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FOREWORD

Kenya's economy is highly dependent on its natural resource base. This makes our

country highly vulnerable to clirnate change, and threatens our Vision 2030 goal of
creating a globally cornpetitive and prosperous nation with a high quality of lifo.

Addressing climate change challenges require that we transform our economy by

mainstreaming of climate change into developnlent policies and actions across

multiple sectors. This will lower greenhouse gas emissions, reduce our vulnerability

to climate shocks and deliver poverty reduction gains because taking action to adapt

to and rnitigate climate change is in our national interest.

Globally, Kenya is a party to the Unitcd Nations Frarnework Convention on Clirnate

Change, the Kyoto Protocol, and the Paris Agreement. Over the past five years,

considerable efforts have been made to integrate climate change considerations into

the country's policies and programmes, including the Clirnate Change Act, 2016 that

provides fbr a regulatory framework for an enhanced response to climate change and

provides for mechanisms and measures to achieve low carbon clirnate resilient

development.

The National Clinrate Change Response Strategy and its associated National Climate

Change Action Plan lay the groundwork for Kenya's Nationally Determined

Contribution (NDC) under the Paris Agreement. Actions to address clirnate change

include: tree planting prograrnrnes, protection and conservation of the major water

towers as well as geothermal development, energy efficiency programmes, strategic

environmental assessment, land use planning and drought managernent. Kenya has

also gained experience in the carbon market through the development of mitigation
projects under the Clean Development Mechanism and voluntary carbon market,

irrcluding in the areas of renewable energy, energy efficiency and landscape based

ecosystems restoration.

Climate finance is an irnportant enabling aspect of our efforts to address clirnate

change. The Paris Agreement sets a goal of rnobilising USD 100 billion per year by

2020 to support mitigation and adaptation activities in developing countries.

Significant financial resources from the public and private sectors are expected to be

channelled towards climate activities. In order for our country to take advantage of
these opportunities, the right institutional and financial mechanistns must be in place

so that resources are directed efficiently and transparently toward national climate and

developrnent priorities. It is against this background that we have developed this

fi'amework National Policy on Climate Finance.

The purpose of this National Policy is to irnprove our ability to mobilise and

effectively manage and track adequate and predictable climate finance.
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1-his policy, therefore, sets out a guiding ftamework to errhance out'national financial

systelrs and institutional capacity to effectively access, disburse, absot'b, lltanage,

ruronitor and report on clirnate flnance in a transparertt and accountable nranner. Tliis

policy is Kenya's initial step towards a coordinated effort to identify, attract and ttse

climatc finance to further climate clrange and national sustainable development goals.

I-TENITY K.
CAI}INIiT
TI.IE NATION

CH,I'GI{
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EXBCUTIVE SUMMAITY

This policy document is organised into six chapters, rvith the Frrst clrapter providing

the Policy overview, context and goal. The second chapter provides a situational

analysis of climate finance, and chapter three identifies the scope for climate finance

in Kenya, Chapter four sets out the strategic interventions that work toward the

achievement of the Policy's goals and objectives. The fifth chapter provides an

overview of the governance structures to implement the policy, and chapter six deals

with finarrcial reqr.rirernents. The appendix provides a list of definitions.

This National Policy on Clirnate F-inance seeks to position Kenya to better access

cliurate finance through a variety of rnechanisms. Climate finance can help advance

the Kenya Vision 2030 agenda by increasing the country's adaptive capacity and

lcsilience to climate change wlrile pronroting low carbon sustainable development.

The policy sets out how the National Treasury, other govcrnment departments and

agencies, and county governments will deliver on the clitnate finance aspects of the

Clirnate Change Act, 2076, and Kenya's obligations under the Paris Agreernent

including its Nationally Deterrrined Contribtttion (NDC).

In line with tlre UNFCCC Standing Committee on Finance's (SCF) recomtnended

operational definition, this report considers clirnate finance to include all finance that

specifically targets low-carbon or climate-resilient development. As such, climate

finance includes domestic budget allocations, public grants and loans frorn bilateral

and rnultilateral agencies, and private sector investment. The government has tools to

generate carbon finance, including encouraging the generation and sale of carbon

credits, putting a price orr carbon, and establishing an emissions trading systern (such

as a domestic cap and trade systenr which is not likely in the foreseeable ftrture).

Evidence of climate change in Kenya includes rising ternperatLtres, irregular and

unpredictable rainfall patterns resulting in dror.rghts and floods, and rising sea levels.

The negative irnpacts of these changing climatic patterns include: reduced agricultural

production leading to increased food insecurity, loss of biodiversity and ecosystem

services, damage to infrastructure, increased health costs, and declines in the quality

and quantity of water resources. The cost of managirrg clirnate change impacts is

increasing in Kenya. Frequent droughts and floods have led to loss o[ life and

darnaged property, and exerted pressure on public finances - which can slow down

Kenya's growth plospects. Clinrate change is reversing progress on poverty

alleviation, economic growth and stability, and putting at risk Kenya's srrstainable

development goals.

Accessing and mobilising cliniate finance will be important for national and county

governments to achieve econornic development gcials while addressirrg the intpacts of
climate change. Developed countries lrave committed to mobilise USD 100 billion

dollars a year by 2020 to address the needs of developing countries, as part of the

x



Paris Agreement. Kenya requires readiness to access this funding, as well as to

identifo and prioritise strategic domestic climate expenditure.

This Policy establishes the legal, institutional and reporting fi'ameworks to access and

manage climate finance, consistent with the institutional structures and framework set

out in the Climate Change Act,2016. The goal of the Policy is to further Kenya's

national development goals through enhanced mobilisation of climate finance that

contributes to low carbon climate resilient development goals. The objectives of the

policy are to:

l. Enhance the implernentation of public finance management in relation to

climate financing;

2. Establish mechanisms to mobilise internal and external clirnate finance;

3. Track, monitor, evaluate and report on sources, applications and impacts of
climate finance;

4. Enhance the capacity of the country to mobilise climate change finance to

support sustainable developrnent; and

5. Encourage private sector participation in climate relevant finance financing

opportunities.

The Policy sets out a number of strategic interventions that can encourage the

rnobilisation of climate finance and increase financial flows. These interventions

include the establishment of a national climate finance platforrn (a Clirnate Change

Fund) that can support the mobilization, coordination and tracking of climate finance

in Kenya including both domestic and international resources. This will irnprove

transparency and accountability. The policy encourages building capacity to develop

bankable projects and effectively manage and implement those projects. Improved

fiduciary standards and rnanagement, and application of environmental and social

safeguards will encourage participation in climate finance investments and benefits

sharing. Capacity building will help national and county governments to implement

the Policy; and assist civil society and the private sector to be strong partners in

implementation. Active participation in the international negotiations on climate

finance and new market mechanisms will enable Kenya to remain informed and well

positioned to act on opportunities that arise through the carbon market, development

partners and international climate funds.

Strategic interventions that work toward the achievement of the Policy's goal and

objectives are set out in five areas:

1. Establish a clear and flexible legal and regulatory framework for clirnate

finance that is responsive to developments in Kenya and in the international

climate change reginre.
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2. Develop a governance ancl institutional framcworl< that rnaximises the

opportunities for climate finance nrobilisation and investment in the variotrs

sectors of the economy.

3. Facilitate the implementation of initiatives that enlrance climate resilience,

reduce greenhouse emissions, and generate carbon credits through the

compliance and voluntary markets; as well as contribute to Kenya's social,

economic and environmental developnrent.

4. Attract climate linance and promote climatc investment through financial

and economic instrurnents and cooperative approaches/rnarket-based

instruments in which benefits and risks are distributed eqtritably.

5. Ilstablish a national Monitoring, ltcporting and Verilication liarncrvork to
provide a clear overview of dornestic and international clirnate flnancial flows,

trends, soulces and purposes.

The National Treasury will lead and facilitate the irnplementation of this Policy,

working with partners to rnobilise adecluate resources and develop required laws and

regulations. 'fhe strategic interventions will be operationalised by the National

freasury and its partners, including the county governurents, through the

incorporation oI specific actions in their strategic and operational plans. Capacity

developmeut for relevant stakeholders, including county governn'lents, rvill be a

critical elenrent of implernentation. A continuous programme for rnonitoring and

evaluation will be developed; and the Policy shall be reviewed within three years to

assess its effectiveness and relcvance in dealing with national and global climate

finance issues.
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1.0 POLICY OVBRVTEW AND CONTEXT

1.I POLICY OVEI{VIBW

This National Policy on Climate Finance (hereinafter referred to as the 'Policy') seeks

to position Kenya to better access climate finance through a variety of mechanisms.

Clirnate finance can help advance the Kenya Vision 2030 agenda by increasing the

country's adaptive capacity and resilience to climate change while prornoting low

carbon sustainable developmerrt. In addition, this Policy contributes to the

irnplementation of the Constitution of Kenya, where a clean and healthy environment

(Articles 42,69 and 70) is a fundamental right under the Bitl of Rights.

The development of this Policy has been infonned by the 2010 Constitution of Kenya,

which introduced a new system o1' public administration that vests governance

authority in the national government and 47 county governments. The responsibility

for successful clirnate change responses and interventions therefore lies with these

governments, distinctively and collectively, as they exercise climate change functions

that are interdependent, and at times concurrent. The Policy therefore respects that it
is often optimal for different levels and sectors of governments to implement

interventions in respective spheres of influence. The national government will provide

an overarching guidance frarnework for climate finance, including putting in place a

system of national coordination. All sectors and levels of government will be

responsible to integrate, where appropriate, climate finance considerations in their

plans and programmes. The Policy elaborates on the clirnate finance aspects of the

Climate Change Act, 2016.

1,2 POLICY CONTEXT

This Policy is an important part of accelerating Kenya's development aspirations.

Kenya Vision 2030, the country's long-term plan for social and economic

development, aims to transform Kenya into a globally competitive, middle-incorne

country through substantially higher growth rates and more balanced development.

However, climate change if left unattended to will impede this vision.

Globally, climate change is expected to have sevel'e consequences over the short to

medium term across such sectors as Agriculture, Industry, Energy, Water, Trade and

Tourism. The Fifth Assessment Report of the Intergovernmental Panel on Climate

Change classified Kenya as one of the 20 countries and regions most at risk. Evidence

of clirnate change in Kenya includes rising temperatures, irregular and unpredictable

rainfall patterns resulting in droughts and floods, and rising sea levels. The negative

impacts of these changing clirnatic patterns include: reduced agricultural production

leading to increased food insecurity, loss of biodiversity and ecosystem services,

darlage to infrastructure, increased health costs, and declines in the quality and

quality of water resources. The Horn of Af ica drought crisis in 2010-2011

I



demonstrated Kenya's vulnerability to clitnate change. The country's high

dependence on climate-sensitive natulal resoulces for livelihoods increases its

vulnerability to climate change.

'fhe cost of managing clirnate change impacts is irrcreasing in Kenya. Recent clirnate

variability has had significant social and economic costs. Frequent floods and

droughts have led to loss of life and damaged property, and exerted pressLrre orr public

finances - all of which can slow down Kenya's growth prospects. Private economic

activities and infrastructure are being damaged by extreme clinrate events. The cost of
insurance where available is increasing, and rnany businesses have to divert flnancial

resources to cover the additional costs of adapting to climate change impacts, thereby

reducing more productive sector investments. Similarly, the governlnent is forced to

spend public resources on new or improved infi'astructure, on efforts to seek

alternative sources of food and water, and on relocation of communities and recovery

operations from natural disasters. Climate change is reversing progress on poverty

alleviation, economic growth and stability across Kenya, and putting at risk the

sustainable development goals of the coLrntry.

