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Abstract 

The thrust of this article is the examination of the management of 

public funds in Nigeria: a case study of the Nigerian National 

Petroleum Corporation (NNPC). The need for an effective 

management of public funds in Nigeria with particular reference to 

NNPC is apt and germane. This is because finance is the backbone 

of any government. The objective of the study is to have a better 

background and informed knowledge about the problems associated 

with public funds management in Nigeria with particular reference 

to NNPC with a view to proffering suggestions on how to address 

such problems. The paper utilized secondary sources of data in 

carrying out the study.  These include reports, relevant texts, 

internet and others.  Its findings indicated that the NNPC which is 

the body charged with managing funds derived from oil and 

remitting same to the Federation Account has not lived up to 

expectations in that regard as there have been several cases of 
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unremitted funds which cannot be accounted for.  It recommended 

that NNPC should establish standard accounting practices and 

transparency in its business transactions. It concludes with a note 

of caution that except the funds derived from sale of oil is well 

managed and remitted to the Federation Account, the much desired 

accelerated and sustainable growth and development of Nigeria 

would be elusive.  

 

Key words: Public Fund, Finance, Management of Public Fund and 

Government Accounting 

 

Introduction 

 Every nation whether developed, underdeveloped or developing 

desires development in all ramifications. As a general rule, government 

the world over exists primarily for the interest and well being of the 

people through the provision, improvement and enrichment of the lives 

and material well-being of their citizenry at minimum cost. This goal 

among others includes the provision and availability of socio-economic-

structural facilities. In furtherance of the need to develop the nation, 

governments at different levels established institutions and agencies 

aimed essentially at a fundamental restructuring of Nigeria.  This was 

born out of the fact that for a country to truly develop, the lives and 

conditions of majority of the people should be improved considerably. 

Therefore, an all round development aimed at enhancing the standard of 

living of the populace is a veritable means of ensuring national 

development with improved Gross Domestic Product (GDP) and Gross 

National Product (GNP). 

Therefore, the need to effectively manage the funds derived from oil 

sales and from other sources such as taxation, licenses, fines, fees, public 

loans, receipts from government business enterprises in Nigeria cannot be 

over stated.  Governments at all levels are not in a position to have all the 

means or resources to provide all the needs of her citizenry.  For instance, 
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government needs funds to execute its policies and programmes including 

funds to carry out its numerous day-to-day activities to meet the yearnings 

and aspirations of the citizenry. Such activities and programmes include 

the establishment and maintenance of ministries, parastatals and provision 

of qualitative and affordable educational facilities, health care, water as well 

as providing economic roadmap to tackle such issues as unemployment, 

public debts, rehabilitation works and other countless responsibilities 

(Ekpu, 2018). As White (1948) rightly pointed out, “nothing can be done 

without the expenditure of money at the very minimum for the payment of 

the salaries and wages of the officials or employees who act”. 

 The lifeblood of any institution is finance.  In every sphere of 

human endeavour, finance is indispensable. Virtually everything 

government does require finance.  No matter the good intention of 

government, without it, such intentions, policies and programmes will 

be meaningless. In Sections 13-24 of the 1999 Constitution of the Federal 

Republic of Nigeria, (as amended), governments at the various levels are 

expected to carry out, as soon as practicable, the functions and 

responsibilities contained therein.  This is apart from their basic 

responsibilities of securing lives and properties (Ekpu, 2018). 

 

Objectives of Study 

The main objective of the study is to have a better background 

and informed knowledge about public funds in Nigeria with particular 

reference to NNPC and its management strategies because public 

budget can only be financed with public funds. 

