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Preamble

Financing Locally led Climate Action (FLLoCA) Program is an innovative program, jointly funded by the
Government of Kenya and the World Bank to create resilience at the local (and community) levels to mitigate
the impact of climate change. The program will start in the course of FY 2021/22 and run for four fiscal years.

At the core of FLLoCA are two intergovernmental fiscal grants that are, in principle, available to all county
governments in Kenya, being the County Climate Institutional Support (CCIS) Grant, meant to help and
incentivise county governments to get legal, institutional and organisational arrangements in place to be able
to budget, plan for and implement for Climate Change Adaptation through County Climate Action (CCA);
and the County Climate Resilience Investment (CCRI) grant, a performance-based grant to fund such County
Climate Action. The size of the CCRI grant for each county is partly determined by the counties performance
with regards to Climate Change Adaptation; the better a county performs, relative to all other countics, the
more resources it will receive for CCA investments.

’Fhls manu.al sets out the rules of the game for both grants, whtch are to be seen as conditional

county officials as well as beneficiaries at the ward and cnmmumty level necd to know about the grants to be
able to properly use and take maximum advantage of the grants. The target audience for this manual are
FLLoCA stakeholders and beneficiaries in the counties.

This grant manual is an annex to FLLoCA’s Program Operational Manual (POM). Those interested to get a
full overview of the programme, including the components outside the grant, and/or how the system of
disbursements from the World Bank to the Government of Kenya is organised (with the so-called
Disbursement Linked Indicators or DLIs] are referred to the mam text of the POM and the Project Appraisal
Document (PAD), available at ' jects-operations/project-detail/P173065
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Acronyms and Abbreviations

APA
CBK
CCA
CCAP
CCCF
CCIS
CCRI

Annual Performance Assessment

Central Bank of Kenya

Climate Change Adaptation / County Climate Action
County Climate Action Plan

County Climate Change Fund

County Climate Institutional Support (Grant)

ccu
CEC/M
CG
CIDP
CoB
CoG
CRF

DA

DLI

ES

ESIA
ESSA
FLLoCA

G-FLLoCA

GoK
IDA
IPF
ITAC
KDSP

KES / Ksh

KUSP
MAC
MC

County Climate Resllience Investment (Grant)
Cnunt'.yp.ClhiH'.tat'e“ Cﬁénglam Uﬂl’i S
County Executive Committee / Mermber
County Government

County Integrated Development Pian
Controller of Budget

Council of Governors

County Revenue Fund

Designated Account

Disbursement-Linked Indicator
Environmental Safeguard

Environmental and Soclal Impact Assessment

Environmental and Social Safeguards Assessment

Financing Locally-Led Climate Action

_'Ftnanclal / Flscal Year

GoK's FLLoCA program

Government of Kenya

Intefnatinnai Development Association

Investment Project Financing

Inter-Agency Technical Advisory Committee

Kenya Devolution Support Program

Kenya Shilling

Kenya Urban Support Program

Minimum Access Conditions (for access to the CCIS grant)

Minimum {grant access) Condltion
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MPC
NDC
NEMA
QAG
PA
PAD
PFM
PforR
PIU
PM
POM
PPA
PSC
SPA

TNT&P

wB

Financing Locally-Led Climate Action (FLLoCA) - Kenya

Minimum Performance Conditions (for access to the CCRI grants)

Nationally Determined Contributions

National Environmental Management Authority

Office of the Auditor General
Participation Agreement
Project Appraisal Document
Public Financial Management
Program for Results

Program implementation Unit
Performance Measure
Program Operational Manual
Program Preparation Advance
Program Steering Committee

Special Purpose Account -

The National Treasury anc.‘:"._Planning

World Bank
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OVERALL OBJECTIVES of the FLLoCA GRANTS

1. Financing Locally-Led Climate Action (FLLoCA) Program’s objective is
to deliver locally-led climate resilience actions and strengthen county and
national governments’ capacity to manage climate risk. FLLoCA will provide
county-level performance grarts that will result in a portfolio of climate

resilience  actions/investmen:s  addressing communities’  priorities.

targeted Program ouicome. T2 second outcome at the county level is an

increased capacity of County Governments to manage climate risk.