This National Policy on Clinrate Finance comes following the adoption of the Paris

Agreernent by all Parties to the UNFCCC in Decenrber 2015. The Policy will help

Kenya to mobilise additional domestic and international clirnate finance resources to

address its climate ohange and national development agenda, including the goals and

objectives set out in its NDC. Formulation of this Policy was initiated within the

framework of the Clirnate Change Act, 2016 and the National Climate Change Action

Plan (NCCAP,2013-2017) whose objective is to encourage low carbon climate

resilient development through irr-rplementation of the National Climate Change

Response Strategy, 20 I 0.
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GOAL, OI}JECTIVES AND PRINCIPLES

1.3.1 Policy Gonl

To further Kenya's national development goals through cnhanced mobilisation of
clirnate finance that contributes to low-carbon climate resilient development goals.

This policy provides a legal and institutional fi'anrework to guide and promote:

climate finance flows, tracking of climate finance, engagement with county

governments, private sector participation, technology transfer, and equitable benefit

sharing from climate change interventions in the country.

1.3.2 Policy Objectives

This National Policy on Climate Finance aims to:

a. Enhance and streamline the irnplementation of public finance management in

relation to climate financing;

b. Establish mechanisms to rnobilise internal and external climate finance;

c. Track, monitor, account for, evaluate and report on sources, applications and

impacts of clirnate finance;

d. Enhance the capacity of the country to rnobilise clirnate change finance to

support sustainable development; and

e. Encourage and facilitate private sector participation in climate relevant

fi nancing opportun ities.

1.3.3 Policy Guiding Principles

The guiding principles of this Policy are based on the Constitution of Kenya, Kenya

Vision 2030 and its Medium Term Plans (MTPs), Climate Change Act,2016, Public

Finance Management (PFM) Act,2012, (as amended20l4), various sectoral policies,

and international treaties and obligations. The guiding principles are:

Transparency and accountability: To ensure the country has clear definitions and

systems that allow for tracking and evaluation of the clirnate financing flows. These

systems should track necessary information that provides valuable feedback for future

policy, planning and resource mobilisation efforts.

Inclusiveness: To create business opportunities for private investors and

communities, inch.rding small-, medium- and large-scale enterprises, to ftrlly
participate in national development and clin,ate change mitigation, adaptation and

green growth. This will in turn support the government's employment and wealth

creation initiatives.
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Equitable access to financc: To facilitate access to appropriate resources for

transformational change through large-scale irrvestrnent and support to small- and

medium-scale enterprises. The flnance strategy will focus on enhancing the lole of
key financiers involved in both large- and small-scale financing, including

comnrercial and developrnent banks as well as civil society and microfinance

institutions.

Bff'cctivcness: To rnobilise the appropriate national and international resources to

eliminate or significantly reduce financial barriers associated with irnplernentation of
low carbon climate resilient developnrent plarrs. A key element is ensuring that

climate fintrnce addresses the most pressing and urgent needs, thus enabling

transformational change by supporting a sustainable transition to a green and

inclusive economy.

l'redictability: To secure resources fronr differeut sonrces to snpport long-term

inrplementation and a transition to a low carbon clinrate resilient economy. -fhis

means Kenya will have certainty of the availability of sustainable financial resoLrrces

over a defirred time horizon, and a clearly defined role for public finances to promote

and catalyse investrnent to support the transition.

Equitable bcnefits sharing: 1'o facilitate full participation in climate finance

investments and benefits sharing by and among all stakeholders, including the

marginalised, disadvantaged and vulnerable groups.

Drrvironmental and social protection: To provide a mechanisrn that enhances

environmental and social safeguards and benefits fi'om climate finance, and addresses

negative cl imate impacts.

Enshrine a culture for thc pursuit of sustainable development: To encourage

investments that enable sustained and rapid growtlr within a low carbon clitnate

resilient development pathway.

Spccial necds and circumstanccs: T'o prioritise tlre special needs and circumstances

of people and geographic areas that are particularly vulnerable to the adverse effects

of climate change in the inplementation of this policy. This includes, but is not

limited to, vulnerable groups such as women, children, the elderly and persons with
disabilities.

1.3.4 Policies and Laws Informing this Policy

Various laws and policies make reference to climate change and tlre need to reduce

greenhouse gas (GFIG) enrissions and increase climate resilience, and lvill therefore

inform and affect the implernentation of this Policy.

4



Tlrc Constitution of I(enya, 2010 - Article l0 sets out the National Values and

Principles o1'Governance that are binding in all aspects of public adrninistration and

include: rule of law, social justice, good governarlce, integrity, transparency and

accountability, arrd sustainable development. The Bill of Rights, through Article 42,

establishes that a clean and healthy environment is a fundamental right, and Article 43

furthers this with provision for socio-econornic rights whose realisation is key to an

equitable society, and subject to availability of finances. These rights, which include

the hurnan right to water, food and health, require climate finance investments

because they intersect with adaptation and rnitigation needs. Chapter 12, Article 201

includes provisions and principles pertaining to public finance management, which in

turn guide the rnanagement of climate finance. These provisions include: openness

and accountability; effective public participation in financial matters; prudent and

responsible use of public resources; equity amongst generations in sharing the

burdens and benefits of resource use; and responsible financial rnanagernent with

clear fiscal reporting.

The Climate Change Act, 2016 - provides for a regulatoty fi'arnework for an

enhanced response to clirnate change, and provides for mechanisms and rneasures to

achieve low carbon climate resilierrt development. The Act establishes the National

Clirnate Change CoLrncilthat is chaired by the President. The role of the Council is to

provide an overarching national clirnate charrge coordination mechanism, including

guidance on the identification of national priorities. The Council has the mandate to

manage the Clirnate Change Fund, which is established under this law, as a climate

finance mechanism to support priority climate change actions and interventions. In

the new law, National Climate Change Action Plans are the basis for irnplementing

clirnate change activities every five-year period. The County Integrated Development

Plans, required by law as primary plannirrg tools, are the mechanisms for

implementing climate change actions and interventions at the County Government

tevel. The Act sets out provisions for public corrsultation, and provides incentives and

obligations for the private sector contribution to low carbon climate resilient

developrnent. The Act provides for setting greenhouse gas emission reduction targets,

and sets out obligations for measuring reporting and verification of emissions.

Public Finance Management Act, 2012 (as amended in 2014) - regulates the

financial management of national and county governments, and ensures that all

revenlre, expenditure, assets and liabilities of the governments are managed efficiently

and effectively. The Act regulates the budget process, public borrowing and debt

management, financial reporting and accounting, and enforcement of fiduciary

responsibility of public officers.

Kenya Vision 2030 and its Medium Term Plans - presents opportunities to identify

climate-related actions and priorities. The Second MTP (2013-2017) notes the

importance of climate change, viewing it as an emerging issue that threatens Kenya's

economic growth.
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The MTP identifies actions to addless climate change, including implententation of
the National Clirnate Change Action Plan (NCCAP), fomrulation of a climate change

bill and policy, and establishment of a national climate charrge ftrnd.

Mecliurn Term Expcnditure Fr:rmeworl< (MTEF) - translates policies and

pliorities into expenditure and action, including budget making and allocations for

clinrate change actions. The MTEF- links policy, planning and btrdgeting through a

three-year rolling budget plan. The MTEF entrenches programme and project

prioritisation in the budget prepalatiorr process, and predictability in planning and

resoul'ce utilisation. This in turn enlrances transparency and accourrtability in the

allocation and expenditure of public resources.

National Climate Change Rcsponsc Stratcgy (NCCRS), 2010 - presents an

overarching strategy and vision for a prosperous and clirnate resilient Kenya. The

strategy provides recommendations orr low carbon and climate resilient actions, and

the enabling environment to encourage these erctions. The strategy is a first plan to put

in place robust tneasul'es needed to address the challenges posed by clirnate variability

and change in Kenya.

National Climatc Change Action Plan,2013-2017 -sets out a low carbon climate

resilient development pathway and actions to operationalise the NCCRS. The plan

provides an analysis of mitigation and adaptation options and actions; recommends an

enabling policy and regulatory frarnervork; and sets out next steps for knowledge

management and capacity development, technology requirements, and a national

performance and beneflt measurernent system. 'fhe finance actions include creating a

national climate change fund, improving the absorptive capacity of the Kenya public

sector, and improving the investment climate for clinrate finance investment.

County Integrated Development Plans (CIDPs) - present an opportunity to identify

clinrate change priorities and actions at the county level, and to integrate these actiotts

in programmes and initiatives. Under the County Governments Act (2012), CIDPs

must have clear outcomes, rnonitoring and evaluation, and reporting nrechanisms. In

addition, CIDPs must set out a resource mobilisation and management structure. The

mandatory requirement for development of sectoral plarrs allows room for detailed

analysis of clirnate change priorities and investment needs at the county level

Tlre Bnvironmental Management and Co-ordination Act, 1999 (BMCA), as

amerrded through EMCA (Amendment Act) 2015 - is framelvork environmental

legislation that establishes appropriate legal and institutional mechanisms for the

managernent of the environment. EMCA is granted statutory superiority over other

laws on matters relating to environmental management.

': .!

6



Key among the mechanisrns established by EMCA is the extensive provision for

environmental assessment of investments that includes: strategic environmental

assessrnents, environmeutal irnpact assessments, environtnental audit, monitoring and

irrspections. Environmental assessrnent extends broadly to tnany areas of socio-

econornic development and has integrated public consultatiorrs into the decision

making process on suitability of projects. The amendment Act strengthens provisions

for access to information, encourages conservation, improves standards and

monitoring, establishes County Executive Committees, and calls for national and

county environmental action plans to be developed every five years. Section 56(r\) of
the revised Act indicates that the Cabinet Secretary shall, in consultation with relevant

lead agencies, issue guidelines and prescribe measures on climate change.

The Forcsts Act, 2005 underscores the importance of sustainable forest

management in recognition of the role forests play in poverty reduction and

development. This law sets out the governl'nent's role in sustainable land use and

forest management with mechanisms that lay the foundation for reforestatiou,

afforestation and REDD+ (Reducing Emissions frorn Deforestation arrd forest

Degradation and the role of conservation, sustainable managetnent of forests and

enhancement of forest carbon stocks in developing countries) programmes in support

of climate change goals. In addition, the act makes provision for the participation of
forest cornlnunities in participatory forest management, including rules of access as

well as benefit sharing of revenues derived from forest management activities.

Thc Energy Act, 2006 - promotes rnitigation of climate change through energy

efficiency and renewable energy, and provides explicitly for the Ministry in charge of
energy to use the Clean Development Mechanisrn (CDM) and carbon trading to

promote renewable energy programmes. The act establishes an institutional

arrangement with a national regulator, the Energy Regulatory Commission, which

exercises oversight on the wide range of economic activities in the energy sector, and

promotes stakeholder compliance with established rules.

