (UNCITRAL) first 
published the UNCITRAL Model Law on Procurement of Goods, Construction and Services with 
Guide to Enactment in June 1994 but occasionally revises it. The model law consists of 57 articles 
divided into six chapters. The chapters are (i) General Provision, (ii) Methods of Procurement and 
their Conditions for Use, (iii) Tendering Proceedings, (iv) Principal Method for Procurement of 
Services, ( v) Procedures for Alternative Methods of Procurement, and (vi) Review. 

13 
•• How did the 10 

state governments fare in domesticating and implementing these provisions? 

4.5 Five of the I 0 states have enacted public procurement laws, with provisions similar to each 
other and to the f ederaL Public Procurement Act, 2007. These are Bayelsa (2009), Delta (2009), Imo 
(20 1 0), Niger (20 1 0), andAnambra (20 11 ). The laws typically separate procurement regulation from 
implementation. Each law also establishes two procurement regulatory agencies

14 
to oversee public 

procurement in all mainline government ministries, departments and agencies (MDAs), while 
consigning implementation to procuring entities (MDAs). The regulatory bodies are the State 
Council on Public Procurement (SCPP) and the Public Procurement Board (or Bureau, PPB) or 
equivalent15

• The Council comprises a mixture of state and non-state actors, with the former in the 
majorit/ 6

• The Council (will) superintend over the Board, approving policies, guidelines, thresholds, 
regulations, etc., made by the Board and the conditions of service of staff of the Board. Under these 
state laws, the Board (or Bureau) regulates procurement in the procuring entities using policies and 
guidelines approved by the Council. 

4.6 The State laws mimic the UNCITRAL Model Law to a good extent, but important issues 
remain. The laws usually begin with some general provisions on public procurement, including on 
principles of public procurement, scope of application, and definition of responsibilities of the parties. 
They provide for procurement methods, making open competitive bidding the default method and 
establishing conditions for their use. There are provisions on tendering proceedings, including bid 
evaluation, principal methods for procurement of consultancy services, and procedures for alternative 
methods of procurement. In addition , the la\Ys include a complaints and administrative review 
• ·ocess, code of conduct for the different parties m the procurement process, otTences and penalties 
«,.e a so provided for. However, several issues remam. especially with subtle provisions capable of 
1.:.Jennining efficacy of the laws, implementation chall nges, and capacity 

1 
Ti..: t.l• dd -.1\ . ;,, -.!ownlca•:a"k availab:e;lt ww \.uncJtral. rg/pdfL.JJliQ.C Urem/ml-procurement/ml-procurc.pdf 

"A Stt>t{' Cmwcil en J'll!c Procur.:ment (SCrP) and a Pub lit: Procurement Board or equivalent body 
''n· f' Proc~~s lkr~nu. in t!tc case of Bayds~ StJtt:. s. 3 
"This is u dcvi::ti• n from •he federal and Rivers State :egis lations. in which state and non-state actors have equal reprcsl!nlation on the Board. 
Whereas the fcdc!. l Go cmmcnt has nc•t in:n:gu:ccc~ n·,c Naticn'll coPnci' on Pdlic Procurement. ivcrs State has inaugurated its, t:ven though its 
legislation cam .. on..: year later th~n the federal govcmmcn:'s. 
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4.7 Among the worrying provisions are those skewing composition of Council in favour of state 
actors, limiting applicability of the laws, subjecting technica} procurement processing to political 
decisions, and setting low thresholds for involvement of politicians. Usually, the SCP.P"s include 
seven 1718 or more 19 state actors20

• A majority of state actors, comprising mostly state executive council 
(cabinet) members, affects perception of the transparency and appropriateness of decisions. The 
Delta state PPL makes the Governor the chairn1an of the SCPP, leading a powerful team of top 
government officials on the state actors list. The other state actors are the Commissioner for Finance, 
Secretary to the Government, Head of Service, Attorney General and Commissioner for Justice, and 
the Economic Adviser to the Governor. This overbearing delegation of the eight most powerful state 
actors21 can easily intimidate the seven non-state actor members ofthe SCPP. 

4.8 The PPL of the other states give the Governors power to appoint the non-state actor members 
as well, thus, potentially making them vulnerable to state control. The Bayelsa State Public 
Procurement Law, 2009 is an exception in some respects. The Law creates the State Council on Public 
Procurement (SCPP) with only five state actors, including the Commissioner for Finance and Budget 
who chairs it and the Permanent Secretary (general Services), who is the secretary. There are eight 
part-time (non-state actor) members appointed by the Governor on the nomination of the professional 
bodies they represent. There is no provision empowering the Governor to remove any one. 

4.9 Other provisions also limit the efficacy of the PPLs. For instance, the Anambra State PPL 
exposes public procurement to political interference. Section 19 ofthe Law provides for four levels of 
procurement approvals22

: (i) the Ministerial or Parastatals Tenders Board (MTB/PTB), (ii) the State 
Tenders Board (STB) constituted by Commissioners and members of the cabinet appointed by the 
Governor and serving at his pleasure23

, (iii) the Gov.:..inor, and (iv) the State Executive Council (SEC, 
cabinet). This arrangement, especially the involvement of politically exposed persons (PEPs) and 
institutions (the Governor and the cabinet) as authorizing officers for public procurement can 
politicize public procurement, making it less open and transparent. This becomes more critical with 
the PEPs at the top of the approval hierarchy, i.e ., in charge of major procurement decisions of higher 
values. The Niger State PPL excludes constituency and ward projects from the PPL. Constituency 
projects are those earmarked by legislators for their respective constituencies. These projects do not 
pass through normal appraisal process, since The Executive did not propose them. Often, legislators 
insert them into the budget at the last minute before passing the budget. Respective legislators directly 
supervise the projects they insed4

• All the laws limit application to procurement relating to "security 
or "National Security" except the Governors prior approval is obtained. There is a similar provision in 
the federal law. However the challenge is that National Security is in the exclusive legislative list, and 
it is doubtful whether States can legislate on it as these laws tend to do. , Secondly this appears 
intended to statutorily prevent scrutiny ofthe already notorious security votes, which have become a 
common feature of state budgets. 

" For example, theAnambra State Public Procurement Law, 20 II 
" With the exception of the Bayelsa State Law (see below) 
" For example, the Niger State Public Procurement Law, 20 I 0, which includes eight state actors in the SCPP 
10 Including the state appointed general manager/director genera l of the bureau/board 
' \ e. , including the director general (DG) of the of the State Procurement Commission 
"depending on the threshold made by the Council 
"The STB approves contracts above N5 and up to N30 million, while the governor approves contracts above N30 million and uptoN I 00 million. The 
state executive council approves contracts above N I 00 million. It is important to note that the governor appoints al members of the SEC. 
" Including awarding the contract or selecting the contractor 
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4.10 The perception is that the zeal with which the five subject states enacted their procurement 
laws does not extend to their implementation, with the exception to some extent of Niger State. The 
Niger State government has set up the regulatory organs for implementing its public procurement law. 
The state has conducted a procurement capacity assessment, identifying institutional and human 
capacity issues affecting implementation of the law. In addition, the state has setup both the SCPP and 
the PPB, recruited some additional staff for the Board and is currently engaged in training them. The 
Board is also developing new procurement maimals in line with the state PPL. There are no 
observable commensurate actions in Imo and Anambra states to develop institutional and human 
capacity to implement their PPLs. Although Baylesa state has had a Bureau for Public Procurement 
and e-Governance since 2008, the State has provided no current information on its operations and the 
extent to which it is implementing the state PPL. 

4.11 The Kaduna State Public Procurement Law only establishes the Bureau of Budget 
Implementation, Monitoring and Price Intelligence (BBIM & P) Due Process in the Office of the 
Governor. The Law is not a modern PPL and does not contain any of the landmark provisions on 
public procurement. It does not provide for principles of public procurement; distribution of 
information relating to procurement process or opportunity for contracts; tendering rules; methods of 
procurement; advance establishment of conditions for qualification and criteria for award, and an 
administrative review mechanism. Moreover, the Law subjects public procurement to political 
control by locating the regulatory function in the Office of the Governor. Currently, the BBIM&P 
(Bureau) regulates public procurement in the state. In this regard, it published guidelines on public 
procurement in 200i5

• However, provisions in the guidelines and manual fall far short of modern 
public procurement standards in several respects. For example, the provisions on procurement 
procedures are not comprehensive. Recognizing the shortcomings of the Law and the Guidelines, 
Kaduna State prepared a new draft Public Procurement Law to repeal the current one, but it has 
remained in draft (Bill) form since 2008. 

4.12 Sokoto state has a draft bill on public procurement and an established public procurement 
process. The Bureau ~ r Public rocurement an Price Intelligence in the Office of the 
Governor supervises public pr curement. The Burea issued Due Process Guidelines, wi h 
sponsorship of the UNDP to gui e procurem nt practices in the sta e26

• As with the Kaduna State 
document, the Guide/in s make provision on everal areas, but they fall short of m dern good 
practices. B sides, they are administrative rules which fall short of the binding force of law. They 
also do not establish autonomous regulat ty agenci s. Besides, hey admit a high level of political 
involvement in public procurement decisions by subjecting "rejection of all tenders, proposals, offers, 
or quotations' to the Governor's approval27

• It is not clear when the state will pass the draft law n 
public procurement, which has been in draft :tl rm since 2009. However, the draft is substandard in 
many respects and requires substantial redraftin to meet standards. 

,_ 

4.1 Benue State is preparing a modern Public Procurement Law to respond to the findings of a 
recent procurement capacity assessment. The current draft ofthe Law exposes public pr cureme t to 
political interference at the highest level, e.g. by making two provisions. It makes the Governor the 
chair of the State Council on Public Procur ment (SCPP) and it gives the Governor p wer to remove 
any member of the Council or Commission28 if"satisfied that it is not in the interest of the Commission 
or of the public for the member to continue in office". 

"See Due PIVcess Guideline -A Manual on Govemmeut PIVcurement Policy in Kadzma State, issued by the Bureau of Budget Implementation, 
Monitoring and Price Intelligence (BBIM&P) Due Process Office in July 2007 
"See Due PIVcess Guidelines- A Manual on Govemment PtVcuremeut Policy, issued by the Bureau for Public Procurement and Price 
Intelligence in the Executi e Governor'£ Office (undated) 
"See pages 19 and 20 of the Sokoto State Due Process Guidelines .. _ 
"'i.e., Bcnue State Public Procurement Commission (BNSPPC) 
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". There are seven other state actors on the councif9 and seven non-state actor members. All the other 
state actors are direct appointees of the Governor by virtue of the offices they hold in government. 

4.15 The UNDP sponsored procurement capacity assessment in 2009 made elaborate findings on 
the low level of procurement capacity in the state. The summary of the findings are as follows30

, 

"In Benue State, the practice of public procurement apparently seems to be at its infancy. 
Fundamentally, the MDAs, Local Governments, Civil Society Organizations (CSOs) and the 
Organized Private Sector (OPS) in Benue are not well grounded in procurement matters. Few 
trained personnel in this field are available. There is as such the need to launch a robust 
procurement training programme at least in the medium term. 

"Several challenges and issues have been identified that require priority attention. These 
include: 

• Lack of a comprehensive Benue State Procurement Policy 
• Absence of firmly established and functional Public Procurement Units in almost 

all MDAs (except perhaps in the Planning Department of Ministry of Health), 
Local Governments, CSOs and the Orgainsed Private Sector (OPS). 

• Staff not fully aware and conversant with public procurement procedures. There is 
lack of knowledge about public procurement as some respondents take purchase 
and supply of items as synonymous with public procurement 

• The public procurement capacity in MDAs, LGs and CSOs in Benue State is low. 
From available information only Ministry of Health has three certified procurement 
officers trained by the World Bank (WB) and Africa Development Bank (AfDB). A 
few selected staff of other MD As, Local Governments and Civil Society benefitted 
from a three-day workshop organized in Abuja and Makurdi on Fiscal 
Responsibility in which Public Procurement was just one of the components 

• Lack of understanding of the procurement procedures by contractors 
• Due to frequent changes in the Local Administration, many new members are not 

very versatile in public procurement procedures and would need capacity building 
to enhance their skills and knowledge. 

