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Acronyms and Definition of Terms

CBK

ICPAK

IMF

IPSAS
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PFM

PSASB

WB

NT

Central Bank of Kenya

Institute of Certified Public Accountants of Kenya

Intemational Monetary Fund

lnternational Public Sector Accounting Standards

County Treasury

National Treasury

Public Finance Management.

Public Sector Accounting Standards Board

World Bank
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Project Information and Overall Performance

2.1 Name and registered office

Name

The project's ofticial name is Financing Locally-Led Climate Action Program (FLLoCA).

Objective

The key objective ofthe project is to deliver locally-led climate resilience actions and strengthen

county and national govemments' capacity to manage climate risk. Marsabit County Climate

Change Fund/FLLoCA Project will provide county-level performance grants that will result in a

portfolio of climate resilience actions/investments addressing communities' priorities.

Implementation of such County Climate Action (CCA) Plans is the first targeted Program

outcome. The second outcome at the county level is an increased capacity of County Govemments

to manage climate risk.

Marsabit County Climate Change Fund/ FLLoCA Program is expected to strengthen County

Govemment capacity to plan, budget, implement and monitor climate mitigation and adaptation

actions, with a focus on sub county (ward and community) levels. This will be operationalized

through two grants; the County Climate Institutional Support (CCIS) Grant and the Counfy

Climate Resilience Investment (CCRI) grant combined with minimum access criteria and

performance measures for areas where FLLoCA seeks to make a difference. Through the two

performance-based grants, county governments are incentivized to:

. Enact relevant policies and legislations to enable climate finance flows

. Establish a dedicated County Climate Change Fund and a Climate Change Unit

. Establish mechanisms to engage communities in climate risk assessments and resilience

planning

. Mainstream Climate action and resilience building in county planning and budgeting

. Increase County investment budgets that promote social resilience outcomes

. Prepare and implement, in a participatory manner, County Climate Action Plans

lll
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Address

The project headquarters offices are in Marsabit town, Marsabit County, Kenya. The address of its

registered office is P.0 BOX 384 -60500 MARSABIT.

2) Maurice Owino - Program Manager Finance and Strategy

Telephone; (25 4) 7 21 9 590 | 3

E-mail; nsoikan@worldbank.orq

3) Nicholas Meitaki Soikan - World Bank, Task Team Leader

Telephone; (25 4) 7 229 46 | 32

E-mail pedoassociates@yahoo.com

lv

Contacts: The following are the project contacts

l) Peter Odhengo- Programme Co-ordinator

Telephone: (254) 722984992

E-mail: odhenqo@qmail.com
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Project information and overall performance (continued )

2.2 Project Information

2.3 Project Overview

Department of Environnrent & Climate Change

The strategic goals of the project are as follows:
(i) To deliver locally-led climate resilience climate

actions and strengthen county capacity to manage

climate risk.

(ii) To support community led local initiatives for
enhanced community resilience and enhance

sustainabilifr.

The project management aims to achieve the goals through
the following means:

(i) Measuring, trac;king and reducing greenhouse gas

emission

(ii) Adopting clima-e adaptation measures

The project was fonned to intervene in the following
problems/gaps:

(i) Instituti,cn strengthening for climate action
(ii) Building resilience through climate resilience

investment

Project Start Date 0u07/2023

Project End Date 30t06t2027

Mrs. Janet Ahatho

Project Development Partner World Bank

County Department

Strategic goals ofthe project

Summary of Project

Strategies for achievement of
strategic goals

Other important background

information of the project

The project is centrerl on capitalizing the National and

County Climate Change Funds; building county level

capacity for planrring, budgeting reporting and

implementation of local climate actions.

Project duration Three Years

I

Project Coordinator:

Project number Pr73065

Areas that the project was

formed to intervene
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Project Information and Overall Performance (Continued)

2.4 Bankers

The following are the bankers for the project:

i. Central Bank of Kenya (Special Purpose Account)

2.5 IndependentAuditor

Auditor General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084-00100

Nairobi, Kenya.

2.6 Roles and Responsibilities of Key Project Officers

Msc. Project Planning

and Management from

University of Nairobi.

Bsc. Information

Science from Kenya

Methodist University.

In charge of climate

Change Mafters in the

county

Provide policy direction on

climate change.

I County Executive Committee
Member for Water,
Environment, Climate Change
and Natural Resource
ManagementP--

Guyo Guracha

Provide Technical
Financial support

Accounting o{Iicer of the
Climate Change Fund.

Chief Offi cer Environment
and Climate Change

Degree in Business

Adm in istration-Account
and

Finance Optional.

Diploma in Procurement

2 Abdullahi Sheikh

vl

Namcs Title designation Key qualification Responsibilities
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3

2.7 Funding summary

The Project is for a duration of 3 years from 2023 to 2027 with an approved budget of US$ CCRI

usD 3,197,674 CCIS USD 255,814 equivalenr to Kshs CCRI412,500,000 CCIS Ksh 33,000,000

as highlighted in the table below:

Climate Change Actions
Coordination and Provision
of technical direction.

Director Environment and
Climate

Degree in
E,nvironmental studies,
Masters in
Environmental Science

Janet Ahatho

vll

Ei
\-a

a!'



Financing Locally-Led Climate Action (FLLoCA) Program - County Government of Marsabit
Annual Report and Financial Slatemenlsfor theJinancial yeor ended June 30,2026

Project information and overall performance (continued)

Below is the funding summary:

A. Source ofFunds

35,1 53,01 ,

35,153,01,

0

Closing Exchange rates used for conversion was: IUSD=129 KES rounded to a whole

number.

Based on the county's total annual budget of KES 10,053,859,148, the contribution to the

County Climate Change Fund, calculated at2Yo amounts to KES 171,893,773.

(D Grant

World Bank 3,453,488 44s,500,000 3,I 80,984 410,346,98 I 272,s04

(ii) Loan

None

(iii) Counterpart

funds

2,355,706 303,886,048 3,069,873 0Govemment of Kenya

Total 5,809,194 749386,048 6,250,857 272,504

vlll

Source of funds I)evelopment Partner
Commitmcnt

I Amount reccived to date - | Undrawn balance to dat,

| ,rUn.lune 2026) 
I

fuwelopnreni l-0"*k,p-.'"t
I Partncr
I .u.r"n",
frB)-

Kshs Kshs l)cvelopmcnt
Partner

cu rrency
(A)-(B)

Kshs
Partner
currencl

(A') ( (

396,013,635

806,360,616
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Project information and overall performance (continued)

B. Application of Funds

128,695,86

128,695,86

Project information and overall performance (continued)

2.8 Summary of Overall Project Performance:

a) The budget performance for Climate Change Institutional Support (CCIS) grant was nil

because there was no budget for CCIS for FY 202512026.

b) With the case of County Climate Resilience Investment Grant (CCRIG) the budget

performance was approximately 73o/owhere2To/o were almost on-going as at the closure of the

financial year.

ii) Physical progress based on outputs and outcomes since project commencement,

Overall Project Progress: The projects undertaken in this financial year were about 80o% complete
but yet to be handed over to the community.

