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POLICY FRAMEWORK

I. PURPOSE

l. The purpose of this Memorandum is to apprise the National Assembty
of the Kenya's National Green Fiscal lncentives Policy Framework;

II. BACKGROUND
2. The Green Fiscal lncentives Poliry Framework seek to steer Kenya's

3. The policy sets out how the government Ministries, Departments and
Agencies can enhance mobilization of climate Finance from all
sourcer: private, public, multi-lateral agencies, bilateral, philanthropic,
etc. to finance Kenya's updated NDC and NCCAPs.

4. The Policy Framework considers green fiscal reforms as mechanisms
that have been used by governments to correct environmental
externalities, support national climate change goals, and promote
clean energy investments.

5. The mechanisms range from tax policies, subsidies and expenditure
programs, and regulatory instruments with fiscal components all of
which have revenue implications. As such: government taxes can be
used to stimulate a shift in production, consumption and investment
in low-carbon climate-resilient and environmentally sustainable
practices; concessional loans, guarantees and interest rate subsidies can

be effective tools in overcoming investment barriers and leveraging
private sector green investments; and government spending can
directly target the delivery of environmental outcomes that the
private sector might otherwise ignore.
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economy onto a desired low-carbon climate-resilient green
development pathway through a variety of fiscal and economic
mechanisms. Green fiscal reforms can help shift consumption patterns,
generate additional revenue, and drive private investment in projects
and programs that adopt climate-friendly production mechanisms.
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III. POLICY CONTEXT
6. Recognizing the threats posed by climate change and other

environmental challenges, the world is now taking more rapid action.

lnvestors are rapidly shifting from dirty to clean assetJ, and key

technologies needed for environmental sustainability are experiencing

rapid cost reductions.

7. The world's largest emitter, China, in 2020 pledged to reduce CO2

emissions to net zero by 2060. The United Nations Call for Action on

Adaptation and Resilience spelled an urgent need for enhanced

resilience and also recently adopted a landmark framework that

considers the contribution of nature when measuring economic
prosperity and human wellbeing.

8. ln accordance with the updated NDCs that build on national policies,

plans and legal frameworks, it is essential for Kenya to play a full and

active part in this global transition to a low-carbon climate resilience

development path.

9. A development path characterized by continued low-emissions,
enhanced climate resilience and environmental sustainability.

lO. Formulation of this Policy was initiated within the framework of the
Climate Change Act, 2O16 and the National Climate Change Action
Plans whose objective is to encourage low carbon climate resilient
development through implementation of the National Climate
Change Response Strategy, 2OlO.

IV.GOALS AND OBJECTIVES OF THE POLICY
Il. The goal of this policy is to identify and prioritize the implementation

of a coherent suite of green fiscal actions that will allow Kenya to
exploit the opportunities of accelerating the transition to a low-
emissions development pathway while enhancing climate resilience
and ensuring environmental sustainability. ln doing this, the policy
will:

a. Direct government planning, budgeting and spending/procurement
toward green and consumption.
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b' Provide a framework for fiscar incentives to attract private
rnvestment into a low_carbon emission, climate_resilient

enhance resilience to climate change and other

'
sector

and
environmentally sustainable economy.

c. Provide a framework for generating additionar revenue streams for
the government.

V. BENEFITS OF THE POLICY TO KENYA

l2.The Policy is an important part of accererating the imprementation of
the constitution of Kenya, 2oro where a crean and hearthy
environment (Articres 42,69 and 7o) are fundamentar rights.

13. The policy wilr encourage private sector participation in crimate
relevant fi nancing opportunities.

14. The policy will
shocks.

15. The policy is essential for Kenya to manage transition risks. Fairure to
align with globar low-emissions trends may lead to internationar
marginalization, impacting trade and capital flows

VI. FINANCIAL IMPLICATION
16. Approximately Ksh.2oo miilion annua[y wiil be required over five

years to support the operationalization of the policy so as to meet
the stated objectives and its rerated raws and regurations.

UI. RECOMMENDATIONS TO THE NATIONAL ASSEMBLY
17.The National Assembly is requested to note the contents of this

Memorandum, and if agreeabre, adopt the Nationar Green Fiscar
lncentives Policy Framework as a sessional paper.

Sign

HON.CPA JOHN MBADI NG'ONGO, EGH

Cabinet Secretary

The National Treas conomic Planning

Dated....$.u.[.f
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EXECUTIVE SUMMARY

This policy document is organized into five chapters, with the first chapter providing the policybackground' The second chapter outlines the policy goals and guiding principles while chapterthree gives a situational analysis of green fiscal'reforms u..o* t"y sectors in Kenya andintemationally. chapter four higtrlight green fiscal policy interventions for each sector based onintemational experience and the current Kenyan context described in the previous chapter. Thefifth chapter concludes with an overview of the govemanc€ struchues to implement the policy.

The Green Fiscal Incentives policy Framework seeks to steer Kenya,s economy onto a desiredlow-carbon climate-resilient green development pathway through a variety of fiscal and economicmechanisms' Green fiscal reforms can help shift consumption patterns, generate additionalrevenue' and drive private investnent in projects and programr ,r,., uaolp, climate-friendly
production mechanisms. The poricy sets out how the government Ministries, Deparhents andAgencies can enhance mobilization of climate finance from all sources: private, public, multi-lateral and bilateral agerrcies, philanthropic, etc. to finance Kenya,s National Determined
Contributions and County and National Climate Change Action plans.

The Policy Framework considers green fiscal refonns as mechanisms that have been used bygovemments to correct environmental extemarities, support national climate change goars, andpromote clean energy investments. The mechanisms range from tax potcies, subsidies and
expenditure programs, and regulatory instruments with fiscal components all of which haverevenue implications. As such: government taxes can be used to stimulate a shift in production,
consumption and investment in low-carbon climate-resilient and environmentally zustainable
practices; concessional loans, guarautees and interest rate subsidies can be effective tools in
overcoming investment barriers and leveraging private sector green investnents; and government
spending can directly target the delivery of environmental outcomes that the private sector might
otherwise ignore.

Recognizing the threats posed by climate change and other envirorunental challenges, the world is
now taking more rapid action. Investors are rapidly shifting from dirty to clean assets, and key
technologies needed for environmental sustainability are experiencing rapid cost reductions.
The world's largest emitter, China, in2020 pledged to reduce COz emissions to net zero by 2060.
Further progress is soon expected from the USA. The United Nations Call for Action on
Adaptation and Resilience spelled an urgent need for enhanced resilience and also recently adopted
a landmark framework that considers the contribution of nature when measuring economic
prosperity and human wellbeing.

In accordance with the updated National Determined Contributions that build on national policies,
plans and legal frameworks, it is essential for Kenya to play a full and active part in this global
transition to a low-carbon-climate resilience development path. A development path characterized
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by continued low emissions, enhanced climate resilience and environmental sustainability will

provide Kenya with a wide range of benefits irrcluding: stronger growth, greener investnent and

higher ionovation; enhanced natural capital; avoidance of transition risks; enhanced resilience to

climate and other shocks; meet intemational obligations, among others.

The goal of this policy is to identiff and prioritize the implementation of a coherent suite of green

fiscal actions that will allow Kenya to exploit the opportunities of accelerating the transition to a

low-emissions development pathway while enharrcing cl imate resilience and ensuring

environmental sustainability. In doing this, the policy will:

i.Direct govemment planning, budgeting and spending/procurement toward green production and

consumption.

ii.Provide a framework for frscal incentives to attract private sector investnent into a low-carbon

emission, climate-resilient and environmentally sustainable economy.

iiiProvide a framework for generating additional rcvenue streams for the govemment.

The policy sets out a series of green fiscal policy actions of particular interest to the govemment
of Kenya. The,key sectors identified in the policy have the greatest potential to green Kenya's
economy and are in line with the National Climate Change Action Plan (2018-2022). These sectors
include agriculture, food and nutrition security, water and sanitation, blue econorny, disaster risk
financing, health and sanitation, forestry, hurnan seftlernent and infrastructure, energy, transport,
manufacturing and waste management. The policy also identifies some key cross-cufting policy
actions that would have an important impact in support of Kenya's green development agenda.

The National Treasury will lead and facilitate the implementation of this policy, working with
partners to develop required laws and regulations. Capacity development for relevant stakeholders,
including county governrnents, will be a critical element of implementation. A continuous progprm
for monitoring and evaluation wilt be developed; and the policy shall be reviewed within five years
to assess its effectiveness and relevance.
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CHAPTER 1: INTRODUCTION

l.l The call for action

Recognizing the threats posed by climate change and other environmental challenges, the world is

now taking more rapid action. Building on the momentum created by the Paris Agreement (PA)

and agreement on the Global Goals (the Sustainable Development Goals, SDGs), and recognizing

the urgent need to Build Back Better from the coronavirus disease 2019 (COVID-2O19) crisis,

counkies around the world are sqmmitting to combat climate change and environmental risks. In
2020, the world's largest emitter, China, pledged to reduce COz emissions to net zero by 2060.

Further progress is soon expected from the US. The urgent need for enharrced resilience is reflected

in the United Nations Call for Action on Adaptation and Resilience. lnvestors are rapidly shifting
from dirty to clean assets, and key technologies needed for environmental sustainability are

experiencing rapid cost reductions. The United Nations recently adopted a landmark framework
that considers the contribution of nature when measuring economic prosperity and hurnan

wellbeing.l

In accordance with tbe updated National Determined Contributions (NDC$ that build on national
policies, plans aod legal frameworks, it is essential for Kenya to play a full and active part in this
global transition to a low-carbon and climate-resilient development path. A development path
characterized by continued low emissions, enhanced climate resilience and environmental
sustainability will provide Kenya with a wide range of benefits:

stronger growth, greener investment and higher innovation. UNEP's 2014 Kenya Green
Economy Assessment Report shows that purzuing a green economy scenario will result in fister
economic growth.2 By 2030, gross domestic product (GDP) could be 12% higher by taking a green
growth pathway compared with continuing a business-as-uzual (BAI-I) scenario. This reflects the
high positive spillovers from climate-related innovation, the savings and yield increases provided
by a focus on resource productivity, and the ever-lower costs of many key low-carbon and climate-
resilient technologies. Kenya has abundant renewable energy resources, a tbriving green finance
sector and an enviable reputation as a climate action leader globally. Kenya has the potential to
sequester, reduce, or avoid about 30 metric tons ofcarbon dioxide equivalent per year and mobilize
up to $600 million arurually from regulatory compliance and voluntary carbon market (VCIO
projects by 2030 using an average price of $20 per ton. Kenya has also emerged as one of the
largest issuers of carbon credits - 8th largest in the world in 2021. All these advantages can be
exploited in a green growth pathway. There are also benefits from low-carbon, climate resilient

I The systcm of Environmental-Economic Accounting- Ecosysem Accounting (SEEA EA)
2 U.IE.P lZOtl;, Grccn Economy Asscssment Report Kc,nya. Availablc:
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growth that enhance human wellbeing but which are not fully reflected in GDp statistics, including
lower air pollution and better health, reduced congestion, and the opportunity to live in a more
attractive environment.

Enhanced natural capital. An estimated 42Yo of Kenya's GDP is derived from natural resource
sectors, such as agriculture, mining, forestry, fishing and tourism, wbtle 42oh of the total
employment comes from small-scale agriculture and pastoralism. A strong focus on preserving
and enhancing the natural capital that these activities depend upon carr ensure they provide
sustainable, flourishing livelihoods for both current and future generations. The recent Dasgupta
Review provides a salutary reminder that all human activity is ultimately reliant on strong and
healthy ecosystems and natural capital.r

Enhanced resilience to climate and other shocks. At present, Kenya is in the top 20% of
countries that are most vulnerable to climate change. It poses a major threat to Kenya,s socio-
economic wellbeing and the attainment of the Vision 2030 and its Medium-Term plans, the
NCCAP, the Bottom up Economic Transformation Agenda (BETA) model, among othersJ5 A
specific focus is needed to recognize, reduce and adapt to these risks. In so doing, the country
desigaed a comprehensive program referred to as Financing tocally-Led Climate Action program
(FLLCA) which is aimed at building resilience to climate related risks, wlnerabilrty and shocks.
Other interventions are also being developed to address other shocks (such as infectious diseases
or cybersecurity) that threaten Kenya's development.

Reduced transition risks. As noted above, the world is moving toward a low-emissions pathway.
A failure by Kenya to move in line with (and potentially help lead) this transition could instead
result in Kenya being sidelined by international partners as trade and capital flows increasingly
take account of climate considerations. Most carbon-intensive industries and fossil fuel export-ers
are already worrying about how to respond to this existential threat. A 2Oth-century growth model
will not serve Kenya well in a 2lst<entury world.

Enhanced compliance with international obligations. Under the paris Agreernent @A),
countries have agreed to limit the increase in the global avemge temperature to 'well below 2"C
above pre-industrial levels', and to pursue efforts to 'limit the temperafure increase to L5"C above

3 Partha Dasgupta (2021), The Economics of Biodivcrsity: The Dasgupta Rcview. Unitcd Kingdom HM Treasury.

' 
Eotiom-Up Economic Model aims to boos cconomic growth by pricitizing invcsment in the grassroots cconomy,

particularly inthe agricultural seclor, and ernpowering small and medium-sizcd cnterpriscs (SMEs) to oeate jobs
and reduce poverty.
5 'Big Four' refers to the rBme given to the four pillars ofthe economy (manufacturing, food security and nutition,
universal healthcare, and housing) that the Prcsidcnt of Kcnya planncd to suppat in ordcr to dclivcr on pomises
made to citizcns during his sccond term (2017-2022). Subsequentty, the foui scctors werc prioritized in Kenya's
Medium Term Plan III.

2



pre-industrial levels. Kenya's contribution to this goal is formalty reflected in its recently updated

NDC, which enhanced its ambition by setting a goal to reduce its emissions by 32o/o relative to

BAU by 2030, and included, for the first time, a commitment that some of this action would no

longer be conditional on the provision of support by the intemational community.

Cooking poverty: Cooking poverty is a national development issue that mainly affects the poor

households. lncentives are needed to develop and deliver cooking decency for all. For long-term

sustainability, interventions must be guided by principles that put cookitrg needs and aspirations

ofpoor households at the center and fully integrate the universal access goal into national strategies

and roadmaps underpinned by high-level political support and investments'

There are inherent benefits of access to clean cooking: Improving access to clean cooking can

accrue large socioeconomic and environmental benefrts for society. However, progress has been

stymied due to a lack of prioritization at all levels, including donors, national govemments, the

private sector, and households.

1.2 New green fiscal policies to build on a strong planning foundation

Kenya has made significant progress in moving toward a green and blue development pathway as

sustainable natural resource utilization including marine and aquatic resource is embedded in the

Constitution. The Green economy has been mainstreamed in the MTPs and County Integrated

Development Plans (CIDPs). Under the Climate Change Act 2016, the govemment is required to
develop five-year NCCAPs to guide the mainstreaming of adaptation and mitigation actions into the

sector functions of the national and county governments. The NCCAP, covering the period 2018 to
2022, identifies a series of actions for government and other stakeholders, with a particular focus

on adaptation. The National Policy on Climate Finance (2018), provided a clear direction on
mechanism for enhanced mobilization of climate finance from all sources: pri te, public, multi-
lateral Agencies, bilateral, philanthropic, etc. to finance Kenya's updated NDC and NCCAPs. The
policy recommended the development ofgreen hscal incentive policies to catalyze the private sector
to finance transition to a low-carbon and climate-resilient development path.

A range of further specific policies provide for green growth and zustainable natural resource
man2gement including the Environmental Management and Coordination Act, 1999 and the
Sustainable Waste Management Policy and Sustainable Waste lvlanagement Act,2022.

However, the govemment has identified that more needs to be done to realize the benefits of
transitioning to a low-emissions development pathway, while enhancing climate resilience and
envirorunental sustainability. In particular, it recognizes the need for new and additional green

fiscal policies - i.e., to use policies relating to the way in which it raises and spends financial

3



resources to steer the economy onto the desired green pathway. There are several reasons why
these policies are powerful and important:

Taxes and subsidies can influence the costs, prices and prolits in a wide range of markets.
They can be used to stimulate a shift in production, consumption and investnent in low-carbon,
climate-resilient and environmentally sustainable practices. Such instnrments are often the most
cost-effective way to deliver environmental outcomes and can uncover innovative solutions to
environmental challenges that would otherwise be ignored.
Some fiscal instruments - such as concessional loans, guarantees and interest rate subsidies
can be effective tools in overcoming itrvestment barriers and leveraging private sector green
investments' These instruments have consistently leveraged private caprtal that is many multiples
of the committed public spending. This has been achieved u".or. ,nrltipl" country contexts and
economic sectors.

ln other cases' govertrment spending can directly target the delivery of environmental
outcomes that the private sector might otherwise ignore, Some (largely adaptation) solutions -for example, disaster risk reduction and management activities, or the restoration ofdegraded lands
- may never attract sufficient private spending. Direct government spending ,''ey be the quickest
and easiest way to achieve the desired outcomes.
The way in which the government raises capitar (incruding through green bonds, etc.) can
signal to stakeholders the importance that the government attaches to delivering particular
outcomes.

Green fiscal reforms have been applied successfully around the world, from economy -wide
solutions like carbon taxes in South Africa and, Ecotogicat Fiscal Transfers @FTs)in India and
Brazil, to narrower and more direct measures like governrnent investment in afforestation and land
protection seen in Ethiopia and the African Union's Great Green Wall. This 

"*p.ri"n*.t*rtydemonstrates tJtat Green Fiscal Reform in Kenya can enhance private sector financing of climate
actions, spur green innovation and technology development, improve fiscal consolidation, correct
market failures, and help identiff smarter ways for govemment taxation and spending.

CHAPTER 2: POLICY GOALS AND GT]IDING PRINCIPLES

The goal of this policy is to identify and prioritize implementation of coherent suite of green
fiscal actions that will enable Kenya to exploit tle opportunities for acceleretin! the
transition to a low-emissions development pathway while enhancing climate resilience and
ensuring environmental sustainability.