• Insufficient funds made available to the Local Government from the Federation 
Account coupled with low level of internally generated revenue (IGR) makes for 
the disconnect in the public procurement cycle. 

• Low level of Information and Communication Technology (ICT) has created an 
unfavorable environment for effective public procurement performance in the Local 
Governments. 

"These challenges may have negative impact on the implementation of the State and Local 
Governments annual budgets as well as effective service delivery. 
The capacity gaps identified during the assessment led to the development of strategies. These 
strategies have consequently been transformed into a consolidated Public Procurement Action 
Plan for Capacity Building in MD As, LGs, CSOs and the Organised Private Sector with each 
strategy described and assigned a time frame, responsible organisation and stakeholders for 
implementation." 

4.15 The UNDP has been assisting the state to implement the recommendations of the assessment 
by holding "advocacy meetings on public procurement". The first round of such meetings involving 
all permanent secretaries and special advisers held between March 11 and 14,2012. 

"i.e., a total of eight state actors, including the director general of the Benue State Public Procurement Commission (B SPPC) 
'"Andrew Gbakon (2009), Assessment of Public Procurement Capacity in Ministries, Departments &Agencies (MDAs) in 
Benue State, Consultant's Report (Final), November 2009 (Revised), UN P 
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4.16 On do state did not produce evidence of a modem PPL, but it submitted a draft document, Draft 
Ondo State Procurement Guidelines and Tenders Policy Manual, 2009 - 2010. The draft document 
contains some regulations, but it is not clear that the state government has adopted the document, as it 
is only a draft. It is also not backed by any law. Furthermore, there is no evidence that the State is 
implementing its contents. The Ondo State Public Procurement Law passed by the immediate past 
administration expired without being assented to by the present Governor. Senior Government 
personnel claim the bill has been revised and improved. In practice Ondo State has three Senior 
Special Advisers on Due Process with each in charge of procurement for: General Goods and 
Services;, Building and Electricity and Civil Works; and Water respectively. There appears to be no 
clear separation between regulation and implementation functions as regards the role of the Senior 
Special Assistants in supervising MD As. 

4.1 7 Adamawa state has not passed a modem public procurement Law and it did not submit any 
procurement manual or guidelines or provide any evidence that one exists. 

4.18 States' Financial Instructions and similar documents usually contain provisions that border on 
the procurement process and procedures . For instance, Chapter 10 and 11 of the Sokoto State Stores 
Regulations Instructions, 201 0 are on Tenders Boards and Contracts, and Purchase of Stores 
respectively. The chapters cover registration o contractors, powers to award contracts, tenders and 
contract procedures, local purchases, occasional local purchase, overseas purchases, and government 
contracts. Similarly, Delta State Financial Instructions, 2000 make provisions on local purchase of 
stores (chapter 39), procedure for the award of government contracts as well as limit on authority to 
incur expenditure (Chapter 40). However, these provisions do not reach standards expected in 
modem public procurement, and allow wide individual discretion. 

Advance Establishment of Selection and Award Criteria 

The Tendering Process 

4.19 The UNCAC provisions cited above require the "establishment, in advance, of conditions for 
participation, including selection and award criteria and tendering rules, and their publication. " 
The AUCPCC also enjoins state parties to "Adopt legislative and other measures to create, maintain, 
and strengthen .. . procurement and management of public goods and services " (Article 5(4)). It 
further provides that, "In order to combat corruption and related offences in the public service, State 
Parties commit themselves to ... ensure transparency, equity, and efficiency in the management of 
tendering and hiring procedures in the public service " (Article 7(4)). Finally, ECOWAS Protocol 
requires that "each State Party shall take measures to establish and consolidate .. . transparency and 
efficiency in the procurement and disposal of goods, works, and services ... " (Article 5(b)). What 
arrangements are in place in the 10 selected states with regard to tendering procedures? Status of 
Tendering and Other procedures in States with PPLs 

4.20 The arrangement in states with operational public procurement laws is for the PPB or 
equivalent to issue procurement guidelines and thresholds for procuring entities approved by the 
Council or equivalent. The guidelines are required by law to cover all procurement types: works, 
goods, and services. They should establish approval thresholds , solicitation and tendering 
procedures, conditions for pre-qualification, and process of obtaining due process (i.e., no objection) 
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However, the entity "shall note in the record of the procurement proceedings the ground for the choice 
of the procurement method. "38 This provision leaves too much unregulated room to procuring entities. 
This provision is a carryover of regulations that predate the PPL and which the 2009 PEFA report 
noted contained loopholes for potential abuse of the procurement process. Below is an extract ofthe 
PEF A assessment 

"Use of open competition ... Current procurement rules do not establish any threshold for open 
competition. The regulations though provide that all "procurement shall, in the case of goods, 
other services, or works, be made by means of open advertised bidding, to which equal access 
shall be provided to all eligible and qualified bidders without discrimination". However, 
another provision of the regulations significantly weakens the efficacy of the provision. The 
regulations also provide that, "where an MDA has reason to believe that the goods, other 
services, or works are only available from a limited number ofbidders or the time and cost of 
considering a large number of bids is disproportionate to the value of the procurement, 
restricted bidding may be. used. However, bids must be solicited from a minimum of 5 
bidders". This opens the door for the award of huge contracts through selective tendering. 
For example, the State awarded contract for the construction of the Yenegoa-Oporoma road 
for an amount of3 8 billion naira through a selective tendering process. . 

"Table 3.19a summarizes information on award of contracts provided, by the State Tenders 
Board. In terms of numbers, the SG awarded the vast majority of contracts (65 percent) 
through a non-competitive bidding process. Individual amounts of contract awarded through 
this selective bidding process range from above 95 million naira (US $640,000) to 38 billion 
naira (US $255 million). However, by value, contracts awarded through open bidding 
amounts to about 53 percent. 

" Section 23(2e) 
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Table 4.1: Prominence of Selective Bidding in Procurement Process 

Table 3.19a: Bayelsa State Procurement -Open vs Selective Bidding, Dec 07 -Apr 09 (Naira Millions, %) 

(Minimum mount of individual contracts included in analysis is 95 million naira (US $640,000.00) 

Agency 
Open Tendering Selective Bidding Total 

Amount Percent(%) Amount Percent(%) Amount Percent(%) 
Ministry of Works 85976.41 61 .25 54383.73 38.75 140360.14 100.00 
Min of Housing & Urban Dev 0.00 0.00 1004.09 100.00 1004.09 100.00 
Ministry of Health 0.00 0.00 18163.55 100.00 18163.55 100.00 
Capital City Devt Authority 1600.00 74.95 534.83 25.05 2134.83 100.00 
Ministry of Energy 0.00 0.00 757.91 100.00 757.91 100.0C 
Ministry of Education 0.00 0.00 6012.01 100.00 6012.01 100.0C 
Ministry of Local Govt & Rur Devt 0.00 0.00 3388.03 100.00 3388.03 1 OO.OC 
Due Process & e-Governahce Bureau 2878.37 100.00 0.00 0.00 2878.37 100.00 
Min of Youth , etc 3700.00 88.60 476.04 11.40 4176.04 100.00 
M1n ot Water Resources 0.00 0.00 250.23 100.00 250.23 100.0( 
Total in naira millions, % 94154.78 52.56 84970.41 47.44 179125.19 100.00 

Open Tendering Selective Bidding Total 
Number Percent (%) Number Percent(%) Number Percent(%) 

Ministry of Works 44 52.38 40 47.62 84 100.00 
Min of HousinQ & Urban Dev 0 0.00 4 100.00 4 100.00 
Ministry of Health 0 0.00 4 100.00 4 100.00 
Capital City Devt Authority 1 50.00 1 50.00 2 100.00 
Ministry of EnerQy 0 0.00 2 100.00 2 100.00 
Ministry of Education 0 0.00 4 100.00 4 100.00 
Ministry of Local Govt & Rur Devt 0 0.00 35 100.00 35 100.00 
Due Process & e-Governance Bureau 3 100.00 0 0.00 3 100.00 
~in of Youth, etc 1 50.00 1 50.00 2 100.00 
Min of Water Resources 0 0.00 1 100.00 1 100.00 
~otal in number, % 49 34.75 92 65.25 141 100.00 

Source of Data: Bayelsa State Central Procurement Bureau 
Note: State Central Procurement Board; document undated and unsigned and does not cover all MDAs 

Source: Bayelsa State PEFA Report, 2009 

"Several vital caveats make it difficult to place absolute confidence in Table 3.19a. First, the 
minimum amount of contract included in the information, which the SG provided for this analysis is 
N95, 379,978 .38. It is not clear what informed this cut off or whether the figure is of any particular 
significance. Second, the information did not cover every contracting MDA. For example, an 
important Ministry such as agriculture is missing from the analysis. Third, the Central Procurement 
Board is not in a position to see all contracts awarded in the State. As the State Tenders Board, it can 
only provide information on those contracts that by extant regulations pass through it. By current 
rules, Ministerial Tenders Boards have the competence to handle contracts up to 50 million naira (US 
$335, 750) without reference to the Central Procurement Board. Obviously, many contracts will fall 
within this category on which the Procurement Board does not see. 

It is therefore safe to score this dimension "D" because of insufficient data. 

See S 2 3 (d) of the ESP P L and "Justification for use of less competitive procurement methods - extant 
procurement regulations already cited above justify restricted tendering in situations where "an MDA 
has reason to believe that the goods, other services or works are only available from a limited number 
ofbidders or the time and cost of considering a large number ofbids is disproportionate to the value of 
the procurement". This justification appears too broad and therefore weak. Not providing MDAs 
with standards or limits on which to base their judgment, it gives room for wide and subjective 
interpretations and justification. For example, a March 2, 2009 Executive Council memo from the 
Central Procurement Board requesting approval for the award of contracts totaling more than six 
billion naira did not provide any justification for the use of selective tendering. It only stated thus, 
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"Selective tendering was conducted by the Ministry" Another memo justifies it thus, "The 
Ministerial Procurement Board recommended WIZTON ENGINEERING & CONSTRUCTION CO. 
LTD for the job in view of its track record in performance ... ". 

"Besides, during the assessment retreat, the SG argued that the three-month no-rain window 
that the State has to carry out construction work creates a real emergency that justifies 
selective tendering. It however would seem that the regularity of this weather situation robs it 
of any "emergency content". Indeed, the long, nine-month period provides the SG ample 
scope to plan and conclude all procurement processes so that construction work would 
immediately commence during the dry season. 

"In addition, justification of selective bidding based on specialization does not appear proper. 
It would appear that specialization and dearth of observable competition ought to be reasons 
for a deliberate effort to widen the search for alternatives and therefore for open competition. 

"Further, there appears to be something missing in not subjecting the reasoning and 
justification of Ministerial Procurement Boards for selective tendering to higher-level 
scrutiny and approval. This has created a significant and unhealthy loophole. The lack of a 
procurement regulatory authority to conduct prior or post review of major procurements is 
another lacuna that could have contributed to the popularity of selective bidding. Finally, the 
Government's visible "haste" to develop the State by implementing as much of the capital 
budget may have created a situation wrongly interpreted as "extreme emergency" warranting 
selective tendering."39 

· 

4.24 Although Sokoto, state has not enacted a PPL, its Due Process Guidelines contain rules on 
tendering. The guidelines establish thresholds, define different tendering procedures, and make rules 
on advertisement, pre-qualification, invitation to tender/bid, and due process certification. However, 
there is no evidence on the extent of their use. 

