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Introduction

The Federation Account is created by S.162 of the Constitution as an account for
warehousing revenue receipts for the Federation and the accruals therein are shared monthly
to the Federal. States and Local Governments in line with approved sharing formula. It is a
mechanism to ensure that revenue that belong to the federating units are kept in a single for the
purpose of transparency, accountability and trust among stakeholders. While the Federation
account is domiciled at the Central Bank of Nigeria under the purview of the Office of the
Accountant General of the Federation, the monthly distribution of accruals into the account is
under the purview of the Federation Account Allocation Committee. The Revenue’
Mobilisation Allocation and Fiscal Commission and Office of the Autor General for the
Federation provide oversight over the Federation Account operations.

The focus of this paper therefore is to provide insight into the Federation Account and
the structure for its management to provide assurance to Federation Account stakeholders. We
shall therefore discuss the concept of fiscal federalism and rationale, Federation Account,
criteria for distribution, structure for administering the Federation Account, challenges and

conclusion,

Concept of Fiscal Federalism
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Fscal federalism, also called fiscal decentrailation is a feature of a Federal State.
According to Black et al, 2008 fiscal federalism is concerned with the structure of public

finance and how taxation and spending are located between tiers of government as well as

covering the nature of transfers between these tiers. Oates, 1999 posits that it is concerned with

identifying which functions and instruments are best centralised and which al;e Bést placed in
the sphere of sub national governments. It is also seen as the division of public sector functions
and finances among different tiers of government (Ozo-Eson, 2005). Fiscal federalism
demands that each level of government should have adequate resources to perform its functions
without appealing to the other level of government for financial assistance (Wheare, 1963).
From the above. it means fiscal federalism is the arrangements over assignment of
expenditure responsibilities and revenue/taxing powers among the levels of government in a
Federal State. The Consitution often defines such responsibilies and powers such that each
level of government is autonomous in its assigned area of jurisdiction within its territory as

seen in the political frameworks in United States of America and Brazil.

In recognistion of the fundamental features of fiscal federalism, that Nigeria at different
times set up various Commissions to review fiscal jurisdiction and revenue sharing formula to
ensure fairness, equity and alignment with each tier of government responsibilities. The
Commissions include:

i.  Philipson Commission (1946)
ii.  Hicks-Philipson Commission (1951)
iii.  Chick’s Commission (1953)
iv.  Raisman Commission (1958)
v.  Binns Commission (1964)
vi.  Dina Interim Committee (1969)
vii.  Aboyade Commission (1977)
viii.  Okigbo Commission (1980)

The necessity 1o establish a permanent mechanisnm for dealing with Federation revenue
and inter-governmental fiscal relations led to the establishment of the National Revenue
Mobilisation Allocation and Fiscal Commission vide Decree No. 49 of 1989 (now Act) which
was later codified under S.153(1) of the Constitution of the Federal Republic of Nigeria, 1999

(as amended) and renamed Revenue Mobilistion Allocation and Fiscal commission.




Rationale for Fiscal Decentralisation

The rationale for fiscal decentralization can be deduced from the experiences of federal

states like the United States, the forerunner of the Federal State. The 1789 constitution of the

_United States of America adopted federalism as an answer to the problem of division of labour

between the central government and other authorities to maximize decentralization and avoid

break-up of polity so as to achieve unity within diversity. In the literature,

Turner, M (1999), Oates. WE (1998). Blondel, J (1990) and others advanced several

arguments in support of fiscal federalism to include:

Ensure that macro-economic management of the central government is not
undermined:

Ensure that there is correspondence between expenditure assignment of each level
of government and revenue available to it;

Decongest the responsibilities of central government and make it focus on matters
that are national in character:

Encourage autonomy of subnational governments to be self reliant by providing
incentive to them to generate their revenues.

Improve general administrative efficiency and minimizes costs;

Allow for proper allocation of fiscal functions among levels of government and
enhances efficiency

Allow effective assignment of revenue responsibilities and specific tax instruments
for each tier

Provide the opportunity for intergovernmental transfers between levels of
government to meet funding gaps

Strengthen democracy as it encourages participation in local politics to pursue
policies dear to the hearts of local populace.

Ensure accountability to electorate by SNG.

Improves public delivery of goods and services as local concerns can easily be

addressed by SNG

The features are also relevant to Nigeria.

