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Abstract. 
Government Sector Financial Reporting, which is the medium of rendering 
public accountability of the business of Government by public office 
holders, is carried out in accordance with statutory and regulatory 
framework. But the level of compliance of financial reporting with 
regulatory framework has not been adequate. Statutory and regulatory 
framework is violated every now and then with consequential colossal 
losses and frauds detectable only through special investigations. The 
purpose of this paper is thus to seek improvement in the level of compliance of 
Government Sector Accounting, Financial Management, Auditing and 
Reporting to statutory and regulatory framework. The paper examines users 
and uses of Government Sector Financial Reports; Statutory and Regulatory 
Framework for Government Sector Accounting, Financial Management, 
Auditing and Reporting; Structure and Process of Government Accounting; 
Auditing of Government Accounting; Appraisal of Government Accounting, 
Financial Management, Auditing and Financial Reporting, and gives 
recommendations. The recommendations include: instituting a code of 
disciplinary measures for bureaucratic civil and public servants who violate 
different categories of statutory and regulatory framework relating to 
Accounting and Finance; awakening of professional Accountancy bodies to 
the discipline of their members; reinforcing the war against corruption as 
well as public support for the EFCC, ICPC and Conduct Bureau; harnessing 
the financial control duties of the Assembly; mandatory timely publishing of 
government sector financial statements at year-end just as Government does 
for budgeting at the beginning of each year; wide computerization of 
government accounting and finance activities; the setting up of 
quasi-private sector reporting parameters for public parastatals; 
professionalisation of Government Accounting; effective training and 
re-training of Accounting personnel. The paper concludes on the need for all 
to act in oneness for proper observance of regulations in government sector 
financial reporting in Nigeria. 

Introduction 
Government Sector Financial Reporting is the means by which Accounting, Financial 

Management and Auditing in the public sector are communicated to users to enable informed 
assessment of public revenues and of their use by public office holders, as well as to confirm whether 
the Government's stated objectives of programmes, projects and activities were actually achieved and at 
what cost. The ultimate goal of Government Sector Financial Reporting is public accountability. 
Government Sector, also called Public Sector, is defined by Adams (2006, p.l) as "all organizations, 
which are not privately owned and operated, but which are established, run and financed by the 
government on behalf of the public". The public sector includes: (1) The Federal Arms of 
Government, Ministries, Departments, Agencies and Parastatals (2) The Slates' Arms of Government, 
Ministries, Departments, Agencies and Parastatals (3) The Local Governments in entirety. 

Financial reporting in the government sector differs from that of the private sector in that 
while the objectives of the former involve the provision of adequate services, those of the latter 
involve the making of maximal profits. Again, while public sector organizations arc multi-purpose 
service - providers and having different sources of finance derivable from the public, private sector 
organizations derive their finances from private investments, and deal with specific products (physical 
products or services) from which they generate their revenues and make their profits. Government 



sector financial reporting is on cash basis while private sector financial reporting is on accrual basis. 
There are other dissimilarities between the two. 

The need for public accountability has caused demands for regulatory framework in public 
sector financial reporting. According to Oshisami (1992, p. 1), "Government business, whether in form 
of policies, programmes, activities or functions, is run in accordance with laid down formalities. 
These formalities become more rigorous especially in relation to the accounting and reporting for the 
collection and use of government funds which support the process of government. The legal 
formalities in the area of Government Accounting and financial control include laws, rules, regulations, 
customs and accepted norms of behaviour". 

In order to have an effective work on this topic, this paper specifically examines the following 
areas: 
• Users and Uses of Government Sector Financial Reports. 
• Statutory   and   Regulatory   Framework   for   Government   Sector   Accounting,   

Financial Management, Auditing and Reporting. 
• Structure and Process of Government Accounting. 
• Auditing of Government Accounting. 
• Appraisal   of  Government   Sector   Accounting,   Financial   Management,   

Auditing   and Reporting. 
• Recommendations and Conclusion. 