(D Grant

2,t83,342 281,651,1l4 997,642World Bank 3,180,984 4 r 0,346,981

(i) Loan

(ii) Counterpart
funds

3,069,873 396,0 r 3,635 3,069,873 396,013,635
County Govemment of

Marsabit

5,253,215 677,,664,749 997,642Total 6,250,857 806,360,616

tx

('um ulativc irmount paid 
I

to datc - (30'h .lune 2l)26) |

A,pplication of funds i Amount rcccived to datc -
I (ro'n June 2026)

Unutiliscd balance to tlat
(30th June 2026)

Devclopment I

Partncr I

currcnc, I

,^) |

Kshs
I)ev ekr p m cn t

Pa rtncr
cu rrencv

Kshs
Development

Partn cr
cuirency
(A)-(B)

Kshs

(A) (B) (B') (4',)18',)
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Indicate the absorption rate for each year since the commencement of the project.

P Due to untimely disbursement of CCRI grant and completion of

procurement procedures the absorption rate currently stands at

73"/" as at 30'h June 2026

iii) List the implementation challenges and recommend the next steps.

} Vastness of Marsabit County in compilation of FY 2025/26

CCRI project priorities and project Concept development.

F No other notable challenges encountered during the

implementation period. The strong coordination

mechanisms, timely disbursement of funds, active

community participation and effective monitoring systems

ensured smooth execution of all project activities.

2.9 Summary of Projecl Compliance:

l. Compliance with Applicable Laws and Regulations
All climate change grant projects were implemented in full compliance with applicable laws and

regulations, including the Public Finance Management (PFM) Act, 2012, relevant National
Treasury circulars on project investment management, and the objectives of Kenya Vision 2030
flagship projects. The projects also adhered to all conditions of extemal financing agreements and

covenants.
2. Cases of non-compliance
No significant cases of non-compliance were identified during the implementation period.

3. Consequences of non-compliance
Since no non-compliance occurred, the projects did not suffer any financial, legal or reputational
consequences.
4. Mitigation Measures
To maintain this high standard of compliance, the following measures continue to be enforced:
Robust Monitoring and Reporting Frameworks to ensure adherence to regulations and financing
covenants.
Capacity Building for Project Teams on compliance requirements under the PFM Act and Treasury
guidelines. Continuous Stakeholder Engagement to sustain alignment with Vision 2030 and donor
expectations. Training and Technical Support: Ongoing training for county officials on PFM,
procurement processes, and environmental compliance can strengthen adherence to legal
frameworks. This includes building capacity in budgeting, financial reporting, and M&8.
Improved Financial Management Systems: Establishment of robust financial management
systems to track and manage climate action funds effectively.

x
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-Strengthening Procurement Processes: Enforcement of Competitive Bidding: project
management teams must enforce open and transparent tendering processes, in line with the Public
Procurement and Asset Disposal Act. Audit and Oversight: Regular audits and oversight by the
Auditor General and the Ethics and Anti-Com.rption Commission (EACC) can help detect and
deter irregular procurement practices.

Community Engagement and Inclusivity: Enhanced Public Participation: Incorporating
frameworks to ensure local communities, including vulnerable groups, are engaged in decision-
making for project prioritization and implementation.

Stakeholder Consultations: Ensuring that project designs are aligned with community needs

through frequent consultations and engagement.

Adherence to Environmental Regulations: Mandatory Environmental Assessments: Ensuring that
all projects undergo thorough environmental impact assessments (EIAs) and comply with NEMA
regulations before implementation

Incorporating Climate Resilience: Encouraging the integration of sustainability and climate
adaptation measures into project designs, aligned with Vision 2030 goals.

Monitoring and Evaluation (M&E) Strengthening: Performance Tracking Systems: Developing
effective M&E systems to track project performance, detect ineffrciencies early, and make
necessary adjustments

Regular Project Audits: Implementing regular intemal and extemal audits of projects to ensure
compliance with financial, environmental, and procurement laws.

xl
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Statement of Performance against Project's Predetermined Objectives

The key development objectives ofthe project's agreemenVplan are to:
i Program Plan and Objectives: The FLLoCA (Financing Locally-Led Climate Action)

Project is designed to advance climate action and resilience at the county and

community levels. The primary objectives of the program include:
ii Capacity Building: Strengthen the capacity of county-level institutions and

stakeholders, particularly Ward Climate Change Planning Committees (WCCPCs), to
drive climate action. This will involve training, resource allocation, and equipping local
institutions to implement climate-responsive policies.

iii Community-Led Initiatives: Support and finance community-driven initiatives that aim
to enhance resilience to climate change and promote sustainable practices. These

initiatives will empower communities to implement locally-appropriate solutions for
climate adaptation and mitigation.

iv Work Plan and Budget for CCRIG (County Climate Resilience Investments Grant) and

CCIS (County Climate Institutional Support):

Challenges:

a) Institutional Capacity Gaps: Lack of technical expertise or experience at the county level,
particularly among newly-formed WCCPCs, which could hinder effective project
implementation.

b) Resource Allocation: Ensuring that funding and resources are distributed equitably and reach

the most vulnerable communities could be a challenge in project execution.

c) Community Engagement: Mobilizing community support and ensuring consistent
participation in climate initiatives was difficult, particularly in regions u'hich mostly had low
awareness of climate change or competing socioeconomic issues.

Opportunities:

a) Grassroots Empowerment: The project presents an opportunity to empower communities to
lead climate action through locally-driven initiatives, fostering ownership and long-term
sustainability.

b) Innovative Solutions: Leveraging local knowledge and climate information systems can

encourage innovative, context-specific solutions to climate-related challenges, leading to more

effective resilience measures.

c) Strengthened Networks: By fostering collaboration between local governments, stakeholders,

and communities, the FLLoCA project can build stronger, more cohesive networks to tackle

climate change on multiple fronts.

xll
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Progress on the attainment of strategic development objectives

To implement and cascade the above development objectives to specific sectors, all the

development objectives were made specific, measurable, achievable, realistic, and time-bound

(SMART) and converted into development outcomes. Attendant indicators were identified to track

progress and performance measurement.

Below, we provide the progress on attaining the stated objectives:

Financing

Locally Led

Climate

Resilience

Interventions

Improved

community

resilience to

climate

shocks such

as droughts

and floods.

supply system from
Mansile borehole to
Heilu village.

! Promote apiculture
through provision of
modern beehives and
essential apiculture
equipment for
beekeepers in Mt. Kulal

to enhance climate
resilience, diversify
livelihoods, and
strengthen adaptive
capacity for vulnerable
comm unities.

) Drilling of Koob Dertu
Borehole.

) Construction of
modem cattle Boma
and Hay store

D Equiping of Salmate
borehole

Burgabo borehole

InFY 202512026,

All initiated projects

completed across all
the clusters where

some have been

handed over to the

community while
majority of projects

are due for payment

and subsequent

handing over to

community.

Financing

Locally Led

Climate
Action
Program

(FLLoCA)

xul

Project Objective ()utcome Indicator Pcrforhancc
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Environmental and Sustainability Reporting

The project embraces locally-led climate actions to build community resilience. It aims to put

communities at the heart of climate actions. This is achieved by forming a locally led structure

(WCCPC) trained and leading climate actions at the ward. This enables communities to identiff

climate risk at the ward and provide possible climate action to build their resilience. This increases

participation and ownership of the project.

