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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, 2021
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 No. 2 of 2021 as amended and other extant financial regulations, the accounts of the twenty-two (22) out of twenty-Three (23) Local Government Councils of Rivers State for the year ended 31st December, 2021 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 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 notice any infraction on the extant laws and regulations of the State or Federal Republic of Nigeria.
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, 2021 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 this report.
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Bema Friday (JP) FCA, ACTI, CFA, MNIN				22nd August, 2022
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, 2021
The accounts of the twenty-two (22) Local Government Councils out of Twenty-Three (23) of Rivers State for the year ended 31st December, 2021 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 No. 2 of 2021 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 very lately, 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 for the 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 Weaknesses
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,(90 days) beginning from the immediate end of the period (financial year). i.e 31st December
This was seriously spotlighted in our previous reports, but some Local Governments are yet to heed to this advice.
E.	OVERVIEW OF THE 2021 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, Value Added Tax (VAT), Exchange Gain Difference, Augmentation, Excess Crude Bank Charges, Non-Oil Revenue, Forex Equalization Fund, Excess Crude, Solid Minerals, Ecological Refund.
a) Allocations from Federation Accounts
The total sum of ₦30,298,970,435.31 was received by the twenty-two (22) Local Government Areas of the State for the year ended 31st December, 2021 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 46.51% of total aggregate appropriation of ₦58,190,573,842.81 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 ₦2,101,868,393.98 was generated by twenty-two (22 )out of twenty-three Local Governments Areas of the State as against budgetary Estimate of ₦10,538,974,430.36 The above actual IGR represents only 19.94% of total Internally Generated Revenue Budget. 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 the development of the third tier of Government. 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 ₦53,342,161,376.54 which is 88.38% of total actual revenue receipts for the period. This means only 11.62% was left for capital development.
From Fig. 2 below, personnel costs gulped ₦23,393,987,428.42 or 40.27% of total expenditure. 
Overhead expenditure for the period was ₦16,799,126,177.48 which is 27.83% 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 ₦1,399,927,181.46 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 ₦20,177,783,104.15. However only ₦4,752,814,649.81 was spent representing 23.55% performance and 8.18% 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 ₦1,161,627,467.26 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 ₦9,532,040,300.67 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 ₦2,927,462,951.25 for the 22 Local Government as at 31st December 2021. 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 ₦2,633,676,490.09.
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 ₦12,904,713,277.81 as at 31st December, 2021. 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 ₦424,260,331.48 represents consolidated balance on Deposit Accounts as at 31st December, 2021. 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 ₦424,260,331.48 as at 31st December, 2021. 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, 2021 was ₦2,874,786,564.74. 
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, 2021 was ₦15,165,507,623.23.


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 ₦58,190,573,842.81.
The breakdown is as follows:
	Statutory Allocation
	27,677,735,772.18

	Value Added Tax (VAT)
	27,891,603,407.50

	Exchange Gain Difference
	269,808,087.09

	Augmentation
	101,130,202.47

	Non-oil Revenue 
	1,526,632,359.87

	Forex Equalization Fund
	64,046,099.65

	Excess Crude 
	89,966,308.40

	Solid Minerals 
	32,288,705.17

	Ecological refund
	402,096,596.25

	Unutilized Refunds
	728,481.59

	Refund of Judgment Debt
	39,496,462.44

	Other Revenue
	95,041,360.20

	Total Allocation from Federation Account  
	_____58,190,573,842.81

	Grants and contributions 
	9,532,040,300.67

	Net Allocation
	48,658,533,542.14_



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-three (23) 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 of the respective Councils where the audit was successfully conducted is hereby attached. It is hoped that the Local Governments Councils will benefit immensely from the Report.


SIGNIFICANT ACCOUNTING POLICIES
	S/N
	Accounting policies 

	I. 
	Measurement Basis
These General-Purpose Financial Statements (GPFS) have been prepared under the historical cost convention (as modified by revaluation or fair value of certain assets and liabilities where applicable).

