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l. Acronyms and Glossary of Terms

a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

Board of Management

Institute of Certified Public Accountants of Kenya

International Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings

b) Glossary of Terms
Fiduciary Management The key management personnel who had financial responsibility

lll
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2. Key Entity Information and Management

a) Background information

The Talra River County Climate Change Fund is established by and derives its authority and
accountEbility from Tana River County Climate Change Fund Act,2021 on I't November,202l.
The Fund is wholly owned by the County Covernment of Tana River and is domiciled in Kenya.

The furtd's objective is to provide funding for climate change activities identified in the County
climate change action plan and county climate finance framework and for connected purposes.

The Fund's principal activities are-climate resilience assessments,implementation of climate
change response projects proposed by ward planning committees and approved by the planning
committee,climate change research and knowledge management in the County,conduct public
educatibn,sensistisation and awareness creation on climate change and its impacts and any other
activity,projects and interventions recommended by the planning committee and approved by the
steering committee.

Princi;al Activities

The principal activity/mission/ mandate of the Fund is to provide funding for climate change
activities identified in the County climate change action plan and county climate finanie
framework and for connected purposes.

b) Fund Administration Committee

c) Kcy Management Steam

I H.E Mahat Loka Chairperson

2 Mathew Babwoya Secretarv

J Brenda Mokaya Member

4 Mwanajuma Hiribae Member

5 Joshua Jarha Member

6 Beatrice Hidavu Fund Administrator

I Beatrice Hidavu Fund Accountant

Abdullahi Omar Said

-)
Kuso Hussein Kuso Assistant Director Climate Change

lv
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Key Entity and Management (Continued)

d) Fiduciary Oversight Arrangements

Here, provide a high-level description of the key fiduciary oversight aruangements covering

(say) :

P.O. Box 29 - 70101
Trade Building
Posta Road
Hola, KENYA

f) Fund Contacts

Telephone: (25 4) 07 234 5 5097
E-mail: tanarivercounty.go.ke
Website: www.tanarivercounty. go.ke

I Directorate Internal Audit CPA Charles Njuguna

g) Fund Bankers

SN' Position Namt

e) Registered Oflices



Tana r County Climate Change Fund
ear ended June 30, 2023

Central Bank ofKenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Kenya Commercial Bank
P.o box 100 - 70101
Hola

vl
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Key Entity and Management (Continued)

h) Independent Auditors

Auditor General
Office ofthe Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya
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Mahat Lokal.H Holds a Degree I Business Management from the
University of East African University
Currently serving as the Deputy Governor of Tana
River and Chairperson ofthe Steering Committee

w Babwoya2 Holds Masters in Economics, Bachelor of Arts in
Economics, Certified Public Accountant I

Currently Serving as CECM Environment &
Climate Change and the secretary to the Steering
Committee.

a Mokaya3.8 Holds MBA Finance , Certified Public Accountant
ofKenya finalist and a member of ICPAK
Cunently serving as the CECM Finance and
Economic Planning

v t

3. Fuld Steering Committee
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4. Mwanajuma Hiribae 42years old, Hold Bsc Mathematics. She is
currently the serving CECM Laads & Physical
Planning and acting County Secretary.

5 Joshua Jarha

E

6 Beatrice Hidavu

t

Was born on23/0611984 schooled at Mau Mau Girls
sec school from the year 1999 -2002

A holder of CPA SEC IV
Accountant attached to the depatmebt of PSMA
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Currently serving as CECM Department of Health
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4. Ma ement Team

Was born on 06/l lll972. Hold bachelor in Bsc
Environmental Healtlr, Diplomain Environmental
Health Science

Currently serves as the Director of Climate
Change

ullahi Omar Said

ice Hidavu

I A

I

I

,

I

2.8 Was born on 23106/1984 schooled at Mau Mau
Girls sec school from the year 1999 -2002

A holder of CPA SEC IV
Accountant attached to the depatmebt of PSMA

I

Holds a Bachelor in Environmental Health
Science.

Currently serving as an Assistant Director in the
Department of Environment and Climate Change

Fund Administrator will feature under both the 'Board' and 'Management'Note:
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County Exchequer.Howerver as at the closure of the financial year the Fund received
illion out of which Kshs.l lMillion was for recurrent expenditure and Kshs.S0Million
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also managed to train climate Change unit (ccu) staff whose main mandate is to
citizens on climate change issues

2023-

Omar

2024 the Fund has laid out strategies to help combat climate change effects as
strategic plan.

tor

x t



Tene River County Climate Change Fund
Annuel Report and Finencial Statements for the year ended June 30,2023

7. Statement of Performance Against the County Fund's Predetermined Objectives

Section 164 (2) (f) of the Public Finance Management Act,2012 requires that, at the end of

each linancial year, the accounting ofticer when preparing financial staternents ofeach

County Government entities in accordance with the standards and formats prescribed by the

Public Sector Accounting Standards Board includes a statement ofthe county government

ent ity's performance against predetermined object ives.

The key development objectives ofthe Fund as per the strategic plan for FY 202212023 ue

Prevent disasters occurrences, hepare and *ockpiling for the preparations towards disasters;

mitigate the effects of disasters and Timely response to disasters

Progress on the attainment of Strategic development objectives

Below we provide the progress on attaining the stated objectives:

to

Provision
Mortgage
facilities
members
staff

of

to all
of

To ensure all
staff have access

to Mortgage
facililies

Number
mortgages
successfully
applied

% of stafftaking
Mortgage
facilities

During FY ,20
Members of
staff accessed
the fecility and
were able build
their own
houses

Program 2 Objective outcorne indicator Performance

xlv
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8. Corporate Governance Statement

Tana River County is prone to a myiad disaster risks and hazards such as droughts, floods,

conflicts, human and Livestock disease epidemics among others. The most common hazards

experienced in the county are associated with geographical and climatic conditions, which
include Drought and Floods. Floods occur seasonally while droughts are periodic and cyclic
in ndure. The occurrence of Conflict on the other hand has been largely associated with
comPetition over scarce and diminishing resources. Other hazards such as fires and mass

casutlty accidents are rare events but potentially highly destructive when they occur. The

occulrence of disasters leads to disruption ofthe communities' livelihoods, loss of human

and animal lives, and destruction of infrastructures and diversion ofplanned use ofresources
at thc county for use to respond to these disasters.