(I) Sustainability stratery and profile

The project is ensuring sustainability by employing strategies that encourage local climate

actions. This is achieved where the ward climate change planning committee drives the

agenda of locally led by identiffing climate risk, and vulnerability and designing the best

climate action to address climate risk hence building community resilience

(II) Environmentalperformance

The project has a dedicated environmental safeguard officer who is trained and ensures

environmental issues are addressed during project identification, implementation and

decommissioning. All projects are subject to environmental screening to identifu the

magnitude of effect hence subjecting the project to environmental and social impact

assessment.

Each project has a comprehensive environmental management plan that ensures project

activities are environmentally friendly.

(IID Employee welfare
The FLLoCA program does not hire new employees but rather capacity build county staff to

implement the project. The project has a clear capacity-building plan where staff are taken

to on-job training to enable them implement the project effectively.

Marketplace practices

a) Responsible Supply chain and supplier relations

The Marsabit County Climate Change Fund/FLLoCA (Financing Locally-Led Climate Action)
Project is an initiative designed to support climate resilience and sustainability efforts, particularly
in developing countries. It focuses on fostering local leadership in climate action by empowering
communities with the necessary resources and tools. It ensures good business practices; it offer
opportunities to the local business for purchase and supplies in accordance with the public
procurement and disposal act

xlv
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Responsible ethical practices outline efforts to maintain ethical and anti-corruption practices

and responsible political involvement.

The Marsabit County Climate Change Fund/ FLLoCA program maintains Ethical and Anti-
Comrption Practices through: -

a. Strong Govemance Framework: The project operates with a clear govemance structure that
promotes transparency and accountability. There are well-defined roles and responsibilities to

ensure decisions are made in the best interest of the community and stakeholders. Regular audits

and compliance reviews are conducted to identify and address any unethical or corrupt practices.

b. Zero Tolerance Policy for Comrption: The project implements strict anti-comrption
policies aligned with intemational standards, such as those set by the United Nations Convention
Against Comrption (UNCAC). Measures include robust procurement practices and regular

reporting to ensure funds are used appropriately and effrciently.

c. Political Neutrality: The FLLoCA Project avoids direct involvement in political activities

or affiliations to ensure impartiality. Clear policies are in place to avoid undue political influence

in decision-making and fund allocation. The project ensures it remains focused on its climate

action goals rather than political agendas

b) Regulatory impact assessment
I.Safeguard citizen and stakeholder's rights
In regulating and safeguarding stakeholders right, the program promotes:

Community-Cantered Approach: FLLoCA emphasizes local leadership and participatory decision-

making, ensuring that community voices are heard, especially those of marginalized or vulnerable

groups. It engages stakeholders at all levels, from local governments to civil society, ensuring

decisions reflect the needs and priorities ofthe people.

Transparency and Open Communication: Stakeholders have access to clear information regarding

project goals, funding, timelines, and outcomes. Regular consultations and feedback mechanisms

through grievances mechanism are established to address concems, adjust policies, and maintain

trust between citizens and the project team.

Safeguards for Environmental and Social Impact: The project follows established environmental

and social safeguards to minimize any adverse effects of climate action initiatives. Citizens and

stakeholders have a right to redress mechanisms, allowing them to voice concerns or seek

compensation for any unintended negative impacts.

Respect for Human Rights: The project adheres to international human rights standards, ensuring

that the rights of all citizens, including the most lulnerable, are protected. FLLoCA promotes

inclusivity, ensuring no one is excluded based on race, gender, religion, or socio-economic status.

XV
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Legal and Ethical Compliance: The project complies with national and international legal

frameworks that govem environmental sustainability, human rights, and corporate responsibility.

It works in close partnership with the National and County govemment, ensuring alignment with

local laws while advocating for the rights of stakeholders.

In summary, the FLLoCA Project works to maintain high ethical standards by upholding anti-

comrption measures, political neutrality, and prioritizing the rights and interests of citizens and

stakeholders through transparency, accountability, and inclusivity.

Community Engagements

FLLoCA embraces locally-led climate actions where ward communities take the lead. The spirit

of locally-led ensures that structure is formed and actions are happening at the lowest level of

administration which is Ward. The Ward Climate Change Planning committees from twenty has

undertaken several capacity-building trainings to effectively lead climate actions.

xvl



Financing Locally-Led Climate Action (FLLoCA) Progran - County Government of Marsabit
Annual Report and Financial Statementsfor thefinancial year ended June 30,2026

Statement of Project Management Responsibilities

The Chief Officcr Environment and Climatc Changc and thc Director are responsiblc for thc

prcparation and presentation of thc Project's financial statements, which give a true and fair vicw of

the state ofaffairs ofthe Projcct for the financial year ended Junc 30, 2026.

This responsibility includes (i) Maintaining adequate financial management arrangements and

ensuring that thesc continue to be effcctive throughout thc reporting period, (ii) Maintaining

proper accounting records, which disclose with reasonable accuracy at any timc thc financial

position of the project, (iii) Designing, implementing and maintaining internal controls relevant to

the preparation and lair presentation of the financial statement, and ensuring that they are free

from material misstatements, whether due to error or lraud, (iv) safeguarding the assets of the

project, (v) Selecting and applying appropriate accounting policies and (vi) Making accounting

estimates that are reasonable in the circumstances.

The Chief Officer for Environment and Climate Change and the Dlrector accept responsibility for

the Project's financial statements, which have been prepared on the Accrual Basis Method of

Financial Reporting, using appropriate accounting policies in accordance with Intemational Public

Sector Accounting Standards.

The Chief Officer for Environment Climate and Change and the director are of the opinion that the

Project's financial statements give a true and fair view olthe state of the Project's transactions during

the financial year ended June 30, 2026 and of the Project's financial position as at that date. The

ChielOfficer for Environment &Climate Change and the Director further confirm the completeness

ofthe accounting records maintained for the Project, which have been relied upon in the preparation

of the Project financial statements and the adequacy of the systems of intemal financial control.

The Chief oflicer for the Environment &Climate Change in the County Department of Water

Environment & Climate Changc and the Director confirm that thc Project has complied fully with

applicable Govemment Regulations and the terms of extemal financing covenants and that Project

funds received during the financial year under audit were used flor the eligible purposes for which

they werc intcnded and were propcrly accountcd for.

xvl I
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Approval ofthc Projcct Financial Statements

The Project financial statcmcnts wcrc approved by thc Chief flicer for Environmcnt and climatc

. . .2026 and signed by:

c^rr{-t c-

Ch fficer Project Coordinator

xvllt



Teleohone: +:sa-(zo) 3214ooo

1lait: inf o(AoaEkenva.go.ke

-website: www.oagkenya'go'ke

REPUBLIC OF KENYA

OF'ICE Of TII: AUDITOI.GETEIAI
I "it, ,,\! 1. , r rl tit'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI
tf,ttr!Llc oi xEllYA

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,

efficient, economic, transparent and accountable manner to ensure the Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on the Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

An Unmodified Opinion is issued when the Auditor-General concludes that the financial
statements are fairly presented in accordance with the applicable financial reporting
framework. The Report on Financial Statements should be read together with the Report
on Lawfulness and Effectiveness in the Use of Public Resources, and the Report on
Effectiveness of lnternal Controls, Risk Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Management Act, Cap. 412A and the Public Audit Act, Cap. 4128. The
three parts of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the financialstatements of Financing Locally-Led Climate Action (FLLoCA)

- County Government of Marsabit Program set out on pages 1 to 29, which comprise of

Report of lhe Auditor-General on Financing Locally-Led Climate Action (FLLoCA)Program for lhe year ended