	II. 
	The extent to which an entity has applied transitional provisions in any IPSAS as may by directed by Governments.

	III. 
	Other Accounting Policies

	1. 
	Basis of Accounting 
These Financial Statements have been prepared under Accrual Basis of Accounting.

	2. 
	Accounting Period
The accounting year (fiscal year) shall be from 1st January to 31st December in line with the National Treasury Circular Ref. OAGF/CAD/026/V.1/102 of 30th December, 2013. Each accounting year is divided into 12 calendar months (periods) and shall be set up as such in the accounting system. 

	3. 
	Reporting Currency
The Financial Statements are prepared in the Nigerian Naira (NGN)

	4. 
	Consolidation Policy (Applicable to controlling entities)
i. All the 23 Local Government Council are consolidated except Commercial Public Sector Entities (CPSE)
ii. Consolidation of the Financial Statements are in agreement with the provisions of all the relevant legal requirements.

	5. 
	Comparative Information 
The General-Purpose Financial Statements do disclose all numerical information relating to previous period.

	6. 
	Budget Figures 
These are figures from the approved budget in accordance with the Appropriation bye-law prepared on cash Basis.

	7. 
	Revenue:
Fees, taxes and fines 
a. Revenue from non-exchange transactions such as fees, taxes and fines are recognized when the event (specify event) occurs and the asset recognition criteria are met. 
b. Other non-exchange revenues are recognized when it is probable that the future economic benefits of service potential associated with the asset will flow to the Entity and the fair value or the asset can be measured reliably. 

Other operating revenues
a. Other operating revenues arise from exchange transactions in the ordinary course of the Entity’s activities. 
b. Revenues comprise the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course or an Entity’s activities. 
c. Revenue is shown net of tax, returns, rebates and discounts. 

Sales of Goods
Revenue from the sales of goods is recognized when the significant risks and rewards of ownership have been transferred to the buyer, usually when goods are delivered.

Other Revenue/Income
a. Other revenue/Income consists of fees, fines, debt forgiveness, commissions, rentals, gains on disposal of assets, etc.
b. Any gain on disposal is recognized at the date the control of the assets is passed to the buyer and is determined after deducting from the proceeds the carrying value of the asset at that time. 
c. 

	8. 
	Aid and Grants:
a. Aid and Grants to an Entity is recognized as income on entitlement while aid and grants to other governments/agencies are recognized as expenditure on commitment.
b. Grants should be recognized as either in kind (assets, goods or service) or Cash
c. Assets related grant for which conditions are fully met should be recognized systematically as income in the GPFS to compensate the cost of the Asset (depreciation) it is intended to represent be applying deferred Income method.

	9. 
	Subsidies, Donations and Endowments
Subsidies, Donations and Endowments to an entity are recognized as income when money is received, or entitlement to receive money is established; except where fulfilment of any restrictions attached to these monies is not probable. 


	10. 
	Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured at fair value and recognized on receipt of the asset (cash, goods, services and property) if it is free from conditions and it is probable that the economic benefits or service potential related to the asset will flow to the entity and can be measured reliably.


	11. 
	Expenses
All expenses are reported on an accrual basis, i.e. all expenses are to be recognized in the period they are incurred or when the related services are enjoyed, irrespective of when the payment is made 

	12. 
	Employee Benefits/Pension obligations:
Under the Defined Benefits Scheme
a. Provision are made, where applicable, using an actuarial valuation for retirement gratuities. The actuarial valuation determines the extent of anticipated entitlements payable under employment contracts and brings to account a liability using the present value measurement basis, when discounts expected future cash outflows. 

b. To the extent that it is anticipated that the liability will arise during the following year the entitlements are recorded as current liabilities. The remainder of the anticipated entitlements are recorded as Non-Current Liabilities.