Users and Uses of Government Sector Financial Reports 
Users of Government Sector financial information are many and varied. They can be 

beautifully grouped into two categories of internal users and external users. The internal users group 
comprises: the Executive heads of the tiers of government, such as the national president, the State 
governors and Local Government chairmen; members of the Executive Cabinet and advisers to the 
Executive heads such as the Federal Ministers, State Commissioners and Supervisory Councilors; 
heads of government departments such as Director Generals, Executive Directors etc; heads of 
government parastatals such as the NNPC, N1TEL, CBN, University governing boards etc.; the Civil 
Service Union and specialized agencies such as NAFDAC, EFCC, ICPC etc. The external users group 
comprises: the General Public; the Government other than the reporting government; Foreign 
countries; Domestic and foreign financial institutions such as UBA, IMF, World Bank, ADB etc; 
Local and foreign creditors; Media-men and researchers; Domestic and foreign investors; 
International organizations such as the OAU/AU, UNO, UNESCO etc., and various other groups such as 
trade unions, political parties, the Military, pressure groups etc. 
The different users of Government Sector financial information use such information for varied 
purposes which include: to give evidence of financial accountability and to enable appraisal of 
management performance; to ascertain economy (cost effectiveness), efficiency and effectiveness 
with which government functions and activities were carried out; to ascertain the propriety of 
transactions and their conformity with established regulatory framework; to evaluate government 
financial viability and to provide a basis for planning, controlling and decision making; to ascertain 
details of financial commitments and the costs of providing various services; to ascertain key service 
indicators budgeted for and to compare results with the budget; to ascertain and proffer solutions to 
any major difficulties and problems encountered in the execution of programmes, projects and 
activities, and to ascertain the level of discipline, or corruption, in the public sector. 

Adams (2006, p.3) noted that "the internal users would require accounting information in 
order to ascertain the various regulatory compliance, that actual expenditures are in accordance with 
appropriations, and that adequate safeguards exist for the protection of public assets. Whereas, the 
external users will require accounting information to ascertain financial viability, planning, 
controlling, decision making and appraisal of management performance etc'1. 

Statutory and Regulatory Framework for Government Sector Accounting, Financial 
Management, Auditing and Reporting 

All the operations of the public sector are dictated, governed and circumscribed by laws and 
regulations" (Ayegh, 2005). The statutory and regulatory framework for Government Sector 



Accounting, Financial Management, Auditing and Financial Reporting in Nigeria includes:, 

(a).        The Nigerian Constitution. 
Public Sector Accounting in Nigeria is principally governed by the Constitution of the Federal 

Republic of Nigeria, 1979 as amended in 1989 and 1999. The constitution is thus the bedrock of 
Government Accounting in Nigeria. To be specific, Sections 80 to 89 and 149 to 169 of the 1999 
Nigerian Constitution as well as Sections 24 to 26 of the Finance (Control and Management) Act of 
1958 and Sections 13 to 15 of the Audit Ordinance of 1956 instituted the Consolidated Revenue Fund, 
the Development Fund and the Contingencies Fund, specifying their methods of operation. 

It is these sections that authorized the payment of all the Federal Government revenues into the 
Consolidated Revenue Fund, and stated modalities for allocation of the Revenue, the audit of public 
accounts and other financial matters. The constitution placed management of public finance at the 
Federal level under the Minister of Finance and Economic Planning, and at the State level under the 
Commissioner of Finance. 

Other federal laws having relationship with the constitution and public sector accounting, 
auditing and financial reporting include the Economic and Financial Crimes Commission (EFCC) Act 
No. 5 of 2002 which was effective from I4lh December 2002, the Independent Corrupt Practices and 
Other Related Offences Commission (1CPC) Act of 2000, and of course, the Pension Reform Act of 
2004 enacted on 25 th June, 2004 with its major object stated in Section 1: "Establishment of 
Contributory Pension Scheme for employees in the Public and Private Sectors'1. 

(b)        Financial Legislations. 
Apart from the constitution, certain financial matters are regulated by other laws of the 

Federation and these include: 

(b) (i) Finance (Control and Management) Act, 1958. 
This Act governs the management and operations of all government funds, in so far as it is 

consistent with the constitution. The Act authorizes the Accountant-General of the Federation to issue 
from time to time Financial Regulations, Accounting Codes, Audit Guides and Accounting Manuals to 
be followed by Accounting Officers and other employees of each Ministry on all matters relating to the 
financial and accounting affairs of the Federation which are not by law assigned to any other 
Accounting Regulations and Laws. 