Property Rights - are important to the activities and investments that are necessary

for low carbon climate resilient development, The Constitution provides protection

for property rights as a fundamental right, including a right to own and hold property

of any kind anywhere in Kenya. Multiple laws further govern property in land. The

Land Act (2012) regulates processes for allocation of public land for various uses,

including investment activities, and requires consideration of local community benefit

when such investment activities are approved. The same law also regulates

transactions involving private property, including mortgages (charges) and leases.

The Lanrl Registration Act (2012) is responsible for ensuring integrity in the

registration system of land and aspects important to land reforms in Kenya. This law

defines the content of land tenure rights and creates a land registry. It also sets out the

mecharrism of land searches, through which people can veriff the ownership details of
any land.
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l>hysical planning and dcvelopmcnt control are integral parts of land

aclministration, and regulate the nature of socio-economic activities that can be

undertaken in various parts of tlre country. 'fhe Physical Planning Act (Cap 286)

plovides fbr the development of physical plans for urban and rural areas. In addition,

it provides for the exercise of a development control function of approving specific

land uses, a role now undertaken by county governments.

Intcllectual properfy - such as patent protection, is perlinent to clirnate finance and

the national objective of attaining low carbon clirnate resilient developrnent. The

lndustrial Propcrty Act (Cap 509) regulates the promotion of inventive and

innovative activities, and facilitates the acquisition of technology through the

granting, regulation and protection of patents. Tlris law clarifies that an irrvention is

only patentable if it is new, involves an inventive step, is industrially applicable, or is
a new use to technology. The statute also sets out what is to be excluded fi'onr patent

protection.

The Standards Act (Cap 496) - establishes the institutional arrd legal mechanisms

fol quality specifications and standards for goods that are manufactured, and/or sold

in Kenya. This includes the establishment of standards of quality, specifications and

calibrations, as well as testing of various things to ensure compliance with the rules.

l-he standards nrechanisrn is irnportant for providing standardised solutions required
in pursuit of sustainable development through low carbon climate resilient

development.

Taxation laws - provide a basis through which the government can raise revenues, as

well as provide incentives and disincentives to industry and conrmerce. Income Tax
Act (Cap 470) legal tools, such as r,vithholding tax for professional services and taxes

on company revenues are complemented by various incentives provided under tlre
same law. The Value Added Tax Act (2013) further provides for levying of taxes on

certain goods and services, and relates closely with investrnents in production of
goods and services that maybe necessary as climate change interventions.

Investment promotion legislation - is central to entry of structured lbreign and

domestic investments into Kenya. The Investment Promotion Act (Cap 4858)
establishes the Kenya Investrnents Authority, and prescribes a definition of foreign

and domestic investors for purposes of minimum capital, facilitatiorr and incentives.
'fhis law operates through provision of investnrent certificates to qualified investors

on the principal consideration of whether the investment in question is beneficial to
Kenya. This test of benefit to Kenya is based on analysis of how the investment plans

satisfy prescribed conditions, including: creation of employment for Kenyans;

acquisition of new skills or technology for Kenyans; transfer of technology; utilisation
of raw materials, supplies and services; adoption of value addition; and contribution

to government revenrres.



Treaty Mal<ing and Ratification Act (No. 45 of 2012) - is relevant because a

significant part of clirnate change law is international and clirnate finance sources can

be external to Kenya. This law provides rules for the structuring and undertaking of
international negotiations with respect to rlultilateral and bilateral treaties. It requires

that a relevant State department responsible for specific negotiations analyses whether

prescribed considerations are fulfilled, and obtains advance approval from the Cabinet

before joining negotiations. The treaties law further provides a two-step process of
approval, first by Cabinet, and a second and final approval by both houses of
Parliament.
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2.0 SI]'UA]'IONAL ANALYSIS OF CLIMATB FINANCII

In line with the United Nations l?ramework Convention on Clinrate Change

(IINFCCC) Standing Conrmittee on l?inance's (SCF) recomnrended operational

clefinition, this report considers climate finance to include all finance that specifically

targets low-carbon or climate-resilient development. As suclr, clirnate finance

irrcludes domestic budget allocations, public grants and loans frorn bilateral and

rnultilateral agencies, including frorn specialised clirnate change firnds. It also

includes all private sector investments that support the transition to a low-carbon

econorny and/or help build the resilience of communities, ecosystems and economies

to clinrate change risks.

UNFCCC FITAMIiWORI( FOR CLIMATE FINANCIT

Kenya has shown corlmitment in the fight against climatc change for thc benefit of
the present and fluture generations by sLrpporting the UNFCCC, tlre Kyoto Protocol,

the Copenhagen Accord, and the Paris Agreement. l'he UNFCCC sets the overall

framework for intergovernmental efforts to stabilise the concentrations of GHGs in

the atrrosphere at a level tlrat would prevent dangerous man-made interference with
the climate system.'fhe Paris Agreement reached in December 2015 forms the basis

of the future international clirnate policy and includes reference to the need to keep

global ternperature rise below 2oC above pre-industrial levels, in palt through

Nationally Deterrnined Contribtrtions (NDCs). Countries, inclirding Kenya, will
submit NDCs representing the rnitigation actions they will take to contribute to the

achievement of the global greenhouse gas emission reduction goal. 1'he provision of
support to developing countries is a focal point of the agreement reflecting that both

developed and developing countries are expected to rnake rnitigation contributions.
'l'he Paris Agreement inclr-rdes a renewed recognition of the need of developing

countries to adapt to climate change. Support under the Paris Agreement takes the

forni of climate finance, technology developrnent and transfer, and capacity building.

2.7.1 Provision and Mobilisation of Climate Finance

Urrder Article 9 of the Paris Agreenrent, developed countries reiterate tlreir
comrnitment to provide flnancial support to deve[oping countries as per their

obligations under the Convention. These climate finance commitnrents airn to sr.rpport

developing countries such as Kenya to realise their mitigation and adaptatiorr goals.

The Agreement states that "Parties to the Pctris Agreentent shall set a new collecth,e

quantiJied goal from a./loor of USD 100 billion per year, taking into accotml the

needs and priorities oJ' developing countries. " This USD 100 billion per year

represents expected international financing to support climate change action irr

developing countries. Kenya will seek access these funds to support domestic actions

to achieve Kenya's climate change goals, as expressed in the Climate Change Bill,
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2016, National Clirlate Charrge Action Plan, arrd National Adaptation Plan. Kenya's

NDC is based on these national climate chartge plans and Vision 2030.

Finance mobilisation will require coordination of support frorrr public and private, and

bilateral and rnultilateral sources, inclirdirrg prirrcipally the Green Clirnate Fund

(GCF) and the Global Environment Facility (GEF), which are the entities entrusted

with the operation of the Financial Mechanisrn of the UNFCCC. The GCF is the

largest specialised clirnate fund globally and is expected to catalyse public and private

finance at the international and national levels. The GCF is expected to play a key

role in channelling new, additional, adequate and predictable financial resources to

developing countries. The GCF will provide simplified and improved access to

funding, including direct access through accredited Itnplementing Entities.

Other funds under the UNFCCC include the Special Climate Change Fund and Least

Developed Countries Fund, both managed by the GEF, and the Adaptation Fund

runder the Kyoto Protocol. The GEF also has a climate change focal area to deliver on

its role as a financial mechanism of the UNITCCC.

The REDD* mechanism was agreed under the UNFCCC to rnobilise funding to

reduce emissions flrom deforestation and forest degradation. REDD+ and other forest

actions are exparrded on in Article 5 of the Paris Agreelnent that "recognizes the

importance of adequate and predictable financial resources, including for results-

based payments, for the intplementation of policy approaches and positive

incentives. "

Nationally Appropriate Mitigation Actions (NAMAs) are another avenue for

developing countries to make formal submissions to the UNFCCC to seek funding for

actions to meet greenhouse gas emission reduction targets included in their NDCs.

2.1.2 Traching and Reporting of Climate Finance

The Paris Agreement stipulates that structures and guidelines for the reporting of
financial resources will be developed. These structures and guidelines will help to

ensure that finance flows and transactions are clear and transparent, that progress is

being made toward the USD 100 billion goal, and that finance is being effectively

directed to countries in need. To that end, Article 13 of the Paris Agreement

establishes a Transparency Framework designed to provide clarity on support

provided and received by individual parties. In addition, the framework is expected to

provide a full overview of aggregate financial support in line with tracking

achievement toward the overall global clirnate change goal.

As part of this Transparency Framework, Kenya is expected to provide information

no less frequently than biennially on support needed and received under Articles 9

(finance for lnitigation and adaptation), l0 (technology development and transfer) and
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I I (capacity building). Parties to tlre Paris Agreement shall participate in a

l'acilitative, rnultilateral process to consider progress on efforts to finance mitigation

and adaptation. Developed countries are also expected to communicate biennially on

their efforts to rnobilise these funds, including their provision of public funds for

clirnate action.

2.1.3 Marl<et-based Approaches

Market-based approaches represent arrother source of finance for developing

countries. The Clean Development Mechanisrn (CDM) created under the Kyoto

Protocol allows greenhouse gas emitters in developed courntries to purchase carbon

credits (or offsets) from ernission reduction activities in developing countries. Despite

a strong initial promise to generate Iirrancing fbr emission reduction projects, the

CDM has a lirlited role in 2015, especially in countries that are not Least Developed

Countries. An oversupply of credits cornbined with a lack of denrand fbr such credits

in developed countries has significantly reduced the scale of financing for developing
countries through the CDM.

Article 6 ol'the Paris Agreement creates two market-based approaches. The first is the

voluntary international transfer of mitigation outcomes, which airns to provide

flexibility in the achievement of NDCs. This would allow any county to purchase or

sell rnitigation outcomes as it strives to achieve its NDC. To preserve environmental

integrity, any mitigation outcome sold would not count towards the selling party's

NDC.

'l'he Agreement also creates a new nreclranism to contribute to the uritigation of
greenhouse gas ernissions and support sustainable development. This mechanisrn

allows the sale of emission reductions internationally to other countries that can use

the reductions to achieve their NDC. '[his offbrs the opportunity for countries such as

Kenya to secure finance from a purchasing country for mitigation actions

implemented within domestic borders.

The market-based approaches under the Paris Agreement must be carefully

considered. Kenya's NDC has its own mitigation target that will require emissions

reductions. Transferring rnitigation outcolres or trading emission reductions under the

new mechanism may limit options for Kenya to count dornestic emissions reductions

towards tlre achievernent of its own NDC GI-IG ernissions reductions. If this is not

rlanaged carefully, it may leave only higher cost rnitigation options for the

govenlment to pursLle.
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2.1.4 The Mechanism for Technology Transfer and Capacity Building

The Technology Mecharrisrn established under Article l0 of the Paris Agreement is

dedicated to promoting and facilitating enhanced action on technology development

and transfer. Both the Technology Mechanism and the Financial Mechanisrn will
support, accelerate, encourage and enable innovation. Specifically, financial support

shall be provided to developing countries to support the technology transfer required

to reduce greenhouse gas emissions and increase resilience to clirnate change.

The Technology Mechanism of the UNFCCC is strengthened in the Paris Agreement.

It is focused on the undertaking and updating of technology needs assessments, as

well as the implernentation of their results through the developtnent of bankable

projects that are prioritised for financing. This Mechanism will address barriers and

enhance enabling environmerrts and technologies that are ready for transfer.

Capacity building is highlighted in Article I I of the Paris Agreernent. It focuses on

country-driven actions that respond to needs and foster country ownership. A
capacity-building initiative will be established to support developing countries pre-

and post-2020.

