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Baclcround:

The provision the required road lnfrastructure to support the Road lnfrastructure

devetopment strategy it,e ano ratery, the Economic piilar under the vlslon 2030 strategy

requires a magnitude of investment that is beyond the ability of the Government to

finance from taxes and borrowing'

ln recognitlon of this financial constraint, the Government in 2001 approached the

world Bank for assistance in evaluating the available optlons for road sector flnancinS.

The world Bank granted asslstance under its Public-Private lnfrastructure Advisory

Faclllty (pplAF) .nJ . detalled technlcal study ("Concession Study") was commissloned

to do the following:

o Evaluate the economlc, financial and technical viability of introducing road

concesslons in KenYa'

o Determine specifiC concesslonable road networks and formulate a

transparentconcessloningframeworkandmechanisms.

The findings of the concession study were as follows:

a) Road concessioning is viable from an economic perspective and the

potential for concessioning uslng conventional road tolling is greatest on

the Northern Corridor'

The studles concluded that the Northern Corridor route measuring some 1295 km from

Mombasa to Malaba, with a branch from Mau summit ' Kisumu - Busia was viable for

concessionlng.

Prooosed Nalrobl Urban Toll Road

The studies identified four (4) sections that could be implemented in distlnct concession

arrangements:

concesslon t: from Mombasa to Machakos Turnoff (a56km)

Concesslon l: from Machakos Turnoff to Rironi and the Nairobi Southern Bypass

(106km)

concesslon 3: from Rironi to Mau Summit, Mau summit to Malaba and Mau summit

to Busia (693km)



Conccrslon 3 was found the most viable, and comprises the following scope of works:

Table 1

SECTION ROAD FROM TO LENGTH

(KM}

1 A109 Machakos Turnoff Athi River 2t.5

2 A104 Athi River JKIA lnterchange 11.5

3 A104 JKIA lnterchange Langata Road

roundabout
10.5

4 A104 Langata Road

roundabout
Westlands
Roundabout

5.3

5 A104 Westlands
Roundabout

Kikuyu lnterchanie L6.2

5 A104 Kikuyu lnterchange Rlroni 11.5

7(1) Southern
Bypass

St. James HosPital
on Mombasa Road

Ngong Road

Junction (near

Karen)

14.5

(712r, Southern
Bypass

Ngong Road junction
(near Karen)

Kikuyu 14.5

TOTAL 105.5

A deslgn was made, and the project packaged into the proposed Nairobl Urban Toll

Road to be implemented as a Public-Private Sector Partnership (PPP) road development

project. The aim of the project was to hetp decongest traffic on the main road artery

through Nairobi from Machakos Turnoff.

Selectlon of Concesllonalre

After preparatory designs were completed, the ministry invited bidders for
prequalificatlon. Three (3) international firms were prequalified to submit proposals for

the road development. Blds were opened on 29th May 2007 and after evatuation, a

consortium trading as the Nairobi Motorway Group, a Joint Venture composed of
Messrs Strabag AG of Austria and Shikun-Binui of lsrael was declared the Preferred

Bidder (ProJect Sponsors). A letter of lntent on the proposed contract was exchanged

with the Project Sponsors in November 2007.

Subsequently, an inter-ministerial committee for the concession, with the support of
BKS as the Transaction Advisor undertook detailed contract negotiations with the
Project Sponsors and their financiers, namely the World Bank Group and the Afrlcan



Development Bank, A draft concession contract was agreed upon by the partles in

November 2009.

The draft concession contract was submitted to the office of the Hon. Attorney General

for evaruatron. The Hon. Attorney General,s legal opinion clearing the contract was

granted in April 2009. Thereafter, ffiY Mlnistry sought and received cabinet Approvalfor

the proposed contract, which was then presented to Parliament for approval through

Sessional paper No 4 of 2009, in accordance with the Public Road Tolls Act (Cap 407

Laws of Kenya). Parliamentary approval was granted and communicated to the Ministry

on 22nd December 2009.

The road asset to be developed under the Toll Road Project was expected to revert to

the Government after the 3o-year concession period. lt is in this regard that the

Government was obligated under the Public-Private Partnership arrangement to provide

land for the expansion of the roadway and other facilities, as identified by the Project

Sponsor. Following the completion of the above requisite processes, the Mlnistry, ln

April 2009 ,"qr.rt"d the Ministry of Lands to acquire land for expansion of the road and

other facilities.

Comollance Bevlew Bv World Bank Group

ln February 2010, arrangements were put in place for the Government to proceed and

sign the concession contract. However prior to this, the World Bank Group requested

the Government to defer the signlng of the Concession Contract, pending further Due

Diligence and Compliance Review by the World Bank Group on the Project Sponsors, as

constituted. During the intervening period, the Government maintained contact with

the project Sponsors and the World Bank, and several meetings to revlew the progress

were held, both in Nairobi and at the World Bank Headquarters in Washington DC.

