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MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

Remarks by the Cabinet
Secreta ry M in istry of
Energy and Petroleum

Energy has been singted out as one of the key enabters of
the Vision 2030. The Jubitee Manifesto further enumerates
the importance of creating a retiabte energy infrastructure
to enab[e the private sector to ptan and invest for growth.
Energy security therefore remains a matter of nationaI
priority. My Ministry is atso alive to the fact that expensive
energy hinders the competitiveness of our country by

raising the cost of doing business. ln this regard energy
accessibitity and cost are key priorities in my Ministry. 'A

Country Doing Business lndex'pubtished byWorl.d Bank as

a tool of measuring a country's sectorial competitlveness
is atso a key area we are paying attention to. The index
rating for Kenya for the time taken to connect new
etectricity customers for the year 2012113 was 163 days

which my Ministry is working to bring to under40 days.

Mr. Davis Chirchir

To address the above three factors, my Ministry in September 2013 [aunched the road map for
the 5000+ MW project for transforming Kenya in 40 months. Through this initiative,in addition
to scating up power generation, we wit[ be focusing on reducing the cost of power by over 40%

for industriaI customers and domestic customers transtating to the increased
competitiveness for our economy.

This roadmap, has 280 MW new geothermal power generation at Otkaria (lJ and (lVJ which is
expected to be commissioned between Juty and November 2014 at a very competitive tariff
of US cents 7.2. An additional 100 MW new geotherma[ power generation contract has been
awarded with a power purchase agreement at a tariff of US cents 7.0 signed for delivery to
the grid byJune 2015.lnvestors have atso been shortl.isted forthe 700 MW LNG-fired power
ptant at Dongo Kundu, Mombasa and the 960 MW coaI fired power p[ant at Lamu, whose
tender progress is at the finaI stages of award.
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As an immediate measure to address cost of power, my Ministry retired Aggreko 90MW

expensive emergency power at Embakasi in November 2013.

To ensure accessibility to electricity, a totaI of 376,000 new electricity consumers were

connected to the grid against a target of 450,000 as at end of FinanciaI Year 2013114. This

represents a 23o/o increase from the 2012/2013 Financia[ Year (FY) achievement of 305,000

connections. We are also in the process of etectrifying atL publ.ic primary schoo[s by end of

the 2014115 FY. A total of 5000 primary schools wiLt have been etectrified by the end of

FinancialYear2013/14,with 439Toftheschootsconnectedtothegridand603poweredusing
sotar PV, in a program to support the Primary Schools Laptop Project. lt is important to
support this programme, which witt also mark a major mitestone towards the Jubilee

Government's agenda of ensuring every Kenyan has access to etectricity by year 2020.

My Ministry is keen to support business and therefore in addition to providing power, we are

keen to guarantee the quatity of power both to our industriaI and domestic users. We are

therefore working active[y to enhance transmission inf rastructure and modernize

distribution infrastructure. ln this regard, over 4,200KM of various transmission Lines whose

funding has been secured are at various stages of construction. During the period under
review, 31sKM of transmission lines have been completed and 3056KM are under
imptementation.

To ensure uptake of the power devetoped under the 5000 MW+ project, we have estabLished

a demand committee, which is working closely with other Ministries as wetl as the private

sector to generate new demand as we[[ as audit the current/existing demand. We have

identified and are working with, among others, the Ministry of lndustriaLization and

Enterprise Deve[opment to create industriaI parks close to power generation and

transmission sites inc[uding :

. 0tkaria and Menengai in Nakuru County

. lsinya in Kajiado County

. Lessos in Nandi County

. Dongo Kudu and Mariakani in Mombasa County

Other counties where industriaI parks are being identified include; Kisumu, Lamu and Wajir.

We are also working ctosety with the Ministry of Transport and lnfrastructure to ensure

adequate and retiab[e power for the standard gauge raitway [ine, as wet[ as, provision of

power for the other projects under the LAPSSET program.
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Kenya has recentty recorded tremendous success in oil and gas exptoration. Recently, four
discovery oiIwetls were dritted by Tuttow Kenya BV namety; Ekates, Ageta, Amosing and Ewoi

in Lokichar sub basin. These have raised the country's recoverable oiI reserves from 300

mittion barrets to 600 mitlion barrets. Offshore in the Lamu basin we have recorded dritting
success with the estab[ishment of an active hydrocarbon system. We are confident that it is a
matter of time before wortd-ctass hydrocarbon discoveries are recorded in offshore Kenya.

My Ministry is working ctosety with oit and gas exptoration companies to support the drive
towards positioning Kenya as a g[obaI player in energy suppLy. We have thus supported Tutlow
to speed up its exploration campaign. ln this regard, Tutlow has atready commenced work on

a commerciatization ptan, which wiLt cutminate in the fietd devetopment pLan by [ast quarter
of 2015.My Ministry is also preparing to advertise an Expression of lnterest forthe crude oiI
pipetine from Lokichar to Lamu.

ALongside these oil devetopment plans we are committed to ro[ting out sociat programmes
aimed at ensuring that the communities where the discoveries have been made do benefit
from the resource.

0n coaI resources devetopment, the Ministry successful.ty signed a benefits sharing
agreement on December 23, 2013 with the host community paving the way for coal mining to
start in Btocks C and D of Mui basin in Kitui County.

Upgrade of the existing petroteum infrastructure is atso underway with the construction of
tine 5 [Mombasa - Nairobi) pipetine set to commence in June 20141o replace the aged tine 1 .

The petroteum storage capacity in Nairobi is atso set to double with additional tankage being
constructed.

We have now instituted a number of initiatives aimed at streaml.ining the downstream
petroleum sector. This inctudes tightening the licensing requirements to ensure onty

companies that are able to operate within the stringent safety and technicatthreshotds of the
petroteum subsector are licensed to operate in the country. We have atso proposed a number
of measures inctuding f iscaI breaks to support private investment in petroteum
infrastructure such as storage and retaiI petroI stations.

Fo[towing the proposed exit by Essar from Kenya Petroteum Refineries Limited, we are now
exp[oring different atternatives for reviving the refinery inctuding potentiatty converting it into
a storage facitity to meet the chattenge of inadequate storage for strategic and operationaI
stocks in the country.
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Legat and institutionaI reforms remain key to ensuring that the country rea[izes lasting
benefits from its oil and gas resources as wetl as to ensure an effective[y organized energy

sector. Thus, atongside drafting the Energy Pol.icy and revising the Energy Act, we have

sought support from the WorLd Bank under the Kenya Petroteum TechnicaI Assistance
Project [KEPTAP). KEPTAP has been designed as an earty measure strategy to buitd capacity
and put necessary structures and institutions in ptace within the existing but timited window
of time prior to commencement of devetopment and production. KEPTAP is based on the

fot[owing four major components of reforms and capacity buitding for the country's
petro[eum sector:

. Petroteum sector reforms and capacity buil.ding

. Revenue and investment management

. Sustainabte impact of the oiI and gas industry

. Project management

To enhance productivity and achieve success for our projects my Ministry has rotled out a

robust performance management as wetl as project monitoring framework. ln this regard,

the Ministry, together with the parastatats under it, negotiated and signed performance

contracts, which have been cascaded across a[[ levets. We have also instituted a robust
project management framework where the Ministry and its parastata[s have devetoped Gantt

charts on the basis of which we track project imptementation fortnightty. The Gantt charts
are provided as an annex to this report.

The Ministry uptake on the exchequer budget atlocation 2013114 FY has improved fromT2o/o

and currently stands at 91%. We expect that with support from Treasury outstanding
amounts wiLL be disbursed by the end of this FinanciaI Year which wil.t bring disbursements
ctose to 1000/0.

It is now my pleasure to invite you to read this report which enumerates our achievements in

the Energy secto r this 2013/2014 FinanciaI Year.

r. Davis Chirchir
CABINET SECRETARY
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1 J u Ly 2013--.rl u ne 201 4

ort for the N'l inistry ofRep
Energy and F' etroLeum

Eng. Joseph Njoroge, MBS

The performance and achievements by the Ministry of Energy and Petroteum
Headquarters in both the oversight and implementation role is as per details below

I (
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Otkaria IV - 140MW
GeothermaI Power
Project

Otkaria l- 140MW
Geothermal
Power project

JULY 2013-JUNE 2O1A

KENYA ELECTRICITY GEN ERATI NG COM PANY

i) Design, manufacturing and shipping of major
equipment compteted;

ii) Etectricat and MechanicaI assembty for STG 1

at finaI testing phases with Pre
commissioning activities in progress.

iiil lnstatlation of the STG unit 2 in progress;

ivl Erection of structures at substations and
Transmission [ine towers erection in progress.
Commissioning to start in next quarter;

v) Piting, instattation of supports for steam
pipetines and construction of separator
stations in progress.

vif Project comptetion stands al97o/o.

The Lot D (lnfrastructure worksl:
a) The 1()km Road from 0tkaria l-Otkaria lV

comp[eted;

bJ Resetttement Action Ptan [RAP] -
Construction of RAP houses at advanced
stage with a comptetion date of Aprit 2014.

Unit 1&2 Scheduted for
commissioning in June &
July 2014

Chaltenges
- Wayteave acquisition

- Loca[ Community issues
which continue to be
handl.ed as the project
prog resses

- Transmission Line and
Substation contract 3 month
behind schedute;

- Detay in Commissioning of
Suswa Substation and
Comptetion of Suswa-lsinya
[ine has potentiaI to affect
dispatch of power for Unit 2.

- Detay in substation has led to
redesign of atternative
power evacuation route.

2 il Tendering, award and approval completed;

iil Design, manufacturing and shipping of major
equipment compteted;

iiil StructuraI concrete works, steeI erection,
ctadding, pl.asterin g works, paintin g, fencin g
works in progress;

i) lnstattation of the STG unit and inner casing
ongoing;

iil Power house steel erection at 50% StructuraI
steeI works and partition masonry watting
900/o.

iiil Erection of structures at substations and
Transmission [ine towers erection in progress.
Commissioning to start in next quarter;

iv) Piting, instattation of supports for steam
pipelines and construction of separator
stations in progress.

v) Project completion stands at 85%

The Lot D llnfrastructure works):
a) GeothermaI Comptex: Construction in progress

with a comptetion date of September 2014;

Unit 4&5 Scheduted for
commission in

August & 0ctober 2014.

Chatlenges
- Wayteave acquisition

- LocaI Community issues
which continue to be

handl.ed as the project
progresses

- Transmission Line and
Substation contract 3 month
behind schedute;

- Detay in Commissioning of
Suswa Substation and
Comptetion of Suswa-lsinya
line has potentiaI to affect
dispatch of power which is a

KETRAC0 responsibitity.

lmplementation StatusProject Name Remarks/Chattenges
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KENYA ELECTRICITY GEN ERATI NG COM PANY

i) Financial ctosure was achieved in February
2013 and commencement for this contract
was achieved on 13th March 2013;

iil Road network and civil works design at
advanced stage with 6 out 8 WTG foundations
concreted;

iii) Design, manufacturing and FAT and shipment
of at[ major components compteted;

ivl Substation works in progress;

. Project comptetion stands at 680/0.

4.

Ngong lWind
Phase ll - 6.8MW

Ngong ll
Wind - 13.6MW

Dritting - 80 Wetts
Contract

i) Financiat closure was achieved, Advance
payment paid in March 2013 and
commencement for this contract was achieved
on 13th March 2013;

ii) Foundation excavation compteted and stee[
fixing works in progress;

iiil Butk excavations for Road networks and site
ptatforms compteted.

iv) Equipment manufacturing in progress and
shipment has started;

vl Project comptetion stands at 33%

Contract signed and dritting commenced

il Thirty four [34] welts have drilted to comptetion
under 80-wetts Contract;

iil Five [5] wetts are currentty under dritting at
various depths.

Earty targeted comptetion date
is March 2014 white the
ContractuaI date is September
2014.

Chatlenges
- Detay in conctusion of

financing agreement has
detayed the project for over
2 years.

- Community issues affected
access to site.

Target comptetion date is
September 2014.

Chatlenges
- DeLay in conctusion of

financing agreement has
detayed the project for over
2 years.

- Community issues affected
access to sit

5.

Project Name !mptementation Status Remarks/Chatlenges
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6 Menengai Geothermal
Project. Phase 1

Kitimambogo -
Thika - Githambo Line
Construction of 17km
doubte circuit 132kV
tine,50km 132kV [ine,
2x23MVA 132133kV
sub-stations at
Mang'u and Githambo

Thika-Nyaga tine
20km 132kV [ine, 23
MVA 132133
sub-station works at
Kiganjo lNyagal

Mombasa - Nairobi
Line Construction
ot220l400kY 482km
tine with sub-stations
extension works at
Rabai and Embakasi
substations.

Rabai- Matindi-
Garsen - Lamu
Construction of 320km
220kV tine, 3 No. 23
MVA sub-stations at
Malindi, Garsen and
Lamu

JULY 2O13.JUNE 2014

GeothermaI Devetopment Company[G DC)

Surface study 100%

Project Fina ncing 75olo

Dritting 25%

lnvestor Engagement 25%

Steam Gathering System -Tendering process
50% comptete

ES|A 100%

Feasibtity study 100%

KENYA ELECTR I C Iry TRANSM ISSI O N CO M PANYI KETRACOI

Project compteted7

Project compteted

Conductor stringing, [ine construction and
upgrading of Embakasi and Rabai substations are
in progress.

Conductor stringing compteted and
commissioning tests for the [ine and sub-station
is on-going.

i. Way leaves acquisition due
to increasing [and vatues

ii. Vandalism of tower
members

i. Way leaves acquisition due
to increasing [and vatues

ii. Vandatism of tower
members

i. Way leaves acquisition due
to increasing [and vatues

ii Access from state
corporations

9

I

10.

lmptementation StatusProject NameS/No Remarks/Chattenges
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KENYA ELECTRI CIW TRANSM ISSI O N CO M PANY( KETRACO)

Lines construction - tower erection and
substations civitworks are in progress.
Compensation for structures is compteted

11

12

'13

14.

15.

16.

Nairobi Ring 220kV
substations at Koma
Rock, Athi River,
lsinya and Ngong
Construction of
3No.2x 200 MVA
220166l(V substation
at Athi River, lsinya,
Koma Rock and
Ngong'

Suswa-lsinya [ine
Construction of 100km
400kV doubLe circuit
line

Lines construction - tower erection and
substations civiI works are in progress.
Compensation for structures is compteted

Suswa Substation
Construction of 2x350
MVA 400/220 kV
substation at Suswa.

Contract awarded and Site access handed over to
contractor. Design and equipment testing are
on-going

Eastern Etectricity Engineeringsupervision consuttant procured.
Highway lEthiopia - Detaited design and preparation of bid documents
Kenyal Construction compteted. Procurement of EPC contractors is in
of 612km 500kV HDVC progress. Vatuation of both [and and structures on
bipole, convertor the ROW compteted. Documents prepared in
substation and readiness for gazettement of the right of way
400/220kV sub-station. through the NationaI Land Commission

Otkaria l- Suswa &
Otkaria lV- Suswa
Construction of 20 km
and 25 km 220kV
doubte circuit lines
and substation at
Suswa

Kenya Electricity
Expansion Project
IKEEPI: Kindaruma-
Mwingi-GarissaConstr
uction of 250km 132kV
Line and 2x23MVA and
MVA sub-stations at
Garissa and Mwingi

Consuttant and contractor procured. Line
construction - tower foundations civiI works and
tower erection are in progress.

Lines and sub-stations construction and tower
foundations civiI works, compensation for
structures and design of civiI and electricatworks
are in progress.

Project Name lmplementation Status Remarks/Chatlenges
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KENYA ELECTR I C Iry TRANSM ISSI O N CO M PANY[ KETRACO)

17

18

19

20.

21

KEEP: Etdoret-Kitate
Construction of 60km
132kV [ine, with 1 x
23MVA substation at
Kitate.

Lines and sub-stations construction and tower
foundations civiI works, compensation for
structures and design of civil and etectrical
works are in progress.

KEEP: Kisii - Awendo
Construction of 44km
132kV tine, No. I 23
MVA sub-station

Lines and sub-stations construction and tower
foundations civiI works, compensation for
structures and design of civiI and etectricaI works
are in progress.

Otkaria - Lessos - Lines and sub-stations construction and tower
Kisumu 286 km, 220kV foundations civiI works, compensation for
double circuit [ine, 1 structures and design of civil and electricaI works
No. 90MVA sub-station are in progress.

RURAL ELECTRIFICATION AUTHORITY IREA]

lmptement solar PV
power in 1o institu-
tions far from the grid,
technica transfer from
JICA to REA

Ensure connection of
etectricity to new
customers

Lot 1 is imptemented and under monitoring, Lot
2 is awaiting tender award.

114,722 new customers were connected to
etectrlcity against a target of 100,000 in the first
and second quarter.

22. Rurat Etectrification
Program

a

a

It is estimated that out of a totaI of 21,000
pubtic primary schoots on[y about 10,938

[48%l have access to etectricity while a
batance of 11,062 (52o/ol are yet to be supptied
with etectricity.

The focus of the Authority in the financial
years 2013/14 and 2014115 is to suppty
etectricity/connect at[ the un-etectrif ied
primary schoots to provide the necessary
infrastructure for the ctass one laptop
imptementation programme.

Tender for the suppty and instatlation of sotar
Pvs in the 215 schoots has been evatuated and
wi[[ be awarded by the end of January 2014.

Detay in detivery of materiats
due to [ong lead time, hence
detay in project imptementation
and commissioning e.g.
shortage of 33KV transformers
is has caused detays in
commissioning of projects

lmplementation StatusProject Name Remarks/Chaltenges

o
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RU RAL ELECTRI FICATI ON AUTHORITY (REA)

. CiviI and mechanical works for at[ the five
stations have been awarded are expected to
commence in February 2014 with a comptetion
target of end of June 2014.

. REA has awarded contracts for the instattation
of sotar Pvs at four [4] isotated power stations
that is 50 KW Sotar PV hybrid for Rhamu, 50
KW Sol.ar PV hybrid for Takaba, 80 KW Sotar PV
hybrid for Laisamis, and 30 KW Sotar PV hybrid
for Etdas. The instaltations are expected to be
compteted by end of June 2014 and eventuatty
reduce the operationaI cost of the statlons.

Detay in detivery of materiats
due to long lead time, hence
detay in project implementation
and commissioning e.g.
shortage of 33KV transformers
is has caused detays in
commissioning of projects

23. Five new isotated
dieseI power stations
at Kamoliriban, Kotuto
Khorondile, Maikona
and Lokiriama

Monitor, supervise and
report on the results
of dritting oit
exptoration wetts

24.

MINISTRY OF ENERGY AND PETROLEUM

The Ministry continued to monitor, supervise and
report on the resutts of oil and gas exp[oration
activities in the country as betow.

ETUKO.WELL

Etuko wetl was spud on 1 1th May, 2013. lt was
dritl.ed to a total depth of 3,100m. lt encountered
approximately 45 m of net pay thickness in shattower
Auwenarer IUpper Lokhone Sandstone) reservoir and
50m of potentiat net pay in Lower Lokhone
Sandstone. The wetl was dritted in Btock 108B.

Etuko prospect is the first test of the basins Ftank
Ptay in the eastern part of the basin.

EKALES-WELL

Ekateswel.[ was spud on22nd Juty,2013. lt is
located in Block 13T. lt was dritl.ed to a tota[ depth
of 1l+54 m. lt encountered net pay zone of 60m to
100m in the Upper Lokhone Sandstone reservoirs
Future Drit[ Stem Testing [DST) aims to confirm
productivity of these zones.