2. FLLoCA Program is expected to strengthen County Government capacity
to plan, budget, implement and monitor climate mitigation and adaptation
actions, with a focus on sub-county (ward and community) levels. This will
be operationalized through two grants, the County Climate Institutional
Support (CCIS) Grant and the County Climate Resilience Investment (CCRI)
grant combined with minimum cccess criteria and performance measures for
areas wheré FLLoCA seeks to make a difference. Through the two

performance-based grants, county governments are incentivized to:
i. Enact relevant po.icies and :egislations to enable climate finance flows

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

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

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

v. Increase County investment budgets that promote social resilience

outcomes
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vi. Prepare and implement, In a participatory manner, County Climate

Action Plans.

3. The FY 2021/22 will be dedicated to groundwork preparations to assist
counties, whilst using 1° year CCIS Grant, in conducting county-level
participatory climate change risk assessments, community consuitations and
screening of proposals against risk assessment, preparing a 5-year rolling
County Climate Action Plan to feed into (i) the cauntyannuai development
plans and budgets and (ii} the next County Integ.r:;f"sd Dave.lgﬁment Plan
(CIDP; 2023-2027). During the FY 2021/22 the flrst round nf annual
performance assessment will be cmnduc’ced (tentatwely in the period

February to April 2022).

4. Regarding the three subsequent FYs (FY 2[122! 23 — FY 2023/24 — FY
2024/25), the CCIS grant wull run fDI" twa more years; whilst the County
Climate Resil!ence invas:rtment (CORI) Grant will be available for all these
three vears. The grants wﬂl buth ssupport transformative consultations
informed hv .regularly updatad cﬂmate change risk assessments, leading to
roliing plans for implamantatlon under the overall guidance of the CCUs, as
a new part and parcel of the annual county government budget and

|mplementatlﬂn ﬂycle

TWO Fi;LoCA PROGRAM GRANTS

5. Under the FLLoCA program, there are two distinct grants, defined as
conditional intergovernmental fiscal transfers, being: The County Climate

Institutional Support (CCIS) Grant and the County Climate Resilience
Investment (CCRI) Grant.

FLLoCA Grants manual (FLLoCA POM annex 3) | Draft 08 October 2021 Page 2
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County Climate Institutional Support Grant (CCIS)

6. The specific objective of the CCIS Grant is to kickstart County
Governments to be ready for participation in the FLLoCA program, by
putting in place institutional arrangements, like the appointment of a County
Executive Committee (CEC) r-ember in charge of climate change; the
establishment of a Climate Chenage Unit; adopt necessary county legislation

- fo-enabtethe establishment o & County Climate Change Fund {EEGF);-in

order to be able to visualize county budgets and expenditure for climate
action; and prepare, in a participatory, bottom-up manner, County Climate

Action Plans (CCAPs).

7. The CCIS Grant is to notakiy support counties build their capacity in the

following areas:

a) Policy legal and regulatory framework — climate change policies and

laws, climate finance policies and other related policies

b} Enstltutionél capa.c'lty - astablishment of climate change units, climate
change fund, budget provision

c) _,_Community engagemenis — public participation in programs,

“selection of the groups, :'.'nplementa’cion of the program etc.

8. The grant is:
a) an annual flat allocation per county for 3 years {of USD 100,000/yr)

b)is subject to County governments meeting Minimum Access

Conditions (see below)
¢) to be used for :

i. Establishing the institutional arrangements for Climate Action;

FLLoCA Grants manuat (FLLoCA POM annex 3} | Draft 08 October 2021 Page 3
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li. Preparation of participatory Climate Action Plans, establish County

Determined Contributions as derived from the National Determined

Contribution (NDC), conducting County Vulnerability Assessments,
preparation of Climate Finance guidelines, Standards, etc; and

