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The Rt. Hon. Speaker,

Kogi State House of Assembly,

Kogi State.

Sir,

MANAGEMENT REPORT ON THE FINANCIAL STATEMENT OF 

ADAVI LOCAL GOVERNMENT COUNCIL

FOR THE YEAR ENDED 31ST DECEMBER, 2020.

1.0
INTRODUCTION

We are delighted to inform you that we have completed the audit of Adavi Local Government Council Financial Statements for the year ended 31st December, 2020. In accordance with our usual practice, we set out below our observations, comments and recommendations on the significant items on the account which came to our notice in the course of our audit assignment. We however, wish to add that issues discussed in this report may not be all those weaknesses existing in the internal control procedures of Adavi Local Government Council which a special review may highlight. 
2.0  
THE SCOPE OF THE REVIEW

We performed our audit assignment in accordance with International Standards on Auditing. We vouched, reviewed and examined records and books of account kept by Adavi Local Government Council in Kogi State for the year under review. We equally assessed the data processing, store system and internal control procedures of Adavi Local Government Council with a view to commenting on its adequacy or otherwise. These procedures were adopted to enable us express our audit opinion on the Financial Statements of Adavi Local Government Council.

3.0 
INTERNAL CONTROL ISSUES

3.1 
Issues with the Non-Current Assets Management System

Observations

Our review of Non-Current Assets management system revealed the following control issues:

Absence of a comprehensive Non-Current Assets Register (Fixed Asset Register);

Lack of insurance cover for the entity’s Non-Current Assets;

The market value of the non-current asset could not be ascertained as depreciation of the assets was not carried out.

Effects

The importance of a non-current assets register can never be over emphasized. In the absence of non-current assets register: 

the Local Government Council’s assets may be stolen or misapplied without any trace. 

there could also be difficulties in determining the location and custody of assets as well as determining it actual value.

no possibility of indemnity in case of fire incident or any unforeseen event relating to Adavi Local Government Council’s assets.

Recommendations

We hereby advise the Council’s management to ensure that a comprehensive non-current assets register is in place without further delay. To achieve this, the management could engage the service of valuer to carry out the survey and evaluation of Adavi Local Government Council’s properties. The Local Government Council should also ensure that insurance policy is in place to cover her non-current assets. This should be included as part of overhead budget. Furthermore, a formal capitalization policy should be adopted and implemented by management to ensure that all additions to non-current assets meet the specified criteria for capitalization.

3.2 
Strict Adherence to the purpose for the Council’s Account 

Observations

We observed that payments were been made strictly for the purpose they are meant for. This culture is commendable. 

Recommendation

We recommend that internal control system be strengthened to sustain this act. Seminar and training should be organized for the account staff to further accentuate the need for effective and efficient internal control.

3.3 
Preparation of Financial Statement

Observations

The submitted 2020 financial statement made available for audit purpose were prepared in orthodox basis without following the International Public Sector Accounting Standards Board (IPSASB). Apart from deviant from the standard, it was poorly typed set and arranged.

Effects

This is noncompliance with regulating standard and display of unprofessionalism and backwardness in accounting practice by Adavi Local Government Council’s Account Department. Such financial statement cannot be published or be submitted to management/higher authority as a financial report except adequately adjusted.

Recommendations

The entire financial statement should be readjusted in line with the modern practice as laid down by the recently adopted International Public Sector Accounting Standard (IPSAS). A professional should be engaged to training the account staff of Adavi Local Government Council on corporate financial statement reporting as expected by Financial Reporting Council of Nigeria (FRCN)

3.4 
Manual Record Keeping/Poor Store System/Need for a Computerized System

Observations

Despite the numerous advantages of computer, Adavi Local Government Council’s data/records are neither networked nor computerized. All the units under account department of Adavi Local Government Council are expected to be computerized and if possible, have its records uploaded into the cloud. Adavi Local Government Council store needs to be revamped as it is in dilapidation, old and unkept state.

Effects

With uncomputerized account department, Adavi Local Government Council will be running at high cost as some work done in business center could be done by the staff without extra charges. They are also at the risk of losing vital records kept manually to fire, water, theft, misplacement, malicious act etc. Speed will not be achieved. The level of confidentiality and accuracy of manually kept record/data is at low ebbs. Inter-unit communication will suffer setback and delay in the absence of networked account department. Poorly arranged/ventilated store could lead to loss of vital documents and delay in retrieval of records

Recommendations

The entire Accounts Department of Adavi Local Government Council should be computerized, and networked so as to leverage on the immense benefits accrued to Information and Communication Technology (ICT) as a global village. In addition, we recommend that an Information Technology (IT) consultant be engaged to determine the IT needs of Adavi Local Government Council and establish it for automated operations. Adavi Local Government Council store should be renovated, adequately utilized, rearranged and have air condition fixed for records/files safety and healthy habitation.

3.5  
Need for Training of Finance and Internal Audit Staff

Observations

We observed poor internal control expected of the commission in checking the compliance with the extant regulation on procedure involves from authorization to the payment of raised voucher.

We equally observed errors in casting and the need for constant training of account officer on usage of accounting software and the need to keep them abreast of the latest practice in accounting sector for attainment of accuracy.

Recommendations

Management should ensure that payment voucher always pass-through Internal Audit before any payment is effected. Account and Audit staff should be made to attend relevant seminars, trainings and retraining programs from time to time especially trainings on accounting package (software); the International Public Sector Accounting Standards (IPSAS); Financial Reporting Council of Nigeria (FRCN) and International Organization for Supreme Audit Institution.

5.
CONCLUSION

We deeply and sincerely appreciate the Executive Chairman, Director of Local Government, the Local Government Treasurer and the entire staff of Adavi Local Government Council for their cooperation in the course of our audit exercise.
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Alhaji Ahmed Usman Ododo B.Sc., ACA, ACTI, CPFA, MNIN.
The Auditor-General for Local Government,

Kogi State.

12th August, 2021
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