The County Government plays a key role in the strategic planning and management of
disasler risk and response management. To this end, it is imperative for the County to
devebp an effective and efficient policy framework for disaster management which focuses

on suitable preparedness and response to disasters as part ofcounty planning mechanism and
to facilitate eflective and timely response to disasters.

xv

Insuficient funding for disaster risk management and lack of proper planning has led to far
reaching economic and social consequences, which in turn has aflected economic groMh of
the county ofTana River and negated the gains achieved as well as the eflorts by the County
Govomment to eradicate poverty and better the lives of the County residents.

This policy recognizes the existing infrastructures for disaster management at the County and
provides an inclusive and harmonized system for disaster risk management at the County.
The policy outlines elaborate strategies, institutions and funding mechanisms for various
interventions for reducing disasters risk through enhanced participation ofall stakehotders. It
also hys the foundation for eflective and better coordination ofthe stakeholders involved in

managing disaster risks at the County. Fu(her the policy sets out standardized functions of
varioUs County agencies on disasters and provides linkages with various state and non-state

actors in disaster risk management.

The implementation of this policy will assist in establishing a seamless and well-coordinated
disastcr risk management systems and process that will ensure timely and efficient planning
and response to disasters and help in saving lives, protecting livelihoods, infrastructures and

the environment and build resilient communities and institutions.
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Appointment of members of the Tana River County Climate Change Management Fund

Committees took place within the period.

The Committee held a number of meetings on different places including Malindi and at the

Governor's residence

xvi
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ent Discussion and Analysis

a long discussion with the committee members, the committee agreed to undertake the

lb payments as a way of Capacity building and ensure smooth running of office

isition of office furniture worth kshs. 900,000/=

mmittee Allowances worth 1,499,900

o

2
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Environ mental and Sustainabilify Reporting

To protect and improve the environment and natural resources for the people Tana River County
and Kenya, through environmental awareness, execution of laws and regulations, social
contribution and strengthening initiatives for sustainable environmental and natural resources
management

l. Sustaipability stratery aod profile

2. Tana River County Government through its mission statement aims to ensure effective

and accountable leadership, promotejust, democratic and secure environment and

establish strong governance institutions to empower citizens, for the achievement of
socio-economic development. It aims to realise a democratic political system founded on

issue-based politics, respect to the rule oflaw and protection ofthe rights and freedoms

ofevery individual espousing principle ofgood governance by advocating for integrity,

transparency, accountability, devolution of power and sustainability in implementation of
all development programmes and projects.

The purpose of the Tana River County Climate Change Act is meant to address the growing

environmental and mitigation of climate change. This will protect the environment for the

current and future generations and progressively strive to meet the realization ofthe right to

healthy and clean environment.

The key interventions the county will focus on are:

o Increasing forest cover

o Control of air, land and water pollution.

o Management and conservation ofenvironment and natural resources

o Law enforcement on climate change mitigations

o Control of noise pollution

o Control and management of sand harvesting

xvlll

3. Environmental performance

Outline clearly, environmental policy guiding the organisation, provide evidence of the policy.

Outline successes, shortcomings, eflorts to manage biodiversity, waste management policy and

efforts to reduce environmental impact of the organisation's products.
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9. Re fi of The Trustees

The T submit their report together with the audited financial statements for the year ended
June 30, 023 which show the state of the Fund affairs.

Princi activities

The pr ipal activities of the Fund are

Results

The resu
provided

s ofthe Fund for the year ended June 30,2023 are set out on the Financial Statement

Trus

The rs ofthe Board ofTrustees who served during the year are shown on pages of this

Stateme

The Aud r General is responsible for the statutory audit ofthe Fund in accordance with Article
229 o1'

Cenera
to secti
aud itor

constitution of Kenya and the Public Audit Act 2015 were nominated by the Auditor
carry out the audit of the entity for the yearlperiod ended June 30, 2023 n accordance

23 of the Public Audit Act, 2015 which empowers the Auditor General to appoint an
udit on his behalfl

By Order fthe Board

/--o L<k

o

Chair of

Date:

e Board/Fund Administration Committee

-7- 2--"oz-z

Auditors

.M.4.(,
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The overriding policy goal is to entrench the rights to clean and healthy environment, which is

sustainable and renewable. The policy goal is to enhance climate resilience through

development, management, implementation, regulation and monitoring of adaptation and

mitigation measures and actions.

4. Employee welfare
Give account of the policies guiding the hiring process and whether they take into account
the gender ratio, whether they take in stakeholder engagements and how often they are
improved. Explain eflorts made in improving skills and managing careers, appraisal and
reward systems. The organisation should also disclose their policy on safety and
compliance with Occupational Safety and Health Act of 2007, (OSHA.)

5. Market place practices
The county Government ofTana River has operationalized e-procurement through

Integrated Financial Management Information System (IFMIS) to enhance transparency

and accountability in procurement process from procurement planning, requisition,

sourcing and payment, e-transparency, competitively and in a cost-eflective manner.

IFMIS e-procurement module is linked to an n item master, which has indicative prices

for all commonly used items to ensure that there are no price inflations by procuring

entities thus enhancing value for money.

Further e-procurement has inbuilt approvals at all levels ofthe procurement process to

enhance checks, controls and accountability.

6. Corporate Social Responsibilify / Community Engagements

Under corporate social responsibility, the department has been doing community

engagements and public participations at all levels.

