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STATEMENT OF OPINION OF THE AUDITOR-GENERAL ON THE CONSOLIDATED ACCOUNTS AS WELL AS THE ACCOUNTS OF THE TWENTY-THREE (23) LOCAL GOVERNMENTS OF RIVERS STATE FOR THE YEAR ENDED 31ST DECEMBER, 2020
In accordance with the provisions of Sections 125 (2) and 316 (1) of the 1999 Constitution of the Federal Republic of Nigeria, and Section 149 of the Rivers State Local Government Law No. 5 of 2018 and Rivers State Audit Law 2020  as amended and other extant financial regulations, the accounts of the twenty-three (23) Local Government Councils of Rivers State for the year ended 31st December, 2020 have been audited. 
We have audited the Financial Statements which comprise
(a) Statement of Financial Performance;
(b) Statement of Financial Position;
(c) Statement of Changes in Net Assets & Equity;
(d) Statement of Cash Flows
(e) A Statement of Comparison of Budget and Actual amounts and 
(f) Summary of significant accounting policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
The respective Local Government’s Management is responsible for the preparation and fair presentation of the Financial Statements in accordance with the International Public Sector Accounting Standards, and for internal control as the management determines is necessary to enable the preparation of financial statements that are free from material misstatements, whether due to fraud or error.
AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on the Financial Statements based on our audit. We conducted our audit in accordance with the International standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain evidence about the amounts and disclosures in the financial statements. The procedures selected depends on the auditors’ judgements, including the assessment of the risks of material misstatement of the financial statement, whether due to fraud or error. In making those risks assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures, that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have obtained is complete, sufficient and appropriate to provide a basis for our audit opinion. All errors and mistakes have been corrected. We did not any infraction on the extant laws and regulations 
OPINION
In our opinion, the accompanying financial statements and accounts present fairly, in all material respects, the financial position of the Local Government Councils as at 31st December, 2020 and its financial performance as well as cash flows for the year then ended in accordance with International Public Sector Accounting standards except where otherwise stated in this report as laid on pages ----------------------- of these report.
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Bema Friday (JP) FCA, ACTI, CFA, MNIN				28st September, 2021
Auditor-General for Local Governments, Rivers State  			Date
Office of the Auditor-General for Local Governments
Block B Secretariats Complex