Under the Defined Contribution Scheme
a. Public Entities make pension and national insurance contributions on behalf of employees in line with Pension Act 2014 as amended. The contributions are treated as payments to a defined contribution pension plan. 
b. A defined contribution plan is a pension plan under which fixed contributions are paid into a separate pension Entity fund managed by Pension Fund Administrators (PFA)
c. The Entity has no legal or constructive obligations to pay further contributions if the pension Entity does not hold sufficient assets to pay all employees the benefits related to employee’s service in the current and prior periods.
d. The contributions are recognized as employee benefit expense when they are due. 
e. Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction in the future payments s available 

	13. 
	Interest on Loans:
a. Interest on loans are treated as expenditure or as a charge in the financial performance report (Statement of Financial Performance).
b. Interest expense is accrued using he effective interest rate method. 
c. The effective interest rate exactly discounts estimated future cash payments through the expected life of the financial liability to that liability’s net carrying amount. 
d. The method applies this rate to the principal outstanding to determine interest expense in each period.


	14. 
	Foreign Currency Transactions:
a. Foreign currency transactions throughout the year are converted into Nigerian Naira at the ruling (Central Bank of Nigeria – CBN) rate or exchange at the date of the transactions
b. Foreign currency balances, as at the year end, are valued at the exchange rates prevailing on that date. 
c. Foreign Exchange gains/losses are recognized as income or expenses in the Statement of Financial Performance.
d. Gain or loses from the translation of foreign operations result are recognized in the reserve (Translation reserve)

	15. 
	Minority Interest
This represents the interests of external parties during the year under review 

	16. 
	Statement of Cash Flow
The statement of Cash Flow is prepared using the direct method. 
The Cashflow statement consists of three (3) sections:
a. Operating activities: - These include cash received from all income sources of the Government and record the cash payments made for the supply of goods and services. 
b. Investing Activities: - these are the activities relating to the acquisition and disposal of non-current assets.
c. Financing Activities:- These comprise the change in equity and debt capital structure of the PSE

	17. 
	Cash & Cash Equivalent
a. Cash and Cash Equivalent means cash balances on hand, held in bank accounts, demand deposits and other highly liquid investments with an original maturity of three (3) months or less in which the Entity invests as part of its day-to-day cash management and which are readily convertible to know amounts of cash and are subject to insignificant risk of changes in value. 
b. Cash & cash Equivalent is reported under Current Asset in the statement of Financial position 

	18. 
	Accounts Receivable:
a. Receivables from exchange transactions
i. Receivables from exchange transactions are recognized initially at fair value and subsequently measured at amortized cost using the effective interest method, less provision for impairment. 
ii. A provision for impairment of receivable is established when there is objective evidence that the Entity will not be able to collect all amounts due according to the original terms of the receivables.

b. Receivables from non-exchange transactions 
i. Receivables from non-exchange transactions comprise; fees, Taxes and fines (and any penalties associated with these activities) as well as social benefit receivables that do not arise out or a contract. 
ii. These receivables are initially assessed at nominal amount or race value; that is, the receivable reflect the amount or tax owned, levy, fine charged etc.
iii. These receivables are subsequently adjusted for penalties as they are charged or possible write down-as a result of impairment. 
iv. Interest and penalties charged on tax receivables are presented as tax revenue in the statement of Financial Performance. 

	19. 
	Prepayments 
a. Prepaid expenses are amounts paid in advance of receipt or goods or services.
b. They can represent payments made early in the year for benefits to be received over the latter part of the year, or payments made in one year for benefits to be received in subsequent years.
c. Prepayments for which the benefits are to be derived in the following 12months are classified as Current Assets. Where the benefits are expected to accrue beyond the next 12 months, it is accounted for as a Long-Term Prepayment and classified as Non-Current Assets. 
d. Prepayments that are identifiable with specific future revenue or event, e.g. adverts, should be expensed in the period in which the related event takes place; those that relate to specific time periods, e.g. insurance, rent, leasehold premises, should be recognized as an expenses in such periods. 
e. Prepayments not exceeding e.g ₦10,000 are expensed immediately, except there is a possibility of obtaining a refund or credit within the same financial year. However, threshold to be determined by the respective local government).

	20. 
	Inventories:
a. Inventories are valued initially at cost and subsequently at the lower of cost and net realizable value
b. Cost is determined using the FIFO method 
c. Inventories held for distribution for public benefit purposes are recorded at cost, adjusted where applicable for any loss or service potentials. 
d. Inventories are reported under Current Assets in the Statement of Financial Position.  