The climate change committees formed across all the fifteen wards do community

awareness programs especially in Disasters related matters.

xlx

Apart from increasing efficiency in service delivery due to competition, transparency and

lower transaction costs-procurement system is designed to enable the government

increase and monitor government procurement opportunities to the preference groups,

including women, youth and differently abled persons.
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10. Sta{ement of Management's Responsibilities
I

Section [67 of the Public Finance Management Act,z}lzrequires that, at the end of each financial
year, thf Administrator of a County Public Fund established by the Tana River County Climate
ChangelFund Act,202lshall prepare financial statements for the Fund in accordance with the
standar{s and formats prescribed by the Public Sector Accounting Standards Board.

fne aaf inistrator of the County Public Fund is responsible for the preparation and presentation of
the Fun{'s flu:ancial statements, which give a true and fair view of the state of affairs ofthe Fund for
and as {t the end ofthe furancial year ended on June 30,2023. This responsibility includes: (i)
maintairfing adequate t.inancial management arrangements and ensuring that these continue to b€
effectiv{ throughout the reporting period; (ii) maintaining proper accounting records, which disclose
with reafonable accuracy at any time the financial position ofthe Fund; (iii) designing, implementing
and mai{rtaining internal controls relevant to the preparation and fair presentation of the financial
statemerfts" and ensuring that they are free from material misstatements, whether due to error or
fraud; (lir) safeguarding the assets ofthe Fund; (v) selecting and applying appropriate accounting
policiesl and (vi) making accounting estimates that are reasonable in the circumstances.

fhe ad]rninistrator of the County Public Fund accepts responsibility for the Fund's lurancial
stateme4ts, which have been prepared using appropriate accounting policies supported by
reasonaQle and prudent judgements and estimates, in conformity with International Public Sector
Accoun$ng Standards (IPSAS), and in the manner required by the PFM Act,2Ol2 and Tana River
County plimate Change Fund Act,2021. The Administrator of the Fund is of the opinion that the
Fund's fnancial statements give a true and fair view of the state of Fund's transactions during the
financial year ended June 30, 2023, and of the Fund's financial position as at that date. The
Admin$rator further confirm the completeness of the accounting records maintained for the Fund,
which t$ve been relied upon in the preparation of the Fund's financial statements as well as the
adequa{ of the systems of intemal financial conrrol.

In prepaling the financial statements, the Administrator of the County Public Fund has assessed the
Fund's fility to continue as a going concern and disclosed, as applicable, maffers relating to the use
ofgoinglconcern basis ofpreparation ofthe furancial statements. OR

Nothing ihas come to the attention of the Administrator to indicate that the Fund will not remain a
going cficern for at least the next twelve months from the date of this statement.

Approvfl of the linancial statements
I

The Furfi s financial statements were approved by the Board on 3 o -* - 7-,.r'2-3 2023 and

Administrator of the County Public Fund

xxl

signed on its behalfby:
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REPORT OF THE AUDITOR-GENERAL ON TANA R]VER COUNTY CLIMATE
CHANGE FUND FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

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

Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accornting 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
Govemment achieves value for money and that such funds are applied for the
intended purpose.

C. Repofi on 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, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant latrtrs and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finahce Managemenl AcL,2012 and the Public Audit Act, 2015. The three parts of
the report, $/hen read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audlted the accompanying financial statements of Tana River County Climate
Change fuhO set out on pages 1 to ZS, wnicfr comprise the statement of financial position
as at 30 Juhe, 2023 and the statement of financial performance, statement of changes in

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GEilERAL

E nhonc ing .1 ccount o b i I ity

Report of the Afditor-Ceneral on Tana River County Climate Change Fund for the yeor ended j0 June, 202 3
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onet assets, statement of cash flows and 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, 2015.1have 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the Tana River County Climate Change Fund as at 30 June, 2023,
and its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
Tana River County Climate Change Act,2021.

Basis for Adverse Opinion

1. Presentation and Disclosures in the Financial Statements

Review of the financial statements of the Fund for the year under revies revealed
inaccuracies and presentation anomalies as follows:

i. The statement of financial performance reflects transfers from the County
Government totalling Kshs.72,000,000. However, the statement of comparison of
budget and actual amounts reflects actual receipts of Kshs.61,000,000 resulting in
unreconciled variance of Kshs.1 1 ,000,000.

The statement of financial position reflects trade and other payables from exchange
transactions of Kshs.15,517. However, the payables were not supported by a
disclosure note to the financial statements. ln addition, the statement reflects a
balance of Kshs.70,500,100 in respect of total net assets and liabilities which when
recomputed gives a balance of Kshs.70,515,617.

The statement of financial position reflects current portion of long-term receivables
from exchange transactions amounting to Kshs.11,000,000. However, the amount
was not supported by a list and ageing analysis of the receivables.

The statement of comparison of budget and actual amounts reflects actual revenue
of Kshs.11,000,000 in respect of transfers from County Government, However, the
actual amount received was Kshs.61,000,000 resulting in unexplained and
unreconciled variance of Kshs.50,000,000. ln addition, the performance difference
for general expenses of Kshs.18,940,100 varies with the recomputed performance
difference of Kshs.18,955,617 by Kshs.15,517.

The annualfinancial reporting guidelines and template issued by the Public Sector
Accounting Standards Board (PSASB) requires an entity to provide an explanatory
comment on budget against actual which is below 90% of actual performance.
However, no explanations were provided for such variances. ln addition, there was
no explanation on whether changes between the original and final budget were as a
result of reallocations within the budget or other causes.

ilt

IV

Report of the Auditor-General on Tana River Couny, C:limate Change Fundfor the year ended 30 June, 2023
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ln the circumstances, the accuracy and completeness of the annual report and financial
statements could not be confirmed.

2. Unsupported Cash and Cash Equivalents Balance

The statement of financial position reflects cash and cash equivalents balance of
Kshs.58,615,617 as further disclosed in Note 3 to the financial statements. The balance
includes Kshs.50,000,000 held at a commercial bank. However, the balance was not
supported by a cash book maintained for the account during the year or a reconciliation
of cashbook and bank balances as at 30 June, 2023.

ln the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.58,615,617 could not be confirmed.