 

Statement of the Problem 

Nigeria is one of the richest countries in Africa and the sixth 

largest oil and gas producing country in the world.  Paradoxically, 

Nigeria is still one of the poorly developed countries in the world with 

poor infrastructures, low standard of living and poor budget 

implementation.  In the view of Onyekpere (2012): 
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“since the return of civil rule in 1999, Nigeria’s federal 

capital budgets have been poorly implemented by the 

executive and that capital budget implementation has 

hardly risen above 50 percent at the end of the fiscal year, 

when this fact is juxtaposed against that of the recurrent 

part of the budget, while the recurrent expenditure 

consumes about 70 percent of the budget, which 

automatically means that only about 15 percent of the 

overall annual budget is mapped out to capital 

expenditure.” 

 

 The 1999 constitution of the Federal Republic of Nigeria made 

elaborate provisions for the National Assembly (both House of 

Representatives and Senate) to scrutinize and control national funds and 

budgets.  The National Assembly also receives inputs from members of 

the public and ensures compliance with the Constitutional provisions 

and other laws relating to revenue issue.  Sections 8(1-4), 82, 83(1-2) and 

84(1-7) contained elaborate provisions on the powers and control over 

public fund in Nigeria. Moreover, the National Assembly works closely 

with the Federal Executive Council revenue matters. Yet the country is 

faced with financial mess and several development issues such as poor 

social indicators such as poverty, massive unemployment, 

infrastructural deficit, just to state a few, despite good sources of public 

funds and management system put in place.  

Today, it has become a common practice in Nigeria for the federal 

government to depend on external borrowings to implement its budget 

despite the huge earnings from oil. Ordinarily, revenues from crude 

products ought to bring about development to the country, but this is far 

from being a reality.  

 

 

 



Port Harcourt Journal Of History & Diplomatic Studies |www.phjournalofhistorydiplomaticstudies.com 
 

Examination of the Management of Public Funds in Nigeria             125 

Brief background on the NNPC 

The Nigerian National Petroleum Corporation (NNPC) is the Oil 

Corporation through which the federal government of Nigeria regulates 

and participates in the country's petroleum industry. It was established on 

1 April 1977 as a merger of the Nigerian National Oil Corporation and the 

Federal Ministry of Mines and Steel. By law it manages the joint venture 

between the Nigerian federal government and a number of foreign 

multinationals such as Royal Dutch Shell, Agip, Exxon Mobil, Chevron, and 

Texaco (now merged with Chevron). Through collaboration with these 

companies, the Nigerian government conducts petroleum exploration and 

production. The NNPC Towers in Abuja is its headquarters which consist 

of four identical towers. The complex is located on Herbert Macaulay Way, 

Central Business District Abuja. It also has zonal offices in Lagos, Kaduna, 

Port Harcourt and Warri while its international office is located in London, 

United Kingdom.  

The current Group managing director is Dr. Maikanti Baru who was 

appointed as the Nigerian National Petroleum Corporation Group Chief 

Executive Officer on July 4th, 2016. He succeeded Dr. Ibe Kachikwu, the 

current Nigerian Minister of State, Petroleum. NNPC has sole responsibility 

for upstream and downstream developments, and is also charged with 

regulating and supervising the oil industry on behalf of the Nigerian 

Government. In 1988, the corporation was commercialized into 11 strategic 

business units, covering the entire spectrum of oil industry operations, 

namely exploration and production, gas development, refining, 

distribution, petrochemicals, engineering, and commercial investments. 

The subsidiary companies include: Nigerian Petroleum Development 

Company (NPDC). 

 According to the Nigerian constitution, all minerals, gas, and oil the 

country possesses are legally the property of the Nigerian federal 

government. As such, the oil corporations operating in Nigeria appropriate 

portions of their revenue to the government, which accrues nearly 60% of 

the revenue generated by the oil industry in this manner. The revenue 
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gained by the NNPC accounts for 76% of federal government revenue and 

40% of the entire country's GDP. As of 2000, oil and gas exports account for 

98% of Nigerian export earnings (The Economist Newspaper, 2007). 

 

Conceptualclarrification 

 The concepts to be clarified in this study are public fund, finance, 

management of public fund and government accounting. 