	21. 
	Loans Granted:
Loans Granted are shown at established reasonable value after providing for bad, doubtful debts and impairments.  

	22. 
	Investments:
Investments in associates 
a. An Entity’s investments in associates are accounted for using the equity method of accounting. 
b. An associate is an Entity over which a Local Government has a significant influence and that is neither a subsidiary nor a joint Venture. 
c. Under the equity method, investments in associates are carried in the statement of financial position at cost plus post acquisition changes in Entity’s share of net assets of the associate.
d. The statement of financial performance reflects the share of the results of operations of the associates, the Investing entity recognizes its share of any change and discloses this where applicable, in the statement of changes in net assets/equity. 

Investments in joint ventures
a. A Local Government’s investments in its joint ventures are accounted for using the equity method of accounting. 
b. A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control. 
c. Under the equity method, investments in joint ventures are carried in the consolidated statement of financial position at cost plus post acquisition changes in Entity’s share of net assets of the joint venture. 
d. The statement of financial performance reflects the share of the results of operations of the joint venture.
e. Where these has been a change recognized directly in the equity of the joint venture, an Entity should recognize its share of any changes and discloses this when applicable, in the statement of changes in net assets/equity. 

Impairment of Investments 
The Local Governments are to determine at each reporting date whether there is any objective evidence as to whether an investment is impaired, if this is that case, the council calculates the amount of impairment as being the difference between the recoverable amount of the investment and the carrying value and recognizes the amount in the statement of financial performance. 

	23. 
	Financial Assets at fair value through net assets
a. Where a Local Government uses its surplus cash to purchase short-term investments, the financial assets are classified at initial recognition as Financial Assets at fair value through net assets. 
b. An available-for-sale financial assets are included in non-current assets where a Local Government intends to dispose of the investment in a period exceeding 12months from the reporting date. 
c. Regular purchases and sales of financial assets are recognized at fair value on the trade-date (the date on which Entity commits to purchase or sell the assets) and subsequently at fair value with any resultant fair value gains or losses recognized in the statement or Net Assets/Equity.
d. Realized gains and losses on Financial Assets at fair value through net assets are recognized in the consolidated statement of financial performance as income or expense from Financial Assets at fair value through net assets securities. 
e. Impairment losses on Financial Assets at fair value through Net assets in calculated using the effective interest method and is recognized in the consolidated statement of financial performance as part of expenses.
f. The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active, the entity shall establish fair value using valuation techniques. These include:
i. The use of recent arm’s length transactions. 
ii. Reference to other instruments that are substantially the same
iii. Discounted cash flow analysis 
iv. Option pricing models 
v. Making maximum use of market inputs and relying as little as possible on entity-specific inputs.
g. Entities shall ascertain at the date of preparation of each statement of financial report whether there is objective evidence that a financial asset or a group of financial assets in impaired. 
h. In the case of equity securities classified as available Financial Assets at fair value through net assets, a significant or prolonged decline in the fair value of the security below its cost is considered as an indicator that the securities have been impaired. 
i. If any such evidence exists for Financial Assets at fair value through net assets, the cumulative loss – measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously recognized is presented in the statement of financial performance.

	24. 
	Property, Plant & Equipment (PPE)
a. All PPE are stated at historical cost less accumulated depreciation and any impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the assets. 
b. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration the assets is initially recognized at fair value, where fair value can be reliably determined, and as income systematically over the useful life of the PPE in the statement or financial performance.
c. The following shall constitute expenditure on PPE
i. Amounts incurred on the purchase of such assets plus other relevant cost incidental to bringing the asset to working condition. Consumables are to be wholly expensed irrespective of their amounts. 
ii. Construction Cost-including materials, labour and overheads. 
iii. Improvements to existing PPE, which significantly enhance their useful life. 

Cost
The cost of an item of PPE shall comprise: its purchase price, including import and non-recurring costs and any directly attributable costs or bringing the asset to its location and working condition for its intended use. Any trade discounts and rebates are deducted in arriving at the purchase price.
a. PPE shall be stated at cost or at their professional valuation less accumulated depreciation and impairment. 
b. The amount recorded for a PPE shall include all costs directly related to its acquisition including expenditures incurred to place the asset in usable condition for the Service. Accordingly, the cost of the assets shall include acquisition or construction costs, custom duties, transportation charges, professional fees and installation costs. Cash discounts shall be netted against the cost of the assets. 