. Meeting the Minimum Performance Conditions to be able to access

the, much larger, County Climate Resilience investment Grant

After 3 years, the counties are expected to have put systems in place
and built their capacity to implement Iocalli,v;—._ted cfifiﬁa_’;le change

initiatives using their own resources.
County Climate Resilience Investment Gran‘t (CCRI)

9. The main purpose of the CCFH Grant Is ta encaurage and financially
facilitate County Governments 1:9 1mplement the Gaunty Cilimate Action Plans
(CCAPs} as prepared |n a, partlmpamry manner whilst at the same time
incentivizing them fo mcreaae County contributlons into the County Climate
Change Fund (CCCF) and rnamstreammg climate action into the regular

ﬂperatiuns of. the cﬂunty depar‘fments

10. The CCRE‘grants wiﬂ'-ﬂc}w for a period of 3 years starting the second
year a‘f lrnpiementatmn (FY 2022/23). A total amount of USD 136.25 milfion
has been set asiﬁa for the CCRI grant for the period of three years, based
on an esﬂmate of the number of qualifying counties (meeting the minimum
performance conditions in any particular year) and an average annual
amount of USD 1.25 million per qualifying county government. Actual
allocations per county are based on a formula (that includes variables of
population, area and poverty) as well as performance scores. The actual
allocations per county may vary from USD 600,000 to over USD2.15 million
(being in between of KES 65 million to KES 230 million per year equivalent),

FLLoCA Grants manual (FLLoCA POM annex 3} | Draft 08 October 2021 Page 4
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exclusive the impact of the performance scores (see also below), as a result

of which allocations could be higher or lower.

11. The CCRI Grant shall be used :

a) for building resilience of the county, and notably its communities and
individual households, to shocks and stressors, such as disasters (incl.
floods, drought, plagues such as locust invasion and pandemics,) and

___the impact of climate change.

b) for at least 80% be spent on eligible investments and a maximum of

20% for eligible recurrent expenditures.

c) be used for public goods identified in community led initiatives {and
not for private goods that only benefit individuals or individual

families).

12. The objectives of the CCRI Grant are to allow County Governments to
implement, in a participatory manner, the CCAPs, whilst incentivizing them
to increasingly put additional county resources into the CCCF and
mainstream climate action irto the regular operations of the county

departments.

13. Ll.'.lile'-'{he.-_CCIS grant, the C_CRI grant also flows for three years starting
FY 2022-/;23,.which is one year after start of the CCIS—~grant, which is the
preceding preparatory grant. Both the CCIS and the CCR! grants are
conditional performance grants that seek to change attitudes and behaviour
and instil institutional processes for climate change adaptation, whilst at the

same time delivering concrete c¢limate action.

14. The FLLoCA Program will thus support fiscal grants to CGs whilst

incentivizing their performance with regard to attention to climate change

FLLoCA Grants manual {FLLoCA POM annex 3) | Draft 08 October 2021 Page 5
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and public participation in climate risk management, The CCAPs are based
on and informed by both climate change risk assessments and participatory

community consultations (at ward level).

15. The fiscal grants are transferred from the central government to the
county governments, and the latter is the accounting officer for the use of
the grants. Hence  final decisions on the use of the grants remain the

prerogative of the CG.

16. Once the CCAP is approved, the GCRI--*-*érant-.:."?i.'"s'-'- allncaféd to the
respective county departments who act as budget hnid&r fc:tr thair respactwe
part of the CCRI~-grant and follow standmg ru!es and regulatlans for its use.
Sectoral departments will lead on. the techmcal demgn and execution, but
they will involve communities and cwi! society In ‘the implementation and

supervision of climate acttons/sub-projects

17. Sequencing af the grants' Both grants wrll run for 3 financial years, with
the CCIS Grant startmg in FY 2021/22 and the CCRI Grant a year later.
During the ﬁrst yaar af the prugram (FY 2021/22), counties will also be
assrsted whnst using funds from the Program Preparation Advance (PPA} as
well as the CCtS Grant to carry out initial climate change risk assessments
that wil! mfnrrn ’the county climate action plans. Both the risk assessment
and ac:trnn-_::_plan are Minimum Performance Conditions to access the CCRI

Grant starting in FY 2022/23 (see below).