REPORT OF THE AUDITOR-GENERAL ON THE ACCOUNTS OF THE TWENTY-THREE (23) LOCAL GOVERNMENTS OF RIVERS STATE FOR THE YEAR ENDED 31ST DECEMBER, 2020
The accounts of the twenty-three (23) Local Government Councils of Rivers State for the year ended 31st December, 2020 have been audited under my direction in accordance with Sections 125 of 1999 Constitution of the Federal Republic of Nigeria; of Rivers State Local Government Law No. 5 of 2018 and the Rivers State Audit Law 2020 other extant laws and regulations.
The financial statements and accounts were prepared on the International Public Sector Accounting Standards (IPSAS) Accrual Basis’ General Purpose Financial Statements.
I have as a result, given my opinion on the respective accounts of each Local Government in accordance with the state of the accounts. The domestic or management report of the Auditor-General on the accounts of the twenty-three local governments audited have been sent to the Management committees comprising the Chairman, Vice Chairman, Secretary, Supervisors and Principal Directors for their attention, response and rectification where necessary.
B.	RESPONSIBILITIES OF THE COUNCIL’S MANAGEMENT
It is the responsibility of the Council’s Management to prepare and submit the Financial Statements on the accounts and administrative activities of the Local Government to the Auditor-General in accordance with the provisions of the Constitution as cited in (i) above, within 90 days, immediately after the end of the financial year. This section was grossly violated by the Management of the Local Governments as they submitted their accounts in arrears of years, despite several communications on this from my office. This constituted to a great extent, the delay in audit and consequently the late reporting on the accounts.
C.	STATE OF THE ACCOUNTS
The state of records keeping of some Local Governments have not improved as stated in our previous reports. In some cases, no accounting record was kept on the day to day financial transactions of the Local Government. Such Local Governments were disclosed in our previous reports and are herein also disclosed in this report. This complacent attitude of some Local Governments Managements is already hindering transparency, accountability and good governance and if kept unchecked could be a fertile breeding ground for fraud and malfeasance or outright larceny.
Our previous reports to the Local Governments seriously harped on this issue. It is recommended that stern measures be taken against such defaulting Local Government Councils as this will serve as deterrent to others. Measures such as denying those local governments further access to statutory allocations from the Federation Account until they have properly accounted funds spent in years under review, is hereby recommended.
However, the accounts of the Local Governments have been audited and reported thereon. The domestic reports had been issued on each Local Government in respect of the state of their respective accounts for necessary action. However, the attention of the 23 Local Government Councils are drawn to the following key observations.
(i) Non-preparation of Bank Reconciliation Statements
(ii) Serious breach or violations of payment procedures
(iii) Inadequate financial records keeping
(iv) Poor or weak Internally Generated Revenue- efforts leading to dismal collection of internal revenue.
(v) Lateness or failure to submit Financial Statements
(vi) Untimely remittance of the tax deductions to respective tax authorities
(vii) Safe-keeping of F & GPC records/management decision process
(viii) Appropriation and Budget Monitoring and Control
(ix) Internal Controls and Internal Audit Weakness
D.	PREPARATION AND SUBMISSION OF FINANCIAL STATEMENTS
Some Local Governments have consistently failed to submit their Financial Statements as required by extant laws and regulations. Audit considers this act the height of dis-stewardship and failure in Management’s fiducial irresponsibility.
It is the duty of Management to prepare accounts and submit her financial statements to the office of the Auditor-General within three (3) months, beginning from the immediate end of the period (financial year).
This was seriously spotlighted in our previous reports, but some Local Governments are yet to heed to this advice.
E.	OVERVIEW OF THE 2020 CONSOLIDATED FINANCIAL STATEMENTS OF THE 23 LOCAL GOVERNMENTS
In this section, analysis and review of the Consolidated Financial Statements of the 23 Local Government were carried out. The implications of the aggregate performance in terms of revenue generation, pattern of expenditure especially the economic, efficient and effective utilization of available resources and its impact on the overall well-being of the people as indicated in social benefits and infrastructural developments in their respective Local Government Areas.
1. REVENUE
The major revenue sources to all the 23 local Government in the State are: the Allocation from the Federation Accounts and the Internally Generated Revenue of the Entity. The allocations from federation accounts comprise of Statutory Allocation, VAT, Excess Crude, Budget Augmentation, Exchange Rate Gains.
a) Allocations from Federation Accounts
The total sum of ₦32,574,921,993.26 was received by the twenty-three (23) Local Government Areas of the State for the year ended 31st December, 2020 as gross aggregate revenue inflow from the Federal Government. Fig. 1 shows the distributions of the allocation to various local government areas of the state.
However, the above gross revenue from Federal Allocations Constitute 50.4% of total aggregate appropriation of ₦64,604,449,826.52 by the twenty-three (23) Local Government Councils of the state. See schedule 1 for total budget for revenue from federation account.

b) Internally Generated Revenue
A total sum of ₦1,029,570,015.76 was generated by the twenty-three (23) Local Governments Areas of the State as against budgetary estimate of ₦8,871,282,458.21. The above actual IGR represents only 12% of total Internally Generated Revenue Budget. This is (95.93) decline of what was generated the previous year. However, as was noted in the previous year’s report, the Local Government Councils should set up effective revenue generations mechanism to boost their revenue base. A situation where the Local Governments is 100% dependent on Allocation from Federation account is not healthy for our economy. Management of respective Local Government Council must evolve an effective strategy to improve their internally generated revenue base. 
See Fig.1. 


2. LOCAL GOVERNMENT SPENDING
i) Recurrent Expenditure
In fig. 3, the pie-chart represents each local government’s portion of aggregate recurrent expenditure in table 3. Actual recurrent expenditure gulped ₦46,184,258,592.33 which is 94% of total actual revenue receipts for the period. This means only 6% was left for capital development.
From Fig. 2 below, personnel costs gulped ₦23,969,656,196.21 or 52% of total expenditure. 
Overhead expenditure for the period was ₦12,790,951,603.60 which is 29% of actual revenue collected. Local Governments must be decisive to be more effective, efficient and economical in the day to day administration of government. A situation where the 23 Local Government Councils in the State spend an average of ₦46,344,027.55 monthly on running cost is most uneconomical, inefficient and wasteful and should be discouraged in its entirety.

ii) Capital Expenditure
Budgeted capital expenditure for the 23 Local Government Councils was ₦24,721,146,266.21. However only ₦2,875,890,726.13 was spent representing 11.6% performance, 5% of overall actual expenditure incurred for the period. As stated in my previous reports, Local Governments should be encouraged to vote more funds for infrastructural and social development of the people. Councils’ Funds Managers should emulate his Excellency, Governor Ezenwo Nyesom Wike, the Governor of the State and replicate such developmental strides in the Local Government Areas.
Fig 4 shows the percentage of capital expenditure to the overall actual spending for the period.