4.25 Ondo, Adamawa, and Benue states did not submit evidence on their tendering processes. 
· There are a few tendering posts on Ondo state government's website.40 The posts briefly describe the 
activity, state qualifications ofbidders, and announce closing date, time and venue for submission of 
bids. However, the posts do not include bid evaluation criteria established in advance and provide 
little guidance on the details of the procurement for prospective bidders. Besides, there does not 
appear to be any recent posts. 

4.26 The 10 state/1 do not show evidence of use of standard bidding documents to standardize 
requirements and submissions and enhance transparency. However, Niger State is currently preparing 
theirs.42 The Bureau of Public Procurement at the Federal level, (BPP) recently revised its standard 
bidding documents and sample contracts for the different types of contracts to meet international 
standards. The World Bank recently approved use of these documents in World Bank fmanced · 
projects, on account of their high standards. State governments now use them in contracts financed by 
WB credits. It is only logical that they extend their use to their own financed projects. 

4.27 Similarly, none of the state PPBs appears to have a functional website as the federal Bureau 
does. The federal BPP maintains a vibrant and updated website 43 with important information, covering 
much of the above. It also publishes and distributes, free of charge to all interested parties, information 

,.See Bayelsa State Fiscal Perfonnance Analysis, 200 I -2008 including PFM (PEFA) & PIM Systems' Assessments, a commissioned assessment by the 
World Bank completed in 2009 
"'www.ondostate.&Qv.ng. accessed on May 11,2012 at 8.50 am 
"Including those that have enacted their PPLs 
42 Actually, Niger State plans to adapt the federal documents. 
"www.bpp.gov.ng 
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on all aspects ofthe tendering and.procwementprocess., andpublishes.a Twders Journal in hard and 
soft copies (on its website), as weU as a-quarterly Procurement Review. 

4.28 Niger State at the validation meeting of the draft report on 13th September 20 12 presented some 
evidence of implementation of its law and tendering procedure. These include a Final Report on Due 
Diligence Checks on Tenders for Plants/Equipment and Offices, the Final Report on the Tender 
Analysis for the Nine Billion Naira Bond Road Projects, Minutes of Meeting of the Resident Due 
Process Team (RDPT)held on Monday 8th June 2012 at the PS Livestock and Fisheries Deve.Wpmoot 
and Minutes of Meeting ofNiger State Water Botlrd RDPT held on 9'h Feb 20i2. In addition, they 
provided three No Objection certificates, and Stores Regulations. These documents indicate that 
identified procuring entities in Niger State advertised the six major road projects awarded in Dec 
2011-2012 in two national newspapers, pre-qualified interested bidders and sold them bid documents. 
Their bids were received, evaluated and winning bids selected, though pre-qualification scoring and 
evaluation conditions are not always established in advance. They also reveal application of "Rapid 
Response Tendering Method" which is Direct Procurement on a number of projects ranging from 
supply of water purification chemicals, supply of diesel, servicing of generating set and extension of 
pipeline for water supply by direct labour. The evidence provided indicates that beyond establishment 
of regulatory institutions. 

Niger has also put in place it's Resident Due Process Teams in the MD As, and is implementing the law 
to the extent possible without regulations and standard biding documents, which it is currently 
preparing. It would appear that Niger State still applies some provisions of its Stores Regulations, 
guided by provisions of its procurement 1aw e.g. Invitation to tender is now by advertisement in two 
National Dailies, but contractor's registration is still pursuant to the Stores Regulation, though bidders 
who bid without registration may not now be disqualified, but allowed to register. Applying the two 
instruments will be problematic in practice. In its written comments regarding nonexistence of 
standard documents. Niger State agrees that it is yet to issue uniform standard documents, but notes 
that pending the delay by the consultant in delivery of their drafted regulations and standard 
documents, they have allowed MDAs to develop their own Standard documents, and they present 
Niger State UBE and Conditional Grant Scheme Standard Documents as examples. However the 
documents presented indicate gaps and capacity challenges, some of which detailed procurement 
rules, standard documents and sustained training can resolve. Niger is therefore the only one of the ten 
subject States that has provided some evidence of implementing its law and tender proceedings to any 
observable degree. 

Status of Tendering and other procedures in States without PPLs 

4.29 Of the states that did not submit evidence of modern PPLs, Kaduna and Sokoto showed they 
have orderly established tendering procedures. The two States' manuals

44 
contain ordered 

procurement procedures including establishment of approval thresholds, prior review and due process 
certification, checklist of documents required for due process certification, and procurement 
procedure, i.e., advertisement, prequalification, invitation to tender, opening of bid, bid evaluation 
process, etc. However, there is no evidence of the extent of compliance with the provisions. There is 
also no evidence of use of standard bidding documents and contracts, code of conduct, public access o 
procurement documents, including through an official website. During the validation meeting on 13'b 
September 2012 the Sokoto State contingent submitted one advertisement by the State Ministry of 
Works and Transport in the daily Trust of30th August 20 12 as evidence of implementation of its current 
rules. 

"Already cited above 
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Compliance with Tendering Procedures and Laws where they exist. 

4.30 It was not possible to establish the extent of compliance of procuring entities with tendering 
provisions in the procurement frameworks of the target states.45 However, it is safe to suggest that 
institutions and capacity for their implementation are not fully in place in four of the five states with 
modern procurement laws with Niger as the exception.46 Bayelsa State has a Due Process and e -
Governance Bureau, which became inactive in the last few years. The new government has appointed 
a new head of that agency, however no evidence of its current operations has been provided. Amongst 
five of the subject states without modern procurement laws, evidence presented indicates that only 
Sokoto and Kaduna States appear to have orderly procedures, which lack completeness. However 
neither these two States nor the other three States without procurement laws presented any evidence of 
implementation of current procedures, even as inadequate as they may be, except for the one 
advertorial presented by Sokoto State at the validation meeting. Procurement capacity is also weak in 
all the 10 states. 

Objectivity of Public Procurement Decisions 

4.31 International conventions and protocols require that the procurement decision process be 
sufficiently objective to allow for subsequent verification. For instance, UNCAC provides as 
follows, "The use of ebjective and predetermined criteria for public procurement decisions, in order 
to facilitate the subseq,uent verification of the correct application of the rules or procedures" (Article 
9(1c)). AUCPCC provision on transparency and equity of the procurement process is relevant here. 
Article 7(4) of AUCPCC requires state parties to "Ensure transparency, equity, and efficiency in the 
management of tendering and hiring procedures in the public service". Article 5(4) further requires 
the adoption of "legislative and other measures to create, maintain, and strengthen ... procurement 
and management of public goods and services". The ECOWAS Protocol also requires each State 
Party to "take measures to establish and consolidate ... transparency and efficiency in the procurement 
and disposal of goods, works, and services" and ''policies to ensure that public officials do not take 
official decisions related to private business .in which they have an interest" (A rticle 5 (b andj)). 

4.32 As already stated, the PPLs of th~jour states that have enacted them, 
47 

have p rovisions on all 
aspects of procurement decision making. These include prequalification of bidders, tendering and 
bidding process (examination and evaluation of bids, rejection and acceptance of bids), choosing a 
procurement method, etc. Generally, the Laws make open competitive bidding the default method for 
procuring goods and services. The method requires procuring entities to base procurement on 
previously defined criteria, offer every interested bidder equal simultaneous information and 
opportunity to offer the goods and works, and select the lowest evaluated respon ive bid (re ponsive 
to the bid with regard to work specification and standard as the winning bid. The PPLs also rovide 
specifically for procurement of consultancy services with either "expression of interest" in simple 
cases or "request for pr posal" i more complex circumstances. 

4.33 Generally, the PPLs narrow down areas of discretion and personal interpretation in the use of 
alternative procurement methods (i.e., other than open tendering). 48 The Laws define circumstances 
under whi h to use two stage procurement, requests for quotations, direct procurement, and 

"Although Anambra State has cornplete4 a standaril.p rocurement assessment using the OECD MAPS methodology that includes a compliance 
assessment, it is not possible to cite publicly the report without the permission of the s ate or of the sponsors ofthe report, the EU-UNICEF Partnership for 
PEMFAR in the 6 EU states. 
"'Bayelsa State had a Due Process prior to enactment of the PPL 
"Anambra, Bayelsa, hno, and Niger 
"With the exception of the Bayelsa State PPL, 2010, which, as shown above, artows procuring entities too much unsupervised discretion in choice 
of procurement method 
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emergency procurement. Most of the methods require prior (or, where this is not possible, post) 
approval of the PPBs. The general conditions in the Laws for using request for quotation (aka, 
shopping) include that 

• The value ofthe goods must be small (i.e., within threshold previously set by the PPB) 
• Procuring entities must obtain quotations from at least three unrelated sources 
• The request must make clear what charges, taxes, costs (e.g. , for transportation) to 

include in quotation 
• Bidders must submit only one invariable quotation, with no allowance of subsequent 

variation 
• There is no negotiation on quotation between procuring entity and supplier 
• The procuring entity awards the procurement t(( qualified bidder with lowest priced 

responsive quotation 

4.34 Usually shopping is not subject to prior approval ofPPBs where the value of the procurement 
is less than a lower value established in the law or which the PPBs are empowered to establish by the 
rules for shopping. 

Direct (single source) procurement involves obtaining proposal or price quotation from a single 
supplier. Conditions for the use of this method include that procurement records must include a 
statement showingjustification for decision to use the technique. Among acceptable grounds distilled 
from the PPLs ofthe five states with procurement laws are; 

• The need for standardization in obtaining additional supplies from an earlier supplier 
• The need for compatibility with existing goods, equipment or technology; here, the 

procuring entity must consider effectiveness of the original procurement in meeting 
the need 

• Limited size of proposed procurement relative to the original 
• Reasonableness of prices and suitability of goods in question 
• Contract for research, experiment, or study not for commercialization. 
• The item is available from only one particular supplier. 
• Supplier has exclusive rights in respect of the goods and no reasonable substitutes 

exist. 
• Continuation of performance under an old contract, e.g., procurement of additional 

spare parts from supplier 
• Procurement with national security implications and single source is most appropriate 

method 

4.35 Emergency or force procurement (aka rapid response procurement) involves obtaining .. 
proposal or price quotation from single supplier, under real emergency. The Laws define recognized 
emergencies as follows: 

• Serious threat to the country 
• Actual confrontation with disaster 
• Condition or quality of existing equipment or building may seriously deteriorate 

otherwise, and 
• Delay of a public project for want of an item o,f relatively minor value. 

The procuring entity may then use the direct contracting. However, the procuring entity must file a 
detailed report with the PPB and obtain a certificate of"no objection" immediately on cessation of 
conditions warranting emergency. · 

However, with the exception of limited evid~)lce from Niger State on use of Rapid Procurement 
Method or Direct Procurement as in paragraph 4.28 above, evidence is short on how the 10 states use 
alternative procurement methods across board. 
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As already stated, the 2009 PEFA report comments on the position in Bayelsa state as at 2009;49 but 
there is no information on current practice. In Anambra it appears that ministerial Tender Boards 
participate to recommend winners in award of contracts above five hundred thousand Naira, however 
contract award approvals depending on other higher applicable thresholds lie with the State Tenders 
Boards, the Governor and the Executive Council. The dominant use of selective tendering based on 
loose provisions of its operating circulars restricts competition, and there are no procurement 
management units in the MDAs. There are capacity issues as in other states and no evidence of a 
defined capacity building program. The operating circular centralizes procurement by requiring 
approval of the Governor prior to commencing procurement and for every payment. 

Procurement Reviews and Appeals Process 

4.36 UNCAC articles provides for state parties to have "An effective system of domestic review, 
including an effective system of appeal, to ensure legal recourse and remedies in the event that the 
rules or procedures established pursuant to this paragraph are not f ollowed". Although AUCPCC 
has no similar (explicit) provision the genera provisions cited above cover procurement reviews and 
a peals. In particular, the transparency provision in Article 7(4) to "Ensure transparency, equity, and 
efficiency in the management of tendering and hiring procedures in the public service" covers 
anything that deals with o enness, including a review an appeals proces . The ECOWAS Protocol 
makes similar provi ion when it requires each state party to "take measures to establish and 
consolidate ... transparency and efficiency in the p rocurement and di p osal of goods, works, and 
services" and "policies to ensure that public officials do not take official decisions related to private 
business in which the have an interest" (Article (band})). 

