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Executive Summary 
The Audit Act of 1956 was not reproduced in the Laws of the Federation of Nigeria 1990 and by S.5 (1) of the Revised Edition (Laws of the Federation of Nigeria) Decree 1990, the Act ceased to be part of Nigerian law. However, no new audit law has been enacted at the federal level since then. Beyond scanty constitutional provisions creating the office, defining appointment procedure, tenure, independence, submission of reports, etc., there is no extant federal audit law. The Constitution did not go into the definition of processes and procedures, powers, coverage, ambit and other details of the audit function. From a functional perspective, some extant audit challenges and issues can only be resolved by a constitutional amendment while others will be reformed through a new legislation. 
The federal audit practice is exposed to a lot of challenges including institutional inertia, outdated laws, lack of independence, poor funding, inadequate human resources, untimely audit reports and poor enforcement mechanisms. The current audit practice has become a frustrating exercise in report writing. The Auditor General produces a report which is sent to the Public Accounts Committee (PAC) of the National Assembly (NASS) who conduct hearings and investigations and produce another report. The first and second reports gather dust on the shelves and the recommendations are hardly implemented leading to the year after year repetition of financial breaches contrary to extant public finance management laws. Essentially, the follow-up on audit recommendations is very weak and not effective; accounting officers of Ministries, Departments and Agencies (MDAs) ignore audit queries, etc. All these lead to loss of resources and leakages as a result of the weak audit system. 
The Financial Regulations (FR) made under the authority of the Finance (Control and Management) Act made a number of provisions that govern audit practice including definition of responsibilities of the Auditor General for the Federation (AuGF), functions and scope of work of the AuGF, access to public documents by the AuGF, response to queries and administrative sanctions for various audit infractions, etc. However, some of the infractions found in audits have been criminalized by various Criminal and Penal Codes, the Public Procurement Act and other relevant laws. 
For statutory commissions and parastatals, the AuGF is not allowed to audit them but can only provide a list of auditors qualified to be appointed by them as external auditors and from which the bodies shall appoint their external auditors, guidelines on the level of fees to be paid to external auditors and comment on their annual accounts and auditor’s reports thereon.
Although the Constitution states that the AuGF shall be independent in the performance of his duties, the building blocks of the independence has not been secured. The Office of the AuGF (OAuGF) remains a part of the Federal Civil Service, relies on the Civil Service for human resource management, staffing and operational needs, dependent on budget setting and funds release processes by the executive (who are auditees) and this is not conducive for effective and independent audit operations. 
The AuGF is expected by S.85 (5) of the Constitution to submit the audit report to the National Assembly (NASS) not later than ninety days after receiving the Accountant-General’s financial statements. Curiously, except by inference from this constitutional provision and S.49 (1) of the Fiscal Responsibility Act (FRA), the Accountant-General has no mandatory time frame within which to make available the said financial statements to the Auditor-General. Furthermore, there is no timeframe for the PAC to conclude consideration of the AuGF’s report and approval of the PAC report by the House and Senate as well as harmonization of same for one NASS report in a year. Also, there is no independent auditor to audit the OAuGF and report back to NASS.
Examining the audit function under the principle of effectiveness, the powers and functions of the AuGF seem inadequate. The OAuGF has no explicit powers of search and seizure, to obtain real evidence, to trace and follow misappropriated funds, summon and take depositions under oath, a binding power to surcharge, etc. Public engagement by the OAuGF is almost non-existent. Even though sanctions and penalties are contained in subsidiary legislation and some principal laws, they are hardly implemented.

The major challenges identified in audit practice include late submission of consolidated financial statements by Accountant General to AuGF leading to audit reports being submitted late to NASS, poor response to audit queries, low implementation of audit recommendations, low compliance by parastatals with financial reporting requirements, inadequate funding of the AuGF and poor remuneration of audit staff. For PAC in action, the major challenges include late consideration of AuGF’s reports, no evidence until recently of completion of the audit cycle involve the AuGF’s report, report of the PAC upon considering AUGF’s report, approval of PAC report by NASS and forwarding same to the executive for implementation. There is no evidence of harmonization of approved PAC reports from the two chambers of NASS. 