AGETE-1WELL
The wel.t was spud on 26th September, 2013. lt is
in Btock 13T. lt was dritted to a totaI depth of
1930m. lt encountered moveabte oiL with an
estimated 100m of net oiI pay in good quatity
sandstone reservoirs.

lmptementation StatusProject Name Remarks/Chatlenges
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MINISTRY OF ENERGY AND PETROLEUM

BAHASI-1 WELL
The wett was spud in October 2013. lt is situated
in Btock 9 and is operated byAfrica Oit. lt was
dritted to a total depth of 2900m. lt encountered
metamorphic basement at 2850m. A thick section
of Tertiary and Creatceous interbedded sands
and shates were encountered with onty minor
shows of gas throughout the section. The wett
was plugged and abandoned.

AMOSING-l WELL
Amosing-1 wetl was spud on 5th January, 2014. lt
was drilted to a total depth of 2101m. lt
encountered a potential net pay zone of 150m to
200m.lt is located in Btock'l0BB,7km
South-West of Ngamia-1 wett. The net pay in
Amosing Wet[ significantty exceeds pre-drilt
expectations.

EWOI-1WELL
Ewoi-1 wetl was spud on 28th December, 2013. lt
is located in Btock 10BB. Ewoi-1 wetl.
encountered potentiaI net pay thickness of 20m
to 80m. This discovery continues to de-risk the
basin Ftank Ptay that was opened by Etuko-1.

Coat Exploration in the The Ministry has prepared contracts for private
Karoo System firms to tender for exptoratory dritting for coal in

both Kitifi and Kwate counties

25.

26

27

CoaI Exptoration in
Meru/lsiolo

Support of Coal.
devetopment

The Ministry has indentified and established
access to six coaI exploratory dritting sites.

The Ministry has

i. Advertised Expression of lnterest for
establishment of the 900 - 1000 MW Lamu
Coa[ Ptant which ctosed on 25th October, 2013
Twenty Six submissions were received out of
which Ten firms were pre-quatified to proceed
to the next stage, i.e. Request For Proposats
IRFPI.

Project Name lmplementation Status Remarks/Chatlenges
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28.

29

Geothermal
Exploration in
Morendat-Matewa
area

Monitor, Supervise
and report on
Geothermal
Devetopment

JULY 201 3.JUNE 2OI4

MINISTRY OF ENERGY AND PETROLEUM

ii. Conducted four workshops and a series of
meetings for Kitui County LocaI Community
Leaders to buitd consensus for signing of the
Btocks C and D Benefit Sharing Agreements.
The pubtic ceremony for signing the
documents was hetd in Mwingi on 23rd
December, 2013 and was attended by among
others three Cabinet Secretaries, Kitui
Senator, two Governors, formerVice President
and Members of Partiament from Kitui County.

iii. Estabtished a regional office at Mathuki for the
purpose of coordinating coaI devetopment
activities in Mui Basin;

iv. Provided logistic support to Officers of the
Ministry of Land, Housing and Urban
Devetopment engaged in ongoing Land
Adjudication and Registration in the areas
covered by the coaI project; and,

v. undertook 29 sensitlzation sub-tocationaI
meetings to prepare the [oca[ community on
the expected activities, which inctde fast
tracking of the [and issues and awareness of
the Sub-County Resetttement and
Compensation Committee ISCRCC] formation.

The Ministry carried out Geotogical., Geophysicat
and GeochemicaI Surveys and compteted
detineation of the Morendat-Marewa geothermaI
prospects.

During the period under review, the Ministry:-

i. Monitored and supervised ongoing geothermal
resources devetopment by GeothermaI
Devetopment Company [GDC) at Menengai,
Kenya Etectricity Generating Company
IKenGen) at 0tkaria, Africa GeothermaI
lnternationaI Limited IAGIL) at Longonot and
Marine Power Generation at Akiira -Mt.
Margaret;

ii. Led an lnter-MinisteriaI Team in a survey and
later a detaited audit of the [oca[ community
(Masail households affected by the attempted
eviction from Ngati Farm;

iii. Processed permits, Treasury exemptions and
contracts payments in support of GDC and
KenGen;

Project Name !mptementation Status Remarks/Challenges
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30.

31

32

33

34.

Conduct
lnvestment-Grade
Energy Efficiency
Audits

lnstatlation of wind
Energy storage facitity
in Marsabit.

lnstatlation of wind
component to existing
solar water pumping
systems in ASAL
areas.

lnstatlation of tocatty
made wind water
pumps in ASAL areas.

Installation of wind
masts and data
toggers

MINISTRY OF ENERGY AND PETROLEUM

iv. Took part in meetings for resotving Community
issues affecting geothermaI resource
devetopment by KenGen in the 0tkaria area;
and,

During the period under review two [2)
lnvestment-Grade Energy Efficiency Audits at lber
Africa and Masinde Muliro University and one [1)
GeneraI lnvestment Audit at Kenya Water lnstitute
office Block were undertaken.

The fottowing has been achieved

. Kenya power initiated processes of advance
payments to the contractor.

. 0nce advance payment is effected the project
witl. be compLeted in six months.

15 WIND components were instalted to existing
sotar water pumps supervised, tested and
commissioned. The project is comptete.

The target for the FY was to construct 4 locatty
made wind pumps instalted in ASAL areas. So far
the fotlowing have been achieved

r Site identification done

r Contract period extended

. Work to begin January 2014

. Tender documents prepared, advertised and
awarded.

. Awaiting contract signing

Anatysis of wind data FinaI report prepared and submitted.
and preparation of
wind energy
devetopment.

Project Name lmplementation Status Remarks/Chatlenges

35.
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S/No. Project Name

37. Sol.ar technology

38

Devetopment and
distribution of energy
conservation and
efficiency brochures

RESEARCH &
DEVELOPMENT.

Smatt Hydros
Development One lll
communitywilt be
assisted in devetoping
and instatting smat[
hydro power project.

36

39

/+0

41

JULY 20't 3-JUNE 201/.

MINISTRY OF ENERGY AND PETROLEUM

. Feed-in Tariff brochures devetoped and
submitted to the printer.

. Tenders for 66 institutions awarded and works
to commence in January 2014.

. Works under Spanish funded tender
commenced in Kajiado/Narok.

. Distribution of the 100 sotar demonstration kit
done.

. The prototype turbine has been assembted and
tested with the generator at NMC.

. An LPO issued to ASP for fabrication of the
penstock.

. Excavation for the canal complete.

. Construction of the canal awaiting fat[ in river
water levels.

Development of
nationat smat[ hydro
power Attas

Energy Efficiency
Project.

lnstallation of pitot
biogas digester at
Kaimosi CotLege and
Comptetion of pitot
project on production
of biogas using flower
waste in Eureka
Hotdings Ltd., Thika
and P.J. Dave Ftowers
Ltd., lsinya.

Support K.A.M to
undertake Energy
Efficiency projects.

. A consuttative critique workshop hetd on 24th
0ctober,2013 at KSMS.

. Fourth interim progress report submitted bythe
consuttant and is being anatysed.

. Tender re-advertisement done and evatuation
compteted in December 2014.

. Awaiting detiberation by MTC.

. Tender evatuation done and contract awarded
for Kaimosi Teachers Cottege. Works to start
January 2014.

. Constructions compteted, data cottection and
testing by the trained personnel in Eureka
Hotdings Ltd and P.J Daves Ftowers Ltd
biogas ptants on going and the system reported
to be doing we[t.

. 8 GeneratAudits undertaken

o 3 lnvestment Grade Audit undertaken

lmplementation Status Remarks/Chaltenges

l+2
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43. Documentation of
Renewabte Energy
Activities

Re-aforestation of
upper tana

Testing of institutional
& domestic
cookstoves
performance.

JULY 2O13.JUNE 2014
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. Tender re-advertised and '13 responsive bidders
reatized.

. RFP to be opened on 8th January 2014.

Works on Sondu Miriu catchment started in
Chepatungu, Ndoinet and Saino as per the
contracts timetines. Community mobitization
compteted in at[ sites and sites preparation in
readiness for March/Aprit ptanting ongoing.

. Works for uppertana phase I & ll ongoing as
per timetine

. 10 cockstoves varieties tested.

. 3 best performing varieties identified.

. Standard and regutation development for
cookstoves in Kenya to be developed.

The Ministry has progressively invotved a totaI of
14 youth interns [11 femates and 2 maLes) from
Various institutions and attached them to various
Ministry' departments. A totaL of 132 youth [69
mates and 63 fematesl were on apprenticeship in
various renewable energy centres. ln addition,
tenders worth Kshs.1 /+,408,479 were awarded to
105 enterprises owned by youth, women and
persons with disabitities.

The Ministry cascaded performance contracts to
a[[ its Agencies.

The Ministry during the period:

i. Ensured that retevant approvats are granted
within 30 days,

ii. Provided retevant information to investors
within 14 days of their requests.

iii. Paid a[[ taxes due to government and enforced
a[[ the contracts.

iv.Continued putting in ptace a ptan to facititate
reduction of etectricity cost over the next few
months.

44.

45.

46.

47

Youth and Women
Empowerment

Futfilment of
Performance Contract
to Downstream
lnstitutions

48. Ease of Doing
Business

Project Name lmplementation Status Remarks/Chaltenges

Eng. Jose ,ph Njoroge, MBS
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1. lntroduction

KPC plays a key rote in the petroleum supp[y chain through transportation of bu[k petroteum
products imported at the Port of Mombasa to the hintertand. ln the past one year, the

Company has operated efficient[y and safety, atbeit with a lew chatlenges. KPC's financial
performance overthe last three years has also been good a:; the Company continue to post

i ncreasi ng prof ita bil.ity.

The rising economic growth in the countries within the region and expected increase in

demand for petroteum products witl resutt in even higher business and turnover for the

Company. KPC witL continue to expand the system's capacity to meet the growing demand
for petroteum and ensure security of suppty of petroteum products in the country.

This paper presents the Company's performance, chaL[enges faced and the key projects
being imptemented,

-r. .

1
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2. Performance

2.1 Throughput Performance

The Company recorded a marked increase in throughput over the last three years from
4,149,757m3 in 2010/11 to 5,055,838m3 in 2012/13, an increase of 22o/o. A totat volume of
5.649 mitlion m3 is expected at the end of the current financiaI year, which wil.t be about
11.7o/o higher than 2012/13 performance.

Tab[e 1 below depicts throughput performance for the last 3 years and 2013/14 hatf year
performance.

Tabte 1: Throughput Performance

3,133,832

1,183,607

4,317,439

3,073,460

1,076,297

4,149,757

3,031,590

1,504,507

4,536.097

JULY 2013-JUNE 2014

3,086,607

1,969,231

5,055,839

3,628,977

2,020,253

5,649,230

SLocaI

Transit

Total

The Mombasa-Nairobi pipel.ine operated at an average throughput ftow rate of 627m3/hr
during the first hatf of 2013114, up from 598m3/hr and 534m3/hr recorded in 2012/13 and
2011112 respectivety.

With a total throughput of 3.1 mittion m3, KPC transported about 82o/o of the petroleum
products consumed in the Kenyan hintertand in 2012113 FY estimated at 3.8 mil.tion m3. The
Company also transported ?0o/o of the transit products received through the Port of Mombasa
estimated al2.18mittion m3. This has minimised the number of road oiItrucks transporting
petroleum products for [ong distance.

2.2 Financial Performance

The Company has recorded increasing profitabitity over the years. ln 2012l13, the oit
transportation income increased by 12o/o from Kshs.16.5 bittion reatized in 201 1112 FY to
Kshs.18.5 biltion, whil.e Profits Before Tax increased from Kshs.7.85 biLtion to
Kshs.8.05bittion.

20101112009110Destination 2011112 2012113 Forecast
201311t.

Tabte 2 betow depicts the Company's financiaI performance for the last 3 years.
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Tabte 2: Financiat Performance in Kshs.'000

Item Description 2011 I 12 2012113 Latest Forecast
20131142010111

0iI Transportation Receipts

Other lncome

Total lncome

TotaI Expenditure

Profit Before Tax

Tax/ tax Provision

Profit After Tax

13,784,556

271,512

14,056,068

7,592,748

6,513,846

1,991,889

4,521,957

16,480,628

980,141

17 ,460,7 69

9,609,941

7,850,828

2,237,381

5,613,447

18,487,061+

309,403

18,796,467

10,747,678

8,048,789

1,843,274

6,205,515

21,083,019

509,287

21,592,306

13,031,237

8,561,069

2,568,321

5,992,748

The Revenue and Profit Before Tax expected from the operations during the FY 2013114is

Kshs. Kshs.21.1 biItion and Kshs.B.6bil.Lion respective[y.

3. Key Projects

The main projects being imptemented by the Company are the fo[lowing:

i. Reptacement of the Mombasa-Nairobi PipeLine.

ii. Construction of a Parattel Pipeline from Sinendet to Kisumu'

iii. Construction of additionaI storage tanks at the Nairobi Terminat.

iv. Construction of additional. Jet A-1 Tanks/Depot for JKIA.

v. Construction of additiona[ loading arms in Etdoret.

vi. Devetopment of Liquefied Petro[eum Gas ILPG) Storage & BottLing Facility in Nairobi

Hightights of these projects are presented betow:

3.1 Reptacement of the Mombasa-Nairobi Pipetine [Line 5l

The Mombasa-Nairobi pipeLine has been ln operation for over 35 years and requires

rehabiLitation to maintain its integrity. KPC intends to reptace the pipetine with a [arger

diameter to meet projected demand up to year 2044 and ensure sustained, reliabte and

efficient transportation of petroteum products in the region.
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KPC engaged a consuttant in June 2012, to carry out Consultancy Services [Design, ESIA and
construction supervision). KPC intends to procure a contractor to carry out construction
works. 13 firms have been prequatified and wil.t be issued with the tender documents in
February 2014.

The project is expected to cost Kshs50bitl.ion and wiLL be financed through internalLy
generated funds and bank loans.

Project lmplementation Timelines:

Proposed Line I Reptacement Project ILine 5)

tr@
Commencement of consuttancy services

Pretiminary Designs

EIA Study

Detailed Designs and Tender Documents

Procurement of Contractor

Construction

2

3

4

5

6

1410512012

2210612012

20109/2012

0410812013

0110212014

28/0612014

2110612012

2710812013

2610212014

02/0312014

2710612014

2610612016

Activity Start Finish
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3.2 Construction of a Parattet PipeLine from Sinendet to Kisumu

KPC intends to construct a paraltel pipeLine from Sinendet to Kisumu to increase suppLy of

product to Kisumu and thereby optimat[y utiLize the Depot's facitities, enhance ftexibitity and

optimization of Line 4 and increase the Company throughput and revenue. The project is to

imp[emented through an EPC contract. Project is at tender formu[ation stage.

Project I mptementation Timetines:

Construction of Parattel Pipetine from Sinendet to Kisumu

2

3

4

5

Tender Documentation by KPC

Tendering Process

Tender Evatuation

Contract Award

Construction

01/1012013

1e10112014

3010312014

1510512014

3010612014

1810112014

7910312014

1410512014

2?10612014

2210512016

3.3 Construction of Additional Storage Tanks in Nairobi

KPC intends to enhance storage capacity for the fast moving products; Automotive Gas 0i[

IAGO) and Motor Spirit Premium (MSP]. The project wi[L invoLve construction of 2 No. AGO

tanks, 1No. AGO/MSP swing tank and 1 No. MSP tank at Nairobi TerminaI each with gross

capacity of 33,366m3.

The additional tanks wil.t be constructed under an EPC arrangement. Advertisement for

procurement of an EPC contractorwas done and is ctosing on 14th February 2014. The cost

of the project wilt be known after procurement of the EPC contractor.

Activity Start Finish
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Project lmptementation Timetines:

Construction of AdditionaI Tanks at Nairobi TerminaI

Tender Documentation by KPC

Tendering Process

Tender Evatuation

Contract Award

Construction

2

3

4

5

0110712013

0811112013

1710212014

0410412014

2010512014

0710112014

0310312014

0110512014

0110712014

0110812014

0711112013

1410212014

03104/2014

1e10512014

04111/2016

2810212014

3010412014

3010612014

3110712014

2610212016

3.4 Construction of Additional Jet A-1 Tanks/Depot for JKIA

The Jomo Kenyatta lnternationaI Airport is undergoing expansion which wit[ resutt in an

increaseinftights. KPCisp[anningtoconstructadditionatJetA-1 attheAirporttomatchthe
needs for the expanding airport. The Project is in the pl'anning stage and discussions are

being hel.d with the Kenya Airport Authority.

Project lmplementation Timetines:

Proposed Jet A-1 Depot within Jomo Kenyatta lnternationaI Airport UkiaJ

2

3

4

5

Tender Documentation

Advertisement

Eval'uation

Contract Award

Project I m ptementation

3.5 Construction of Additional toading arms in Eldoret

ln view of the rising demand for petroleum products in the Great Lakes Region, it has become

necessary to insta[[ additionaI facitities at Etdoret to cope with the rising number of loading

orders and enhance the suppty of petroteum products for Western Kenya and the
neighbouring countries.

Activity Start Finish

Activity Start Finish
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Procurement of a contractor is on-going. The project wiLL be funded through interna[[y
generated sources.

Project lmptementation Timetines:

Proposed Bottom Truck Loading FaciLity at Eldoret Depot (Ps27l

Activity Start Finish

2

3

4

5

6

Tender Documentation

Advertisement

Evatuation

Project I mptementation

3.6 Devetopment of Liquefied Petroteum Gas tLPGIStorage and Bottting Facitity in Nairobi

The devetopment of the LPG facitities is one of the key ftagship projects under the Kenya

vision 2030. KPC has undertaken a Feasibitity Study on lnland Bul.k LPG Storage and

Distribution Facilities whose report was received in June 30, 2013.

The overatL objective of deve[oping the LPG facil.ities in the country is to ensure avaitabitity
and accessibitity of LPG at cost effective prices, promote use of LPG as a househotd fuel.

among the urban poorand the ruraI poputation and enhance socio-economic devetopment.

The project scope witt incLude construction of storage facil.ity with a capacity o1'2220MT,

Pump Ptatform; Cytinder FitLing Area; Tanker Loading Gantries and other associated
facilities. According to the feasibiLity study report the totaI cost for proposed development at
Nairobi is estimated at USD 22.87 mitLion IPhase l).

Contract Award

Construction

0110712013

0111012013

06111/2013

3110112014

0310312014

0110712014

3010912013

0511112013

30101/2014

2810212014

3010612014

3111212015
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1

2

3

Project lmptementation Timetines:

Proposed Nairobi Liquified Petroteum Gas Facitity

Project Approva[s

ldentification and Purchase of Project Site

Procure a Consuttant to prepare tender
documents and carry out EIAS

Undertake ESIA, Prepare Designs and
Tender documents for EPC Contractor

Prequatification of EPC contractor

Setection of EPC Contractor

0510112015 0310412015

1410212014

14103/2014

2910812014

06/0412015

0110612015

2110912015

0310212017

2810812014

2211212014

2910512015

1810912015

0310212017

4

5

6

7 Project Detaited Design, Procurement of
Materia [s a nd Construction

4. Chatlenges Faced by the Company

1. Aged Mombasa - Nairobi pipetine

The Mombasa - Nairobi pipetine is 35 years old and requires a lot of rehabilitation works
whiLe some equipment have become obsolete and damaged due to wear and tear.

Proposed Sotution: KPC intends to reptace the Mombasa - Nairobi pipetine with a [arger
diameter pipetine to match projected demand up to year 2044.

Activity Start Finish
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2. Unretiable Power Suppty

Power outages and surges lead to unplanned pipeline shutdowns and affect KPC sensitive
equipment and as a resu[t affect product suppty.