4.37 The PPLs contain pro urement complaint and app als m chanisms, but there is no evidenc 
that any of the five states has operationalized them. The process allows complaints from aggrieved 
persons and other who ob ente corruption an other untoward activities or who othe1 ise have a 
complaint to make on any aspect ofthe tendering or procurement process. 

4.38 The federal BPP has set up a procurement review process that state governments can emulate. 
The Bureau has published a small brochure on "C mplaints Procedure under the Procurement Act 
2007". The booklet highlights nine tepsin the procurement complaints process as follows 

a) Formal written complaint to the accounting officer of the procuring entity within 15 
working days of becoming aware ofbreach or omission 

b) Review of complaint by accounting officer and communication of decision, giving 
reasons, to the complainant ithin 15 working days 

c) Further complaints in writing to the Bureau within another 1 0 working days 
d) Bureau notifies procuring entity of complaint and suspends further action by 

procuring entity until matter is settled 
e) If the Bureau does not dismiss the complaint, it shall further 

1. Prohibit the procuring/disposing agency from taking further action 
u . Nullify part or all ofthe unlawful act or decision of the procuring/disposing 

entity 
111. Declare or make known the rules and principl s governing the subject matter 

ofthe complaint 
tv. Reverse improper decision by the procuring/ disposing entity or sub titute its 

own decision for the improper one 

"Reported elsewhere in this work 
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f) Bureau shall notify all interested bidders of the complaint before taking any decision 
on the matter and may take representations on the matter from bidders and the 
respective procuring or disposing entity 

g) Bureau shall announce decision within 21 days of receipt of complaints, giving 

reasons 
h) If not satisfied with decision or if decision not reached within 21 days, complaint may 

proceed to the High Court within 30 days 
i) Decision of the High Court shall be final and binding on all the parties and no further 

appeals shall lie. 

Code of Conduct for Procurement Personnel 

4.39 To help protect the integrity of the procurement process, UNCAC requires the legal system to 
establish, "Where appropriate, measures to regulate matters regarding personnel responsible for 
procurement, such as declaration of interest in particular public procurements, screening procedures 
and training requirements" (Article 9(1 )e. Article 5~) of AUCPCC requires state parties to "Adopt 
and strengthen mechanisms for ... the promotion of an enabling environment for respect of ethics". In 
addition, AUCPCC (Article 7 (4)) and the ECOWAS Protocol (Article 5(a, g)) contain provisions on 
declaration of assets and conflict of interest. All the international treaties and conventions require 
provisions that prohibit acts ofbribery and solicitation. 

4.40 The Constitution of the Federal Republic ofNigeria, which applies nationwide, lays the basic 
foundation for proper Code of Conduct for public officers. Sections 172 and 209 provide that "A 
person in the public service of the Federation (or state) shall observe and conform to the Code of 
Conduct" prescribed in Schedule 5 of the Constitution. The Schedule stipulates acceptable standards 
of behavior in diverse situations and prohibits unwholesome conduct, including conflict of interest 
situations, bribery, maintenance offoreign bank accounts, membership of secret societies, etc . It also 
provides for compulsory declaration of assets by public officials, and sets up the Code of Conduct 
Tribunal to try offenders. 

4.41 Although the PPLs of the five statei0 that have enacted them enjoin the regulato1y agencies to 
prescribe Codes of Conduct for public officials involved in the procurement process, there is no 
evidence that any of them has done this. The PPLs require that personal integritl

1 
be the guiding 

principle of any such code. The public offices will also be subject to an oath of office to ensure the 

following: 

(i) judicious utilization of public funds, 
(ii) adequate time for preparing offers 
(iii) comply with the PPL and all derivative regulations 
(iv) strict confidentiality until completion of a contract 
(v) observance of highest standards of ethics- transparency, honesty, and professionalism 

in relationships with bidders, suppliers, contractors, and service providers 
(vi) divesting from relationships actually or potentially inimical or detrimental to the best 

interest of government 
(vii) avoidance of conflict of interest and unfair advantage (pecuniary or otherwise) 

situations in dealings with state government and its organs 5
2 

49 Anambra, Bayelsa, Delta, lmo, and Niger 
" honesty, accountability, transparency, fairness, equity; see for instance, s. 59 (2) of the Niger State PPL, 20 I 0 
" See for instance, s. 59 ofN iger and Anambra, and ss. 60, 61 of Bayelsa states' PPLs 
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4.42 Avoidance and disclosure of existence of conflict of interest situations are important aspects of 
the personal integrity concept of the Codes of Conduct enshrined in the PPLs. The Laws define 
Conflict oflnterest situations to exist in the following situations: 

• Outside interests materially encroaching on time or attention given to job 
• Unethical relationships (direct or indirect) with bidder, etc., that confer real (or 

perceived as such due to person's ability to influence dealings) personal gain; and 
• Unethical relationships capable of impairing business judgment and compromising 

impartiality .. 

• Placing government in an equivocal, embarrassing, or ethically questionable position 
by acts of omissions. 

• Relationships compromising reputation or integrity of government. 
• Receiving benefits by taking personal advantage of opportunity properly belonging to 

government. 

• Using public property obtained in course of work or otherwise to create a source of 
personal revenue or advantage. 

• Disclosure of confidential information belonging to the government, supplier, etc., to 
unauthorized persons 

Thus, procurement and assets disposal officials must declare existing or planned financial or other 
outside business relationship with real or potential conflicts :.o, 

4.43 State governments could follow the example of the federal BPP in operationalizing equivalent 
provisions in the federal Public Procurement Act, 2007 by defining codes of behaviors for not only 
public officials, but all parties involved in the procurement process, including bidders and civil society 
observers. 

4.44 The various PPLs of the five subject states also define specific procurement offences and 
penalties. 
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Summary Performance: Anti-corruption Initiatives in Public Procurement 

4.45Table 4.2 below summarizes the foregoing discussion. 
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Chart 4.2: The chart below also summarizes the foregoing discussion graphically. 
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Chapter 5: Anticorruption Initiatives in Management ofPublic Finances 

5.1 Article 9 (2) of UNCAC states as follows, Each State Party shall, in accordance with thP 
fundamental principles of its legal system, take appropriate measures to promote transparency Oi11 

accountability in the management of public finances . Such measures shall encompass, inter alia 
a) Procedures for the adoption of the national (state) budget 
b) Timely reporting on revenue and expenditure 
c) A system of accounting and auditing standards and related oversight 
d) Effective and efficient systems of risk management and internal control 
e) Appropriate, corrective action in the case of failure to comply with the requirement"' 

established in this paragraph 
This section examines how the public financial management systems of the 10 sample statt 
governments meet these provisions and those of the African Union Convention on Preventing and 
combating Corruption (AUCPCC) and the ECOWAS Protocol on the Fight against Corruption. 

Procedures for the Adoption oft he Budget 

5.2 UNCAC provides for "appropriate measures to promote transparency and accountability in 
the management of public finances" including "procedures for the adoption of the national (state) 
budget ". Similarly, AUCPCC requires state parties to "undertake to ... Adopt legislative and other 
measures to create, maintain and strengthen internal accounting, auditing and follow-up systems, in 
particular, in the public income, custom and tax receipts, expenditures and procedures for hiring, 
procurement, and management of public goods" (Article 5( 4) ). The ECOWAS Protocol also provides 
for each state party to "take measures to establish and consolidate ... revenue collection systems that 
eliminate opportunities for corruption and tax evasion and provide for regulations, which require 
companies and organizations to maintain adequate financial books and records and adhere to 
internationally accepted standards of accounting" (Article 5(g) ). 

5.3 The 1999 Constitution of the Federal Republic ofNigeria53 establishes the basis for managing 
public finances and budgeting in Nigeria. Section 162 of the Constitution contains rules on the 
management of public revenues in states. Two types of revenues accrue to state governments: states' 
share of joint revenues accruing to the federation and state's domestic internally generated revenue 
(IGR). The discussion below describes arrangements governing the two. 

5.4 Revenue Sources ofState Governments 
Although Nigerian state governments have great fiscal and budgetary autonomy, this autonomy of 
action does not translate into independent sourcing of revenues for economic development. Nigeria's 
fiscal federalism centralizes the more important revenue sources and distributes the proceeds among 
the constituent governments54 with a formulaic arrangement The Federal Government is the 
administration and collection agent for jointly accruing revenues. Thus, the FG controls revenues 
from crude oil sales, petroleum profit taxes, royalties and other oil charges, company income taxes, 
customs duties, excise duties, stamp duties, value added tax, education tax, etc. The FG accumulates 
these central revenues into two funds, the VAT Pool Account for value added tax proceeds, and the 
Federation Account (FA) for others. The constituent governments apply statutory revenue sharing 
formulas in monthly distribution of accruing revenues. The Federation Account Allocation Committee 
(F AAC) consisting of representatives of the three levels of government handles the monthly distribution. 

" As amended to date; the constitution is applicable to both the federal and state governments. Although Nigeria is a federation wi.th highly autonomous 
constituent states, Nigeria operates onl y a single constitution. Current provisions do not perrnit states to make their own constitution even if they wanted. 
" However, states can make their own laws on areas of their legislative competence as provided for in the constitution. 
Federal, state and local 
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5.5 There are two types of revenue sharing formulas, vertical and horizontal. The vertical 

··la applies to first line distribution of revenues among the three tiers of government: federal state, 

.~ tocal The horizontal formulas are for subsequent redistribution of the shares accruing to a 

··Tficular tier of government (state or local) among the members of that government. The VAT Pool 

mnt and the Federation Account do not use the same vertical or horizontal revenue sharing 

was, i.e., the vertical formula for sharing VAT revenues differs from the vertical formula for 

aring FA revenues. Similarly, the horizontals for the two are different. 

5.6 VAT Pool Account sharing formulas are as follows. The vertical formula is 15:50:35 for 

federal, states, and local governments respectively. The horizontal sharing formula for the 50 

percent of VAT revenue accruing to states is as follows: population, 10 percent, derivation, 50 

percent, and equality of states, 40 percent. The two highest VAT states are Lagos and Ogun. 

5.7 Vertical and horizontal sharing formulas applicable to the FA are more complicated, 

involving a two stage process. First, there is a prior charge
55 

of 13 percent on revenues from oil 

sources payable to the states that contributed the oil resources
56

• The horizontal formula for 

sharing this amount reflects the proportion of the tates' con ri utions. Second, a statutory vertical 

sharing formula applies to the balance of revenue in the Federation Account thus: 54.68 ercent to 

the Federal Go ernment, 24.70 to states, and 20.72 for local governments. The horizontal sharing 

formula applied to the 24.70 percent accruing to SGs is a it too complex to narrate here (see Box 

5.1 below). 

5.8 These revenues flow as constitutionally guaranteed and unconditional transfers from the 

centre to states and local governments. Another term commonly describing these revenues in 

Nigeria is statutory revenues. On average, they contribute more than 85 percent to state 

governments' revenues, with the exception of Lagos and Rivers States. The latest indication is that 

federation sources contribute only about 35 percent of Lagos State's finances. 