Capitalization 
a. The application threshold shall be ₦50,000 (Fifty Thousand Naira). 
b. Only amounts spent in connection with the above and whose values are equal or in excess of ₦50,000 (Fifty Thousand Naira) shall be capitalized. 
c. All assets equal to or above this amount shall be recorded in the PPE Register. However, in certain cases, it may be appropriate to aggregate individually insignificant value items such as chairs and tables, printers and UPS etc and apply the capitalization threshold to the aggregate value. 
d. An item of PPE whose costs are below the capitalization threshold shall be charged appropriately to the following accounts: office supplies furniture, office supplies – IT equipment, office supplies – household equipment, etc. 
e. Where an asset’s category already exists for a newly acquired asset below the capitalization threshold, such an asset shall be capitalized irrespective of its cost and recorded in the PPE register under the appropriate category.

Depreciation 
 The cost of PPE are depreciated from the date they are available for use on a straight line basis over their expected useful live less any estimated residual value using applicable rates as follow:
	S/N 
	ITEM OF PPE
	DEPRECIATION RATE 

	A. 
	Leased Property 
	Over the term of the lease 

	B. 
	Buildings 
	2%

	C. 
	Investment Property
	2%

	D. 
	Infrastructure 
	5%

	E. 
	Plant and Machinery 
	10%

	F. 
	Transportation Equipment (except K)
	20%

	G. 
	Office Equipment
	2.5%

	H. 
	Furniture and Fittings
	20%

	I. 
	Specialized Assets (e.g., Books, Military and paramilitary assets)
	10%

	J. 
	Bearer Plant
	4%

	K. 
	Aircraft, Ship and Train 
	5%

	L. 
	Specific Cultural and heritage assets 
	Unlimited 



i. The full depreciation charge are applied to PPE in the year they are available for use and no depreciation in the year of disposal. 
ii. Fully depreciated assets that are still in use are carried in the books at a carrying amount of ₦10.00
iii. An asset’s carrying amount is written down immediately to its recoverable amount or recoverable service amount if this asset’s carrying amount is greater than its estimated recoverable amount or recoverable service amount. 

Revaluation
a. The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period. 
b. Surplus arising from the revaluation shall be transferred to the revaluation reserve in the financial position under reserves. 
c. In case of revaluation deficit, it shall be set against the respective asset value and the corresponding entry to either the revaluation reserve – if surplus exists on the same class of asset, or to the statement of financial performance as an expense.

Disposal
Gain or loss from disposal of an item of PPE is presented in surplus/deficit. 

Impairment
An impairment test is conducted where there are indications that an item of PPE may have been impaired. 


	25. 
	Investment Property 
These are cash-generating property owned by a Local Government. An investment property is initially recognized at Cost. Determination of the cost is the same with PPE.

Subsequent measurement of investment property is at fair value at period end and any fair value gain or loss is recognized in surplus/deficit.

Investment Income 
Rental income earned/received from an investment property is presented in surplus/deficit as investment income. 
 
Disposal 
Gain or Loss from disposal of investment property is presented in surplus/deficit. 


	26. 
	Constituency Project Assets 
a. Constituency project Assets: these are assets whose acquisition or constructions are financed through approved interventions from budgetary provisions and are expected to be located across the various constituencies. 

b. The acquired or constructed assets by the relevant Local Government shall be recognized as an asset and thereafter transferred to the benefiting constituency. 

c. A Local Government should transfer the constituency project asset to the beneficiary, and expense through the Statement of Financial Performance.