Assignment of Functions of Government

Richard Musgrave (1959) identified the three key functions of government as

stabilization, distribution and allocation. Stablisation is about government ensuring that the

cconomy is kept running smoothly through use of fiscal and monetary policies to check
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fluctuation in output, unemployment and inflation. The distribution function involves
government ensuring that there is fair share of income and wealth across the population while

the allocation function is about government resource usage in provision of public goods (goods

that are non-rival, non-excludable and not normally provided by the pz'i\}ate sector).

According to Qates (1998), while the central government addresses matters of ;ational
concern, lower level governments have responsibilities for their own jurisdiction. While the
Federal Government focuses on those responsibilities that have broad impact on the country
such as macro-economic management, defence, foreign relations, currency, etc; subnational
governments (SNGs) focus attention on local concerns of residents within their territory such
as water supply, environment and sanitation, street lighting, fire service, etc.

In alignment with Musgrave’s (1959) assignment of functions, the Federal Government
is responsible for stabilization and income redistribution. However, the allocation function,
which deals with service provision and the spending responsibilities of each level of
governments, is contained in the 1999 Constitution under the Second Schedule (Part I)
Exclusive Legislative List and Part I1 is the Concurrent Legislative List.

(a) Federal Government (Exclusive): The purview of the Federal Government include Arms,
ammunition and explosives; Census, Currency, coinage and legal tender; Copyright; Defence;
Election; Foreign Affairs; Immigration and emigration; insurance; International trade including
export marking; Banking: borrowing; exchange control; Use of water resources; Shipping;
Federal trunk roads, Aviation, and railways: postal service; Military. Police and other security
service; Regulation of labour; Telecommunications: Mines and minerals; nuclear energy; etc.
(b) Federal and State Governments (Concurrent): Industrial, commercial or agricultural
development, Health, social welfare, Education, Culture, Antiquities, Monuments, archives,
Statistics, Electricity (generation, transmission, distribution), Research surveys, etc.
© Local Governments. The functions of this level of government is contained in the
Fourth Schedule of the Constitution to include:
e [.ocal economic planning and development;
e Collection of rates, radio and television licenses;
e Licensing of bicycles, trucks, canoes, wheel barrows and carts;
e FEstablishment, maintenance and regulation of slaughter houses, slabs, markets, motor
parks and public conveniences:
e Construction and maintenance of rural roads, streets, street lightings, drains, parks and
gardens:

e Assessment of privately-owned houses or tenements for the purpose of levying rates;
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¢ Control and regulation of out-door advertising, pets, small businesses

The assignment of responsibilities amongst the three tiers under the 1999 Constitution of

Nigeria (amended) shows a high concentration of responsibilities at the centre and

consequently assignment of more revenues. The reality today is the sub national governments
are commiting huge resources to areas (like security) hitherto reserved exculively for the

Federal Governmen.

Federation Account

The account is a holding account for revenues that belong to the three tiers of
government (Federal, States and Local). S.162 (1) of the 1999 Constitution provide that:

The Federation shall maintain a special account to be called
“Federation Account™ into which shall be paid all revenues collected
by the Government of the Federation, except the proceeds from
personal income tax of the personnel of armed forces of the Federation,
the Nigeria Police Force. the Ministry or department of government
charged with responsibility for Foreign Affairs and residents of the
Federal Capital Territory Abuja.

In terms of what constitute revenue, S.162 (10) of the 1999 Constitution defined
revenue or public revenue as “any income or return accruing to or derived by Government of
the Federation from any source and includes:

(a)  Any receipt, however described. arising from the operation of any law

(b) Any return, however is discussed arising from or in respect of any held by the

government of the Federation

(c) Any return by way of interest on loans and dividends in respect of shares or

interest held by the Government of the Federation in any company or statutory
body™.

The major sources of revenue inflow into the Federation Account are oil (crude oil and
gas sales. etc) and non-o1l (corporate taxes, customs and excise duties, etc.) The Table below
shows the various revenue types and the Revenue Agencies saddled with its collection and

payment into designated accounts.