~O!Jtbetopoftbefederation Account 
"''ndeed, the constitutional provision applies to all natural resources producing states (s. 162 ; the section will also apply to any state that contributes 

natural n:soun:es to national coffers. 
i.e., among tbe oil producing states 
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Box 5.1: Vertical and Horizontal Revenue Sharing Formulas - FA and VAT 

Vertical Sharing 

13% Derivation- Oil Producing 
States 

Federal Government 
State Governments 
Local Governments 

Total 

Principle 
Equality 
Population 
Population density 
IGR effort 
Landmass 
Terrain 
Rural roads/inland waterways 
Potable water 
Education 
Health 
Derivation 

%Share- Federation Account (FA) % Share- Value Added Tax 
Revenues 

13.00% off the top (mineral revenues only) 

54.68 
24.70 
20.62 
100.00 

States' Honzontal Revenue Shanng Formulas 
Federation Account (FA) Revenues(%) 

45.23 
25 .60 
1.45 
8.31 
5.35 
5.35 
1.21 
1.50 
3.00 
3.00 
0.00 

Revenues 

Nil 

15.00 
50.00 
35 .00 
100.0 

VAT Revenue (%) , 
40.00 
10.00 

50.00 

5.9 In addition to Federation revenues described above, the constitution defines some 
independent sources of revenues for state governments. These revenue sources constitute states' 
domestic or internally generated revenues (IGR). Thus, state governments administer collect, and 
retain revenues from these internal sources, although they do not necessarily enact legislation on the 
more important of them. The most important of states' IGR sources58 is personal income tax. The 
National Assembl59y makes personal income tax laws empowering state governments to collect and 
use proceeds of personal tax from individuals ordinarily resident in their states. The National 
Assembly also determines the tax rates, reliefs and allowances. Similar arrangement applies to capital 
gains tax for individuals. 

5.10 States' also collect IGRfrom a variety of other tax and non-tax sources. These include stamp 
duties (taxes on registration oflegal instruments) on individuals, registration of business premises, 
licenses, fees, fines, and investment earnings. These revenue sources often do not perform very well 
in most states due largely, to poor administrative abilities of state governments and their reliance on 
unconditional flows from the centre. Most state governments are not able to generate more than 10 
percent of their revenue needs from these internal sources. As already stated, Lagos state is an 
outstanding exception here, generating up to 60 percent of its revenues from internal sources. Rivers 
state also generates a significant proportion of its revenues (about 25 percent) from within. 

5.11 How effective are these provisions on revenue administration? How transparent are the 
processes for sharing joint revenues, i.e., VAT and FA revenues? What factors affect tax 
administration in state governments? There are no general answers since different issues apply to 
joint and internally generated revenues of state governments. The following paragraphs provide 
some insight. 

'"By a wide margin 
" i.e., the Federal Government 
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Issues in Distribution of Joint Revenues 

5.12 Issues in the distribution of revenues accruing jointly to the federation include 
dissatisfaction with the revenue sharing formulas and complaints about lack of transparency in the 
handling of accruing revenues. 

5.13 Complaints about current vertical and horizontal revenue sharing formulas suggest general 
lack of satisfaction with them. The complaints have various facets . 

• Complaints that the process of fixing the current vertical formula was not transparent - the 
President unilaterally adjusted the vertical formula left by the defunct military government in 
2003 following a Supreme Court (SC) decision. Til:~ adjustment became necessary when the 
SC nullified part of the military-bequeathed fomiula60

• The President allocated the bulk of the 
nullified portion to the federal government, pending agreement of a new revenue sharing 
formula. The process of devising new formula is for the Revenue Mobilization, Allocation, 
and Fiscal Commission (RMARC) to recommend a revision to the President, who will pass it 
on to the National Assembly for enactment. The process has been ongoing for many years 
now. 

• Complaints that the federal government controls the bulk of collective revenues (52.68 
percent), leading to wastage of resources at the centre. The argument is that the state 
governments, charged with actual service delivery should have the lion share of revenues. 

• Complaints about 'alleged' skewed horizontal revenue sharing formula - there are two facets 
to these complaints. First, there is the long standing agitation for resource control61 that appear 
to recently be toning down due to increased prominence for derivation in the revenue 
formula. 62 Second, there have recently emerged agitations that application of the 13 percent 
mineral derivation is unfair to northern states. Third, some states contend that the derivation 
formula should apply only to onshore oil and not offshore oil as well. They argue that applying 
the formula in this manner has led to disproportionate63 allocation of resources to littoral states, 
which in turn is responsible for their alleged misuse and corruption.64 Fourth , there is 
controversy on the place of local government in Nigeria's federalism, and in particular their 
distorting impact on the vertical revenue sharing formula. The most potent illustration of this 
is the case of Lagos state. Lagos state has approximately the same population with Kano 
state,65 but while the later has 44 local governments, the former has only 20. Kano LGs 
therefore command greater share of the 40 percent equality component oflocal governments' 
share of federation revenues. Even Oyo state LGs have greater share on thi s index than Lagos 
State LGs. Oyo state has 33 LGs, even though its population is barely a little more than half 
that of Lagos. Fifth , there are continuing issues on the role of population in the horizontal 
revenue sharing formula. Sixth, Lago66 wants a review of VAT revenue sharing formula or a 
scrapping ofVAT altogether. Lagos claims to produce the bulk ofVAT and wants to keep the 
entire VAT proceeds accruing from the state. It is not sati sfied with the 50 percent derivation 
applying to VAT . . 

• Lately there has also been calls for increase in quantum of oil revenues allocated on basis of 
derivation 

•'The formula left by the mi litary was 7.5, 48.5, 24.0, and 20.0 percent for special funds, the federa l governmen t, state govern ments, and local 
governments respectively. The SC declared that the allocation to specia l funds was unconstitutional since s. 162 recognised distribution of revenues only 
among the three tiers of government. 
" By the oil producing Niger Delta states 
" Perhaps like VAT, which has a derivation arrangement of 50 percent 
6

·' And indeed too much 
"' See comments widely credited the chairman of the Northern Governors Forum, Governor Babangida Aliyu of Niger State on February 24. 20 12, at 
http://www.punchng.com/news/northern-govs-demand-allocation-fonnula-review/; see also 
h ttp ://a fri canheraldexpress. com/b log 7/2 0 12/02/24/revenue-shari n g- forn1 u I a-unfair-to-north-baban gida/ 
" According to official 2006 population census figures released by the National Population Commission 
"' At to some extent, Ogun and Rivers states 
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5.14 Allegations oflack of transparency in the management offederation revenues are of two types: 
failure of revenue collection to remit accurate amounts of revenues to the Federation Account, and 
unauthorized withdrawals, especially from the excess crude account. Claims of failure to transmit 
revenues affect both VAT and FA. 

Issues in States' Tax Administration 
5.15 State governments often blame their poor IGR performance on their lack of independence to 
enact tax laws, fix tax rates in states and generally control tax legislation in their states, but the facts 
do not bear this out. Although the federal government enacts lawson major taxes and fixes tax rates, 
state govei111D€nts make vital inputs into the process through the Joint Tax Board (JTB). The JTB is a 
statutory body67 oftop tax officials ofthe federal and state governments68 with the following functions69 

1. Advising all tiers of government on tax matters in order to evolve an efficient tax 
administration system in the country 

n. Resolving areas of conflict on tax jurisdiction among member states 
m. Promoting unifo~ty in both the application of tax laws and in the incidence of tax 

on individual throughout the country 
IV. Imposing its decision on matters of procedure and interpretation on income tax 

matters on member states 

In this capacity, the JTB is important in setting tax rates. Indeed, the body suggested the amendments 
that the Federal Government made recently to the Personal Income Tax Act. The amendment lowered 
tax rates, increased personal allowances and reliefs, and redefined the concept of residence. 70 The JTB 
has also finalized work on a new national tax policy, which is currently awaiting enactment into law by 
the National Assembly. 

. .. ~ ' ... , 

5.16 What factors then explain the weakness of the tax administration of the SG? The remote 
answer is a series of events, culminating in overdependence by states 01,1 unconditional oil revenue 
transfers. Dependence ofSGs on central revenues resulted from gradual fiscal reforms introduced by 
the federal government between the mid-1970s and late 1980s. The reforms effectively centralized 
the major revenue sources (including oil revenues) and introduced vertical and horizontal revenue 
sharing formular for their sharing. Gradual balkanization of the first tier SG from three fiscally strong 
and autonomous regions at independence to the current 36 states also created a dearth of experienced 
administrative capacity through splitting of available pool of experienced administrators among 
newly created states. Further, given the 'big brother' role assumed by the FG during the reforms, the 
new states found no incentive to move quickly to replenish the stock of administrators _depleting in this 
manner and through normal attrition. Consequently, IGR generation, as other administrative 
responsibilities of states, suffered. With oil now doing so well in the international market and 
unprecedented levels of revenue flowing to SGs from the centre, it has perhaps, become even more 
difficult for SGs to find the motivation to boost internal revenue generation. 

" Sees. 86(1) of the Personal Income Tax Act Cap P8 LFN 2004 
"The body has coopted membership of the following bodies: the Federal Road Safety Commission (FRSC), Revenue Mobilization Allocation and 
Fiscal Commission (RMAFC), Federal Capital Territory Administration, and Federal Ministry of Finance 
" http://www.jtb.gov.nglnode/ l 
" See Personal Income Tax Amendment Act, 20 II 
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5.17 Most state governments have weak and non-transparent tax administration systems, 
characterized by lack of comprehensive taxpayer database, poor assessments techniques, and 
loopholes in internal controls around revenue collection and accounting, and discretionary tax 
policies. Tax provisions restrict discretionary powers to best of judgment (BOJ) assessment applied 
when the taxpayer is not forthright with information on his/her income. However, arbitrary waivers, 
selective rebates to labour and other interest groups, and lack of professionalism capacity contribute to 
reducing the effectiveness of the tax system. 

Arrangements for Public Budgeting 

5.18 The Constitution contains general provisions on f!ublic budgeting, but legislative rules 
prescribe procedures for their adoption by the Legislature 1

• Constitutional provisions require the 
state governor to present the annual fiscal budget proposal (Appropriation Bill) before the state House 
of Assembly (legislature) for consideration and approval. The Executive may only spend money as 
the legislature authorizes in an appropriated law72 or as otherwise authorized by the constitution. The 
constitutional exceptions are the remuneration, salaries and allowances of the following eight bodies, 
namely, (i) the Governor, (ii) Deputy Governor, (iii) Auditor-General, (v) Chairman and members of 
the Civil Service Commission, (vi) Electoral Commission, (vii) Judicial Service Commissions, and 
Pensions and Gratuities73

• These are direct first on charges on respective constitutional revenue funds 
(CRFs) of states. State houses of assembly often make laws making their remunerations, salaries and 
allowances first line charges on the CRF, as well, even though the constitution does not provide for 
this . . 

5.19 As stated above, state legislatures make rules on their legislative procedures, including for 
approving the budget; however, only five states provided copies of these rules for review74

• The rules 
provided are similar in many respects75

• Generally, the rules provide for the following seven steps 

(i) presentation of the budget proposal by the Governor, which constitutes the first 
reading 

(ii) a second reading that discusses the general financial principles and policy of the 
government, 76 

(iii) committing the budget to the finance/appropriation (F I A) committee 
(iv) detailed examination of the budget by sector co.mmittees77

, including discussions with 
respective MD As 

( v) clause by clause discussion of the F I A report and recommendations by the Committee 
ofthe Whole House, and 

(vi) item by item approval of expenditure lines, 
(vii) third reading and passage. The last step is accent to the Appropriation Bill by the 

governor. 