30 June, 2A26 - County Government of Marsabit

REPORT OF THE AUDITOR.GENERAL ON FTNANCING LOCALLY-LED CLIMATE
ACTION (FLLoCA) PROGRAM FOR THE YEAR ENDED 30 JUNE, 2026' COUNTY
GOVERNMENT OF MARSABIT

PREAMBLE

I draw your attention to the contents of my report which is in three parts:



o
the statement of financial position as at 30 June, 2026, and the statement of financial
performance, statement of changes in net assets, statement of cash flows and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, Cap. 4128.1 have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Financing Locally-Led Climate Action (FLLoCA) - County Government of
Marsabit as at 30 June, 2026, and of its financial performance and cash flows for the year
then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the lnter-GovernmentalAgreement (lGA) between The
NationalTreasury and Planning, The Financing Locally-Led Climate Action Program (G-
FLLoCA) and County Government of Marsabit dated 14 March, 2023 and the Public
Finance Management Act, Cap. 4'12A.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Financing Locally-Led Climate Action
(FLLoCA) - County Government of Marsabit Management in accordance with ISSAI 130
on the Code of Ethics. I have fulfilled other ethical responsibilities in accordance with the
lSSAls and other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my opinion.

Emphasis of Matter

Budgetary Control and Performance

The under-utilization affected the planned activities and may have impacted negatively
on service delivery to the residents of Marsabit County.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Report of the Auditor-G eneral on Financing Locally-Led Climale Action (f-LLoCA)Program for the year endeil
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The statement of comparison of budget and actual amounts reflects actual receipts and
actual payments of Kshs.474,931 ,24O and Kshs.346,235,372, respectively resulting in an
under-utilization of Kshs.128,695,868 or 27o/o of the receipts.

My opinion is not modified in respect of this matter.



Other lnformation

Management is responsible for the Other lnformation set out on pages iii to xvii which
comprises the Project lnformation and Overall Performance, Statement of Performance
Against the Project's Predetermined Objectives, Environmental and Sustainability
Reporting and Statement of Project Management Responsibilities. The Other lnformation
does not include the financial statements and my audit report thereon.

ln connection with my audit of the Program's financial statements, my responsibility is to
read the Other lnformation and, in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The statement of financial performance and as disclosed in Note 8 to the financial
statements reflects supply of goods and services amounting to Kshs.165,334,245.
lncluded in the amount is expenditure of Kshs.153,000 for the supply of project signboard,
supply and installation of hardwood stakes and plastic-coated ties as per the Bill of
Quantities. However, physical verification carried out in the month of August, 2026
revealed the items had not been supplied and installed.,

ln the circumstances, value for money from expenditure project signboard, supply and
installation of hardwood stakes and plastic-coated ties could not be confirmed.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

1. Unsupplied Project Signage, Hardwood Stakes and Plastic-Coated ties at
Maikona Health Centre

30 June, 2026 County Governmenl of Marsabil
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2. lncomplete and Non-Operational Kon Gos Borehole

The statement of financial performance reflects certified works expenditure amount of
Kshs.175,830,331 . lncluded in the amount is the cost of drilling of the Kon Gos Borehole
of Kshs.4,989,900. Physical verification carried out on in the month of August, 2026
confirmed that the borehole had been drilled. However, well sanitary protection works
valued at Kshs.175,000 included in the Bills of Quantities had not been unde(aken.
Further, although the drilling works were reported as completed on 10 June,2026, the
borehole had not been equipped and was not operational as at the date of verification.

ln the circumstances, value for money from the expenditure of Kshs.4,989,900 on the
borehole has not been fully realized.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, Cap.4128, based on the audit
procedures performed, I confirm that nothing else has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards Accrual
Basis and for maintaining effective internal controls as Management determines are
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error, and for assessing the effectiveness of
internal controls, risk management and governance.

30 June, 2026 - County Governmenl of Marsabit
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ln preparing the financial statements, Management is responsible for assessing the
Project's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to terminate the Project or cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
Cap.4128.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply with the authorities which govern them, and that public resources are applied in
an effective way.

Those charged with governance are responsible for overseeing the Project's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, Cap. 4128 and the
lnternational Standards of Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, Cap. 4128. Reasonable assurance is a high level of assurance
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1Xa) of the Public Audit Act, Cap.
4128.

ReportoflheAuditor.GeneralonFinancingLocally-LedClimateAcion(FLro@
30 June, 2026 - County Government of Marsabit
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Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor's report

F , CBS
AUDITOR-GENERAL

Nairobi

25 September,2026

LtE a.!t.E

Reporl of the Auditor-Ce neral on Financing Locally-
30 June, 2026 County Government of Marsabit
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Financing Locally-Led Climate Action (FLLoCA) Program - County Government of Marsabit
Annual Report and Financial Statements for the financial year ended June 30, 2026

Revenue

68,070, t 602t4,320,5656World Bank

224,tt9,862t71,893,7736Matching Fund

292,190,O22386,214,338Total revenue

Expenses

24,t17,1571 25,522,227Administration costs

160,941,s388Supply of Goods and Services

548,95 l9 t,671,07 5Depreciation and Amortization expense

204,0 19,308ll 175,830,331Certi fied Works

389.,626,954368,359,,878Total expcnses

-97.436.,93217,854'460Surplus/ (deficit)

Statement of Financial Performance for the Year Ended 30th June 2026

The accounting policies and explanatory notes to these financial statements are an lntegral part of

S€ \Mh
i]olnl+ t<i ["

Project Accountant

ICPAK Member No: 33856
Chief Office { l'd+.ojef t coordinator
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t65,334,245

the financial statements.
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Statemcnt of Financial Position as at 30rh June 2026

'l-he financial statements were approved on 2026 and sig

r\

1Ls roJtrt oo rd inato r

q

I'roject Accountant
ICI'AK Membcr No: 33856

il
Chief Officcr

r t. \l 1
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Asscts

Currcnt Assc(s

Cash and Cash equivalents t2 t28,695,867 6,569,646

Receivables l3 3t,552,'744 il 3,700,000

'fotal Current Assets t 60,24tt,61 I 120,269,646

Non-Currcnt Asscts

Property, Plant and Equipment 9 4,46'7,255 2,383,089

'fotal Non- Currcnt Asscts 4,467,255 2,,383,089

Total Assets (a) r64,71s,866 122,,652,735

I-iabiliaies

Currcnt Liabilitics

Trade and Other Payables IO t 16,576,667 92,367,996

Total Cu rrent Liahilitics 116,57(t,667 92,367,996

Total Liabilities (b) 116.,576,667 92,367,996

Net Assets (a-b) 48,139,199 10,284,739

Representcd By:

Accumulated Surplus 48, l 39. 199 30,284,740

Total Nct Asscts 48,I t9,199 34.,284,740

Financing Locally-Led Climale Action (F-LLoCA) Program - County Governmenl of Marsabit
Annual Report and F inancial Statements for tlte financial year ended June 30, 2026

2$25-2026:il

RShi

:202t-2025

I(shs.