The recurring MDA audit findings are many. They include:

· Failure in remittances of revenue/internally generated revenues by MDAs; failure in revenue generation, non-deduction of taxes and remittances of revenue by MDAs; non-deduction of statutory stamp duty, VAT, WHT; failure to recover outstanding revenue/debts; unrecovered tax liabilities by the Federal Inland Revenue Service.

· Payment for services not rendered and contracts not executed; supply items not taken on store charge; Store items not taken on store charge.

· Unretired loans and advances.

· Circumvention of procurement procedures; irregularities in contract award, execution and payment; contract splitting/inflation of contract; cash advances above stipulated approval limit/use of cash advances to circumvent procurement processes.

· Unspent balances on capital votes not returned to chest.

· Payment without pre-payment audit.

· Violation of e-payment policy

· Extra-budgetary spending/virement without approval.

· Irregular payments/ payments of unapproved salaries or unauthorised allowances to staff.

· Engagement and payment of external solicitors without the consent of Attorney-General of the Federation.

· Payment for overseas travels and conferences without approval; Irregular payments for unauthorised overseas medical expenses.

· Use of public funds for private functions.

· Payment vouchers, contract files and records not presented for examination/audit; payments made without payment vouchers; denial of access to documents

· Illegal custody/ irregular possession of government vehicles.

· Payments to third parties without power of attorney.
There is hardly an audit infraction without a legal response from the FR and other subsidiary instruments. However, a few of the infractions have a direct principal law response like provisions in the Economic and Financial Crimes Commission (EFCC) and Independent Corrupt Practices and Other Related Offences (ICPC) Establishment Acts. But most of the responses in the FR are administrative in nature involving the public/civil service bureaucracy and its administrative sanctions. Due to the reoccurrence of these infractions, they provide opportunities or the enforcement of the law or where no public sanctions or remedies exist, for the enactment of new laws to fill the gap.

The mismanaged resources as indicated by the AUGF’s reports for the period 2014 to 2021 are in excess of twenty trillion naira. This figure arises from the management of the Federation Act, the work of the revenue generating agencies and day to day operations of MDAs. There is a huge discrepancy between what the AuGF queried and the amounts that were eventually sustained by the PAC in the years 2015, 2017 and 2018 where the study had access to PAC reports.

The opportunity cost of the weak audit regime is about the foregone benefits that would have accrued if the system was working optimally. It includes financial losses and losses beyond money. This includes the developmental cost, the benefits that would have accrued from the rule of law and its due process. The costs include the debt challenge, poor social indicators, infrastructure deficit, negative implications for trade and macroeconomic stability, unemployment, reduction of poverty, rule of law challenge and reduced public trust in government.
The power dynamics of the audit function and a stakeholder mapping of powers and duties in audit reform shows so many actors with positive duties and intervention opportunities as well as their respective anti-audit reform capabilities. The stakeholders include the President of the Federal Republic, leadership of NASS, PAC, AuGF, anti-corruption agencies, Accountant General of the Federation, Accounting Officers of MDAs, staff of MDAs, Ministry of Budget and Planning and Budget Office of the Federation, contractors and service providers, political parties, civil society and email, professional associations and religious and traditional institutions.  The bundle of attitudes, action and inactions, institutional inertia and refusal to positively influence official action for audit reform encapsulated in the description of lack of political  has been responsible for the failure of audit reforms.
Agencies resist audits to conceal corrupt practices. Audit is seen not as a constitutional duty but as an intrusion, so the default reaction is resistance. Beneficiaries of the weak system include politicians, contractors, rent-seeking elites who thrive in opaque systems. The system rewards those who know how to hide information, not those who disclose it.  This entrenched network of beneficiaries ensures that reforms stall at critical moments. The losers are citizens, taxpayers, civil society, and ultimately Nigeria’s development agenda. Fraud, misappropriation, graft, substandard service delivery and weak legitimacy of the political system are the products of an unreformed audit system, while the beneficiaries are political class (both in the executive and legislature) and the private sector participants that receive kickbacks or no punishments for the violation of audit rules or suffer no consequences for their abuse of the system.
Recommendations
The recommendations flowing from the study include the following.
· Timeliness and Accessibility: Audit reports should be completed, validated, and published within eighteen months of the fiscal year-end, ensuring that findings remain relevant and actionable. This should include submission of AuGF’s report to NASS, PAC consideration and reporting and approval of PAC report by NASS and forwarding approved report to relevant agencies. A national e-audit platform should be developed to facilitate real-time data collection, public access to audit summaries, and digital submission of management responses.