The specific objectives of the policy are to:

i.Direct goverrunent planning, budgeting and spending/procurement toward green production and
consumption

4



ii.Provide a framework for fiscal incentives to attract private sector investment into a low-carbon

emission,climate-resilientandenvirorrmentallysustainableeconomy
iiiProvide a framework for generating additional revenue strcams for the govemment'

ln seeking to achieve this goal, there are nine principles that have informed the development of the

policy to date and will guide the implementation of the specific actions this policy framework

identifies:

Predictability: The policy will provide greater certainty in government Policy to encourage higher

private sector investnent in green $owth. Sunset clauses for phasing out incentive schemes will

be developed to provide certainty for the investors.

Cost-effectiveness:

The policy will promote fiscal measures that maximize value for money while ensuring sustainable

growth

Consultative: The policy and its individual actions are developed in a consultative marurer,

drawing on the full range of expertise within Kenya and intemationally, allowing those who will
be both positively and negatively affected by potential changes to exprcss their perspective and to

have an opportunity to zuggest improvements.

Inclusiveness: The policy and its actions will promote the participation of private investors and

communities, including small-, medium- and large-scale enterprises. This will, in tum, support the

government's employment and wealth-creation initiatives. This is consistent with the BETA which
Iays emphasis on leaving no one behind.

Transparency and accountability: Spending on green fiscal policies and any revenues raised

will be managed in line with the provisions of the Constitution of Kenya and the Public Finance

Management (PFM) Act (2012) on sound public expenditures management.

Equity: The policy and its individual actions will promote reallocation and redistribution of
resources while taking cognizance of the needs of the most vulnerable sectors and members of
society.

5

Potluter-pays: The policy will provide ways of allocating the costs of pollution prevention and

control to polluters to encourage the rati6nel us6 sfssarce environmental resources by evoking the

Polluter Pays Principle (PPP).

Coherence: The individual actions developed under this policy will be additional. There will be a

focus on both ensuring that all policies are aligned to achieve the same objective, and on avoiding

rmnecessary policy duplication or overlap.



Sustainability: The Policy will provide opportunity to meet economic, environmental and socialneeds of the present without compromising the ability of future generations to meet their ownneeds.
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CHAPTER 3: SITUATIONAL ANALYSIS

Kenya has already created a strong foundation for low-carbon, climate-resilient growth through a

range of fundamental documents and legislation. This starts with the country's Constitution which,

under Article 42, guarantees every Kenyan the right to a clean and healthy environment and

encourages participatory resource management and equitable benefits. This is reinforced by the

Environmental Management and Coordination Act, 1999, which includes a provision (under

Section 57) for fiscal incentives, disincentives or fees to induce or promote the proper management

of the environment and natural resources or the prevention or abatement of environmental

degradation. Similarly, the Climate Change Act, 2016 provides a regulatory framework for an

enhanced response to clirnate change, allowing for mechanisms and measures to achieve low-
carbon climate development, and for connected purposes. A range of strategies, policies, and

action plans are detailed in subsequent govemment documents including the National Climate
Change Framework Policy (2016), the National Policy on Climate Finance (2018), the NCCAP
(2018-2022), and the Green Economy Strategy and Implementation Plan (2016-2030). They
highlight the need for a fiscal incentives policy to accelerate transition to a green and circular
economy through increased financing from altemative sourc€s such as the private sector.

A critical doctrnent reflecting Kenya's domestic ambition in the intemational arena is its updated
NDC. This was submitted in 2020 to the United Nations Framework Convention on Climate
Change (IJNFCCC), and specifies both mitigation and adaptation actions. It confirms Kenya's
ambition to tarsition to a low-carbon society and reduce its greenhouse gas (GHG) emissions far
beyond 32%by 2030 (with milestone targets at 2025) relative to the BAU scenario of 143 Million
Tons of Carbon Dioxide Equivalent (MtCOzeq) ortlined in the updated NDC. Emission reductions
are to be undertaken based on equity and in the context of sustainable development and efforts to
eradicate poverty, which are critical development priorities for many developing countries
including Kenya.

There have been a range of important fiscal developments and initiatives across many of Kenya's
key economic sectors, which are detailed below. tn each section, there is a brief discussion of the
key challenges and opportunities that Kenya faces in that sector, a sunmary of the current fiscal
policies that are encouraging green economic growth, as well as a sunmary of relevant
intemational experience. A separate annex provides more detail on the international experience.

The I I sectors considered in this section are

Disaster risk management

Water and the blue economy
Health and sanitation
Food, agriculture and nutrition security
Forests, wildlife and tourism

a

a

a

a

a
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Disasters sigrificantly impact rives, Iivelihoods and economies across the globe and impedeprogress toward sustainable development. Disaster risk associated with natual 
-hazards, 

includingextreme climate events continue to ittain elevated levels often leading to, i* 
"*Lpr", to a loss oflife and property from floods and landslides, the destruction ofinfrasiric'ture uy nooa", urra 

" 
to*oflife and livelihoods because ofdrought.

Kenya is particularly wlnerable to diverse disasters, some of these have had a significant negativeimpact on GDP as outlined in Table r with the kend for drought .ho;;;;[^siog freq,encysince 201 I ' widespread environmental-degrad,tion together with the emergerc€ of new pests anddiseases as well as the resurgence ofothers all contribute to further expanslon of the disaster riskdimensions. AII these push factors represent likely consequences of crimate change.

Table l: Damages and losses from selected climate-related shocks as recorded by different

3.1 Disaster risk management

Situalional conte*

sowces

Source: Government of Kerya, 2012

a

1997-1998 0.8-1.2 2.H.4
1999-2002 ght 2.5 4.8
2005-2006 ght 0.45 1.0
2008 ught 1.4 3.9
2009 t 4.1 1ll
2010 2.8 7.0
20tt ght 3.7 8.8

a

a

a

o

a

a

Human settlements and i nfrastruc ture
Electricity

Clean cooking

Manufacturing

Transport

Waste management

Drmegcr end losser USS Hlllon Annud GDP (%l
Nifio floods



The government has also rrade significant invesEnents in the development ofdrought-tolerant crop

varieties and livestock breeds. Some public investnents have been targeted at building flood

conhol infrastructure such as that constructed in Budalangi, water storage and harvesting

infrastructure of varied scales, such as Thwake Dam, to improve access to water for domestic and

livelihood uses.

In te mat i onal exp e rienc e

Kenya's experience largely matches the intemational experience, which has emphasized the role
of national disaster firnds, antl developing plans for using those resources, with roles and
responsibilities between different actors clearly stated and understood. Mexico's disaster fund,
FONDEN, is often stated as a good practice example.6

Catastrophe bonds (CAT bonds). This security raises capital for a govemment in the same way
as a normal government bond, but if an event protected by the bond occurs, the obligation to pay
interest and repay the principat is either defened or completely forgiven. In this way, the
government pays interest on the principal in exchange for the possibility of claiming a payout from
the bond in the case of a disaster. Mexico was the hrst country to issue CAT bonds and it has since
become commonplace among countries wlnerable to natural disasters. Most recently, the

Current fiscal and other policies

The government has made significant strides in strengthening disaster risk marngement systems

in the country. The Disaster Risk Financing Strategy outlines the various disaster risk financing

instruments that are available for responding to the vagaries of drought, floods and other disasters.

These disaster risk financing instruments include the Kenya Livestock Insurance Program (KLIP),

Kenya Agriculture and Crop tnsurance Management Program (KAIRf\,f), Hunger Safety Net

Program (HSNP), Contingencies Fund, County-lrvel Emergency Funds, and the Development

Policy Credit with a Catastropbe Deferred Draw Down Option (Cat DDO).

Other approaches suggested by intemational experience include:

Purchase of insurance. lnsurance products are increasingly arrailable to preserve ecosystems in
the event of natural disasters. For example, in 2019, the state government of euintana Roo,
Mexico, developed and financed a parametric insurance product to help maintain coral reefs and
beaches along 160 krn of its coastline. The state is currently developing a mechanism to extend
the coverage to include m.ngrove protection as well.

6 Clarke,Daniel Jonathaq Dercon,stefan (2016) Dull disastss? How planning ahead will make a difference
(English). Washington, D.C. World Bank Group.

i., LL!i ti.ri l.t .r..)) .r..i. ,,1, i, .,.t, ..1 1,,,. l):.rli ,., ,,r...,r i .,.|il_.r..rl ,
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Philippines issued a cAT bond with US$150 million in tropical cyclone disaster insurance
protection.T

Environmental Deposit Bond
An environmental deposit bond (EDB) is a financiar instrument issued by a company or
organization to ensure that they have the financial resources to carry out environmental
remediation or rehabilitation activities in the future. EDBs serve as a guarantee that the
company will be financially responsible for its environmental impacts and have the
resources to address them in case of default or insolvency. EDBs harre been implemented
in several countries, including Australia, the United States, canada, and South Africa,
where they are required for industries such as mining and hazardous waste management.s

3.2 Water and the blue economy

Situational context
Kenya faces serious challenges regarding its curent and future water resourc€s and water service
provision' According to the Kenya water Services strategy, these challenges include deterioration
ofexisting facilities such as harvesting and storage facilities, and increased service demand due to
population growth, particularly in many rural areas and the very rapidly growing setdements of
the urban poor. Further to this, the National Water Master Plan 2030 points out that climate chrnge
will continue to affect water resources, irrluding disruptions in rainfall pattems leading to frequent
flooding and droughts in the country. Additionally, *"t"r r"**."s are distributed unevenly in the
country in terms of timing and geography therefore, usable water resources are considercd limited
and lower than the total amount of available watcr r€sources in Kenya.

Nevertheless, the blue economy offers huge potential. New zustainable ocean industries, such as
sustainable fisheries, aquaculture and marine renewable energy, present oppornrnities to generate
new sources of employment and growth, diversify the economy, build climate resilience, reduce
dependency on fossil energy, and enhance food security.

However, the blue economy will need to be sustainebly managed. Population growth and the
resultant de,mand for seafood has led to uncontrolled and unsusta in:ble fishing. A recent study
found that 38% ofthe coral reefs surveyed in the region bad fish stocks below sustainable levels.e

Cunent fi.scal and other policies

7 Evans, S' Philippines Gov requests cat bond loss calculation for typhoon Goni- 6 Novcrnbcr 2020, Availablc:

8 https://www.ncma.go.kdimagcs/Docs/Rcgulations/EM e/"2\Ocpoirt/AOSondsly"i0i"gulations%202014- l.pdf
9 Mcclanahan, T. R. (2019). Coral reeffish communities, divcrsity, and their fishcries and biodiversity status in East
Africa. Marine Ecology Progess Scries, 632, 175-191. doi:10.3354/meps13153
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Fiscal considerations are crucial for protecting sensitive @osystems and biodiversity hotspots in

Kenya. The allocation of fnancial r€sources towards conservation efforts can provide the

necessary support for research, monitoring, and implementation of conseryation strategies. In

addition, financial incentives can errcourage local communities to engage in conservation

activities, reducing the pressure on ecosystems and biodiversity hotspots.

Kenya has already taken some action to address water resourc€ and quality issues. For example,

the 2006 Environmental Management and Coordination (Water Quality) regulations prohibit

discharge of effluent into the environment that is in breach of the established standards. The

National Environment Management Authority (NEMA) regulates discharge of all effluent into the

environment and issues effluent discharge licenses for a fee.

Similarly, the Fisheries Act (2016) requires registration and licensing for both local and foreign
vessels for fishing in the Kenya fishery waters for a fee. It also imposes fines and penalties for
fishing without a license or in contravention of conditions imposed by a license under tlre Act.
This aims to ensure sustainable fishing practices to preserve the blue economy ecosystem,
although, as noted above, challenges remain.

Int e rnationa I exp e ienc e
The international experience provides insights into potential fiscal policy options across a mnge
of dimensions in the water and blue economy sector.

To promote efficient portable water provision, some countries have adopted a type of feebate
system where richer, higher-use households are charged a higher rate to offset zubsidies for poorer,
subsistence-use households. This is the case in Colombia where, for example, the price of water
depends on how the neighborhood ranks on a national six tier socioeconomic system. Households
on the lowest tier receive a 70% subsidy, whereas those in the top tier pay a 165% surcharge.10

A range of countries use fees and taxes to protect their freshwater supplies from pollution by taxing
industrial water pollutants. The Colombian govemment, for example, charges all polluters a fee
per unit of biological oxygen dernand (BOD) and total suspended solids (TSS), with regional
enforcement agencies entitled to retain any pollution fee revenues. According to Colombia's
environment ministry, nationwide BOD discharges from point sources covered fell by 27o/o, and
TSS discharges fell by 45% in the first six years of the program.ll

l0 
I,r t t1,'. ,, ,,.,.w ,,11,,1sr[ur 11relius-<l (in Spanish)

119]ryteaC S and Zheng, J Policy Instrumcnts fq watcr Pollution Control in Devcloping Countri6, Dcccmbcr
2019. Review of Environmcntal Econornics and policy. Availablc:
lttlp5: . s rte 1.ut r.-r.rs-qti!r,l]l.rlgqar!l'ilc.V_2t) l9i ll/C)ifr_r$!ati Zirc.'s* lt),I9.1_)_l 7 prll
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Payments for hydrological service schemes encourage the private sector to take account of the firll,
societal value of water resources. For example, the Payments for Hydrological Services program
(PEsrI), introduced by Mexico in 2003, aimed to conserve forests to improve water quality and
quantity for downstream communities, as well as maintain rural incomes and reduce poverty.
Between 2003 and 2009, approxim ately 2.21 million hectares of land, around l.60Z of Mexico,s
forests, were included in the program. Analysis of PESH's impacts found that it increased land
cover management activities by around 50% and community social capital by g-9% (Alix-Garcia
et al., 2018).r2

For fisheries, quota systems have been used to build sustainable stocks. In Namibia, the
government has been setting total allowable catches QAcs) since 1992. The value of the fish
industry has been steadily increasing year-on-year - from US$331 million in 2006 to us$5g5
million in20l2 (13% compound annual grovyth rate).I3

Iceland takes this approach one stage firrther by allowing quotas to be traded between fishermen.
This mechanism has the dual benefit of securing the future of the industry by making it more
efficient and profitable and, from a just transition perspective, providing compensation through
quota sales for those who exit. The system was successful, with the 

"n 
r*l qr,oia rental values in

the Icelandic fisheries increasing almost twenty-fold between l9g4 and ISSS. white both the
Icelandic and Namibian quota systems are budget-neutral, the auctioning of allowances could
provide a source of government revenue.

Some countries have raised capital explicitly to support the blue economy. For exa6ple, the
Seychelles' 2018 blue bond issuance was a world first for a sovereign govenrment and raised the
island na6on US$15 million to advarre its blue economy.l4 Proceeds went toward supporting
marine protection areas, enhanced govemance of fisheries, and;;;;;;cilitated value-
added in downstream industries.

3.3 Health and sanitation

3.3.1 Health

Health status is a critical dimension of human well-being. It is especially critical for children as
childhood health determines not just educational attainment, but also adulthood health and

r2Alix-Carcia, I.L. Sims, K., Orozco-Olvcra, v.H. Costica, L., Jorgg D.F.N(, Monroy, S.R, (2018) paymqrts for cnviro(uncotal
services srpported social capital while incrasing landmanag€ment, Procecdings ofthe Naiooal Acadany ofSciencas, I l5 (2?)
7016-7021; DOI: 10. 1073/pnas. 17208?3 I l5
13 Chiripanhura, Blessing and Teweldemedhin, Mogos. 2016. An Analysis ofthc Fi*ring Indusry in Namibia: Thc Struclurg
Performancc, Challargeg and Prospecls for Growth and Diversificdioo. AGRODEP Working Paper 0021. WaSrin$m, D.C:
Intemdional Food Policy Research InSiNtc (IFPRI). lrri, r.-l,L.rr: r r. ,.rr r llr r.r !1 llr_rr r,i r,-i . i,) .tr ,., ir, .

l' World Econom ic Forum, Bluc bonds: What they are, and how they can help the ocians. ed lunc 20t9. Availablc:
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productivity.l5 Access to health is a basic social economic right of every Kenyan. Article 43 (lXa)

of the Constitution states that " Every person has the right to the highest attainable standard of

heatth, which includes the right to health care services, including reproductive health

care". However, health is also a devolved function where provision of the services is the

responsibiliry of the counties.

The Wortd Health Organization (WHO,2016)16 shows that health system activitiesexed

significant impacts and pressures on the environment by generating hazardous and conventional

wastewater and greeohouse gas emissions and through their high consumption of resources such

as water and energy. Some of the key impacts are:

Ilealth cere waste: The health care system is one of the highest-waste-generating sectors. It is
estimated that between 75% and 90% ofwaste produced from the health care system is comparable

to domestic waste in terms of its composition and environmental implications. lncreased use of
disposable instruments and prepacked materials has led to increased waste generation.

Clinical waste geueration is also increasing among private households. tandfill is the least

expensive means of disposal but poses high environmental and health risks. Incineration is a

cheaper alternative ofhealth care waste disposal but resulting ash has been found to contain high
levels of heavy metals.

Wastewater: Water pollution can directly emanate from the health care facilities, the activities of
patients, the healthcare supply-chain and from inadequate health care waste disposal. Frequent
pollutarus include phannaceutical prodrcts, microorganisms, heavy metals, cleaning products and
chemicals such as organic halogens or free chlorine.

Greenhouse gas emissions: Greenhouse gases arise from embedded emissions in procured goods,
direct energy use in healthcare facilities and patient and staff travel.

Toxic chemicals: The healthcare industry is a major consumer of chemicals, some of which can
have serious health and environmental impacts including mercury, polyvinyl ctrloride,
flame retardants, phthalates, and volatile organic chemicals.

Resource consumption - water and energy: Even though direct water use by health systems is
minicnl compared to other s@tors, indirect (embedded water consumption) is significant. For
example, disposable cotton is derived from cotton crop which is highly water intensive.