As at 30rh June 2024 127,721.,671 127 ,721 ,671

As at l'( ,luly 2024 127,721,671 127,721,671

Surplus/(Deficit) for the year -97,436,932 -97,436,932

As at 30th Junc 2025 30,284,739 30,284,73<)

As at l't July 2025 30,284,739 30,2114,739

Surplus/(Deficit) for the year 17,854,460 17,854,460

As at 30(h .Iunc 2026 48,139,199 48,139,199

Financing Locally-Led Climale Aclion (FLLoCA) Progrant - County Governmenl of Morsabit
Annual Report ond Financial Statementsfor tltefinancial year ended June 30, 2026

Statemcnt of Changcs in Net Asscts

The accounting policies and explanatory notes to these financial statements fiorm an integral part
of the financial statcme nts.

The financial stat ts were approved on 344 2026 and si b

Chief r
lS".*1.....
Projcct Coordinator Projcct Accountant

ICPAK Membcr No: 33tt56(-.
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Financing Locally-Led Climale Action (FLLoCA) Program - County Governmenl of Marsabit
Annual Reporl ond Financial Stalementsfor thelinancial year ended June 30, 2026

Statement of Cash flow for the year ended 30rh June 2026

Cashflow from operating activitics

Receipts

182,'767,821 68,070, 160World Bank Grant

110,419,862285,593,773Matching Fund

468J61,594 178,490,022Total receipts

Payments
')< <)1 ))1 24,085,657Administration costs

88,751,839208,293,347Supply of goods and services

r08,662,558 183,872,51 ICertified Works

342,478,132 296,710,007Total payments

(l18rt9,985)125,883,462Net cash flow from operating activities

Cashflow from investing activities

-3,757,240 -2,932,040Acquisition ol non-fi nancial assets

-3,757240 -2,932,040Net cash flows from investing activities

Casi; flow from financing activitics

0Specifu the activity

Net cash flow from linancing activities

t22,126,222 (t2t,ts2,02s)Net increase/Decrease in cash and cash equivalents

ll 6,569,646 127 ,72t,671Cash and cash equivalent at l't July 2025

ll 128,695,868 6,569,646Cash and cash cquivalent at end June 2026

IIII
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Financing Locally-Led Climale Action (FLLoCA) Program - Counly Government of Morsabil
Annual Report and Financial Slalemenls for the finoncial 1tss7 ended June 30, 2026

Previous Year: Statement of Comparison of Budget and Actual Amounts for the Year ended 30th June 2025

Budget notes
) The difference between the total original budget and the final budget revenue amounting to Kshs. 113,700,000 was due to additional

Matching Fund allocations from the County Government through a supplementary budget.

} The receipt difference of Kshs. 11212,67l in World Bank Grant was due to additional funding exceeding expectations by 2%.

) The difference of Kshs. 117,280,138 between Actual receipt and Final budget receipt in Matching Fund was due to delay in

disbursement of Kshs. 113,700,000 and unrealized receipt of Kshs.3,580,138 from original budget of Kshs. 114,000,000.

Kshs KshsKshs Kshs Kshs

1000h127,721,671 0 127,721,671 127,721,671 0Budget Carry Overs from previous periods

Receipts

68,070,1 60 -1,212,67 | 102%World Bank Grant 66,857,489 0

48%114,000,000 1 13,700,000 227,,700,000Matching Fund

I13,700,000 422,279,160 306,211,693 116,067,467 73"Total Revenue 308,579,160

Payments

13,000,000 38,709,3 l0 24,085,657 t4,623,653 62%Administration costs 25,709,310

91,683,879 5 I ,885,971 64%93,369,850 50,200,000 143,569,850Use of goods and services

240,000,000 183,872,51 I 56,127,489 77YoCertified Works 189,500,000 50,500,000

422,279,160 299,612,047 122,637,113 71"/"Total Payments 308,579,160 I13,700,000

-6,569,646 2rrh6,569,646Surplus

\ctuaI on.
omDarabl

tludget
iilizatior
ifferencr

e-c-d

"lt of
tilization

l) f=tllc'Yo

66,857,489

I 10,419,862 I 17,280,138
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Actual Surplus Amounts as per the statement of Budget 6,569,646

Closing Cash and Cash Equivalent as per the statement of Cash flows 6,569,646

Budget Reconciliation

Current Year: Statement of Comparison of Budget and Actual Amounts for the Year ended 30th June 2026

Explanation of Significant Budget Variances
The overall budget utilization during the year was 73" wilh an under-utilization of 27oA that translates to Kshs.128,695,868. The
significant variance was mainly attributable to the delayed disbursement of donor funds which affected the timely implementation of

Kshs Kshs Kshs KshsKshs

6.569,646 0 6,569,646 6,569,646 0 l00Yo
Budget Carry Overs from
previous periods

Receipts

World Bank Grant 183,034,860 183,034,860 182,767,82t 26',7,039 l00o/o

285,593,773 0 285,593,773 285,593,773 0 1000hMatching Fund

Total Revenue 475,198,279 0 174,931,,240 267,039 100,,,h

Payments

27,034,860 0 27,034,860 25,522,227 1,512,633 94%Administration costs

Supply ofgoods and
servlces

21 2,000,000 2l 2,000,000 2r2.050.s87 -50,587 1000h

236,163,419 0 236,t63,419 108,662,558 127,500,861 46%Certified Works

Total Pavments 475,198,279 475,198,279 346,235,372 128,962,907 73"h

Surplus 128,695,868 -128,695,868 Ll /at

A.rirount in Kshs

rn

hk
qGI Urlttizltllo,
Diffcrence

'7o Ol

lilization

475,198,279

0
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planned activities and projects. The delay in receipt of funds constrained the programme's ability to undertake and complete some of the
budgeted activities within the financial year.

The under-utilization was particularly significant in the Certified Works budget, which recorded utilization of 46"h. This was primarily
due to delays in the procurement and commencement of planned works, slow progress of ongoing works and certification of works at lower
values than initially budgeted. Some planned works had not reached the requisite stages for certification and payment by the end of the

financial year and were consequently carried forward for implementation in the subsequent financial year.

Bud et Reconciliation

r28,695,868Actual Surplus Amounts as per the statement of Budget

128,695,868Closing Cash and Cash Equivalent as per the statement of Cash flows
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Notes to the Financial Statements

l. General Information
The Marsabit Climate Change Fund is established by an Act of County Assembly of Marsabit and

derives its authority and accountability from The Marsabit Climate Change Fund Act, 2020

(Act No. 2 of 20201. The Fund is whotly owned by the Government of Kenya and is domiciled in

Kenya. Its principal activity is to provide a legal framework to create and manage a dedicated

Climate Change Fund at the county level, enabling localized action on climate adaptation and

mitigation.
2. Statement of Compliance and Basis of Preparation
The Financing Locally-Led Climate Action (FLLoCA) Project's Financial Statements have been

prepared in accordance with and comply with International Public Sector Accounting Standards

(IPSAS). The financial statements are presented in Kenya shillings, which is the functional and

reporting currency of the entity. The financial statements are prepared on accrual basis.

8
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The entity has, however, taken advantage ol the transitional provisions under IPSAS 33.

Consequently, these are the entity's second year transitional financial statements.

In line with IPSAS 33, certain elements of the financial statements have not yet been fully
recognized, measured, or presented. Specifically, the entity has elected transitional reliefs in

respect of: Provisions and contingent liabilities for either recognition or disclosure ifthere will be

such going forward.

Steps Towards Full Compliance:

The entity is progressively implementing measures to achieve full compliance with accrual IPSAS

within the allowed transitional period, including:

l. Capacity Building: Ongoing training of finance staffon accrual IPSAS requirements.