Proposed Sotution: ln the short term KPC has engaged the Kenya Power Management to

ensure retiable power suppLy.

3. Unretiabte Communication lnfrastructures

KPC reties on third parties communication network. ln the event of communication faitures
the operation of the pipel.ine is s[owed because the Nairobi Control Centre tNCC] cannot view
the various pipeLine operating parameters such as pressure and f [ow rates.

Proposed Solution: KPC pLans to lay a fibre optic cabte below the new Line 5 Pipetine. KPC

is atso considering VSAT for communication redundancy.

4. Ul.tage Atlocation and Utilization

The current method of utlage sharing uses historicaI data of the 0MC's market sa[es and

pipetine utitisation and [imits optimaI utilisation of the pipetine capacity [eading to slow or
stagnated growth in KPC throughput votumes.

Proposed Sotution: ALlow KPC to a[tocate its system capacity which wit[ consider the
Government poticy on product supply, regional Governments' requirements and total
industry se[f-dectared monthly product demand basis each OMC's setf-dectared monthty
product demand.

5. Stow Evacuation of Products from the Pipel.ine System at Nairobi

The rate of evacuation of products by the OMC's from the system does not match the volume
of ptanned imports. The resutt in most cases is cl.ogging of the pipetine system leading to
[ack of ultage at KOSF for imports and stoppage of pipetine operations also due to [ack of
ultage at the Nairobi, Nakuru and Etdoret Depots.

Proposed Solution: KPC require that the 0MC's evacuate operationaI products from the
system as perthe Government directive of within 10 days for [ocaI products and 14 days for
transit products.

6. Limited Capacity of the Sinendet - Kisumu pipetine ILine 3l

The Sinendet - Kisumu pipetine capacity is timited to detivering 2,400 m3/day to Kisumu
Depot against a demand of 4,500 m3/day, resulting in product grade stock-outs at the depot

from time to time.
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Proposed Sotution: KPC ptans to construct a spur pipetine off the current Line 4 to enhance
the suppty capacity to Kisumu Depot.

7. Retiance on Single Jetty for lmports

Kipevu 0itTerminat (KOTI handtes about 99o/oof the country's imports. Reliance on a singte
jetty for off Loading exposes the country to supply disruptions in case of a catastrophe.

Proposed Sotution: There are ptans by Kenya Ports Authority IKPA) to retocate the jetty and

enhance it to be abLe to receive four vessets at a time.

8. Customs Ctearance

Customs ctearance processes slow down evacuation of products from KPC system leading to
congestion of trucks in the depots resu[ting in safety and security threats.

Proposed Sotution: KPC has been continuousty engaging KRA to improving ctearance
procedures. KRA needs to ensure reLiabitity of its systems or provide back-up to ensure
business continuity. ln the short term, aL[ stakeho[ders to synchronize the working hour to
match KPC 24 hour operations. The initiative requiring upfront duty payment may ease

product evacuation from the pipeLine system.

9. Terrorism Threats and Vandatism of Pipetine facitities

Terrorism and vandaLism is a major concern in KPC.

Proposed Sotution: KPC is instatling lntegrated Security System in aLL its instattation to

enhance security surveittances. ln addition, KPC witL maintain constant liaison with
government security agencies to secure the company facilities.
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10. Securing KPC's Facitities and Property

These concerns arise due to encroachment of pipeline Right 0f Way and faci[ities

Proposed Solution: KPC is seeking to have the ROW and land where it has facilities
delineated to secure pipetine boundaries and facitities.Other proposed measures include,
mapping of pipetine by the Ministry of Lands to avoid innocent encroachment and constant

Liaison with government security agencies to secure strategic facilities.

1 1. CottateraI Financing Arrangements ICFAf

KPC is exposed due to CFA administration in that it is an area which requires expert
CotlateraI Managers. Stow ctearance of CFA materia[s a[so contribute to the cLogging of

pipel.ine system due release procedures.

Proposed Solution: KPC is reviewing the arrangement with a view of discontinuing the
Company's involvement in the arrangement.
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1. lntroduction

1.2 General Background

Kenya is endowed with a huge potentiaI of high temperature resource estimated at between

7000 to 10000 MWe that Largety remains untapped. Geothermal is the least cost (most

economic) source of etectric power for Kenya. Despite the fact that geothermal is the best

option for Kenya and that the Country has had a long geothermal devetopment period

spanning over 50 years, onl.y 260 MW is being utitized. This slow development is attributed to
the fact that geothermaI devetopment requires [arge upfront financing which the existing

pubLic entities may not support by their batance sheets, and high upstream deve[opment

risks that have deterred private sector participation.

The Ministry of Energy has rotted out programmes for the deve[opment of 5000+MW of energy

by the year 2016. Under this framework, GDC wil.t develop 81OMW of geothermaI energy from

three geothermaI prospects.

1.3 Target Projects

The devetopment of the 81OMW of geothermal. by GDC witl. be based on the ongoing activities
in Menengai and additionatworks to be commissioned in other projects namely Suswa and

Baringo-SiLati geothermaI fiel.ds. The ptan is to incrementatly deve[op the 810MW from the

different projects over the next 40 months as shown in the tables be[ow.

Fast Tracking of Power Generation by Gdc

@@
IMtrIEEEE

100

- 100

60Target Totals

Menengai

Suswa

Baringo-sita[i

Total. IMwl

Cumulative Mw 0 0

100

100

60

60

100

100

100

250

150

100

50

150

110

400

100

100

200

400

810

460

150

200

6 Months

Dec- 1 3 Project
Totats24 Months

Jun-1 5 Dec-1 5

30 Months

Jun-1 6
36 Months

Dec-1 6

42 Months

160
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The Government recognizes that it wil[ be difficuLt to finance the 5000+MW without the
participation of both the publ.ic and the private investors. GDC wil.l. acceterate geothermal
deveLopment incLuding faciLitating entry of lndependent Power Producers IIPPJ to the sector
as a means to mobi[ize development capitat.

ln these projects, GDC wiLL devetop the steamresource [fuel.) thereby shieLding the private

sector from the resource reLated expl'oration risks that have deterred their participation. ln

addition, GDC wiLLofferthe private sectorthe generation opportunities and in turn enab[e the

sector mobitize private deve[opment capltat.

2. Project Design and lmptementation Approach

The projects wiLt be undertaken as outtined beLow;

2. 1 I nf rastructura I Devetopment

The infrastructuraL deveLopment phase invotves construction of main access roads,
estabtishment of driLling water system incLuding etectricity for powering the pumping
system, we[[ pads and drlLting fLuid recirculation ponds. These activities are undertaken by

GDC.

2.2 Steam Devetopment

Three to four expLoration we[[s witt be driLLed in each of the prospects to prove steam. The

expLoration weLts wil.L be fottowed by driLLing of appraisaIweLts after which a feasibitity study
wiLt be carried out.Positive outcomes of the feasibiLity studies witl. lead to dril.Ling of

production wetls.
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This segment of the project wilt be financed and undertaken by GDC using in-house

capabitity. GDC witt devetop the steam and own the wetls.

2.3 Power Plant Construction

The steam wiLt be provided to independent power producers who wit[ finance, buitd, own,

operate and transferthe power ptants for a predetermined period under the Buitd Own and

0perate [800] structure. GDC wiLL construct a network of steam gathering pipe[ines from the

various welts that wiLt conduct the steam to the power ptants.

2.4 Substation and Transmission

ln order to evacuate the power, Kenya Etectricity Transmission Company IKETRAC0JwitL

construct the transmission l.ine

The power generated is then expected to be soLd to the nationaI offtaker, in this case Kenya

Power& Lighting Company Limited. The power generator wiL[ enter into a Power Purchase

Agreement with the Offtaker.

I

Q,)
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3. 81Omw GDC Projects Development Update

The overat[ objective of this project is to increase the nationaI etectricity generation capacity
by an additiona[ 810MW from geothermaI sources.

3.1 100 MW Menengai

The procurement of the lndependent Power Producers (lPPs) started in June 2013 where
three lPPs were contracted to devetop three power ptants of capacities between 33MW and

37MW. The Project Steam SuppLy Agreement was compteted and signed on November 2013.

Negotiations between the lPPs and KPLC for Power Purchase Agreement are ongoing

The procurement of an EPC contractor for the Steam Gathering system commenced in

August 2013 and was awarded in December 2013. The contractor has began the design and

mobilization to site. The construction period forthe Steam Gathering system is 10 months
witt be compteted in November 2014.

Environmental and social impact assessment (ESIAJ for the project commenced in August
2013 and the ESIA license was issued in in October 2013.

The projectFeasibitity study was carried out from November 2013 and the finaI feasibil.ity
study report is expected by the end of January 2014.

DriLLing for steam commenced in 2011 and to date, a totaI of 22 wetls have been compteted
and the driLl.ing of 5 other wetls is in progress. 0ut of the dritting, the avaitable steam so far
is 70MW in which the wetl capacities range between 2MW and 13MW.6 wetts are in various
stages of heating up and testing. GDC has emptoyed 5 rigs for the dritl.ing at Menengai

3.2 360 MW Menengai

The development of 360MW over the next 40 months in phases as fotlows;

) 60MW by June 201 5

) 100MW by December 2015

) 100MW byJune 2016

) 100MW by December 2016

GDC witl. deptoy 5 driLting rigs in the dritl.ing of these we[[s and the tender documents for the
same are under preparation in progress
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3.3 150MW Suswa

The development of 150MW over the next 40 months in phases as fotlows;

t 50MW byJune 2016

) 100MW by December 2016

Detailed Surface studieswere compteted in 2013 and the project ESIA in progress.

Community engagement framework was estabtished in 2013. Feasibitity study relating to

dritl.ing is at an advanced stage. The infrastructure works are scheduted to commence in the

next financiaI year. An invitation for expression of interest by the privates sector to
participate in the devetopment was issued and the proposaI wil.L be opened soon.

3.4 200MW Baringo-Sitati

The 200MW witt be devetoped in the next 40 months by December 2016. Detaited Surface

studies have been completed and the EnvironmentaI Licence obtained.

Community engagement framework has been estabtished and Land - Approval by Baringo

County Government has been obtained. lnfrastructure development wi[[ commence in

January 2014. The Government has secure a loan to commence the work.

I
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4. Project Outcome

The fottowing resutts are expected to be achieved;

1) Reduction of perceived resource risks and mobiLization of additionaIfunding from the
private sector,

2l AdditionofSl0MWfromgeothermattothenational gridby2Ol6,rep[icationofthe
devetopment modelto achieve the target 5,000+MW generation capacity by 2016,

3) lncreased private sector participation in power generation, and

4l lmproved livelihoods to the communities around geothermal areas through job creation.

5. Benefits of the project

GeothermaI deveLopment in Kenya wi[[ contribute to increase energy security of the country,
enhance f irm and reliabte base load generation capacity, and promote [ow-carbon
devetopment. The project benefits include;

1) Reduced Etectricity Tariffs. Currently, the country is procuring emergency power at
22US cents per kitowatt hour. Alternative oit based source of power cost about
16 US cents per kilowatt hour. lt is projected that the cost of power from this project witl.
be below 10 US cents per kitowatt hourtherefore contributing to lowering the cost
of electricity.

2l Job Creation and lncome Generation: The project wilt enab[e job creation opportunities
enhancing income generation activities.

3) lncreased Security: GeothermaI deve[opment wit[ enhance security in the areas as a
resu[t of the economic activities and sociaI amenities.

4l Forest Conservation: Displacement of biomass fue[ consumption by enhanced access to
etectricity wit[ contribute to conserve forests that are also serving as water catchment
areas.
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5. Project Stakehotders

6.1 Project Beneficiaries

The project stakehotders wit[accrue benefits from the imptementation of the project.

6.1.2 The Pubtic

The country witL benef it f rom the project through the injection of additionaI
competitivety-priced electric power to the nationaI grid aimed at meeting pubtic power
needs.

6.1.3 GDC

GDC wil.t accrue revenue from the project which witl be re-emptoyed in further geothermal
deve[opment.

6.1.4 The Private Sector

The Private Sector wit[ accrue return on investment

6.1.5 Local Community

There witL be job creation and enhancedeconomic activity for the [oca[ community
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7. Parties lnvolved and Responsibitities

Geothermat Development Company Limited tGDClwit[ own and imp[ement the project.GDC

wi[[ enter into a steam sates/suppty contract and may in addition sign an investment contract
with the lPPs. ln addition, GDC wil'[ enter into an agreement with KPLC for compensation of

suppLied steam and a wheeting contract with KETRACO.

Ministry of Energy& Petroteum IM0EPI wil.l. offer coordination &supervisory rote to at[

pLayers.

Energy Regutatory Commission [ERC) -witt ratify the Power Purchase Agreements and the
Tariff.

Kenya Power and Lighting Company [KPLCI -wit[ enter into Power Purchase Agreements
with IPP & offtake the power. ln addition, KPLC witt enter into a wheeting power contract with

KETRACO and a steam compensation agreement with GDC.

Kenya Etectricity Transmission Company Ltd [XgfRRCOl -witL avaitthe evacuation facilities
and enter into a wheeting contract with KPLC.

lndependent Power Producers [lPPsl: The lPPs wit[ enter into a steam saLe agreement and

an investment contract with GDC. The IPPS witL atso enter into a Power Purchase Agreement
with KPLC and acquire a generation license from ERC.

The Government of Kenya lthrough the Ministry of Financel wil.t finance the project through
budgetary a[locations and support from development partners. lt wil.L atso provide securities
and facilitate guarantees.

:
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1. Background

Kenya Electricity Transmission Company Ltd. IKETRACOJ was incorporated in December
2008 under the Company's Act, Cap 486 as a State Corporation pursuant to the Sessional
Paper No. 4 of 2004 on Energy. The Mandate of the Company is to ptan, design, construct,
operate and maintain the NationaI ELectricity Transmission Grid and regionaI
interconnectors.KETRACO is 100% Government owned and being a state corporation, it is
regulated under the State Corporations Act, Cap 446.

The Company envisages being a wortd-c[ass electricity transmission company and the
Leading inter-connector in Africa. lts mission therefore is, to build and operate a nationaI
etectricity transmission network that is retiabte, eff icient, effective, safe and
environment-friend[y through innovative and best practices; and to promote regionaI power
trade for socio-economic devetopment.

2. Overview of the 6 Month Operating Environment

During the period under review, the Company operated in a favourabte environment. lt
received continuous support from Government and development partners and it engaged
with more project contractors, consultants and other stakehotders.

/....'
i/ i,
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3. Financiat Performance and Key Operationat Kpis

During the period under review, the totaI assets of the company were KES 45,130 Mittion,

mainty driven by an increase in project costs and the acquisition of additionaI assets.The

201312014 projects revised budget for both [oca[ and external funding was KES 3,696 Mil'tion

and KES 16,676 Mitlion respectively.

4. Projects lmplementation

lal Compteted Etectricity Transmission Lines

The fottowing transmission [ines were completed and commissioned:

[i) 6ZXm 132kV Kitimambogo-Thika-Githambo;

[j) aOkm 1 32kV Thika-Nyaga [Kiganjol;

Ibl Construction of Etectricity Transmission Lines

Construction of the fottowing transmission [ines continued:

til 328km 220kY Rabai- Mal.indi- Garsen- Lamu Line:
. Conductor stringing compteted and commissioning tests started.
o Expected comptetion date: February 2014

lii) 482km 2201 400kV Mombasa-Nairobi Line:
. Line construction and upgrading of Embakasi and

Ra baisu bstationsisin Prog ress.

o Expected comptetion date: June 2014

liail 25 km 22OkY 0tkaria I - Suswa & 25 km 220kY Otkaria lV - Suswa:

. Line construction - tower foundations civitworks and

tower erection arein Progress.
o Expected completion date:April' 2014

livl 100km 400kV Nairobi Ring: Suswa-lsinya & 40 km 22OkY Suswa - Ngong:

. Lines construction - tower erection and substations civiI works

arein progress.

. Compensation for structures compteted.

. Expected completion date:April' - November 2014
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lvlll,

(vl 354 km 132kV Kenya Etectricity Expansion Programme IKEEPI:

Etdoret-Kitate, Kisii- Awendo and Kindaruma- Mwingi- Garissa Lines
. Lines construction and tower foundationscivitworks arein progress.

. Compensation for structures is on-going.

. Expected comptetion date: )une2014

lvil 96Km 132kVMeru-lsiolo-Nanyuki:
. EPC Contract awarded. Design work for line and substations has started.
. Vatuation of structures & crops and compensation for the same are on-going

lviil 127 km 400kV Lessos-Tororo IKenya-Ugandal interconnector
. EPC Contract awarded. Engineering designs and tower spotting commenced,

Design for Lessos substation is at 4o/o

. Schedute of affected tand owners has been gazetted by the National Land
Commission. Vatuation of land is comptete and compensation for
structures is on-going.

. Expected comptetion date: June 2015

431Km 132kV Power Transmission lmprovement Projects:

Na nyu ki- Nya h u ru ru ; Lessos- Ka ba rnet; 0tka ria - Na rok; Mwin g i - Kitu i-Su tta n

Hamud-Wote; Bomet-Sotik; lshiara-Kieni transmission [ines and associated
substations

. EPC Contracts awarded. Transmission line and substations
engineeringdesign preparation is in progress

. Route survey completed and compensation forstructures isin progress.

. Expected comptetion date: September 2015

lixl 430 km 400kV Loiyangatani-Suswa transmission [ine
. Land valuation completed and 960/o valuation of structures undertaken
. Schedule of affected Land owners has been gazetted by the National. Land

Commission (NLC).Compensation for structures is in progress.Offer letters
for land pending adoption of the land evaluation report by the NLC.

lxl 153km 132kV Machakos-Konza-Kajiado-Namanga singte circuit [ine
. EPC Contracts awarded and design work for [ine and substations has started

lxil 90km 220kV Turkwel -Ortum -Kitate singte circuit Line
. EPC Contracts awarded and design work for line and substations has started
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Icl Transmission Projects Preparation

The fol.Lowing transmission lines projects are under preparation:

a. 612km 500kV HVDC Ethiopia-Kenya lnterconnector

. Valuation of both land and structures on the ROW compteted.Documents

prepared in readiness for gazettement of the right of way through the

NationaI Land Commission

. Procurement of EPC contractors is in progress.

b. 300km hl1l22lkYOtkaria-Lessos-Kisumutine

. Acquisition of way [eaves is in progress. Contractor procuredto vatue [and and

structures. Consent signing at75o/o of the [ine.

. Prequatification of EPC Contractors is underway. Speciat procurement notice

prepared. Prequatification documents submitted to JICA for concurrence.

c. 100km l32kVSondu-Homa Bay-Ndhiwa-Awendotransmissiontine
. Resetttement Action PLan (RAP) report submitted for acquiring NEMA Licence.

5000+MW Projects

lil 2gf m 220kV Menen ga i- Lanet/Soito

. Requested financiaL resources from M0E&P

. EIA report submitted to NEMA. RAP study under progress.

. Request for approvaL of shortisted ConsuLtant prepared for
tender committee's approvaI

d

!:::-:.-:
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Iiil 25tm 400kVMenengai-Rongai

o Requested financial resources from M0E&P
. ESIA and RAP under preparation by KETRAC0 project team.
. T0R for procurement of supervision consuttant shared with financier for

.NO 
OBJECTION'.

[iiil 150km 400kV Sitati-Rongai Line
o Requested financial resources from M0E&P

. Preparation of Request for Proposat (RFP) for ESIA & RAP consuttants and
preparation of draft Bid Documents are in progress.

