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AFD Agence Fran aise de D veloppement

AfDB African Development Bank

CDM Clean Development Mechanism

CERs certified emission reductions

Ccop Conference of the Parties

CSR corporate social responsibilit

DFID Department for International Development

EUETS European Union Emissions Trading Scheme

GCF Green Climate Fund
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I
IFC International Finance Corporation

KCCAP  Ken an Climate Change Action Plan
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MDBs Multilateral development banks

MW Mega |hatt

NCCRS  National Climate Change Response Strateg

RDBs Regional development banks

SIDA S hedish International Development Cooperation Agenc
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UNFCCC United Nations Frame hork Convention on Climate Change
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This chapter pr¢videp an overvie || of [the current climate finance landscape, and Ken as
e isting interactions |jith it. It divifles the anal sis into international and domegtic sources of
finance.

3.1 I

I %b , $97 4
Figure A1 |belo || prpvides p useful Ja of depicting the international cljmate finarce
landkscape. |The [feft hand side depictdfdifferent sources of climate finance,] e.g. bilatefal

agerjcies, rultilgiteral agencjes, the pflvate sector and philanthrop ; the njiddle colurhn
spedifies the finfhcial instrugnents profjded b these different parties; and th¢ final colurhn
sho |s the {ctivifes that are pupporte these financial resources. In other |jords, climgte
finajfice flo |js frdgn bilateral Jources ac¢punt for around 20 per cent of climatelffinance flo |s,
arofhd 4 fgr cet of total climate finqfce is provided as grants and 96 per dint of climffe
finafjce flo ks ar¢directed to |jards mitightion.

F AE , 2009-2010

Bilateral flows i.e. AFD,
DFID, ~20%

Multilateral flows i.e.
IFC, AfDB, ~13%

[
Climate funds ~4%

Non-concessional
Private capital, ¥60% loans ~60%

Carbon offsets
~2%

E quity
~20%

Phi\anthropyy,"‘l%
Concessional loans

2009-2010.




A numpber of ke feftures chn be seen from this figure:

* | Private|cagjftal flo |js account for a significan} pr portioﬁ of international cli:Lnate
finance|flo |k. Acceffs to this source of finance |jill Ife crucipl if Ken a is to finande its
ambitigns.
* | Consistentfljith thj§, the majorit of financial flesojirces afe frovided as either hon-
concesdionfigldebt ¢t equit .
* | Globall|, tliffvast rjfajorit of climate finance igflo Jjing to Jjardls mitigation; less fhan
5 per cgnt [flused {¢ finance adaptation. This i in{gnsistefjt |ith Ken a s needs| the
NCCRS| h4d4]l a mpkh more even split of rpjuifed fi 1 resources bet |jeen
adaptatjon|dhd mifigation.

The t]jo follo |jing| sub-chapters go into more detail on|public private internat|gnal




A2:

UNFCCC
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e In terms of bilateral development partners, it is estijnated that projectt and
programmes valjiing around $1.4 billion are currentl suppprted b bilateral agencies
in Ken a. The
than $400m)

D has the largest programme in Ken a ( |jith projects valuing more
ith the Danish International Developm[fint Agenc , the S |jedish




International Developiment Cooperation Agenc|, [IDFID and KfW being othdr ke
development partndrs pupporting climate changd adtivities.

e Multilateral developmjent partners have climatg fhange relevant activitieg
value of $0.9 billio1], |jith the World Bank and thel Affican Development Bar
easil the most impg@rifint partners.

e In terms of climat¢ finds, the Scaling-Up Rer
investment plan of|$#f million in Ken a5, of
disbursed to date; e the Special Climate C
Facilit Trust Fund the Forest Carbon Part
all disbursed reso L4t to Ken an projects. In
resources have beerffldl§bursed from climate fun pfojects in Ken a.