2. Systems Strengthening: Upgrading financial management systems to capture and report accrual-

based information.

3. Asset Management: Conducting asset verification, valuation and registration exercises to ensure

complete recognition of assets.

4. Progressive Recognition: Cradually incorporating previously unrecognized elements into the

financial statements in accordance with IPSAS 33 transitional provisions.
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3. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if the

transfer is flree 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.
ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The eflective yield discounts
estimated future cash receipts through the expected Iife of the financial asset to that asset's net
carrying amount. The method applies this yield to the principal outstanding to determine interest
income each period.

b) Budget information
The original budget for FY 2025-2026 was approved by the County Assembly of Marsabit. There
were no subsequent revisions or additional appropriations made to the approved budget. The
entity's budget is prepared on a different basis to the actual income and expenditure disclosed in
the financial statements. The financial statements are prepared on accrual basis using a
classification based on the nature olexpenses in the statement offinancial performance, whereas
the budget is prepared on cash basis. The amounts in the financial statements were recast from the
accrual basis to the cash basis and reclassified by presentation to be on the same basis as the
approved budget. A comparison ofbudget and actual amounts, prepared on a comparable basis to
the approved budget, is then presented in the statement of comparison of budget and actual
amounts. In addition to the Basis difference, adjustments to amounts in the financial statements
are also made for differences in the formats and classification schemes adopted for the presentation
ofthe financial statements and the approved budget. A statement to reconcile the actual amounts
on a comparable basis included in the statement of comparison of budget and actual amounts and
the actuals as per the statement of financial performance has been presented on page six (6) of
these fi nancial statements.

c) Property, plant and equipment
Depreciation is calculated on a straight-line basis annually regardless of the date of purchase and

carrying amount written-off. After the useful life of the assets.

The annual depreciation rates are as follows-:
Furniture, Fixtures and fittings 12.5%

Computer and ICT Equipment 33.3%

All property, plant and equipment are stated at NBV since they were acquired during the year

under review and delivered in the same period. Hence, depreciation was provided for. Cost
includes expenditure that is directly attributable to the acquisition of the items. When significant
parts ofproperty, plant and equipment are required to be replaced at intervals, the entity 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 hnd equipment as a replhcement if the recogniti6n criteria are satisfied. AII other repair

and maintenance costs are recognized in surplus or deficit as incurred. Where an asset is acquired

9
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in a non-exchange transaction for nil or nominal consideration the asset is initially measured at its

fair value.

Notes to the financial statements

d) Leases

Finance leases are leases that transfer substantially the entire risks and benefits incidental to

ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at the

commencement oflthe lease at the fair value of the leased property or, if lower, at the present value

of the luture minimum lease payments. The Entity also recognizes the associated lease liability at

the inception o[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 oflthe lease liability to achieve a constant

rate of interest on the remaining balance ofthe liability. Finance charges are recognized as finance

costs in surplus or deficit. An asset held under a finance lease is depreciated over the useful life of
the asset. However, if there is no reasonable certainty that the Entity wiltobtain ownership of the

asset by the end ofthe lease term, the asset is depreciated over the shorter of the estimated useful

life otthe asset and the lease term.

f) Research and development costs

The Entity expenses research costs as incuned. Development costs on an individual project are

recognized as intangible assets when the Entity can demonstrate:

use or sale.

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 benefit. During the period of development, the asset is tested for impairment

annually with any impairment losses,recognized immediately in surplus or deficit.

t0

e) Intangible assets

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 amoftization and

accumulated impairment losses. Intemally generated intangible assets, excluding capitalized

development costs, 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. Intangible assets with an indefinite useful life are assessed for
impairment at each reporting date.
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Notes to the financial statemcnts

g) Financialinstruments
IPSAS 4l addresses the classification, measurement and de-recognition of financial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. The entity does not have any hedge relationships and therefore the new hedge

accounting rules have no impact on the Fund's financial statements. A financial instrument is any

contract that gives rise to a financial asset ofone entity and a financial liability or equity instrument

of another entity. At initial recognition, the entity measures a financial asset or financial liability
at its fair value plus or minus, in the case of a financial asset or financial liability not at fair value

through surplus or deficit, transaction costs that are directly attributable to the acquisition or issue

ofthe financial asset or financial liability.

Subsequent measurement
Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments ofprincipal and interes! and that are not designated at fair value through

surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is
subsequently measured at amortized cost and is not part of a hedging relationship is recognized in

profit or loss when the asset is de-recognized or impaired. Interest income from these financial

assets is included in finance income using the effective interest rate method.

il

Financial assets

Classification
The entity classifies its financial assets as subsequently measured at amortised cost, fair value

through net assets/ equity, or fair value through surplus and deficit on the basis ofboth the entity's
management model for financial assets and the contractual cash flow characteristics of the

financial asset. A financial asset is measured at amortized cost when the financial asset is held

within a management model whose objective is to hold financial assets in order to collect

contractual cash flows and the contractual terms ofthe financial asset give rise on specified dates

to cash flows that are solely payments of principal and interest on the principal outstanding. A
financial asset is measured at fair value through net assets/equity if it is hetd within the

management model whose objective is achieved by both collecting contractual cashflows and

selling financial assets and the contractual terms of the financial asset give rise on specified dates

to cash flows that are solely payments of principal and interest on the principal amount

outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it is
measured at amortized cost or fair value through net assets/equity unless an entity has made an

irrevocable election at initial recognition for particular investments in equity instruments.
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Notes to the financial statements

Fair value through net assets/ equity
Financial assets that are held for collection of contractual cash flows and for selling the financial

assets, where the assets' cash flows represent solely payments of principal and interest, are

measured at fair value through net assets/equity. Movements in the carrying amount are taken

through net assets, except for the recognition of impairment gains or losses, interest revenue and

foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Fair value through surplus or deficit
Financial assets that do not meet the criteria for amortized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the entity

manages financial assets with the objective of realizing cash flows through solely the sale of the

assets would result in a fair value through surplus or deficit model.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the year-

end.

Im pairment
The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated with

its financial assets carried at amortized cost and fair value through net assets/equity. The entity

recognizes a loss allowance flor such losses at each reporting date. Critical estimates and significant
judgments made by management in determining the expected credit loss (ECL) are set out in Nore

xx.

h) Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is

its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for,

as follows:

D Raw materials: purchase cost using the weighted average cost method.

F Finished goods and work in progress: cost ofdirect materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity but excluding

borrov(,ing 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
t2

Financial liabilities
Classilication
The entity classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.
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nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost.

Notes to the Iinancial statements
Inventories (Continued)

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 Marsabit County Climate Change

Fund/Financing Locally-Led Climate Action Project.

i) Provisions
Provisions are recognized when the Marsabit County Climate Fund 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 o[the obligation. Where the Entity expects some or all of a

provision to be reimbursed, for example, under an insurance contract, the reimbursement is

recognized as a separate asset only when the reimbursement is virtually certain. The expense

relating to any provision is presented in the statement of financial performance net of any

reimbursement.