. Preliminary route setection was started

(ivl 50km400kVDongoKundu-Mariakani
o Requested financial resources from M0E&P

. Preparation of Request for Proposal. (RFPJ for ESIA & RAP consuttants and
preparation of draft Bid Documents are in progress.

. Preliminary route selection was started

lvl 520km 400KvLamu- Kitui - Nairobi East Line
o Requested financiaI resources from M0E&P
o Preparation of RFP for ESIA & RAP consuttants and preparation of draft Bid

Documents are in progress.

. Pretiminary route selection was started

lvil 11Okm 400kVlsinya - Nairobi East Line
. Requested financial resources from M0E&P
. Preparation of RFP for ESIA & RAP consuttants and preparation of draft Bid

Documents are in progress.

. Pretiminary route setection was started

lviil Mariakanisubstation
. Procurement of Contractor is on-going.Tender awarded to procure plant

design, suppty and instaltation of Mariakani 400/220kV substation.

lviiil lsinyaSubstation
. RFP for procuring contractor prepared.
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IdI OTHERKEYACHIEVEMENTS

ti| FEASIBILITYSTUDIESUNDERTAKEN

Feasibitity studies are on-going for 22 new projects.

tiil PROJECT EPC TENDERS AWARDED

The Company awarded 9 projects-related tenders: procurement of substations

[and, consultancy services

IiiiI TRANSMISSIONLICENCE

The Company was issued with a 50-year power transmission licence by ERC

livl CAPACITY BUILDING AND PERFORMANCE EVALUATI0N

The Company recruitedmore professional staff and trained different staff in
different courses. The Company's 201212013 performance was successfutly

evatuated by the Government was rated 'VERY G00D'.

5. Chaltenges and Proposed Mitigation

The Company encountered the foLtowing chattenges:

(i) Wayleaves acquisition issues;

lii) Vanda[ism of transmission infrastructure;

[iii) lnadequate funds to finance 5000MW+ transmission projects;

[iv) Shortage of Transmission/Substation Engineers in the market;

[v) Stow processing of duty exemptions for contractors;

The fotlowing mitigation measures were apptied:

ti) Using the NationaI Land Commission to issue publ.ic notice and gazette the affected

parcets of [and;

tii) Coltaboration with Kenya Forest Service, Kenya Wil.dtife Service and Nationat

EnvironmentaI Management Authority;

(iiil Continuos pubtic sensitization, engagement of community leaders, cottaboration with
locaL administration and improved compensation payment procedures;

[iv) Use of modern survey technotogy for route setection;

[vl Use of anti-theft botts in tower erection;

[vi) Request Government for additionaI budget altocation;

[viiJ Disseminating projects information to prospective investors and devetopment partners;

[viiiJCotLaboration with NationaI Treasury in processing of duty exemptions for contractors;

[ix) Continuous training of staff ;
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5. Conctusion/way Forwa rd

Ptan for January - June 2014

til Comptete, energise and commission the fotlowing [ines: Rabai-Matindi-Garsen-Lamu;
Mom basa- Na i robi ; 0 [karia-Suswa ; Etdoret- Kita [e ; Kisii-Awendo ;

Kindaruma- Mwingi-Garissa

(iil Comptete construction of Suswa sub-station

(iii) Start construction of the fottowing [ines: Lessos-Tororo; Meru-lsioto-Nanyuki;
Na nyu ki- Nya h u ru ru ; Lessos- Ka ba rnet ; 0tka ria - Na ro k; Mwi n g i-Kitu i-Su lta n

Hamud-Wote; Bomet-Sotik; lshiara-Kieni; Machakos-Konza-Kajiado-Namanga;
Turkwe[ -0rtu m-Kitate; Loiyanga[ani-Suswa

[iv) Award EPC contracts for the foltowing projects: Ethiopia-Kenya;
0tkaria-Lessos-Kisumu; Menengai-SoiLo; Mariakani sub-station; lsinya sub-station

(vl Comptete the on-going feasibitity studies

(vil Continuous capacity buiLding
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Nadgnal tand Commi$lon garctt j
Adual Land Paym€nt (418M)

PROCUREMEI'T OF COt{SUI.TAIYT

Slddln8 Pr@st

TC apprwal & Award 5 days

ContEct Sltnln, 14 dayr

Advance Paymcnt (50M) 1 day

muna,EfftrEitciER mocunEAIrD@NIniE(BCf lt9 dev;

Slddlna P.Gess ,O day!
Bld Submi$lon & Ev.luation 21 d.Yt
Tcappr@al &Award 28daYs

ContEct Slgnln! 1'l daYr

AdEnce Paymlnt (320M) 5 daYs

COI{STRUCTION AI{D COMMISSIO'{|NG 5oa d.yt
PEllmlmry :l,l d.yt

commencement date 1 daY

mck{trmeetln8 I daY

H.ndln! werotslte to EPC ContEctor 1 day

Sitc MoblliEtlon by EPc Contnctor 21 days

D6ltn I Endmrlnf 192 d.Yt
TEnrml$lon Llne o.tl8n & Apprml 1'14 days

Sub5tatlon Dadin & Approval 192 days

P.ogr6 P.ymut (170M) 6 days

Mrnut ctura.rdsupply 2gadtF
Progrers Payment (1,000M) 6 days

EE[tlon md crcrdnt ol fds Fsnd.t oE 32a d.yt
Protr€$ Paymcnt (830M) 6 daYs

Tdd Erlcdon 3(16 d.y'
Prcgr€ts Paymlnt (665M) 5 daYs

Srrln|ftt. ol t|l! lhc (Condoctot I ogcw) 2tt dryt
P.oar6 Payn€nt (s(x)M) 6 d.Ys

subrt.ion ConrtruG{on and tn.talladon 33ll dryr
Cull works 330 d.Yi
Control Bulldlng & Guatd H@se 120 days

Equlpmt Erc€don .nd cabllng 150 days

Prog.e$ Payment (165M) 6 d.Y3
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REPUBLIC OF KENYA
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w,E,q#;r:i#/1l#f.ffittrumtcd

4OOI(V DOGO KUNDU{IARIAKANI
TRANSmSSION LINE PRq'ECT (800tW)

KE]IIYA ELECTRC]TY
TRANS]TISSION COHPA}IY LIT]TED (AUG.20r3 - DEC.20ts)

0 MEfr UM€ ND TAST' wilnoN slffiUE fttt$ uE

DOGO KUNDU-MARTAKANT T/L 631 d.F 01/08/13

(8ooMW)
2 SOUNOilG AIiIDAI"IJOCATIOI{ OF TU'{DS

Rcqucn iorflnanclng (Xsh 3.948)
Allotlon ot f mncl'lt (Ftrt - {78M}
Alotton ot llmndnt (s@nd - 2r10Ml
Aldion of llmnclnt Fhld - 652M)

SELECTIOI{ OF UT{E R(X'TE

arg dry!
66 deyt
T!ljEt,
23 day!
23 dayr

89 d.I
89 days

1t2 drrt
aS dttr
6 dayr

,l{} day!
8t d.yt
21 dayr
7 days

60 dayr
95 drF
10 dayt
14 days

5 days

50 days

6 dayt
172.h\lr
60 days

319 dayt
l2t dEttt
28 dayt
5 days

21 dayt
187 da'ls
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39 dayt
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6 day!
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1 day
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outoh.
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Re*TTt EMEiTT ACrOr{ pt AX (n^Pl
P'wro prcqualtfird RAP @sultant
Bld Submlsslon & Evaluatlon
TC apprwal & Amrd
Conduct RAP study
nAP report

coMPEt{sATtot{ oF cnops, r.AflD At{D sIRUcruREs
Compension of structurci (U8M)
Crcp @mpensatlon (92M)

Cmpcnsdon ot hnd
Prcparc Land Strip5
Wrlte to Naional Land Comml$lon for tarettement
N.donal l,.nd Commidon garGttes

Actual Land P.ymlnt (320M)

PiOCUREMET{T OF COil5T'TTAIIT
Mdlrt Pr@lsi
Bld Subml$lon & Evaluadon

TC approEl & Am.d
ContECt Sl$ing
Advan@ Paymnt (SoM)

Pff,GUNEMEI'IT OF EI{GI]{EER, PROCURE AilD
coilsrRUcr(EPg
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TC approval & Award
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Advane Payment (xsh 250M)
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Commencement dat!
Xlck{tr metlnt
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REPUBLIC OF KENYA

1001(V SlLAtlf,Ol,lcAl TRANSXIISSION
LllilE PROJEGT (100il1Y)

KEilYA ELECTRICITY
TRANSXISSIO}I COTPAilY LITITED (ocT.2013 . ocT.2016)
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SOURONG AT{D AI"IOCANOil OF fUilOS
Rcqucst forffnanclng (lch 5.538)

Alodm of inanclng (Erst- 116M)
Al€don ot tn.ndry (s@nd - 1,752M1

AllErron otimElnr o.hltd - 2,752M)

All€tton of ffmnclll3 (rflnh - g(x)ill

SE1"ECNOil OF I.IilE ROUIE
Salecdon of llna rc&

UCE'ICES A'{O AP'NOVAIS
rca

Applladon for Apprffil
KCAAApprml

ESIA

Fl.ld vhh & rcport prepeEdon

NEMASubmhCn
NEMAUeT

RESETIUMEiIT ACNO'{ PIA'I (RAPI

Pcure prequalmcd RAP contultant
Bld Subml$ion & EEluaUff
TC Appml & Award

Conduct RAP rtudy
RAP rcport

OOfI/IPEI{SANOil Of CROPS, III{D A'{D STRUCTURES

Co0rpc.t on of Sttuctuc (66lll
Crep @op.nt.don (252M1

compcmrdon of l.nd
PEparc Land Strips

Wrtte to Naddal Land Comml$lon for Sazettement
tlafml tand commlsCm Suett6
Astual Land Paym€nt (512M)

PROCUREMETTIf OF CO,{SULIAT{T
Blddlng Pr@5s

Tc apprml & Awrrd
ContEqtSlgnlns
Advane Payment (sOM)

PN()GUREMEi'T OT EilGIttEER, PROCURE AT{D

coilsTnucr (EFcl

Elddlng Pr@$
Bld Submission & EEluauon
TC appml & Amrd
Contnct Slgnint
Adv.ne P.ymrnt (425M)

coil$nucnoil ar{D coMMlssloilltc
Pr.llmlBry

Commencement date
xldrcff mEdng
Handing ryc. ofSlta to EPC ContEctor
Slte Moblll5affon by EPC CrntEdor

lrcltn I Entln6rlnf
TEn3ml$ion Un. o6lSn & Appml
Subrt Uoo D€sl8n & Apprml

ProgE Paymcnt (1,550M)

M.nut duru rnd supply
Ewtlon .nd Cscrtdlt of Tffi Fstrd.do6
Prq6 Frym.m (1,235M)

Tryi Encdon
Strlndnt ot th. llm {Conductot e OFGWI

Progrc$ Payment (825M1

9rbdadoo Conrtrucilo.t md littalLdon
@lworls
Contrcl Suildlng & Guard Houte
Equlpmcnt ErGton and Cabllng

ProaE P.ymlnt (/r15M)

6fZ d.yr
l()8 drys
23 days

23dryt
23 d.y3
23 dttt
90 d.yt
90 d.yt

1l5d.F
45 d.tr
5 days

40 dayt
115 day!
50 days

6 days

60 d.yt
!t6 dryt
10 days

14 days

6 days

60 days

5 days

608 deyt

60 dayr
557 days

242 &yr
28 days

6 days

21 days

187 day!
55 drF
17 days

14 days

5 days

14 days

1 day

1!o d.yr

otllilt3
oafil13
ouo!74
otlo7itl
otlo,lts
ulout6
outoht
o{L0173
0,,ltut
oslmlI
oslout4
73104t1
ulruta
ulry73
tllou74
2uou14
o,,lttlta
otltolts
$/1ol13
uhll73
rulyL3
ulo474
oslorltl
o5lo3lt4
ottoslt4
oslosltl
osloslT4
1?/06l74
20106,lt1
2!O1h4
046lu
046lt4
2sl05,h4
t4lo7l74
2uo7l74
tgloalt4
2zloeltl

oilml$
2lo2h4
31l0utl
3yolt{
3Uolrs
o3lo2l76
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olo2l14
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2slrllts
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04.lo7l76
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REPUBLIC OF KENYA
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4OOI(V TENENGAI{ONGAI
TRANStlSSlOlil LINE PRO,ECT (200MVY)

KENYA ELECTRICITY
TRANSXIISSION COT'PANY LIT]TED (ocT. 2013. ocT.2016)

o mffiw[oTs sffiuE nxgmE

MENENGAI - RONGAI T/L PROJECT aosa'v' otltolLs ltttotro

z

a

SOUROIIG A'{D AIIOCANOil OF FUiIDS

Rcq€i lo.fin.ndry (Xsh 3.154)
All€lron of lln.nclry (Fl6t - mMl

Alooiotr ofinrndq Fhlrd - 1,332M)

Alloolon ot inrnclry (Fdnh - 7mM)
SEIICNOI{ OF UilE NOUIE

s.L.lroo ofllm rcm
UCE'ICES AT{D APPROVAIS

rCAA
Appll€tlon for Applml
XC^^.pprffil

rE
A9plk tionforAppud
(tSApplml

ESt

Ficld vlsit & rcpon prcp.Edon
NEMA Submlsslon

NEMAIIg@
iESETIr.EirEt{r ACnOr{ P|.AX (RAPI

Conduct RAP Study

RAP Gpon
CoMPEI{SAT|OI{ Or CnOPll, t flD AXD STRUCruRES

Co.ip0u6on of St'u€tuc (sOMl

Crop Compcnt tlon (O2M)
comtcnradon ot lard

Pr!r.r. Land Stript
Wrtta to t{adonal Land Crmml$ion for ga.ttement
Itldon.l L.nd Commi$lon aazlttq
Ac{ual Land Pavment (258M}

PR(TUREMEiIT Of COI{SULTAI{T

Eiddlng Prffi

TC.pprcval & Amrd
Cfftrdct Sl8nlng

AdEne Payment (20M)

PNOq'REMEI{T OF EiGIIIEER, PROCI'RE AXD
coilflnucr(EFcl

Blddlng Pr@$
8ld Subml$lon & Evaluadon
TC.pp@al & Amrd
Cortnct SlSnlnS

Adnn@ Payrnlnt (Ksh 255M)

coilsTRucnoil al{o coMMrssrof, rxG
Hnlnary

comman@ment date

xict{tr meGdnt

lLndlnt @!r of slt! to EPC ContEctor
gtc Moblllstun by EPC ContBctor

OGln I Endn4dna
Tnnml$lon Llne Ocjgn & Apprml
Subfilon D6lgn & AppMl

ProlE$ Payment (920M)

Edrdon .nd crngtdna ot Til.t F@ndrdont
Pr{l6 Paym€nt (685M)

fffiEGdoo
SE{ttalnt ot t E llnc (Conductor I OFGtf)
Progrc$ Payment (460M)

36rff6 Conrtruct on rnd lrEt lHff
Ch,llWorts
Control Bulldlng & GErd Hdre
Equlpment Er.ctm and Cablint

PrctG$ P.ym€nt (230M)
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1. Background

RetiabLe and affordabty priced etectricity is essentiaI for the growth of a country's economy

and key to the sustenance of its future. The high cost of e[ectricity has been identified as a

concern by the Government and industry players. lnitiatives to reduce etectricity costs have

been mooted to bolster economic growth whiLe meeting energy and environmentaI goats.

Kenya Etectricity Generating Company IKenGen) is the nation's leading power producer,

generating 75o/o of the etectricity consumed nationatty. Demand for e[ectricity has grown

steadity over the last decade at a rate of B-10oh and is projected to increase exponentiatty over

the next 17 years - from the current 1.7GW to 33GW.

KenGen's current status is a resu[t of evolution over hatf a century; from a private company

to a government-owned parastataI organization to today's partiaLty-private state corporation

with a 70:30 ownership ratio between the Government and private investors.

As Kenya strives to achieve the +10% annuaI growth required to attain devetoping country

status through Vision 2030, conscious efforts must be imp[emented to power the desired

shift.

KenGen shoutders the buLk of this growth despite the perpetuatchattenges of financing, lPPs

emergence and sustainabiLity of generation sources. With onLy 29o/o of the popuLation

accessing eLectricity, there is immense potentiaI to grow and meet the rising demand. To

succeed in its vision of a capacity base of3GW by 2018, KenGen is pursuing excetlence in

areas of capitaI growth, regutatory, operations and organizationaI heatth.

{{

h*-.-"
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2. Overview: 6 Month Operating Environment

The new government has committed to insta[tan additionat 5GW in 40 months. Being a state
corporation and market leader, KenGen has been tasked with detivering 844MW. This target,
coupled with the current KenGen insta[ted capacity of 1239MW, wi[[ go a long way to meeting
the current energy demands. The Company has been involved in the preparation of the
sector's implementation ptans; identifying road maps, criticaI paths and interretationships
between key ptayers. Mutti-agency efforts have been stepped up with high leveI
representation in the devetopment of the new energy poticy regutations.

There have been severaI changes cutting across the Ministry of Energy and Petroteum
corporations with a number of accounting officers appointed as we[[ as various Board heads.
There is a change in the Company's Board of Directors; three members were etected during
the December AGM and a new Chairman appointed shortly after. ln addition, the rote of
Managing Director / CEO has been fitted. These changes herald a new management regime
with huge expectations to deliver not on[y KenGen's objectives but atso the nation's expected
economic arowth.

3. Financial Performance and Key OperationaL Kpis

Pre-tax profit to date is Kshs. 1.84 bil.tion, Kshs 64 mitLion below target due to Embakasi GT

commissioning delay after re-tocation, overhauts & repairs main[y in O[karia 2 and wetl head

units chattenges. Debt / Equity at 163% is just short due to detay in disbursement of some
loans from financiers. Development index and ROl are above target al 409o/o and 1.640/o

respectivety due to increased activity in some projects, mainty 0tkaria l&lV, as wet[ as lower
operational costs. Current asset base is Kshs 189 bil.tion and expected to rise with the
commissioning of the ongoing projects.

A totaI of 3,196 GWh of electricity were produced in the last 6 months, utitizing naturaI hydro,
wind and geotherma[ resources as we[[ as stop-gap imported thermal fue[, with 70%
generated from green sources. Performance of the generating ptants in the period is above
target with on[y Embakasi Gas Turbine (GT) sLightty betow due to detayed commissioning
fotlowing unptanned repairs. Lowerthan expected rainfat[ resu[ted in reduced hydrotogywith
Masinga, the country's major hydro reservoir, receiving be[ow normal inftows.
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GoK Performance Contracting has been entrenched in KenGen, with a "Very Good" score of

2.874 attained for year 2012113 eva[uation. This embodies the achievement of targets as set

out by Government in regard to financiat, social and operational aspects.

The Company was awarded Best HR Practices IPubtic Sectorl at the Human Resources lndex

Audit from IHRM as wetl as 4 other awards. An additiona[ cap was bagged foltowing the
second runner-up position at the IFRS Fire Awards. Emphasis is given to innovation which is
manifested through programs such as the Technica[ Seminar hetd in September. Various

improvements have been exptoited and notabte gains made.

/r. Key Projects

KenGen is undergoing a paradigm shift by imptementing a corporate transformation strategy
dubbed "Good to Great". This was necessitated by regutatory environment reforms,
ever-growing electricity demand and the 30% lP0 public Listing as they inftuenced increased

performance pressure in regard to return on investment as we[[ as detivery on our promise

to provide affordabte and reLiab[e energy. The strategy is anchored on reducing operationaI
and overhead costs, quick imp[ementation of new growth capacity, improving operational
and maintenance processes and improving the organizationaI heatth to enable employees to

perform.