	27. 
	Intangible Assets 
a. These consist of assets that are not physically tangible which have been acquired or internally generated and held for use from which benefits are derivable beyond a financial year. 
b. The cost of an item of intangible asset shall comprise: its purchase price, including no-recurring costs and any directly attributable costs of bringing the asset to its state of intended use. Any trade discounts and rebates shall be deducted in arriving at the purchase price. 
c. Intangible assets are tested for impairment annually and amortized over the estimated useful life using the straight line method on an annual basis.
d. Classes of Intangible Assets are as follows 
i. Software’s acquired externally
ii. Patent right 
iii. Copyrights 
iv. Trademarks and brand acquired
v. Franchise
vi. Other intangible assets
e. Intangible Assets are Amortized on a straight line basis over their estimated useful life based on the substance of their agreements. 

	28. 
	Deposits 
a. Deposits consist of resource held in custody on behalf of third parties.
b. Deposits can also represent payments received in advance for goods/services to be offered later. 
c. Deposits, for which the services are to be offered within 12 months from the end of the reporting period, are classified as Current Liabilities. Where the services are expected to span beyond the next 12 months after the end of reporting period, it is accounted for as a Non-Current Deposits and classified as Non-Current Liabilities. 

	29. 
	Loans & Debts 
a. Loans are funds borrowed to be paid back at an agreed period or time. They are presented in Statement of Financial Position as Liabilities and are categorized as either short or long term loans. 
b. Short-term loans and debts are those expected to be settled within 12 months from the end of a reporting period. While long-term loans and debts are expected to be settled in a period exceeding 12 months from the end of a reporting period. 

	30. 
	Unremitted Deductions
a. Unremitted Deductions are monies owed to third parties such as tax Authorities, Unions, Coorporatives, Schemes and Associations, other government agencies, etc. These include: tax deductions and other deductions at source.
b. These amounts shall be stated in the Financial Statements at their repayment value, which shall be treated as Current Liabilities in the Statement of Financial Position.  

	31. 
	Payables 
Payables are recognized initially at fair value and subsequently measured at amortized cost using the effective interest method.

Accrued Expenses
a. These are monies payables to third parties ion respect or goods and services received.
b. Accrued Expenses for which payment is due in the next 12 months are classified as Current Liabilities. Where the payments are due beyond the next 12 months, they are accounted for as Non-current Liabilities. 

	32. 
	Current Portion of Borrowings 
This is the portion of the long-term loan/borrowing that is due for repayment within the next 12 months. This portion of the borrowings are classified under current liabilities in the statement of Financial Position. 

	33. 
	Public Funds 
a. These are balances of Government funds at the end of the financial year. 
b. They are classified under the Non-Current Liabilities in the Statement of Financial Position and include: Trust Funds, Revolving funds and other Funds Created by Government.

	34. 
	Reserves 
Reserves are classified under equity in the Statement of Financial Position and include: Surpluses/(Deficit) Reserve. Translation Reserve, Revaluation Reserve, Fair Value Reserves. 

	35. 
	Contingent Liability 
a. A contingent liability is a possible obligation arising from past events whose existence will be confirmed only by uncertain future event(s) or present obligation arising from past events that are not recognized because either an outflow or economic benefit is not probable or the amount of the obligation cannot be reliably measured. 
b. Contingent liabilities are be disclosed in the Notes to the Financial Statement. 

	36. 
	Contingent Assets 
a. Contingent assets are possible future assets arising from past events whose existence will be confirmed on the occurrence or non-occurrence of one or more uncertain future event(s) wholly within the control of the entity. 
b. Contingent assets are disclosed in the Notes to the Financial Statement. 

	37. 
	Leases: 
Finance Leases 
a. These are leases which effectively transfer to the lessee Entity substantially all the risks and benefits incidental to ownership of the leased asset. 
b. They are capitalized at the present value of the minimum lease payment. 
c. The leased assets and corresponding liabilities are recognized while the leased assets are depreciated over the period the Entity is expected to benefits from their use. 

Operating Leases
a. Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. 
b. Payments made under operating leases (net of any incentives received from the lessor) are charged to the statement of financial performance on a straight-line basis over the period of the lease. 


	38. 
	Financial Instruments
a. These form part of the Government’s everyday operations. These financial instruments include Bank Accounts, Short Term Deposits, Trade & Accounts Receivable, Trade & Accounts Payable, Term Borrowings, Treasury Bills, FGN Bonds, all of which are recognized in the Statement of Financial Position. \
b. Investment Income and Associated expenses e.g. transaction cost in relation to all financial instruments are recognized in the Statement of Financial Performance.
  