Current fiscal policies

t' KIPPRA (2020). Creating an Enabling Environment for Inclusive GroMh In Kenya Kanya Econornic Repon.
i , , 1,.:t6 wHO (2016). Towards Envirorunentally SusainaLle Health Sysems in Errope, a Revrew ofthe Evidence.

. ',.i,,r .., .,r.r'.ir. ,t,,..,iirr. i \., ll,trr ,, -t ir ; rrD,i

13



There are no known fiscal incentive measures in Kenya meant to green the healthcare system
Nonetheless, they can be indirectly linked to sanitation (Section 3.3.2).

Sanitation is a necessity that contributes to better human health, dignity, and quality of life. The
economic and social benefits of sanitation interventions create more time for productive pursuits,
higher productivity, better performance at school and work, lower medical costs. closer access
leads to a better living environment, dignity, safety, convenience, comfort, and status. However,
in Kenya basic sanitation services are not accessible to most of the population. The result is that
the poor are deprived of decent and dignified lifestyles leading to deterioration of health,
wellbeing, and the hurnan environment.

Kenya, under Sustainable Development Goal 6, has commjtted itself to achieve by 2030 r,niversal
and equitable acc€ss to safe and affordable water for all; access to adequate and equitable sanitation
and hygiene for all and an end to open defecation, paying special attention to the needs of women
and girls and those in wlnerable situations. Progress on drinking water, sanitation and hygiene is
also critical for the achievement of other targets, includ.ing reducing poverty and achieving
universal access to basic services; ending all forms of malnutrition; ending prevlntable deaths of
newborn and children under 5 years ofage, combating neglected tropical diseases and waterborne
diseases, and achieving universal health coverage; providing safe and inclusive leaming
envtonment.

3.3.2. Sanitation

Situational context

Kenya has a vision of achieving I00oZ access to basic sanitation services by 2030. This is
particularly ambitious for rural areas where the coverage to basic level services stands at 3 I %. 17

Progress requires participation from the corrmunities to ensure open defecation is eliminated.
Additionally, access to sanitation sewices is significantly lower in poorer communities and among
vulnerable groups.

The Constitution of Kenya (2010) under Article 42 gives every person a right to a clean and
healthy environment, which includes sanitation. The Constitution also devolved sanitation services
to County Governments and zubsequently the Government has enacted, the Water Act (2016),
bringing the water and sanitation sector in line with the constitution. The Kenya Enviromnental
Sanitation and Hygiene Policy (KESHP) 2016-2030 provides broad guidelines to both state and
non-state actors at all levels to work towards universal access to improved sanitation leading to
improved quality of life for the people. Primarily, the KESH policy aims to increase the proportion
of the population with acc€ss to improved sanitation to 100 percent by 2030 and ensure a clean
and healthy environment for all in Kenya. To manage hazardous waste in the Health Sector,

l? Govemrncnt ofKanya (2016) Kenya Environmcntal Saritaion atd Hygiare Policy 2016 - 2030. Minisry ofHcahh.
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KESIIp seeks to ensure that all health facilities have reliable water zupplies and enviromnental

sanitation and hygiene facilities; ensure that all health staff are trained on medical waste

manage1nenq and ensure there is adequate budgetary allocation for management of medical waste

among others.

According to KESP (2016 - 2030), one of the reasons why sanitation remains a low investrnent

priority is instinrtional fragmentation, with different elements of the sanitation supply chain being

the responsibility ofdifferent players. This fragmentation has led to lack ofproper coordination of

sanitation sewices and hindered a holistic approach to sanitation financing. The development of a

sanitation and hygiene investment plan has been a pending priority within Kenya's Country

Priority Action Plan on Sanitation, but progrcss is constrained by a lack of specific capacity in the

sector. Thus, despite financial support and donor interest for sanitation in Kenya, sustainable

financing remains a key bottleneck to accelerated progress.

Current fiscal and otler policies
The Ministry of Water & Sanitation and Irrigation is currently focusing on resource mobilization,
innovative financing mechanisms and investrnent planning to achieve universal access by 2030.

Some of the initiatives in place towards this mission include pro-poor initiatives by the ministry
aimed at ensuring the progressive realization of the human right to safe drinking water and

sanitation for all, in a non-discriminatory manner. Other initiatives by both national and county
governments that will enhance access to safe drinking water include: (i) Allocation of more
resources by both National and County governments to expand water infrastructure; (ii)
Community sensitization programs on water treaknenq and (iii) Investing in water harvesting
technologies (KEPI 2020).

I nt e rnat i onal e xpe rie nc e
Improving sanitation can be particularly reliant on government spending but there are examples of
very strong progress being made when fiscal policy is used to align incentives. Penr's Incentives
Program for the Improvement of Municipal Marngement (MIP) provides an example. MIP makes
direct transfers to local govemments, on condition of the achievement of set ecological goals,
which are monitored twice a year. Between 2015 and 2019, 15,901 rual water and sanitation
operators were registere d, 3l ,917 water systems were built, 2,500 rural water systems were
rehabilitated, and 1,997 chlorinated systerns were installed.
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3.4 Agriculture, food and nutrition security

Situational context
Approximately 25% of Kenya's population is food-insecure.r8 This is due to low and frllingproductivity of agricultural land, reliance on rain-fed agriculture, low levels of mechanization andhigh post-harvest losses including pets and diseases. The prevalence of climate change impacts
such as droughts and floods have compounded the food insecurity problem and such events areprojected to interrsify in the coming years. Subsequently, the n *u". of people who will berendered food-insecure is bound to increase (National Food and Nutrition Security policy
Implementation Framework, 20l7y.ts

At the same time, the agriculture sector is the leading source of emissions in the country,accounting for40% of the national total of 93.7 Mtcoze in 2015.20 Much of this is dnven by dairycattle: Kenya has an estimated 4.3 million dairy cattle producing 3.4 billion litres of milk per year.The dairy cattle sector is responsible for about 12.3 Mtcozeq. In addition, the use of synthetic andorganic fertilizers adds nitrogen to soils, increasing natural einissions of nitrous oxide. Otheragricultural soil management practices such as irrigation, tillage, fallowing ofland, also affect theflow ofgases to and from the soil, since soils are both a source and a sink for GHGs.

The Kenya Agricultural Sector Extension Policy (2022) points out several challenges in the
delivery of extension services. These include: Institutional weaknesses in capacity building,
technology development and dissemination; Weaknesses in research--extension-clientele
linkages, packaging and disseminating technologies; Harmonizing extension approaches and
methods; commercializing and privatizing public extension services without compromising
public interesg Managing pluralistic extension service for effective service delivery;
Developing private sector operated extension services to complement public extension services;
creating functioning institutional frameworks to coordinate and provide linkages among
stakeholders and mainstreaming cross-cutting issues in extension messages. Estinrates as of
2014 indicate that the ratio of agriculhual extension oflicers to farm household was l:1093
against 1:400 recommended by FAo2r. This makes it diffrcult for extension officers to reach
farmers.

tr Food and Agricultural Organizdion (FAO), Unitcd Nations F:conornic Commission for Africa (ECA) md Aftcan unioncommissicr (AUC) (2020). Africa Rcgiooal overview of Food seorrity Erd }.Iutritim 2019. IsBi{ 97li-si-s-r rzos t-g, roodand Agriar ltu ral Orgarization (FAO).
D Minisry of Agiorlturc, Livesock and Fi$erics (2017I Ndional Food and Nutrition sccurity policy Implancntdion
Framcworlc hnp://extwprtegs l.fao.org/docs/pdfftar 170?'6 l.pdf
m.Govcmrnant ofKarya (2015) Kenya Second Naional Communication to thc Unitcd Ndions Framework Convcntim on
Climate Change. Naional Environmsrt Managanrant Authority (NEMA)r odongo, D (2014). Agriorlnrral Information Acccss arnong-Sarallholder: compardive Assessnart ofRural ard pcri-Urban
Settings in Kcnya
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Current fiscal and other policies

The govemment's2009-2020 Agricultural Sector Development Strategy has multiple objectives.

These include establishing a central authority for recording aninlals and regulating breeding

programs, enhancing animal feeding and nutrition practices, strengthening livestock extension

services, and improving livestock disease and pest control. The Climate Srnart Agriculnue (CSA)

Framework Program 2015-2030 targets a reduction in agricultural GHG emissions by increasing

livestock productivify alongside the adoption of improved adaptive technologies which minimize

carbon emissions and enhance soil carbon sequeskation. It also aims to develop a national carbon

accounting and measurement, reporting and verification system, and promote ef6ciency in dairy

and livestock manure management and in paddy rice management, for example.

In terms of legislation, the Value Added Tax (VAT) Act of 2013 and the Income Tax Act (CAP
470) lay the groundwork for policy in this area. The VAT Act provides value added tax (VAT)
exemptions for all unprocessed agricultural products and agricr:ltural pest-control products (and

inputs for their production), as well as a duty exemption for agricultural machinery (and inputs for
their production), fertilizer, storage facilities and seeds. In combination, these exemptions vastly
reduce the costs of agriculrure and contribute to incentivizing increased production and enhanced
food security. The lncome Tax Act's provision for a 50% capital deduction for investment in farm
works will have a similar effect.

However, not all incentives and programs are climate-smart or geared toward promotion of a green
sustainable economy. Some pesticides can contaminate soil, water and other vegetation Similarly,
the use of chemical fertilizers can have negative effects on the environment, for instance the
emission of methane, nitrous oxide and ammonia into the aEnosphere. This policy takes into
cognizance these challenges and attempts to balance tlre interventions towards achieving NDC
targets while addressing food security.

Int e rnational exp eienc e

Intemationally, there are many examples of fiscal policies that provide subsidies to frrmers to
engage in more sustainable practices, with the funding for these subsidies met through a re-
allocation of existing agricultural subsidies. Examples include Brazil and the lIK, whose
experierre points to the importance of robust monitoring to ensure impad Direct subsidies and
tax exemptions have also been shown to be important levers in encouraging sustainable farming.
For example, in India, following the removal of these trade barriers at the beginning of 2017, the

77

Furthermore, food and nutritional security is one of the key pillars of the BETA. Consequently,

several projects are under implementation including the construction of several dams for water

conservation, flood prevention and to support irrigatioru the Galana Kulalu food security model

farm; a fertilizer zubsidy program to lower the cost of farming; and, as noted above, the

introduction of Kenya Livestock Insurance Program (KLIP).



value of organic agricurtural exports grew by 70% and 4ryo in 2017 and 201g, respectively, afterfour years of stagnation.22

There are also examples of command-and-control expansionary green Iiscal policies in this sector.
South Africa launched the r(orking lor water (wfiv) programwhich resurted in over 350,000
hectares of newly cleared farmrand, improved water quarity and security, the development ofsecondary industries based on cleared land, and the enrproyment of24,000 ireviously unemployed
people from m argirnltzed. groups.

In terms ofnutritioq intemational experience illushates the role ollruit and vegetable subsidiesor tax reductions. For example, Flji and Tonga have removed import tariffs on fruit and
vegetables, while the UK and US have provided targeted subsidies for wlnerable groups.23
However, there are no cunent examples of such consumption subsidies being tied to the
sustainability of the associated production practices.

Finally, international experience also points to the opportunities for raising capital by govemments
to support green activity in this sector. For example, in 201g, th" v"*i*r, Trust Fund forAgricultural Development launched a green bond worth roughly us$r35 milrion to support
ventures in four categories: protected agricurture, efficient use of water, energy efficiency, and
renewable energy'2a The funds from this bond have allowed sustainable rar-ers to scale up their
production while propagating practices like reforestation, water capture, soil retention and the
installation of solar panels and pumps.

3.5 Forestry, wildlife and tourism

Situational context

Kenya has a totalof 5,226,191.79 ha(52,261kmz) of forest cover which translates to 8.g3% of the
total area and has tree cover of 12.3% (KFs, 2020). According to Kenya National Bureau of
Statistics (KNBS) economic survey of 2019, forestry and logging contributes 1.3%o to the Gross
Domestic Product (GDP) of the country. The value of the economic output of the forest sector is
currentlv estimated at KES 78.5 billion (usD 785,440,000), (cheboiwo et al., 2018). The
sawmilling sector is the largest primary wood processing undertaking in the count-y. According
to Timber Manufacturers Association (TMA) their investnent in the sector is large with assets
valued at KES 550 billion- The fumiture industry in Kenya is an important source of livelihood,
as it employs over 160,000 people and produces approximately 452 USD million worth of fumitwe
per year and exports22 USD million worth of furniture (World Bank, 2015).

22 FiBL Stdi$ics (2020! Awailablc: trr rl).1r r,!Lr,tr! ),!,:.rr ,.!!ll
2! Thow, A. M., Downs, S M., Mayes, c., r."rora tr, w"q*ivalu, T., & cawrey, J. (201g) Firal poricy to improvc dicts snd
prcvcnt noncommunicable discases: from rccoruncndaions to aaion. hllain of the World Health OrgErizarim, 96(3), 2Of -
210. https://doi.org/10.241 I IBI:[ . t't. t95982

!)l:!-!-:! ..r _.'!.lr] r(. ' i, '.
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Montane forests regulate more than 75yo of the country's renewable water rcsources, which is

critical for the sustainable development of many sectors such as agriculture, forestry, fisheries,

electricity, water, hotels and other tourist facilities, public administration, and defence. They also

prevent soil erosion and provide habitats for many plant and animal species. In addition, montane

forests zupply fuelwood that meets over 75%o of Kenya's overall energy requirements.

Kenya's updated NDC identified the forest sector as having a mitigation potential of 40.2 million
tons of CO2 by 2030 of which 20.8 million tons CO2 is committed in the NDC. The LJNFCCC

framework for Reducing Emissions from Deforestation and Forest Degradation (REDDT)

appreciates the role of conservation, zustainable management of forests and enhancement of forest

carbon stocks. [n the Kenya the REDDF Strategic Options; Improving the productivity of public

plantations through PPPs, scaling commercial foreshy investnent on private lands, enhance

effrciency, effectiveness and skills across the value chain and mobilise private sector finance.

Cornmercial Forestry mitigation actions include +80,000ha agroforestry + t 50,000ha commercial

plantations and replanting 3 I ,000ha of unstocked public plantations.

Kenya has embarked on an ambitious national and forest and landscape strategy aiming to triple
its forest cover by planting l5 billion trees by tte year 2032 which entails improving production
of l5 Billion high quality seedlings; and restoration of 10.6 million ha of degraded landscapes;

and enhance protection of the 5.2 million ha of available forests. Improve productivity and
managfiretrt of public forest plantations by restocking of planting backlogs; Maintain 5,240 Km
fire breaks and 8,236 Km of forest roads. The proposed intervention areas include restocking
54,000 hectares of the plantation area using 86.4 million seedlings through various strategies
including Public-Private partnerships (PPPs), establishment of commercial private forest
plantations (450,000 hectares using 450 million seedlings), growing of fruit trees and woodlots in
schools, colleges universities and other institutions (40,000 hectares using 40 million seedlings),
promote bamboo growing, implement mangrove management plan and growing of agroforestry
trees on farmlands (7 million hectarcs using 2.8 billion seedlings. The estimated cost to implement
this strategy is KES 500 billion.

19

Increasing effrciency in charcoal production can reduce the pressure on forests: instead of using
l0 kg ofwood to produce I kg ofcharcoal, improved technologies can cut the use ofwood down
to 3 to 6 kg according to the technology used and best practices applied. Considering the high
proportion of non-renewable biomass used to produce charcoal (between 9Oo/o and 95%), these
measures could lead to 5.7 million cubic meters of Renewable Wood Equivalent (RWE) of non-
renewable biomass savings per year from dry forests, generating about 16.5 million tCO2e per
year of emission reductions from deforestation and forest degradation



Current Jiscal and other policies
Sustainable and productive land management and preserving land resources are enshdned in
Chapter 5 of the Constitution of Kenya. The Constinrtion stipulates that the state should work to
achieve tree cover ofat least l0% oftotal land area.
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Forests are also crucial for the protection of water towers in ensuring the quarity, quantity andreliability of water resources contribute to the well-being of both human andnatural ecosystems.
Forests act as natural sponges, absorbing rainwater and slowly releasing it into streams and rivers
which helps to regulate water flows, reduce the risk offlash floods and ensuring a constant supply
of water downstream' Trees and other vegetation help to bind soil together, reducing soil erosion
and landslides, especially in hilly and mountainous areas where water towers are typically located
Forests also act as natural water filters by absorbing and holding rainwater, reducing mnoff and
soil erosion thus preventing sediment and other pollutants from entering the streams, rivers and
other water bodies.

Nevertheless, more than 90%o of Kenya's landscapes facing some form of degradation; 6r% and
27o/o facnghigh and severe degradation respectively; The deforestation and d-egradation ofthese
ecosystems remove a critical carbon sink from Kenya and cause significant problems.
Deforestation has been mainly driven by clearance for agriculture that is linked to rural poverty
and rapid population growth, unsustainable utilization of forest products (including timber
harvesting, charcoal production, and grazing in forests), and past govenumce. and institutional
failures in the forest sector (NCCAp 2}lg-2022).

Wildlife and Tourism
The tourism sector is a highly climate sensitive sector. Climate change affects tourism destinations,
their competitiveness and sustainability. Hence tourism demand is affected drrectly, through
interference of choice of destination and period of trip, or indirectly by affecting the quality of
experierre, adverse perception after some extreme event and insecurity about the destimtion.

coastal rainforests, marine ecosystems, wildlife and Mt. Kenya,s glaciers make Kenya one of the
top tourist destinations in the world and in the continent. In 2019, Kenya received 2.05 million
intemational tourists and in 2019 the tourism industry contributed approximately E.g% to GDp
down from 14% in20l2.

Humans and wildlife face new challenges of survival due to climate change. More frequent and
intense drought, storms, heat waves, rising sea levels melting glaciers and warming oceans can
directly harm animals. This poses a threat to wildlife tourism and its contribution to GDp, as well
as sustainability of our biodiversity.



The Forest management and conservation act 2016, provides that a person who establishes or owns

a private forest may apply to the relevant authorities for exemption from payment of all or part of
the land rates and such other charges as may be levied in respect of the land on which the forest is

established.