The Company, in [ine with Vision 2030 detivery, embarked on an ambitious geothermal
deve[opment program starting with the fl.agship Otkaria I & lV 280MW at an estimated cost of

US$ 1 biLl,ion dollars; a first in the wortd of geothermal and a true case for continental
cotlaboration in financing and engineering. lt is one of the most competitive projects, with an

overat[ tariff of around 5 US cents. The project is 89% comp[ete with most insta[tations
comptete and 21OMW scheduted to be commissioned by Juty 2014.

+
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Additionat committed projects are ongoing and status is as fottows:

JULY 2013-JUNE 2014

4 of 8 foundations ready,
major components shipped
and substation works in
progress.

Foundation excavation done
and equipment shipment set
to start.

Commissioning of unit 4 due
in April 2014 and unit 5 in
September 2014.

Commissioning of unit 1 to
start in March 2014 and unit 2
in June 2014.

Two units (6.4MWl instatted,
manufacture and shipment of
additionaI units ongoing.

Land acquisitions initiated in

Meru.

ESIA done, ToR for
consuttancy compteted and
financing ptan initiated.

Ngong I 6.8

Ngong ll 13.5

0tkaria I (Unit 4&51 140

0tkaria lV (Unit 1&2) 140

WeLl.head Project 70

lsioto 100

0lkaria I [Unit 6)/
Ol.karia Vl

210

Wind 65

Wind 30

Geo 83

Geo 96

Geo 25

Wind 12

Geo 7.5

Capacity IMWlProject Progress [%l Status
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5. Chattenges and Proposed Mitigation

Acceterating geothermaI deve[opment KenGen is accelerating dritting and deployment
of geothermaI we[[-heads and power ptants
using 2 recentty acquired rigs to fast-track
imptementation of geothermaI generation. At
least ten rigs wi[[ be required to exptoit the
current geothermaI potentiat.

Capital. financing There is need to leverage on capital markets for
injection of private capitatto achieve an
ambitious capitaL spend target of US$ 5 bil.tion.
CapitaL structuring [debt equityl and NationaI
Treasury support witL be necessary whi[e
exp[oring a[ternative revenue opportunities.

Cost reftective tariffs Headway is required to finalize on 20-packed PPA
items to ensure equitabte vatue proposition for
at[ partners as welt as fast-tracking PPAs.

Facititate acquisition of [and [sites) for key
projects such as coal and geothermaI expansion.

Engagement and Government intervention
especiatly in [and compensation, amicabte
community retations and sharing of resources.

Buitd on Pubtic-Private-Partnership / Joint
Venture framework to acceterate project
f inancing.

Land / site acquisition

Stakehotder / community issues

PPP framework deve[opment

5. Conctusion / Way Forward

Going forward, KenGen aims to enforce its geothermal footprint. To achieve the growth
projections targeted by the Company requires resitient sourcing of capitaI funds hence focus
is on tocking in finances. An excettent working retationship is necessary between the industry
players and Government for the achievement of a[[ goats and powering the nation's economic
growth.

Chattenge Mitigation

95
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KENYA ELECTR ICTY G EN ERATIO N CO M PANY

WORKPLAN
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MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

1. Mandate of Kenya Power

The Kenya Power and Lighting Company Ltd is a power util.ity which commenced operations
in 1922 as the East African Power and Lighting Co. Ltd. The company has the mandate to
purchase butk electricity suppty, transmit, distribute and retaiI etectricity to end use

customers throughout Kenya. lts purpose, responsibitities and core functions as a

commercia[ state corporation in Kenya are stated in its Vision and Mission Statements and

are expressed in its retationships with other key ptayers in the power sub-sector and in its
contributions to the country's [ong term pubtic pol.icy and nationaI devetopment objectives.

Mission Statement

Powering PeopLe for Better Lives

Vision Statement

To provide wortd class power that deLights our customers
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2. Overview of the 6 month operating environment

The major events in the operating environment that had highest levels of impact on company

operations were:

a. Approval was received from the Energy Regutatory Commission for imp[ementation of the

eLectricity tariff adjustment the company had apptied for in February 2013. The

imptementation effective date was 1st December 2013 and it resutted in an initialT.lo/o

increase in basic revenue yieLd per kWh sotd from Ksh 8.09 to Ksh 8.59.

b. Lower generation fueI prices led to a 3% reduction in pass through fuel. cost for the first
six months to Kshs15,261 miLLion as compared to Kshs 16,686 mittion at the same time in

the previous year, in spite of 8o/o growth in energy sates.

c. Rising GDP growth in 2013 has driven electricity sates growth to 8% as compared to 3.6%

growth in the same period in the previous year. This growth is especiatty noted in the [arge

power customer segment.

d. Vandalism of power network assetsimproved with to an average of 82 cases per month

reported in the period Juty to December 2013 as compared to an average of 1 10 cases per

month over the same period in the previous year.

e. A totaI of 102 MW of new power generation capacity was commissioned in the first six

months as compared to 40MW over the same period in the previous year. This has atlowed

for retirement of 90 MW of emergency generation, which the most expensive source and

contributed to a 5.5% reduction in generation fue[ cost to Kshs4.01 per kWh from

Ksh4.25per kW.

3. Financial performance and Key Operational KPls

i. Profit Before Tax

This has improved to Kshs 4,190 mittion as at December 2013 as compared to 3,575 at the

end of December 2012. This 17.2o/o growth is mostly attributable to an 8%o increase in sates

and 7o/o increase in revenue yietd per kWh due to the tariff adjustment of December 2013.

ii. Return on lnvestment

This has lowered lo 2.9o/o as at December 2013 as compared to 3.3% at the end of

December 2012. This dectine is attributabte to a heavy devetopment program resulting in

30.30/o increase in TotatAssets as compared to 17.2o/oincrease in Profit Before tax.
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iii. Debt Equity Ratio

This has improved to 2.3 at December 2013 as compared to 1.8 at December 2012 due to
a79o/o increase in debt as compared to ag.5o/o increase in equity. This ratio can stit[ be

raised further to 3.0 (75% debt against 250lo equity) as recommended by the Worl.d Bank as
the sel.f-financing ratio for the company's major projects. This high debt-equity ratio
mitigates the need for tariff increases to raise project development funds.

iv. Devetopment lndex

This index has improved to 55% as compared to 51% at the same time in the previous year.

This was due to comparativety higher vatue of capitaI expenditure in the period up to
December 2013 that offset the growth in recurrent expenditure this year to date.

v. Number of New Customers Connected

ln the six months to December 2013 a totat of 147,212 new customers were connected as
compared to 139,241 in the first six months of 2012/13. Despite the rise in connection
costs that has occurred the company has stitt managed to maintain this indicator on a
positive trend. Factors contributing to this inctuded increased avaitabitity of loans to
prospective customers,a Sh 2.7 biLtion government subsidyappl.ied in the 1st quarter
2013114 and an increase in number of new appl.ications received.

vi. Expand and Upgrade Etectricity Distribution Network

The tength of power lines [HV, MV and LV) constructed by the company had reached
4,101kms in the first six months of 2013114 as compared to 3,676in the same period in the
previous year. This growth is associated with high customer connectivity growth and
timing of project comptetion. Due to long detay in reviewing new connection charges the
company is now subsidizing new connection Line LV extensions.

vii. Sales

Sates for the six months has improved to 3,528 GWh as compared to3,270GWhin the same
period last year and is attributed main[y to economic growth and rise in new customers
connected in recent months.

viii. Generation capacity procured

This indicator in the f irst six months of 2013/14 inctuded the 81 .5 MW Thika Power Station
and 20 MW Kinadaruma expansion, which was greater than the 40MW new capacity
procured in the previous year.
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ix. System Efficiency

System Efficiency, which is etectricity sotd to final consumers as a percentage of energy

purchased from generating companies at 80.37%,was stightty lower than 81.17%in the

same period [ast year. Mismatched timing of new power stations and transmission line

devetopments is contributing to rising transmission [osses. Construction of the new

higher capacity transmission tine between Nairobi and Mombasa is ongoing, which witL

reduce transmission losses when comptete. Connection of a [arge number of new

customers at low vottage especiatty in rural areas where [ine distances in between

substations are long is atso creating tendency for technicat losses to rise. Loss reduction
projects and system design strategies continue to be imp[emented aimed at reducing

technica[ losses. Commercia[ losses [especiatty from power theftJ continue to be

addressed by widespread inspection of power suppty instaltations.

x. LV Breakdowns per 1000 customers per month

Average Number of Low Vottage Breakdowns per 1,000 customers per monthal9.77 is

worse than the achievement 7.50at the same time in the previous year, which is mainty a

reftection of better data capture on incidences. This indicator has been affected by

transformer vandatism, oit siphoning, shortage of 33kV cables and stay wire. Enhanced LV

maintenance to address fautts in the LV inctudes avaiting transformers & cabtes and

rei nforcement to repetitive cases.

xi. Average time to connect new customer upon payment

Average Time to Connect New Customers After Payment 1240V and 415V customers)
worsened lo 84.4 days as compared to 62.? days at the same time in the previous year.

Anatysis of the data shows that new customers are applying for connection at a time when

their premises are not yet ready for connection as it is taking 48 days on average after
payment for customers to submit internaI wiring comptetion certificatesas compared to

36 days on average for the company to carry out connection after receipt of the wiring
certif icates.

xii. Average Tariffs

Average lndustriaI Retail.Tariff in US dottars has improved to US cents 13.43 as compared

to US cents 14.14 at the same time in the previous year due to more favourabte generation

mix entaiting retirement of expensive emergency generation and procurement of cheaper

energy from new geothermaI and thermaI power stations.

Average Domestic RetaitTariff in US doltars has remained the same at US cents 18.78 as

compared to the previous year. This indicator is affected by a stepped tariff entaiting a

higher energy charge for increased tevets of consumption.

@



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

f,-E 
=Fe-eC E; 
=; 

e

H€IE Et$
€ 4Esa E:s
ar EeE E 3E
HPp8ts ,q.93
o-.i o- (I, U-l o- oJ >.(o; c:r- o f -o;.LE if oa-o i!

E't
.=o
C'tco

'oS
E.e
>:

P= A)cn >.o aZ
tr= oo,',s9;>
(Uo=
.c o_=
6 +d
b',.9i-o6

H PEo-E o(o;=
c);(!

lo
E! Oco
o-
Er .U

or!=

.)r9.in

=P-'q'6 >.Z ez=
6J -EecE cELCa-
3.FdcE E (o
!qo-9); +Ei
(oL:
L- _ (JJJ-

H H,E tEO-{: o O- C(!= c oo)o;.=f o
_U)
cDl,lEo,
o-
cD.u

otL=

L(,
-o
Egls
3R
(,)
-c
Co
=Lr)

-
(DJ\+
C-(oo

-f 6l

tJl
-c.
Co
E

Lr)

-+
o
c\t
-o(I)
LL

ui

Co
E

lr)

6l
e
GI
E
tJL
.!

=

L
(u
-o
E
o,
PC,o_-oo
U) c\

q
oL'=

oJ!Itde

.os
tr-

N
e
N
oc
=

o.a
6

E€eo'=LF
LTJ J

(\
D\
t-
(t,

.C
-CoDC)c
oS
EC,>.f
II

OJ
o-Y

lnq
Y

\o\o
xo
EL
Eo
(.)
.E
J
e
lE,
E,

t

OJ
o-
:<

C)J
o-Y
l,oc
=oE
Eo
.u
Ultta
ul
ul
(D
ott-
.!
=E
UI

i5

.E

c,o
a!
Ulll
=(n

Y

ci'
6i'
C

=Pra
LL
0, '-i
za
ll

o
.z
Uo
oo

co'a
!O
3 -o-

9oEro:roooc)

ot
'cl au

-o!
LC(uo
o- c)

q,
(!
!

-0,;.2
c0,ots(-)o,

Lo
U
(!
L
coo

roc
Lf

E E=(J (Err)

L
.guc
(o
c
iI

t!
f
@(,
(,
F-o
g.
o
J
o-
:<

|,
Fo
t!
-to
d.r
l!
J
lr1
9
F
II
E

?
E
'u|/t
o

Eo
o
.u
E'
CL

=ln
=
au
+a
l,)
.u
E' \C

ER
yL'Eg

JLOE
L-l
=llc)rn

.cl 'A
ctEe
.s '=
I. CD0,c,tto
F5

=oJUt
9=r- aU

st 2rJto.qr :E
L.-Ao-g;
-oo'tVl-\l= o-



MINISTRY OF ENERGY ANO PETROLEUM

JULY 2(l,l3-JUNE 2014

=o L

-q-9(o.(n o q
.-.- - !

s--^ o iP

= 
E P'6.q

E P'.o b;
6 AZ.> >-

E 5':J I
€ -'E g;
.;3 EE iL, c,).] -.;o (o !.9 tr

,9E Hg=s

!c
o
>,'EPO

--= =c-o (o(l) (oco

E?E(,) _- >

F I o!
E +ar
>,n 9z.= oJ o.Eu DC I
3_s b *(o;= tro; (D<

(u
c

65*
ET Eo+ o,

bJ (o

P d,!(ou (o
E= c
9.ue=
-a :r l/}.o''o g il'i(, 

=.. ogse!
E!too
Ee
=o-.EE

'i8

En0,
.E.>

ig#< o!,

z

z

(f)

-+
F\
.<i

(I,
.=
=oDCJC
e€
EO;:,--

z

O
LL

ooc
J
oU

l,
Ul
UI
(9
.u:
.E

E
.u

=
t

z

z

\z

o'\t
a?
*i'

(o

c
o)
Y
@
(D

(Jlr

ooc
J
o!
Ul

o
Y

(9
(v)

.UE

.oo

tl

z

z

z

o.
@
oq
tr-

a
lC

Lrr'd
LU o-
<Ln

c)
E

(t
oc
J
c!
q
UI

.Y
0i,
6,t
(\I
ci'

=E!ca
.E-
?

(u
.z
Uo

-clo

l/l

o
a

c
.9

LO,ea9oE
.!:fOooo

ot
E'(!
_o!LC0rooc)

(u
(o-o

1-: o
H.=
coo=()o

(Ec
Lf

E E=() (o{J)

Lo
U
(o
L

c
oo
L

.9
Uc
foc
ir

a
fo
G.o
Yz
co
o
J
Eo

=I

o
Lr

(n
l-
c)
UJ
-lo
d.o
og



MINISTRY OF ENERGY ANO PETROLEUM

JULY 2013-JUNE 2014

o
69
63!oOre C
0, '= O

=96biu6*!€
E >*.1'ipE
U L'=
J (I,!-cr=E
Oe 

=&=E

E
o)C33ol,
-Y'-of
EE
-o

c>,
3 -o-oePf
-E l,-
.=-o o
-o(u9cE
b tgt, Eut

c'lo
b8

d,ucn6EeO-oe

(l,

33Ego
a=

E-Ecn:r
oo-
2a+E(uc
>.I,
trc
#_E

(u

=E
E
C.
tUU)

;,.o
l(o
Eg
E;oc

5E
,=
rUl
aE6

EBE'a aPt FE

-o
C
(u
O-ocs
!olY oJ
"c

E?
E

3,P PEP 
=.

L'; !'iEo.re =(o>o;s)
(u o (u-I9

Ln .= (r >.

esEO
iE
't o-
i5.=

c.;BE0,EiL
EE
OCL

L
o,
-o
E

- 9l\,
#dF

.+
o(\
o,c
='--t

i
H;;. E

E g53E

z

z \t

(?)

C)c\
o
o
(f)

o
-

c
6,'

Po
3o
o-

LUo

C9

o
C\

L
o-

oq
c\l

C
(l,
ENL
(l,

=oo-

LUo

z

z
-o
o
L
o,rcc
(u
(u

E.

tUo

\t

C'
o(\l
o
o(t

oo
-n

(u-o
(D
L

LI.J

LUo

(,
c,

Y
otfi,
'E
o
rutt

=I

!t
.=
I

o

oc
=
Y(t
c)
o
3o.vo-
I

!l
,=
+

!,

6i,
fi,

=E
.U
J

.J

Ut
ln

\o
rO

:E
.uE
.u
:<

IT

al,
cil
\o
\o
f(n
(9
E
.!o
E,
tt.!
E'I
lU
E

.U

L
o,
-o
E

- 91.{J UE
cou(\

.n
o
C!
(o

.+

SI
o
c{
.d.
ro
c{

r\q
@(\

Jo(/)19
o.9

LUo
=

o
':
u
OJ

oo

l,

(!

a
c
.9

g0,o6
q,E
r!o
o(J

ot
Etr!
_9 .:LC(uooo

o
ao'r,

-a)a.=

c@
OE()o

(Ec
Lf

E E=(J 6 {r}

Lo
Ut!
L

c
oo
L
.g
Uc
(!
c
iI

U
C,,

o
L
L

anFot!
-log.
(L

t!
Yz
E
3
F
E
o
E'
E
3

lJ-
t!o
=C)J
o-

EE pt
.(o'E = .91-;nzE ?

E'prL
EEE-{g
e [I ;=E O-o.=o
gA EEi'H 

H,Eo€
O- {: o >..=
3E E52

EE!Eg.8.98
-E.e 3: # *
o. Ul .! a! o!,

oa
oz
o
E
Co
o
(I)

(u
(o
E

D 0.,
->
EUco)o-o-E

F,.q
@
C\l

'(o
o-a

llj r

Ltl <<(,
C'6

b-oJLU
O- LU:<<

c
.9
.g
Ullt
=UI

D=
3'F>a
tn.>(\tc
EJ
3sEe
ol

IL

=g

3

OJ

.=
U
@

-c)o

o
f
(!
ut

c
.9

sOro -o-0rc
(oo
oo

ot
E(!
.o5LCoo
o- c)

o,
.oE

i': o,
E.>
cooE(Jo

(!c

5 E3O o{#}

L
o
U
.o
L
c
o(J

L

.9
c
fEc
ii

U
0,
o
L
o-

tro
o-g
Fo
lJ.,l

o
G
o-
(9
z
a
Eo
E
az
o
o-
Y



JULY 2O13.JUNE 2014

LCo--
O-eo-c:fotrE
ooaPe.Ui;:

3.9 FPc -.- =OE}.E
L qr= >
O F'= C+ E!ril
r^ o (I,E
g H?rJ-cE (o

# b h=

ED E'

AEE
5gE

fo5.S+6
=El/}d
or(/,>\ ED U}.!(o-U= C(uo(o

*,-o ;
o=! c
L O 6.=€ E.:E
B 8 .E'6

= 
E:T

-+14)X LP'=
F O' (t,LJ

EnF
'=D=
;'s Eo =:<
.+
Ec!
o
C
f
-t
(,)
E
C
o

.rf
c\l

N
CI
N
5
a

z-o)L \i.E-(l,o
LL C\

U}r.
Co

@

N
c,N
.>
=

o
-1
*+

(n
(J
o,
oL

o_

Erc(ue
F-J

e?
\a

U}

o
(IJ'a
L
o-
oyE
(E€

FJ

o

U!oc
J

Y
N
fi,

o
.E

=I

ot-o
!l
l!

l!

o

.!o
Ul
L
l!(9
.l
E'Ic'=
-
iEtsc
==.E>'or
.EsY:.:

?

o.:
U
o

.cIo

l,,
o
(,

c

LOez-
9orE(o:ro
ooo

oii
E(o.o!
LCoo(Lc)

Lo
U(!
L
co()

o
(o
!