3. Unsupported and lrregular Expenditure on Use of Goods and Services

The statement of financial performance reflects expenditure on use of goods and services
totalling Kshs.1,499,900. However, the amount was wrongly described as committee
allowances in Note 2 to the financial statements. Further, the expenditure includes
Kshs.382,500 spent on procurement of fuel, which was not supported by detail orders,
fuel registers, receipts, and motor vehicle work tickets. ln addition, the expenditure on
use of goods and services includes Kshs.150,000 spent on hiring of public address
system which was not supported with receipts and evidence of competitive bidding.
Further, Kshs.103,000 spent on purchase of five hundred fifteen (51 5) brochures was not
supported by receipts, invoice, delivery note and stores receipt and issue notes.

ln the circumstances, the accuracy, completeness, and regularity of expenditure of
Kshs.1,499,900 incurred on use of goods and services could not be confirmed.

4. Ultsupported and lrregular Expenditure on Propefi, Plant and Equipment

The statement of financial position reflects property, plant and equipment balance of
Kshs.900,000, as detailed in Note 5 to the financial statements. The balance includes
cost of furniture acquired during the year under review. The amount further includes
Kshs.15,517 in respect of withholding tax on purchase of furniture which was not remitted
to the Kenya Revenue Authority. ln addition, the expenditure was not supported with an
asset register entries. Further, the Fund assets were not tagged for ease of identification
and ownership.

ln the circumstances, the accuracy and completeness of the balance of Kshs.900,000 on
purchase of property, plant and equipment could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Tana River County Climate Change Fund
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe

Reporl of the Auditor-General on Tana River County Climate Change Fundfor the year ended 30 June, 2023
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that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

Emphasis of Matter

Budgetary Gontrol and Performance

The statement of comparison of budget and actual amounts reflects income budget of
Kshs.22,000,000 and actual revenue on comparable basis of Kshs.11,000,000 resulting
to revenue shortfall of Kshs.11,000,000 or 50o/o of the budget. Similarly, Management
spent Kshs.2,384,383 against an approved budget of Kshs.22,000,000 resulting in under
absorption of Kshs.19,615,617 or 89%. The underfunding and underperformance
affected planned activities and may have impacted negatively on service delivery to the
public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, 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 ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on Lavyfulness
and Effectiveness in Use of Public Resources and Basis for Conclusion on Effectiveness
of lnternal Controls, Risk Management and Governance sections of my report, based on
the audit procedures performed, I confirm that public resources have not been applied
lawfully and in an effective way.

Basis for Conclusion

1. Late Submission of the Annual Report and Financial Statements

The annual report and financial statements were submitted to the Auditor General on
30 November,2023, which was two (2) months after the statutory deadline, contrary to
Regulation 51 of the Tana River County Climate Change AcL,2021 Regulation 3aQ) of
the Public Finance Management (Tana River County Climate Change Fund)
Regulations, 2023 which provides that within three months after the end of each
financial year, the Fund Administrator shall submit to the Auditor-General the accounts
of the Fund in respect of that year.

ln the circumstances, Management was in breach of the law.

Report of the Auditor-General on Tana River County Climate Change Fund for the year ended 30 June, 2023
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2. Failure Disclose Available Funds for Climate Adaptation and Mitigation, and
Climate Change Response Projects

During the year under review, Management did not provide a list of funds, circulated
through the media or shared through a public gathering (baraza), available for climate
adaptation and mitigation as well as a consolidated list of ongoing climate change
response projects in the County contrary to Regulation 19 of the Public Finance
Management (Tana River County Climate Change Fund) Regulations, 2023 which
requires the Fund administrator to prior to the commencement of each financial year to
prepare and circulate to the Steering Committee, the Planning Committee and the Ward
Planning Committees a list of funds available for climate adaptation and mitigation in the
county to guide planning of projects and to submit a consolidated list of ongoing climate
change response projects in the County to the Steering Committee, the Planning
Committee and the County Executive Committee Member for the time being in charge of
the County Treasury.

ln the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 are in compliance, 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

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion, Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources and Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance sections of my
report, based on the audit procedures performed, I confirm that internal controls, risk
managernent and governance were not effective.

Basis for Conclusion

Lack of Risk Management Policy and Strategy

During the year under review, the Fund did not have a risk management policy, strategies,
and risk register to mitigate against risk. lt was, therefore not clear what would guide
Management and Fund employes in case of risk exposures.

ln the circumstances, the existence of a strong and effective risk management strategies
could not be confirmed.

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 control, risk management and overall governance were

Report of the Auditor-General on Tana River County Climate Change Fundfor lhe year ended 30 June, 2023
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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 Management and the Fund Administration Committee

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to 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 lhe Public Audit Act,
2015.

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 are
in compliance with the authorities which govern them and that public resources are
applied in an effective way.

The Fund Administration Committee is responsible for overseeing Fund'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

Report of the Auditor-General on Tana River County Climate Change Fundfor the year ended 30 June, 2023
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The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSA|s will always detect
a material misstatement and weakness 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 addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, 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, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls 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(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund's pollcies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

a

a Evaluate the appropriateness of accounting policies used and the reasonableness of
accounling estimates and related disclosures made by Management.

Conclude on the appropriateness of Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of
the Fund to sustain its services. lf I conclude that a material uncertainty exlsts, I am
required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
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conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to sustain
its services.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controls that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence and
where applicable, related safeguards.

FC PA , CBS

Report of the Auditor-General on Tana River County Climate Change Fundfor the year ended 30 June, 2023
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12. Statement of Financial Performance for the Year Ended 30tb June 2023

(The notes set out on s xxx to xxx form an integral part of these Financial Statements)

b.
Name: figguz+.i+1 or.,..+g-
Adminlstrator of thb Fund

Namel $an4trc iltonw
Fund Accountant

ICPAK Member Number:

Revenue From Non-Exchange Transactions

Transfcrs From the County Government I

Total Reven ue 72,000,000

Expenies

Use ofgoods and services 2 I,499,900

Total Expenses I,,199,900

Other Gains/Losses

Su rplus/(Deficit) for the Period 70,500,100

Dcscrirition I n*ut" 
I

2y7v7
Kshs

202t-2022

Kshs

72,000,000

Gain/Loss on Disposal of Assets

Gain /L0ss on fair value of investments

I
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13. Statement of Financial Position As at 30 June 2023

policies and explanatory notes to these financial statements form an inte
statements. Thc entity financial statements were approved on _

gra,N,
-7

D.