Forest Management and Conservation Act 2016 (44. (l) provides that Kenya Forestry Service if
satisfied can permit utilization of a public forest through the granting of a concession for
conservation of biodiversity, cultural or recreational use.

The Govemment decision to zero rate duty on imported timber from l0% in July 2019, led to
increased regional timber trade arising from development of new networks by local importers,
clearing agents and transporters leading to reduced lead-time in meeting timber needs.

In te rna t i ona I exp e ie nc e

lnternationally, a commo[ fiscal approach to countering deforestation is direct govemment
spending on the planting of hees. Ethiopia has been a prominent example in this regard, claiming
to have planted 3 50 million trees in a si"gle day in 2019 as part of the National Green Development
Program.25 This is part of a plan to plant 20 billion seedlings by 2024, which is expected to cost
the Ethiopian government over US$ I 17 million (Getachew, 2020).26

Spending directly on afforestation can be effective if planting and growing trees are conducted
correctly. However, providing offsetting opportunities for companies covered by a carbon tax or
emissions hading system (ETSs) would support positive ecological activity without creating a
drain on fiscal resources. There are intemational precedents for this approach. As of Iuly 2020,
GHG emitters in South Africa can firnd afforestation and reforestation projects as a means of
offsetting their carbon tax obligations (SA National Treasury, 2OZO1.zt

An expansielaly measure which has become increasingly widespread is that of paym ents lor
ecosystem semices @ESl. Under this approach, the government pays landowners in exchange for
their adherence to pre-agreed sustainable practices on their land. In Ecuador, the Socio Bosque
progftun pays individual landowners and local communities who agree to conserve their
ecosystems through voluntary consemation agreements (VoCA) that are monitored on a regular
basis for compliance. For the first 50 lrectares of the conservation area, the incentive is US$3i per
hectare per year; from 5l to 100 hectares, the incentive is reduced to US$25 per hectare, and

25 World Economic Forum, The African country that inspired more and morc countries to plant billims of trees I I 6 June 2020Available o
25 G€t8chcw, S. (2OrO) Erhiopia will plant 5 billion trees th is yearto tackle climate chsnge, but it cornes at a sleep pflce.

o-planG5-billion{rces-in-2020-to-bea-climate{hanRctricved frorn : ht!ps..t tqLc{r,r./ zffica/ lE6653Z.rhiopia{
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thereafter decreases further for additional hectares.2s Similar schemes have been developed in
Costa Rica and Uganda.

In other federal countries, ecological fiscal transfers (EFTs) have been used to tie federal payments
to stateVprovinces, etc. according to performance on conservation metrics like forest cover. In
2015, India established the world's largest system of EFTs when its l4th Finance Commission
added forest cover to the formula that determines the amount of tax revenue the union governrnent
distributes annually to each state. The govemment distributed 7.5% ofthe divisible central tax
revenue that is devolved to states according to the proportion of states' areas of .very dense, or
'moderately dense' forest cover (Busch et al., 2020).2e Initial challenges with the scheme,s
implementation have led to clarification and raising the share of .evenue tied to forest cover to
10%. other national and sub-national jurisdictions have arso adopted EFTs.

In Uruguay, pension plans have successfully investnents in foresky assets by domestic
institutional investors. Following govemance and investment challenges, the securities regulator
created special purpose vehicles (SPVs), set up as financial trusts to rpoage investnent in real
assets, through which pension plans have to invest. Ttre SPVs can invest in a range ofdirect assets,
from infrastructure to private equity - including forestry. Six forestry funds - five domestic and
one intematiornl rnnager - now form the market, with $750 million collectively under
managernent, and the largest fund dominating with investnents of over $500 million. International
pension funds have also invested in Uruguay: the New Zealand Superannuation Fund, for example,
has had some investnents via a global forestry fund. The pensionplans have been attracted to the
asset class by the low correlation to the rest of their portfolios and the relatively attractive retums,
with approximately 9 percent nominal retum annually.

In Uganda, the govemment through the National Forestry Authority (NFA) provided concession
to private sector investors in 2004 for plantation development. The Sawlog production Grant
Scheme (SPGS) was also set up. The combination of concessions and financ ial and technical
slrppod through SPGS led to an increase in private investments in commercial forestry in the
country increasing the area under commercial forestry from 4,000 ha to approximately 100,000 ha
of plantation. The scheme attracted huge interest and substantial investnent from private sector
entrepreneurs mostly SMEs (avg. 50 ha each). This has proven to be a successful and replicable
cost-effective way of plantation establishment for a country. The performance-based grant
schemes enabled the country increase its commercial forest plantations from less than 3,000ha to
more than 100,000 ha.

?t de Koning F., Aguinaga, M., Bravq lvt-, Ctriu, M., Lascanq tr4, l,ozada, T. and Srarc4 L
(201l). Bridgingthe gap bctwcan fores conservation and povcrty slleviatioo: the Ec adorian
Socio Bosque program. Envirmmantal Scicrce & Policy, l4(5), 531-j42.
2e Busch, J d al (2020) Did India's ccological fiscal transfers inc€ntivize $ate govcmmants to incrcasc thct fore$ry tudgct s?
Enviroo, Res Commun. 2 03 1006
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3.6 lluman settlements and infrastructure

Situcttionul conte.Yl

The country's infrastructure network is already affected by the physical impacts of climate

variability and change. Roads, bridges, water pipelines and powerlines play a pivotal role in

supporting the economy but are susceptible to damage from floods and other climate-related

disasters. In 1997 and 1998, for example, water supply infrastructure and transport networks in

Kenya were darnaged by El Niio-related flooding.lo Additionally, settlements in riparian areas,

wildlife conidors; clearing for infrastruchue without greening the environment, rising sea levels in the

Indian Ocean have caused destruction of coastal infrastructure zuch as ship dochng ports, a naval

base in Kipini, hotels and beachfront houses, and (in combination with ext€me weather events)

intensified flooding in the coastal areas.

Buildilgs used for housing and commerce can also have significant negative climate change and

environmentat impacts, despite serving a vital societal purpose. Responding to these concerns, a

'green' buitding is one that, in its design, constluction ol'opel'ation, reduces or eliminates negative

impacts, and can create positive impacts, on the climate and natural environment.ll Several

features can make a building 'green', including:

o Effrcient use of energy, water and other resources

o Use of renewable energy, such as solar energy

o Pollution- and waste-reduction measures, and the enabling of re-use and recycling

o Good indoor envirorunental air quality

o Use of materials that are non-toxic, ethical and sustainable

o Consideration ofthe environment in design, conskuction and operation

o Consideration ofthe quality oflife of occupants in design, construction and operation

o A design that enables adaptation to a changrng environment

Creen buildings preselve precious natural resources and improve the quality of life for residents.

Their objective is to decrease the overall impact of the built environment on human lrealth and the

natul'aI envirorunent by efficiently using energy, water, and other resources. By doing thls, green

buildings protect occupant lrcalth, iurprove employee productivity and enhance clinrate resilience,

while reducing waste, pollution and environmental degradation.

Kenya has made progress in developing local voluntary green building tating scheures such as the

'CreenMark Standard' and the Safari Crecn Building Indcx. Therc is also a growing interest and adoption

of voluntary green building celtitication tools such as the IFC's EDGE.

Cunent fiscal and other policies

30 Govemrncnt ofKqrya (2016). Karya National Ad.apturion Plan. Nairobi: Minisryof Erviruunant erd Forestry.
rl World Grccn Building Corncil. Available:l1t115r/r1\\_\r,\!!,r_l.l.i:rhi- ,r.J r.llrr : r, rr-hrildrr!!
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Kenya lacks harmonizecl guiclelines legulating the deveroprneut and mai.tenance of gr.eenbuildi.-t{s' There are no cleat' regulatio,s or. t.gi.lut,o,', prescribing the requir.ement that ne!vbuildings comply r'vith a set stanclarcl gearcd toward achievement of energy -eltic ient anclenvironmentally ffiendry structures. Accordingty, construction in Kenya gives tittle or noconsideratiotl to glEetl practices, the use of recycled n'nterials, reducing carbon fbotprints, ordeveloping adaptable ancl environmentaily friendly designs.

However' considerable effblt has been realized in certain initiatives such as the Building EfficiencyAcceletatot' program' This is a public-private sector collabomtion that leverages global expertise
to accelerate local implenrentation of buitding efficiency policies. This prograrn has been adoptedby Nairobi, Nakuru, Kisii and Hornabay Counties.

I n t e raati o nal expe rienc e
Fiscal policies are often aimed at improving building sustainability. Subsidizing the costs ofenergy-efftcient building technologies, either via direct subsidies or tax exemptions, is a commonapproach for both upgrading current building stocks and ensuring that new builds meet high energyefficiency standards' china, colombia, Ghana, and Argentina all provide incentives for new buildsto adopt energy-efficient technologies. For example, in Ghana, .green-certified, 

buildings areeligible for a 3oo/o reduction in building permit rees lctrana Broadcasting corporation, 2019;.:z 6terms of retrofits, the uK Green Deal scheme provides grants and loans for homeowners toimprove energy effi ciency.

The use of sovereign Green Bonds can be an effective way to finarrce these energy activities.
Lithuania, for example, has earmarked the first tranche (€20 million) of its sovereign green bond
Program to provide energy efficiency upgrades to about 160 apartment buildings (IFC, 2019).33

Given the importance of effective infrastructure to economic developrnent and wellbeing, finance
ministries also have an obvious interest in ensuring that zuch infrastructure is as climate-resilient
as possible' The best practice role for finance ministries is in ensuring that a comprehensive and
strategic approach to infrastrucfure development, encompassing life cycle assessments, is
undertaken prior to the developrnent of specific infrastructure assets, and that in deciding on the
optimal portfolio of infrastructure assets, the changing climate in which that infrastructure will
need to operate is taken into account.x

l2 https://www. gbcg[anaon linc corn/gan cral/takoradi -grean -hr ildin gs-ro-recci ve-3 0-red!]d im -in -pemit-feey2ol9/
:: ry_C_(291?l 

crcen Buildings: A Finance and policy Btueprint for-Emerging Markasx.ADB (2021) A syccrn wide Approadr for Infrasruaurc Resilicnce. A-vaiable a: hnps//www.adb.oryFrblicdianysysqn -
widc-approach - in fras ru(tu rc-resi licnce
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3.7 Electricity

Situational context

Kenya has made great progrcss in generating electricity from green sources. As of 2019, the

electricity installed capacity from renewable sources, including geothermal, hydro, wind, solar and

co-generation, stood at 71.4%o, comparedto 67Yo in 2008 (KPPRA 2020).1s Consequently, the

percentage of electricity generated from thermal declined considerably from33.2% in 2008 to

I1.5% in 2019 because thermal generation has been on a declining trend over time, electricity

generation is currently 92o/o grexnand will be 100% green by 2030.

There is considerable scope to expand geothermal electricity in Kenya, with a proven potential of
over 10,000 MW. Of this potential, only 860 MW has so far been exploited for electricity

generation. Currently, exploitation of geothermal energy is alrnost wholly owned by the public,

with a small proportion of plants financed through public-private partnerships or private finance

only. The high costs offield development, coupled with the high risks associated with resource

exploration and drilling, still pose a signifrcant barrier to private sector financing. Siting

geothermal projects carefi.rlly is also important - for example, discouraging geothermal

development in areas with rich biodiversity. This woutd avoid new geothermal resources creating

other envirorrm ental issues.

Despite the improved capacity in electricity generation in Kenya, approximately 3 million
households still lack access to electricity. Installing off-grid solutions including mini-grids and

solar home systems is one of the options for electriffing these non-connected households and

ensuring access to zustainable energy for all. In some instances, off-grid solutions are more
economical than extending the national grid. lnvestnent in the off-grid renewables sector has

growu strongly as deployment has accelerated. Tlrc total installed capacity in 2016 was
approximately 25.3 MW, most of which consists of public-operated mini-grids.lll Despite the

impressive growth, the investment gap in the off-grid sub-sector remains large. The overarching
strategy for Kenya's electricity sector, the 2018 Kenya National Electrification Strategy, focuses
primarily on national grid extension. Mini-grids are included but significantly under-represented.
Currently, discussions are being advanced towards investments in battery energy storage as energy
storage tecbnologies are advancing fast and are becoming cost competitive. Both public and
private sources of financing have an important role to play in bridging the financing gap.

3r KIPPRA (2020). Kanya Economic Rcport 2020: Creaing a Conducive F:rvirmmant for Inchrsive GroMh in Karya, Nairobi,
Kenya
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Cunent fiscal and other policies
There is a range of measures already in place that help support the continued expansion of ttre low-
carbon power sector in Kenya.



vAT is exempted for inputs or raw materials supplied for the manufacture of solar equiprnent ordeep cycle-sealed batteries which exclusively ur" o. rtor. solar power, as well as for inputs or rawmaterials locally purchased or imported by manufacturers of clean cook stoves. Similarly, underthe East Africa customs Management Act 2004 there is an exemption from customs Duty onspecialized solar and wind energy equipment. Specialized equipment for generation of wind and
solar energy are exempted from both import duty and VAT

To support de-risking geothermal development, the govemment established the Geothermal
Development company to carry out surface exploration, exploratory and production drilling, andsales of steam to third parties, including independent power producers.

Several goverEnent and development partner initiatives have attempted to lower the initialelectricity connectivity cost. currently, the govemment is operating a .tast uite connectivity
Project', providing support ofKES I5,000 per household. This is granted as a loan on connectivity
and recovered over a maximum of 36 months through the billing system.

In addition, there is an exemption of interest income from all listed bonds, notes or other similar
securities used to raise funds for infrastruchre, projects and assets defined under Green Bonds
standards and Guidelines (bonds, notes or securities that have a mahrity ofat least three years.while this exemption is general as it covers a broad range of infraskucture projects, power sectorprojects have been a co[rmon focus for green bond issuance.

In t emational experienc e
There is a wide range of international experiences of using fiscal policy to promote low-carbon
power generation.

while carbon taxes can operate across many sectors, their focus (and impacts) are often
concentrated in the power sector. Several middle-income countries have implemented taxes of
varying degrees of ambition over the last decade. South Africa was the fust African counry to
introduce one in 2019 when it set a price of us$g.35 per tonne of coze (world Bank, 20201.ts
The tax covers 80% of GHGs and the rate will increase annually with inllatio np\r.Z%o ttntil2022,
and arurually with inllation thereafter. To allow for a period of adaptation, ,igolt"*t industry -
specific tax-tee emissions allowarrces ranglng from 60% to 95Yo have been included which will
result in a modest initial net carbon tax rate ranging from US$0.40 to US$3.16 per tonn€ of COze.

Latin American countries have also adopted carbon taxes, with Colombia, Chile and Mexico
applying taxes ofuS$4, us$5 and <us$l-2, respectively, covering arotnd24yo,39%a',d47%
of respective national GHGs (World Bank, 2020).3? These rates are lower than those of carbon

16 World Bank (2020) Stare ard Trands of Carbon pricing 2020. Available ar
https://openloowlcdge worldbark.orgihandldl 0986/33809
37 Ibid.
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taxes in richer countries, which are generally over US$25 per tonne of COze and can be as high as

US$100 per tonne of CQe.

Electricity excise taxes can also be a powerful tool to both discourage wastage and generate

government revenue. This is especially true in cases where taxes are combined with favorable

regulatory treatment ofenergy from renewable sources. Costa Rica taxes residential electricity use

at 5% while at tlre same time provirling exemptions of excise tax, VAT, general sales tax and a

special customs tax for renewable energy sources.38

While most policies in the energy sector are revenue-genefttting, there can be a value in subsidizing

the adoption of newer renewable energy technologies zuch that they can become price -competitive

against their 'brown' altematives, although the need for this has diminished as renewable energy

technology costs have hllen. In Mexico, the government has created several fiscal policy

inskuments intended to hcilitate the fostering of clean energy projects and provide an attractive

investment climate for the private sector. The most successful of these lngshani5sls was the

accelerated 100% depreciation in one year of inveshnents in renewable energy on a company's

income tax (Peters, 20tZ1.ts

Green bonds have been successfully employed in funding both low-carbon transport and

renewable energy projects. In 2020 Chile iszued over US$3.5 billion in green bonds earmarked

entirely for low-carbon transport (Whiley,2020).40 Egypt is one of ttre few African countries, and

ttre first Arab country, to issue a greon bond, and its 2020 issuance has provided US$750 million
to finance projects in transportation, renewable energy and energy efficiency (Barbuscia and

Ramnarayan, 2020).4t

3.8 Clean cooking

Situational context
Currently, 59% of households in Kenya use the three-stone open fire (TSOF).42 Although the

proportion ofhousehold users ofTSOF has dropped (76% ofhouseholds usedTSOF 20 years ago),

the aggregate number has increased from 4.7 million to about 7.3 million households. In terms of
primary cooking fuet,64.7% (8.1 million) of households in Kenya still use wood as their primary

!l Grcqr Fiscal Policy Nctwodq 20t9 https://Srcrnliscalpolicy.org/policy_bricfVcosa-rica-corntry-profild

'9 
Peters, S. (2012). Thc Role of Grecn Fiscal Mccharisns in Dcveloping Corntrics: Lcsssrs L:amcd. Rerrievcd frorn:

httPs://trrblicEtians.iadb.orgiprblicationdargli*r/doormtrrVThe-Rolc-of€reen-Fiscal-Medrsnisrns-in-Dcveloping-Cotrntries-
Lrssons-L€amcd{ssc-Strdy.pdf
a0 Whiley, A. (2020). Chilc makcs 3rd sovereign grean issrance: Record rstes for Jan 2020 Ctimate Boods certified transaclion.
Rctricvcd ftorn: https://www.climacbondsr.an020l0Achilc-rnakes-3rd-sovereign-grean-issrancc-record-ratcs-jan-2020-
clim atc.boods-certi fi ed

'l Barbuscia, D. & A Ranrnarayan. (2020). Egypt becqnes firg Arab country to issrc Green bonds with 3750 million deal.
Retricved from: https://\vrtrw.rantcrs.com./afiicldcgyp-bonds-int/cgyp-bccomes-firs-arab+ountry-to-issrc-grccn-bonds-with-
750-million{eal-idUSKBN25Kl MJ?edition-redircct=in
12 MOE, CCAK (2019). Kcrya Hursdrold Cooking Seaor Study: Assessncnt ofthe $rpply urd Danand of Cooking Solutions
at the Hotrschold kvcl.
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cooking fuel, followed by liquefied petroleum gas (LPG) at l9o/o (2.4 million) and charc oal at l[yo(1.3 million). onry 3% of househords o*, un erectric cooking appriance such as mixed LpG_electricity stove, electric coil stove and microwave. (include a statement on high cosu also updatethe statistics)

Exposure to harmful pollutants emitted from burning wood and charcoal is one of the largest healthrisk factors for mortality in Kenya, with about z I ,5i0 deaths attributed to household air pollution(IIAP) annually - more than the average number of deaths caused by road accidents. Kenya hascommitted to transition to clean cooking by 2028 by developing efficient cooking solutions as part
ofactions under the Sustainable Energy for All global initiative and sDG 7 (afflrdable and cleanenergy)' The Kenyan updated NDC has projected an abatement potentiar of 7.3 Mtcou e by 2030from improved cooking solutions as a means of mitigating climate change. Further, using cleancooking solutions will support the move by the govemment to restore Kenya,s forest cover to l0%,up from the current 7.4%.