S/NO | Revenue collecting Agencies Revenue Type




Crude oil export, domestic crude, upstream

Development

i Nigeria  National  Petroleum
Corporation (NNPC Ltd.) gas sales, domestic gas sales, etc.
2. Nigerian Upstream  Petroleum | Royalties on oil and gas, Rent, Gas flared
j Begyiatny Comumissiog INUPRC)  Ponaltep,  Miseellopesys Od Bevenne
(Pipeline fees).
3. Federal Inland Revenue Service | Petroleum Profit Tax, Company Income Tax,
(FIRS) Capital Gains Tax, NLNG dividend, etc.
4. | Nigeria Custom Service (NCS) | Import duty, export duty, excise duty, fees,
' | surcharge on luxury items, etc.
5 Ministry of Mines and Steel | Royalties on mining, fees, , mining rents, etc.

Federation Revenue Sharing Criteria

In line with S. 162 (4) of the Constitution. all moneys that accrues into the Federation

account are distributed and paid monthly to the three tiers of governments based on approved

sharing formula while that of of Local Governments are payable into the Joint Local

Government Account and distributed among the local government councils in the state in line

with terms prescribed by the House of Assembly.

In this connection, the Constitution under S.162(2), provides that the Revenue

Mobilisation Allocation and Fiscal Commission (RMAFC):

of component unit and the need to maintain a cohesive and integrated country. According to E.

shall table before the National Assembly proposals for revenue

allocation from the Federation Account, and in determining the

formula. the National Assembly shall take into account, the allocation

principles especially those of population, equality of States, internal

revenue generation, land mass, terrain as well as population density

with a proviso that the principle of derivation shall be constantly

reflected in any approved formula as being not less than thirteen per

cent of the revenue accruing to the Federation Account directly from

any natural resources.

Revenue allocation arrangements is meant to moderate differing resource endowment

Osagie (2014:179), even way back to 1940s, “the British administrators sought to ensure that




no administrative region is so disadvantaged that it could not meet its constitutional
responsibilities”. Generally, sharing arrangement are based on both vertical (responsibility

level) and horizontal principles.

(a) Vertical Formula for Sharing of Federation Account Accruals.
This criteria seeks to ensure that funds are allocated in such a manner that each tier of
government is able to carryout its assigned responsibilities. The approved formula witnessed

some changes between 1999 and 2003 as shown in the Table below.

! Prior to May 1999 | After May 1999 2002 2003 to-date
\ Federal Government - 48.50% | 48.5 54.68% 52.68
“State Government | 24.00% | 24.00% 24.72% 26.72
| Local Government 20.00% 20.00% 20.60% 20.60
STATUTORY:
Stabilization 0.50% 0.50%
Ecology 2.00% 2.00%
Federal Capital
Territory | 1.00% 1.00%

;J arce: OAGF

It is important to note that this vertical formula is applied after the deduction of 13% derivation

for oil producing States.

The Federal Government share is further redistributed as follows:

%o
Federal Government . 48.50
FGN Share of Derivation and Ecology - 1.00
Federal Capital Territory - 1.00
‘tabilization - 0.50

elopment of Natural Resources - 1.68
Dex
52.68
. ~tal Formula for Sharing of Revenue Among SNGs
Horizon

(b)

g



The formula focuses on governments at the same level of constitutional responsibility
like states and local governments, The thirty-six States are collectively entitled to 26.72% of

the Federation Account receipts. The weight attached to sharing factors are as follows:

0/

(i) Equaliy 4000 e
(i1) Population 30.00
(1)  Land Mass and Terrain 10.00
(iv)  Social Dev. Factor 10.00
(v) Internal Rev. Effort 10.00
Total 100.00%

Social Development factor of 10% is redistributed as follows:

%
(1) - Primary School enrollments -
(i1) Number of Hospital Beds 3
ity Rainfall Disuribution 3

Similarly, the amount standing to the credit of LGCs according to S.162(5), shall also
be disuributed based on the same criteria. The Constitution S.162(6) further provided for the
establishment of “State Joint Local Government Account”™ for receipts of allocations from the
Federation Account and from the government of the State. The Committee is to ensure that
allocation from Federation Account (20.60%) and State (10% of internally generated revenue)
are promptly paid into the Joint Account and distributed to the Local Governments. The
Accountant General of each State is required to report within 90 days following end of fiscal

year to the House of Assembly on the payment made to each Local Government.

© 13% Derivation to Mineral Producing States

The States where mineral revenues are generated are entitled to 13% of such revenue
in line with S.162(2) of the 1999 Constitution (as amended). It is the responsibility of RMAFC
to provide the indices for distribution to these States based on quantity of oil production or
minerals from fields located in these States. The States that currently benefits from this are Abia,

Akwa Ibom, Anambra, Bayelsa, Delta. Edo. Imo. Kogi, Lagos, Ondo and Rivers States.