This Act specifically mandates a cash basis of accounting for the Consolidated Revenue Fund 
(CFR) to avoid the uncertainty of the choice of accounting basis for the preparation of the accounts. 
The Act also requires the annual accounts of government to be prepared on a fund basis. 

(b) (ii) The Audit Act, 1956. 
This Act together with Section 85 of the 1999 constitution covers the area of audit and 

accountability in respect of the Federal Government. Section 7 of the Act sets out the duties of the 
Auditor-General for the Federation (then called Director of Federal Audit). In furtherance of audit, 
Section 13 mandates the Accountant-General of the Federation to sign and present, within a period of 
seven months after the close of each financial year, to the Auditor-General the accounts showing the 
financial position of the Federation on the last day of such financial year. Such accounts were 
specified to include: 

• an abstract account of receipts and payments; 
• a statement of the assets and liabilities at the close of the financial year; 
• detailed statements of revenue and expenditure arranged according to sub-heads; and 

 such other statement as the House of Representatives may from time to time require. 
The Act also empowers the Auditor-General "at anytime1' and "if it appears to him to be 

desirable" to prepare and "transmit a special report" to the Legislature; as well as the power to inquire 
into any issue, programme, project, activity, function or transaction over and above the traditional ro e of 
guarding against fraud and misuse of government funds. 



(b) (iii) Yearly Appropriation Acts. 
These are the yearly appropriation bills and supplementary appropriation bills which when 

passed become Appropriation Acts and Supplementary Appropriation Acts respectively. The Annual 
Appropriation Act is the Annual Budget of the Government. 

(c) Financial Regulations (FRs) 
Financial Regulations are codes of regulation serving as guiding principles, providing 

instructions on the processes and / or procedures to be followed in carrying out all financial 
transactions and the keeping of the accounts thereto. FRs are expected to aid the achievement of 
probity and accountability in government (of both political office holders and career civil servants) as 
they relate to systems of receipts and disbursement of funds and the procedures to ensure good 
accountability and assurance against frauds and other financial malpractices. The Minister/' 
Commissioner of Finance on the advice of the Accountant-General, issues from time to time FRs in 
accordance with existing policies and laws. 

(d).       Parastatals Enabling Laws. 
Government Parastatals, Agencies and Departments be they Federal, State or 

Local Government owned, such as educational institutions (universities, polytechnics, colleges of 
education), NITEL, NNPC, Sports Commission, Museums etc. also do some forms of financial 
reporting to the Government, their Governing Boards, Office of the Accountant-General and Office of 
the Auditor-General. In such financial reporting, the prime regulatory laws to be adhered to are their 
Enabling Laws or the laws that established them. 

It is worth-noting that these parastatals enabling laws do not set adequate parameters for their 
Accounting, Auditing and Financial Reporting e.g. what principles should govern the preparation of 
their accounts, kind of presentation format, what accounting and auditing standards to follow, what 
type of audit certificates should accompany the accounts to the Executive, and a host of other 
technical issues in Accounting, Auditing and Financial Reporting. All these give room for lack of 
economy, efficiency and effectiveness in their operations. 

(e)         Others. 
Other statutory and regulatory framework for public sector financial reporting includes 

Treasury and Finance Circulars; Financial Memoranda; Policy Circulars and Bulletins; Tender Rules, 
Regulations and Procedures; Act 43 of 1988-Civil Service Reforms; Ministry of Finance Incorporated 
(MOFI) Act of 1959; Financial Year Act 1980; Revenue Mobilization, Allocation and Fiscal 
Commission Act No. 49 of 1989; Accounting Standards; Accounting Manuals etc. 