:(u
a.a
c o,)oE
C) or

(oc
Lf

b Ez(J (o{+

- tr.l
6:<0-tx
cL .,x
lJj oyZ

=F9o
Et!
F(EC)O
LIJ I
Jr!5
<lx)-za
IJJ CE
YO-

L
.9
Uc
(!

i.i
tn
IJJz
J
zo
ln
rn

=u)z
&.
F

t\l
(Y'

o
C)

G,
F
ut
Y
c)J(L
Y

MINISTRY OF ENERGY AND PETROLEUM

g
A-.(ot

-:a IL L+oJ- =EE6qo (ou) 9
3 r .=.E<oos2
-c o-c L
c o-o)Lu
3 ts Eo
.€or 9 o(J o6 ry(!OLL
o-.i o O(oZ tr-c) >.= z

\t
o
c!-
i
l--)

q
=co
co

N
c,
N
f
a

(\
c_.1

o

.rf
o
c.{
C
=-)
|,
-c.
Co

@

N
c,
N
.>
=

c{
ri

a^
5
(I,

Ei *,
P;E
3 E:<
c E.c(U o--c o_ac o_o(ufc
>(, -L o.!oYc
H PP qo-i- o- >
3 E.E,5

E
'o)

.L

c>ooJ€ U}cz o)

EE?
e 3_Ec o-*0) =-e3 sP
H P.E.O

.q!EE
ErF
-=>ds9E
;'s Eo =:<

EnP

EEE

rnR

EEE

E
o-
mo=<J

E
o-
m
coE<J

-n
o
c.{
C)

-t
oE
co

@

(\t
oN*
a

@-
ro
J;
C

C)
ulY

o oo

ta
ut

Y
(\l
(Il

o
-t
o]
.l
UI

=
i,

Ut
la

Y(\t
6i,

o
au

=Y
I

o
Lot,

IJJ

a

.I
9rn.= \.
=ut=iIN.E(',
EF
fo;n
.-- lEY(!'

E

o.:
o
-oo

.9
LO
€ -o-

9oE(!:rO
ooo

oE
E(o
_o!
LCoo(!o

(l,
(o
E

+1 a
x.z
c(uo=(J6,

(!c

b Ez(J o{+

L
o
Uo
L

c
o
(-)

L
.(u
Uc
(o
c
iI

(nzo
F
]-
ut
aEt
J(n

zo
ut(n

=(n
z.
G,
F
Y
GI
f,)

o
c)
G
Fl!
Y
c)J(L
Y

- lt)
6:<
9-ixo- -,xuJosZFr
9o
El!
t-E(J(J
L!r
.JuJ5
<ur>1zourE
:<O-



MINISTRY OF ENERGY AND PETROLEUM

JULY 201 3-JUNE 2014

o)

}P'u+
(EF
cL '=
3E
i.(o
.eEE9
€ E$o, o=L c'=
S,E E
_3 5E

E'Ic
o
E'I
Eo

o,

be'6+
GF
o_.=
8E
i(o
.eE
+.: o,

iE+o, u=L c'=o o-X
u) -c .=
-3 EE

E'I

'6
C'I
co

c,

ae'tr+
oFA.=
3E
i.(o
.eE+.: (u

€ bi
P q=
o o-X(/)-E.=

-3 EE

C'!
.so
C'I
co

o,

bg'u+
(oF
O-.=
3E
i.(oo=
E9
€ b;.
P 9=
o o-XUr)<-=i 6E

E'Ic
o
Et
Eo

o
}P'o+
oFa.=
8E
i'(o
.eE
f:d,

;bb
P 9=
o o*o-c.=
-3 EE

E'I
.so
E'I
co

o.= (,)
o-s Co-c o
-0JL6 q';

-ggfi.:.99".
(I, o =(,O-> E N(l, -.- E

?Egg
E h-o -o or.(I, ts

E HEgJ-cE,
xccOF o @(n

ErF
ED=
5gg

s
oc!
o-
(l)
a
o
E.
co

\,
(\I

L
0,II
E
9ar(Le
0,c,(/lN

z.
ll,aL{'

llForoLL 6I

U)
!

Co
o

N
osl
.>
J

o.
co
ci
C\

E
J
i
C

O
LUY

o

'c
=o)
L

=s
1!_(9

(t,

=L
o,
E
C
o,

Ez

E

o,
o,
-o(l,
Y
Lo]o

J

(J

;
E
=o)
(l,

E

.E

e
E

G'

c
.9
E'IoE

.cto

.!
a!z
t
I

o
J

\o

Uloc
J

Y
(\I
e)

o!,
Eo

=.I
l,

=
t

r.o
Lr)
c.i

U)

o
o,
oL
o-
3'o(E€
FJ

oooo o

o)

':
U
o,
-oo

OJ.:
U
(u

lto

c
.o

L(l)
€ -o-

9orEofooclc)

.9
LOea9oEa!foocro

ot
!t(o
.o :.'
LCcroIL C)

o
o
E

?:(l,
x.>
coOEOo

br
E(!o:'L- c
@o
OCJ

0,
(o
E

-6)E.z
c0Jotsc)o

L
o
U
,o
!
coo
L

.g
U
E
oc
ii

(uc
L:

6 Ez() 6{l)

roc
- =^
5 E=(J o{r}

> lJ.)

6)<
9.otx(L \txr!O
sZ
FF
9o
ELUt- G.(Jc)
3,
'r5<LU)rzo
UJE
:< o-

Lo
U(!
L

C
oo
L

.(uuc
(o
C
iI

l^
-oao
E
o
:J
tl
L

.9
cl
o
c.
.9

=L
l/l
c.
oo
I

UJ
Lr.lv

- IJJ

6:<0-f,x(L \,xuJo
sZLt9o
oa l'!
Flr(JO
l!1
J.
rir 5< l.rl>--zor! oa
:< o-

Ittzo
F
F(,
@

=(n
zo
t,
(n

Ettz
E,
F
Y
N
c,)

oo
E
F
IJ
Y
o
J
o-
Y



JULY 2O13.JUNE 2014

o,

>.0
'6q
OFo-.=
3E
i.(o
.eEE9€85o o=L c'=
o (D;
U)-c.=i 5E

E'!c'6
EN
Co

c,

be'o+
(oF
o_.=
8E
i.(o
.9. zE9
€ b.>(u u=L c'=
D (I,;
u0 -c.=
-3 EE

aD
.=o
E'I
co

\t
o
c.l
o-
o,
u't

o
Co
Esc{

L
olt
E
I c.r
CLFoc,tl (\r

@
c.j
o

(,-o
CI
O)J
E.(oo1,
iii c

oo

oc
o,o
(o

-cl

oL
OJ

E

3

.!
coY
Ul
G,

=I(\t
o
J

r\

0,
.z
U
0,

-oo

c
.9

LO,
€ -o.

.9oE(E'Oooo

ot;
E(oo:'EE
GrO(LO

o
(o
T'

::(u
;.>
co,ot(-)o

oc
L:

E E=() (!(+

Lo
Uo
L

co
C)

6u0;txO-.s
><
r.! o
2-ZFF
o6
d tr.J

F(Eoc)
llJ 1)r,l5
<rll>-zat!G
YO-

L
OJ'a
c
6
iI

ln
E
o
o
|no,
UI
Eo
ftl
L

.l/!o
o
c,
.o
U
=L
l,co
c)

I

o-
lJ,l
Lr.t
Y

MINISTRY OF ENERGY AND PETROLEUM

o,

ig'63
(ol-
O.=
3E
i.(o
.eEt9;E}o) o=L c'=
3.8 E
_3 5E

E'I
.go
E'I
co

(l,

be'u+
oFA.=
3E
i.(0
.9. Et9;55
91 9=
o (U*
u)-c.=
-3 EE

C'I
.=o
E'I
co

0)

}P'o+
(oF
a=
3E
i.(o
.eE't-: o,

ibi(1) u=L c'=(, (u;
l,)-c.=

-3 EE

Erc'6
C'T

c,o

o,

bP'6+
oFa.=
3E
i:(o
.9:
t9;E}d, u=L c'=
o (o;
o=,=
-3 EE

C'I
.=o
C'!
c
c,

o
,z
U
o,
oo

c
,9

LO
€-e

9orE(oloooo

irt
E(o
'CE
@ooo

L
o
(o
L

oo

o
(u
!

91 (l,;.:
coots()o

(oC
Lf

E EE(J (o@

oooo

(E

c
0.)

-Y
=J

lnE
C
(o
o-
f

=

C,
U
CI

LL
.o

3

ol
L

Y

c
.9
E'to
d,
.cto
L'6
z

I

I

o

\o

- LrJ

6Y
', .J.
Z{,<r\
CL \,xuJo
sZFF
9o
EUJt-&oo
!rr!5
< trJ>-rzo
r.! E
:<o-

L
.9
U
C
(E
c
i.r

|/l

.9
,0
l,
lt
ul

o!
=-ct
L

.9o
o
c,
.9
U
=L
|/l
tr
o(J
I

(L
IJJ
uJ
Y

\



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2O1A

o,

be'o+
(!F
o_.=
8E
i.o
.eE
fi 0,

iEep 9=
o (u;
l,-c.=
J EE

E'!c
o
E'I
co

(t,

}P'6q
(oF
O_.=
8E
i.(o.ez+io,
: E5p 9=; tu*o-c.=
-3 EE

E''c
o
E'I
co

o)

ae'6+
OFa.=
3E
--(oL

.9Etso;E}
o, (J=L c'=
B.E E
-3 EE

ctt
.Eo
C'I
Eo

(D

}P'o+
(oF
o'=
8E
E.(o
.sE'!-i o
6 b.>P 9=
seE
-3 EE

E'Ic'6
E'I
co

o)

>Q'6+
oFO.=
3E
i'(o
.eEt9;Eirc, u=L c'=o o*r, -c .=
-3 EE

E'T

.=o
ctl
co

o,

be'u+
(uF
cL.=
3E
i'(o
.eEt9
€ bbo, u=L E'=o o*r, -c .=
_3 5E

E'I
.so
E'I

o

t:

(D

.9
c.
o
o)c(,
(,

!

'a
L
(,,

l
j
o
L
o

-o(o
Y

3

|,o
-o

=

c
.I,
E
L
L
(r,
u}o-

=
o

3
c)

co
o)

LU

!

c.oo
U}o-o
E
c)

(J

.E

oY
Ulo

=I(\l

o
J

0,

U
c)
-oo

c
.9

LO
o;

9oE(ofoooo

ot;
Ero
.9:
LLoo(L c)

0)
ro
E

-aH.:
coo=

()6j

rgc
L:

6 Ez() (!{4

!
o
U
(!
L
co(J

!
0,'6
c
(o
c
iI ooeoo6

oc
o
JO

6
tt
=|n
co
att
L

.9
ct
o
c
.9

f
L
l/lc
oo
I

o-
t!
t!
Y

-1!6:<
C-ixo-\?xr,! o
sZ
Et-o6
oa uJIt(J (J

5,tJ5
<ur!rzo
r,! oaY(L



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

OJ

>.0'69
6F
a.=
3E
i.(o
.eEU9
;Eiro, u=L c'=
S.E E
-3 EE

C'I
.=o
C'I
co

o,

ae'6=
OF
O.=

8E
.i(l
.EzE9
; bbo, u=L c'=
seE
-3 EE

E't
.so
E'I
co

o
}P'6+
oFo.=
8E
--(uL

.9. -cE9
;E}o, u=L c'=
S,E E
_3 5E

E'!
c,
o
ar!
co

(u

bP'u+
oFo.=
8E
io
.eE69
€bbo, (J=L c'=
o o*l, -c.=
-3 EE

E'ic
o
El
co

o)

i.P'u+
oF
O_.=
8E
i'(o
.eEE9;5$c, u=L c'=o o-X
l,-c.=
_3 5E

E'Ic'6
E'!
co

*+

o
c\l
o-oq
o
=
o
E.+

C!

L
o3
EI ..r
CLFoc,
Ut GT

-o
to
CC;

'o)
c
o
LU
:<

ooooo

(o

f
-l

o

(o
q)

3

E

(o
(!

F

d

(o

E
o)
O)c
(o
Y

3

aEc
f
(o
(9

jE

c
.9
ct!o
&,
.E

coY

I
(',

I

o
J

c
.o

Ld,
I -o.

9otE(olo
cloo

ot;
E(o
.o!
LCoooc)

(I,

.2
u
(u

oo

l,

o
(,

(D

o
E:(u;.=

cootsL)o

Lo
U
(o
L

c
oo
L

.0,
U
(!
C
tT

-L!6Y
E-z \r'<r\
O- -{xruOyZ
tst-o6
Oa l,.tJ

-U,oc)
!ruf,
<uJ>-za
I.IJ E
YO

t,
Eo.E
(!
Ul

-c!
=u}
c,
.9
ag
L

.9
c!
o
c
.9
U
L
t,

oo
I

o-
IJJ
IJ
Y

I



MINISTRY OF ENERGY AND PETROLEUM

JULY2()l3-JUNE 2014

oPo)
EB !?n.io (o

lln d)ou) _- trttE ug89 S E€
E;E EE;;E B8
E &: 3_b-of X oqLL o.: u.=

ef>,P 6
-==F

IF: s.,
!coi E

i(o'6r
.9 E E'-69 rFiEaE(u u= t'=L c'= o 

=seEf il
i b E>=

**:
a€ 3.s

+5E s
co9'=mo: E.= o
E E =E E€5a>!
;E=iI
-3 3E€E

E'Ic'6
E'!
Eo

E'!
.=o
C'I
co

E'I
.=o
C'!
co

E'Ic
o
E'I
Eo

E't
.Eo
E'I
Eo

E'Ic
o
Er
co
L
o)
-o
E
9-t1-o^
zF<
u)c
co
Esc!

L.
(u
-o
EgJN
o:.
zF<

o
E.

FF-7 <-)i3=
(J LTI J

o.
.o

I

ooo

aL
q,
E
co
Ez

E

(I,,

o,
(D
:<
Lo
3oJ

U

a
E
=(r!
(U

=

o

'-
o
.!
E.

(D

o

Ulc
.9
E'Io
d,
.,
.!o(J
cd

lto
L
a!z
I

IFo

.+

o

ooc:
co
)
-o
L

.9o
o
c
.9
U
f
L
U)co
L)

o

'.
Po
Eo
Eo
=
E

o

l

Eo-)

G'

o

E
.9
E'IoE
ul
.Eo

C)
I

\C

o
J

@

AJ

.z
I
OJ

-clo

tr
.9

LO,
I -o-

.9orE(!fo
oo(-)

o-u
E(!
.9.:
Lg(,o
o- L)

0,
o
a,

:0,:>

cooE(J0,

Lo
U
loL
Co
L)

,!cLf

E E3(J l!{4

L
.(u

C
.oc
iI

(,
c
o
ro

',E
3
ln
Eo

=!
L

.l,lo
o
c
.9
U,
!
|,
c.
oo

a

o-
uI
LIJ
Y

-L!6Y0-z \r,<Fo\?xuJo
sZ
Lr
9o
EUJtEoo
l!1
J

'.u 5<uJ>--zo
ur oa
:< o-



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

c;asJ o *d-
f (n u t:r 5EOLUE 6.oLU L'_r:< I tP;E PE9:85
;AJEE
8;"E 5E

\t
o
C\

=-)
(nc
Co
E

LO

cD
.Eo
C'I
co

E'Tc'6
E'I
co

Ei
.s
o
E'I
co

E'I
tr
o
E'I
co

E'!
E
o
E'I
co

C'
.=o
C'I
co

EN
tr
o
EN
co

El
.=ool
c
c,

.rf
o6l
.>
=--1
UI

!

co
E
u)

t-'o
l!
EgrN

ik

!.-oIt
E
!, 6r>Jls

(J
UJ
FoZO
u) -J

o
Lrl
FozO
U',J

gt
L
Y

l.c).q
.rt

-+
!
@

oooo_ooooooooo

'tr
:,
E')c:,
-c.

=(D

o

o

Ulc
.9
Elio
G,

Ut
.Eo(J

oU

E
.g
l!z
I

IFo

\t

C
(l,
E
L
L
(I,
U)
o-

=

3

=o

co
o)

LU

=

Co
o,o
o-oc
O

.U

o
C
o)
(,,
(t,

E

e
(1,

c,

(o

.!
Eo-
la
6,

=I(\t
oJ

rl:l

CoLo
Eos
l,

)
Eo-)

=

(o

C
c,j)
J

:

tJl-o
c
(I,

o-
f

?

(,
(J
co
LtL
(o

o)

o.:
Uo
tto

.o
LO
€ -o.

.9oE.!'c,oct(J

oE
Et(oe!
LCooLO

o,
.u:o

:0,
H.:
co,OE(Jo

U)5
(o

tn

L
o
U
o
L
c
o
(.)

5e0-
€x
CL \ixtrl O
7Z
FF
9(]
Et!
FEoo
5.,uE
<U!rzo
UJE
:< o-

L

.9
Uc
(!

iI
ul
c.o
(!
|,
.cl
a
rr!
c
.9
a

-ct
L

.9
ct
o
c
.9
u
=L
|nco(J
I

L
l!
ul
Y

t1



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

3=
.E.o i hJ(r.o-
uA r C

?*i E *!,LrJ o) (uE'
OJ:< L 9=
r-P r B b*
: E jf 

=:arii'- ao u A-rJ=toL
oJ u) O o-o-(I) ^-Cl c trLL;(o(J.=

Elc
o
E'!
Co

cD
C
o
E'I
co

EN
C'6
E'I
Eo

E't
.so
C'I
co

E'tc'6
C'I
co

o
.z
U
0,

.cTo

ln
:,
o
a

c
.9

L(U
S -o.

9orE(!fo
oo(J

oU
E(!
9!
LLoo(Lo

0,
(D
o

:o
;.2
c0,o=(J 6,

(!E
Lf

= 
o=6 E3(J o{4

Lo
U(!
L
co(J

L

.9
Uct!c
L;

oc
o
l!
ullt
=ln
tr
.9
2
II
L

.9o
o
C
.9

,
L
1ncoo
I

o-
]JJ
UJ
Y

ooooooooo

o
=-)

o)

U}o
!

=

(I,
(I)

3

6

(!
o

F

C,

(o

E
(u
olc
C,
Y

tt

=E'
C
f
(I,
(9

6',

c
.9
Ero
G
.!
c
c,Y
-

I
fi,

I

o
J

{t

ool
C
OJ

(u

!

.P_
U)L
(l)

c
f
I
e
(o
-o(,
Y

o)

- Lrl
6Y
9;z \'<r
O- \tx
r^! o
;-ZLr
9o
Et!
)-E(J(J
lrJ I
J

'!5<rx!'rzo
ttJ dY'L

@



MINISTRY OF ENERGY AND PETROLEUM

JULY 2013-JUNE 2014

5. ChaLtenges and proposed mitigation

Risk / Chattenge Mitigation

1. Unaffordabitity of connection cost by new
ordinary customers

2. Weak scrap meta[ law

3. Drought induced power rationing

4. Uncoordinated devetopment ptanning [esp.
cabtingl with other utitities

5. Levies demanded byvarious Government
entities for power infrastructure leading to
debt confticts. May also lead to higher tariffs.

6. Detays in imptementation of generation
projects Leading to continued suppressed
demand and dampened sates

Government del.ay in providing guarantees
required for imptementing generation
projects.