(d) Cost of Collection




Revenue Allocation are;

It is worthy to note that it from the accruals into the Federation Account that Agencies
responsible for collection of the revenue are paid as cost of collection in line with S.165 of the

1999 Constitution (as amended) and S.15 (a) of FIRS (Establishment Act) 2007 in respect all

non-oil and gas revenue collected. The existing cost of collection in respect of Statutory
FIRS 4%, NCS 7% and NUPRC 4% while NNPC is allowed to recover its cost operations
directly (NNPC Ltd is now expected to pay dividend like NLNG).

(¢) Excess Crude Account (ECA)

The ECA is technically a sub-account of the Federation Account created through an
Executive Order signed by President Obasanjo in 2004 to warehouse excess oil revenue over
the pre-determined budget benchmark price. It was designed to to implement Oil Priced-based
Fiscal Rule (OPFR) according to Okonjo-Iweala. This was initiative was subsequently codified
in 8.35 of the Act the Fiscal Responsibility Act of 2007. There have been concern as to whether
the provision in this Act is not in conflict with S.162 (1) which provide for the distribution of
all accruals into the Federation Account. While ECA has been helpful during fiscal crisis as
witnessed 2008/2009, its constitutionality has to be settled by amending S. 162 (1).

Distribution from the account is allowed under the condition that the reference
commodity price falls below the predetermined level for a period of three months per S. 35(5)
and the amount is limited to what is required to bring the revenue of government to the level
contained in the budget S.35(6).

It is important to stress that the revenue allocation formula is applied to such

distribution from ECA.

Structural Arrangement for Governance of Federation Account
There are legal and administrative mechanisms put in place to achieve effective and

transparent management of the Federation Account so as to build trust between Federal, States,
Local Governments and other stakeholders.

(i) Revenue Mobilisation Allocation and Fiscal Commission (RMAFC).

The Commission is responsible for overseeing the equitable distribution of the nation's
revenues across federal, state, and local governments. It plays a central role in managing the
country’s fiscal system by ensuring that the revenues generated are fairly allocated to foster

national development. It was established by Allocation of Revenue (Federation Accounts, etc)
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Act 1982 now codified under S.153 of the 1999 Constitution (as amended). Part 1 of the Third

Schedule (N)(31) empowers the Commission to among others:

* monitor the accruals and disbursement of revenue from the Federation Account;

¢ ICV

iew from time-to-time revenue allocation formula and principles in operation to

ensure conformity with changing realities;

* demand and obtain information, data or returns from any relevant government

institutions
The RMAFC Act Cap R7 LLFN 2004 empowers the Commission to be a member of the
following:
a. Federation Account Allocation Committee
b. Local Government Joint Accounts Allocation Committee of States and FCT
¢. Joint Tax Board
d. Niger Delta Development Commission
¢. lLcological Fund Committee and
. National Council on statistics
Though members of the Commission are drawn from across the States and FCT as

apponitees of Mr. President, the expectation is for members to ensure that each state’s interest

are protected by ensuring accountability for all Federation revenue. proper application of the

approved sharing formula while striving for cohesion and unity of the Nigeria State. In order

to effectiv

ely discharge its responsibilities on Federation Account, the Commission have a

number of Committees such as:

a)

b)

c)

d)

Crude Oil Monitoring Committee which focuses on crude oil production levels and
associated accrued revenue

Gas Monitoring Committee which focuses on gas production and associated
accrued revenue

Non-0i! Monitoring Committee which monitors and update information on all
revenue collectors of the Federation Account such as FIRS, NCS, NNPC, elc.
Indices and Disbursement Committee which is responsible for providing indices
that are credible, fair, just and equitable for distribution of revenues to the Federal
States and Local Government Councils and also for horizontal and 13% derivation
fund distributions. It also monitor actual disbursements to beneficiaries

Federation Account Committee is in charge of monitoring accruals to and

disbursement from the Federation Account, Its responsibilities include;




¢ Examining details of transactions from its origin to receipt in the Federation
Account

e Ensuring that all transactions on behalf of the Federation are properly done and
within the law

e linsuring transactions are approved by appropriate authority

e Regular monitoring and examination of Federation Account

(ii) Federation Account Allocation Committee (FAAC)

This was established by the Allocation of Revenue Act, 1982. It is responsible for the
management of the Federation Account by ensuring that accruals into the account are fully
accounted, allocations are done in line with the sharing formula and the amounts approved for
distribution are promptly paid into the Account of Federal, States and other beneficiaries. The
Committee which is chaired by the Minister of Finance meet monthly to examine. review,
deliberate and approve the accounts presented by the Accountant General of the Federation for
the distribution of the month’s revenue inflows into the Federation Account to the three tiers
of government.