It is noteworthy that the world Bank Group's compliance Reviews were on the Project

Sponsors to whom the World Bank was going to lend money for the project. lt ls

instructive to note that under the PPP arrangement, the Government was to provide

land for the project, while the Project Sponsors were to meet the cost of developments.

The World Bank has formally communicated to the Government on 2nd February 2011

that as a result of the Compliance Review process, the World Bank Group is not ln a

position to support the Project Sponsors (Consortium) as currently constituted. lt is now

possible therefore for the Government to consider other options on the way forward.
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Weu forward

Further to communlcatlon froq t[e, W.orl{ Bank, the concession Proiect' ai cg6osfued '

through parlcrpatr"*."r thecdfroffi,r B currentry not feasrbrcJ.?-ts :tsein38 ril"

worrd Bank,s ,rppirt. rfr vrdfi,ol trie foregorng, the project, as envisqgpfthruoBh thc -

consortlum has regrettably collapsed. Coniequently, the Government wln now ctplore

alternailve ways io, 
"r".rtln8 

the prolect, whlch may involve rertructurint and rc-

deslgn. ln thls rcgard,the world ganr has expressed wllllngness to support the prolest

thro@formofcontract,eltfierasaconcesslon,or.sacontrcntIonalpruti.tErffiilffi.pibl.a. '
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TTAIIOOI tNtAT T( T ROAO PROJECT

r- rrBBurnv zott

ln 2001, the Government, with the support of the World Bank engaged a consultant
(BKS Global) of South Africa to undertake studies and design the proposed Nairobi

Urban Toll Road as a Public-Private Sector Partnership (PPP) road development

project. The aim of the project was to help decongest trallic on the main road artery

through Nairobi from Machakos Turnoff.

After preparatory designs were completed, the ministry invited bidders for
prequalification. Three (3) international firms were prequalified to submit proposals

for the road development. Bids were opened on 29'h May 2fi)7 and after evaluation, a

consortium trading as the Nairobi Motorway Group, a Joint Venture composed of
Messrs Strabag AG of Austria and Shikun-8inui of lsrael was declared the Preferred

Bidder (Project Sponsors|. A letter of lntent on the proposed contract was exchanged

with the Project Sponsors in November 2OO7.

Subsequently, an inter-ministerial committee for the concession, with the support of

BKS as the Transaction Advisor undertook detailed contract negotiations with the
project Sponsors and their financiers, namely the World Bank Group and the African

Development Bank. A draft concession contract was agreed upon by the parties in
November 2009.

Thereafter, fiy Ministry sought and received Cabinet Approval for the proposed

contract, which was then presented to Parliament for approval through Sessional

Paper No 4 of 2009, in accordance with the Public Road Tolls Act (Cap 407 Laws of
Kenya). Parliamentary approval was granted and communicated to the Ministry on

22nd December 2009.

The road asset to be developed under the Toll Road Project was expected to revert to

the Government after the 3O-year concession period. lt is in this regard that the

Government was obligated under the Public-Private Partnership arrangement to
provide land for the expansion of the roadway and other facilities, as identified by the

Project Sponsor. Following the completion of the above requisite processes, my

Ministry, in April 2009 requested the Ministry of Lands to acquire land for expansion of
the road and other facilities,

ln February 201Q arrangements were put in place for the Government to proceed and

slgn the concession contract. However prior to this, the World Bank Group requested

the Government to defer the signing of the Concegsion Contract, pending further Due



Diligence and Compliance Review by the World Bank Group on the Project Sponsors,
as constltuted. Durirg the intervening period, the Government maintained contact
with the Project Sponsors and the World Bank, and several meetings to reyiew the
progress were held, both in Nairobi and at the World Banl Headquarters in
Washington DC. ln these discussions, the World Bank was expected to communicate
its decision on the results of the Compliance Review as soon as possible.

The World Bank has formally communicated to the Government on 2nd February 2011
that as a result of the Compliance Review process, the World Bank Group is not in a
position to support the Project Sponsors (Consortiumf as currently constituted.

It is noteworthy that the World Eank Group's Compliance Reviews were on the Project
Sponsors to whom the World Bank was going to lend money for the project. lt is

instructive to note that under the PPP arrangement, the Government was to provide
land for the project, while the Project Sponsors were to meet the cost of
developments.