7. Right of Way for power lines, (wayleaves

acquisition, encroachment, trace ctearancel

8. High [evets of vandatism and theft of power
assets

. Loan facitities for customers

. Support from G0K to meet connectivity costs

. Review costs to increase efficiencies

. Pre-investment

Government to be tobbied to strengthen scrap metal [aw to
effectivety deter va ndatism

Diversification of energy sources.

lnterconnection of the nationaI grld with neighbouring
countries

Discovery and devetopment of new energy sources in the
country

lmproved consuttation a nd coordination between i nf rastructura I

devetopers inctuding water and tetecommunications

a

a

a

a

a

a

a

a

o

a

a

lntervention by CentraI Government to reso[ve disputes, set
retevant policy and harmonise retevant laws

Continued temporary use of emergency generation.

Raise generatlon reserve margin requirement from 15% to 30o/o

provide future cushion for project delays.

Demand Side Management and Energy Efficiency programs to
substitute for new ptant.

Government to establish a poticy and [ega[ framework for
provision of governmbnt support and securlties for project
implementation

Publ.ic Education

Engaging Government, County and other pubtic bodies

lntensified trace maintenance

Linking transmission [ine devetopment to new generation ptant
devetopment

. lntensify anti-vandatism securi$ measures.

. Ensure enforcement of new stiff penatties.

. Engage communities in anti-vandatism efforts.

. Engage authorities

. Step up prosecution ofvandatism cases

a

o
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6. ConctusionAVay Forward

The priority strategic initiatives of the company are as fo[[ows:

. Comptete the last 5 of the 51 new World Bank funded Energy Sector Recovery Project
substations.

. Continue with construction of 31 new KEEP funded substation projects scheduted to be
compteted in 2015

. Extend automation of the distribution Network

. lncrease redundancy and dedicated [ines to Large Power customers so as to e[iminate
power outages affecting them;

. lmplementation of the Distribution Master P[an compLeted in 2013

. Enhance anti-vandatism technicaI and legaI interventions

. Ensure over 1 miltion new etectricity customers are connected in every 5 year period

. Sales growth averaging 5.7% annuatLy in past 10 years. Average of 15% annual growth
required to meet 5000+MW generation expansion plan.

. Fast Track RegionaI interconnection IKenya Ethiopia, Kenya Tanzania and second Kenya
Uganda tinks)

. Structured procurement of 5,093 MW by 2017 out of which 2,383 MW is atready committed
to be buiLt.

Al.though a very ambitious and costty power network infrastructuraI investment programme
is being imptemented to serve the aims of the Vision 2030 Medium Term Ptan, it is noted that
this programme has attracted keen attention from lenders, led by the Worl.d Bank, who are
financing the majority of these projects to fruition.

Reasons for optimism of continued sates growth in the ptan period inctude growth of the
economy, massive infrastructural investment in the country, a vibrant domestic private
sector and growing foreign direct investment in to the country.

The Company remains keenly aware that it provides an essential service as an input in
productive activity and residentiat Life in the modernising economy and as such recognises
customer satisfaction as a core objective.

@
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JULY 2013-JUNE 2014
rF#

a

1. lntroduction

The Government estabtished the rural e[ectrification program in 1973 for purposes of
subsidizing etectricity suppLy in the ruraL areas. Thirty years after the inception of the
program (by 2003) onty about 4o/o of the ruraI poputation had etectricity connection in
their homes while access [eve[ was about B%.

As a resutt of the [ow connectivity, the Government through the Economic Recovery

Strategy [ERS] of 2003 and Sessional Paper No 4 of 200L of Energy undertook to
acceterate the pace of ruraI etectrification through creation of a speciaI purpose ruraI
etectrif ication a gency.

a

a REA was consequentty estabtished in 2006 under the Energy Act No. 12 of 2006 with the
mandate of enhancing electricity suppty in the ruraI areas. The functions of the Authority
as out[ined in the Act are as fottows:

a. Management of the ruraI electrification programme fund,

b. Devetopment and updating of the ruraI etectrification programme masterptan,

c. lmp[ementing and sourcing of funds for the ruraI electrif ication programme,

d. Promotion of use of renewable energy sources,

e. Management of the detineation, tendering and award of contracts for licenses and
permits for ru raL eLectrification.

' *q>r

.gA.'-,,

;*-
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Upon commencing operations in 2007, REA aLigned its goa[s to Vision 2030 which aims at
having at[ Kenyans enjoy a high quatity of tife by the year 2030. The target set in Vision

2030 was to etectrify a[[ major pubLic facilities and one mitlion househotds by the year
2013.

REAs first strategic p[an 12008109-2012113) adopted the target of connecting att major
pubtic facitities [trading centres, secondary schoots and heatth centres) by the year

2012113.

It is estimated that by end of 2012113 oul of a totaI of about 25,000 major pubtic facitities

[trading centres, secondary schools and health centres) in the country about 86% have

been electrified leaving a batance of 14o/o as shown in the tab[e betow:-

TabLe 1: Summary of Etectrification Level

a

a

a

JULY 2013-JUNE 2OI4

79Yo

9 60/o

860/o

860/o

Trading Centres

Secondary Schoo[s

Heatth Centres

TOTAL

1 3,1 35

8,1 95

4,543

25,873

1,096

285

348

1,729

10,429

7,878

3,905

22,212

2,706

1,037

1,467

3,661

21o/o

4o/o

14o/o

14o/o

2. Projects Under lmplementation Over the Period Juty 2013- June 2011

This section gives the status of projects under implementation within the last six months
divided into three categories as betow,

a) Status of projects carried forward from the financiaI year 2012113

b) Status of imptementation of the pubtic primary schoots projects

c) Status of on-going renewable energy deve[opment projects.

al Status of projects carried forward from the financia[ year 2012113

. At the ctose of the 2012113 financial year, 862 projects were in various stages of
imptementation. These projects were mostly targeting the publ.ic secondary schoots and

trading centers among other facitities.

TotaI Number Etectrified
By 2003

Type of Facitity Un - Etectrified
Facitities

ELectrif ied Facilities
by 2013

a The tabte betow summaries the status of these projects as at 31st December 2013

@
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a

a

o

a

The table betow summaries the status of these projects as at 31st December 2013

2

3

Commissioned

Comptete & Awaiting Commissioning

Under implementation- in progress

TOTAL

259

311

292

862

a

a

lnctuded in the 862 projects were 12 isotated diesel power stations lgensetsl which were
at various stages of imptementation.

Out of the 12 stations, REA was abte to comptete and commission three [3) stations
namety; Takaba, Rhamu, and Etdas over the tast six months. A summary status of the
rest of the stations as at 31st December 2013 is attached as Annex I

bl Status of implementation of the publ.ic primary schoots projects

It is estimated that out of a total of 21,000 publ.ic primary schoots only about 10,938 l48o/"1

have access to electricity while a batance of 11,062 (520/"1 are yet to be suppl.ied with
etectricity.

The focus of the Authority in the financial years 2013114 and 2014115 is to suppty

eLectricity/connect atl the un-etectrified primary schoots to provide the necessary

infrastructure for the ctass one [aptop imp[ementation programme.

a

ln 2013/14 REA's budget for imptementation of new etectricity suppl.y projects is about
Kshs.3.4 bitl.ion as per the printed budget estimate which has been distributed to aL[ the
ruraI constituencies based on the CRA formulae for revenue allocation.

REAs target for the year is to suppty electricity to a minimum of 2,000 primary schoots
through both grid extension (1,800) and sotar Pvs (215) foroff grid primaryschoots. This

wi[[ increase the number of primary schoots with etectricity from the current 11,062

152Yo) to about 13,078 i.e.1620/ol

The status of imptementation of the primary schoo[s as of 31st December 2013 is as

shown betow. Electricity suppty/connection inctudes wiring of ctass one in readiness for
the taptops.

Status No of Projects

a

@
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TabLe 2: Summary of electrification status of primary schoots

2.

3.

4.

Commissioned/Con nected

Comptete & Awaiting Commissioning

Under imptementation- in progress

Under survey & design

TOTAL

268

85

657

1,000

2,010

215

215

o

O

It is expected that att the primary schoots financed wil.t be connected by end of March
2014. Tender for the suppty and instatlation of sotar Pvs in the 215 schoots has been
evatuated and witl be awarded by the end of January 2014.

ln addition to the grid extension and so[ar Pv instattations REA is constructing five new
isolated dieseI power stations at Kamotiriban, Kotuto Khorondite, Maikona and
Lokiriama. Detaited are given in Annex ll.

Civil. and mechanicaI works for at[ the five stations have been awarded are expected to
commence in February 2014 with a comptetion target of end of June 2014.

ct Status of on-going renewable energy devetopment projects.

REA has awarded contracts for the instattation of sotar Pvs at four [4J isotated power
stations that is 50 KW Sotar PV hybrid for Rhamu, 50 KW Sotar PV hybrid for Takaba, 80

KW Sotar PV hybrid for Laisamis, and 30 KW Solar PV hybrid for Etdas. The installations
are expected to be compteted by end of June 2014 and eventuatly reduce the operationaI
cost of the stations

a

a

Status No of Primary
schoots (Gridl

No of Primary
schoots [Sotar Pvl
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a

a

a

2. Ptanned Projects For 201311t.. Uan-jun 2Oltl

. ln the forthcoming revised budget estimate, it's expected that REA wilt be altocated

additionat funding of about Ksh.6 bitLion to finance a further 3,000 primary schools within
the next six months.

Towards this end REA has identified about 3,000 un-etectrified primary schoots across

the country

The additionaI connections to primary schoots witL inctude 400 sotar Pv insta[[ations

within the off-grid areas.

The government of Kenya [GoKJ has atso entered into agreements with the Chinese

government to finance devetopment of 50 mw grid connected solar plant project in

Garissa County. The project has been adopted as part of part of the Government

5000+MW power ptan to transform Kenya by 2016.

A 100 MW Hybrid Sotar/Wind pLant at Muhoroni with concessionaI financing from the

Government of the People's Republ.ic of China as part of the Government 5000+MW

power ptan to transform Kenya by 2016.

a

A number of other renewabte energy projects are ptanned for imptementation as shown

in the attached Annex lll.

a
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3. Chatlenges Encountered ln Projects lmplemenation & Proposed Mitigation

a) Funding- Al.though the Government has continued to provide funds for the Rural
Etectrification Programme over the years, the funds are hardty enough to imptement the
construction of a[[ identified priority projects in each financiaI year.

bl Detay in detivery of materiats due to [ong lead time, hence deLay in project
implementationand commissioninge.g. shortage of 33KV transformers is has caused

delays in commissioning of projects.

Solution: Butk & time[y procurement of materiats and promoting
manufactu red materia[s.

more [ocatty

c) Wayteaves acquisition: Huge compensation required and detays in acquisitions of

consent

Sotution: lnvotvement of communities, [oca[ leaders to sensitize communities on the on

the importance of granting free wayteaves.

4. Conclusion

With continued Government support, REA is committed to ensure that the Vision 2030

target of having a[[ the househotds in the country connected with ctean and reliable
source of energy is achieved by the year 2020 as per Jubitee Government manifesto.
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Annex I : Off Grid Diesel Power Stations - Ongoing Projects

1 Takaba Commissioned to be handed over to KPLC for

Operation and management in February 2014

2. Rhamu Commissioned to be handed over to KPLC for

Operation and management in Februa ry 2014

3 Etdas Commissioned to be handed over to KPLC for

Operation and management in February 2014

4 Lokichogio ln 0peration but awaiting finaI commissioning

and handover by June 2014

5 Laisamis Completed to be commissioned

after customer connection.

6 Lokitaung Compteted awaiting

commissioning

7 North Horr Compteted to be commissioned

aft er customer connection

8 Banisa Civi[ & mechanicaI works are comptete.

Genset to be instatted by June 2014

9 Lokori Compteted awaiting

commissioning by March 2014

10. Hutugho lnstattation of genset in progress to compteted

and commissioned by June 2014

11 Kiunga lnstattation of genset in progress

to compteted and commissioned by June 2014

CiviI works and reticutation comptete awaiting

detivery of generators. To be comptetd by May 2014

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time.

Procurement of

Turnkey projects takes time.

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time.

Procurement of

Turnkey projects takes time.

Procurement of

Turnkey projects takes time

Procurement of

Turnkey projects takes time.

STATUSSITE/PROJECT CHALLENGES

12 Dadaab
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Annex ll. Off Grid Diesel Power Stations -201312014

SITE/PROJECT STATUS

Annex lll. Renewabte Energy Projects - Planned Projects For 201312014.

1 100 MW Hybrid So[arAVind at Muhoroni

1. Kamotiriban

2. Kotuto

3. Khorondite

4 Maikona

5 Lokiriama

2 50 MW sotar ptant at Garissa

3 50 MW solar ptant at Nanyuki

Sca[e UP of Renewabte Energy Program ISREPI

mini-grids

5 ACP/EU Energy Facil.ity Proposa[

6 Chemosit Smatl hydro

Civitworks tenderevatuation is compteted. The project is expected to be compteted

by June 2014

CiviI works tender evatuation is compteted. The project is expected to be completed

by June 2014

Civil works tender evaluation is compteted. . The project is expected to be

completed by June 2014

Civit & mechanicaI works awarded and contract signed.

Civi[ & mechanicaI works awarded and contract signed.

Acquisition of [and in process. This to be

foltowed by feasibil.ity Studies by China

Jiangxi lnternationat.

MOU signed between Sinotec Co. 0f

China, Ministry of Energy & Petroteum and REA.

Signing of MOU in process between Sinotec Co.

0f China, Ministry of Energy & Petroteum and REA.

4 Sites being identified by various stakehotders to on

facititate carrying out of Feasibility studies

ProposaI of a 1.4MW Smat[ Hydro Project to be

located at Nguruman site - Ngurman River,

Kajiado/Narok Coung border. Proposal with EU

Feasibitity study compteted by December 2013

@

SITE/PROJECT STATUS

7 Bangtadesh settlement - So[ar project EOl for ESIA to be advertised by February 2014
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1. Background

The energy sector is a key driver of economic growth and devetopment of a country. lt also
ptays a key roLe in improving the environment of doing business. ln Kenya, the energy sector
has been identif ied as a key enabter for rea[ization of the Vision 2030 to transform Kenya into

a middte-income economy. Much has been achieved in the tast ten years. The Government
prepared and imp[emented the SessionaI Paper No. 4 of 2004 on Energy and enacted the

Energy Act 2006 that unbund[ed further the eLectricity sub sector and brought aLt energy sub

sectors that is eLectricity, downstream petroteum and renewable energy under a singte

reg u [ato r.

Before the Jubitee Government took over, the country had an instatted capacity of 1,586MW

and 120MW of emergency power, which totated lo 1,716MW byJune 2013. The Government
in August 2013 retired 90MW of emergency power.0nl.y30MW is remaining in the system in

Western Kenya to provide system stabitity support in the western region.

The government in September 2013 launched the project 5,000MW+ of fast tracked capacity
to be impLemented in 40 months to transform Kenya by increasing the generation capacity as

wetlas transmission and distribution infrastructure in the country. Various programmes are

aLso being imptemented in the petroleum and renewabte energy sub sectors.

Energy demand is expected to increase tremendousty with the various initiatives that are

being implemented bythe NationaI and County Governments. lt is anticipated that etectricity
demand wi[[ rise sharply as new County Governments take shape and numerous economic
activities spring up. ln particu[ar, energy intensive activities such as mining, production of

iron and steeI products from [ocaI iron ore deposits, irrigation of [arge tracts of [and forfood
security and agro-based industry, operation of petroteum pipetines for both crude and

refined fueI oits, petrochemica[s production inc[uding urea, steeI products based

manufacturing, such as motor vehicle body parts and for earth moving equipment,
el.ectrification of designated raiI Lines, instaltation of escaLators at shopping maILs and

airports, and new economic zones wil'[ require a lot of power.
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ln orderto transform the economy, affordable and sustainabte suppty of etectricity has to be

provided. A roadmap to raise the generation capacity by at least 5,000MW from the current
instatted capacity to sl.ightty over 5,700 MW by 2016 is proposed. Through the road map, the
generation cost is projected to reduce from US0 11.30 lo 7.41, white end-user tariffs,
exclusive of taxes and levies, are projected to reduce from US0 14.14 to USO 9.00 for
commerciaUindustriaI customers and from US0 19.78 to 10.45 for domestic customers. The

new capacity wil.t main[y be developed from Geothermat 1,646MW, NaturaI Gas 1,050MW,

Wind 630MW and Coat 1,920MW through lPPs under the PPP framework.

1.1 Mandate of the Energy Regutatory Commission

ERC is the energy sector regutator. lt is estabtished under the Energy Act, 2006 and is
responsibte for economic and technicaI regulation of the etectric power, renewable energy

and downstream petroteum sub-sectors, with a mandate encompassing [icensing and

comptiance enforcement, energy pricing, dispute resolution, energy ptanning, competition
and monitoring and protecting consumer interests.

2. ERC Achievements in the Last 8 Months

ERC working in conjunction with the Ministry of Energy and Petroleum has retired 90MW

of emergency power to bring the cost of electricity down.

Effectlve 1st December 2013, ERC approved reatigned RetaiL Etectricity Tariffs that wiLt

reduce the cost of etectricity and the cost of energy to industry, business and househoLds.

The average cost of etectricity has been revised downwards from Kshs 15.59/KWh in

FY2012113lo Kshs 15.51/KWh in December FY201312014. This is as a resu[t of current
efforts to bring on board cheaper and ctean renewable energy Largety from wind and

Geothermatand the displacement of expensive emergency power in the nationaI energy

mix. These costs wi[[ reduce further in the medium term to Kshs 12.26lKWh by

FY2015/16 when the 5000+MW of new generation comes on-tine. The new generation has

40o/o of coaI and 330/o of Liquefied NaturaL Gas, which have lower tariffs compared to
d iese[- powered p[ants.

Four Power Purchase Agreements IPPAs) have been approved during the tenure of the
Jubi[tee Government in addition to ten other PPAs that were approved in the financiaI
year ending June 2013. The totaI capacity of the new projects with approved PPAs is

941MW. Majority of these new ptants wit[ use renewab[e energy technotogies such as

wind, geothermal. and hydropower technotogies.

o
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ln order to fast track the approvaI process in [ine with project 5,000MW of fast tracked
new capacity, ERC has committed to approve a[[ Power Purchase Agreements and issue

licenses for new power ptants within 30 days instead of the statutory 90 days.

Thika Power P[ant [87MW) was commissioned in Juty 2013, three months ahead of

schedu[e.

2.1 Petroteum Sub Sector:

ln petroteum pricing, has continued to regu[ate pump prices of key products namety AGO,

PMS and lK with a view to ensuring that distortions of pricing dynamics by oil. marketing
companies is contained. This has atlowed pump prices to remain stab[e with
internationaI movements in crude oit reflecting on a time[y basis in the pump.

The commission has continued to help deepening of the petroleum supp[y market/chain
to ensure quaLity of suppty of suppty whiLe ensuring financiaI viabitity of sector util.ities by

licensing new service providers in the downstream sub sector. Three [3J more OiL

Marketing Companies [0MCsJ have been granted license to import, export and provide

whotesate services.

a

a

a

a

a

ln the petroleum infrastructuraI deve[opment, the Commission has [icensed an

additiona[ 31,000M3 storage for petroleum products at Konza which wiLt be a boost to the
country's petroleum storage capacity and hence atteviate suppty constraints.

Has been carrying out surveittance activities to monitor comptiance with recommended
petroleum pump prices as wetl as quatity of fuel countrywide.

2.2 Eleclri city Su bsector

The Commission has continued to carry out technicataudits of the licensees operations
and facil.ities aimed at improving service detivery to etectricity consumers in the country.

This has resulted into reduced power btack outs, reduced etectricity related
accidents/incidences as wetl as improved power suppty quatity and retiabiLity.