¢ Of the total $2.3 ll ibn invested in Ken a b lopment agencies, rou
million is in the erj¢rg sector and $670 milli ater and sanitatio
agriculture and coagfal areas account for most of|{Hje rdt.

e The am( al f gevoted to mitigation arld adtation is roughl
adaptati more, as is appropriffte for the Ken an si

A

able Energ Programme
h |around $25 million
e Fund, the Global Envi
ip Facilit Readiness F
1 4round $300 million

H )
T a
a a
( ),

ATl RN A 11as Deell Te ativel successful
at attracting ipternational puplic suppart, this has com¢ af the cost of fragmentation. There
are at least 15 different agericies suppprting climate charjge activities and programmes in
Ken a, each carr ing their o |n administrative costs anjd |jith different rules and processg¢s
concerning both the e tent, ajid means,|of engagement |jitilithe Government of Ken a. Thefe
is little evidefce of the poo g of reqources. Althougl #le Climate Change Coordinati¢n
Group providgs a forum for hffrmonisatjon, it is infgrmafjafid not legall binding.

|:i

bal level, tHe lik$l | mergence of the Green Clitn
idation of the ] jsfing arra of climate funds, and, ht
itioal tlimate funds to manage the flo |is
ithin countfies.

K o ht the pl
Fund [GCF), Jjhich ma faciljtate CO:E,
the nqtional Ifel, a greater interest i

of intdgrnationfll public climate finande

G F
globgl fund|for climate changeffi
Partiep (COP pf) in Durban in 2011 |ji

‘to evolvp over time and become the ma
nce’’. It |jas launched at the 17" Conference of t
the intentfbn of making a significant and ambiti
contripution o combatting, and ad g to, climdfle change. It is plausible that, over
this Jll supersede the e isting feration different funds; indeed, the Cli
Invesfiinent Funds contain an e pliciffshinset clauselinked to the establishment of the GQF.' A
furthgt ke feature of the GCF is [} 'commitmer]§ to provide balanced funding bet |jeen




adaptation and mitigati¢n, |hich Jjould impl a different allo¢ation to that currentl
achieved globall (as sho | inffFigurelf1).

N )

e §|m of §gch funds is to provide a cenialis d pool of resources
that can be allocated| tp| indfviduall fprojects and programmes afcordling to a common,
nationall -relevant set|of|priofities afjd criteria. Bangladesh, Bra il §nd Ijdonesia are among
the countries that havd dgveloped a nlational funding entit . B allo |jing flunding decisions to
be made at a national Jevel, it is e pected that climate change finanffing |ill be better placed
to address or respond o developing countr concerns or priorities (jfich f formulated in the
Ken a Climate Change]Action Plan). B reducing the multiplicit offfliffefent procedures and
processes associated |ith acquiring funding from different sourdgs, t can also reduce
transaction costs.

e G@¥erning Instrument

for the Green Climate|Fund states that T B a a a a a
a a , including through funding entities [emphasis added]
a a a a 8, The GCF is

also committed to pursue countr -driven approaches and promote and strengthen
engagement at the countr level through involving relevant institutions and stakeholders.

K N C F ( B)
K

KCCAP.

3.12 F

P

sho |n i Figure A1, the best est
clinfite finance currentl comes
congitrfients e plicitl note that
finaffce |ill be used. As the Repor
Clinjhte [fhange Financing notes:
a a a -a
pradfice ffbcused on) mitigation.

K
A .JAs part of the consultation e ercise among international investors undertaken as
part of the



. Carbon market activities are (predominantl ) private sector
projects |jhere it can be demonstrated that the project results in a deviation from a business-
as-usual [evel of emissions. The deviation in emissions can be cr stallised as a credit that




* Public engagement [jith sources of privaje finance.

As e plained in|section E off the Investment Cljmate for Climate Investment, alkd elenjent
of financing th¢ Climate (Jjange Action Plan |ill be to introduce reforms consiftent |jith
these ideas, so ds to catal sdlfereater (internatioihl) private sector investment.