Readiness sLlpport is a key part of the Paris Agreement. This support ensures that

developing countries have access to simplified and efficient application and approval

processes, and develop the required national, country-driven capacity to access

financial support.

2.2 Intemational Clirnatc Financc Landscapc

Clirnate change activities are ftrnded through bilateral, regional and multilateral

channels. The types of clirnate finance available through these channels vary from

grants and concessional loans, to guarantees and private equity. 'fhe climate finance

architecture is complex with various modalities, objectives and governance structures.

The United Nations Development Programme estimates there are lnore than 50

international public funds, 45 carbon markets and 6,000 private equity funds across a

wide variety of climate change-related themes. Each of these bilateral, multilateral

and private sources offers opportunities for developing countries sttch as Kenya to

address their climate and development needs concurrently.

Multilateral funds inchlde the Climate Investment Funds under the World Bank,

which include the Clean Technology Fund and the Scaling-Up Renewable Energy

Program. The Nordic Developlnent Fund, the joint development finance institution of
the five Nordic counties, facilitates climate change investment. At the bilateral level,

initiatives such as the United Kingdorn's International Climate Fund, Japan's Fast

Start Finance and Germany's International Climate Initiative have been at the

forefront of scaled-up climate finance.
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REDD+ finance flows through multilateral and bilateral channels. The UN-REDD
programme and the World Bank's Forest Carbon Partnership Facility (FCPF) are the

niain nrultilateral firnds. Bilateral funders of REDD+ programmes include Norway's
International Climate arrd Forest Initiative, and Australia's International Forest

Carbon Initiative.

Private sector actors are increasingly involved in low carbon and clirnate resilient
investments, with private clirnate finance flows comprising a large proportion of
global climate finance, particularly in the clean energy sector. The International
Energy Agency has estimated that about 80 per cent of global climate investment will
come from private actors by 2020. Additionally, the insurance sector is scaling up its
efforts to respond to climate irnpacts.

The Organisation fbr Ilcononric Cooperation and Development is establishing

rnethodologies to track publicly-rnobilised private climate finance, or private sector
fjnance that has been mobilised by bilateral and rnultilateral clirnate interventions

funded by developed countries. This private finance would be considered as a

contribution toward the goal of USD 100 billion of climate finance per year by 2020

to support climate change actions in developing countries. For example, the Danish

Climate lnvestment Fund - a public-private partnership betrveen the Darrish state and

plivate parties - has provided a route fbr instittrtional investment irr rerrewable energy

and adaptatiorr projects in developed and developing economies.

Private sector actors are the main drivers of the Voluntaly Carbon Market, rnainly for
reasons of corporate social responsibility. Carbon credit purchases are made

voluntarily in tlris market, which is different frorn the CDM market where buyers
purchase credits to corlply with their obligations under the Kyoto Protocol.

2.3 The Climate Finance Landscapc in Kenya

Kenya has a generally positive investrnent climate that will help it attract climate
finance. Kenya's investment clirnate is characterised by stable monetary and fiscal
conditions and a legal environment tlrat makes few distinctions between fbreign and

dotnestic investment. Key rnacroeconomic fundamentals are strong arrd Kenya is

becoming a favoured business lrub.

Kenya has been successful in accessing international climate finance. At least l5
different public agencies support climate change activities within the country,
including those with resources from climate finance.

Multilateral institutions, such as the World Bank and African Development Bank
(AfDB), are key players providing, for exan:ple, low-carbon infi'astmcture investment

in the renewable energy sector.

:.i t,: 
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Kenya is also looking at opportunities to secure funding fi'om the Green Climate Fund

and has to that end nominated the National Treasury to act as Kenya's National

Designated Authority (NDA) to the GCF. Further the National Environment

Management Authority (NEMA) has secured accreditation as a National

Implementing Entity (NIE) to the GCF. This will enable Kenya to secure funds from

the GCF through direct access, as well as through regional and international

irnplementing entities. The Government of Kenya will receive support from the GCF

Readiness Programme to better prepare for accessing and managing GCF funding.

This support includes:

o Capacity strengthening for the NDA in the areas of stakeholder engagement,

outreach, and project and programme identification;

r Institutional capacity building for national Accredited Entities and Executing

Entities;

. Preparation of country programmes and project pipelines for Green Clirnate

Fund support.

Kenya has recently received support on climate finance readiness from the Africa
Clirnate Change F-und (ACCF) of the AfDB to support the development of project

concept notes and proposals to advance low-carbon, clirnate-resilient developnrent in

the forestry, agro-forestry and agriculture sectors. These proposals are to be presented

to domestic and international funding sources for consideration.

Major bilateral financial partners supporting clinrate change activities in Kenya

include the United l(ingdom's Department for International Development (DFID),

French Developrnent Agency (AFD), Danish International Development Agency
(Danida), German international development agency (GIZ), Japan International

Cooperation Agency (JICA), Swedish International Development Cooperation

Agency (SIDA), and the German governn'rent-owned development bank (KfW).

Kenya is also a UN-REDD Programme partner country and a participant of the Forest

Carbon Partnership Facility. Bilateral development partners also sr.rpport REDD+
initiatives.

The cumulative public expenditure cornmitrnent in Kenya from developrnent partners

over 2005-2015 is estirnated to be USD 2.29 billion.

The Public Finance Management Act, 2012 sets the rules for how government can

raise and spend rnoney, includes funding frorn bilateral and multilateral agencies,

through which rnuch climate finance is expected to flow. The Cabinet Secretary for
Finance must approve any grant or donation that goes to any national government

entity; the grant must be accounted for using national financial accounting systems;
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and thc grants are to be consistent with the natiorral dcvelopment plan, Vision 2030.

Counties can also receive funding from loans or grants from donors and face tlre same

rules as the national level, except that the approval must be given by the County

Executive mernber for finance.

Carbon rnarkets have incentivised international private sector investment in nritigation

activities. Kenya has hosted several innovative projects tlrrough the CDM and the

voluntary carbon nrarket. Many voluntary market projects focus on cook-stoves to

irnprove household energy efficiency and forestry sector projects. While the CDM has

played an important role in Kenya in encouraging private sector investment, evidence

suggests tlris market holds very little promise to generate investments before 2020

because of a decline in demand and uncertainty around the functioning o[ new

malket-based nrechanisms created under the Paris Agreement. Market readiness

activities and a strong engagement in UNFCCC negotiations on markets are of great

importance.

The private sector is investing heavily in geotherrnal activity, biomass, solar and

sn.rall hydroelectric projects; and is increasingly engaged in providing financial and

insurance services. The r.rnlocking of private sector investment has been encouraged

tlrrough various fiscal incentives. For exanrple, importing, constructing and selling

photovoltaic cells are exempted frorn duty and tax, and the government has given ten-

year tax holidays for small-scale solar projects. The government can consider

additional econornic and financial instruments to leverage private sector investments

into low carbon and clirnate resilient initiatives. These include guarantees to enable

small- and medium-sized enterprises to access funds from financial institutions; and

guarantees, insurance and concessional loans to address the barriers associated with
risky investments and up-front investment costs.

2.4 I(ey Issues, Challenges and Opportunities

The climate finance landscape is complex. A multitude of funding channels increases

the options and possibilities for Kenya to access climate finance, but they also make

the process more complicated. Improving access to clirnate finance from the various

sources requires a robust and efficient legal and institutional fi'arnework as set out in

this Policy. Each cornponent of the national finance system, such as budgeting,

institutions and policy, have a role to play in the creation of an enabling environnrent

for climate finance. In addition, Kenya needs to develop expertise and capacity to

know where to target efforts to access clirnate finance.

Kenya's climate change challenges require both nritigation and adaptation

interventions. Prudent management of resources requires a balance in the allocation of
rnobilised resources to both mitigation and adaptation to address the climate change

needs of the country. Criteria are needed to identify an appropriate allocation of
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resources irr a marrner that proportionately responds to both climate resilience and low

carbon priority needs.

The enabling environment includes the establishment of a financing mechanism (a

national climate change fund), which will strearnline climate finance rnobilisation at

the national level and link to funds at the sectoral and county levels - such as county

adaptation funds and a REDD+ furrd. The fund is envisioned to provide a platform

that facilitates the mobilisation, coordination arrd tracking of clirnate finance flows,

including both domestic and international resources.

Kenya's institutions - central government, county governments, the private sector and

civil society - have a large enough reach to channel clirnate finance.

Flowever, potential implementing and executing entities have limited capacity to deal

with eligibility criteria and rnodalities of the various funds. Barriers include: lirnited

awareness of existing funds; limited technical capabilities to evaluate, and screen

projects or programmes; lirnited capacity to develop innovative finance packaging

and a bankable project pipeline; lack of experience in using innovative financial

instruments such as green bonds; and limited rnonitoring and reporting capabilities.

Potential implementing and executing institutions have delivered some climate-

related programmes that have leveraged private finance, but capacity to deliver more

complex projects involving multiple financing instruments and institutions is limited.

Kenya has limited experience in delivering 'direct access' type functions. NIE

accreditation such as that required by the GCF requires adherence to strict fiduciary

standards and environmental safeguards, including greater transparency of financial

lnanagement Systems, more robust risk management systems, and more regular

reporting requ irements.

Extensive capacity building is required, particularly in fiduciary managelnent skills,

to enable institutions to to disburse, absorb and manage large projects and large funds

in a transparent and accountable manner. Transparency and accountability need to be
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Strengthening the national and county finarrcing systems for clirnate firrance is

essential because the current systems do not easily identify and track climate finance.

The diversity in sources of clirnate finance introduces challenges in monitoring and

evaluating the irnplementation and impact of clinrate change interventions.

Mechanisms to identify the sources and track how the finance has been utilised are

needed to optimise the application of clirnate finance. These mechanisms will assess

the disbursen'lent, absorption and management of funds in a transparent and

accountable manner. A framework for tracking climate finance should incorporate

finance sources derived fl'om the broad spectrum of actors, including interttational and

dornestic, public, private and civil society. hnproved tracking of climate change-

related inflows and expenditures should be integrated into national budgetary

processes, irrcluding identification and coding of climate change expenditure.



strengthened and necessary steps taken to prevent corrupt practices in clitnate finance

resoLrrce al locations.

Better coordination across agencies and stakeholders is essential for investntent to be

directed towards low carbon climate resilient development. Open and transparent

dialogue between national and county governments, business, long-terrn investors,

and rnicrofinance, banking aurd development institutions will be important to address

financing challenges arrd position Kenya to attract funding. Efforts to coordinate

clirnate financing can build on the Joint Sector Working Group and discussions with

development partners.

Access to private capital flows, which account for a significant proportion of
international clirnate finance flows, is crucial flor Kenya. The private sector is risk

averse and Kenya requires an enabling environnrent that urinimises any real or

perceived risks. In addition, Kenya needs policies and programmes that use public

clirnate funds to leverage large investment frorn the private sector, and sound

institutional processes and investor promotion activities need to play a central role in

successfu I ly attracting funding.

While carbon markets are currently weak, much private sector investment is expected

to eventually flow through carbon market-based mechanisrns such as the CDM and

any new mechanism that rnay be agreed under the UNFCCC. This requires that

Kenya be an active participant in the international negotiations on climate finance and

new market rnechanisms to renrain inforrned and well positioned to act on

opportunities as they arise. Eflorts to incentivise voluntary market projects could be

corrsidered, as these projects can serve as a source of experimentation and innovation

to prepare for future carbon market mechanisms.