Public Fund: This entails fund for the general public. The word public can 

be used interchangeably with ‘government.’ It refers to the public revenues 

of the Federation, moneys held in official capacity, whether temporarily or 

otherwise, and whether subject to any trust or specific allocation or not, by 

any officer in the public service of the Federation or any State on behalf of 

the Government of the Federation, or by any agent of the Government, 

either alone or jointly with any other person. 

Finance: This has to do with finance or money.  

Management of Public Fund: It refers to the measures put in place to 

control funds or money generated by the government which is also known 

as the ‘peoples’ money. 

Government accounting: This entails the recording, communicating, 

summarizing, analyzing and interpreting financial statement in aggregate 

and in details.  

 

Literature Review 

Management of Public Fund 

 According to Premchand (1999), public financial management is the 

link between the community’s aspirations with resources, and the present 

with future. In Nigeria, several stages or ways are stipulated for the 

management of public funds. Some of these stages are explained as follows: 

Formulation of Policy: This is one of the most important stages in public 

financial management. Any issue that is not addressed during this process 

tends to grow in magnitude during implementation. According to 

Premchand (1999), “the transformation of the society’s aspirations into 
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feasible policies with well-recognized financial implications is at the heart 

of financial management. It entails a clearly defined structured and 

articulated system that moves to promote cost-consciousness in the use of 

resources. The government needs to have an estimate of revenue and 

expenditure to achieve its policy objective. 

Formulation of Budget: The allocation of resources before the submission 

to the legislature for review and final approval is done during the process 

of budget formulation. Appahand Coleman (2009), explained that budget 

formulation in Nigeria involves the articulation of the fiscal, monetary, 

political, economic, social and welfare objectivesof the government by the 

President.  Based on these, the department will first of all issue policies and 

guidelines which form the basis of circulars to Ministries/Departments 

requesting for inputs and their needs for the ensuring fiscal periods. 

Secondly, accounting officers of responsibility units are required to obtain 

and collate the needs of their units. Lastly, accounting officers of ministries, 

in this case the Permanent Secretaries are required to collate these proposals 

which would be defended by unit heads before the supervising ministry. 

Structures of the Budget: The budget structure entails how the budget is or 

should be composed. However, in Nigeria, budgets have revenues and 

expenditure sides, yet there is massive underfunding of programs and 

projects provided for in the budget. Premchard (1999) argued that many 

governmentshave yet to put in place cash management systems, which 

would pave way for     coordinated domestic management. 

System of Payments: This involves operational procedures for receiving 

monies for the public and for making payments to them. Some of these 

procedures used in Nigeria include; book adjustments, issue of cheques, 

electronic payment systems, just to state a few.  These procedures are 

checked by payment authorities. 

Government accounting and the efficiency of public sector expenditure: 

This is a very important aspect of the public sector financial management 

process in Nigeria. Premchard (1999) argues that government accounts 

have the dual purpose of meeting internal management requirements while 
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providing the public with a window on government operations. 

Government financial reports should be prepared with the objective in 

mind of providing full disclosure on a timely basis of all material facts 

relating to government financial position and operations (Achua, 2009). 

Financial reports on their own do not mean accountability but they are 

indispensable part of accountability.  

Audit: Audit is the process carried out by suitably qualified Auditors 

during the accounting records and the financial statements of enterprises 

are subjected to examination by them with the main purpose of expressing 

an opinion in accordance with the terms of appointment.  

Control by the Legislature: It is the duty of the legislature (House of 

Representative and Senate) in Nigeria to perform this very important task 

of controlling and regulating the revenue and expenditure estimates in any 

fiscal year. It is the responsibility of the members of the National Assembly 

to ensure that the budget estimates are properlyscrutinized to ensure 

accuracy. 