18. Geographical coverage: The CCIS grant is available to all 47 counties,
subject to meeting the MACs. The CCRI-investment grant is focussing on
rural counties and rural wards, and hence will be available to counties that
do have rural wards as per the latest census report (i.e. all counties except

Nairobi and Mombasa).

FLLoCA Grants manual (FLLoCA POM annex 3) | Draft 08 October 2021 Page 6
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G-FLLoCA, FLLoCA and FI.LLoCA grants

19. FLLoCA wili be financed 2y a US$150 million IDA Credit, a US$9.8
million grant from the Government of Denmark, and a US$11.6 million grant
from the Government of Sweden. The GoK will contribute, in—kind, an
estimated amount of US$ 80 m.ilion at national and county levels. Hence the

total FLLoCA budget is USD 25..4 million.

............

PforR modality; see below in para 72) and a more fraditional project
component (using the Investment Project Financing or IPF modality) to fund

a range of support activities carried out by relevant central level agencies.

21. The composition of the FLLoCA budget is presented in Table 1, showing
that almost 90% of the project budget Is earmarked for spending within
counties, whilst support activities by central government agencies accounts

for slightly over 10% of the total budget.

22. FLLoCA is part of the much wider G-FLLoCA, launched in 2020, being
the Programme of the Governrient of Kenya as the operationalisation of
Kenya’'s Nationa! Climate Chznge Action Plan (NCCAP), also supporting
Kenya in meeting its national mitigation commitments under its National
Determined Contributions (NDCs). The total budget of G-FLLoCA is
estimated at USD 1 billion for the period 2020-2030.

Table 1: FLLoCA Expenditure Budget

County institutional capacity PforRk |
CCIS grant building for locally-led climate Result Area 13.80 _—
. 0
action E
CCRI grant L.ocally—led climate action PforR 136.25
FLLoCA Grants manual {FLLoCA POM annex 3) | Draft 08 October 2021 Page 7
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Result Area 54.2%
2:
County To using the grants (salaries,
i 75,00 | 29.8%
support etc,)
———————————————————— e e e S S it e e —{
Sub~total Grants 222.05 | 89.5%

Support activities national

FLLoCA IPF _ 21.40 8.5%
agencies

GoK support | National support to FLLoCA 5.00 2.0%

10.5%

IIl. FLLoCA GRANTS PERFORMANCE I
Performance incentives |
23. Under FLLOCA, there are:"hﬂe '-"me_ehehien'ie.____ for enhancing County
Government Performance. Theee__are minifﬁem conditions and performance
measures. Minimum eendlti'ehs ere'--e-eet ef Efnery conditions (they are either
‘met’ or ‘not met) thet muet be met before the county government can
access (i.e. will be granted) the funds Under FLLoCA, these are the
Minimum ---Aceeee--=--Cendtt{ene (MACe) for the CCIS grant and Minimum
Performance Cendltlene (MPCe) for the CCRI grant. All Minimum Conditions

need te be met and failure to meet one or more means the CG will not

receive tl_j;_e;.__.grent dunng the upcoming financial year.

24. The Peﬁermance Measures (PMs) are a set of performance indicators
that can be scored and that reflect the objectives of the Program and the
grant. The performance scores determine part of the CCRI Grant allocation,
whereby better scores (as compared to the average score) lead to higher
grant allocations. Hence, through the grants, CGs are first incentivized to
meet the Minimum Performance Conditions (which is mandatory to access

the funds) and, secondiy, to perform well against the PMs.

FLLoCA Grants manual (FLLoCA POM annex 3) | Draft 08 October 2021 Page 8
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25. |t is the combination of Ninimum Conditions (MACs and MPCs) and
Performance Measures {for CCRI only) that provides the framework to
incentivise counties to improve their performance with regards to buiiding

resilience through County Climate Action.