The viability of compliance and voluntary carbon market activities will depend on the

security of property rights surrounding the assets, the taxation regitne and financial

services arrangement of the transactions, and the costs involved in complying with

additional regulation, such as environmental approvals and project approval

processes.

Equitable sharing of benefits that result from climate finance and carbon markets is a

constitutional requirement. A robust international agreement with new market

mechanisnrs could revive carbon market opportunities in Kenya. Any benefits that

nright accrue from carbon market activities and transactions, such as fees or taxation-

related incorne, wor"rld need to be shared between the national government, county

goveml'nents and local comtnunities.

Strorrg national and county systerns will optimise the accessing and application of
clirnate finance, and offer prudent mechanisms to identify sources and track how the

finance has been utilised. A robust policy fi'aurework that establishes an enabling

environnrent for private sector investment and growth will also assist in attracting,
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disbursing, managing and reporting on clirnate finance in a transparent and

accountable manner. This Policy seeks to strenglhen Kenya's national and county

systems and build arr enabling environment that will help scale-up climate finance and

direct public and private funding toward pro-poor low carbon clirnate resilient

development (green economy).
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3 SCOI'B FOR CLIMATE FINANCE POLICY IN IGNYA
AND TAITGBT SE,CTORS

Mobilising adequatc and predictable financial rcsources is vital to achieve Kenya's

low carbon climate resilient goals, including the goals articulated in the Clirnate

Change Act,2016. Climate finance has the potential to support priority activities and

investment strategies in key sectors as described below. Tlrese sectors make

significant contributions to Kenya's broader development goals, and investrnents in

these sectors can help Kenya transition toward a low carbon climate resilient

developrnent pathway. The Govelnrnent of Kenya has denronstrated comuritment to

address clinrate change; with the NCCAP estinrating that climate change expenditure

in Kenya from 2005 to 2015 was approximately Ksh 37.23 billion.

International climate finance offers the opportunity to support priority actions in these

sectors at the national and county level. The county governments will be critical
implernenters of low-carbon and clirnate resilient initiatives, being responsible for

agriculture. health services. public amenities, arrd courrtl, planning and development

alnong other services.

3.1 Agriculture, Livestocl< and Fishcrics

fhe agricr.rlture, livestock and fisheries sector contributes significantly to economic

growth and employnrent. Tliis climate-sensitive sector is botlr a sink and a source of
GIIG emissions, and is negatively impacted by clirnate change. Agricultural systenrs

will need to adapt to clirnate change ilnpacts and shocks in order to ensure adequate

provision of food for a growing population wliile increasing export crop production to

generate foreign exchange earnings. At the same time, tlre sector is a large and

growing GI-IG ernitter, responsible for about 30 per cent of Kenya's enrissions in

2010, with about 90 per cent of the ernissions generated by the livestock sector. The

agriculture sector offers great potential for synergies among the objectives of food

security, poverty reduction, adaptation and mitigation. Flence, the sector should be

prioritised to develop climate smart agricultural practices that reduce clirnate

vulnerability and increase clinrate resilience, while also reducing emissions and

irnproving agricultural production potential. Exarnples of clinrate friendly actions

requiring increased investnrent include:

. Mainstreaming of clirnate change into agriculturalextension systems;

. Establislrmerlt and maintenance of climate change related information pools or

centres for crops, livestock and fishelies;

. Promotion of Clirnate Smart Agriculture, including, for exarnple, drought

tolerant high value and alternative crops; water harvesting for crop production;

efficient irrigation systetns; index-based weather insurance; conservation
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agriculture: agroforestry; soil managenlent; anirnal breeding; and integrated

farming systems includirrg aquaculture;

. Price stabilisatiorr schemes fbr livestock and crop farmers;

. Post-harvest management of crop, livestock and fisheries products; and,

. Protection and conservation of fish critical habitats and breeding grounds, and

re-stocking as required.

3.2 Forestry

Increasing tree cover to a rninimum target of 10 per cent of total land area is a stated

goal of Kenya's Corrstitution arrd Vision 2030. Actions to increase forest cover have

botlr clirnate resilience and low carbon benefits. Forests help to increase resilicnce by

preventing flooding and larrdslides, and reducing erosion and sedirnent discharge into

rivers. The forestry and other land use sector are responsible for an estimated 32 per

cent of GHG emissions in Kenya. Planting trees and protecting forest ecosystems are

important elements of Kenya's climate change response by building resilience and

increasing carbon sinks. In addition, the government is developing a national REDD+

strategy and implernentation framework that ernphasises conservation and sustainable

n'lanagement of forests. The fbrestry sector is a key sector for delivering national

climate change rnitigation and adaptation goals, and climate investment can support

such actions as:

. Reduction of deforestation and forest degradation;

. Conservation and sustainable management of forest areas;

. Conservation and protection of water towers;

. Increased afforestation and reforestation activities, such as restoration of dry

and arid land forests and reforestation ofdegraded forests; and

. Development of sustainable fuel wood plantations.

3.3 Energy

The energy sector is an enabler of economic growth and development. Improved,

expanded, effective and reliable national energy infrastructul'e can lower the cost of
doing business and increase Kenya's cornpetitiveness. Clirnate change threatens

energy infrastructure, and lower annual rainfall has reduced the electricity generating

capacity of hydroelectric darns, which provided over 50 per cent of Kenya's

electricity in 2013. The energy sector is a large and growing emitter of GHG

emissions, accounting for an estirnated l6 per cent of GHG emissions in 2010. Fossil

fuel-based electricity generation and consumption of fossil fuels in the transport

sector contribute significantly to GHG etnissions.
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Energy use in the form of fuel wood and charcoal by tlre majority o[ the Kenyan

population increases ernissions througlr defolestation and lorest degradation. The

recent discovery of comnrercially viable deposits of oil and coal will Iikely contribute

to increased ernissions. Mobilisation of clirnate finance can help the government

provide incentives to attract and catalyse investments in the following areas:

. Expansion of renewable energy such as geothermal, solar, wind and biomass

electric ity generation;

. Energy efficiency in public br"rildings;

. Energy efficient hor.rsehold products, including solar lighting and improved

charcoal and gas cook-stoves;

. Climate-proofing energy infrastructure, which refers to the integration of
clirnate change risks and opportunities in the design, operation and

management of infrastructure; and

. Exploration of the allocation of royalties fi'om the extractives sector to a ftrnd

to support climate resilient and low carbon actions.

3.4 Transport

The transport sector is a key pillar and critical enabler for achieving Kenya Vision
2030. Transport infrastructure - suclr as port facilities, railways, bridges and roads -
will need to be constructed in a manner that accounts for rising sea levels and the

increased occLrrrence of extreme weather events such as storms and flooding. The

road sub-sector has shown significant growth, with the number of load vehicles

estinrated to have more than doubled over the past decade. The trarrsport sector was

responsible for l0 per cent of Kenya's total GHG emissions in 2013, and the

emissions are expected to triple by 2030, along with increases in local air pollutants.

Water and rail transport are currently not advanced sub-sectors although both are

growing in significance because of the construction of the standard galrge railway line

and improvements to Kenyan ports including building a new l-amu port. Climate
finance provides opportunities and incentives for the transport sector to considerably

reduce CFIG ernissions and increase resilience. Priority actions include:

. Low-emitting clean energy sources such as bio-hrels, Liquefied Petroleum Gas

or Liquefied Natural Gas;

. Fuel switching, for example switclring from a fossil fuel-driven railway to
clean electricity;

. Mass rapid transit system for Nairobi such as bus rapid transit with light rail

transit corridors, electric and cable cars;

. Improvements in heavy duty and passenger vehicle efficierrcy through

irlproved fuel economy, motor vehicle labelling and fee-bate systems; and

. Climate-proofi ng transport infrastructure.
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3.5 Trade

The trade and cornmerce sector is exposed to the impacts of climate change primarily

because of effocts on goods that are traded, but also directly through the

transportation of goods. Extrerne weather events can disrupt water and power supply,

and damage transportation infrastrurcture. The trade sector depends on products and

services developed by other sectors of the economy, and therefore any adverse

clirnate change irnpacts of such sectors will likely irnpact trade. The agriculture,

manufacturing and transportation sectors, which are key cogs for internal and

international trade, are highly vulnerable to climate variability and extreme weather

events. A successful trade sector will therefore require building resilience across the

entire economy of I(enya. Trade could also be impacted by carbon taxes, obligations

for emission reduction and the uncertain flow of products, raw materials and labour.

Development of low-emission products which climate finance can support:

o Promotion of low-carbon and green.cornmodities and goods that are produced

in a environmentally friendly, socially responsible and equitable way and;

. Climate proofing transport infrastructure, including storage facilities.

3.6 Tourism

The tor"rrism sector, which accounts for abor.rt l0 per cent of GDP, is important for

human development in Kenya because of its potential to reduce poverty and create

employment. However, climate variability is causing negative impacts that could

inhibit the positive contribution of tourism to Kenya. Increasingly warmer

temperatures are reducing plant and vegetation productivity in semi-arid

environments, affecting wildlife diversity and distribution. This results in wildlife
competing with domestic livestock and human beings for both food and water.

Kenya's coastline and beaches are prime attractions for tourists, especially during the

northern hemisphere winter lnonths. However, the main coastal areas are susceptible

to sea level rise due to low altitude, high temperatures and high humidity levels.

Realising the Vision 2030 objective of developing Kenya as a major tourism

destination globally will require consideration of climate change impacts and

commencement of appropriate response and intervention measures. Clirnate finance

can help to build resilience and promote low-carbon actions through:

o Promotion of Kenya as a low-carbon footprint destination through a

programme on greening the sector, for example energy efficiency in the sector

through such actions as solar water heating and lighting and efficient

passenger transport; and

. Research to understand the vulnerabilities of wildlife populations and the

potential impacts of tourism.
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3.7 Manufacturing Industry

Inclustly is a key pillar of wealth creation in Kenya, ancl exparrsion of this sectol is a

significant development strategy. The industrial sector cornprises tlte tranufhcturing.

construction, nrining and quarrying snb-sectors. Marrufacturing accounts for

approximately trvo-thil'ds of the sector's activities. and Kenya has one of the largest

nrarrufacturing sectors in Sub-Saharan Africa. GIIG ernissions are still relatively low

compared to other sectors, with emissions coming fronr electricity and fuel use in

industry as well as from industrial processes, rnainly from cernent and charcoal

production. Cement nranufacturing is highly energy and emissions intensive because

of the extreme heat required for production; and many cement manufacturers in

Kenya plan to turn to coal as a reliable and cheap fuel source, which will lead to

increased GIIG emissions.

The extractives surb-sector is a potentially high contributor to economic growth in

Kenya because high value resources such as oil, gas, coal and other mineral resources

have been discovered. Natural resource extraction utilises large quantities of water

and energy, and contributes to GHG emissions. In additiorr, the industry sector is

vulnerable to clirnate change because it relies on infi'astructure and services such as

water, energy and transport, and therefore is vulnerable to disruptions caused by

droughts and heavy rains. The exposure of sensitive infrastructure, such as pipelines,

to extreme weather events such as drought and flooding could result in disasters with

significant adverse impacts on the Kenyan environnrent, economy, people and their

property. Infrastructure investrnents need to internalise clinrate proofing. Clirnate

finance can sLlpport low carbon and climate resilient actions in the industrial sector,

including:

. Promotion of clean technologies, such as replacing clinker in the cement mix

with altemative materials to reduce enrissions;

. Energy efficiency in industry;

. lndustrial-scale cogeneration using biogas produced flrom agricultural residues

to generate electricity and heat;

. Developrnent of green industrial zones, such as a geothermal irrdustrial zone;

and

. Climate-proofing of industrial facilities.