 

Activities of the NNPC 

In September 2013 the former Governor of the Central Bank of 

Nigeria (CBN), HRH Sanusi Lamido notified the then President of the 

Federal Republic of Nigeria, Dr. Goodluck Ebele Jonathan   that from 

January 2012 to July 2013, NNPC had lifted $65bn worth of crude on behalf 

of the FGN but remitted only $15.2bn into the Federation Accounts, with 

$49.8bn as outstanding to the FGN. As reported by Premium Times 

Newspaper (2014), a meeting was later held where he also pointed out some 

illegal activities by the NNPC.  According to him: 

(1) There was a reconciling item relating to subsidy paid for 

kerosene when appropriations were made by the National 

Assembly. That the Dual Purpose Kerosene (DPK) subsidy 

deductions made by the NNPC is against section 80 of the 

constitution, that is spending federation money without 

appropriation. In addition to the lack of appropriation for DPK 
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subsidy, there was a written Presidential directive to NNPC and 

the Finance Ministry not to pay kerosene subsidy as it did not 

reach the intended recipients. Petroleum Products Pricing 

Regulatory Agency (PPPRA), the agency legally responsible for 

paying subsidies complied with the President’s order. NNPC 

which is not allowed to pay subsidies was paying itself billions 

of dollars without appropriation and in violation of the 

Presidential directive. As such, all payments for subsidy on DPK 

were illegal and unconstitutional and should be refunded to the 

federation account. 

(2) There was a reconciling item linked to Premium Motor Spirit 

(PMS) subsidies. He noted during the period in question that the 

NNPC did not declare any subsidy payments and all submissions 

to the CBN had nil returns even though in previous periods it 

had been declaring these deductions. He therefore raised the 

question of why NNPC was concealing these deductions from 

Fiscal Affairs Advisory Commission (FAAC) if they were 

legitimate. 

(3) The NNPC’s practice of deducting subsidies  (PMS and DPK) at 

source is in breach of the PPPRA Act and thus, illegal. He stated 

that all subsidies could only be administered as a refund for cost 

incurred. His position was that the NNPC had no power to 

administer subsidy to itself in-house without any 

external/independent oversight. NNPC was legally obliged to 

pay crude sales proceeds to the Federation and claim any 

legitimate subsidies from PPPRA. He specifically mentioned if 

the deductions made were covered by the provisions for subsidy 

in the Appropriation Act. He also asked if there were any 

independent /external reviews to verify the volume of fuel 

imported and the subsidy amount deducted and if the subsidy 

amount was covered by the budget and the subsidy claims were 

verified ex post.  He said that the upfront deductions were illegal 
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and should be stopped and that if not appropriated for, the 

amount should be refunded. If verified in line with PPPRA rules 

ex post, the amounts should be refunded to Federation and a 

subsequent claim submitted in accordance with the PPPRA rules. 

(4) There was little transparency on business transactions between 

NNPC and NPDC. Taking into account that these revenue 

generating assets were owned by the Federation, he felt this lack 

of transparency should not exist as no one could see and/or audit 

revenues due to the Federation from NPDC. Specifically he 

argued that the Joint Venture (JV) equity in these assets belonged 

to the Federation and the NNPC was simply managing this as an 

agent. NNPC did not provide any evidence that it had purchased 

these assets and paid fair value to the federation account. 

Therefore transferring them to the NNPC and further 

transferring equity crude to private sector partners represented 

an illegal transfer of revenues from the Federation to NPDC and 

its partners. 

(5) As at the time he was at CBN, he felt the explanation and 

reconciliation provided lacked legal support. 

(6) Assuming all amounts in the reconciliation were correct, his 

position was that government should not tolerate any 

transactions that were illegal and reform needed to ensure 

compliance. Also that NNPC should be compelled to refund all 

illegal deductions to the Federation. 