Measures for Fiscal Discipline 

5.20 Several state governments have followed the example of the federal government to enact 
Fiscal Responsibility Laws (FRLs/8

. Delta (2008), Bayelsa (2009), Anambra (2010), and Niger 
(20 1 0) are the four states in the study sample that have enacted FRLs; Kaduna (2008), Sokoto and 

"There are similar provisions on the federal budget 
" Including supplementary appropriation law, sees. 120(2)) 
" See s. 124 (2) 
" The states are Anambra (Standing Orders of the Anambra State House of Assembly, 2008), Adamawa (Standing Orders of Adamawa State House 
of Assembly, 2007), Benue (Standing Rules of the Benue House of Assembly, 1981 ); Sokoto (Sokoto State House of Assembly Standing Rules, 
20 I 0 Amended), and Bayelsa (Standing Orders the Bayelsa State House of Assembly, 20 II). 
" The only observed difference relates to Anambra State, where the House Standing Orders 2008 requires committing the budget proposal to the 
Committee of the Whole House immediately after the second reading for detailed examination. The three other Houses will use the finance and/or 
appropriation committees, and specialized sector committees for the detailed examination. The Committee of the Whole House then convenes to 
receive the report of the detailed examination, followed by a clause-by-clause debate before passage. 
"The rules do not allow discussion of the detailed budget during the second reading 
" Which for this purpose are also subcommittee of the F/A committee 
" The Federal Government enacted a Fiscal Responsibility Act in 2007 to help instill discipline into the budgetary process. The Act sets aggregate 
expenditure and borrowing limits, casts the budget in a medium term expenditure framework, establish public debt targets, and outline measures to 
strengthen fiscal accountability. 1 
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Imo (20 11) have produced evidence of drafts, not yet enacted by the Legislature. The Laws follow 
the same general pattern set out in the federal equivalent, more or less. Generally, they adopt the 
medium term expenditure framework (MTEF) approach for fiscal planning including the medium 
term fiscal framework (MTFF) to project revenues in the medium term. The MTEF also requires 
setting both aggregate expenditure ceilings and using this as a basis for sectorial allocation of 
budget and actual expenditure. An important assumption of the MTEF approach is the willingness 
of government to both contain actual aggregate expenditures within to budget ceilings and respect 
sectorial allocations in the spending process. 

5.21 However, the process of mainstreaming and institutionalizing the FRL into the budget process 
has remained weak and largely ineffective in the four states that have enacted the FRL. The iger 
state government has set up a Fiscal Responsibility Commission as required under the FRL to oversee 
implementation of the Law. Although capacity is still weak in the Commission, there are ongoing 
efforts to strengthen it.. No other state government produced evidence of what it is doing to 
implement the Law. There does not appear to be an eagerness or "rush" to develop capacity to 
institutionalize implementation. 

5.22 Fiscal indiscipline has continued in both states that have enacted the FRL and those that have 
not. There is no political will to discipline first, realistically budget according to realizable revenues 
and second, to respect budgetary allocations during spending. Thus, an examination of the published 
financial statements produced by the state governments reveal the same types of fiscal indiscipline: 
optimistic revenue projections and under collection,79 budgeting based on the unrealistic revenue 
projections, excess expenditure on some budget heads,80 under spending allocations on some other 
heads, and failure to spend at all on yet some others. The excess budgetary spending and vehement 
that are of concern, are those that are undertaken wttbout prior legislative.oq>proval, as required by the 
Colilstitution, and reported as such in the reports of the Auditor GeDelliL Most state governments in 
Nigeria8

' regularly use the supplementary budgeting -process in a manner that violates international 
good practices i.e. , to adjust the original budget to accommodate extra expenditure already incurred 
for non-emergency issues. The excess expenditure discussed here are ones above the approved 
spending. 

Timely reporting on revenue and expenditure 

5.23 UNCAC requires state parties to adopt measures that will promote "timely reporting on 
revenue and expenditure". Both AUCPCC and ECOWAS Protocol have corresponding provisions. 
AUCPCC provides in Article 5(4) for the adoption of "legislative and other measures to create. 
maintain, and strengthen internal accounting ... in particular, in the public income. custom and tax 
receipts, expenditures .. . " . Obviously, measures aimed at achieving these objectives must include 
timely reporting. The ECOWAS Protocol requires measures "to establish and consolidate ___ revenue 
collection systems that eliminate opportunities for corruption and tax evasion and provide f or 
regulations which require companies and organizations to maintain adequate financial books and 
records and adhere to internationally accepted standards of accounting" (Article S(f)). The reference 
to international standards of accounting makes timeliness of reporting an issue because it is covered by 

'''Some state government's (e.g., Kaduna), adopt the process of revising revenue targets midstream to bridge lhe g;~p between lbe original budgderl 
revenue and actual collection. 
"'Especially those in which there is political interest ; the expenditure approval process in all the states makes excess expenditure impossible withow 
the governor's approval. The governor must expressly approve capital expenditures (both commitment aud payment and release of overileads to 
MD As. The governor also approves personal expenditure, although this is usua lly protected or committed expenditure. over which lhe gove:rnor 
choose not to exercise much of his/her discretionary powers of disapproval. 
" Including those the sample 
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IPSAS (International Public Sector Accounting Standards) issued by the International Public Sector 
Accounting Standards Board (IPSASB) of the International Federation of Accountants (IF AC). 

5.24 The mode of public reporting on government revenues and expenditures is the annual report 
and financial statements oftheAccountant General. Extant rules and practice (but not the constitution 
or any statute) require this report to be ready within six months of the end of the financial year for audit 
and for the audit to be ready within 90 days of completion of the financial statements. However, 
governments generally do not publish the financial statements beyond submitting the audited 
fmancial statements and audit report to the Legislature. The Federal government is a relative good 
exception. It publishes the audited financial statements,82 but not necessarily audit reports on the 
website.83 

5.25 How did the 10 state governments under study perform with regard to the timeliness of 
completion of their financial statements and audit reports? Table 5.1 tabulates the dates of 
submission of fmancial statements for audit and audit reports to the Houses of Assembly, wherever the 
information is available. Only two states - Ondo and Niger- were timely in the preparation of their 
annual accounts and fmancial statements, i.e., the two states concluded the statements within the six 
months required practice period. Ondo state concluded its statements five weeks early. Two other 
states- Anambra and Kaduna - were six and eight weeks late. Bayelsa State was seven weeks late 
with its last fmancial statements and six months late with submission of its audited report. The 
remaining five states did not provide information on dates of conclusion of their accounts. The new 
Kaduna State audit law requires the submission of its financial statements for audit within five months 
of end of the fmancial year. Only Anambra, Bayelsa and Ondo states submitted information on the 
date of completion of audit reports and submission to the House. Anambra state completed its FY 
2009 audit within five weeks of receipt of the financial statements, while Ondo completed its FY 201 0 
audit within one month. However, Anambra state's FY 2010 accounts and audit became due by end 
September 2011, by law, but there is no evidence of its completion. Though Imo State at the draft 
report validation meeting submitted a copy of Accountant General's Financial Statements for YR 
2007, it was undated and without an indication whether or not it was submitted to the Auditor -General 
for auditing and when. 

Table 5.3: Timeliness in Submission of Account!iiFinancial Statements and Audit Reports 
Accounts/Financial Statements Audit Report 

State Date of Latest 
Source/Comment 

Date of Latest 
Source/Comment 

Submission Submission 

FY 20 I 0 accounts 
Audit report does not provide 

Adamawa 
concluded and audited 

date of submission; state did Information not provided 
not provide other evidence 

Letter 

FY 2009 - 19 August FY 2009 audit report, p.l; 6 FY2009 - 24 
AS/S.154/1I/I 93; 

Anambra timely/early; 6 weeks 
2010 weeks late September, 20 I 0 

after receipt of financial 
statements 

Submitted to the 
By letter dated 22"d 

FY 2010 accounts 
Received stamp of the Auditor 

House and 
March 2012 with the 

Bay elsa 
concluded and audited 

General's Office shows it was received on 3'd 
received Stamp on its 

received on 23rd August 2011 
April2012 

face giving date of 
receipt 

Draft FY 2010 No information whether !mal 
Benue accounts (computer statements ready and timing 

Information not provided 
prints) provided 

" Seewww.oagf.gov.ng for federal financ ial statements and www.kwarastate.gov.ng for financ ial statements of the Kwara state government. 
''lbe 2007 report of the Auditor General for the Federation is on the website of the Office of the Auditor General for the Federation, 
www.oaugf.gov.ng 
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IPSAS (International Public Sector Accounting Standards) issued by the International Public Sector 
Accounting Standards Board (IPSASB) of the International Federation of Accountants (IF AC). 

5.24 The mode of public reporting on government revenues and expenditures is the annual report 
and financial statements of the Accountant General. Extant rules and practice (but not the constitution 
or any statute) require this report to be ready within six months of the end of the financial year for audit 
and for the audit to be ready within 90 days of completion of the financial statements. However, 
governments generally do not publish the financial statements beyond submitting the audited 
fmancial statements and audit report to the Legislature. The Federal government is a relative good 
exception. It publishes the audited financial statements,82 but not necessarily audit reports on the 
website.83 

5.25 How did the 10 state governments under study perform with regard to the timeliness of 
completion of their financial statements and audit reports? Table 5.1 tabulates the dates of 
submission of fmancial statements for audit and audit reports to the Houses of Assembly, wherever the 
information is available. Only two states - Ondo and Niger- were timely in the preparation of their 
annual accounts and fmancial statements, i.e., the two states concluded the statements within the six 
months required practice period. Ondo state concluded its statements five weeks early. Two other 
states - Anambra and Kaduna - were six and eight weeks late. Bayelsa State was seven weeks late 
with its last fmancial statements and six months late with submission of its audited report. The 
remaining five states did not provide information on dates of conclusion of their accounts. The new 
Kaduna State audit law requires the submission of its financial statements for audit within five months 
of end of the fmancial year. Only Anambra, Bayelsa and Ondo states submitted information on the 
date of completion of audit reports and submission to the House. Anambra state completed its FY 
2009 audit within five weeks of receipt of the financial statements, while Ondo completed its FY 201 0 
audit within one month. However, Anambra state's FY 2010 accounts and audit became due by end 
September 2011, by law, but there is no evidence of its completion. Though Imo State at the draft 
report validation meeting submitted a copy of Accountant General's Financial Statements for YR 
2007, it was undated and without an indication whether or not it was submitted to the Auditor -General 
for auditing and when. 

Table 5.3: Timeliness in Submission of Accounts'Financial Statements and Audit Reports 
Accounts/Financial Statements Audit Report 

State Date of Latest 
Source/Comment 

Date of Latest 
Source/Comment 

Submission Submission 

FY 2010 accounts 
Audit report does not provide 

Adamawa 
concluded and audited 

date of submission; state did Information not provided 
not provide other evidence 

Letter 

FY 2009 - 19 August FY 2009 audit report, p.l; 6 FY2009 - 24 
AS/S. l54/ll/193; 

Anambra timely/early; 6 weeks 
2010 weeks late September, 20 10 

after receipt of financial 
statements 

Submitted to the 
By letter dated 22"" 

FY 2010 accounts 
Received stamp of the Auditor 

House and 
March 2012 with the 

Bay elsa 
concluded and audited 

General's Office shows it was received on 3'd 
received Stamp on its 

received on 23rd August 2011 
April 2012 

face giving date of 
receipt 

Draft FY 2010 No information whether fmal 
Benue accounts (computer statements ready and timing 

Information not provided 
prints) provided 

" Seewww.oagf.gov.ng for federal financ ial statements and www.kwarastate.gov.ng for financial statements of the Kwara state government. 
''lbe 2007 report of the Auditor General for the Federation is on the website of the Office of the Auditor General for the Federation, 
www.oaugf.gov.ng 
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Table 5.2: Timeliness in Submission of Accounts'Financial Statements and Audit Reports 
Accounts/Financial Statements Audit Report 

State Date of Latest 
Source/Comment 

Date of Latest 
Source/Comment 

Submission Submission 
Submitted a letter from 
AG to SSG dated 11h 
September 2012 four 

FY 2009 audit 
days after the draft 

report provided; 
report validation · 

FY 20 10 accounts meeting informing the 
Delta provided 

No information on whether it copy signed 12 
SSG that audited 

(photocopies) 
has been audited April 2011 , but 

Accounts of the State 
not indicating 

for 2009 & 2010 were 
submission date 

submitted to the House 
on 2"d June 2010 and 
12th September 2011 
respectively 

FY 201 0- Audit Provided letter evidence 

FY 2007 Financial 
Did not provide date of Report provided of submission of 

Statement completed 
submission or financial but does not Auditors Generals 

Imo 
statements for 2005-6 or 2008- indicate date of Report to Accountant 

and audited, 
2010 submission to General not HA dated 

Legislature 91h Dec 2011 

Kaduna 
FY 2010 - 29 August FY 2010 audit report, p. l ; 8 

Information not provided 
2011 weeks,Jate 

Niger FY 2010 - 4 July 20 1'1 
FY 20 1 0' audit report, p. i ; 