iii) Tax Deductions and Remittance
Total sum of ₦224,529,708.49were taxes from PAYE, VAT and WHT deducted from Council’s transactions but unremitted to relevant authorities as at the reporting date. This observation was communicated to the respective Local Government Authorities and compliance is expected accordingly.
iv) Contribution to Local Governments
The sum of ₦8,138,268,829.05 are aggregate grants and contribution to other Government Agencies in the State having direct service relationships with the Local Governments as provided in extant laws
We aver that the State Government does not tamper or interfere with Local Government funds. These funds are remitted directly to the Local Governments immediately FAAC releases.
F.	ANALYSIS OF ASSETS AND LIABILITIES
Cash and Cash Equivalents
The consolidated closing cash and cash equivalents amounted to ₦1,070,376,688.00 for the 23 Local Government as at 31st December 2020. Some accumulated bank charges, finance cost and loans repayments were not vouched and thus were not charged to the appropriate expenditure vote. It is expected that this error would be corrected with bank reconciliation statements as directed in our domestic or management reports to concerned Local Governments.
Prepayments
These represent advance payments for goods and services which the Local Government are yet to receive. Monies are usually advanced to Staff of the Local Governments to carry out jobs, assignments and other transactions on behalf of the Local Government which were expected to be retired after successful completion of the task for which the advances were granted or at end of the financial year which ever comes earlier.
For the year under review, a consolidated total of prepayments stood at ₦2,383,300,036.12.
Audit revealed that the huge balance in the advances account was due to non-retirement of advances after the events for which they were granted have been concluded or time given has elapsed. Over the years, these have accumulated and have resulted in the current state.
It was observed that some members who owed these advances have exited the service either by retirement, death or due to disciplinary measures. We therefore recommend that immediate recovery of these advances be commenced or that there be a write-off of those which have become unrecoverable, so that the true assets position can be established. It is also imperative for audit clearance to be given before officers proceed on retirement from service in order to ensure that such officers do not exit the service with entity’s assets in their possession. This audit recommendation has already been sent to the individual Local Governments in my Audit Inspection Report for their compliance.


Inventories
These include unallocated stores; both expendable and non-expendable as well as consumables. It was observed that the stores’ units in the Local Governments are in bad shape and in-operational, therefore are not capable to provide adequate custody and maintenance of these stores prior to their allocation and use. This could lead to substantial loss of Government property. The management of the Local Governments have been advised in my inspection reports to urgently address this matter.
Property, Plant and Equipment (PPE)
The aggregate value of Property, Plant and Equipment of the Local Governments stood at ₦8,047,546,234.44 as at 31st December, 2020. PPE value were stated net of depreciation. Depreciation policy of the Local Governments is stated under the notes and significant accounting policies accompanying this report.
LIABILITIES
Deposits
The sum of ₦224,529,708.49 represents consolidated balance on Deposit Accounts as at 31st December, 2020. This includes receipts relating to future accounting periods and sums held on behalf of a third party. It mainly consists of retention.
Unremitted Deductions
The value of this account amounted to ₦224,529,708.49 as at 31st December, 2020. This includes deductions from payments made on behalf of Governments, Agencies and various other bodies by the Local Governments which ought to be promptly remitted. The management of respective Local Governments have been advised in my previous reports as well as the Current Inspection Reports to ensure that all deposits be remitted timely to avoid accumulating liabilities for the Local Government.
Reserves
Arising from the recognition and measurements of assets and liabilities of the Local Government on adoption of IPSAS Accrual Basis of Financial Reporting, Reserves were created. These represent the excess of assets over liabilities as at the date of adoption which was January 2016 and all subsequent revaluations and initial recognition of assets not formerly recognized at adoption.
The consolidated amount of Reserves of the 23 Local Governments of Rivers State as at 31st December, 2020 was ₦2,675,104,342.88. 
Accumulated Surplus
These represent the accumulated excess of revenue over operational expenditure including depreciation, impairment and other charges. The consolidated amount of Accumulated Surplus as at 31st December, 2020 was ₦8,855,010,180.00.