	39. 
	Borrowings 
a. Borrowing are recognized initially at fair value, net of transaction costs incurred. 
b. Borrowings are subsequently stated at amorised cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognized in the consolidated statement of financial performance over the period of the borrowings using the effective interest method. 
c. Fees Paid on the establishment of loan facilities are recognized as transaction casts of the loan. The fee is capitalized and amorised over the period of the facility to which it relates. 
d. Borrowings falling due within 12 months are classified as current liabilities while borrowings falling due over more than 12 months are classified as long term borrowings. 
e. Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalized and included in the cost of that asset. 
f. A qualify asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or sale. 
g. All other borrowing costs are recognized as an expense in the period in which they =are incurred. 

	40. 
	Transfers to other government entities
Transfers to other government entities are non-exchange items and are recognized as expenses in the statement of financial performance. 

	41. 
	Service Concession Arrangement 
Service Concession Arrangement Assets
a. Service concession Assets are operated by third parties under the terms of service Concession arrangements. On recognition, the original service concession asset is measured at its fair value and any difference between its fair value and its carrying amount is recognized in the Statement of Financial Performance. 
b. If the terms of the arrangement require Government to compensate the operator for the concession asset by making payments and the payments are separable between the asset and service portions of the payment then the fair value of the original service concession asset is the fair value or the asset portions of the payments are not separable, the fair value is determined using estimation techniques. 

 Service Concession Arrangement Liabilities 
a. When Government recognizes a Services Concession Arrangement asset it also recognizes a liability of an equal amount.
b. The liability is split between a financial liability and a performance obligation. 
c. The financial liability arises from the payments due from an entity under the terms of the Service Concession Arrangement and the performance obligation from the rights granted to the operator under the terms of the Service Concession Arrangement to earn revenues from the Service Concession Assets or associated asset(s).






CONSOLIDATED FISCAL OPERATION REPORT FOR THE TWENTY-THREE (23) LOCAL GOVERNMENTS OF RIVERS STATE
JANUARY TO DECEMBER, 2021

1. STATUTORY ALLOCATION: TOTAL REVENUE

1.  x 100% = 96.51%
This indicated that statutory allocation took 96.51% of the total Revenue of this Local Government for the year under review. 


1. Total Independent Revenue: Total Revenue

 x 100 = 3.49%

1. PERSONNEL: Total Recurrent Expenditure

1.  x 100% = 43.86%

This shows that salaries and wages took 43.86% of total recurrent expenditure of the local Government.

1. Overhead Cost: Total Recurrent Expenditure

 x 100 = 31.49%

1. Social benefit: Total Recurrent Expenditure

 x 100 = 6.78%

1. Transfer to other Government Entities: Total Recurrent Expenditure
 x 100 = 17.87%

1. PERSONNEL: Total Revenue

 x 100 = 38.80%
This revealed that 38.80% of the total revenue of the Local Government was expended on salaries and wages.

1. Personnel: Other Recurrent Expenditure

 x 100% = 78.11%

1. Total Expenditure: Total Revenue

 x 100% = 96.36%

1. Total Recurrent Expenditure: Total Revenue

 x 100% = 88.47%

This indicated that recurrent expenditure took 88.47% of the total revenue of the Local Government in the year under review.

1. Total Capital Expenditure: Total Revenue

 x 100% = 28.38%

This indicated that, capital expenditure took 28.38% of the total revenue of the Local Government in the year under review.

1. Total Recurrent Expenditure: Total Expenditure

 x 100 = 91.82%

1. Total Capital Expenditure: Total Expenditure

 x 100 = 8.18%

1. Current ratio/management Ratio 

       = 8.91

1. Total Assets: Total Liabilities
     = 27.96
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PERFORMANCE





PERSONNEL%	SOCIAL BENEFITS%	OVERHEAD%	CAPITAL %	40.268520668309172	6.2260245504352083	28.91665910983501	8.1811113023857303	
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