Current fiscal and other policies
The Finance Act 2020 reversed the VAT exemption on taxabre goods locany purchased orimported by manufacfurers or imported by manufacfurers or importers of clean cooking stoves fordirect and exclusive use in the assembly, manufacture or repair of crean cook stoves. The
exemption was introduced by the Finance Act 2016. However, this was reversed under. The 2020Act also reintroduced the vAT on biogas, prastic bag biogas digesters and leasing of biogas
producing equiprnent.

Int e rnational exp erienc e
A number of countries have used fiscar policies to support the deployment of creaner cooking
solutions' For example, the Uganda Domestic Biogas Program supported households in accessing
loans to purchase a biogas digester, as well as finance to support biogas construction companies.
The program has been zuccessful in supporting over 13,000 biogas generators.

similarly, in India LPG gas has been subsidized to encourage the switch from biomass for at least
some cooking. This has been associated with the number of households with a registered LpG
connection more than doubling over the past decade. However, the India case also illustrates some
of the risks associated with untargeted subsidies with the growth in tbe subsidy bill leading the
governrnent to launch the 'Give it Up' initiative to encourage middle- and upper<lass households
to voluntarily stop receiving the LPG subsidy.+3 Despite this, the strain on the budget has been
such that provisions for the LPG cooking fuel subsidies were halved in the federal budget for the
fiscal year ending March 2022 to I24.8 billion rupees (US$ 1.7 billion) frorn 255 billion rupees a
year earlier.

41
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3.9 Manufacturing

Situational context

Industry and manufacturing are among the most important sectors in Kenya's economy,

contributing 7.2Yo of GDP according to the Economic Survey 2022-44 The govemment aims to

increase the manufacturing sector's contribution to GDP to 20%by 2030 (20BY30).45

Examining the concept more broadly, in 2009, the Udt€d Nations lndustrial Organization

(t MDO) coined the term 'Green Industry', with 'economies striving for a more sustainable

pathway of growth, by undertaking green public investments and implementing public policy

initiatives that encourage environmentally responsible private investments'. Greening industries

involve taking care of materials, energy, water, waste and emissions.aT This requires investment in
technologies that enhance process effciency in terms of optimizing raw materials, and energy and

water use, while also reducing waste and emissions.

Kenya's industry sector relies heavily on a traditional linear model in which resources are

extracted, processed, diskibuted, consumed, and eventually disposed of. The life cycle or circular

economy concept instead advocates a circulation of resources within the economic system. Rather

than disposing of waste it is reintroduced as a resource into the processing stage, thereby closing

the circle.

In addition, there is increased emphasis on promoting the reduction, re-use, recycling, recovery
and repair of waste consistent with the sustainable waste management agenda.

The manufacturing sector contributes to climate change as it produces GHG emissions from the

use of fossil fuels and other industrial processes. The sector was responsible for about 7% of

Kenya's total emissions in 2015.6 Energy conservation is key to the reduction of GHG emissions,

as well as providing other benefits such as lower costs for consumers.

Current fiscal and other policies
In 2006, the Ministry of Energy and Kenyan Association of Manufacturers (KAM) established the

Centre for Energy Efficiency and Conservation (CEEC), which runs energy efficiency and

conservation progrars designed to help companies identi$ energy wastage, determine saving

potential, and make recommendations on measures to be implemented.aE Some of the key products

offered by CEEC include energy audits, specialized training, and the Energy Management Award.

{ Kanya Nliural Brrear of Stdigics (2020) Ecmomic $rvcy 2020. Available: !Ut:.. ..1_sl--_"! tv-c,1
,1,-i,1,!.,:r,,.,11" ,,.plt!-Ll s xi rcrali rcl lcl(iourrrerrrv I 1990 j/}.N []S Lr,,,r,.rl,1f_.S,:lff--,?0?gUll

'J Govemmcnt of Kaya (20t9). Third Medium Tcrm Plm III. The N*ional Treasrry and Planning ganeral press release.
6 Governrnant of Kcnya (2015). Krnya S€cond Ndional Communicaim to thc (hitcd Niims Framcwork Cmvcntim on
Climatc Changc. Nalimal Elvircnmcnt Managanant Aurhority (NEMA)
4? rtt1,. ,,,r ', ,r u,rrrr!:.tr:!lttgl:!qg1..-r1qi\1.-U!r_r1&!Lr11!!r!'cl r n-$rsl r\,,rrr!.,,!L!!&_g!l--_!r_!.!lfO!!_!!.
{ lttt1,. .. L,tttr-, ,r k,r/(rlrr.-,J-j.-.r'i ta(.,\/
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In t e rnat i on a I e xp e ie n c e

Most countries that have introduced carbon pricing (as discussed in section 3.7) ensure tbat thecoverage of the scheme includes emissions associated with industry and heavy manufacturing.

Beyond this, international experience tends to relate to providing tax reductions forenvironmentally sustainabre activities. For example, vAT (or equivalent) exonptions to supportgreen manufacturing outcomes have been particularly popular and successful in middle-incomecountries' In 2003, I I Brazilian states and the Federal District agreed to grant a 60% ICM5 (similar
to vAT) exemption for businesses that deployed used polyethylene terephthalate (pET) bottles asinput for adhesives in the plastics and packaging industry. The exemption made the use of usedPET bottles 10-20% cheaper than previously lOenny et al., 2013).a9 The program led both torecycled PET bottles making ry 63% of the plastics and packaging naustry's rnr input, and
demonstrated the profitability of recycling policies. Denny et al. (2013) estimate that just one large
factory's participation in the program saved its municipality us$362,000 in landfill fees over fiveyears.

Similarly, in the South African city of eThekwini, businesses are given a tax rebate of
US$0.O7lkWh for energy savings they accrue (SA Green Building Councii, 20l9y.so To claim the
deduction, businesses must be able to show the energy savings over l2 consecutive months, when
compared to the previous 12 months of baseline measurernent. The prog.am has been of particular
interest to industry where, in some instances, customers save up to 3o%oon their energy bill in
addition to the rebate.

3.10 Transport

Situational context

An efficient transport system and network is key in spurring national and regional integration, and
promoting trade and economic development. Kenya's modes of transport include: road, rail,
maritime and inland water, pipeline, aviation, and non-motorized and intermediate means of
transPort. Kenya's transportation is critical for economic growth. However, as discussed in section
3'6, its transport infrastructure is also increasingly exposed to the challenges of weather variability
and climate change.

According to the Kenya Economic Survey (2020) (Govemment of Kenya,2020), the transport and
storage sector grew by 7 .8% in 2019 compared to 8.5 o/o in 2018. However, the sector is heavily
reliant on fossil fuels, especially road, rail and maritime and inland water transport. According to

I Darny, D. M. T., A F. P. Pedm, K. C. Mekhitarial E M. Silv4 K Fiorini, t Libardi, A Onotrara & Mcdici, F. (2013)
Estlrnulos Fiscais para a Economia Verde. Rctrievcd frorn:
hltp://www advanccsinclcarcrprodrctioo.nct/forrth/6les/scssocs/5A,r?/darny_ct_alworkpdf
t0 South Africa Grccn Building Council. (2019). lncartivcs to build grc€n irl. Sorth ifrica.'Rarieved frorn:
https://gbcsa org. zalincant iycs-t o-hr ild-grea- in -sorth -africa/
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Current fiscal and other policies

Under the Excise Duty Act 2015, there is a graduated system of import duty for vehicles of
different cylinder capacity. Fully electric -powered motor vehicles face only a l0% duty charge,

rising for vehicles with intemal combustion engines to 35% for imported vehicles of more than

2500cc engine capacity.

However, there are some transport measures in place that are not consistent with the objectives of
the green economy. For example, relatively lower tax rates are applied to petroleum products than
elsewhere in the economy. Additionally, there is a 50% capital expenditure deduction on the year

of first use ofa petroleum or gas storage facility. Tbese are externalities which need to be corrected
through the inkoduction of carbon taxes.

Int e rnati onal exp e ienc e
Transport fuel taxes are already very common in many countries. However, given that the carbon
intensity of diesel is roughly 13% higher per liter than that of pehol, a more environmentally
aligned tax system involves taxing diesel at the sarne rate as or higher than petrol is needed. South
Africa is a rare example of a nation which taxes the two fuels at close to parity, at US$0.38 and
US$0.37 per liter of petrol and diesel, respectively (SA Revenue Service, 2020a).52

As well as altering the conzumer price of fuels, fiscal policies can influerce the price of vehicles.
In Mauritius, for example, a vehicle feebate means that those purchasing vehicles with a fuel
economy above 150 gCOz/km are taxed, whereas those purchasing vehicles below the threshold
are granted a rebate (UNEP, 2017;.:1 14"*tius has also waived a 50% import duty on electric and
hybrid cars, as well as the registration fee. These incentives have led to the importation of more
fuel-economy vehicles, with the number of hybrid cars being imported doubling each year between
2010 and 2013. The average fuel economy of the national fleet improved from lg6 gCo2lkm in
2005 to 169 gCozllon in 2013.

tr Suswddr Kenya, (2017) Fmissions Baseline projections Repoft. Available:

--ii, .. ,,rr(t 1, ..r1:1 .qlrrlll.llll_.\_t..1,.1,r_!lqr.,_1r,,,_L.1,.,.r..,1., ,. .:r,.-Ltr,r!t2 South African Revanue Scrvice. (2020b). Taxatim in S*tt, Ati"". nar,.vcd from:
https://www.sars.gov zalAllDocvopsDocVGuides/LAPD-Ge(!ct}l%2o-%2graxation%2oin%2osotrth%20Africa.pdf
rl LINEP. (2017). Global Trcnds toward Morc Fucl Eco<romy vJi"to na;"r"A fro.n,
http://airqualityandmobility.org/pCFV/pDFA{amibia_CIobalTrards. pdf
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Kenya's 2017 Emission Baseline Projections Report, the transport sector is the fourth largest GHG

emitter after agriculture, electricity generation, and land-use change and forestry (LULUCF)

(Government of Kenya, zol7).st A lack of effrcient road and rail public mass transit systems means

that private traosport is most prevalent, which is the main driver of transportation GHG emission

growth.



3.ll Waste management

Situational context
The waste sector contributes to climate change, accounting for about 3yo of totalnational GHG
emissions in2020.sa This is a very small contribution in comparison to sectors such as agriculhue,
forestry, and energy. Waste managernent creates additional benefits, however, such as the need for
adequate waste treatment to avoid polluted air, water, and soil that cause significant health and
environmental problems. A growing population and industrialzation mean thlt pressure on waste
services will grow in future decades.

The waste sector is also a significant source ofblack carbon through open burning of uncollected
or illegally dumped waste, and transport of waste by outdated heavy-duty vehicles. In addition,
uncontrolled Ieachate contaminates groundwater and some ofthese contaminants are carcinogens.
Waste in the environment harbors pathogens and irrcreases the incidence ofvector-borne diseases.
It is therefore not only an important climate challenge, but also affects every aspect of life for
millions of people in the country and around the world.

Moreover, waste management being largely devolved, most counties lack adequate infrastructure,
governance mechanisms and dedicated funding for effective and sustainable waste management.
Many have not set aside land for building waste management infrastructure. Initiatives to date have
also not fully tackled the fundamental problems of waste minimization and re-use as core elements
of the circular ecoflomy: waste collection, waste sepa.ration at source and recycling, compost
production from organic waste, and final disposal of non-rccyclable waste in secure engineered
facilities.

Current fiscal and other policies
The government of Kenya's main guiding approach to waste management is the .zero waste
principle', as set out in the National Solid Waste Management Strategy which aims to protect
human health and the environment. Recycling, composting, waste minimization, and industrial
symbiosis are important elerrents of the Strategy.

Kenya has in place a sustainable waste management policy (2021) that aims to hansition the waste
sector in every county away from low collection rates, illegal dumping and unregutated dunpsites
toward affordable waste collection, recycling and composting, and secure final disposal in
engineered landfills for the rernaining fraction of the waste sheam. The policy also aims to increase
the value of waste along the waste management value chain by deploying industrial processing
activities that create new products or sources ofenergy through re-using, recycling, or composting
waste.

5'hnps//clim *caa isrtrackcr. org/cdlntries/karya/policies-
actiml#:-:text=ln%20202B/.2e/o2fihcYo20wa9.eo/o20*.or,in&srislis*ion%20ofll"2Ohe%2OKaryan%20cconomy
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Further, the Sustainable Waste Management Act2022 was signed into law on 7th July 2022 to

enforce the circular model. The sWM Act and poticy domesticates global best practices in waste

manag€ment whereby producers are expected to invest in eco-design technologies and products

that arc reusable and recyclable and this contributes to reduction in waste' The producers are also

expected to take back their products at the Post-consumer stage. The SWM Act and Policy requires

waste generators to segregate waste at source into different fractions and ensure appropriate

transportation of the same by licensed waste service providers to a composting or a material

recovery facility and not to the dumpsite.

The Government in collaboration with the private sector has also developed (draft) Extended

Producer Responsibility (EPR) Regulations (2022). The EPR Regulations require producers to

take care of their products and packaging at post consumer level through five categories of

Producer Responsibility Organizations, to ensure eco-design of products, seamless collection,

recovery of valuables, appropriate recycling as well as disposal in sanitary landfills' The SWM

Act, Policy and EPR regulations aims to have additional financial resoruces available towards

waste management as they are anchored on ttre polluter pays principle ensuring active participation

by producers and waste generators.

The Kenya National Environmental Policy 2013 proposes the use of'fiscal incentives to encourage

waste minimization, recovery, reuse and recycling (he 3Rs)'. Similarly, the Kenya Waste

Management Nationally Appropriate Mitigation Action (NAMA) 2017 underlines the importance

of promoting'the use of economic incentives to manage waste'.

A national ban on single-use plastic carrier bags has been zuccessfully imple'meuted, significantly

reducing plastic bag waste, roadside litter, and the volume of plastic transported to Kenya's

dumpsites.

In t e rna ti on a I exp e ienc e
Other countries around the world use fiscal policies to support more zustainable waste management

practices. For example, Bangladeshi authorities have focused on improving the rate of waste

recycling with a package of fiscal incentives including:

5l
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. Tax holidays for five-ten years for all waste treahnent and recycling plants
o Reduced import or excise duties on relevant waste management equipment
. Use of its Climate Change Trust Fund to promote public awareness of the 3Rsss

These incentives are applied only to formally registered waste treatmert and recycling enterprises.

Concurrently, the govemment has tried to encourage composting of organic waste by introducing
a sales tax exemption on sales of compost and tax breaks for composting companies, although the

eflicacy of this has been offset by continued subsidies for chernical fertilizers.



3.12 Cross-cutting issues

Green Investment
The banking sector in Kenya is an important source of investment finarce for green projects. In
2018, for example, it provided KEs 27 billion in climate finance. Financing includes lending to
renewable energy projects, providing credit lines for energy efficiency (like solar installation forlighting and water heating) and wastewater managernent in the hospitality industry, and financing
tree planting projects.56

Foreign Direct lnvestment @DI). Kenya is one of the largest recipients of FDI in A-frica, totaling
US$ I '3 billion in 2019.5? The largest share of FDI was directed to ICT, health and the extractive
sector (oil exploration and production). However, about a third was directed to climate-related
investments, mainly renewable energy.5s

Green Bonds: Kenya has made significant efforts to develop its Green Bond market, including
initiating the Kenya Green Bond agenda in 2014 arrd collaborating with the Kenya Bankers
Association and Capital Markets Authority to implement the Kenya Green Bonds program. This
led to the development of Nairobi Security Exchange listing rules and the issuance ofKenya,s first
corporate Green Bond in 2019. ln2017, the Kenya Green Bonds Market program was launched
to arcelerate the market acceptarrce of green bonds, facilitate climate change mitigation and
adaptation investnents, and improve regulatory and market capacity and knowledge on sustainable
investments. It is worth noting that, despite the progress made, there are currently limited
opportunities for Green Bond iszuances in the immediate term in Kenya. Furthennore, further
transformations are required for Green Bonds to be issued at scale in the country.

Capital Markets. To date, Kenyan pension funds and other domestic institutional investors have
been hesitant to invest in green products originating in Kenya. However, Kenyan green financial
products such as the first corPorate green bond have athacted interest from foreign institutional
investors. This zuggests that there is signifrcant potential to engage the interest of domestic
institutional investors and make Nairobi a hub for green capital markets in the region. As a source
of long-term finance, capital markets, both public and private, have an important role to play in
the financing of green investnent in the country.