Structure and Process of Government Account 
The Federal Minister of Finance and Economic Planning, who is the Chief Executive and 

Chief Accounting Officer of the Ministry, has financial control/oversight functions over other 
ministries. He prepares the annual budget to be laid before the National Assembly by the President." 
He is specially aided by the Accountant-General. The Accountant-General is legally authorized to 
prepare the Accounts of the Federation for audit and for submission to the National Assembly through 
the Minister of Finance. 

Government  accounting  process   is  designed   in   compliance  with   Section   13   
of Audit Ordinance No. 38 of 1956 and Section 24 of Finance (Control and Management) Act No. 33 of 
1958; as stated above. These sections require the Accountant-General to sign and present to the 
Auditor-General within'seven (7) months after the close of each financial year, accounts showing fully 
the true . and fair view of the financial position of the Government on the last day of such financial year. 

According to Ifuruenze (2007), the process is a complete sequence of accounting procedures 
repeated annually. The sequence is the normal way of capturing accounting information from a 
financial transaction thus:- 

(i) Transactions are recorded in the books of original entry. 
(ii) The recorded data are classified according to the relevant heads and sub-heads from (i) above. 



(iii)         The classified data are journalized and posted to the Main Ledger. 
(iv) The Data in the Main Ledger are summarized and a trial balance is produced. 
(v) Necessary adjustments, corrections, updating etc. are made. 
(vi) Financial Statements are prepared. 
(vii) The Accountant-General's Report and Financial Statement are finally prepared. 

The major documents and books of accounts kept to maintain the process are: (!'). Monthly 
Transcript (2). The Main Ledger (3) Treasury Final Account. 

Thus, the whole Accounting Process is a phase of Government Financial Management Cycle 
thus: 
 

 
Fig l.l: Government Financial Management Cycle. 

It should be noted that in the Accounting process/phase, there are many in-built controls such 
as procedural controls, budgetary controls, fund control etc. It is worth-emphasizing that the structure 
and process of accounting and mode of financial reporting at the Federal Government level also apply 
to the State Government and Local Government levels with litter variations as circumstances warrant. 
This is because the State Governments and Local Governments derive their existence from the 
Constitution of the Federal Republic of Nigeria. The Civil Service (Re-organization) Decree No. 43 of 
1988 also added impetus to this.  

Auditing of Government Accounting  
Auditing of Government Accounting is necessitated principally by the need for public 

accountability which means being answerable, responsible and accountable for use of public resources 
by anyone occupying a position of public trust. According to Jenfa (2004. p.28), "an attestation by the 
government statutory auditor as to the veracity of figures in the accounts and supporting documents, 
provides the only assurance with respect to public accountability". 

According to Hassan (2001, P.225), "auditing in government only become prominent through 
the full introduction and operation of the Civil Service Reforms of 1988; despite the existence of the 
Audit Ordinance of 1956, and subsequent use of Financial Regulations as revised in 1976, auditing 
was not accorded any proper recognition, independence and professional importance". 

While our major concern in this study is External Auditing, it is worth-noting that we have 
both Internal Auditing and External Auditing in Government. Internal Auditing according to the 
Institute of Internal Auditors is "an independent appraisal activity within an organization for the 
review of accounting, financial and other operations as a basis for service to management". The 
internal auditor is responsible for: reviewing, evaluating and reporting on the adequacy or otherwise of 
the controls installed and operated, and the extent to which they assure propriety, security, 
completeness and accuracy of operations of the establishment. He also performs other responsibilities 
imposed on him by the Civil Service Reforms. 

The External Auditing of government accounts rests with the Auditor-General. He performs 
the yearly external auditing function of the critical examination of Government financial statements 
and allied activities within each financial year. He is responsible for the certification of the annual 
financial statements of the Government. 

The Auditor-General's duties are post examination in nature except in the case of matters 
relating to workers' gains/pensions and gratuities where he performs pre-examination. He also 



performs regularity and compliance audits. 
Appraisal   of   Government   Accounting,   Financial   Management,   Auditing   and   
Financial Reporting. 

Systems of public sector Accounting and Financial Control, Auditing and Financial Reporting 
which came into existence between 1956 and 1958, and since undergoing various reviews, have not 
been glorious especially in the observance of statutory and regulatory framework. 