STATEMENT ON STATE/ LOCAL GOVERNMENT JOINT ACCOUNTS ALLOCATION COMMITTEE JAAC.
Within the period under review, the 23 Local Government in the state received the total sum of ₦48,166,228,544.59.
The breakdown is as follows:
	Statutory Allocation
	₦29,084,034,812.94

	Value Added Tax (VAT)
	₦15,591,306,551.33

	Exchange Gain Difference
	₦910,596,432.81

	Goods & Value Consideration
	₦77,713,031.82

	Excess Bank Charges 
	₦232,681,350.23

	Non-oil Revenue
	₦423,037,856.31

	Forex Equalization Fund
	₦377,944,607.81

	Excess PPT Revenue 
	₦642,482,295.15

	Solid Minerals 
	₦47,780,765.96

	Intervention Fund
	₦774,203,399.70

	Refunds
	₦4,000,000.00

	Non-Oil Revenue 2
	₦447,440.53

	Total Allocation from Federation Account  
	₦48,166,228,544.59

	Grants and contributions 
	₦8,138,268,829.05

	Net Allocation
	₦40,027,959,715.54

	
	₦48,166,228,544.59



I hereby certify that all monies or funds allocated to the 23 Local Government Councils of the State from federation accounts were duly remitted to them as at when due without any interference by the State Government. 
See the distributions to the various local governments and entities in Schedules “1” and “9” in the consolidated financial statements.

PERFORMANCE AUDIT
Apart from the routine statutory financial audit of the Local Governments, we carried out performance audit on the activities of twenty-one (21) out of twenty-three (23) Local Governments of the State.
The performance audit guaranteed more assurance of the state of affairs of the Local Governments. The Report of Performance Audit will soon be issued to respective Councils where the audit was successfully conducted. It is hoped that the Local Governments Councils will benefit immensely from the Report.


STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES.
1. ACCOUNTING BASIS:
The Local Government Financial Statement is prepared under the historical cost convention in accordance with the International Public Sector Accounting Standards (IPSAS) Accrual basis. The twenty-three Local Governments in Rivers State have fully adopted and transited to the IPSASs Accrual basis, the Financial Statements are therefore prepared according to IPSAS 1; General Purpose Financial Statements, (GPFs). The cash flow statement is prepared using the direct method. The financial statements are presented in naira (N) which is the functional and reporting currency of the Local Governments in Nigeria and all the values are rounded to the nearest thousands(N’000). The accounting policies have been consistently applied to all the years presented.
2. RECEIPTS/ REVENUE RECOGNITION:
REVENUE FROM NON-EXCHANGE TRANSACTION FEES, TAXES AND FINES (IPSAS 23)
The 23 Local Government Councils recognize revenues from fees, taxes and fines when the event occurs and asset recognition criteria are met. Other non-exchange revenues are recognized when it is probable that the future economic benefit or service potential associated with the asset will flow to the entity and the fair value of the asset can be measured reliably. To the extent that there is a related condition attached that would give rise to a liability to repay the amount, deferred income is recognized instead of revenue.
3. TRANSFER FROM OTHER GOVERNMENT ENTITIES (IPSAS23.7): 
Revenue from non-exchange transaction with other government entities is measured at fair value and recognized on obtaining control of the asset (cash, goods, services and property) if the transfer is free from conditions and it is probable that the economic benefits or service potential related to the asset will flow to the Local Government and can be measured reliably. To the extent that there is a related condition attached that would give rise to a liability to repay the amount a grant liability is recognized instead of revenue.
REVENUE FROM EXCHANGE TRANSACTIONS (IPSAS 9’ 19)
(a) RENDERING OF SERVICES
The Local Government Councils recognize revenue from rendering of services by reference to the stage of completion when the outcome of the transaction can be estimated reliably. The stage of completion is measured by reference to labour hours incurred to date as a percentage of total estimated labour hours.
 	Where the contract outcome cannot be measured reliably, revenue is recognized to the extent that the expenses incurred are recoverable.
(b) SALES OF GOODS:
Revenue from sales of goods is recognized when the significant risks and rewards of ownership have been transferred to the buyer, usually on delivery of the goods, and when the amount of revenue can be measured reliably and it is probable that the economic benefits or service potential associated with the transaction will flow to the Local Government.
(c) INTEREST INCOME:
Interest income is acquired using the effective yield method. The effective yield discounts estimated future cash receipts through the expected life of the financial asset to that assets net carrying amount. The method applies this yield to the principal outstanding to determine interest income for each period.
(d) DIVIDENDS:
Dividends or similar distribution must be recognized when the Local Government’s right to receive payments is established.
(e) RENTAL INCOME:
 	Rental income arising from operating leases on investment properties is accounted for on a straight line basis over the lease terms and included in revenue.
(B) RECEIVABLES FROM EXCHANGE TRANSACTION AND NON-EXCHANGE TRANSACTION (IPSAS 1.88)
Receivables from non-exchange transactions are recognized initially at fair value and subsequently, measured at amortized cost using the effective interest method, less provision for impairment. A provision for impairment of receivables is established when there is objective evidence that the Local Government will not be able to collect all amounts due according to the original terms of the receivables.
Receivables from non-exchange transactions comprises; fees, fines, taxes (and any penalties associated with these activities) as well as social benefit receivables that do not arise out of contract. 
These receivables are initially assessed at nominal amount or face value, that is, the receivable reflects the amount of tax, owed, levy, fine charged, or social benefit debt payable. These receivables are subsequently adjusted for penalties as they are charged, and tested for impairment. Interest and penalties charged on tax receivables are presented as tax revenue in the statement of financial performance.