More private sector participation in the national climate cbange discourse is needed. The private
sector needs to be made more aware of existing green investnent opporturities. There is a

56 CPI (2021) The L,andscapc of Climate Financc in Karya. Availablc *: https://www.climacpolicyinitiaivaorg/prblicatimihe-
landscape-of-climatc-fi n arce-in -kanya,/
r7 UNCTAD (2020I World Invcimant Rq]on: Intcmdional Prc&ctim Beyond the Pardernic. Ilnitcd Ndiooq New yort.
rt CPI (2021) The Landscape of climate Finance in Kanya. Available at: hnps://www.clim*cpolicyinitidivcorg/trrblication/the-
landscape-of-climate-fm ance- in-kanya,/
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particular need to diversiff the projects which are attracting private finance: a recent report by the

National Treasury and climate Policy Initiative showed that over 91Yo of pivate sector funds were

directed to renewable energy generation projects'

Another challenge is promoting new green innovation investment. Despite the progress Kenya has

made on institutionalizing research, technology and innovation - such as the National Commission

for Science, Technology and lnnovation (NACOSTD, the Kenya National IDnovation Agency

(KENIA), and the National Research Fund (NRF), the National Envirorrnental Trust Fund

(NETFUND) and the world Bank-sponsored Kenya climate Innovation center (KCIC) -
challenges still exist. These primarily relate to the fngmented approach where research institutions

work disjointedly among themselves and not with industry. These weak linkages contribute to a

mismatch between industry needs and what the academia and research system produces. In

addition, technologies take too long to move through ttre innovation stage as innovators lack the

capacity to develop technology, enter the market and corrmercialize products. The current

structure has not zuffrciently supported Kenyan irmovators, rezulting in most green technologies

being produced overseas and imported.

To engage the interest of domestic institutions and attract private sector participation in green

inveshent, the govemment is committed to developing a green bank referred to be referred to as

Kenya Green Investnent Bank (KeGIB). The bank will provide a mnge of funding instnxnents

and associated incentives to support the private sector in overcoming barriers to making green

investment at scale.

Carbon tax and Carbon trading

By 2022 and 2030, Kenya's combined GHG emissions from Forestry, Electricity generation,

Energy dernand, Transportation, Agriculture, Industrial Processes, and waste is projected to grow

to about 100 and 143 million tons of carbon dioxide equivalent (MtCOze). In 2030, the highest

amount of emissions would come from the energy sector (electricity generation) followed closely

by Transportation and Agriculture. Out of the total 143 MtCOze, the National Climate Change

Action Plan (NCCAP) of 20 I 8 -2022 projects that Kenya has the technical potential to reduce 60%

of 85.8 MtCQe by 2030. The actual mitigation potential of each of the key sectors depends on a

number of frctors that range from policy, resoluces, priorities, to the practical implementation
practically of the potential mitigation.

To facilitate the switch to clean energy and foster the 'polluter pays principle, the govemment
should consider implementing a carbon tax. Correct carbon pricing will send a right signal to
markets and private investors which is pivotal in creating an enabling environment for private
investment. Carbon trade provides opportunity and impetus for gainful establishment and
maintenance of carbon sinks. To promote efforts to cut down carbon emissions, concessionary

incentives reward adoption oftechnologies and processes that limit greenhouse gas emissions and
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59 A govemment regulatory progran designed to limit, or
carbon dioxide, as a rc$lt ofindusrial activity.

r' , the total level of ernissions of certain cherrricals, particulady
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reduce carbon-miles should be considered. Developing and naturing strategic mechanisms thatoffer opportunity for carbon kade and incentives for reducing the carbon emissions wilt translate
to sustainable socioeconomic gains.

In te rnatio nal experienc e

More than 40 govemrnents globally have inrplemented a form of carbon pricing, whether it be
through direct taxation on fossil fuel producers or cap-and-trade programs5e. European countries
have been the frontrunners in implementing co: taxes that are now implernented throughout t5eworld' The first cO taxes were implemented at the beginning of the l99bs in the Nordic and other
European counties. Particularly, Sweden, France, and Canada have made the greatest efforts to
introduce carbon taxes and provide an interesting, albeit zuccessfi.rl, contrast inLir experiences
over the past decade' From the 1990s tbrough 2020, all three counties recorded a clear decoupling
of coz' Additionally, from 2005 to date, the total primary euergy and coz emission for the three
countries have decreased by loo/o and lS%o respectively.

on the regional front, South Africa recentry introd,ced carbon taxes to achieve national coz
emissions reductions targets set for 2025. While South Africa's tax rate of R46/tCoze is considered
extremely low under global standards, the government considers the move a good starting point
and projects to increase the scope oftaxable emissions going forward. Ethiopia-has equally shown
considerable interest in pursuing carbon taxes to help meet ambitious GHG mitigation
commitments in its NDCs. However, the country is yet to concretize the ambition through a
legislative framework.



CIIAPTER4: GREEN POLTCY ACTIONS

The actions described in this chapter are split into two sections. The first sets out the areas offocus

for each of the individual sectors described in Chapter 3, while the second describes some key

cross-cutting policy actions that can have an important impact in supporting Kenya's green

development agenda in many different s@tors.

4.1 Sector-specific fiscal actions

Specific green fiscal policies are required for specific sectors.

This section outlines policy actions in the I I soctors identified in Chapter 3.

4.1.f Disaster risk management

The national and county govemment will purzue the following actions to reduce the devastating

impact of climate-related disasters in Kenya.

Flood control measures. To address the problem of perennial floods and related risks, the
govemment will put in place measures to increase funding and strategically preventative resilience
measures for flood control projects such as dikes, dams, catchment and riparian reserves.

Promote crop and livestock insurance. To cushion farmers from loss ofcrops and livestock, the
govemment, in collaboration with insurance providers, will put in place measures to scale -up
climate-oriented insurance programs. This will include a consideration of whether to provide
additional subsidies to reduce the cost of insurarrce for farmers without discouraging appropnate

risk-reduction behavior. It will also include options for the design of innovative weather-based
insurance products. The govemment will also consider options for increasing awareness, education
and training around the role and value of crop and livestock innrance, especially in the provision
of agricultural extension services at the county level.

Disaster risk financing. To ensure that it has sufficient funds to respond to inevitable disasters,
the govemment will promote the use of innovative disaster risk-financing instruments like
catastrophe (CAT) bonds, risk pools and contingency bonds as well as sovereign and subnational
level disaster management fimds. This will be complemented by the Kenya Sovereign Green Bond
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This chapter sets out a series of green fiscal policy actions ofparticular interest to the govemment

of Kenya. In the coming months and years, the govemment will look to develop specific

recommendations in these different areas, building on the intemational experience and current

Kenyan context described in Chapter three (3), while recognizing the goals, objectives and

principtes described in Chapter two (2).



Framework, which provides a clear set of protocols for identiffing the responsibilities of different
stakeholders in relation to the use ofsuch financing in the event ofa disaster.

climate information services. To enhance climate information services, the national and county
govemments will increase funding for meteorological services and Early Warning Systems (EWS)
and climate information systems including dissemination of weather information] and provision oftax incentives for early waming equipment.

Compensation fund for climate impacts. To cushion the vulnerable and marginalized
communities from the extreme weather and climate-related events, the govemment will increase
funding for resilience building and safety net programs.

4,1.2 Water and the blue economy

To both reduce the risks that climate change poses to the country's water resources and to exploit
its huge blue economy potential, the national and county governments wil undertake the
following actions.

Enhance water harvesting and storage. To address water shortages, the national and couaty
govemments will implement fiscal measures to enhance acquisition, affordability and access of
equipment used for water harvesting and storage including roof catchment, water storage tanks,
ensure strict quality controls on water storage tanks, construction of underground tanks, d.ikes and
gabions in flood-prone areas.

Promote water use efficiency. To ensure sustainnlls use of the available water resources, the
national and county governments will institute fiscal measures for innovations and equipment that
promote water saving, efficient use, and industrial waste water recycling and treatrrent. The
govemments will also explore the curreut system of water charging, with the intention of
developing a set of water tariffs that provide the rigtrt incentives for water use efEciency.

Elimination of invasive species. The national and county governments will zupport research
technology and innovations in the sustainable management of invasive species such as water
hyacinth

Promote sustainable fishing and restoration of coastal and freshwater ecosystems. To address
the challenge caused by uncontrolled and unzustainabte fishing, the govemment will impose tax
measues on large-scale fishing companies and trawlers. Additionally, the government will
introduce fishing quotas to establish quantitative upper limits for frshing catches with quota rights
either being non-tradable or tradable. In addition, along the, the govemment will put in place fiscal
measures for restoration of shallow coastal water ecosystems, such as mangroves, tidal marshes
and sea grass beds to. Second, the government will promote sustainable fishing along the Kenyan
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coast by. Quotas would establish quantitative upper limits for fishing catches with quota rights

either being non-tradable (as is the case in Namibia) or tradable (as is the case in Iceland)' Quota

policies would be budget-neutral if distributed for free, or a source of government revenue if
auctioned. Similar measure will be instituted on the fresh water lakes such as Victoria, Naivasha,

L. Baringo, L. Turkana, among others.

Restore degraded deltas and wettands. Wetlands are essential life-support systems and play a

vital role in controlling water cycles. However, a growing population, togetlrer with the need for

increased agricultual production, has led to substantial pressure on the deltas and wetlands' In

view of this the govemment will develop fiscal instruments such as PES to promote private sector

participation in the restoration of degaded deltas and wetlands'

Protect riparian land in arid and semi-arid areas

In order to promote sand storage dams and water pans for livestock and small-scale cultivation,

the government will provide an enabling environment through incentives towards these adaptation

programs.

Provide green shore power as a viable alternative to contribute to emissions reductions at

Kenya's seaports.

In order to promote investment lp sqtd ilsning as an alternative marine power to cover the energy

demands of ships calling at the ports, the govemment will consider providing incentives to

investors in green shore power supply

Provision of appropriate reception facilities for the control of emissions from ships

To control GHG emissions from the anticipated increase in the ntunber of vessels coming to

Kenya due to the expansion of the Port of Mombasa and the construction of the lamu Port, the

government will promote ttre establishment of vessel reception facilities that will ensure ozone

depleting substances and vessel equipment containing such are handled and disposed

appropriately.

Promote investnents into low carbon ship bunkering infrastructure

4.1.3 Health and sanitation

Recognizing the threats that climate change and other environmental risks are posing to the

health of Kenyans the goverrrnent will undertake the following actions.

Combat increased incidence of malaria and other vector borne diseases. Climate change has

rezulted in an increase in the number of cases of malaria. The national and county governrnents

will provide frmding for research and irurovation to control mosquitoes in an environmentally
friendly marurer, to help combat the increased malaria incidence.
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Handling & disposal ofhazardous & toxic waste. Hazardous waste poses a threat to both humanhealth and the environment when handled improperly.5. Th" nudonui ;;;";ent, working withcounty govenrments, will put in place and/or implement more financially punitive measures forimproper handling of hazardous materials *"h u, 
^".u.y, cyarude and lead.

Promote energy effciency in health facitities. Energy is a prerequisite to quality healthcare,given that most life-saving-medical equipment requires power to operate. Having energy-ef6cient
medical equipment will help improve access and availabrlity of quality and affordable healthcare.The. govemment will provide fiscal incentives for the importaiion of 

"ne.gy-effcient medicalequipment' Additionally, the national and county govemments will support in the installation ofrenewable energy standalone mini off-gnd systems in health facilities.

Promote use of organic pesticides. The excessive use of inorganic/harmful pesticides poses athreat to human hearth and the environment, especially with prolonged use and exposure. Inaddition, using such pesticides contributes to an increase in acute,"rpi-tory infections from theresulting air pollution' Promoting the use of envirorunentally friendly bio-degradable pesticideswill help reduce the effects of inorganic/harmful pesticides. The natioml ana county govermrentswill therefore provide fiscal incentives to promote production, preferential procuremetrt and useoforganis pesticides such as pyrethrum based (pyretbrin)

support surveillance of climate-related health risks. The effects of climate change will lead to
increased emergence and re-anergence of disease outbreala such as Malaria, Rift valley Fever
and the East coast Fever. [n response, the national and counfy goverometrts will provide financial
support by allocating funds to the surveillance of climate-related hearth risks.

4.1.4 Agriculture, Food, and Nutrition Security

The agriculture sector is both exceptionally sensitive to climate chrnge, which in turn threateus
the food security of Kenya's vulnerable population, and a significant source ofGHG emissions. It
is also a source of, and is exposed to, a range of further environmental risks. The govemment will
therefore explore a range of fiscal policy response measures, as follows:

Water-saving irrigation systems and strategies. Overreliance on rain-fed agricglture and
outdated non-water-saving irrigation technologies hampers adaptability to climate change for
farmers. The Government will support irurovations in the development of water hawesting and
irrigation infrastructure including drip irrigation systems and strategies like deficit irrigation6r and

@ Hazardous substanccs or wa$c arc defined as substanccs q wastc that pos€ a thrcat or cauc harm to thc
cnvironmcnt and/q human hcalth.

Outsidc lhcsc ltriodl ilrigat ion is litrt itr"'d or cr crr ulncccssaru il liriuiall pror idcil nr in irnur-rrr srpplv ol i.ar,",r..
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partial root zone drying62 are technologies with potential for saving water which will be beneficial

"omp-"d 
w.ith the spri::kler irrigation system currently used by farmers. The govemment will

th"r"for" provide incentives to promote technologies for water-effrcient irrigation systems

Reduction of post-harvest losses:

A lack of adequate storage of agricultural produce and poor post-harvest practices translate into

low commodity prices, poor access to credit, and an ineffrcient agricultural value chain for small -

scale farmers in Kenya. Tlre result is to exacerbate food insecurity and increase the hunger risks

posed by climate change.

To reduce post-harvest losses, the govemment will promote agro-processing and provide

incentives that are aimed at increasing adoption of post-harvest storage technologies and

equipment zuch cooling plants, on-farm storage technologies such as hermetic bags.

Green technology in crop production. The full potential of arable land productivity in Kenya

has not yet been realized. Moreover, it is rare across Kenya to apply and utilize green technologies

and strategies to promote zustainable productivity, even though these measures would improve

food security. The government will incentivize the use of green technology and appllng

sustainable strategies in agricultural production. In particular, the policy will promote through

fiscal policy interventions the use of izlegra ted crop management technologt, organic farming
and the use of low carbon emission equipment for cultivation.63

Livestock production. The govemment will explore opportunities and fiscal incentives to

promote the adoption of improved adaptive and resilience technologies to increase livestock

production and productivity by 2030. Additionally, the PES, discussed in section 4.25, will also

have a strong impact on the land-use decisions and practices of farmers across the country.

Cooperative development and climate smart agricultural practices. Kenya faces ever growing

fluctuations in climate and food prices which directly affect households' food acquisition and

allocation. This raises food safety concems. Additionally, population growth puts increasing

pressure on land that is available for cultivation, thus exacerbating food insecurity in the country.

In particular, population pressure has led to arable land fragmentation which translates into
inefficient allocation of resources (labor and capital) Ieading to increased cost of production, and

unsustainable farming.fl To support advancements including land consolidation and

mechanization and, herrce, promote large-scale crop, livestock and fisheries production and value

in lx)cclisirt g tonra( o. 'l ltr .louuul ol l loni<ultuurl S< ian<a anl lriotK.futolo{- ll9(4). ]tt9-196.
6! Deere & Cotnpany. (20I 7). Incantivizing sr$ainability in Agricu lturr. Prcss release. Retrieved l Sth Febmary 202 I trun

a Cicl12. A., Caballc'rtr, J.. Galpcrin. D.. Makoka. D.. Olson. J.. rurd Gcnuil|l. C. (](]15). Krlrya Agric!ltural Sccror Risl<

Asscssm!\rt.
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addition, this policy will incentivize cooperative development and prudential management throughprovision of performance based cooperative grants and concessionar loans.

Degraded land rehabilitation
The government will also explore and introduce the opportunities for govemment programs toprotect and rehabilitate degraded lands such as degraded landscape restoration deal scheme(DELARES), so that they can be used for sustainabL agriculture. A similar program rn SouthAfrica was designed to tackle the proliferation of invasive alien plants, which crowd out nativespecies, overwhelm ecosysterns, impede agric,rture, and exacerbate drought. Since its
introduction, the program has led to the clearing of such plants from over 3 million hectares ofland, improved water quality and security, and the employment of over 300,000 peopre.

4.1.5 Forestry, wildlife and tourism

Forestry, wildlife and tourism is at the forefront ofboth Kenya's mitigation and adaptation efforts.
The proposed fiscal actions for the forestry sector include the followi-ng:

Incentivize tree growing and management. The govemment will promote tree growing,
manageffIent and protection of gazetted forests to increase forest cover to l0o/o. This would also
restore and conserye water towers. The govemment recorrmends planting on both public andprivate land. options include: a tree-growing guarantee scheme (T2Gs), permittrng the cost of
seed preparatiog certification, nursery registration and tree planting on public land to be an
allowable expense for the purpose of tax computation; awarding tradable carbon credits for
compani6s that invest in tree planting; creating irpentives for commercial plantations which can
be used as a zustainable source of raw materials in the funue; awards and recognitions by
govemment for firms that participate in tree planting; concessionary loans to support business
operations for those tbat invest in tree planting and govemment grants to growers. on the private
land, the law requires that at least 10% of the land to be under tree cover. Diversified trees grown
and managed on more than l0% of an individual land will be verified and compensated based on
graduated scherre/scale i.e., the higher the percentage the higher the amount ofcarbon credit to be
earned to 2 s1n{6rrm of 50% of the owned land.

Ecological fiscal transfers (EFTs). The National Treasury and the Ministry of Environrnent and
Forestry will work with the CRA to come up with an EFT parameter in the revenue sharing formula
for allocating more resources to strengthen the capacity of the counties in preserving
environmental and ecological functions. This EFT approach has been used in India and a range of
other countries to provide sub-national adminishations with a stronger incentive to preserve and./or
restore forests.

Payment for ecosystem services (PES). The Govemment shall promote responsible for
environment and ecosystem matters in collaboration with relevant sector ministries will fast track
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incentives that support the adoption of bioengineering6s for road infrastruchre thlough the private

and public sector (county and national) collabontion.