· Capacity and Technology: Continuous professional education, certification programmes, and adoption of digital audit tools, including data analytics and automated risk assessment systems, can minimize manual bottlenecks, enhance accuracy, and reduce human discretion. Building a digitally skilled workforce will strengthen institutional resilience and improve the timeliness of reporting.

· Consequence Management Framework: Establishing a clear sanctions matrix linking audit violations to proportionate financial, administrative, and disciplinary consequences will institutionalize deterrence. Enforcement should be standardized across MDAs to ensure consistency and equity in applying penalties for non-compliance or negligence.

· Civil Society and Media Engagement: Independent oversight by the Auditor-General must be complemented by active public participation. Strengthening partnerships with civil society organizations, investigative journalists, and policy think-tanks will promote sustained public pressure for transparency, increase awareness of audit outcomes, and reinforce accountability in governance.
The modern audit reform requires aligning process efficiency with accountability outcomes. This includes establishing inter-agency data-sharing protocols, automating query tracking, and integrating real-time dashboards for monitoring compliance. Embedding audit functions into the broader public finance management reform agenda, linking audits with procurement, budgeting, and expenditure tracking, will enhance systemic coherence. Governance lessons from comparative jurisdictions show that where digital systems interface seamlessly with civic monitoring, audit outcomes are not only faster but also more trusted and enforceable.
The following strategic recommendations flow from the body of the study.
(i) Enact the Federal Audit Service Bill to grant statutory independence and enforcement powers, establishing the OAuGF as an autonomous constitutional authority comparable to the judiciary and anti-corruption agencies.
(ii) Amend Sections 85 - 87 of the Constitution to compel executive and legislative responses within fixed timelines, ensuring that audit findings trigger mandatory corrective action.
(iii) Establish an Audit Enforcement and Sanctions Sub Committee (AESC) under the PAC to coordinate follow-up actions, escalate unresolved queries, and recommend penalties for persistent offenders.
(iv) Guarantee Direct Appropriation to the OAuGF through the National Assembly to eliminate executive funding control and insulate audit operations from political interference.
(v) Link Audit Compliance to Budget Releases by mandating the Budget Office to withhold funds from non-compliant MDAs, thereby embedding audit discipline into fiscal policy.
(vi) Deploy a Digital Audit Dashboard integrating OAuGF, PAC, and MDA reporting for real-time tracking, data analytics, and public disclosure.
(vii) Institutionalize Multi-Stakeholder Oversight Forums involving CSOs, media, and development partners to strengthen external accountability and sustained public engagement.
(viii) Adopt a Consequence Management Framework applicable across the accountability chain, specifying penalties, restitution, and administrative sanctions.
(ix) Develop Performance Metrics for audit timeliness, follow-up, and recovery rates, published annually to measure progress and incentivize performance.
(x) Institutionalize Continuous Dialogue and Peer Learning through semi-annual review meetings, audit learning networks, and knowledge exchange with state and regional counterparts.
These strategic actions together represent a coherent reform pathway, linking legal empowerment, operational independence, digital modernization, and citizen engagement, to transform audit from a procedural exercise into a credible accountability instrument driving fiscal integrity and governance reform.
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