3.8 Water and Sanitation

Water is a basic need and critical resource that is inrpacted by climate change.

Increased scarcity of water resources will negatively affect energy production and

agricultural systems, make resource manageurent more difficult, and increase the

likelihood of conflict.
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Potential irlpacts include declining forest coverage, higher costs to provide water to

comrnunities (rnany county governments rely on costly electricity-driven pumps),

reduced water quality and quantity for domestic and industrial use, high water pricing

and increases in waterborne diseases. Water scarcity, due to increased temperatures, has

also been linked to an increase in the incidence of diarrheal diseases, such as cholera,

where sanitation facilities are poor. Increased precipitation may accelerate the spread

of these diseases by overflow of sewage fi'orn latrines and run-off into water sources

causing contamination. Priority actions are closely linked to other sectors, such as

agriculture and forestry, and include:

o Integration of clirnate change information in water rnodelling and forecasting;

. Enhanced water storage capacity to facilitate an increase in irrigated land;

. Promotion of energy efficient technologies in water supply projects;

. Conservation of water towers; and

o Improved water management and water conservation, including rainwater

harvesting, recycling and reuse of water, water conservation awareness

campaigns, technology flor water conservation in water services and supply,

and improved watershed management.

3.9 Disaster llisk Management and Ending Drought Emergencies

Drought is a natural hazard in Kenya, and climate change is expected to increase the

magnitude, severity and frequency of drought episodes. The government's intention

to end drought emergenciesby 2022 could be jeopardised by climate change. Drought

has destroyed livelihoods and caused hunger, disease and even death; particularly so

in the arid and semi-arid lands that are most vulnerable to the impact of droughts. Of
the USD l2.l billion of drought-related damages and losses recorded in 2008-2011,

USD ll.3 billion was attributed to lost income flows across all sectors of the

economy. Drought incidences cannot be avoided, but drought need not become a

disaster if adequate and appropriate resilience measures are put in place. Appropriate
responses to ernerging drought and actions to develop long-term resilience to drought

could save lives and enhance Kenya's overall economic and social development, and

improve livelihoods in some of the poorest regions of the collntry.

Disaster risk rnanagement also responds to flooding, a climate hazard that occurs

relatively frequently. Riverine floods are the most dominant and ASALs are

particularly vulnerable to flash flooding. Urban flooding is becoming more frequent

with rapid urbanisation, poor planning and loss of green spaces. The National Climate

Change Action Plan reports that flooding results in losses of 5.5 per cent of GDP

every seven years; and flood-related fatalities in the country constitute 60 per cent of
disaster victims.
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I.'loods cause soil erosion and increase rurnoff fiom farms and agricultural enterprises;

and increase infrastructure costs because of dan,age to water, drainage and sewerage

systems; transport systems, strch as roads and bridges; and power systents, including

genelation and transmission. Flood events often cause an upsurge in waterborne or

sanitation-related diseases, such as typhoid, cholera, tnalaria and diarrhoeal diseases.

Climate finance can support actions to build clirnate resilience and reduce

vulnerability to dror-rght and flooding, such as:

. Monitoring systems - Quality, credible early warning and food security

rnonitoring systems tlrat rnake effuctive use of advances in meteorological

rnonitoring information technology;

o Multi-year food and cash mechanisms - Based on early warning and food

security data;

o Water managemerrt - Effective and environmentally appropriate systems of
water harvesting, management arrd irrigation, and emergency water supply;

. Clirnate-proofing of infrastructure - Infrastrurcture development (water and

selverage, transport, electricity) with irnproved climate-resilient standards; and

. Livelihoods diversification - Investment in community-based livestock

systems, crop farming (both irrigated and rain fed), dryland forestry and forest

products, fisheries and other alternative livelihoods.

3.10 Research and Innovation

Research and innovation will play a key role in climate change adaptation and

mitigation strategies and interventions. The complex and dynarnic nature of climate

change and its impacts requires Kenya to expand and maintain systems for targeted

and continuous research and innovation, including development of technologies for

the national or local context. Despite considerable effort, further research inputs are

required to determine how climate change will impact various economic sectors,

ecosystems and vulnerable groups. Ernpirical evidence is required to support policy,

legislative, technological and other interventions. The development and diffusion of
local technologies requires an enabling investment environment. Climate finance can

support such actions as:

. Incentives for the private sector and institutions of higher learning to

undertake research and innovation to develop affordable and locally

appropriate adaptation and mitigation technologies;

. Establishment of mechanisms to encourage and facilitate locally appropriate

clirnate change technology development; and

. Linking government, private sector, acadeuric and civil society organisations

with global climate change innovation institutions.
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4.0 STRATEGIC TNTERVENTIONS

The strategic interventions set out priority action areas to deliver on the Policy's goal

and objectives. These interventions are based on the principles, challenges and

opportunities set out in the earlier sections of this Policy.

4.1 Lcgal and Ilegulatory Framework

Policy Statement:

The Government will establish a clear and flexible legal and regulatory frarnework for

climate finance that is responsive to developments in Kenya, including delivering on

the climate finance elements of the Climate Change Act,2016, and climate finance

elements required under the international climate change regitne.

Interventious:

a) Establish a national climate finance mechanism (a Climate Change Fund) within

the legal framework established in the Climate Change Act, 2016 to support the

funding of activities

b) Augrnent the mandate of the National Clinrate Change Council to provide an

overarching national climate change coordination mechanism, through

development and setting up of an integrated platfonn to support the mobilization,

coordination, access to, and tracking of climate finance in Kenya, including both

domestic and international sources.

c) Work with the National Climate Change Council and the ministry responsible for

climate change affairs to develop regulations for duties relating to climate change,

within the legal framework established in the Climate Change Act, 20l6.

d) Foster strong national and county financial systerns for climate finance building

upon principles of the Public Finance Management Act, 2012 (as Amended 2014)

while identi$ing and coding climate change expenditure within the national

budget to aid in transparency and accountability of clirnate finance.

e) Develop laws and regulations for tracking climate finance mobilisation and

application, in line with guidelines to comply with reporting requirements of the

Paris Agreement on financial, technology transfer capacity building support

received by developing countries.

0 Develop new legislative instruments to govern the terms and type of
involvement of entities in GHG emission reduction initiatives and carbon

market initiatives. New instruments will be designed to facilitate GHG

emission reduction initiatives and carbon market engagement.
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g) Identify and implernent fiscal, taxation and other policy options (such as green

bonds) in priority areas with high GHG emission abatement poterrtial or high

climate resilience benefits.

h) ldentify legal and regr.rlatory barriers that discourage private sector and financial

sector low-carbon and clinrate resilient investment, and suggest solutions.

i) Prornote an enabling policy fi'amework for investrnent and create business-

friendly regulatory environments to encourage investrnent of climate finance in

key areas such as renewable energy, efficient transport, clean manufacturing,

sustainable agriculture and drought management.

j) Use policies, lalvs and regulations to develop market-based and non-rnarket-based

mechanisms.

k) Establish rules to detenrine the responsibility for paying costs and liability for

taxes.

l) Establish rules for the treatment of events in case of non-performance or disputes.

4.2 Governancc and lnstitutional Framervorl<

Policy Statement:

The Government will develop a governance and institutional framework that

maximises the opportunities for climate finance nrobilisation in the various sectors

of the economy.

Interventions:

a) Mainstream low carbon growth and climate resilience options into the planning

and budgeting processes and functions ofthe national and county governments.

b) Strengthen the capacity of priority institutions at the national and county levels to

access, disburse, absorb and manage climate funds in a transparent and

accountable manner.

c) Strengthen the capacity of priority institutions at the national and courrty levels

on matters related to fiduciary standards and management, and environmental and

social safeguards. Adopt and irnplement sector specific anti-corruption,

transparency, accountability and integrity rnechanisms to safeguard prudent

management of climate finance.

d) Provide advice to county goverrrments on pliority actions and strategies related to

climate change that should be in integrated into functions and budgets of
department and entities of county governments.

e) Establish a capacity building prograrnme at national and county levels to assist

priority government institutions, financial institutions, project developers, and

civil society in developing bankable projects.
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0 Develop a capacity building programme to help national and local financial

institutions assess the risks of new climate-related technologies and desigrr

innovative financial sclremes to sLrpport industry in adopting thern.

g) Augment existing coordination cornmittees under the National Climate Change

Council, such as the infonnal Joint Sector Working Group and the Inter-

Ministerial Climate Finance Technical Advisory Conrmittee with the new climate

finance mechanism (Climate Change Fund) to track and coordinate climate

finance and harmonise at the national and county levels.

h) Facilitate informatiorr dissemination and knowledge flow orr climate finance.

4.3 Framework for the Implerncnt:rtion of Lorv Carbon and Climate Resilient

Initiatives

Policy Statement:

The Government will rnobilise climate finance to facilitate the implernentation of
initiatives that enhance climate resilience and reduce GFIG emissions, as well as

contribute to Kenya's social, economic and environmental development.

Interventions:

a) Inform the National Clirnate Change Council on economic and fiscal impacts

related to climate change; in particular the likely irnpact of irnplementation of the

climate change action plan on the economy, the competiveness of particular

sectors, small- and mediurn-sized enterprises, employment opportunities, and the

socio-economic well-being of any segment or part of the population.

i) Integrate knowledge on clirnate finance, and the economic and fiscal impacts of
climate change, into policy and decision-rnaking processes.

b) Develop a climate investment framework linked to Kenya's NDC that clearly

highlights refonns needed to create the enabling conditions and sets out priority

investment opportunities to transition Kenya to a low-carbon climate resilient

economy.

c) Facilitate accelerated analysis and prioritisation of bankable projects and

programmes in key sectors, inch,rding Agriculture, Water, Forestry, Energy,

lndustry, Transport and Drought Management.

d) Develop and improve the portfolio of projects eligible for consideration by

actors providing climate finance.

e) Pursue project development under programmatic and other relevant schemes to

help srnall-scale projects access investment ftrnding.

0 Develop mechanisms that encourage and facilitate inter-industry collaboration

and co-financing of climate change projects.
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g) Establish a government-industry/financial sector loundtable to identify actions to

encourage the iniplementation of climate change mitigation and adaptatiort

actions by the private sector.

h) Encourage investnrents in and rnobilise climate finance for research and

innovation, including the promotion of public-private researclr partnerships,

increased domestic and international collaboration; arrd enhanced development

of locally appropriate climate change teclrnologies.

4.4 Frameworl< to Attract and Promote lilow of Climate Financc in I(cnya

I'>olicy Statemcnt:

The Government will attract climate finance and promote clirnate investment through

financial and econonric instrunrents, and cooperative approaches/market-based

mechanisms irr which lrenefits and risks are distributed equitably.