The account ing
of the financial
and signed by:

Name: fig;g rq4t-? ot^++--
Administrator of the Fund

Name' Drnre, 15 fl ranvu

Fund Accountant
ICPAK Member Number:

Assets

Current Assets

J 5 8,6 r 5,61 7.25Cash and Cash Equivalents
Cunent Portion of Long- Term Receivables From
Exchange Transactions 4 1 1,000,000

Total cu rrent assets 69,615,617.25

Non-Current Assets

5 900,000Property,Plant and E

Total non- cu rrent assets

q u ipment

900.000

Total Asscts 70,515,617.25

l-rade and Other P e Transactionsables from Erchan

Liabilitie s

Curre nt Liabilities

6 15.517.25

Total cu rrcnt liabilities 15,517.25

Non-Cu rrcnt Liabilities
Lon Term Portion of Borrowin 5

Total Liabilities 1s,517.25
Nct Assets 70,500,100

Revo lvin Fund t

Rescrves

Accumulated Su lus

Total Net Assets and Liabilities 70 500,100

2

Dcscriplirin
l, ?t)a2-2[2J I '-_-- l..; - --r- - lri!l!i:L,

Ksir s

I tc

70,500,100
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14. s ment Of Changes in Net Assets for the year ended 30th June 2023

As At I July 2021Balance

Surplus/(Deficit) For the Period

Funds Received During the Year

Transfers C)

Revaluation Gain

Balanoe As At 30 June 2022

Balane As At I July 2022

(Deficit) For the PeriodSurplus/
I

Funds f,.eceived During the Year 72,000,000 72,000,000

transf{s ( r,4ee,e00) ( r,4ee,e00)

Revaluation Gain

Balan As At J0 June 2023 70,500,100 70,500, t 00

3
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15. Statement of Cash Flows for The Year Ended 30 June 2023

(PSASB has prescribed the direct merhod ofcash flow preparaliory' pres€ntation for al I entilies under the IPSAS accrual b6sis ofaccounting)

4

Cash flows from operating activities

Receipts

Transfers from the county government I 61,000,000

Total receipts 61,000,000

Payments

Fund admi nistration expenses

General expenses l,499,900

Finance cost

Total payments 1,499,900

Net cash flows from operating activities 59,500,100

Cash flows from investing activities

Purchase of property, plant, equipment and

Intangible assets

Purchase of offrce furniture 5 (884,482.75)

Loan disbursements paid out G) C)
Net cash flows used in investing activities (884,482.75) C)

Cash flows from financing activities

Proceeds liom revolving fund receipts

Repayment of borrowings G) C)
Net cash flows used in financing activities C) G)
Net increase/(decrease) in cash & cash
Equivalents 58,615,617.25 C)
Cash and cash equivalents at I July

Cash and cash eq uivalents at J0 June 58,615,617.25

2022-2023

Kslrs

2t)21-2tJ22

Kshs
Dcscription Notc
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16. Statcmcnt f Comparison Of Budget And Actual Amounts I'or The Period

2. Prowde
lconncntary 

u, srynttconr underunlt:dton Aebw 9096 ofut i.d@n) and dn)/ ovenlfilt.otton (lpSAS 2a.la)

ptorton ofchanges ber*ren ongmal andfital bu)get ndicdhg whethet tk difercnce $ due to rc0llocdiotlt or otlvr causes. QpSAS 24.29)

lof octual on conprable ba.t$ d&s nol ie to ll9 sldeoq offrnancial petformance totals due to dtfferences in accounring basis ftudget is
laeu offirurcnl performorre 6 accrtal) prow& a recorrtltdtort

3. where t
cash &.etis, surrl

Budgrt notcs

A

5

a b C=(a+b) d s=1c-d) Fdlc* 100

Rtr rn ur

Transfers Fro rl County Golt I 1.000.000 l r,000,000 22,000.000 l 1.000,000 I I,000.000 50%
Other Income
'l'otal lncome I 1.0m.000 I 1.000,000 22,000,000 I 1.0()0.0(x) r 1.000.000

Expenscs

Fund Administ
Ex;rnses

'atlon

330.000 660.000 (660,000)

Cencral Expcn r 0,670,000 10,670,000 21,340,000 ( 18,940,100) |.2%
Finance Cost (-)

lirtul E xpendi ure l r,000,000 l I ,000,000 22,000,000 2,384382.7 5 (19,600,r00)

Surplus For tlr c l)criod 11,6 r56 t 7.25

(iapital erpcnr iture 50,000,000 50.000.000

I)cscril)tioo
l) (l!

Lrll li sh krlrr

330,000

2,384382.75,
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17. Notes to the Financial Statements

1. General Information

Tana River County Climate Change Fund entity is established by and derives its authority and

accountability from Tana River County Climate Change Act,202l. The entity is wholly owned

by the Tana River County Covernment and is domiciled in Kenya. The entity's principal

activity is dealing with climate mitigation.

2. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with

Intemational Public Sector Accounting Standards (IPSAS). The financial statements are

presented in Kenya shillings, which is the functional and reporting currency of the Fund. The

accounting policies have been consistently applied to all the years presented. The financial

statements have been prepared on the basis ofhistorical cost, unless stated otherwise. The cash

flow statement is prepared using the direct method. The financial statements are prepared on

accrual basis.

3. Adoption of new and revised standards

(i) New and amended standards and interpretations in issue but not yet eflective in the year
ended 30 June2023

IPSAS 4l: Financial

Instruments Applicable: l" January 2023

The objective of IPSAS 41 is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:

. Applying a single classification and measurement model for

financial assets that considers the characteristics ofthe asset's

cash flows and the objective for which the asset is held;

6
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. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging ,urangements in scope ofthe guidance.