(C)	BUDGET INFORMATION (IPSAS 24)
The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in a single statement to determine the needs of the Local Government. As a result of the adoption of the accrual basis for budgeting purposes, there are no basis, timing or stated differences that would require reconciliation between the actual comparable amounts and the amounts presented as a separate additional financial statement in the comparison of budget and actual amounts. 
(D)	INVESTMENT PROPERTY (IPSAS 16):
Investment properties are measured initially at cost, including transaction cost. The carrying amount includes the replacement cost of components of an existing investment property at the time that cost is incurred if the recognition criteria are met and excludes the costs of day-to-day maintenance of an investment property.
Investment property acquired through a non-exchange transaction is measured at its fair value at the date of acquisition. Subsequent to initial recognition, investment properties are measured using the cost model and are depreciated over a period of 40 years. Investment properties are derecognized either when they have been disposed of or when the investment property is permanently withdrawn from use and no future economic benefit or service potential is expected from its disposal. The difference between the net disposal proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the period of derecognition.  Transfers are made to or from investment property only when there is a change in use.
(E)	PROPERTY PLANT AND EQUIPMENT (IPSAS 17):
All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Cost includes expenditure that is directly attributed to the acquisition of the items. When significant parts of property, plant and equipment are required to be replaced at intervals, the Local Government recognizes such parts as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a major inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized in statement of financial performance as incurred, to ascertain surplus or deficit. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration the asset is initially measured at its fair value.
Depreciation on assets is charged on a straight line basis at rates calculated to allocate the cost or valuation of the asset less any estimated residual value over its remaining useful life:
Particulars 				Life				Percentage		
Buildings				50years 			2%
Machinery and Equipment		10 years			10%
Investment Property 			40 years			2.5%
Furniture and fixtures		5 years 			20%
Office Equipment 			5 years 			20%
Heritage assets			unlimited			0%
ICT					3 years			33.3%
Vehicles 				5 years			20%
Sea going Vessels			5years				20%
The assets residual values and useful lives are reviewed and adjusted prospectively, if appropriate, at the end of each reporting period.
An asset carrying amount is written down immediately to it recoverable amount or recoverable service amount, if the assets carrying amount is greater than its estimated recoverable amount or recoverable service amount.
The Local Governments derecognizes items of property, plant and equipment and / or any significant part of an asset upon disposal or when no future economic benefits or service potential is expected from its continuing use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in the surplus or deficit when the asset is derecognized.
(F)	LEASES (IPSAS13)
Financial leases that transfer substantially all of the risks and benefits incidental to ownership of the leased to item to the Local Government Councils. Assets held under a finance lease are capitalized at the commencement of the lease at the fair value of the leased property or, if lower value of the future minimum lease payments. The Local Governments also recognize the associated lease liability at the inception of the lease. The liability recognized is measured as the present value of the future minimum lease payments at initial recognition. Subsequent to initial recognition, lease payments are apportioned between finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognized as finance cost in surplus or deficit. An asset held as finance lease is depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Local Government will obtain ownership of the asset by the end of the lease term, the asset is depreciated over a shorter of the estimated useful life of the asset and the lease term. 
Operating leases are leases that do not transfer substantially all risks and benefits incidental to ownership of the leased item to the Local Government. Operating lease payments are recognized as an operating expense in surplus or deficit on a straight-line basis over the lease term. Rent received from an operating lease is recognized as income on a straight-line basis over the lease term. Contingent rents are recognized as revenue in the period in which they are earned.
(G)	INTANGIBLE ASSETS (IPSAS31)
Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired in a non-exchange transaction is their fair value at the date of the exchange. Following initial recognition, intangible assets are carried at cost less any accumulated amortization and accumulated impairment losses. Internally generated intangible assets, excluding capitalized development cost, are not capitalized and expenditure is reflected in surplus or deficit in the period in which the expenditure is incurred. The useful life of the intangible assets is assessed as either finite or indefinite. Amortization is provided over the estimated useful life using the straight line method. The estimated useful life for intangible asset classes is as follows:
· Application software 							2 years
· Licenses and copyrights and other intangible assets 		2 years
Intangible assets with a finite useful life are assessed for impairment whenever there is an indication that the asset may be impaired.
The amortization period and the amortization method for an intangible asset with finite useful life are reviewed at the end of each reporting period. Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are considered to modify the amortization period or method as appropriate, and are treated as charges in accounting estimates. The amortization expense, on an intangible asset with finite life is recognized in surplus or deficit as the expense category that is consistent with the nature of intangible asset.
Gains and losses arising from derecognition of an intangible asset are measured as the difference between the net disposal proceeds and the carrying amount of the asset and are recognized in the surplus or deficit when the asset is derecognized. 