Interventions:
a) Working through the clirnate finance mechanisnr (Clirnate Change Fund),

develop a strategy to identify sources of clinrate finance. The strategy will
explore possible avenues to attract inte rnal and external climate finance,

including through foreign direct investrnent and other multilateral or bilateral
funding.

b) Pr-rt in place a mechanism and criteria to achicve a balance in the allocation of
rnobilised clirnate finance to adaptation and rnitigation actions.

c) Supported by the climate firrance mechanism (Clirnate Change Fund), foster scale

rup of clirnate finance through targeted strategic partrrerships with bilateral and

multi lateral partners.

d) Encourage "direct access" to clirnate funds through awareness raising and

capacity building to improve fiduciary standards, project management and

environmental and social safeguards within priority institutions

e) Develop rotrust and flexible public financial instruments to support and leverage

private sector investnrents in low carbon and climate resilient activities.

f) Promote investor confidence and parlicipation in market-based meclranisms,

focusing on the voluntary carbon market over the short term, while preparing

for the mechanisms created under the Paris Agreement.

g) Facilitate Kenyan participation in tlre design and implementation of
cooperative approaches and market-based nrechanisms.

h) Enhance the generation, rnanagement and issuance of emission reduction credits

and trading of carbon credits. Enhance Kenyan capacity to engage in carbon asset

activities, strengthen the viability of dornestic carbon asset production and

increase access to international carbon markets.
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i) Improve capacity to develop, implement and report on initiatives supported

through results-based finance, particularly in relation to I'orestry projects.

j) Establish innovative mechanisrns for additional resource mobilisation, such as

green bonds.

4.5 Tracking, Monitoring, Reporting and Verification Framework

Policy statement:

The Government will establish a national Monitoring, Reporting and Verification
(MRV) fi'amework to provide a clear overview of domestic and international climate

financial flows, trends, sources and purposes.

Interventions:

a) Develop a strategy and make regulations setting out procedures and powers to

monitor financial, technology transfer, and capacity building support received to

comply with the Paris Transparency Framework.

b) Develop a strategy to monitor and track uses of clirnate finance by various

national, county, non-state and private sector actors, to enhance integrity and to

eliminate corrupt practices.

c) With the support of the clirnate finance mechanism (Climate Change Fund),

establish a climate finance h'acking system, including development of required

subsidiary legislation, taking into account international best practices and the

Paris Transparency Framework requirernents.

d) Prioritise and enhance the use of existing MRV processes, data collection and

inforrnation management systems (such as the Integrated Financial Management

Information Systern UFMIS], National lntegrated Monitoring and Evaluation

System INIMES] and Electronic Project Management Information System [E-
PToMIS]) for completeness, transparency, comparability, accLrracy and efficiency
in regard to climate finance.

e) Integrate the climate finance tracking system with perfonnance, outcomes and

benefits sharing and reporting.

0 Ensure that the clirnate finance MRV system is transparently linked with national

and county sustainable development planning, budgeting and rnonitoring

systems.

g) Publish and disseminated update information on climate finance, and provide

necessary inputs to international reporting obligations on climate finance.

h) Support capacity building of the NDA, NlEs and other climate finance actors

to monitor the clirnate change and sustainable development impacts of projects

under implementation, and report on climate change programmes to

policyrnakers and donor agencies.
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j) Build capacities of national and county entities to participate in the MRV process

and systenrs, including tracking the flow of financial, technology transfer and

capacity building sLrpport received; and tracking rrational arrd sustainable

development impacts resulting frorn activities.

k) Develop institutional capacity to undertake baseline calculations in the major

GFlG-emitting entities in order to facilitate GI{G ernission rnonitoring and

reporting that will enable MRV of results-based finance.

i:11 '
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5.0 GOVERNANCB STRUCTURE

5.1 [mplementation

The National Treasury will lead and facilitate the implementation of this Policy. The

National Treasury shalI rnobilise adequate resources for the successful

implementation of the Policy and develop required laws and regulation.

'fhe strategic interventiorrs identified in Section 4 will be operationalised by the

National Treasury and its partners, including county governments, through the

incorporation of specific actions in their strategic and operational plans. These plans

will provide detailed inforrnation on specific actions to be undertaken, the

implementing agencies and partners, timelines and costs.

5.2 Institutions

The rnain government institutions and stakeholders engaged in the delivery of this

Policy are described below.

5.2,1 Oversight, Implementation :rnd Monitoring

The main governn'tent institutions engaged in the oversight, implernentation and

monitorirrg of this Policy are described below.

a) The National Clirnate Change Council CNCC), established under the Climate

Change Act,2016 arrd chaired by the President, will guide the implernentation of
this Policy and receive at least bi-annual reports on the implernentation of this

Policy. The council's mandate is to provide legislative and policy direction,

supervision, oversight and guidance on climate change across all levels of
government. The Council will adrninister the climate finance mechanism Climate

Change Fund (CCF), including approving requests for funding, making funding

allocation decisions, and improving the tracking and coordination of climate

finance.

b) The National Treasury (NT) is the primary custodian for all matters of climate

finance and shall establish a Climate Finance Secretariat (CFS) to be responsible

for the overall coordination and implementation of this policy. The National

Treasury will set up an office dedicated to climate finance, and will coordinate

and facilitate activities related to climate finance, including the activities of the

climate finance mechanism (Climate Change Fund) and the Inter-Ministerial

Climate Finance Technical Advisory Committee (ICFTAC). The National

Treasury is Kenya's National Designated Authority (NDA) for the Green Climate

Fund.
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c) The Ministry responsible for clinrate change affairs shall provide technical advice

and services on clirnate change to the National Clirlate Council, National

Treasury and the Technical Advisory Committee.

d) 'fhe Inter-Ministerial Climate Finance 'fechnical Advisory Colnnrit'tee, ',vorking
as appropriate, with the clin'rate finance mechanism (Clirnate Change Fund), shall

offer advisory services to the Government, including the National Climate

Council, on climate finance and tlre means to generate clirnate finance. The

Committee shall be comprised of representatives frorn relevant lirre ministries,

the Chairperson of the Council of Governors, and representatives fi'orn the private

sector, civil society and academia.

5.2.2 County Governmcnt, and Other Govcrnment Ministries, Departments

and Agencies

Other government nrinistries and agencies that play important roles in the

implenrentation of this Policy are described below.

a) The Ministry in charge of energy shall provide support on all matters related to

energy within this Policy.

b) The Ministry in charge of agriculture shall provide support on all matters related

to agriculture, livestock and fisheries within this Policy.

c) The Council of Governors shall be the primary conduit for all matters of climate

finance for the counties.

d) County governments shall consider climate finance in their efforts to mainstream

climate change in County Integrated Developrnent Plans, taking into account

national and county priorities.

e) The Ministry or agency that rnanages the National ITEDD+ Programme shall

provide technical support on matters related to REDD+ clinrate finance.

0 "fhe agency responsible for drought management and disaster risk reduction shall

ensure climate finance issues are mainstreamed within drought rnanagement

plans and that the impacts of clin-rate change are sufficiently addressed in funding

programmes so as to ensure clirnate proofing.

g) The National Treasury, in its role as the NDA to the GCF, shall develop and

implement a procedurc to review project and progranlme proposals for the GCF

in order to issue the required No-Objection Letter as well as a procedure to

norninate potential Implementirrg Entities to the GCF.

h) The agency recognised as the Designated National Authority to the UNFCCC for

the CDM and the NIE for the Adaptation Fund shall continue to facilitate project

proposal approvals for the CDM and project proposal development and delivery

under the Adaptation Fund.
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i) The agency irr charge of standards and labelling shall provide standardisation

solutions for sustainable development.

j) The agency in charge of investrnents will play an indirect role in facilitating

climate investments in Kenya for both domestic and foreign investors, and shall

specifically prornote the underlying assets of CDM and REDD* projects in

Kenya.

5.2.3 OtherStakeholders

Civil society, academia and the private sector are critical stakeholders for the

implementation and oversight of this policy.

a) Research institr.rtiorrs and universities will play a key role in research, education,

capacity building and establishment of centres for excellence on clean

technology, clirnate financing and emissions trading.

b) Civil society will play an irnportant role in awarerless creation, monitoring and

oversight, and will be encouraged to access climate finance to irnplement low

carbon and climate resilient initiatives.

c) The private sector will play a critical role in irnplernenting actions and investing

in low carbon climate resilient technologies.

5.3 Capacity Iluilding

The capacity in the areas of clirnate finance and fidr-rciary management is currently

inadequate. The Covernment will endeavour to build this capacity over time. In this

respect the Government will:

a) Provide training in areas related to climate fiuance, particularly for matters

related to fiduciary managen'rent, and environmental and social safeguards.

b) Establish strong linkages between local and international organisations dealing

with clirnate finance.

c) Provide adequate budgetary pre-event preparation, event and post-event support

of the Kenyan team that participates in international negotiations and discussions

on climate finance and other aspects of climate change.

5.4 Monitoring and Evaluatiott

The National Treasury shall be responsible for monitoring and evaluation (M&E), and

shall develop a continuous programme for M&E of the Policy. The programrne shall

be conducted by relevant stakeholders fi'om public and private sectors, and

undertaken in a manner that ensures the vision, mission, objectives and strategies of
this policy are appropriately implemented.
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This Policy shall be reviewed every three years to assess its effectiveness and

relevance iri dealing with erlelging national and global clinrate financial issrtes.
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6.0 FINANCIAL REQUTREMBNTS

To meet the stated objectives irr this Policy and its related laws and regulations

approxirnately Ksh. 200 rnilliorr annually will be required over five years to snpport

operationalisation of the policy. The National Treasury requires funding to mobilise

short- and long-term experts to prepare and develop bankable pilot clirnate projects;

support the functioning of the clirnate finance platform and its Climate Change Fund,

Inter-ministerial Clirnate Irinance Technical Advisory Committee; undertake research

and piloting of climate resilient and low carbon technologies; participate in

international discussions and negotiatiorrs on climate finance; act in its capacity as the

NDA for the Green Clirnate Fund; build capacity of national government ministries

and departments, counfy governments and other stakeholders; and develop regulations

and guidelines.

In addition, the required funds will enable the government to prepare national and

courlty Clirnate Finance Mechanism including the establishment of Clirnate Change

Fund as required by the Clirnate Change Act 2016 and to financially support clitnate

clrange activities, as well as support any role it may play to coordinate and track

clirnate finance and rnobilise additional resources. This funding will be factored

within the Mediurn Term Expenditure Framework (MTEF) starting Financial Year

2017 / 18 F'inancial Year.

i.:i r 
',.1:r
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APPBNDIX I: DBFINITIONS AND TERMINOLOGY

Adaptation: Adjustment in natural or human systems in response to actual or

expected climatic stinruli or their effects, which moderates harm or exploits beneficial

opportunities.

Adaptation Fund: A fund under the UNFCCC generated by charging an adaptation

levy on CDM projeots. 'fhe purpose of the fund is to help vulnerable developing

countries meet tlre costs of adapting to a changing climate.

Adaptivc Capacity,: The ability or potential of a system to respond successflully to

climate variability and change, and includes adjustments in both behaviour and in

resoul'ces and technologies.

Capacity Building: The process of developing the technical skills and institutional

capability to effectively address climate finance within mandates and responsibilities.

Carbon Credits: A financial unit of rneasurement that represents tlre removal of one

tonne of carbon dioxide equivalent from the atmosphere. Carbon credits are generated

by projects that deliver measurable reductions in greenhouse gas emissions, and can

be sold or traded through carbon markets.