My Ministry is happy that the World Bank has at last come up with an official position
on the Compliance Review and it is now possible for the Government to consider other
options on the way forward. lt is the view of the Government that the concession
project, as conceived through participation of the Consortium, is currently not
feasible. ln view of the foregoing, the project, as envisagecl-lhrough the consortiurn
has regrettably collapsed. Consequently, the 6overnment will now explore alternative
ways for executing the project, which may involve restructuring and re-design. ln this
regard, we are also pleasedthat the World Bank has expressed willingness to support
the project through any other feasible form ol contract, either as a concession, or as a

conventional Public Sector project.

With regard to land acquisition for the project and any other road proJect in the
country, I want to assure all that the Government will abide by the Constitution and
the Law. Let me also add that with respect to bona-fide road reserves, the
Government will not relent in the protection and development of these as public
prope

HO]I

r'
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E^0. M,chaeL Ko,flq.L,
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Coo('lcti
ln Nairobi: Pe.tr 'ir';rnrtere (r:jd l0) 3?lrt4 I

P3?-luiej!S-@\\.d-d!tu i r r r

Cosnrr Gat..re (..214 20) 32?r'r0 l.;
.p_u s l_rr-E€! u'o difu n l . 1.; r.,

W orld Blnk Group lVlll Not Puttclprto lE Finrn*irtg of Nalrol.ri 'l'oll ltosd lDrtir r ,

Financlng of Elrobag posllilc l!conq;llaace and troinhry procedttre.t ate tt-r;jtandtd

ln Novomber 2A07, rhe Kenyu govcmlncnt rgrced to work with litrabag AG aird

Flousing and Construction Holding Company to design, conEtruct, finance. dnd olle'.'nt{.

106-kilcmercr section of thc proposed Nairobi Totl Rood (NTR) projest. ,>n a li0. r cr.r

conces$iorul trasis,

a

a

a

o

.,\.trer corrroleting a detailed rcview and duc diligencc on the proje,:. irnc iis sp.:)rrx.:,'r

irrcludirrg 6 qr.rmpliancc rc.view concluc.tod by extemal cotlrrgel, the l,\;urld F.ianl ,t.irr''r ::,
tjre systenro alrd approroh to ,:ompllan:e Frgcedurss woulci nr''t be ,i,ir:ii:r sr)Fi:::.f i ru.;r. i t ,.'

circucnstances of this projcct and the govomano€ t,rL. f6r'.ing liri:i id{:r,;r.-, ;\.. ri ",.1i ;.i : .'

*,crrlrl BOnk (jtoUp iS rrOt prepared tc participrere in finarrc.ing the r:(.,r,tqo!.t j11;; i;,',,1;;.,, "1, ,

,5it p1,1'1nct as currentll, structure<i.

Reti,.'.ving traffrc congestiorl in Nairobi ir an important infragtruc.ti:rc uncli:tla,ti'rq r,-.r

Kenl'c, and tlrc World Bank Oroup derlres to sce a durable soluiicr as quickl), is
possiblc. It is up to thc govcmmont to dotorrnlnc whether it wisheri t.o pror:er:ci r'itf, 1.\q

NTR projcct (without World Bank Group flnancing) or pllnruc other opti+nr tr; 7.;11;1.',

this objer,tive,

lf the Gavcmmcnt of Kenya co deslrce, the World Benk Grcup uruld he r,repr.re,,l ', '

iirianoe a c.ont:cssion unclertaken by Stabag, on the condition that Strahog ;tr.i.r:s ro

expond its ir:tugt'ity compliancc prooeduree and training ptograms tr) cu'\ r-r. ihe ciiir'liti:i,'.,

rncrc completgly, Any World Bank Group support for a road cor:iliuc(ion !)i'o,icr i;
Kenya would nced to comply with Bank Group sor:ial and erriirot..niente-l siilc[u;;'(ir a-i

wellas Kenyan law, inclttdiog for rmy larrd acquisition. WorlC Brnk Grrup rarlicruat.:
in any t'sstructurod NTR prtrject would involvc consultation rvith ;Lan.ies ,,!ollg !l'i(?

proposed roule and respect existlng court dEcisions.



t t:. rC[::]:A1( (i\vA

o Tho World Bu* Group utht cannrlttrd to ptftn$ing with trc Govornment of Kci:,' .

in itr offorto to iuprorc thc courury'r tnrd nctwor& rnd urbar lnfraeh.rctura. Ot'er lltc

part tivo yoer, tr World lrnk Grorry hrr provldod ovcr US$60 miltiou (KShs 37

billiom) in fharrln3 urd privUr .crot invcctrncnt guatantocs to Kcnya's rold csolor

tr{ajor projccr compt*od througlr thlr rupport, utd that of other Partrors, include

rehabilitrtion of thc Norfrcsn Conidor (Mombua-Malabr) tran.polt eystern. Supporr ir

major roadr proJcc$ ruo{r ar th: Kluuu{akannragr-Wobuyo-Kitals corridor is currcn;..'