Firstly, the information produced from Accounting, Auditing and Financial Reports are 
neither adequate nor rendered on lime to serve desired purposes as required by regulations. The 
accounting system does not provide full and adequate reporting of all financially quantifiable 
resources of government and as such does not fully cover the operational criteria in the Constitution 
and Audit Act of 1956 which both dictate provision of full financial position of government as well as 
result of operations. For example, according to Oshisami (1992, p.206) " the Official Gazette of 28th 

December, 1985 carried Treasury Returns as at 31s1 December, 1982 and that of 17l1' April, 1986 
carried returns for 30th June, 1984. Also related to this, has been failure to sometime produce accounts 
and financial documents for audit. 

Prior to year 1999, huge lapses also existed in the area of Public Debt Management as there 
were failures in public debt accounting. "The Auditor-General in his Report on the accounts for the . 
year ended December, 1980 made alarming revelations concerning the unreliability of the records 
maintained in the Treasury in respect of loans and investments, as loans totally N29 million granted to 
five corporations and parastatals were not recorded" (Oshisami, 1992). On budgeting, failures existed 
here and there e.g. failure to curb excess expenditure, abuse of cost estimation, payment for contracts 
not performed, failure to submit to the Treasury unspent budgeted moneys for each year, and a • 
colossal failure of budgeting as an instrument of organization control. 

There have also been institutional failures such as in the duties of the Public Accounts 
Committee, Audit Alarm Committee, Executive Control of Public Expenditure (monetary and fiscal 
policies, compilation and approval of the nation's budget, observance of due process principles etc), 
Minister of Finance's functions (issuance of financial authorities/warrants, financial 
circulars,-financial regulations and budgetary guidelines), Treasury Control function of the 
Accountant-General, Inspectorate Division functions, and in Internal Auditing functions. 

In a preface by the erstwhile president of the Federal Republic of Nigeria (President Olusegun 
Obasanjo) on Financial Regulations (Revised to Is1 January 2000), he proclaimed that "this realized 
edition of the Financial Regulations is issued on my instruction within weeks of the inception of the 
Administration to underscore my concern for the restoration of rules and regulations and the need to 
adhere strictly to them in the conduct and management of public funds and resources of government". 
Thus prior to 1999, according to Nwadighoha (2005, p. 16), "Government business was operated as if 
laws and rules no longer existed to govern the way and the manner public funds were disbursed. 
Public Funds were disbursed illegally without recourse lo Financial Regulations; facilities of the 
Central Bank of Nigeria (CBN), and the Nigerian Security Printing and Minting Company (NSPM) 
were recklessly abused, the Contingencies Fund was used without regard to the rules governing its 
operation". Thus consequential colossal frauds pervaded the public sector of the economy. 

Importantly, while it is evidenced that a huge breach of statutory and regulatory framework pervaded 
Government Sector Accounting, Financial Management,' Auditing and Financial, Reporting prior to 
the democratic setting of 1999, one expected the system to have changed completely for the better 
now. But there is still a series of serious malfeasance (large scale salary frauds, direct 
embezzlements, contract inflations, payment for un-executed and even non-existing contracts, 
serious money laundering activities etc) on the part of some public office-holders, political as 
well as bureaucratic civil servants, which were and are not detected by the normal operations of 
instituted financial controls, including audits, but by special investigatory panels/commissions such 
as by the Economic and Financial Crimes Commission (EFCC), Independent Corrupt Practices 
and Other Related Offences Commission (ICPC) and other special investigations. All these 
indicate that statutory and regulatory framework of public sector finance is still not properly 
observed in Public Sector Accounting, Financial Management, Auditing and Financial Reporting in 
Nigeria. 



Recommendations 
This paper presents the following recommendations. 