3.2 N

N

K - R - . Belo e disfups
the current stafe, and ke areas of debate, in relation to these redources. ove, |ie

distinguish bet |jeen public and private sources.
3.2.1 P

K
KE 37 ( $450 .
This is derived|troh some 3¢ to 35 ongoing projects and activities. A{ Figure A3 sho |js, the
bulk of these résoufces, aroynd 45 per cent, are in the energ sector, [jith forestr andffland-
use projects and [jater and] sanitation activities accounting for a ffrther 20 per ¢gnt of
resources each. Cq@sistent |ith this, the Ministr of Energ and Mifffistr of Envirdj§ment




Water &
Sanitation
19%

S :KIPPRAa| ASI
3.2.2 P
K

- R - , and it can build on the strong bakse
alread edtablished. The Ken an private sector is estimated to have invested close to $1§0
million in| rene Jjable lenerg projects alone to date, a figure that rises to in e cess of $1.2
billion if [the Hn a|Electricit Generating Compan | arjd the Ken |a Tea Development
Authorit [parasfftals pre included. Much of this investnpent has been focused on geothérn]al
activit , Hut refftive fo international investors the Keph ah private sector has also sho |n
interest inf othefflfene Jjable technologies, especiall small hi i

K C C

It |l m¢ht
climate |jith clear |§nd transparent regulation a ives.
Comple ting this, [the judicious use of public financglc4Ml help to lev¢rage Ken an pfivhte
sector inyiistment. THis can build on the e perience Ke Is
as the Gefghermal Development Corporation, a 100 peif|ge] hich
is absorbijg the earl stage drilling risks of geothermal
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It builds on the over:]:l conte t provided in the previous chapter and sho
e. Further details are provided in the four subsequelfit
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B
It is intended that this
international climate fin}

uld become thf pri
e. In doing sq, it

ould ai

N

C
ar vehicle for receiving an
to overcome the

F .
 disbursing
hallenges of

fragmentation associatedfjlith the currenf dislirsemeqt of international pyblic climate
finance in Ken a, and buffjiflan institution [jithifffKen a |jith core climate|finarjce|e pertise.
This e pertise, together the adoptionfpf roffust govygrnance arrangements, safeguards
and a clear set of fundingiorities (the KL AP)[fhould Belp $trengthen Ken ajs fosition as
a credible and attractive {@Bfination for int¢fnatifgnal puljlic climate finande flo |;s.[The Fund
could also bedome a vehidf for providing pfblic fihance tjjat njight leverage greftel amounts
of private finance from bgfiii[Ken an and ovigrseaffinvestoff. The Governm¢nt oflKgn a could
also commit gublic resoufg¢s to this Fund.
C N C F

G )

nlm .] The proceps |b hich the
governmpnt rhanages funds from development agencies (as |jell as its o |n fevelflie) has a
major |bgaring on the speed of funds disbursement to impflementing #kehciesfi(e.g. line
ministfigs or NGOs), and consequentl on the effectiveness dfl project imfflementfftion. The
section] idlentifies that the absorption rate of climate finance, §hd developifferft finjgnce more
broadl|, Js lo | This is due to a range of factors, from budgetifjg and fund ffjo || chgljenges on
the pahrt of ifge Treasur and line ministries, to the non-4ignment o errfffnent and
developmpent fpartner fiscal policies and procedures, to the 13¢k of priori ion |¢f climate
changq |jithif] the budget. It makes a series of recommendjtions to i ve pbsorptive
capaci{ fincliiding continuing improvements to the governmg¢nt s PFM s [stdih, the creation
of a clijnfiite qifange code in the budget, the standardisation of governmen development
agenc |fffcal fgractices, and improvements to the modalities of project implepp¢ntation. All of
these |jildhay¢ a direct bearing on the full design and establishment of the Igtional Climate
Fund.

D K

b

. As referenced above,
secand |paper, e ternal facfors mean that Ken as acc
the shprt to medium term. [This demandg a strategic r
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-carbon climate resilient
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vironment that is either
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eet the needs of projedf developers and a lack of
s. It identifies a series of
creation of a one-stop
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rene |jable energ ; improvements to the Heed-in Tariff regime; the development of a national
enerd] efficienc polic and greater co-ofdination of technical assistance programmes. The
implfimentation of these interventions Jjould be an important complement to the Ken a
Natiglhal Climate Fund and carbon tradinl§ platform.
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1 Government of Ken a, National Climate Change Response Strateg , (April 2010)
2 UNFCC, Draft decision -/CP.15 Copenhagen Accord (18t Decembt
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