(H) 	RESEARCH AND DEVELOPMENT COSTS IPSAS 31. 52-55
The Local Governments expense research cost as incurred. Development costs on an individual project are recognized as intangible assets when the Local Government can demonstrate:
· The technical feasibility of completing the asset so that the asset will be available for use or sale.
· Its intention to complete and its ability to use or sell the asset
· How the asset will generate future economic benefits or service potential.
· The availability of resources to complete the asset
· The ability to measure reliably the expenditure during development following initial recognition of an asset, the asset is carried at cost less any accumulated amortization and accumulated impairment losses. Amortization of the asset begins when development is complete and the asset is available for use. It is amortized over the period of expected future benefits. During the period of development, the asset is tested for impairment annually with any impairment losses recognized immediately in surplus or deficit.
(I) FINANCIAL INSTRUMENTS – IPSAS 29
(a) Financial Assets:
Initial Recognition and Measurement; financial assets within the scope of IPSAS 29 financial instruments;
Recognition and Measurement are classified as financial assets at fair value through surplus or deficit, loan and receivables, held-to-maturity investments or available for sale financial assets, as appropriate. The Local Government determines the classification of its financial assets at initial recognition.

Loans and Receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. After initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest method, less impairment. Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate. Losses arising from impairment are recognized in the surplus or deficit.

Held-to-Maturity
Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held-to-maturity when the Local Government has the positive intention and ability to hold it to maturity. After initial measurement, held-to-maturity investments are measured at amortized cost using the effective interest method, less impairment. Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate. The losses arising from impairment are recognized in surplus or deficit.

Impairment of Financial Assets
The Local Government assesses each reporting date whether there is objective evidence that a financial asset or Local Government financial asset is impaired. A financial asset or state of financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an incurred “loss event”) and that loss event has an impact on the estimated future cash flows of the financial asset or the state of financial assets that can be reliably estimated. Evidence of impairment may include the following indicators:
· The Local Government debtors are experiencing significant financial difficulty
· Default or delinquency in interest or principal payments
· The probability that the debtors will enter bankruptcy or other financial reorganization
· Observable data indicates a measurable decrease in estimated future cash flows (e.g charges in arrears or economic conditions that correlate with defaults).
Financial Liabilities
Initial Recognition and Measurement (IPSAS 29)
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value through surplus or deficit or loans and borrowings, as appropriate. The Local Government Councils determine the classification of its financial liabilities at initial recognition. All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus directly attributable costs. 