Contingent liabilities
The Fund does not recognize a contingent liability but discloses 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 Fund does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence ofone or more uncertain future events

not wholly within the control of the Fund 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 benefits or service

potential willarise and the asset's 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.

j) Nature and purpose of reserves

l3

The Fund creates and maintains reserves in terms of specific requirements. The reserves are

generally available for any future needs or contingencies.

k) Changes in accounting policies and estimates

The Fund recognizes the effects ofchanges in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.
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Notcs to the financial statements

l) Employee benefits

Retirement benefi t plans

The Fund does not provide retirement benefits flor its employees and directors as allengaged staff
of the project are employees olCounty Govemment of Marsabit.

m) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date of the transaction. At each reporting date, foreign currency monetary items are translated

using the closing rate. Non-monetary items measured in historical cost are translated using the

exchange rate at the date of the transaction and those measured at fair value are translated using

the exchange rates at the date when the fair value was determined. Exchange differences arising

from the settlement of monetary items or translation of monetary/non-monetary items at rates

different from those at which they were initially reported are recognized in surplus or deficit in

the period.

n) Borrowing costs

Bonowing costs are capitalized against qualifoing 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. Further borrowing costs are charged to the statement of financial performance

o) Related parties

The Entity regards a related party as a person or an entity with the ability to exert control

individually or jointly or to exercise significant influence over the Entity, or vice versa. Members

ofkey management are regarded as related parties and comprise the directors, the principal and

senior managers.

Notes to the financial statements
p) Serviceconcessionarrangements
The Entity analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. ln particular,

where a private party contributes an asset to the arrangement, the Entity recognizes that asset

when, and only when, it controls or regulates the services. The 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, the Entity also

recognizes a corresponding liability, adjusted by a cash consideration paid or received.

q) 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 ofcash and are subject to insignificant risk ofchanges in value.

t4
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Bank account balances include amounts held at the Central Bank of Kenya and at various

commercial banks at the end of the financial year.

r) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30,2026.
Notes to the linancial statements

4. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Fund's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure ofcontingent 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 periods.

Estimates 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 a material adjustment to the carrying amounts

of assets and tiabilities within the next financial year, are described below. The Entity 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 Entity. Such

changes are reflected in the assumptions when they occur. IPSAS I . 140

Useful lives and residual values

The useful lives and residual values ofassets are assessed using the following indicators to inform

potential future usc and value from disposal:

processes.

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Note 14.

Provisions are measured at the management's best estimate of the expenditure required to settle

the obligation at the reporting date and are discounted to present value where the effect is material.

l5
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Notes to thc financial statcments

6. Revcnue Transfers

CCRI (Climale Change Resilience Inveslmenl) Funding Purpose:

i. To support counlies and local communities in building resilience to climate change.

ii. Finances projects that reduce vulnerability of communities to droughts, floods and other

cl imate-re lated ris ks.

iii. Aims at strengthening adaptive capacity, safeguarding livelihoods, and promoling

sustainable natural resource management.

iv. Ensures inlegration of climate change measures into county planning and developmenl.

a) Details to Revenue Transfers

Conditional Transfers

Transfers lrom World Bank 214,320,565

Matching Fund 171,893,773

Total Conditional Transfers (b) 386,214,338

386,214,338Total Transfers for the Year (a + b)

K.shs Kshs Kshs Kshs

Matching Fund t71,893,773 17 t,893,773

World Bank 2t4,320,565 214,320,565

Subtotal 386,214,338 0 0 386114,338

Deferred Income realized

Transfers in Kind

Total 386,214,338 0 0 386r14,338

l6
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KShs

Namc of 'I'hc Entitl
1'ransl'erring

Amount
rccogn izcrl

to Statement

of Financial
pcrformancc

Amount
dcfcrred

undcr
tlcfcrrcd
inconre.

Amount
moved to

C'apital fund

Total
transfers

(2025-2026)
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Notes to the financial statements

7. Administration Costs

8. Supply ofGoods and Services

Notes to the financial statemcnts

9. Depreciation and Amortization expense

10. Certi{icd Works

Support to Climate Change Unit 25,522,227

25,522,227Total

165,334,245Supplies and services

165,334,245Total

1,673,075Property, Plant and Equipment

Total 1,673,075

Water Works t59,092,943

Agriculture Works 9,786,804

Environmental Works 6,950,583

175,830,330Total

Cash in Bank 128,695,868 6,569,646

Cash on hand

128,695,868 6,569,646Total Cash and Cash Equivalents

t7

Des

Notes to the financial statements
11. Cash and Cash Equivalents

lres
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Notes to the financial statements
Project Bank Accounts

Foreign Cu rrcncy Accou nts

Central Bank of Kenya A/c No:

q
_0Total Foreign Currency balances

Local Cu rrency Accou nts

128-691868 6,569,646

6;@$46128,6e5,868Total local currency balances

128.695.868 ffi69.646Total bank account balances

t8

z02s-2021

KShs

2025

l(sns

Central Bank ofKenya A/c No:1000506587
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Ageing analysis for Receivables

13. Inventorics

113,700,000Counter Part Funding

IDA World Bank 3t,552,744

I13,700,000Total Receivables

2025-2026
7o ofthe

total

Compar
ative
FY

"/" of
the

total

t00%Less than I year 3t,552,744

Between l- 2 years

Between 2-3 years

Over 3 years

31,,552,744Total (a+b)

Consumable stores

Construction stores

O t he rs co nsumab le s (s pe c ifi)
Less: allowance for impairment

Total inventories

t9

1025-2026

Kshs

3l,552,744

Notes to the Financial Statements (Continued)

12. Receivables
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Notes to the.financial statements

14. Property, Plant and Equipment

12.5ol' 33.3"Depreciation rate
1,786,803 596,281 2,383,090As At I July 2025 (opening balances)

Additions 3,75',7,240 3,757,240

As at 30'h June 2026 I,786,803 4,353,527 6,1,10,330

Depreciation And Impairment
As at I July 2025 255,258 293,693 548,951

Depreciation charge for the year 223,350 t,449,724 1,673,074

(478,608) (2,222,025)As At 30th June 2026

Net Book Values

As at l't July 2025 1,786,803 596,281 2,383,089

As at 30th June 2026 I,563.453 2.903,802 4,167,255

20

(1,743,417)
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Notes to the financial statements

15. Trade and Other Payables

Notes to the financial statements

I 6. Third-Party Deposits

I

116,576,667 92,367,997Trade payables

116,576,667 92,367,997Total trade and other payables

2025-2026

7o ofthe
Total

Comparati
vc

FY
7o ofthe

Total
100Under one year 1r6,576,667

l-2 years

2-3 years

116,576,667 r00 0 0Total (tie to above total)

Contractor's Retention

Gratuity

O t he r depo s it s 
1 
s pe c ify)

Total deposits

"h of the
Total

%" of the

TotalAgeing analysis: (Refundable deposits)

Under one year
I -2 vears

2-3 vears

Over 3 years

00 0 0Total

2t

Ltlt

l\sns

Ageing analysis: (Trade and other
payables)

Over 3 years

I

2025-2026
Comparative

FY
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Deferred Income

Deferred lncome Movement Schedule

World Bank

County Government of Marsabit

Total Deferred Income 0 0

Kshs Kshs Kshs Kshs

Balance as at lst July 2025

Additions
Transfers To Performance

Statement as Revenue

Balance as at 30th lune 2026 00 0 0

22

2025-2026

Kshs

ult, 2025

K.shs

opnr en

'tner I
Othe
sDecr
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17,854,460 -97,436,932Surplus/Deficit for the year

Adjusted for:
548,9511,673,075Depreciation

Working capital adjustments
92,367,99624,208,67 |Increase in payables

-1r3,700,000Decrease in Receivables

-l18,219,985125,883,462Net cash flow from operating activities

Notes to the financial statements

17. Cash Generated from Operations

The total of this statement should tie to the cash Jlow section on net cash Jlows from/used in

operalions.