26. County Governments are familiar with the concepts of minimum

conditions and performance measures as other World Bank supported

programs, Ilke the Kenya DevuIJtrnn Support ngram (KDSP) and the Kenya

Urban Suppﬂrt ngram (KUSP) appiv the same apprnach W1th the
difference that under FLLoCA Program the performance enhancement Is

geared to climate change adaptation and community resilience.
Minimum Access Conditions (MACs) for the CCIS grant

27. The Minimum Access Conditions for the CCIS grant are provided in

Table 2.

Table 2. : Minimum Access Cnnd;tmns for the CCIS Grant

-f_flst y&nr {grnnt FY 21:’?.2) tu be met hy end of ] auuary 2{}22

1. The CG has signed the FLLGCA Participation Agrecmant {sea Appendm 1)

2. The CG ha-s opened a special purpase account (SPA) to receive the funds from both the
CCiS and the CCRI Grants

3. The Governor has appointed a CECl in Charge of Climate Change

4. A Govertior approved workplan an. budget for use of the CCIS Grant for the next FY is
avmlable |

;'_i;Atlded MACS i’rum 2‘“’ cycie nnwards (1 & fnr grants FY 22!23 and 23:‘24)

S. Tunely reporting (tn NT/PIU) on actmtles and usc uf funds fur the permd of 12 mnnths
ending 31% March

6. Proper use of the CCIS Grant, i.e., within the eligible set of activities and for the intended
purposes as per the plan

28. For the first cycle of the CCIS Grant (in FY 21/22), County Governments
must meet MACs #1 to #4 to access the funds. In principle, in subsequent

years (and unless any of the MACs #1 to #3 was not met in the first year),

FLLoCA Grants manuat (FLLoCA POM annex 3) | Draft 08 October 2021 Page 9
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only MACs #4 to #6 will be assessed, as MACs #1 to #3 are supposed to be

met once and for all if met at the onset,

29. The MACs will be assessed as part of the Annual Performance
Assessment (APA; see below), with the exception of FY 21/22 when the
MACs will be assessed by the Program Management Unit under the
guidance and supervision of the Inter-Agency Technical Advisory Committee

established for FLLoCA Program.

30. Cut-off date: Apart from the first vear (i 8. CCiS grant FY 21/22) the
Minimum Access Conditions must be met by 30 March of aach year for the

grants to be released the following fmanclal year

31. If a county fall to meet the MACs for FY '-2'17-22 it cannot access the
CCRI grant for FY 22/23. MACS #1 to #3 must be met before a county can
gualify for the CCRI grant !f a Gnunty fall ‘tc: meet the minimum conditions

for the CCIS grant in: any partlcular year that allocation will be lost, as it

cannot be carrled forward
R'Iinimulii-fﬂgrftifmaﬁbg Conditions (MPCs) for the CCRI grant

32. fi’j‘%ﬁ.-M__i_ni_mﬁﬁ%.g'g-.'lfterfﬂrmance Cnndltions for the CCRI grant are provided In
Table 3 Thefé:'ar.a_ 'a:'lztntal of eight MPCs, four of which are to be met prior
to acceséi.rj_g the CCRI grant for FY 22/23. The other four are added for
subsequenf-érant cycles, as they assess the performance with regards to the

use of grants earlier received. For the 2™ and subsequent grant cycles for

the CCRI, all eight MPCs must be met.

33. MPC #2 requires the county government to have conducted participatory
climate change risks assessments that will inform the planning process and

allocation (use} of the CCRI grant. For the first year this will be a county-
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level risk assessment, but for subseguent years, such assessments shall also

be carried out at ward level. The PIU will issue guidelines and provide

technical support to carry-out tnese assessments.

34. The MPCs will be assessed as part of the APA, the first one of which,
determining the CCRI grant for FY 22/23, is scheduled to take place in the
first quarter of 2022. As for the MACs related to the CCIS grant, the cut—off

date for meetlng the MPCS fur the CCFH grant i5 30 March nf ach year fur

the grants to be released the following financial year.

Table 3.: Mlmmum Performance Conditions for the CCRI Grant

1"t year (grant FY 22123) nnndttmns tu be mat by 30f4/2022

1 The CG has (1) a des:gnatcd Chmate Change Umt {ﬂr an equwalent struuture) that is
adequately staffed; and has (i1) designated environmental and social focal points that can
support the CCU.