Loans and Borrowings 
After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using the effective interest method. Gains and losses are recognized in surplus or deficit when the liabilities are derecognized as well as through the effective interest method amortization process (IPSAS 29.65). Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or cost that are an integral part of the effective interest rate.
(J)	INVENTORIES (IPSAS 12)
Inventory is measured at cost upon initial recognition. To the extent that inventory was received through non-exchange transactions (for no cost or for nominal cost), the cost of the inventory is its fair value at the date of acquisition. Cost incurred in bringing each product to its present location and condition are accounted for, as follows:
· Raw materials: purchase cost using the weighted average cost method
· Finished goods and work in progress; cost of direct materials and labour and a proportion of manufacturing overheads based on the normal operating capability, but excluding borrowing costs after initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a nominal charge, that class of inventory is measured at the lower of cost and current replacement cost. Net realizable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion and the estimated costs necessary to make the sale, exchange or distribution. Inventories are recognized as an expense when deployed for utilization or consumption in the ordinary course of operations of the Local Government.
(K) 	PROVISIONS (IPSAS 19)
Provisions are recognized when the Local Government has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Where the Local Government expect some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is virtually certain. The expense relating any provision is presented in the statement of financial performance net of any reimbursement.
Contingent Liability
The Local Government Councils do not recognize a contingent liability, but disclose details of any contingencies in the notes to the financial statements, unless the possibility of an outflow of resources embodying economic benefits or service potential is remote.
Contingent Assets
The Local Government Councils do not recognize a contingent asset, but disclose details of a possible assets whose existence is contingent on the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Local Government in the notes to the financial statements. Contingent assets are assessed continually to ensure that developments are appropriately reflected in the financial statements. If it has become virtually certain that an inflow of economic benefit or service potential will arise and the assets value can be measured reliably, the asset and the related revenue are recognized in the financial statements of the period in which the change occurs. 
(L)	CHANGES IN ACCOUNTING POLICIES AND ESTIMATES (IPSAS 3)
The Local Government recognizes the effects of changes in accounting policies retrospectively. The effects of changes in accounting policy are applied prospectively if retrospective application is impractical.
(M) 	EMPLOYEE BENEFITS – IPSAS 25 
Retirement Benefit plans 
The Local Government provides retirement benefits for its employees. The Local Government has not fully migrated to the defined contributory pension scheme where both the Local Government will contribute 10% of employees’ salaries and employees would contribute 5% of their salaries on monthly basis to the scheme.
(N) 	FOREIGN CURRENCY TRANSACTION – IPSAS 4
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date of the transaction. Trade creditors or debtors denominated in foreign currency are reported in the statement of financial position reporting date by applying the exchange rate on that date. Exchange differences arising from the reporting of creditors at rates different from those at which they were initially recorded during the period, are recognized as income or expense in the period in which they arise.
(O) 	BORROWING COST (IPSAS 5)
Borrowing costs are capitalized against qualifying assets as part of property, plant and equipment. Such borrowing costs are capitalized over the period during which the asset is being acquired or constructed and borrowings have been incurred. Capitalization ceases when construction of the asset is complete. Furthermore, borrowing cost are charged to the statement of financial performance.
(P) 	RELATED PARTIES (IPSAS 20)
The Local Government regards a related party as a person or a Local Government or State Government with the ability to exert control individually or jointly, or to exercise significant influence over the Local Government, or vice versa. Members of key management are regarded as related parties and comprise the Councilors, the Executive Members and Top Level Civil Servants and those they share intimate relationship with.
(Q) 	SERVICE CONCESSION ARRANGEMENT – IPSAS 32
The Local Governments analyse all aspects of service concession arrangements that it enter into in determining the appropriate accounting treatment and disclosure requirements. In particular, where a private party contributes an asset to the arrangement, the Local Government recognizes that asset when, and only when, it controls or regulates the services operator must provide together with the asset to whom it must provide them, and at what price. In the case of assets other than whole-of-life assets, it controls, through ownership, beneficial entitlement or otherwise any significant residual interest in the asset at the end of the arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset has been recognized, that Local Government also recognizes a corresponding liability, adjusted by a cash consideration paid or received.
(R) 	CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand and cash at bank short term deposits on call and highly liquid investments with an original maturity of three months or less, which are readily convertible to known amounts of cash and are subject to insignificant risk of changes in value. Bank account balances includes amounts held at the various commercial banks within Rivers State at the end of the financial year. For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and short term deposits as defined above, net of outstanding bank overdrafts.
(S)	SIGNIFICANT JUDGMENT AND SOURCE OF ESTIMATION UNCERTAINTY – 	IPSAS 1
The preparation of the consolidated financial statements of the twenty-three (23) Local Governments of Rivers State requires management to make judgements, estimates and assumptions that affect the reported amounts of revenue, expenses, assets and liabilities and the disclosure of contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount of the asset or liability affected in future period.
JUDGEMENTS, ESTIMATES AND ASSUMPTIONS MADE:
Estimate and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date that have a significant risk of causing amounts of assets and liabilities within the next financial year, are described below. The Local Government based its assumptions and estimates on parameters available when the consolidated financial statements were prepared. However, existing circumstances and assumptions about future developments may change due to market changes or circumstances arising beyond the control of the State. Such changes are reflected in the assumptions when they occur. IPSAS 1.140. 