unds considcration. Itc World Bark Grotg har alro hclpcd develop the undorlf ing

govcrnansc dructunr for tho public-privatl patttct,hipr 0rat heve hclpcd fagt-track

progress ln thc ud ecgtor,

o Under thc World Burk Grorp'r 2010 County Prrtnorrhlp Stntcgy for Kcnya, funher

sgpport for tho road $etor of ovor U8300 million (KShs 2a billl'ltt) is cnvlsaged st'sritu

noxt thrce Years.

o As put of thc ptoe?ss to improvc thc murrgnmmt of thc aGctor rurd rnltigatc itthsrent

risks, rhe Govemmcnt h irplcmcntlng r Oorrorncnoo and Intcgity Actiort Plcn in the

roadr tector, with tho rupport of tho lVorld Bank Group. Succecuful cxocution of this

initiativo is ocntrd to mldgdlng tho rnury ricks ln thls sector ancl we. arc eeeing the res';.r:

in thc ongolng lmprovotncntt in tho counEy's road network,

Jolrnner Zutt

lVorld Bmk Coutty Dh;cior, Kenyr

Fcbrurry 2r20ll
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Thc World Bank CountrY oflico
INTERNATIONAI. BANK FOR RECONSTRUCTION AND OEVELOPMENT Hill Ptil, Upper Hill Road

TNTERNATIONAI oEVELoPt ENT ASSoCIATION P'O' Box 30577 00100
Naitobi, KenYe

Tsl.; (254-2) 3226300, 3226400
F ax'. (254-21 3226380, 32263E 1

February 2. 201 I

Eng. M. S. M. Kamau
Pernranent SecretarY
Ministry of Roads

Dear Eng. Kantau,

Re: Noirobi Toll Road Proiecl

Thank you for your tinre and attention during our initial due diligence into the

Nairobi Toll R-oad ptoittt, including the compliance progranrs of the project comPan)"

Nairobi Motonvays Company Ltd', and its sponsors'

After completing a detailed review and due ditigence on the project an-d its

sponsors, including a cJmptiance review conducted bylxternal counsel. the World Bank

found that the systems *d'upptotch to compliance procedures would not be

commensurate with the circumstances of tfri project. Accordingly,tle World Bank

Group is not pr.prrJio p"t i.ipu,. in financing the consorlium involved in this project

as currently structured.

Relieving traffic congestion in Nairobi is an important infrastructure undertaking

for Ken1,a, and the World Bank Group desires to see a durable solution as quickly as

possibte. In this ,.g"J, irc fr"_r]g gank Group u,ill await the Government's decision on

how it may wish toinvolve the World Bank Cioup in the construction of the central

flyou", 
"bor. 

Uhuru Highway and any auxiliary works'

Sincerely,

Zutt
Country Director for Kenl'a

Africa Region

Cc: Mr. Joseph Kinyua, Permanent Secretary, Treasury

RcA 248423 c| wul o'143 cI FAx (202) '177'c331
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Fcbnrury 2. l0l I

Strahlg AC
Donau-CitY'Slr, 9

A - 1220 Vienna
Austria
Attcntion: Mr. Wolfgang Zcclrrneister

Shikun & Binui Ltd'

3 Shalenr St

Rumat 6an
522 I 5 lsrael
Auention: Mr' Amit Segev

Nainrbi Molorways Cornpany Limitcd

3'd Flot r. ACK Gardcn Housc

lt'Ngong Avenue
Nuirobi, KenYu

Re: Nairobi 'toll Road

Kenyu MinistrY of Roads

(

Dcar Sirs.

Thank you for your rirne and arrcnti.n duringour iniriar due tr,igence into theNai^rbir.ll Road

oroiccr, including rhc complian.. prngru,n. ir,n. project comPany, Nairohi Motorways

bonlponY Ltd., and the SPonsors'

Given thc heighrcned ri.sks of this seclor in East Africa utrd the need to havc corresponding

nritigunts irgainst ,r,.rr'rii-f.i, we regret tr,;i;;; ilorld Banh Group rvill bc not bc ahle to offer

l'inancirrg to thc Sponsc,rs nf Nuirosi Motorways Conrpuny l-td' for this prr'rject'

Sinccrcly.

cc:

i t lri.Lcl i{,.rrl'ill"t'.J''ll:i:l'::"'rr:" i iril' 'li:r: l'rr:!r i-1-,I r :,:I...1':tI I :|r.rI|:|:r',-';I !' 
"'II 
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