2. The CG has conducted a county level participatory climate change risk assessment
(assessing exposure to hazards and social vulnerability)'

3. The CG has a rolling CCAP, with investment priotities for the upcoming FY, approved by
the County Assembly as part of the cuuﬂty s annual plan and budget.

4. The CG has established a County Climate Change Fund (CCCF) and apart from the CCRI
Gmnt allocated for the upcummg FY at least 1.5% of the cnunty devclupment budgct to it.

Added MPCS frnm 2"“1l cycle nnwr_rds (1 e for grants FY 23!24 and 24;’25)

5 Ey 3 Ist Mamh renurded CCRI Grant expendltme was }50% nf the: huclgeted ammunt

6. Tm:_taly physical and financial progress reporting (to Controller of Budget (CoB) and PIU)
that includes reporting on environmental and social safeguards as well as grievance redress

7. Proper use of the CCRI Grant, i.e., within the eligible set of activities and for the intcnded
purposes, according to plan and with a minimum of 80% of the budget for investments

8. For projects funded under the CCRI Grant, the CG had obtained environmental licenses,
where applicable, prior to the start of the projects

35, Estimated yearly total grant outlay: For the CCIS Grant, it is expected that, with

very few exceptions, if any, all 47 CGs will be able to meet the MACs for all years. For
the CCRI Grant, targeting all 45 counties with rural wards (i.e. all counties except
Nairobi and Mombasa), the MPCs are a little more challenging, notably in the first

For year-2 onwards, this MPC shall be changed to also require that ward level participatory climate change risks
assessments (in all wards) have been carried out.
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year(s). It is estimated that for the first year some 70% of all counties will qualify for the
MPCs and that this percentage increases to 90% for the third grant cycle. Based on this
the total Grant budget is estimated at US$150.05 million (see Table 4).

Table 4* CCIS and CCRI Grant Budgets, uver the Pruject Years

;Esumaul?énfmunum 1hntmﬂntMACsfﬂr=huEEIngnt B _955@__ ___9'?_5_6____ : lm , &
E‘Estummd#ufmunﬁm{uutufi?)nmetmghihﬂsmrmnﬂf:ﬁgrmt s - 4 - 4 -
i ek DN N I "
_Esllmaud#nfnuunnns[uulufﬁ}m’ﬁnglhﬂh{PCsfmmﬂlgmt b n w oo g v BB g e oWl B _4]___

"'E“imn.pd thu m“ ;md {;r;m gum o e ek Lo N Sr e T e

Mwﬂpmmmmm e

County Climate ResiBence Investment ({CCRIY Grant

Performance Measures for the CCRI grant_{_ﬁ_"‘_

36. Whereas the overall objective of FLL.DCA Prngram is tn crééta enhanced
resilience through the lmplementanon of the county chmata action plans, the
main themes for capacity enhancsment are oh the one hand, readiness
actions {like the requ:red Ieglgia’cmn the estabhshment of a CCU and a

CCCF), and lncreasedl.: actuql cuunff_y __.,_faxpendttura for climate change
adaptation, t:itlzenangagement and mainstreaming of climate action in all
CG-operations c..t.ﬁ:f-the Gther hancl Whereas the readiness actions are mainly
incentivized- thrnugh the minimum conditions as describe above, the other
three: aspects get attention through a set of thirteen Performance Measures
under thasa three headings (see Table 5). A CG's relative score on the
perfnrmanpe measures determines is CCRI allocation; the better a CG

performs, the larger its grant amount.

Table 5: Perfurmance Measures fur the CCRI Grant with maxmmm Scures

:-.'Perfurmance Measurﬂs

1. | 1.1CGs capitahzmg thf: CCCF (m % uf budget) 10
e 4
2. | 1.2 Level of CCCF spending (CG own funds) compared to budget (by 31| 10
March) |
3. | 1.3 Level of CCRI Grant spending as compared to budget (by 31% March) 10
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