C:rrbon Market: A trading system through which countries or other entities may buy

or sell units of greenhouse gas ernissions in an effort to meet their national linrits on

emissions, either under the Kyoto Protocol or under other agreements such as that

among member states of the E,uropean Union.

Carbon Scquestration: The process of removing carbon frorl the atmosphere and

depositing it in a reservoir or "sink", such as soil or trees.

Clcan Dcvclopmcnt Mechanism (CDM): A Kyoto Protocol initiative under which

greenhouse gas emission reduction projects in developing countries generate tradable

carbon credits called Certified Emission Reduction. These credits can be used by

developed nations to oflset their carbon emissions and meet their Kyoto reduction

targets. Kenyan CDM projeots include renewable energy generation, irnproved cook-

stoves and reforestation. Despite a strong initial promise to generate finattoing for

emission reduction projects, the CDM has a limited role since 2013. An oversupply o[
credits combined r,vith a lack of demand for such credits in developed countries has

significantly reduced the scale of financing for developing countries through the

CDM.

l
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Climate Change: Changes in global or regional clirrrate patterns, includirrg changes

in tenrperature. wind patterns and rainfzrll. lrr particular, clirnate change retbrs to a

change apparent fronr tlie rnicl to Iate 20(l'century onwarcls and attributecl targely to

hurnan activities that increase levels of greenhouse gas errissions, especially

atrnospheric carbon dioxide producecl by the use of fossil fuels. Climate change is

sometimes referred to as global warming, which specifically refers to the long-term

trend of a rising average global temperature.

Clirnate Finance: While climate finance is not clearly defined in the international

clirnate change regime, in this policy it means the flow of funds (both dornestic and

foreign sources) toward activities that reduce greenhouse gas ernissiorrs or build

clirnate resilience. Clirnate finance comprises both public and private sources. Public

firrance includes United Nations and global climate funds; funds througlr bilateral and

rnultilateral partners; and donrestic governrnent funds allocated to climate change

actions. Private finance includes funding provided by for-profit and non-

governmental organisations; philanthropic foundations; and public and individual
charities.

Climate Proofing: Assessing current and ftrture climate risks and impacts, and

adjusting investment and business decisions to account for anticipated harrn and

losses as well as opportunities.

Climate Resilience: Closely linked to adaptation, building climate resilience includes

reducing vulnerability to climate change, making sure that the impacts of climate

change are avoided or cushioned, and enabling people to respond to climate risks.

Confcrencc of the Parties (COP): 'fhe supreme governing body of the UNFCCC,

which meets once a year to review the Convention's progress. The word "conference"

is not used here in the sense of "meeting", but rather of "association".

Cooperative Mechanisms: The Paris Agreement avoids direct reference to market-

based approaches, but establishes cooperative approaches that will allow for the

transfer of emission reductions and removals. The first is the voluntary international

transfer of mitigation outcomes, which allows any county to purchase or sell

rnitigation outcomes as it strives to achieve its NDC. The second is a sustainable

developrnent mechanisrn that allows the sale of emission reductions internationally to

other countries that can use the reductions to achieve their NDC. The rules for these

cooperative mechanisms need to be drawn up in a process that could take several

years.

Direct Access: A funding stream where the recipient country can access finance

directly from a fund without going through a third-party intennediary.
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Dcsignatcd National Authority (DNA): An authority designated by a national

government for the Clean Development Mechanistn to revielv and approve CDM

activities. 'fhe National Ilnvironrnent Management Authority is Kenya's DNA to the

Clcan Developrnent Mechan isrn.

Emissions Trading: One form of carbon pricirrg creating a nrarket-based systern for

regulating the emissions of greenhouse gases. The quantity of emissions is controlled

and the price is allowed to vary by the issuing of tradable ernissions perrnits. These

rights to ernit can be traded in a commercial market under an emissions trading

scherne.

Enabling Environment: Robust national policy and institutional frameworks to

effectively plarr, acccss, disburse, absorb and manage clirnate funds irr a transparent

and accountable nranner.

Executing Entitics: Olganisations that execute eligible activities supported by the

GCF under thc oversight of accredited NIE.

Grecn Climate Fund (GCF): A fund within the framework of the UNFCCC that

aims to assist developing countries address clirnate change. lt is intended to be tlre

cerrtlepiecc of efforts to rnobilise clirnate finance ot$100 billion a year by 2020. and

the rnain multilateral f)nancing mechanism to support mitigation ancl adaptation

action in developing countries.

Grccnhousc Gas (GHG): Any gas that absorbs infrared radiation in the atmosphere.

Creenhouse gases include, but are not limited to, water vapour, carbon dioxide,

methane, nitrous oxide, chlorofluorocarbons, hydro fluorocarbons, hydro

chlorofl uorocarbons, ozone, per fluorocarbons and sulphur hexafl uoride.

Intergovernmental Panel on Climatc Chzrngc (II'CC): Established in 1988 by the

World Meteorological Organization and the LIN Environment Programme, the

Intergovernmental Panel on Climate Change surveys worldwide scientific and

technical literature and publishes assessment reports that are widely recognised as the

rnost cledible existing sources of inforrnation on clinrate change. It is n scieutific body

under the auspices of the United Nations that reviews and assesses the most recent

scientific, technical and socio-economic information produced lvorldwide relevant to

the understanding of clirnate change.

I(yoto Protocol: Tlre agreement reached in Kyoto in 1997 under the UNFCCC that

commits developed countries and countries making the transition to a market

econonty (Annex I counties) to achieve quantified targets for decreasing their

greenhouse gas emissions.
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Low Carbon Develo;lrnent Pathrvay: A national development plan or strategy that

encompasses low-ernission econornic growth. Transitioning to this pathway means

taking actions, where possible, to encourage greenhouse gas emissiorrs that are lower

than business-as-usual practice; and reducing the hurnan causes of emissions by

rnoving toward a resource efficient economy that is as low-carbon as possible and

enhancirrg carbon sinks.

Measurement, Ileporting and Verification (MRV): A term used to describe all

measures which countries take to collect data on greenhouse gas elnissions, mitigation
actions and support, to compile this information in reports and inventories, and to

subject these to sorne form of international review or analysis. 'l'he NCCAP proposed

an integrated MRV+ {r'amework for Kenya to measure, report on and verify the

results and impacts of rnitigation, adaptation and climate finance actions, and the

synergies between them.

Mitigation: In the context of clirnate change, a human intelvention to reduce the

sources orenhance the sinks of greenhouse gases. Examples include using fossil fuels

more efficiently for industrial processes or electricity generatiorr, switching to solar

energy or wind power, improving buitding insulation, and expanding forests and other

"sinks" to remove greater amounts of carbon dioxide from the atmosphere.

National Dcsignated Authorify (NDA): An authority designated by a national

government for the Green Climate Fund, to recomrnend to the Board funding
proposals in the context of national climate strategies and plans. 'fhe National

Treasury is Kenya's NDA to the Green Climate Fund.

National Implementing Entity (NIE): A national legal entity that has been

accredited by the GCF Board as rneeting its criteria to access funding for the

irnplementation of eligible activities approved by the GCF. NEMA is approved as an

NIE for Kenya, accredited to have direct access tbr GCF funding of Lrp to USD l0
rlillion.

Nationally Appropriate Mitigation Action (NAMA): An action that reduces

emissions in developing countries and is prepared under the umbrella of a national
governmental initiative. They can be policies directed at transformational change

within an economic sector, or actions across sectors. NAMAs emphasise support from

developed countries to developing countries in the form of technology, financing and

capacity building. NAMAs can be formal submissions to the UNFCCC by developing

countries seeking support.

Nationally Determined Contribution (NDC): Upon ratification of the Paris

Agreement, countries will subrnit their NDCs, or their national contribution to achieve

the global goal of the Paris Agreement. Most NDCs include a GHG emission

reduction target and an adaptation goal. Kenya's NDC is based on its NCCAP and
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National Adaptation Plan, and thus consisterrt with Vision 2030 and sustainable

developrrent goals.

Ottset: Carbon offsets are credits issued in return lor a reduction of atmospheric

carbon emissions through pl'ojects. By paying for such emission reducittg activities,

individuals and organisations can use the resultiug credits to offset their own

emissions, either volr.rntarily or under the rulcs of tnost emissions trading schemes.

Once offset, their credit equates to an ernissions reduction of one tonne of carbon

dioxide.

Paris Agrecment: An agreement within the flramework of the UNFCCC adopted by

195 counties in Decernber 2015 to deal with nritigation, adaptation and climate

finance. The agleentent aims to reach global peal<ing olgrecnlrouse gas etnissions as

soon as possible; to increase ability to adapt to the advelse irnpacts of clirnate cltange

and loster clinrate resilience and lolv greeuhousc gas emissions developrrrent; and to

make fiuance llor,r,s consisteut with a pathway tovvards lorv greenhouse gas emissions.

Tlre Paris Agreenrent is due to enter into fbrcc in2020, but rvill conte ittto etfect and

be legally bincling only afier at least 55 countries representing at least 55 per cent of
the total CFIG gases latity tlte Agreetnent.

Public frinancc Mechanism: Financial commitments made by the public sector that

alter the risk-reward balance of private sector investments, with the ainr of mobilising

investment in climate change activities.

I'ublic Privnte Partnerships: Public Private Partnerships are all association between

governrlent and private sector through which private financing is utilised to perform a

public function, at a profit to the private sector.

Iletlucing Brnissions from Deforestation and forcst Degrntlation plus the role of
conservation, sustainable managcment of lbrests and enltancement of forest

carbon stochs (REDD+): A mechanisrn under the UNFCCC designed to create a

financial value lcrr the cart:ou storecl in lbrests. oflering irtcentives for developing

countries to reduce enrissions by rrot clearing forested lands.

Results-blsed Financing: A modality of disbursing finance for payments for projects

or interventions conditional to the achievenrent of previously agreed results. Similar

to the CDM, whereby payrlent is made contingent upon delivery of verified emission

reductions. Results-based finance for REDD+ links payments to both GLIG emissiorl

leductions and enhancements in forest carbon stocks.

Relbrestation: The direct human-induced conversion of non-forested land to forested

land through planting, seeding and/or the human-induced promotion of natural seed

sollrces, orr land that was forested but that has been converted to non-forested land.
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Sustainable Devcloprncnt: Development that rneets the needs of the present without

cornpromising the ability of future generations to meet their own needs.

Technology Transfer: A broad set of processes covering the flows of know-how,

experience and equiprrent for reducing greenhouse gas ernissions and adapting to

climate change.

United Nations Framervork Convention on Clirnate Change (UNFCCC): The

international agreement for action on climate change that aims to stabilise greenhouse

gas concentratiotls in the atrnosphere at a level that would prevent dangerous human

interference with the clirnate system. The UNFCCC entered into force in 1994 and

has 192 signatory parties.

Voluntary Carbon Market: The market created through carbon credit purchases that

are made voluntarily (and outside the compliance market created under the Kyoto

Protocol where countries are legally obligated to reduce emissions). 'fhis rnarket is

driven by the private sector for corporate social responsibility reasons.

Vulnerability: The degree to which a system is susceptible to, or unable to cope with,

adverse effects of climate change, including clirnate variability and extremes.

Vulnerability is a firnction of the character, rnagnitude and rate of clirnate variation to
which a system is exposed.
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