The model develops a strong link between an Entity's risk

management strategies and the accounting treatment for

instruments held as part of the risk management stratery.

(Stute the impact olthe standartl to the Entity if relevant)

IPSAS 42: Social

Benefits The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The information provided should help users ofthe financial

statements and general-purpose financial reports assess:

(a) The nature ofsuch social benefits provided by the Entity;

(b) The key features ofthe operation ofthose social benefit schemes;

and

(c) The impact of such social benefits provided on the Entity's

financial performance, financial position and cash flows.

(State lhe impact ot'the standord to the Entity if relevant)

Applicable: l't January 2023

Amendments to

Othcr IPSAS

resulting liom IPSAS

41, Financial

I nstruments

Applicable: l"t January 2023

a) Amendments to IPSAS 5, to update the guidance related to

the components of borrowing costs which were inadvertently

omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 41 was issued.

c) Amendments to IPSAS 30, to update the guidance for

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued.

7
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33, to update the guidance on classi$ing

financial instruments on initial adoption of accrual basis IpSAS

which were inadvertently omilted when IPSAS 4l was issued.

(State the impact of the standard to the Entity if relevant)

Amendments to IPSAS

o IPSAS 22 Disclosure of Financial Information about the General

Government Sector.

Amendments to refer to the latest System ofNational Accounts (SNA

2008).

. IPSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no

longer defined in IPSAS.

o IPSAS 29:. Financial instruments: Recognition and

Measu rement

Standard no longer included inthe 2O2l IpSAS handbook as it is now

superseded by IPSAS 4l which is applicable fiom 1't lanuary 2023.

Stute thc impact of the standurd to the Entity if relevunt

(ii) New and amended standards and
ended 30 June 2023.

inlerpretations in issue but not yet effective in the year

IPSAS 43

The standard sets out the principles for the recognitioq

measurement, presentatioll and disclosure ofleases. The objective is

to ensure that lessees and lessors provide relevant information in a
manner that faithfully represents those transactions. This information

gives a basis for users of financial statements to assess the effect that

leases have on the financial positioq financial performance and

cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right ofuse assets and lease liabilities.

Stote the erpected impuu of fie slot.dord lo tlre Entity iJ relevunt

Applicable lil January 2025

8
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(iii)Ea adoption ofstandards

The Entity did not early - adopt any new or amended standards in the financialyear or the entity
adopted lhe following standards early (state the standards, reason for early adoption and
impact o4 entity's financial statements.)

Assets Held

for Sa and

D iscon ued

Operat ns

: Non-IPSAS

Curren

Applicable I't January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be

measured at the lower of canying amount and fair value less costs to

sell and the depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be

presented separately in the statement of financial position and the

results of discontinued operations to be presented separately in the

statement of financial performance.

Stute tlrc expectcd impact of the standard to the Entity if relevant

9
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4. Significant Accounting Policies

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

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

ii. Revenue from exchange transactions

Interest income

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

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's
right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2022-2023 was approved by the county Assembly on xxxx.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the Fund recorded additional
appropriations of Kshs.l I ,000,000 on the FY 2022-2023 supplementarybudget following the
governing body's approval.

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 ofexpenses in the statement offinancial performance,
whereas the budget is prepared on a 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 of budget 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.

l0
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Summary of Significant Accounting Policies (Continued)

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 of
the financial statements and the approved budget.

A statemcnt 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 under section xxx ofthese financial statements.

d) 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 ofthe exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development 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.

e) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount in0ludes the replacement cost of components of an existing investment property at the

time that @st is incurred if the recognition criteria are met and excludes the costs of day-to-
day maintEnance of an investment property. Investment property acquired through a non-
exchange tansaction is measured at its fair value at the date ofacquisition. Subsequent to initial
recogniliott, investment properties are measured using the cost model and are depreciated over
an x\-yeat period or investment property is measured at fair value with gains and losses
recognised lhrough surplus or deficit.(entity lo amend appropriately) Investment properties
are derecognized either when they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic beneht or service potential is
expected from its disposal. The difference between the net disposal proceeds and the carrying
amount of the asset is recognized in the surplus or deficit in the period of de-recognition.

l1

c) Property, plant and equipment

All propcrty, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciatcs them accordingly. Likewise, when a major inspection is performed, its cost is

recognizod in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.
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Summary of Significant Accounting policies (Continued)

f) Financial instruments

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 Company's financial statements. (amend as
appropriate). 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
ofa financial asset or financial liability not at fair value through surplus or deficit, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability.

Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assetV equity or fair value through sulplus and deficit on the basis of both 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 of the lurancial 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 held
within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets 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 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 irrevocable election at initial recognition for particular investments in equity
instruments.

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 hstruments. Movements in fair
value are presented in either surplus or deficit or thrcugh net assets/ equity subject to certain
criteria being met.
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Summary of Signilicant Accounting Policies (Continued)

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represeflt solely payments ofprincipal and interest, 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 subsoquently measured at amortized cost and is not part of a hedging relationship is
recognitred 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.

Fair vahe 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 levenue and foreign exchange gains and losses which are recognized in surpluVdeficit.
Interest income from these financial assets is included in finance income using the effective
interest fate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assetV
equity are measured at fair value through surplus or deficit. A business model where the entity
manage$ 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 ahd other receivables

Trade and other receivables are recognized, at fa|l. values less allowances for any uncollectible
amounts,i Trade and other receivables are assessed for impairment on a continuing basis. An
estimate lis made of doubtful receivables based on a review of all outstanding amounts at the

l

year end.