Information not provided 
timely'(four days late) 

See letter 

FY 2010 - 21 April FY 2010 audit report, p.l ; FY2010 -20 
GMD/AG/2Nol. H/1'95 

On do ofMay 20, 2011; one 
2011 timely; 5 weeks early May 2011 

month after receipt of 
financial statements 

Sokoto 
Audited FY 2009 No information on completion 

Information not provided 
account provided date 

System of Accounting and Auditing Standards and Related Oversight 

UNCAC requires an effective "system of accounting and auditing standards and related oversight". 
AUCPCC does not make any direct reference to accounting standards. However, as seen above it 
requires the adoption of"legislative and other measures to create, maintain, and strengthen internal 
accounting, auditing and follow up systems ... " (Article 5( 4)). Accounting and auditing standards 
constitute an internationally recognized measure for strengthening "internal accounting, auditing and 
follow-up systems". Also as seen above, ECOWAS Protocol requires adherence to "internationally 
accepted standards of accounting." It provides for the adoption of measures "to ... adhere to internationally 
accepted standards of accounting" (Article S(f)) . 
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System of Accounting 

5.27 Legal provisions and enactments on accounts reporting in Nigeria include the 1999 Constitution, the 
Finance (Control and Management) Act, 1957,84 and the Financial Regulations, 2009.85 These provisions 
establish the office of the Accountant -General. The Accountant -General runs the Treasury,86 keeps the 
relevant accounting books (including revenues and expenditures), and prepares financial statements and fiscal 
accounts summary for audit. The Finance (Control and Management) Act defines the functions of the Office in 
this regard. The Financial Regulations (or Instructions) make detailed provisions on rules and procedures on 
all financial processes, transactions and procedures. Extant regulations and practice (but not law) require the 
Account- General to prepare the final accounts and submit same for audit within six months of the end of the 
year. Thus, the financial accounts.efthe federaVstate government should be ready for audit by the end of June 
each year. Combined with the constitutional provision for completion of audit within 90 days,87 the audited 
accounts should be ready by the end of September each year. 

Public Accounting Standards 

5.28 The International Public Sector Accounting Standards (IPSA Sf are internationally recognized public 
accounting standards, developed by the International Public Sector Accounting Standards Board (IPSASB) . 

The IPSASB "develops high-quality International Public Sector Accounting Standards (IPSASs), guidance, 
and resources for use by public sector entities around the world for preparation of general purpose financial 
statements. 89

" Countries may adopt these standards in preparing their financial statements or produce their own 
public sector standards complying with the minimum standards in IPS AS. 

5.29 The Nigerian Conference of Accountants' General of the Federation and States has been taking steps 
towards formal adoption of/PSAS for public sector accounting and reporting in the country. Indeed, the Office 
of the Accountant General (OAGF) had been making official pronouncements in this regard prior to the 
enactment of the Financial Reporting Council ofNigeriaAct in 2011. 90 For example, the OAGF91 conducted an 
IPSAS gap analysis in January 2010, identified disparities between current public sector accounting practices 
and IPSAS, and produced a roadmap towards full adoption ofiPSAS.92 The Conference is currently engaging 
in nationwide sensitization workshops and activities (including study tours to countries that have migrated to 
IPS AS) as part of activities in the roadmap towards adoption ofiPSAS in 2013. However, the new Conference 
of Accountants' General must now await formal pronouncement by the Financial Reporting Council ofNigeria 
on this subject before proceeding to adopt IPSAS and implement. 

14State governments should have their own independent organic finance laws, but some states adopt this federal legislation. For example, Delta state 
government provided a copy of this federal law in evidence. Some states have are in the process of enacting their own laws, while some regard their 
Fiscal Responsibility Laws as their organic finance laws, but this may be erroneous as shown below. 
" State governments should also have their own versions referred to as, Financial Instructions. However, some states submitted earlier editions of the 
federal Financial Regulations as evidence of what they use (see discussion on 'effective and efficient systems of risk management and internal controls' 
below for details. 
" Referred to as the Office of the Accountant General, following the 1970s and 80s reforms that changed the name from the Treasury Department of the 
Ministry of Finance. The Lagos state government refers to the Office as the State Treasury Office, headed by the Accountant General of the State. 
However, this documents uses 'Office oftheAccountant General' and 'Treasury' interchangeably as is also the case in practice. 
" See discussion on auditing below 
" Issued by the Intematiooal Public Sector Accounting Standards Board (IPSASB) - formerly the Public Sector Committee - of the International 
Federation of Accountants, see htto:/lwww.ifac.org/public-sector 
"http://www.ifac.org/public-sector 
'"The Act equips the Financial Reporting C~l with powers to produce or adopt accounting, auditing, and reporting standards for both public and 
private sector Nigeria. 
" In conjunction with theOfficeoftheAccountantGeneral of the Federation and the defunct Nigerian Accounting Standards Board (NASB) 
"'See Federal Republic of Nigeria (2010): Nigeria hblic Sector Accounting -Comparison witb International Public Sector Accounting and 
Auditing Studanb (C-•try Report), January 20 I 0 
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Box 5.2: The International Public Sector Accounting Standards Board (IPSASB) 

The IPSASB is an independent standard-setting board that develops high-quality International Public 
Sector Accounting Standards (IPSASs ), guidance, and resources for use by public sector entitiec 
around the world for general purpose financial reporting. The IPSASB is one of four independent 
standard-setting boards supported by the International Federation of Accountants (IFAC). IFAC 
(www.ifac.org) is the global organization for the accountancy profession, dedicated to serving the 
public interest by strengthening the profession and contributing to the development of strong 
international economies. It comprises 167 members and associates in over 127 countries (including 
Nigeria) and jurisdictions, representing approximately 2.5 million accountants in public practice, 
education, government service, industry, and commerce. 

The IPSASB seeks to enhance the quality and transparency of public sector financial reporting by (i) 
establishing high-quality accounting standards for use by public sector entities, (ii) promoting the 
adoption, and international convergence to, IPSASs, (iii) providing comprehensive information for 
public sector financial management and decision making, and (iv) providing guidance on issues and 
experiences in financial reporting in the public sector. 

The financial and sovereign debt crises underscores ofiPSASs. The continuing crises highlight more 
than ever before, the need for better financial reporting by governments worldwide, and the need for 
improvements in the management of public sector resources. The government's financial 
management decisions affect citizens. Strong and transparent financial reporting can improve public 
sector decision making and make governments more accountable to their constituents. Past failure of 
governments to manage their finances has had dramatic consequences such as loss of democratic 
control, social unrest, and the failure of governments to meet their commitments today and in the 
future. This can still happen again. 

Since 1997, the IPSASB has developed and issued a suite of 31 accrual standards, and a cash basis 
standard for countries moving toward full accrual accounting. Governments that report on a cash­
basis do not account for significant liabilities, such as pensions and infrastructure development; as a 
result, the IPSASB encourages public sector entities to adopt the accrual basis of accounting which 
will improve financial management and increase transparency resulting in a more comprehensive and 
accurate view of a government's financial position. 

Many governments, jurisdictions, and international institutions have already adopted IPSASs and 
many more are on the road to implementing the standards. These include Austria, Brazil, Cambodia, 
Costa Rica, Kenya, Peru, South Africa, Spain, Switzerland, Vietnam, the European Commission, the 
North Atlantic Treaty Organization (NATO), the Organization for Economic Cooperation, and 
Development (OECD), the United Nations system, and Nominating Committee Members 

Source: http://www.i(ac.org/sitesldefaultl fileslcallouts/Fact Sheet IPSASB April 2012 O.pdf. 
sourcedonAugust 16,2012 

5.30 The new Financial Reporting Council (FRC) has sole responsibility for making accounting, 
auditing, and reporting standards for the private and public sectors (see Box 5.2). The Council may 
.ei-ther make its own standards or adopt any existing international standards, with which all entities 
must comply.

93 
The adopted all the statements of commercial accounting practice issued by the 

Nigerian Accounting Standards Board, which it replaced. However, the Council has issued only one 
statement on public sector practice thus far - Statement of Recommended Practice on Retirement 
Benefits in the Public Sector, but it has not yet made a pronouncement on the adoption ofiPSAS or any 
other standard. 

"The Council has powers of enforcement, as well, s. 7(2) (a) of the Act; see Box. 5.2. 
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Box 5.3: The Financial Reporting Council of Nigeria 

- ·· -- -.~ ~ial Reporting Council ofNigeriaAct, 2011 repealed and replaced the NigeriarrAccounting 
·3oard Act No. 22, 2003 and set up the Financial Reporting Council (FRC) ofNigeria in its 

::tee. H(lwever, the FRC has wider functions and powers of enforcement than the Nigerian 
.mting Standards Board (NASB), which made accounting (not auditing) standards and 

tations for commercial accounting only. The jurisdiction of the FRC includes public sector and 
commercial accounting, auditing, and financial reporting. The broad outline of the standards setting 
and regulatory powers ofthe Council is as below 

• P.~..:force(TIP!!.t of compliance with accounting, auditing, corporate governance and financial 
reporting standards in Nigeria, s. 7 (2)a 

• develop and publish accounting and financial reporting standards to be observed in the 
preparation of financial statement of public interest entities, s. 8 ( 1 )a 

• review, promote and enforce compliance with the accounting and financial reporting 
standards adopted by the Council, s. 8 ( 1 )b 

• receive notices of non-compliance with approved standards from preparers, users, other third 
parties or auditors of financial statements, s. 8 ( 1 )c 

• receive copies of annual reports and fmancial statements of public interest entities from 
preparers within 60 days of the approval ofthe Board, s. 8 (1 )d 

• advise the Federal Government on matters relating to accounting and financial reporting 
standards, s. 8 (1 )e 

• maintain a register of professional accountants and other professionals engaged in the 
financial reporting process, s. 8 ( 1 )f 

• monitor compliance with the reporting requirements specified in the adopted code of 
corporate governance, s. 8 ( 1 )g 

• promote compliance wit~ the adopte~ standards issued by the Internation.~J ~~deration of · 
Accountants and International Accountmg Standards Board, s. 8 ( 1 )h ,~. . 

• monitor and promote education, research and training in the fields of accounting, auditing, 
financial reporting and corporate governance, s. 8 ( 1 )i 

• conduct practice reviews of registered professionals, s. 8 ( 1 )j 
• review financial statements and reports of public interest entities, s. 8 ( 1 )k 
• enforce compliance with the Act and the rules of the Council on registered professionals and 

the affected public interest entities, s. 8 (1 )I 
• establish such systems, schemes or engage in any relevant activity, either alone or in 

conjunction with any other organization or agency, whether local or international, for the 
discharge of its functions, s. 8 (1 )m 

• receive copies of all qualified reports together with detailed explanations for such 
qualifications from auditors of the fmancial statements within a period of 30 days froll) the 
date of such qualification and such reports shall not be announced to the public until all 
accounting issues relating to the reports are resolved by the Council, s. 8 ( 1 )n 

• adopt and keep up-to-date accounting and financial reporting standards, and ensure 
consistency between standards issued and the International Financial Reporting Standards, s. 
8(1)o 

• specify, in the accounting and fmancial reporting standards, the minimum requirements for 
recognition, measurement, presentation and disclosure in annual financial statements, group 
annual financial statements or other fmancial reports which every public interest entity shall 
comply with, in the preparation of financial statements and reports, s. 8 ( 1 )p 

• develop or adopt and keep up-to-date auditing standards issued by relevant professional 
bodies and ensure consistency between the standards issued and the auditing standards and 
pronouncements of the International Auditing and Assurance Standards Board, s. 8 (1 )q; and 

• perform such other functions which in the opinion of the Board are necessary or expedient to 
ensure the efficient performance of the functions of the Council, S. 8 (1) r 

• (2) The Council may issue rules and guidelines for the purpose of implementing auditing and 
accounting standards, S. 8 (2) 
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8.12 The issues of standards for financial reporting and auditing is now statutorily in the hands of 
the Nigeria Financial Reporting Council. The way to go for the Council will be to issue and enforce 
standards that fill gaps already identified between current standards and practices and identified 
international standards represented by the international public sector accounting standards (IPSAS) 
issued by the International Federation of Accountants (IF A C) and the JNTOSAI Guidelines and Good 
Practices Related to SAl Independence (JSSAJ 10 and 11). This alone however without other 
complementary ejforts will not resolve all the issues. 