Useful Lives and Residual Values;
The useful lives and residual values of assets are assessed using the following indicators to inform potential future use and value from disposal:
· The condition of the asset based on the assessment of experts employed by the Local Government Councils.
· The nature of asset, its susceptibility and adaptability to changes in technology and process.
· The nature of the process in which the asset is deployed
· Availability of funding to replace the asset 
· Changes in the market in relation to the asset.
(T) 	SUBSEQUENT EVENTS –IPSAS 14
There have been no events subsequent to the financial year end with a significant impact on the financial statements.
(U) 	EVENTS AFTER THE REPORTING PERIOD 
There are no material non-adjusting events after the reporting date.


ACTUAL IGR 
ACTUAL (₦)	B	ABUA/ODUAL	AHOADA EAST	AHOADA WEST	AKUKU-TORU	ANDONI	ASARI-TORU	BONNY	DEGEMA	ELEME	EMOHUA	ETCHE	GOKANA	IKWERRE	KHANA	OBIO/AKPOR	OGBA/EGBEMA/NDONI	OGU/BOLO	OKRIKA	OMUMA	OPOBO/NKORO	OYIGBO	PORT HARCOURT	TAI	7660000	123858040.62	0	0	8280000	6000000	396004319.62	620000	17860000	4590000	12882493	14860500	50857688.399999999	9463025.4499999993	236450671.36000001	19624459.719999999	446000	310000	2408976	1641035.72	1339800	114413005.87	0	



BUDGET PERFORMANCE 





TOTAL PERSONNEL EXPENDITURE   (₦)	TOTAL OVERHEAD EXPENDITURE   (₦)	TOTAL CAPITAL EXPENDITURE  (₦)	23969656196.209999	12790951603.599998	2875890726.1300001	
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GOVERNMENT OF RIVERS STATE OF NIGERIA

OFFICE OF THE AUDITOR-GENERAL
FOR LOCAL GOVERNMENTS
BLOCK B, 7TH FLOOR, STATE SECRETARIAT COMPLEX,
P.M.B. 5185 PORT HARCOURT.

Our Ref- _ LGAUD.125/C/NOL.1/67

20th August, 2021
Your Ref:. Date: ———

(All Correspondence to be addressed to the
Auditor-General for Local Governments)

The Rt. Honourable Speaker,
Rivers State House of Assembly,
House of Assembly Complex,
P.M.B. 6166,

Port Harcourt.

FORWARDING OF THE REPORT OF THE AUDITOR-GENERAL FOR THE 23 LOCAL
GOVERNMENT COUNCIL FOR THE YEAR ENDED 315" DECEMBER, 2020

| forward herewith the Audited Reports of the Auditor-General for Local
Governments on the Twenty-Three (23) Local Government Councils of the State
for the year ended 31 December 2020 for your necessary action.

The implementation of these reports will bring about more accountability and
transparency in the Financial Management of the Local Government Councils of
the State, as envisioned by the NEW Rivers vision of this Administration.

The office of the Auditor-General for Local Governments, Rivers State is sincerely
grateful to you and the entire membership of the Rivers State House of Assembly
for your exceptional, exemplary and unequalled services to the State.

Bemariday (JP), FCA, CFA, ACTI, MNIM, Miou
Auditor General for Local Governments
Rivers State
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GOVERNMENT OF BIWERS STATE OF H»IEEBIA

OFFICE OF THE AUDITOR-GENERAL
FOR LOCAL GOVERNMENTS

BLOCK B, 7TH FLOOR, STATE SECRETARIAT COMPLEX,
P.M.B. 5185 PORT HARCOURT.

Our Rledf(_}AUD. 32/VOL.1/59

Your Ref: Date: 18July, 2021

(Al Correspondence to be addressed to the
Auditor-General for Local Governments)

MEMORANDUM

To: His Excellency,

Chief Barrister Nyesom E. Wike, Con, GSSRS, POS (Africa)
The Executive Governor of Rivers State.

From: The Auditor-General,
Office of the Auditor-General
For Local Governments, .
Rivers State.

Sir,

SUBJECT: SUBMISSION OF AUDITED FINANCIAL STATEMENTS FOR THE 23
LOCAL GOVERNMENT COUNCILS OF RIVERS STATE FOR THE
YEAR ENDED 315T DECEMBER, 2020

Your excellency sir, I am most grateful for your continuous support to my office in pursuit of
transparency and accountability of the financial management of the Local Government system
in the State.

I forward herewith the Auditor-General’s Report on the Accounts of the Twenty-Three (23)
Local Government Councils for the Year ended 31 December, 2020 for your necessary action,
please.

Your approval will enable me forward to the Rivers State House of Assembly for their
oversight functions.

You are directing Sir,

Y Sevma

Yours faithfully,

Bema Friday (JP), FCA, CFA, ACTI, MNIM, Miou