Im pai rnien t
I

The entif 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 re{ognizes a loss allowance for such losses at each reporting date. Critical estimates and
significa{t judgments made by management in determining the expected credit loss (ECL) are
set out in Nore xx.
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Significant Accounting Policies (Continued)

Financial liabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through proht or loss.

g) 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 ofthe inventory
is its fair value at the date of acquisition.

t4

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

) Raw materials: purchase cost using the weighted average cost method

i Finished goods and work in progress: cost of direct rnaterials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class ofinventory is distributed or deployed at no charge or for a
nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost.Net realizable value is the estimated selling price in the ordinary course of operations, less
the estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course of operations of the Entity.

h) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result ofa past event, it is probable that an outflow ofresources embodying economic benefits
or service potential will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation. Where the 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.

i) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that
meet the eligibility criteria, ii) mitigate the eflects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit
scheme at the same time that it recognises a liability. The liability for the social benefit scheme
is measured at the best estimate of the cost (the social benefit payments) that the entity will
incur in fulfilling the present obligations represented by the liability.
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SummaQt of Significant Accounling Policies (Continued)

j) Gontingent liabilities

The Entity does not recognize a contingent liability but discloses details ofany contingencies
in the notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote.

Contingont assets

The Entity does not recognize a contingent asset, but discloses details ofa 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 Entity 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 will arise 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.

k) Nature and purpose of rescr-ves

The Entif creates and maintains reserves in terms of specific requirements. Entity to state the
reserves kaintained and appropriate policies adopted.

l) Changes in accounting policies and estimates

The Entitt recognizes the effects ofchanges in accounting policy retrospectively. The effects
of changps in accounting policy are applied prospectively if retrospective application is
impractic{1.

m) Etrployee benefits - Retirement benelit plans

The Entity provides retirement benefits for its employees and directors. Defined conrribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate ?ntity (a fund) and will have no legal or constructive obligation to pay further
contributibns if the fund does not hold suflicient assets to pay all employee benefits relating to
employeelservice in the current and prior periods. The contributions to fund obligations for the
payment Qf retirement benefits are charged against income in the year in which they become
payable.

Defined blnefit plans are post-employment benefit plans other than defined-contribution plans.
The defin(d benefit funds are actuarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased future
contributi{ns on proportional basis to all participating employers. The contributions and lump
sum payntnts reduce the post-employment benefit obligation.

l5
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Summary of Significant Accounting Policies (Continued)

n) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement offinancial position reporting date by applying the exchange rate on
that date. Exchange differences arising from the settlement of creditors, or from the reporting
of creditors at rates diflerent from those at which they were initially recorded during the period,
are recognized as income or expenses in the period in which they arise.

o) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of
financial performance.

p) 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 of key management are regarded as related parties and comprise the directors, the
CEO and senior managers.

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 of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
various commercial banks at the end ofthe financial year. For the purposes ofthese financial
statements, cash and cash equivalents also include short term cash imprests and advances to
authorised public officers and/or institutions which were not surrendered or accounted for at
the end ofthe financial year.

r) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.
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Summaly of Signiticant Accoanting Policies (Continued)

5. Signilicant judgments and sources of estimation uncertainty

The prgparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revetltes, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could
result ir1 outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods.

State alljudgements, estimates and assumptions made e.g.

a) Esti(ates and assumptions -
The key,assumptions concerning the future and other key sources of estimation uncertainty at
the repoiting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the consolidated financial
statemerfs were prepared. However, existing circumstances and assumptions about future
developrhents may change due to market changes or circumstances arising beyond the contro I
ofthe Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

b) Usefr{ lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

) The oondition of the asset based on the assessment of experts employed by the Entity

) The dature ofthe asset, its susceptibility and adaptability to changes in technology and
procosses

) The dature of the processes in which the asset is deployed

> Availhbility of funding to replace the asset

) Chanles in the market in relation to the asset

c) Provisfons

Provisiorp were raised and management determined an estimate based on the information
available.i Additional disclosure of these estimates ofprovisions is included in Note xxx.

Provisiont are measured at the management's best estimate of the expenditure required to settle
the oblig{tion at the reporting date and are discounted to presenf value where the effect is
material.

(lnclude provisions applicablefor your organisation e.gprovisionfor bad debts, provisions of
obsolete *oclcs and how monagement estimates these provisions)
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6. Notes To The Financial Statements

l. Transfers from Countv Government

2. Use of Goods and Services

Social benefit schemes include benefts such as cash transfers for unemployment or elderly in line
wilh IPSAS 42

3. Cash and cash equivalents

Transfers From County Covt. -Operations 72,000,000

Payments By County On Behalf Of The Entity

72,000,000

Committee Allowances l,499,900

Bank Charges TI
Total 1,499,900

Current Account 58,615,617.25

Others (Specifu)

Total Cash And Cash Equivalents 58,615,617.25
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Notes e Financial Statements Continued

Detailed lysis of the cash and cash equivalents are as follows

4. Rece ables from exchange transactions

Notcs to e Financial Statements Continued

nt Accountdre
Ce t3-EriMCrilGtn 1000591463 8,6t5,6t7.2s
KH Commercial Bank Ltd 1312883324 50,000,000
tE?I Total 58,615,617.25

t-itEn ivables
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mm
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ra$Et Debtors
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Less : I mfairment Allowance

nilare nt Receivables I I,000,000

Ntifilif'rl t Receil'ables

h Loan Repayments Duetr

Current RcceivahlcsTotal Non-

ge TransactionsTotal Receivables From Exchan I I,000,000
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Notes To The Financial Statements (Continued)

5. Properfy, plant and equipment

At l" July 2021

Additions
Disposals
Transfers/Ad iustments
At 30'h June 2022
At l'r.lulv 2022
Additions 900,000 900.000
Disposals
Transfer/Adiustments
At 30'h June 2023 900.000 900,000
Depreciation And Impairment
At l" July 2021

Depreciation
Impairment
At 30'h June 2022
At l'i July 2022
Depreciation
Disposals
I mpairment
Transfer/Adiustment
At 30'h June 2023
Net Book Values
At 30'h June 2022
At 30'h June 2023 900,000 900,000
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Notes T The Financial Statements (Continued)

6. Fina risk management

The F s activities expose it to a variety of financial risks including credit and liquidity risks