Integrete the circular economy into infrastructure development

The use of recycled materials in Kenya's infrastructure rernains low yet these materials present

significant social economic benefits and opportunity to enhance sustainability and resilience of

infrastructure. To realize the sustainable development benefits, the govemment will provide fiscal

incentives in the use of recycled materials in infrastructure development.

Support the circular economy in construction. To encourage the use of recycled materials

within the construction sector (see the example below of Aushalian state of Victoria), the

govemmert will provide incentives for building materials locally manufictured using more than

40Yo recycled content in their production. The government will also provide incentives to

encourage the establishment of facilities for the collection for resale and re-use of construction

waste and materials. The government will also impose fees or levies on contractors to fund

construction waste disposal that does not meet prescribed procedures of re-use and re-sale.

Support green building development. The govemment will provide incentives to developers that

meet the requirernents for green buildings specificationJcodes. These include the design,

production, importation and sale of alternative green building and construction technologies and

materials. This will also include solar passive architecture to improve aeration and lighting in
buildings (Energy Management Regulation, 2012). In addition, the government will incentivize

research and development, for innovative technologies on green buildings and sustainable.

Supporting Adoption of Water and Energy Efficient Infrastructure: The govemment will
incentivize construction of water and energy efficient buildings. In addition, all the design ofnew
public buildings will integrate water and energy efficient m€asures in their construction and

functioning.

4.1.7 Renewable Energy

To promote Renewable energy production and deplop, ent and increase consumer corurectivity
the govemment will:

Phase-out fossil-fuel-based thermal electricity, The government will provide fiscal incentives
needed to lower the cost of renewable energy relative to fossil fuel intensive energy sources. This

65 A srbsa of grean infraslructure that uscs vegdation to serve an anginecring function. The mog ccrunon uses of
biocngineering includc soil strface protcction again$ crosion, soil *abilization, and improved drainagc functions
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the development of PES schemes to incentivize scaling up of conservation and restoration
programs' In developing PES proposals schemes, the govemment will shall ensure that theschemes benefit sharing mechanism is inclusive, transparent and equitable for all actors including
are designed to benefit the poorest households' communities engaged in conservation efforts. The
proceeds of carbon pricing will be used to fund these schemes. This has been demonstrably
successful in scaling up ecosystem conservation and restoration schemes in developing countries,
especially in tatin America.

Integrate afforestation and reforestation into REDD+ and Carbon trading design. As part of
the design proposals for a carbon tax scheme (discussed in section 4.t.2 abovl), the govemmentwill consider opportunities for companies to reduce their tax liability uy purctr"slng offsets from
forestry proj ects. This has the potential to extend a carbon price signal through more sectors of an
economy and can help leverage the existing forestry project management capacity in the country.As discussed in the previous section, a ftrnge of other jurisdictions have integrated these
opportunities within their carbon pricing schemes.

Concessions and Public Private Partnerships: The govemment will provide incentives and
long-term concessions for promoting tree planting and growing on public and private lands;
improve saw milling technorogies, production or mgl-quarty ,""airrg and rrass timber
technologies.

Commercial Forestry: The govermnent will provide incentives to spur for investrnents in
commercial forestry and importation of sustainable timber.

4.1.6 lluman settlements and infrastructure

The approach that Kenya takes to designing, constructing and using is buildings and infrastructure
can make a substantial difference to its resilience to climate hazards and further support Kenya,s
NDCs ambitions. The fiscal policy and other measures that the goverunent will pursue to ensure
that these infrastructure and buildings support low-carbon, climate-resilient developrnent are as
follows.

Enhance the climate resilience of roads. Kenya's road network is wlnerable to climate change
impacts such as floods due to structural imbalanc€ between the natural ecosystern and the built-in
infrastructure considerations. To climate proof the road network, the National Treasury will
include climate-resilience criteria within Public Investnent Management @IM) Guidelines for
funding infrastructure projects and enhance the incorporation of the concept of'roads for water'
in the design and construction of roads (see box below). The government will also provide
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Development of alternative transport fuels. Incentivize production of alternative transport fuel

sources such as bio fuels (biogas, bioethanol, bioLPG, biodieset) and green hydrogen.

4.1.11 Waste management

The govemment's actions in greening waste management value chain will be consistent with the

Sustainable Waste Management Policy of 2021 and Sustainable Waste Managernent Policy Act,

2022.The govenrmetrt will provide the following fiscal actions:

Development of Material Recovery Facilities @RD. Provide incentives for waste recovery

facilities, circular economy, incentivize sanitary landfills and disincentivize dumpsites

Incentives for private sector engagement in waste management. The government will provide

incentives to promote private sector involvement in the waste managernent sector, including tax

incentives, removal of investment barriers, creation of a conducive inveshnent climate, and

incentivize access to finance.

Encouraging circular business models. The govemment is keen in providing a range of
incentives to promote circular business models. These include incentivizing adoption of EPR

regulations, encouage recycling, offering preferential use of recovered materials over virgin
materials, and promote the procurement and use of recycled goods. Support innovative waste to

energy technologies

The govemment will develop a green investnent bank that will provide a range of funding
instruments and associated incentives to support the public and private sector in overcoming
barriers to making green inveshents at scale. Tbe irstitution will help address the perception
and/or reality tbat the capital costs and risks ofgreen investnents are too high, and the returns too
low. It would provide a ftrnge of financial instruments which could potentially include credi,
guarantees, risk-reduction facilities, debt equity and blendedfinance. It could also offer support
and expertise to financing recipients and provide incentives to develop innovative financial
instruments such as green bonds, blue bonds, resilience bonds and hansactions using carbon
credits.

The government will consult closely on the institutional design of a green investment bank.
Considerations include which sectors it might focus on, the extent to which it might provide
concessional versus market-priced capital, the products it might provide, and its appropriate
institutional home and govemance arrangements. The govemment currently expects that the new

4.2

4.2.1

Enhanced green financial intermediation actions:

Green investment bank
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Incentives for electric vehicles. The govemment will provide incentives for import, manufacture
and assembly of electric and hybrid motor vehicles, electric motorcycles, spare parts and EV
batteries. This will be necessary to support the transition toward low-emission and clean transport
systems. Options include tax incentives for electric vehicles, and the operationalization ofa feebate
system' The Government will shift to procurement of electric vehicles over the medium term.

Expansion of e-mobility infrastructure. The govemment will put in place fiscal measures to
develop and expand infrastructure across the country to support e-mobility and non-motorized
transport.

congestion charging. The govemment will explore development of a congestion charging

4.1.9 Manufacturing

The policy seeks to incentivize greening of industries and invesftnents in manufacturing andproduction of green prodrrcts to reduce the emissions intensity of the manufacfuring sector.
Incentives will be provided to manufacturers to undertake the product Life cycle Assessment
(LCA) Impact Report to access green financing. In addition, the following fiscal irrcentives will
be considered:

Promote efficient management of production systems. The govemment will provide fiscal
incentives to the private sector for innovative production, acquisition and use of efEcient
machinery to optimize the use of energy, materials and reduce waste.

Develop eco-labelling schemes. An eco-label identifies products or services that meets prescribed
environmental criteria. The govemment will prioritize procurement of products and services rhe t
are eco-labeled.

4.1.10 Transport

The Kenya govemment aims to use fiscal policy to promote sustainable transportation, both public
and private. The following are fiscal incentives to green the transportation sector.

Promote mass rapid transit: The government will develop a national transitional plan to e-
mobility as well as other green transport systems. This will include shifting public expenditure in
the transport sector toward sustainable mass rapid transport infrastructure. This will contribute to
reducing ernissions from the sector as well as reducing congestion and inefEciency in the public
transport system. This will be complemented with efforts to ensure that it is well-understood by
the lead implementors and the general pubtic.

scheme in the cities.
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Clean cooking targeting to achieve Universal Access to Modern Energy Cooking Services by

2028

To expand the clean cooking market and ensure clean cooking for all, partial subsidies and

performance-based incentives are required to support affordability and pay for public benefits;

explore fiscal instruments that catalyse and spru market innovations that can deliver affordable

cleancooking solutions at scale.

A range of incentives are desired to unlock and accelerate the transition to modern and clean

cooking. The options that will be considered include:

Incentives for clean cooking fuels and technologies. The govemment will incentivize and

encoruage the production, access and use of clean cooking fuels and technologies. This will
include targeted incentives across the clean cooking zupply and demand value chains. The
intervention measures will aim to enhance affordability, availability, safety, efficiency while
reducing exposwe to household air pollution. Examples of appropriate inno'r'ative approaches
hclude "pay-as-you-go" or "pay-as-you-conzume" models, and other innovative models such as

the "Mwananchi gas" progmm and smart metering for LPG. These incentives will also support
efficient biomass conversion technologies and reduction of upfront costs of clean cooking
solutions.

Investment in R&D of renewable energy: The Govemment will support investment in Researc[
Development and innovation on renewable energy as a means to close inherent information gaps
and embrace informed policy and decision mahng. This will also include incentive options for
private sector to conduct R&D.
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Enabling Markets for clean cooking services: To ensure a zustainable and inclusive market
system for clean cooking solutions, there is need to develop standards, establish stove testing
infrastructure across the counky to support voluntary labelling and certification system and
regulations to incentivize local production of cooking products and curb the proliferation of
counterfeit imported products.

Integration ofcooking into national electrification programs: To support the rnainstreaming of
electric cooking, it is imperative that cooking is embedded into electrification programs to leverage
from successes in both on and off-grid electrification. Towards this end, fiscal incentives could be
considered to promote the uptake of electric cooking. These would include duty exemptions and
VAT zero-rating for energy-efficient e-Cooking appliances (such as electric pressure cookers) and
establisbment of dedicated e-Cooking tariffs.



will therefore accelerate the development of green energy altematives and technologies to allow
the integration ofall variable renewable energy power. (National Energy policy, 20lgy.oo

Accelerate geothermal development. The goverrrnent will provide targeted incentives for
private investnent in geothermal electricity generation and other prodgctive uses. The fiscal
incentives envisage concessional funding and public support for early-stage investnents in
geothermal resource assessments, which will enable private investrnent ,rrh"r" f.oth.r.al is most
promising.

Expand off-grid elecfticity solutions. The government will incentivize off-grid renewable energy
options to enable access in areas far from the national grid. Tax exemptions and credits will be
considered.

Incentives for elechicity connection. The government will provide consumer-level incentives to
enable more households and MSMEs afford electricity connectivity through enhancing initiative
such as the last mile corurectivity.

Pursue an array of targeted clean cooking incentives. To scale up access to clean cooking
solutions. The Govemment will: Continue to innovate RBF desigrrs and applications for more
targeted incentives to promote sustainable market development and advance access to clean
cooking for all; C-atalyze technology and business innovations by providing incentives to players
across the clean cooking value cbains; and link incentive payments with verified results at the
output, outcome, and impact levels, thereby contributing to better heattb, gains in gender equality,
environmental zustainability, and inclusive development. This could take the form of conditional
or unconditional cash transfers or results-based grants that provide cash incentives to eligible
households.

4.1.8 Clean cooking

The Government affirms clean cooking as an important and priority component of its development
agenda. In light of this affrrrnation, and in response to various existing global and local
commitments such as SDGs, SEfoTALL and the NDC, the GoK commits to acc elerate actions in
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Continue to implement Feed-in-Tariff projects: These are pro-lects below 20 MW capacity for
all technologies except solar and wind. The latter are targeted to be procured through renewable
energy auctions. The feed-in-tariff projects are incentivized by pre-set tariff and expedited
procedures.

66 Covemmqrt of Karya (2018). Natiooat Energy Policy. Ministry of Energy.
;"'i,i'j,:r,,'ri,,,



institqtion will be given a clear mandate to support climate change mitigation and adaptation and

green growth, but it will be important to ensure coherence with existing and planned funding

institutions in Kenya.

The government recognizes the importance of developing robust governance and accountability

mechanisms, and appropriate staffing structures, if ttre instinrtion is to be successful in gaining the

confidence ofthe private sector and leveraging significant new capital flows. Throughout, we will

look to build on the growing intemational experience of green investnent banks observed across

the world, and ttre critical factors supporting their zuccess.

To direct investment to products and projects that have positive environmental impact, the

govemment will set up the Green Investment Register (GIR). The GIR will be a database of green

investments (building from a recent report, The landscape of Climate Finance in Kenya on the

road to Implementing Kenya's updated NDC, 202167), comprising national priority projects in the

green sector, flagship green projects and green public-private partnerships. Establishing this

database, and the information management system enabling investors to access it and intensive

resources mobilization, could potentially be early activities taken forward by Kenya Green

Investment Bank (KeGIB).

The govemment will promote green public procurement at national and county government level
by developing guidelines to include environmental parameters in procurement.

The govemment will work with industry leaders to identi$ green irurovation and technology needs
and review the research policies and strategies in order to align them with prioritized green

fl CPI (2021) The Landscape of Climate Financc in Kanya- Available *: https://www.climatepolicyinitiativaorg/prblication/the-
landscape-of+ lim *e-furance-in -kenya/
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There is a ftrnge of other complementary fiscal actions that the goverrunent intends to explore to

promote green investnents.

The govemment will reform and increase financial support of research and development in the

innovation and production of green technologies. Public funds that support green research, such
as NRF, NETFUND, and the National Climate Change Fund (NCCF), will be capitalized and
expanded to support innovation and local production/assembly of green technologies, enzuring
complernentarity between these initiatives and KeGIB. Particular attention will be paid to research
on and development of battery energy storage, energy optimization technologies, grid
infrastructure, light electric train, electric vehicles, tree growing and management, water
harvesting schemes, srnall to medium inigation systems, green buildings, payment for @osystem,
credit guarantees based on investors nature capital potential, demonstration projects and field
kials, and the expa.nsion of charging infrastructure.



research gaps and needs. The objective is to link companies and research institutions and deepen
existing linkages and cooperation on projects.

The govemment will implement regulatory 'sandboxes' for innovators to cushion them during the
early development phase. Such sandboxes can allow green technology firms to test innovative
products, services or business models in a live market environment, while ensuring that suitable
protections are in place.

The government will develop and provide financial and tecbnical support to green innovation and
incubation hubs for innovators and nascent green technologies.

The govemment will establish and finance Green Special Economic znne inall the 47 counties
through KeGIB.

4.2.2 Carbon tax

Recognizing the ability ofcarbon taxes to both cost efficiently reduce GHG emissions and also to
provide a revenue stream that catr be used to meet broader govemment objectives, the government
will explore the viability and design of a carbon tax in Kenya.
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CHAPTER 5: IMPLEMENTATION, GOVERNANCE AIYD INSTITUTIONAL ARRANGEMENTS

As the implernentation of the geen fscal incentive policy takes effect, it is essential to establish a robust monitoring, ev aluation, and

learning framework. This framework will enable the policy's impact to be closelymonitorcd and its effectiveness periodically evahuted

to draw essential lessoDs that will enhance its efflcacy over time. The evolving rurket context requires a flexible and adaptable approach

to governance and institutional arangements, and the policy's success will depend on the ability to respond to changes and emerging

challenges. The matrix below provides an overview of the policy's implementation process.

oNT
. MOTI
. MOEF

. Amout (KES) mobilizcd and

lent via gIecn inveshcnt bank

. GHG redustions sttibuablc
to grcsn investuent bank

investrncnts

o Percentagc increase in green

invcstsnents

. Number of rcsilient

infra$rudures
. Number of beneficiarics

accessing thc inwstnent
o Capitalizati on levcls

o DcsiF, dcvelop and instinnc a

gecn inve$mert bank

. Devclop ctcdit guaraftcc

instumcnts and schcrnes to
mhance acccss to financc by
gean investments

o Devclop financing

mechanismJinstrumcnts to

support acc6s to concessional

credit lines for gcen investmcnts

. Consult on priority sedors for
green invcstmeds

. Devclop a grecn rcgisler and

information systcm of prioritizcd

national grecn investrnqtts
podfolio 0egibility lisl)

Grecn investsnent bankCross-cutting

.NT

. MOEF

. Rcvanues raiscd through

carbon tax
o GHG rcductions adricved

tlrough carbon tax

o Dcsign and legsldc for carbon

tax in government budget

o Decide carbon tax rate, coverage,

and how to allocate rel/Enucs

Carbon tax
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raiscd and conpditiveness
provisioDs

. Complctc instihli oDal

architccture for monitoring and

compliancc
. Fund flood contol projects in

rclcvant countics

Water and flood control

measures

Disastcr Risk

Managcment

o Number offlood control
ects

o WWDA

Promotc of crop and

liveslock insurancc

. Dcvclop insurancc producls to
augmcnt cxisting crop and

live$ock insurance

. Number of insurancc products
availablc to farmers

o Adoption rate of insu.ance by
farmas

. IRA

.NT
o NDMA

Disastcr risk financing o Includc financing in$ruments in
rclcvant guidclincs for companies

operating in rclevant sectos

o Dsaster risk financing
instrumeots avail able to
Kcnyan busincsses

.NT

. DPs

o Private sector
o Allocate additional funding for

climatc information scrvices

Climatc infomation
servlces

. National covcrage for EWS
and othcr systems

o Establish a compcnsation fund to
provide funding to victims of
climate impacts

Compensati on fimd for
climate impacts

o Budgct allocacd to fund
o Percentage of vulncrable

people with aocess to medical,
live$ock and wcatha-based
index insurance

. Pcrcentage of vulncrablc
bencficiaries covercd

o NDMA
o Cormtics

FY
11t

23

. Providc mdcorologcal
information serviccs d thc county
levcl

r Conduct farmer raining on the

usc of mctcorological informaion
to plan their farming activitics

Suppoi community-based

weathcr monitoring for

indigenous pcoplc

. Numbcr of esablished
maeorological monitcing
systcms

. Number of farmcrs traincd

o MOALFC
o MET

FY

Z5

I
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trblc lcSeno
fimc
Frrme

c6

O MET
o MEF



I

. NWHSA

. MOWSI

.NT

. Amount ofnew equipmcnt

sold to farmas and

agriculturd companies

o Implemant fiscal mcasurc to

reducc acquisiti on/install ation

cost of equipmcnt uscd fa water

harvesting, stcage and flood-

mitigation infra$rudulc

Water and the Blue
Economy

Enhancc watcr harvesting,

storagc and flood
mitigation

o MOWSI
o MOTI

o Salcs of wata-use efficient
eguipment

. hstitute fiscal measurcs for
innovations and cquipmcnt that

promote cfficient use of wdcr

Promote water efficiency

o MEF,
o MOTI
. KIRDI

o Dcvelop fiscal policies to

encourage research and

innovatioru on the uilization of
invasive species (such as

hyacinth and mathenge wccd) as

raw materials

. Arnount of grants

commissi oncd for rclevam

research

Elimination of invasivc

spccics

. State Dcpt fcr
Fishcrics

. KFS

.NT

Promotc sustainable

fishing and restordion of
coastal ccosyslems

. MEF

. NEMA

. MOWSI

. Devclop fiscal i::strumcns to

cncoulage privatc scctcr
participation in thc r6toration of
dcgradcd wctlands

TBDo MOH
o KEMN

. Research rcports identiffing
methods and tcchniques for
bio-contol of mosquitocs