The composition of the FAAC are as follows:

Minister of Finance — Chairman

Commissioners of Finance of the 36 States of the Federation

O

o Representative of Chairman, RMAFC
o Permanent Secretary, Federal Ministry of Finance
o Accountant General of the Federation
o Director, Home Finance, Federal Ministry of Finance - Secretary
During plenary sittings. the following institutions are represented: NNPC Ltd, NUPRC,
NCS, FIRS, Ministream of Mines and Steel Development, Nigeria Midstream and Downstream
Regulatory Authority (NMDPRA), Central Bank of Nigeria, Debt Management Office, etc.
The Nigeria Extractive Industry Transparency Initiative (NEITI), EFCC and ICPC. Also attend
as observers.
Aside these two statutory bodies. FAAC established a number of Sub-Committees to
facilitate its operations and effectiveness. These Committees are:
(i) FAAC Technical Sub-Committee
The Committee is responsible for reviewing the Federation Account monthly

inflows into the Federation Account and its distribution as presented by the Director
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(Funds), OAGF to ensure accuracy, full disclosure and accountability. The sub-
committee members are as follows:
e Accountant General of the Federation — Chairman

e Accountant General of the 36 States of the Federation

e Representative of Chairman, RMAFC

e Director. Funds, OAGF - Secretary

¢ Representative of NNPC Ltd, NUPRC, NCS, FIRS, Ministream of Mines
and Steel Development, Nigeria Midstream and Downstream Regulatory
Authority (NMDPRA). Central Bank of Nigeria. Debt Management Office,
ElE:

¢ The Nigeria Extractive Industry Transparency Initiative (NEITI), EFCC and

ICPC represntatives attend as observers.

¢ Director of Treasury, Federal Capital Territory Administration

e Representatives of RMAFC,

The outcome of their deliberations are contained in a communique which 1s
presented by the Accountant General of the Federation at FAAC plenary session for
consideration and approval. The essence of this Committee is to bring their
technical know-how to critical examine the Federation account inflow and
distribution to ensure transparency and accountability by all concerned.

(i) Federation Revenue Reconciliation Committee

This Committee meet monthly to examine the bases of all revenue collections
by Revenue Agencies and reconcile amounts remitted into Federation Account per
CBN statements. The Committee is composed of: Representative of AGF (Director,
Federation Account) - Chairman, Representative of Director Revenue (OAGF),
Federal Ministry of Finance, RMAFC, NNPC Ltd, NCS, FIRS, NUPRC, CBN,
NMDPRA, Ministry of Mines and Steel Development, Debt Management Office,
NEITI, etc. The oucome of the meeting is provided to the Accountant General of

the Federation as input into the FAAC Technical Committee meeting.

(iii)  Federation Accounts Post-Mortem Sub-Committee




This was established by FAAC to carryout expert analysis of reports presented by the

Revenue Agencies so as to ensure that all revenues are declared and paid by these Agencies.

The Committee comprises:

Representative of Chairman of RMAFC - Chairman

'C lvlairman and Vice-Chairman of Commissioners of Finance Forum

Six Commissioners for Finance representing each geo-political zone

Chairman and Vice Chairman of the Accountant General Forum

Six States Accountant-General representing each geo-political zone Representative of
Federal Ministry of Finance

Representative of Federal Ministry of Finance, OAGF, CBN, DMO, NEITI, etc.
Representatives of Revenue Agencies.

Director, RMAFC - Secretary

The import of these structures for the management of Federation Account is fo engender

trust among the Federating Units through transparent operations of the Account. It should

be noted that ihe distribution to the three tiers of government is published in newspapers and

Federal Ministry of Finance website monthly.

Role of the OAGTF

It is important to state that while the Federation Account is under the purview of the OAGF,

there are established structure for its for its operations as discussed above. The OAGF play

custodial role by ensuring among others that:

iy

ii.

i1,

V.