County Climate Change Fund
rt and Financial Statements For the year ended 30th June 2023

of changes in foreign currency. The Fund's overall risk management programme
unpredictability of changes in the business environment and seeks to minimise the

statement

potential
The Fun

verse effect ofsuch risks on its performance by setting acceptable levels of risk
does not hedge any risks and has in place policies to ensure that credit is only

extended customers with an established credit history

The Fu s financial risk management objectives and policies are detailed below

a) C red risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks,
Manag

well as trade and other receivables and available-for-sale financial investments.
nt assesses the credit quality of each customer, taking into account its financial

position,
external

experience and other factors. Individual risk limits are set based on internal or
ssment in accordance with limits set by the directors. The amounts presented in

the stat nt of financial position are net of allowances for doubtful receivables, estimated by
the entit s management based on prior experience and their assessment of the current

environment. The carrying amount of financial assets recorded in the financial
representing the entity's maximum exposure to credit risk without taking account

econom I

ofthe val of any collateral obtained is made up as follows

(NB: The scolumn should tie to the individual elements of credit risk disclosed in the

At 30 Ju ne 2023
Receivab
Transacti

les From Exchange
3ns

Receivab
Transacti

les From Non-Exchange
]ns

Bank Ba ances

Total

At 30 Ju rc2022
Receivab
Transacti

les From Exchange
)ns

Receivab
Transacti

es From Non-Exchange
)ns

Bank Bal tnces

Total

I

entity's s me nt offi nancial posit ion)
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Notes To The Financial Statements (Continued)

b) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
and foreign exchange rates which will affect the entity's income or the value of its holding of
financial instruments. The objective of market risk management is to manage and contro I

market risk exposures within acceptable parameters, while optimising the return. Overall
responsibility for managing market risk rests with the Audit and Risk Management Committee.

The Fund's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local currency. Invoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time ofpayment is done using the prevailing exchange rate.

The carrying amount of the entity's foreign currency denominated monetary assets and
monetary liabilities at the end ofthe reporting period are as follows:

The Fund manages foreign exchange isk form future commercial transactions and recognised assets and
liabilities by projectingfor expected sales proceeds and mdching lhe same wilh expected payments.

At 30 June (Current FY)

Financial Assets

Investments

Cash

Debtors/ Receivables

Liabilities

Trade And Other Payables

Borrowings

Net Foreign Currency AsseU(Liability)
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Notes T The Financial Statements (Continued)

Fo reign rrency sensitivity analysis

The fol
on appl

ing table demonstrates the eflect on the Fund's statement of financial performance
g the sensitivity for a reasonable possible change in the exchange rate of the three

main saction currencies, with all other variables held constant. The reverse would also
occur if Kenya Shilling appreciated with all other variables held constant

ii. Inte rate risk

risk is the risk that the entity's financial condition may be adversely allected as a

Tana Ri
Annual

Interest

percentag

of 5oZ wo

exchange
prior year
statement

County Climate Change Fund
and Financial Statements For the year ended 30th June 2023

tes, remain constant. The analysis has been performed on the same basis as the
Using the end of the year figures, the sensitivity analysis indicates the impact on the
fcomprehensive income if current floating interest rates increase/decrease by one
point as a decrease/increase ofKshs xxx(2022: Kshs xxx ). A rate increase/decrease
ld result in a decrease/increase in profit before tax of Kshs xxx (2021 - Kshs xxx).

result of s in interest rate levels. The entity's interest rate risk arises from bank deposits
This e the Fund to cash flow interest rate risk. The interest rate risk exposure arises
mainlv m interest rate movements on the Fund's deposits

Man t of inlerest rute risk

To mana the interest rate risk, management has endeavoured to bank with institutions that
ofler fa ble interest rates.

sens analysis

The Fu analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. is involves determining the impact on profit or loss of defined rate shifts. The
sensitiv analysis for interest rate risk assumes that all other variables, in particular foreign

Dtscriplion
Changc in

currency rntc

I -ini'.r ,;, ii'plril

L_ ''-:
I xrn.

I llffcct on

lequirl'
Kshs Kshs

(Comparative FY)

23



,

7. Events after the reporting period

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

8. Ultimate and Holding Entity

The entity is a County Public Fund established by Tana River county climate change
Act,202l under the Department of Environment and Climate Change. Its ultimate parent is
the County Government of Tana River.

9. Currency

The financial statements are presented in Kenya Shillings (Kshs).

Revaluation reserve

Revolving fund

Accumulated surplus

Total funds

Total borrowings

Less: cash and bank balances (-) (-)

Net debt(excess cash and cash equivalents)

Gea rin g o/o Yo
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Notes To The Financial Statements (Continued)

c) Capital risk management.

The objective ofthe Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concern. The entity capital structure comprises of the following funds:

2fi22-2023

. Kshs

2021-2022
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tate the status of "Resolved" or'Not Resolved" by the date of submitting this report

[tional Treasury.

agerlAccounting Offi cer (enter

18. nexes

Annex I: Progress on Follow Up Of Prior Year Auditor's Recommendations

The fol ing is the summary of issues raised by the external auditor. and management comments

that were rovided to the auditor

Guidan Noles:

(D Use e same reference numbers as contained in the extemal audit report

(iD o in the "lssue/Observation" and "management comments", required above, from final

ext I audit report that is signed by Management.

approving the report, discuss the timeframe with the appointed Focal Point

p ns within your Fund responsible for implementation of each issue

(iv) Indii

.o{

Fund Man of Fund)title of headr*
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Annex III: Reporting of Climate Relevant Expenditures

Qr Q2 Q3 Q1

rIIIIII

Project
Nanre

Pr oject
Dcsc riptiorr

P rojcct
Objggtives

Project
Activit ics

Source Of
l-un<is

Inrplemcnting
Partrre rs
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Annex IV: Reporting on Disaster Management Expenditure
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Disaster
T)pe.
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[:xpenditure
itcnr

Amount
(Kshs.)
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