(7) The emphasized that contrary to general belief, he never said 

money was stolen. His submissions focused on reconciled and 

unexplained differences which were not remitted, and therefore 

missing from the Federation account. He insisted that his 

statements reflected his conclusions, using evidence available at 

the time, that money was being illegally withheld by NNPC and 

not being remitted to the Federation. This practice, he felt, was in 

violation of the law and constitution of the Federal Republic of 
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Nigeria. He remain convinced that the reconciliation provided to 

him by NNPC only served to prove this point. 

Based on the foregoing, he suggested the following recommendations: 

(1) The entire amount NNPC paid itself as DPK subsidy without 

appropriation be refunded to the Federation account and going 

forward, this practice should discontinue unless appropriations are 

made in future budgets and the Presidential directive is reserved. 

(2) The entire revenues from crude oil sales relating to Federation equity 

in JV’s transferred to NPDC be refunded to the Federation account. 

This amount can be adjusted for management fees and any taxes or 

royalties paid by NPDC. Going forward if NPDC wishes to retain 

the assets, NNPC should purchase them from the Federation at a 

value consistent with the actual market value obtained by the 

divesting JV partners in the market. 

(3) Where the amount if subsidy charged for PMS has been confirmed 

correct and appropriated for, no refund is required. However, if any 

issues were noted, a refund is required for the any excess and vice 

versa for any shortfall. Also where NNPC deducted subsidy not 

appropriated it should be refunded. 

(4) The NNPC be directed to desist from practice of direct deduction of 

subsidy from source. The requirements of the PPPRA act should be 

complied with. Where it is established that there have been excess 

charges this should be refunded to federation account. 

(5) He concluded by stressing that his primary concerns remain the 

need for transparency and accountability by NNPC, quantifying any 

unremitted balances withheld NNPC and facilitating the process for 

NNPC to refund same. 

Realizing that revenue projection for the year 2017 faces some real 

challenges, the Federal Government set up a cabinet committee last in 

December 2016 to “increase the revenue accruals to the government in 

order to implement the budget”. This committee was charged with not only 

identifying new revenue sources, but also with harnessing existing sources 
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by improving collection and blocking leakages. Findings from a series of 

audits of the oil and gas sector carried out by the Nigeria Extractive 

Industries Transparency Initiative (NEITI) show that NNPC and its 

upstream arm, NPDC, have failed to remit $21.778 billion and N316.074 

billion to the Federation Account. These are amounts due from three main 

sources: federation assets divested to NPDC and NPDC’s legacy liabilities; 

payments for domestic crude allocation to NNPC; and dividends from 

investment in Nigerian Liquefied Natural Gas Company (NLNG) paid to 

but withheld by NNPC. Recovery of these funds will significantly enhance 

government’s fiscal position in the short term. Addressing the underlying 

causes of withheld revenues will boost government’s collection in the 

medium to long term, thereby enhancing government’s capacity to 

implement its infrastructure development programme, to successfully 

carry out its social intervention policies, and to put the economy on a sound 

and sustainable footing. It will also expand revenue options for the country 

at this critical period. In addition, the system and structure that allow funds 

to be withheld at discretion and with impunity point to an important area 

of reform in the oil and gas sector (Policy Brief Issue, 2017). 

From the computation above, total unremitted revenues to government’s 

treasury amount to $21.778 billion and N316.074 billion. At current 

exchange rate, this comes to about N7.2 trillion. Achieving a recovery rate 

of just 20% would significantly offset the projected deficit for the 2017 

budget. A third of the computed unremitted revenues would completely 

eliminate the need to borrow to finance the budget. This has both short and 

long-term positive implications for the economy. Short-term 

macroeconomic benefit has been discussed in relation to the 

implementation of the 2017 budget. In the long run it would improve 

Nigeria’s stock of productive infrastructure as envisaged by the current 

administration, with attendant multiplier effects on the economy. 
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Other related corruption cases at the NNPC 

KPMG Report 

In December 2011, the Nigerian government permitted a forensic 

report conducted by KPMG to be published. The audit, commissioned by 

the Ministry of Finance following concerns over the NNPC's transparency, 

detailed the NNPC's sharp business practices, violation of regulations, 

illegal deductions of funds belonging to the state, and failure to account for 

several billions of naira that should go to the federation account (Mojeed, 

2011). Auditors found that between 2007 and 2009 alone, the NNPC over 

deducted funds in subsidy claims to the tune of N28.5 billion. It has not 

been able to account for the sum ever since (Energy and Natural Resources, 

2010). 