8.13 State Governments have provisions for internal controls in the Financial Regulations and 
treasury circulars. Either state governments have their own set of Financial Instructions (FJ) and 
Stores Regulations (SR) or they adopt some version of the federal Financial Regulations (FR). The 
regulations provide detailed internal rules and follow the same general structure. The challenge 
however remains that of consistent enforcement and in some cases low capacity. 

8.14 The Nigerian Presidential system of government establishes three arms of government, the 
Executive. The Judiciary and the Legislature under the concept of separation of powers and checks 
and balances. It operates under the presumption that the legislature being more representative in 
nature will keep abreast with the needs of the people, and hold the Executive accountable in meeting 
those needs. It gives it powers to investigate any matter with respect to which it has powers to make 
laws, and into the conduct and affairs of any person or authority charged with executing laws made by 
it or disbursing and administering funds appropriated by it. These powers are granted to make laws 
and to expose inefficiency and waste. 143 However all evidence in the subject States point to 
the fartthatThe Legislature is the weakest ofthe three arms of government at the subject State levels. 
So IT''JCh power is arrogated to the Governor both in the constitution, laws made by the State 
Legislaturesandthroughpracticesacquiredduringmanyyearsofmilitaryrule.,. 

8.14 , implemented at the federal level in Nigeria often cascade down to the States and 
.ovemments.Arecentexample is the introduction of a Medium Term Expenditure Framework, 

a" •seal Responsibility framework and the new Public Procurement regime, though they are all 
witnessing poor implementation. In the same breath failings in the federal system influence failures at 
the state level and negative trends at the federal level easily become magnified at the State and local 
Government levels. The reluctance to relinquish direct political control of the procurement process at 
the federal level epitomized in the federal Executive Councils continued approval of award of 
contracts and approval of procurement policy documents and thresholds has contributed to the 
centralized control of public expenditure at the State levels by the Executive Councils and Governors 
Offices, and diminished Federal governments moral authority to advice the States on this issue. This 
however points to the fact that the Federal Government has a leadership role to play in restructuring 
governance processes and is best placed to influence developments in the States by example. 

8.15 The State legislatures across subject States and the Public Accounts Committees have been 
unable to exercise sufficient oversight over public expenditure and to address issues of infractions 
from due process, failures to implement laws, rules and procedures, despite their constitutional 
powers to do so. The Auditors Generals in many instances have identified audit infractions, but are 
powerless to enforce sanctions. 

""s U9olfk 19'J9Coosiiiulioooftbe Federal republic ofNigeria 
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8.16 This failing is fundamental to the chaUenges identified in this report with the Subject States. It 
is the Legislature that should hold State officials acco\tnMble for failing to implement laws passed by it 
or that should effectively compel State Executives to introduce and implement steps-and procedures 
intended to improve fiscal discipline, public procurement implementation, financial reporting and 
auditing, measures to improve integrity of financial records, or to increase citizens access to records or 
improve simplification of governance processes and access of citizens to decision makers or decision 
making processes. 8.20. When asked what the solution to this situation and scenario might be, all 
State representatives agreed that improving and strengthening -citizens groups, civil society broadly 
speaking i.e. (NGOS, Professional bodies and .associations, religious groups, ethnic and development 
associations etc.) to hold political leaders accountable, whether they be in the Executive or 
Legislature in the Subject States is the additional step t11at-should accompany development of these 
new legislative and administrative tools, systems and processes. This wili require supporting citizens 
groups broadly des-cribed to organize, acquire needed skills, secure increased access to publicly held 
information and .recor4s and be able to apply knowledge based approaches in engaging public 
processes and institutions, both with t"espect to f~ation ~needed po1icy, revisioBS of laws, roles, 
and their implementation, monitoring and evaluation etc. 

8.17. Also it will require support to increase the ability of organized non State actors to mobilize 
massively and strategically around critical issues, to support government in implementing needed 
reforms and provide alternative views, in a way that can no longer be ignored. Citizens groups need to 
implement voice and accountability mechanism that strategically ensure reform laws and policies are 
implemented, bu~ also that such laws-are not skewed towards1Jrotectingthe status quo. 

8.18 It is also suggested that an annual or two yearly rallking of performance of States based on 
selected indicators, conducted and publicly presented by non-state actors, perhaps led y an 
international agency may help to apply pressure for reform and implementation of reform laws auJ 
rules. Such indicators must however take account of challenges that States face, evaluate 
performances of arms of government, as well as State governments as a unit The indicators ,.,-1 to be 
measurable and representative of best practices required to improve processes in a way that ~ 
concrete and measurable outcomes. It should try to cover not only gaps in laws and policies, bt.L ... 
gaps between existing laws, and policies and practice. 

8.18 Participants at the draft report validation workshop 144 suggested that these report findings be 
disseminated to the leadership of their States individually and that civil society groups in their States 
be encouraged and supported to engage governments of their subject States in dialogue on findings in 
this reports. 

""Held at Reiz Continental Hotel Central Area Abuja on 13"' September 20 12 
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Appendix 1: 

International Standards of Supreme Audit Institutions (ISSAI)
145 

Level3: Fundamental Auditing Principles 
1. ISSAI 100 INTOSAI Auditing Standards- Basic Principles 
2. ISSAI 200 INTOSAI Auditing Standards- General Standards 
3. ISSAI 300 INTOSAI Auditing Standards - Field Standards 
4. ISSAI 400 INTOSAI Auditing Standards - Reporting Standards 
Level 4: Auditing Guidelines 
(a) General Auditing Guidelines 
1) ISSAI 1000 General Introduction to the INTOSAI Financial Audit Guidelines 
2) ISS AI 1003 Glossary to Financial Audit Guidelines 
3) IS SAl 1200 Overall Objectives of the Independent Auditor and the Conduct of an Audit 

in Accordance with International Standards of Auditing 
4) ISSAI 1210 Terms of an Engagement 
5) ISSAI 1220 Quality Control for Audits of Historical Financial Information 
6) ISSAI 1230 Audit Documentation 
7) ISSAI 1240 The Auditor's Responsibilities Relating to Fraud in an Audit of Financial 

Statements 
8) ISSAI 1250 Consideration of Laws and Regulations in an Audit of Financial Statements 
9) ISSAI 1260 Communication with those Charged with Governance 
10) ISSAI 1265 Communicating Deficiencies in Internal Control to Those Charged with 

Governance 
11) IS SAl 1300 Planning an Audit of Financial Statements 
12) ISSAI 1315 Identifying and Assessing the Risks ofMaterial Misstatement through 

Understanding the Entity and its Environment 
13) IS AI 1320 Materiality in Planning and Performing an Audit 
14) ISSAI 1330 The Auditor's Responses to Assessed Risks 
15) ISSAI 1402 Audit Considerations Relating to Entities Using Service Organizations 
16} ISSAI 1450 Evaluation of Misstatements Identified during the Audit 
17) ISSAI 1500 Audit Evidence 
18) ISSAI 1501 Audit Evidence- Specific Considerations for Selected Items 
19) ISSAI 1505 External Confirmations 
20) ISS AI 1510 Initial Audit Engagements - Opening Balances 
21) ISS AI 1520 Analytical Procedures 
22 ISSAI 1530 Audit Sampling 
23) ISSAI 1540 Auditing Accounting Estimates, including Fair Value Accounting Estimates 

and Related Disclosures 
24) ISSAI 1550 Related Parties 
25) ISSAI 1560 Subsequent Events 
26) ISSAI 1570 Going Concern 
27) ISSAI 1580 Written Representations 
28) ISSAI 1600 Special Considerations - Audits of Group Financial Statements (incl. the 

Work of Component Auditors) 
29) IS SAl 1610 Using the Work of Internal A 1dito s 
30) ISSAI 1620 Using the Work of an Audi r's Expert and Management 
31) ISSAI 1700 i .::.-rning an Opinion and Reporting on Financial Statements 
32) ISSAI 1705 odificafnns to the Opinion in the Independent Auditor's Report 
33) ISSAI 1706 Emphasis +' Matter Paragraphs and other Matter(s) Paragraphs in the 

. Independent Auditor's Report 

14~xtracted from the official website, http://www.intosai.org/about-us/issai.html on August 18, 2012 
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1) ISS AI 1710 Comparative Information- Corresponding Figures and Comparative Financial 
Statements 

2) ISSAI 1720 The Auditor's Responsibilities Relating to Other Information in Documents 
Containing Audited Financial Statements 

3) ISS AI 1800 Special Considerations- Audits of Special Purpose Financial Statements 
4) ISSAI 1805 Special Considerations -Audits of Single Financial Statements and Specific 

Elements, Accounts or Items of a Financial Statement 
5) ISSAI 1810 Engagements to Report on Summary Financial Statements 
6) ISSAI 3000-3999 General Auditing Guidelines on Performance Audit 
(b) Guidelines on specific subjects 
1) ISSAI 3000 Implementation Guidelines for Performance Auditing 
2) ISSAI 3100 Performance Audit Guidelines: Key Principles 
3) IS SAl 4000 General Introduction to Guidelines on Compliance Audit 
4) ISSAI4100 Compliance Audit Guidelines for Audits Performed Separately from theAudit 

ofFinancial Statements 
5) ISS AI 4200 Compliance Audit Guidelines Related to Audit ofFinancial Statements 
6) ISSAI 5000 Principles for BestAuditArrangements for International Institutions 
7) ISSAI 5010 Audit of International Institutions - Guidance for Supreme Audit Institutions 

(SAis) 
8) ISS AI 5110 Guidance on Conducting Audits of Activities with an Environmental 

Perspective AppendixiSSAI 
ISSAI5120 EnvironmentalAuditandRegularity Auditing 

9) ISSAI 5130 Sustainable Development: The Role ofSupreme:\.uditlnstitutions 
1 0) ISS AI 5140 How SAis may co-operate on the audit of international environmental accords 
11) ISS AI 5210 Guidelines on Best Practice for the Audit ofPrivatisations 
12) ISSAI 5220 Guidelines on Best Practice for the Audit of Public/Private Finance and 

13) 
14) 

15) 

16) 

17) 
18) 

19) 

20) 

21) 

ISSAI5230 
ISSAI5240 

ISSAI5310 

ISSAI5410 

ISSAI 5411 
ISSAI5420 
ISSAI 5421 
ISSAI5422 

ISBAI5430 

ISSAI5440 

ISSAI5600 

Concessions Appendix 
Guidelines on Best Practice for the Audit of Economic Regulation 
Guidelines on Best Practice for the Audit ofRisk in Public/Private Partnerships 
(PPP) 
Information System Security Review Methodology - A Guide for Reviewing 
Information System Security in Government Organizations 
Guidance for Planning and Conducting an Audit of Internal controls ofPublic 
Debt 
Debt Indicators 
Public Debt: Management and Fiscal Vulnerability: Potential Roles for SAis 
Guidance on Definition and Disclosure of Public Debt 
An Exercise of Reference Terms to Carry Out Performance Audit of Public 
Debt -
Fiscal Exposures: Implications for Debt Management and the Role for 
SAis 
Guidance for Conducting a Public Debt Audit - The Use of Substantive 
Tests in Financial Audits 
Peer Review Guidelines 
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