The Commission has continued to license electricians and electricaIcontractors to carry
out electricaI instatlation works for existing and new consumers of electricity in the
country. This has improved the quaLity of etectricaI instattations works in the country thus
reducing etectricaI related accidents/incidences within the consumer premises. The

Commission has licensed 2,949 etectricians and registered 741 etectricaI contractors

a

a
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The Commission has set service detivery standards for Kenya Power and Lighting

Company Limited IKPLC) with regards to power quatity, rel.iabitity and customer service.

The parameters are continuousty monitored and any deviations addressed immediatety.

The Commission has continued to provide an avenue for mediation on any disputes

between etectricity consumers and the service providers within the sector, which has

reduced consumer comptaints through publ.ic media. This has seen a reduction in
disputes from 30 to 5 at the ctose of the year.

2.3 Renewable Energy Subsector

Has created a renewabte energy portat, which is a one-stop shop on key information and

opportunities in the renewabte energy sector inctuding [icensing and related

requirements.

Adopted the Standardized Power Purchase Agreements for projects under Feed-in-Tariff

Pol.icy for projects betow 1OMW

Adopted the Standardized Power Purchase Agreements for projects under Feed-in-Tariff

Pol.icy for projects betow 10MW

3. Regutations

ln the Last eight months, the Commission has prepared the fottowing regutations, which

witt be ful.ty imptemented once gazetted:

The Energy IEtectricity Tariffs) Regutations. These regulations are in the office of the

Cabinet Secretary for Energy and Petroteum for approvaI before they are gazetted.

Energy IEnergy Management) Regutations 2013. These regutations are awaiting
gazettement.

Hightights on the Designation of lndustriat, CommerciaI and lnstitutional Energy Users

Ru[es, 2013. The regulations have been gazetted.

The Energy [ELectricity Regutatory Accounts) Regutations. These regutations are in the

office of the Cabinet Secretary for Energy and Petroteum for approvaI before they are

gazetted.

a

a

a
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Draft Energy [Apptiances' Energy Performance and LabeLtingl Regutations. The
regulations have been approved by the Commission.

The Energy ILubricants Facil.ity Construction and Business Licensing) Regutations, 2013.

The regutations have been approved by the Commission and fon,uarded to the Cabinet
Secretary, Energy and Petroteum for approvaI before they are gazetted.

4. Chattenges

The Commission faces various chaltenges in the course of implementing its mandate.
They inctude the fottowing:

a) Lack of adequate funding from the levies IERC eLectricity and petroteum regutation
levies) to finance the Commission activities. 0ut of a totaI budget requirement of Ksh.

673 Mil.tion in FY 2014115, the Commission can onty raise Ksh. 376 MitLion from
levies.

o Chattenges in recruiting, enumerating and retention of quatified staff due to
lack of funds.

Not ab[e to implement futl.y the strategic ptan 2012-2016 due to inadequate
f unding.

o Constrai nts i n competency development prog rammes

b) Devetoping adequate regutations to regulate the energy sector due to capacity
constraints.

c) Coping with the expanding and dynamic energy sector with discovery of oil. and
gas.

o
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5. Way forward

Going forward, the Commission is putting in ptace measures to regutate the energy
sector in line with Vision 2030 and to ensure futt impl.ementation of project 5,000MW+ of

fast tracked new capacity.

Approve al.l, PPAs and licenses for e[ectricity sub sector within 30 days instead of the
statutory 90 days.

Harmonise its operations and mandate in tine with requirements of the Constitution

Maintaining regu[atory independence in the course of imptementing its mandate and

operations

Seeking to revise its levies to achieve sustainabil.ity in financing its strategic ptan and

added programmes in project 5,000MW+.

Working ctoselywith the ministry of Energy and Petroteum to ensure better regutation of

the energy sector in the country. Work ctosely with the National Treasury and the Pubtic

Private Partnership IPPPI-Unit to promote pubtic and private sector investment in

provision of energy services in the Country.

o
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1.0 Background

The Nationat 0il. Corporation of Kenya is a timited
company incorporated by the Government of Kenya

in Aprit 1981 under the Companies Act, Cap 486 of
the Laws of Kenya. At its formation, the Corporation
was charged with participation in a[[ aspects of the
petroleum industry. The company is 100% owned by

the Government of Kenya through the Ministry of

Energy and the Treasury.

The formation of National' 0iL Corporation was
precipitated by the oiI crisis of the 1970's 11973174

and 1979180lr and the corresponding suppLy

disruptions and price hikes. This necessitated the
need for the Government to have greater controI of

this crucial factor of the economy's performance by

having a company, which woutd act as an instrument
of government poticy in oil matters.

The Corporation became operationat in 1984 with
initiaL activities main[y consisting of exptoration
activities detegated from the Ministry of Energy. ln
March 1988, the need for the company to enter into

downstream activities [petroleum importation and

distribution) was identified. Nationa[ 0it has since
grown to be among the leading oil companies in

Kenya with a rapidty expanding retaiI network and

growing its presence in petroteum midstream and

downstream to be among Africa's foremost fulty
integrated nationaI oiI companies.

RU 80[

2.0 Overview

The period Juty 2013-June2014 was characterized by increased activity on the oil and gas

exptoration front fottowing the string of successes by Tu[[ow in the Lokichar Basin. Tuttow
now estimates the Lokichar area to hold an estimated 600M barrels of oil. with an upswing of
in excess of 1B barrets anticipated with additionaI dri[[ing and appraisaI activity.
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0n the petroteum downstream front, foltowing the dectine in petroleum consumption experi-
enced in the buitd up to the etections, consumption picked up sluggishty during the first
quarter of the financiaI year and gathered momentum during the second quarter. We are
however conf ident that the momentum picked up in the second quarter witt be sustained and
that 2013/14 financial yearwit[ see increased volume of products sotd compared to the previ-
ous financiatyear.

3.0 Financiat Hightights and Key KPI

During the first hatf of the current financiaI year as observed in the overview above, activity
began picking up after slowdown in the buitd up to the election. The Corporation therefore
recorded a stight dec[ine in the first hatf year compared to same period previous year but we
anticipate improved performance during the second hatf of the year and are confident to sur-
pass the performance of the previous year. Tabte 1 and 2 below captures the financiat high-
Lights and key KPI compared to same period previous year.

Tabl,e 1: Corporate Financiat Hightights

Turnover IKshs '000J

Other lncome IKshs '000)

Gross Profit [Kshs'000)

Profit Before Tax

Upstream Data Sates IKshs'000J

Tabl,e 2z Key Operational I ndicators

Sates Votumes (M3)

NNT Throughput Vol.umes (M3J

Number of RetaiI Stations

12,670,151

48,528

702.471

133,877

126,061

98,818

102

12,140,815

40,477

710,675

53,887

94,000

1 19,480

98,550

114

Item Description Half Year FY 2012113 Hatf Year FY 201311tr.

Item Description Half Year FY 2012113 Hatf Year FY 2013111
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4.0 Projects Update

With petroteum set to ptay a centraI rote as a key infrastructuraI enabter of the Vision 2030

coupted with the increasing centraI role of nationat oiI companies, NationaLOiL is committed

to ptaying a centraI rote towards the attainment of the Vision by ensuring access to affordable
petroteum products. To achieve this, the Corporation is focusing on the fottowing initiatives:

Short term

) Sca[e up retail network expansion

) Secure government - to - government contracts for suppty of petroleum to Kenya

) Active oil and gas exploration

) Development of oit and gas support services business units

Medium Term

) Petroteum infrastructure development

) Positioning Kenya as a regional hub for oil and gas exptoration support services

Long Term

Positioning Kenya as a petroteum trading togistics hub

For each of the above broad initiatives, the corporation has outtined and embarked on a

number of projects in petroleum upstream, midstream and downstream.

ln this respect during the first haLf of the current financiaIyearthe Corporation pursued the

foLtowi ng in itiatives:

4.1 Upstream Projects

4.1.1 Mutticl.ient Seismic Data Acquisition

The Corporation in partnership with Schtumberger WesternGeco entered into partnership to

acquire muttictient seismic 2D and 3D data in offshore blocks. The objective of this initiative

is to enhance the amount and quatity of seismic data avai[ab[e to enhance the

prospectiveness of Kenya's offshore acreage.

The revenue generated from this muttictient seismic survey witl. be used by the Corporation

to set up a modern Data Centre at the Energy Centre which shatl incorporate:

) Ontine data store

) Seismic processing centre

) Data visuatization faciLity
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The Data Center wit[ provide specia[ised data and seismic support services to oiI and gas

exptoration companies operating in the region [ocalty thus reducing costs and turnaround
time. lt witt atso serve to position Kenya as an East African upstream services hub.

4.1 .2 Block 1 4T Work Program me

Nationa[ 0iL is the PSC [icensee and operator of Btock 14T. During the first hatf of the year,

the Corporation undertook community sensitization and GPS ground mapping in readiness

for undertaking a seismic campaign over the Btock. The Corporation also signed a contract
with Polaris & Sc[umberger for acquisition of seismic and magneto-tetturic data respective[y

over the BLock. The seismic campaign commenced in the month of January 2014.

4.1.3 Capacity Buitding

During the period under review, the Corporation hired 34 Management Trainees to be

engaged in the various upstream roles within the company as the Corporation seeks to buitd

capabitity in readiness for production. The Management Trainees have been attached to
various functions within the Corporation and are set to be sent to universities overseas for
various oiI and gas postgraduate programmes.

The Corporation also signed MOUs with the University of Nairobi and Kenyatta University for
co[[aboration in various areas of research and capacity buiLding. The objective of these

coltaborations is to support the locaI universities to buil.d capacity to provide speciatist oiL and

gas programmes loca[ty.

4.1./r Government Participation Interest

The Corporation has requested the Ministry of Energy and Petroteum for formatnominationto
exercise the Government back in participation interest in the btocks where commerciaLity is
set to be declared behatf of Government. The objective is to ensure that the Corporation
begins at an early stage to exptore the various financing options for reatizing this
participation. This is wil.t ensure that the Government has at the outset a participation
interest in the btocks where commercial oit discoveries have been made as per PSC

obtigations. lt witt atso serve to secure potentialty commerciaI naturaI gas resources in Btock

9 to meet domestic suppty obligations for power generation and industriaI devetopment.
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4.2 Mtdstream Projects

4.2.1 Petroteum 0ffshore Jetty and Tankfarm Project

The objective of this project is to buil.d sufficient petroteum loading and offtoading as wet[ as

storage capacity hetp position the Kenyan coast as a petro[eum trading [ogistics hub for the

region. ln December the Corporation conducted stakehotder forums in Nairobi and

Mombasa to review the feasibitity report for this project. The input from the stakehotders is

now being incorporated in the report with the same set to be finatized within the month of

February 2013. The offshore jetty is aLso among the 47 projects that have been prioritized by

Treasury for implementation under the PPP modet.

4.3 Downstream Projects

4.3.1 Nairobi National Terminat LPG Storage and FiLting Ptant

To ease the constraints currentty being faced by the country in the avail'abil,ity of LPG storage
and fitting infrastructure, the Corporation in September 2013 commenced construction of

this ptant at its Nairobi NationaI Terminat. The ptant wi[[ have a storage capacity of 90MT and

in addition to serving the Corporation wittaLso provide hospitatityto the many upcoming LPG

ptayers in the country thus serving to enhance the penetration of LPG in the country.

Comptetion and testing of the ptant is stated for Aprit 2014.

(t,,1
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4.3.2 Retait Expansion

The density and distribution of retaiI petroI stations in Kenya is skewed to major towns and

major highways. Fewer than 1,500 retail petro[ stations currentty serye a population of 40M

Kenyans. ln South Africa for exampte, Gauteng province atone with a poputation of 10M

peopte and an area of on[y 18,178 square ki[ometers has 1,582 stations.

As a measure to increase security of suppty and cushion the pubtic against suppty shocks,

Nationa[ 0iI is working on enhancing its nationaI footprint of stations from 109 to 150 by the
year 2015. This wi[[ enabte the Corporation to have a retail presence in every county

headquarter in Kenya as wet[ as in rural market centers and smatler towns across the

country. During the first haLf of the year, the Corporation brought onboard an additionaLfour
stations in Kamutu, Nyeri, Nakuru and Ngong.

4.3.3 MOU with lndian Oit Company

lndian 0iI is one of the four nationatoiI companies in lndia and the singte [argest company in

lndia. The company is mostty focused on midstream and downstream petroteumactivities

inctuding reflning, petrochemica[s, pipetines, R&D, aviation and retaiting of petroteum. Due

to its impressive and diverse capabitities in midstream and downstream petro[eum activities,
Nationa[ 0it has commenced engagements with lndian 0il. with a view to partnering in

devetoping the various facets of National. 0iL's downstream business and achieving market
leadership. The engagements are set to cutminate in the signing of an MOU between the two
companies in the next few weeks.

5.0 Chatlenges

White the above achievements have been realised, a number of challenges have been

encountered. Key among these chaltenges are highLighted below.

t-a-. :il,
I

'{

e
D



MINISTRY OF ENERGY ANO PETROLEUM

JULY 2O13.JUNE 2014

a. lnadequate Financing

Petroteum business is highl.y capitaI intensive and white Nationa[ 0il. has an aggressive
growth ptan, the company remains [argely undercapitalized with totaI assets of Kshs 88. This

has continued to hamper the abitity of the company to grow faster.

Mitigation

Moving fonrrard there may be need for the Government to consider injecting additional. capitaI
into National. 0it and/or other forms of support [through for exampte altocation of [and for
infrastructure projects, letters of comfort or guarantees to financiers and partners where
appticabLe) to enabte the company achieve faster growth and participate in high capitaL

petroleu m i nfrastructu re projects.

b. Constrained and Aged NationaI Petroleum Distribution Infrastructure

The existing petroteum infrastructure in the country is aged and [imited in capacity thus
necessitating the need for the same to be shared among the over 60 registered oiL marketing
companies operating in Kenya on the basis of historical sates data/market share. This has

however posed operationaI and logisticaI chattenges to NationaL 0it which has been on a

steep growth trajectory as altocation of space Iul.l.agel in the existing faciLities using historicaI
sates trends does not take immediate cognizance of the expanded network.

Mitigation

There wil.L be need therefore to develop a master ptan for the modernization of the national
petroteum infrastructure with a view to onty address the present constraints, but atso

devetop infrastructure to support the oit and gas discoveries in Kenya and East Africa with a

view to positioning Kenya as a regionaI petroleum trading logistics hub.

c. Petroteum Suppty

lmportation of petroteum to the country is wholty through spot arrangements which can

predispose the country to suppl.y shocks and often results in price votati[ities. Best practice
wortdwide for net petroteum importers is to provide for a mix of spot purchases and term
contracts.

Mitigation

There is need therefore to facititate the National. 0it Corporation of Kenya to enter into term
contracts with producing nationaI oit companies under government-to-government
contracts particutar[y under the 30% quota with a view to ensuring stabil.ity in the suppl.y of
petroteum into the country.

@
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d. Legistative Framework

The current LegaI framework governing upstream oiIand gas operations dates back to 1986.

The industry and the region has rapidty changed since then and in the recent past oil and gas

discoveries have been made in Kenya and the region.

Mitigation

There is therefore need for urgent review of the legistative framework to provide for a robust

operationat and institutional framework to govern the nascent industry. Some of the laws

that are immediatety needed include those to:

) Provide for fair fiscal terms for both oi[ and gas

) Govern the estabtishment of a NationaI Data Centre, data management
as wet[ as data sharing

) Loca[ Content

) Estabtish a clear role for the Ministry, Nationat Oil. Corporation and the estabtishment
of a Regulator for the emerging upstream sector

) Provide for the establishment of a robust environmental law that addresses concerns
related to oit and gas exptoration activities

e. Pubtic Procurement Process

As a state corporation, National. 0it is subject to the PubLic Procurement and DisposaI Act.

However as a commercial entity in a futty competitive environment and mandated to ptay a
pivotal rote in securing petroleum suppty in the country, the [engthy procurement process

can hamper speed of execution. ln addition it is anticipated that as Kenya records more oiI

discoveries and moves into production, working within the provisions of the current Pubtic

Procurement and Disposal Act witt be an impediment to Nationat Oit further entrenching
itse[f in the upstream fietd.

Mitigation

Developing countries such as lndia, China, Mataysia, BraziIamong others that have spurred
their national oil companies to become gLobal. ptayers have sought to provide special
dispensations that have saved their NOCs from the rigors of the pubtic procurement laws but

at the same time providing appropriate safeguards that ensure these N0Cs stit[ remain
accountabte to the government and the pubLic.

f. lnadequate Technicat Skitts

The country tacks adequate skiLts in the technica[ areas of oil. and gas upstream and

midstream. These skitl.s witt be criticaI if Nationa[ 0it is to effectivel.y pLay its ro[e as a futty
integrated company and for the Government to pursue an effective locaI content poticy for the
emerging oil and gas upstream and midstream functions.
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Mitigation

ln this respect there wiU. be need for a grand marshaI plan as done in Trinidad & Tobago,

Brazi[, Mataysia among others to buitd [ocaI competencies in these areas with Natronal. 0iI
working with other stakehotders to drive this agenda.

6.0 Next Steps

ln Ju[y 2013, the Corporation commenced imptementation of its 2013-16 Strategic Ptan

which aims to lay a robust foundation for a wor[d c[ass futty integrated nationaI oiI company

of the f uture. The Strategic Plan focuses on the fottowing key areas:

) Achieving 10% globat market share by 2O16

) Developing world ctass petroteum infrastructure

) Developing world ctass Upstream Business

) Transforming ICT to a key enabler of business and a driver of competitiveness

) Developing world ctass Human Resources

) Positioning Nationat Oit as a major ptayer in the globaL oil and gas industry
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Over the last few years there has been growing interest in East Africa's oil and gas

exptoration acreage. However companies coming to conduct exptoration in the region have to

rely on support services such as geochemical and geophysical anatysis, data services, and

equipment sourced f rom outside the region. Nationat0ilis committed to ensuring that Kenya

addresses this gap by acting as a hub for these services within the region.

To this end in the second hatf of the year the Corporation wit[ commence the process of is
estabtishing a modern data centre that wiLL a[[ow remote access to oiI and gas data enabting

persons interested in the data to access it from wherever they may be in the wortd as wetl as

a data visuatization and seismic processing centre.

The Corporation wit[ atso embark on offshore geochemical analysis to identify oiI seeps and

generate muttic[ient geochemicaI data. Sates of this data wi[[ hetp in the setting up of a
modern nertionaIgeochemica[ [aboratory to provide hydrocarbon analysis for the East African

region.

Through tlre support of the Wortd Bank under the Kenya Petroleum TechnicaI Assistance
Project (l(.EPTAP) and in coltaboration with the Ministry of Energy and Petroteum, the

Corporation wit[ atso be looking to spearhead devetopment of a LocaI Content Policy and

Legistation to ensure that Kenyans begin participating in the oiI and gas sector at an earty

stage. Under the KEPTAP the Corporation wiLl. atso be looking to undertake a

commerciatization study to inform on the various commercialization options for the oiI

discovererj in Turkana. This study shatL inform participation by the Corporation in the fietd

devetopment engagements with Tuttow to ensure the most optimaI fietd deveLopment plan is

implemerrted for the benefit of the country.

7.0 Conr:lusion

lncreasing[y, the ro[e of nationaI oiI companies in the reatization of nationaI deve[opment

agendas is becoming more pronounced. This is more so in the emerging economies of Asia,

Africa and South America where national oil companies are now one of the most important
tools of economicaI transformation. Nationa[ 0iL is rising to the occasion to support

reatization of the devetopment objectives espoused in the Vision 2030.

-
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