 

Willbros Group Inc 

In May 2008, Willbros Group Inc, a US company, admitted to making 

corrupt payments totaling over $6.3 million to officials at the NNPC and its 

subsidiary NAPIMS, in return for assistance in obtaining and retaining 

contracts for work on the Eastern Gas Gathering System (EGGS) 

(Department of Justice,2008). 

 

ABB Vetco Gray 

In July 2004, ABB Vetco Gray, a US company, and its UK subsidiary 

ABB Vetco Gray UK Ltd, admitted to paying over $1 million in bribes to 

officials at NNPC subsidiary NAPIMS in exchange for obtaining 

confidential bid information and favourable recommendations from 

Nigerian government agencies (Department of Justice 2004). 

 

Trafigura and Vitol 

In November 2013 after a report was published by Swiss Non-

governmental advocacy organisation –Erklärung von Bern – allegations of 

heavy fraud surfaced, placing the NNPC under suspicion of siphoning $6.8 
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billion in crude oil revenues (PwC Final Report on NNPC forensic audit, 

2015). 

 

Unremitted funds (2016) 

An official audit reported in March 2016 that the NNPC had failed 

to pay US$1.6 billion. (BBC news,2016). 

Just like the report by the former CBN governor in 2013, the report 

in 2017 is not different. The reason for all these corruption cases and the 

failure of the NNPC and its upstream subsidiary to  

 

 

remit revenue to the Federation Account are caused by: 

(1) Lack of accountability mechanisms guiding the operation of 

organizations managing the country’s valuable assets 

(2) Lack of transparency 

(3) Clear violation of constitutional provisions requiring remittance of 

government revenue to the Federation Account. 

 

Recommendations/Improvement Options 

It can rightly be said that there is a nexus between public fund and 

effective service delivery, as the availability of fund will enhance good 

service delivery and bring about sustainable development in the country. 

Based on this fact, there is need for government to: 

(1) Establish standard accounting practices and transparency in its 

business transactions. 

(2) Ensure strict adherence to the rules and regulations guiding any 

government business. 

(3) The constitution is the supreme law of the country, any action that 

goes against it should be punished accordingly. 

(4) Adopt and ensure the use of forensic accounting as a veritable tool 

for the management of public sector enterprises. 



Port Harcourt Journal Of History & Diplomatic Studies |www.phjournalofhistorydiplomaticstudies.com 
 

Examination of the Management of Public Funds in Nigeria             135 

(5) Consider the establishment of a commission charged specifically to 

monitor every government Ministry, Departments and Agencies in 

order ensures that Accountability is effectively carried out. 

(6) The Nigerian Press should be allowed to have access to all 

information relating to Public funds and should be free to make 

public information relating to public accounts. 

(7) Finally, there is need to improve on the integrity of government 

financial reports especially those of government corporations like 

NNPC in order to win public trust and support. 

 

Concluding Remarks 

It is already a fact that Nigeria is a country so blessed with good 

sources of revenue that can bring about massive development to the 

country and the core of the country’s wealth which lies on crude oil and its 

product cannot even be relied upon to end the country’s misery. The NNPC 

which is the body charged with managing this area and remitting revenues 

derived from it to the Federation Account has not lived up to expectations, 

as there have been several cases of unremitted funds which cannot be 

accounted for, thereby making it difficult to rely on this aspect of public 

fund.  
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