(1). A code of punishment / code of disciplinary measures should be enacted for bureaucratic 
public servants for violation/breach of different categories of Accounting, Financial 
Management, Auditing and Financial Reporting procedures instituted by statutory and 
regulatory framework. Also, the different professional Accounting Bodies such as ANAN, 
1CAN, 1CPAN etc. should be awake to the discipline of their members as no frauds can be 
perpetuated without accountants concurring. More appropriate and challenging codes of 
professional conducts should be developed and enforced to tackle ethical issues of integrity, 
honesty, patriotism and discipline among professionals engaged in the service of government; 

(2). The war against corruption and the activities of the EFCC, ICPC and 'Conduct Bureau* 
should be re-enforced and grossly promoted. Again, the Assembly should be awakened to 
their financial control duties. Where cases of non-compliance to statutory and regulatory 
framework are reported especially in the Auditor-General's Report, they should be properly 
investigated and all violators punished accordingly. 

(3). Just as Government publishes her annual budgets at the beginning of each year, she should 
also publish her final accounts wholly and timely at the end of the year without administrative 
excuses, unfailingly. The practice whereby the public uses only the budget without knowing 
actual receipts and expenditures promotes breach of regulatory framework and minimizes the 
usefulness of public sector financial reports. 

(4). There should be wide computerization of government accounting and finance activities to 
promote due observance of instituted accounting and managerial procedures. 

(5). Distinction should be made between pure government operations and those profit-oriented 
(quasi-private sector) operations of government that must subject themselves to measures of 
performance of the private sectors (cost-benefit measures). In this regard, public parastatals 
such as the refineries, the steel plants etc. should be granted more autonomy for accounting, 
auditing and financial reporting, as well as quasi-private sector parameters set for them. Apart 
from compliance to more challenging regulatory framework, this will also enhance economy, 
efficiency and effectiveness in their operations, and save the nation the buying over of the 
common-wealth of the people by a few 'powerful1 persons. 

(6). Other recommendations include: professionalization of Government Accounting, effective  
training and retraining of Accounting personnel, effective organizational arrangements with sound 

management system guiding against material misrepresentations and non regulatory 
compliance. 

Conclusion 
Well-articulated statutory and regulatory framework exists in Nigeria to guide government 

sector accounting, financial management, auditing and financial reporting. But problems emanate 
from implementation of the system. The recommendations given above will go a long way to 
enhancing the desired compliance as well as improving financial reporting in the public sector. To 
achieve this, requires the co-operation of all. 

References 
Adams, R. A (2006). Public sector accounting and Finance. Lagos: Corporate Publishers Ventures. 

Ayegh, N.A. (2005). Value for money audit: A veritable tool to curtail expenditure. In accountancy 
news. January - March. Jos: Association of National Accountants of Nigeria (AN AN). 



Federal Republic of Nigeria (FRN) (1956). The audit ordinance. In the laws of the Federation and 
Lagos: Federal Government Press. 

Federal Republic of Nigeria (FRN) (1958). The finance (control and management) Act. In The laws of 
the federation ofnigeria. Lagos: Federal Government Press. 

Federal Republic of Nigeria (FRN) (1988). Civil service and local government reform decree 43. 
Lagos: Federal Government Press. 

Federal Republic of Nigeria (FRN) (1988). Guidelines on the civil service reforms. Lagos: Federal' 
Government Press. 

Federal Republic of Nigeria (FRN) (1979, 1989, 1999). The constitution of the federal republic of 
nigeria. Abuja: Federal Ministry of Information. 

Federal Republic of Nigeria (FRN) (2004). The pension reform act.  Lagos: Federal Government 
Press. 

Federal Republic of Nigeria (FRN) (2000). The revised financial regulations (revised to 1st   
January, 2000). Abuja: Federal Ministry of Finance. 

Hassan, M.M. (2001). Government accounting. Lagos: Malt-house Press Ltd. 
Ifuruenze, S.M (2007). An overview of government accounting and auditing in an emerging economy. In 

Mainoma, M.A (eds.) Accounting in petroleum industry and other specialized areas (marine, taxes 
and government). Lagos: Association of National Accountants of Nigeria (ANAN). 

Jenfa, B.I. (2004). Elements of professionalism and practice of accountancy. Jos: Amazing Concept Ltd. 

Nwadigho, C.E. (2005). Public sector accounting and auditing (principles and practice). Enugu: JTC 
Publishers. 

Oshisami, K. (1992). Government accounting and financial control Ibadan: Spectrum Books Ltd. 
 

 
 
 

 
 