18. Special Deposit Accounts

Below is the Special Deposit Account (SDA) movement schedule, which shows the flow of

funds voted in the year. These funds have been reported as grants received in the year under the

Statement of Receipts and Payments.

23
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19. Related Party Disclosures

Nature of related oartv relationshios

Entities and other parties related to the FLLoCA Program include those parties who have ability

to exercise control or exercise significant influence over its operating and financial decisions.

Related parties include management personnel, their associates and close family members.

Government of KenYa

The Government of Kenya is the principal shareholder of the Fund, holding 100% of the Fund's

equity interest. The Govemment of Kenya has provided full guarantees to all long-term lenders of

the Entity, both domestic and extemal.

(i) MARSABIT COUNTY CLIMATE CHANGE
FUND A"/c NO: 1000506587

127,721,6712'7,90t,650Opening balance

292,t90,022Total amount deposited in the account

354,661,594 299,642,047Total amount withdrawn

253,867,376 392,01 0,043Total amount withdrawn

r 28.695.ti68 27.90I .650Closing balance (as per SDA bank account
reco n cil iolion attac h ed)

24

Notes to thc financial statements

Srrecial Deoosit Accounts Movement Schedule

Description 2025-2026

The Special Deposit Account reconciliation statemenl has been altached as an Appendix
supporting this closing balance.
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Transactions with related parties

a) Sales to related parties

Sales of electricity to govt agencies

Rent income from govt. Agencies

Others (specify) e.g. interest and bank charges

Total
B) purchases from related parties

Purchases of electricity from KPLC

Purchase of water from gov,t service providers

Rent expenses paid to govt agencies

Others (specify)

Total

2t4,320,565

b) Grants /Transfers from the Government
Grants from World Bank

Marsabit County Matching Fund t71,893,773

Total 386,214,338

c) Expenses incurred on behalfofrelated party
Payments of salaries and wages for xxx employees

Payments for goods and services for xxx
Total
d) Key management compensation

Directors' emoluments

Compensation to key management

Total

25

Notes to the financial statements

Other related oarties include:

i) The Parent Ministry.
ii) County Govemments

iii) Other SCs and SAGAs

iv) Key management.

v) Board of Directors.

)esr
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Notes to the financial statements

20. Events after the Reporting Period

There were no material adjusting and non-adjusting events after the reporting period.

21. Ultimate And Holding Entity

The Fund is a Semi-Autonomous Govemment Agency under the National Treasury. lts ultimate

parent is the Government of Kenya.

22. Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs.

26
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13. Annexes

Annex l: Prior Year Auditor-General's Recommendations

OAG/IRO/FLLOCA

M/20241202s(t4)

1. Construction

of Garba

Water pan

During the implementatlon
of Phase I, the contractor
undertook compaction of
materials as per the project
specifications. However, the
works were adversely
affected by heary
downpours and flooding
originating from the
Ethiopian highlands, which
resulted in the washing away
of the compacted soil. This
unforeseen climatic event
impacted the progress and
integrity of the completed
works.

The additional works arising
from both the unforeseen site
conditions and weather-
related impacts have been
incorporated into Phase II of

Resolved

27
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the project, which is
scheduled for
implementation in the FY
2025 /2026 budget cycle.

2. Delays in

Distribution

and

Installation of

Energy

Saving Jikos

Currently, all the beneficiary
ECDE centres are fully
utilizing the installed jikos,
contributing to energy
efficiency and reduced
firewood consumption in
school feeding programs.

Resolved

3. Undelivered

works on

Establishment

of tree

nurseries and

building of

Gabions.

Currently, all four nurseries

are fully operational, stocked

with approximately 30,000

seedlings and contributing to

environmental conservation

and afforestation under the

climate change programme.

Resolved
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Guidonce Noles:

Chief Officer t(.f [u*,,.-[
Project Coordinator

I
2

3

4

Use the same reference numbers as contained in the extemal audit report;
Obtain the "lssue/Observation" and "management comments", required above, from final external audit report that is signed

by Management;
Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsible
for implementation of each issue;
Indicate the status of "Resolved" or "Not Resolved" by the date of submitting this report to National Treasury.
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Annex 2: Reconciliation of inter-entitv transfers

The above amounts have been communicated to and reconciled with the Parent Ministry/State Department

Z\l.\

roJec oo
AL^[.

rdlnator,

c0:^, : " ' . rilT

A Marsabit Count-l' Counterpart Funding
Bank Statement

Date
Amount (Kshs)

2025-2026

01-07 -2025 I 13.700,000

03- l0-2025 30,000,000

09-04-2026 55.653,919

03-07-2026 86,239,854

285,593,773

t] IDA World Bank 18,303.447 2025-2026

26-02-2026 164.464,374

Total 182,,767,821

Total (A+B) 468,361,594

II
III

Financing Locally-Led Climate Action Project

30

I,
,I

Brcali donn of transfers frirm 'thc l\{arsahit Countv Reverrue Fund
N F nmectroP ,o ac h (cd 'l nla e

Total

03- l0-2025

iI
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Annex 3: Fixed Asset Register

Annex 4:

2.042,060 2,042,060Furniture and fittings

3,757,240 4,647,220ICT Equipment

6,689,280Total 2,932,0.10 3,757,240

3l

I I isto rical
Cost h/f
(Kshs)

Previous
Yeir r

;\dtlitions
during tlrc Disposlls

during thc vcar
(Kshs

Transfcrs
in/(out) tluring

the vear

I I istorical ('ost c/f
(lishs)

Cu rrcnt Ycar'
Asset class

) ear
(Kshs)

889,980
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COIJ I\I'TY GO\/EFI.IIT\/IEIVT OF A,dAR.SABIT F-(>- 30
FTI\I./\FICII\IG I-OCAI-I-}'-I-ED C I-I T\'/IA'TE AC'I-IlON P FT'OJ EC'T
BAI\I K ttECOl\ CII-I A'I-ITOIY tlEPofa.'I. AS AA- 3().h Jrtne 2026

t<sr{- c.I-s KSH. C-I-S
IBAI\K E}AI-AI\CE A.S PEFR BAI{K S-TA'T E \/I E I\'T 130-565.764

T--ESS
I Pa).rrrent in cashbook not in bank <2,494.366.4s>
2 R.eceipts

I

in bank ncrt in castrl>ook
Su lr-tot-l -2.494.366

A.<td
3 Pa.).rrrcrrt in lrank not in caatrlrook 624.466
4 Fl€ceitrta, irt caslrlrook rrot irr bo.rrk

Srtb-total 624.466

f}A.T! K E}AI-AIYCE A.S PET'. CA.SHBOOK t2a-695-8167

"f certify ttrat f tranze rzerified ttle Elank Elalarrce irr the castr book \! ittr the bank staternent arrd
ttra.t ttr e a.l>orze reconciliation is ccrrrect"

-tlon: Fr,.and Accoa.rrrtaart8ls!r-t..c:- Uff;il'Z Dcaagrt

J/.

D-tG: ,.4,/09/26
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