Vi.

proper and full accounting records are maintained for both inflow and outflow.

the sharing formula are properly applied in the distribution of monthly accruals as
approved by FAAC

approved deductions are made

monthly distribution or any other approved distribution are paid into the accounts of
beneficiaries promptly.

Federation Account Financial Statements are prepared and audited by the Auditor
General for the Federation in line with section S.85 of the 1999 Constitution (as
amended).

information is provided promptly to appropriate stakeholders as and when required.

Challenges of Federation Account
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Inadequate revenue inflows. This arises from external factor such as the vagaries of the
the international oil market price, OPEC quota and oil production. This is further accentuated
by losses of revenue due to illegal bunkering of crude oil, crude loss due to pipeline

vandalisation and oil theft, gas flaring, huge remittances to Joint Venture Partners, high

expenses on pipeline maintenance. delays in remittances of crude oil sale proceeds (it
sometimes take three months to remit into Federation Account), etc. Shoartfalls of revenue

inflows relative to budgetary targets are also recorded by FIRS and NCS.

Distrust in the management of the Federation Account. Despite the institutional
arranagement for the transparent management of the Account, the States especially appear to
be satisfied with the custodial role of the Accountant General of the Federation, being an
appointee of the Federal Government. This has resulted in demand by some SNGs and even
some members of the National Assembly for the establishment of the Office of the Accountant
General of the Federation (to manage the Federation Account) and Accountant General for the
Federal Government (dedicated to management of financial affairs of the central government).
It is important to state unequivocally that FAAC is actually responsible for the management of
FFederation Account in addition to the oversight roles of RMAFC, EFCC, ICPC, etc. As a matter

of fact. ali payments from the Federation Account are based on approval of FAAC.

Maintenance of Excess Crude Account. Despite obvious benefits of this account, it
still remain contencious notwithstanding the provision of Fiscal Responsibility Act, 2007. It is
seen 1o be in conflict with the provision of S.162 (3) which states that “Any amount standing
to the credit of the Federation Account shall be distributed across the Federal, States and Local
Government Councils in each State on such terms and in such manner as may be prescribed by
the National Assembly™.

Inadequate Internally Gnenerated Revenue. Aside Lagos State and to some extent
Rivers State, most of the SNG rely heavily on allocation from the Federation Account to render
services to their contituent. The low economic viability of most SNG is a challenge for
intergovernmental fiscal relations as it is not able to generate own revenue to provide public
goods and services.This exert pressure on the Federation Account.

Competition between subnational governments and central government for tax
bases. Which tax is to be collected by each level? This issue has resulted in SNGs introduction
of taxes and charges that are considered to amount to double taxation with negative effects on

businesses and willingness to pay. There is a fecling of inadequate fiscal powers to enable SNG




maximise revenue generation to discharge its constitutional duties and still maintain fiscal
autonomy. Bird and Bahl, (2008) argued. releasing taxing powers to SNG may help in
mobilising greater revenue from taxes because of stronger connection between taxes and

benefits thereby improving accountability. Hopefully this challenge will be resolved under the

on-going tax reforms.

Non-review of the revenue sharing formula. The existing formula has been in
operation since 2003, over twenty 20 vears despite the current realities of the responsibilities
of the Federal and SNGs. The SNG are now involved in areas formally considered to be
exclusive to the Federal Government like security and huge funds are being committed in this
direction and yet the allocation formula remain the same. RMAFC needs to do more on this to
build trust among the federating units.

Inadequate capacity of civil servants. The Oil and gas industry is a specialised area
requiring knowldege of petroleum accounting and extant laws. Unfortunately, many civil
servants lack the techneal knowledge to adequately assess the revenue accruals from NNPC

creating distrust on the extent of disclosure and amount remitted into the Federation Account.

Conclusion

The Federation Account is very important to the the three tiers of government in view
of its contribution to funding of public goods and services delivery at all levels of government.
The RMAFC play special role in ensuring that revenue sharing criteria is fair and equitable
such that government at all levels can meet their constitutional responsibilities. It is also
important to build trust on the Federation Account operation and management, hence the
estblishment of strucures like the FAAC which has representatives from the federating units.
These structures help in ensuring transparency and accountability in the management of
Federation Account. However, there are challenges not arising from structure for Federation
Account but sharing formula, inadequate revenue generation, competition for tax bases,
inadequate capacity. etc. It is our believe that the RMAFC will look at these issues and proffer

solutions to them.
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