. Rcsearch grarts availcd for bio-

control of mosquitoc
Combat increased

incidencc of Malaria
Health and

Sanitation
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Pollcy Art/Secor Pollcy (Fbcal) Actlon Pollcy (ttcrl) Actlvltla Kcy Pcrformrnce Indlertor krd Acton (sce

tlblc lcglno
Tlmc
Frrmc

Cost

. Impose tax measures on larg+
scalc fishing companies and

trawlcrs to promote sustainable

fishing
. Implement appropriatc fiscal

policics for thc rcstoration of
shallow coaital water

ccosystans, such as mangrol€s,

tidal marshcs and sca grass bcds

o Fish stock levels
. Mangrove, tidal marsh and sea

grass area and carbon

sequestration

Rc,*oration of dcgadcd
wetlands

o Number of privatc companics

engaged in wstlands

restoration

2y22-26/2'7



Discourage impropcr

handling ofhazardous

wastc

o Increasc in numbcr of
institutions adopting propcr
waste managanent

. Increased collections per
defau.ltcr fa improper
handling ofhazardous
matcrials

o NEMA
o MEF
o KEBS

2t/22-26t27 TBD

o Tax cxcmption for importation of
encrgy-efr cicnt mcdical

cquipment

Promotc cncrgy cfficicncy
in health facilitics

o Amount of imported cnergy-
efficicnt mcdical cquipment

o NEMA,
o MOH
o KEBS

2U22-26t27 TBD

Promotc nsc of plant-

based pesticidcs

. Grants for rcscach organic
pesticides

. Inccntivcs for poduction of
organic pcsicides

o Increased local production of
organic pcsicidcs and reduccd
produaion of inorganic
pcsticides

. Growing annual proportion of
markct share using organic
pcsticidcs and reduccd
proportion wing inorganic

dcs

o KEBS
. PBK
o MOALFC

21t22-26t27 TBD

. Incrcascd allaation for
survcill ance inf astructwe

capacity

Support surveill ance of
cl imate-relatcd health

risks

o Studies complcted
documcnting results of
surveill ance of climde-related
hcalth risks

o Public invcstrnents in
surveillancc intastructure

. MOH
o KEMRI

21/22-26t27 TBD

o Conduct county cxtqlsion
training for farmcrs on &ip
irrigation sysEms and strdegics

including &ficit irrigation and

partial root drying

Watcr-saving irrigation

systems aDd stratcgies
Food, Agriculture

and Nutrition
sccurity

o Number ofcounty
governmcnts that adopt thc
agricultural training under
their crension activitics

o MOWSI FY
202U2023

TBD

\

54

GREEN RSCAL ACTIONS TO REDUCE EMISSIONS

Pollcy (FbcrD Aclol Pollcy (Fbcrl) ActlvftlaPollcy Arcr/Sccrtor Key Pcrformrncc Itrdlcrtor Lcrd Acton (rct
trblc lcgcno

Tlme
Frrme

Cort

. Promotc Foper mcthods of wastc

disposal

o Impose highcr financial panalties

for impropcr disposal of
hazardous wastc
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TBDFY
202212024

.NT

. MOALFC
. Numbcr of county

govanments thd adopt the

agricultural taining under

thcir e*cnsion activities

o Sales of clectric tractors

o Incentivize the usc of grean

tcchnology in agricultwal
production - eledric trucls,

integrdcd cop managctnent

technology, organic farming

TBDFY
202A2024

.NT
o MOALFC

o Numbcr of frmas trained in
sustainable agriculture

r Acrcs of land coDsolidated

undcr coopcrdivcs

. Ilcentivize coopemtivc

devclopmcnt thd supports

strdcgics including land

consolidation and mcchanization

and, hencc, promotes large-scalc

crop production and valuc

addition

Cooperativc development

for sustainablc agriculture

. MOEF,
MOALFC

. Explore government Programs to
protcct and rehabilitdc degradcd

lands

I.and rehabilitdion

. MOALFCo /.9'i cultual poductivitY
(noduction pcr acre of
pasturc)

o Explorc policics and fiscal

incentivcs to promotc adaPtivc

technolo es

Livestock production

. MOEF. Forest cova perccntage of
total land

. Considcr options fcr promding

trec planting on public and

private lands, to rsach l0lo of
land covercd by fores

Promote trce plantingForests, Wildlife
and Tourism

o MOEFo Markct sharc ofbiocnergy as

cooking and hcating fuel
. Promotc investstrcnts itl

sustainable bioeocrgY and clean
Reduce pressurc on

forests

. MOEF
oNT

. Changc in dcforcstdioo rde
by county

. Explore EFTS as part of fimding

strdcgy for coudy govcrnrocnts
Ecological fi scal randers
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CortTImc
Fnme

I.rd ActoB (3c!

trbh
Key Performancc IndlcrtrPollcy (Ftcd) ActlvftlcsPollcy (Fbcrl) AcllonPollcy Artr/Scctor

Green technology in ooP
production

. Acres of land rehabilitated

fuels



Payment for ccosystem

servlces

o Invcstigatc development of PES
prograrn for Kcnya

o Pcrccntagc of forctcd land
rcstorcd or under formal

o MOEF
oNT

lntegatc aforc$ation and

reforcstati on into carbon

tax dcsign

. Evaluatc inclusion of
affore$ati on or rcforcstai on
projccts in national carbon tax
(see abovc)

o GHGs rcduccd tbrough carbon
offsct projcds rrscd to meet
carbon tax liability

o MOEF
.NT

Furthcr support

ecotourism

o Rcvicw ecotourism policies for
ncw inccfltiv6 to flntha promote

ccotourism

. Tourists survcycd as visiting
Kcnya for ecotourism

. MTW

Human Settlemcnts

and Infrastructure

o Amend thc roads d6ign to
includc 'roads fo watcr' concep

o Scnsitization of road contractors
to new constructi on approaches

o Amanded roads dcsigD to
include fm 'roads for water,
concept

. Pcrccntagc ofroad contr&ctors
adopting rcsilied constuction
and maintenaucc mcthods

FY
2022t2023

o Providc tax inccntives for
building matcrials locally
m anufacturcd using morc than

50% recyclcd content in their
production

. Use ofrecycled content in
new building construction

oNT
. Statc

Departmcnts

for
Infrastructurc

FY
202A2023

TBD

Support thc circular
economy in constructi on

o Inclusion of climdc-rcsiliencc
criteria in Public Investment
guidclines for funding
infra$ructure projccts

o Climdc-resiliencc critcria
establishcd in thc public
InvestmcDt guidclincs and ratc
of adoption by infrast uctu.e
dcvelopcrs

. NT and
implancnting
agencies

FY
2021/2022

0

Support grecn building
devclopmcd

. Providc inccrtivc to meet grecn

buildings spccificdions and codc

. Develop tax incantircs to
facilitatc solar passive structurc

. Budgctary allocation toward
grcco building inmtiras

. Perccntage ofnew building
dcvelopmcr[s consistent with
grecn specifications and code

.NT
O KRA
. East A.frican

Community

I
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Frrmc

Cort

Enhance the climatc

resilience ofroads
oNT
o Statc

Departments

for
Infrastnrcturc

TBD

Intcgrate thc circular
cconomy into

infraslructurc
dcvclopment
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o Fiscal incentives to arcourage

setting construction wastd

matcrials reuse facilities
. Incentivos for importatiory' local

manufacture and salc of water-

saving deviccs
o MOE
o MOITE
.NT
o County

governments

o Number of powcr plants with
agrccd timclines for phase-out

o Mini$ry of Encrgy to idatiry 
.

thcrmal powcr plants that rcquirc

phase-out

. Ncgotiatc with indcpendcnt

powcr poviders fo I mGual plan

for phasc-otx

. Accclcrat? devclopm.ent of grcen

powcr generation options

. Acceleratc the proccss of
hybridi z*ion of the existing

isoldcd powcr statiors with
solar/wind

Phase out fossil-based

ttrermal cncrgy.

Electricity

r MOE
o MOITE
.NT

. Funds mobilized/ allocated for
geothermal develoPments

. Provide concesional funding or

public support to prc-investnent
geothermal r€sourcc assessments

Support gcothcrmal

dcvclopment

. MOE

. MOITE
rNT

o Of-gnd renewable cnergy

iostallcd and connectcd

capacity

. Consider tax excmptions and

credis for otr-grid renewable

energy installations

Expand off-grid elcaricity
solutions

o MOE
.NT

o Number of houscholds

connected to elcctricity grid
o Design coasumer-lcvel incentives

that prornote elecfricity

cooncctivity

Incsntivcs for cledricity
corurection
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Inccntivcs for clean

cooking fuels and

tcchnologics

Clcan Cooking o Considcr tax excmptions or
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. Consumcr adoption of clean
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o MOE
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financial models
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cooking applianccs
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financing
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energy-effrcient machincry
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. Providc fiscal inccntivcs to
promotc EIPs

Designatcd zones for EIps or
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MTTI

Develop a national

glcen manufacturing

strategy

Dcvelop a policy to grccn Kcnyan
industries

Grccn indusrial policy
devcloped

MITI

Grcen Public

Procurement
Integration of grec-n

procurcmdft into existing law
on procutcmeDt

National Trcaswy

Promote clecu ic mass

kansit
Shift public cxporditurc toward

clectsic mass tansit
Transport Government investrncnt in

elecric public transportarti on
MOTo

Incentives for cledric
vehicles

Providc incdttivc for thc import,
manufacturc and asscmbly of
clectic and hybrid motor

Elcctric vehiclc sales

Manufacttring capacity within
elecric vehicle supply chain
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vchiclcs, motcrcyclcs and their

sparc pafis

Number of electric vehicle

chargers insalled

o MOT
oNT

o Offer inccntives for clectric

vchicle and c-mobility
infra$ructuc

Suppo( for charging

infra$ructurc

Congestion charging schemes

adoptcd

Changes in traffrc following
implernentati on of congestion

charge

oNT
r City

governments

Explore conge$ion chrging in
major cities

a

Fuel-usc changes compred to
grofih in vehicle mil6
traveled

NT
MOT

Consider changes in tansport fuel

tax rate, pafticularly in
combindion with carbon tax

o MOEF
rNT

Establish a wastc managcmsnt

fund mechanism to incentivizc
sustainable approaches as part of
a broader financ€ strdegy

Fuads distibuted to

sustsiEble waste managqnent

companies

Waste management Develop a comprchersivc

financing strategy

o MOEF
oNT

Numbcr of private firms
operating in waste

managemqnt and meeting

sustainability criteria

Incentivcs for private

sector engagemcnt in
wastc managcorent

Revenue raiscd through
effluent charges

o MOEF
.NT

Consider effluent fees to prornote

greencr waste managcdrcnt

Effluent fee chagcs

o MOEF
.NT

Rate ofrecycling among

Kenyan households and

businesses

Explorc circular busincss model

incentivcs

Encouraging circula
business models
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BAU
BOD
Cat DDO
CEEC

CIDPs

co,
CSA

DP

EFTs

FDI
FLL.oCA

GDP

GHG
HAP
HSNP

IFC
IRA
KAIRMP
KAM
KEBS
KEGIB

KEMRI
KENIA
KES
KESP

KFS

KIPPRA
KIRDI
KLIP
KRA
LPG
LULUCF
ME
MET
MIP-

MoALFC
MoEF
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Business As Usual
Biological Oxygen Demand
Catastrophe Deferred Draw Down Option
Center for Energy Efficiency and Conservation
County Integrated Development plans
Carbon Dioxide
Climate Smart Agriculture
Development partrer
Ecological Fiscal Transfers
Foreign Direct Investment
Financing tocallyJed Climate Action
Gross Domestic Product
Green House Gas

Household Air Pollution
Hunger Safety Net program

lntemational Finance Corporation
Insurance Regulatory Authority
Kenya Agriculture and Crop Insurance Management program
Kenya Association of Manufac turers
Kenya Bureau of Standards
Kenya Green lnvestment Bank
Kenya Medical Research Instinte
Kenya National Innovation Agenoy
Kenya Shillings
Kenya Environmental Sanitation and Hygiene policy
Kenya Fisheries Service
Kenya tnstitute of Public Policy Research and Analysis
Kenya Industrial Research and Development Institute
Kenya Livestock Insurance Progranr
Kenya Revenue Authority
Uquified Petroleum Gas
land-use change and forestry
Ministry of Energy
Kenya Meteorological Departnent
Incentives Program for the Improvement of Municipal
Management

Ministry of Agriculture, Livestock, Fisheries and Cooperatives
Ministry of Environment and Foresty
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MoH
MoITE
MoT
MoTI
MoWSI
MTPs
MTW
NACOSTI

NAMA
NCCAPs
NDC
NDMA
NEMA
NEMA
NRF

NT
NWHSA
PBK
PET

PIM
R&D
SDG

T2GS

TACs
TSOF
TSS

UNEP

UNIDO

USA
USD

VAT
VoCA
wFw
wHo
WWDA
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Ministry of Health

Ministry of Industrialization, Trade and Enterprise

Ministry of Transport

Ministry of Trade and Industry

Ministry of Water, Sanitation and Inigation
Medium Term Plans

Ministry of Tourism and Wildlife
National Commission for Science, Technology and lnnovation

National Appropriate Mitigation Action

National Climate Chrnge Action Plans

Nationally Determined Contributions
National Drought Management Authority
National Environment Management Authority
National Environment Management Authority
National Research Fund

National Treasury

National Water Harvesting and Storage Authority
Pyretbrum Board of Kenya
polyethylene terephtbalate

Public Investment Management.

Research and Development
Sustainable Development Goals

Tree Growing Guarante e Scheme

Total Allowable Catches

Three Stone Open Fire
Total suspended Solids

United Nations Environment Programme

United Nations Industial Organization
United States of America
United States Dollar
Value Added Tax
Voluntary Conservation Agreements

Working for Water
World Health Organization
Water Works Development Agency
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PREAMBLE

The Ethics ond Anti-Corruplion Commission (Commission) is required under

Section 36 of the Anti-Corruption ond Economic Crimes Act, 2003, to prepore

quorterly reporls setting out the number of reports mode to the Director of Public

Prosecutions (DPP) under Section 35 of the Anti-Corruption ond Economic Crimes

Act,2003 os reod with Section ll(l) (d) of the Ethics ond Anti-Corruption

Commission Act, 201 l.

Section 36 provides thot;

Ihe Commission shol/ prepore quorterly reporfs setfing out lhe number of
reporfs mode to the Direcfor of Public Prosecufions under Seclion 35 ond

such ofher stofisficol informotion reloting to those reports, os the

Commission considers oppropriote.

2. A quorterly report shol/ indicote if o recommendotion of the Commission

fo prosecute o person for corruption or economic crime wos occepted or

nof occepfed.

3. Ihe Commission sho/lgive o copy of eoch quorterly report to the Attorney

Generol.

4. The Afforney Generol sholl loy o copy of eoch quorlerly reporl before the

Nofiono/ Assembly.

5. Ihe Commission shol/ couse eoch quorferly report fo be published in fhe

Gozette.

This report is therefore mode pursuont to Section 36 of the Anti-Corruption ond

Economic Crimes Act, No. 3 of 2003(ACECA). The report covers lhe Second

Quorter ond is for the period commencing lst April, 2024 to 30tn June, 2024.
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INVESIIGATION REPORTS COVERING THE PERIOD FROM I SI APRIL, 2O24IO 3OIH JUNE,

2024

r. EACC/P|/tNQ/2/2023

AIIEGATIONS OF !RREGULAR AWARD OT TENDERS WORTH KES.45M BY THE NG.CDF

TO COMPANIES ASSOCIAIED WITH AN INTERNAT AUDIIOR AT NG.CDT DURING THE

FtNANCIAT YEARS 2018-2022.

The Ethics ond Anti-Corruption Commission (EACC) commenced these

investigotion following o report received on ollegolions of inegulor oword of

tenders by the Nolionol Government Constituency Development Fund Boord

(NG-CDF) lo componies ossocioted with on lnternol Auditor ot NG-CDF Boord

during the finonciol yeors 2018/2019 - 202112022.

lnvesligotion estoblished thot lhe suspect wos seconded to the Constiluency

Development Fund Boord on 26th July 201,l os on lnternol Auditor. Subsequently,

she wos obsorbed to the Constituency Development Fund Boord ond oppointed

os the Principol lnternol Auditor on 4th Augusl,2022.

ln 20,l6, the Heod of lnternol Audil losked the suspect to oudit projects

undertoken by the the Constituency Development Fund in Kojiodo Eost

Constituency (CDf) in the 201412015 ond 201512016 Finonciolyeors.

lnvesligotion esloblished thot immediotely ofter the completion of the oudil

exercise, the suspect storted underloking projecls in Kojiodo Eost Constituency

project using four componies ossocioted with her. She is the Director of OneTouch

Professionol Limited, Opulence Africo Merchonts, Pyromid Concepts Eosl Africo

Ltd ond o bonk signotory to Broimo Generol Merchonts. She is olso the sole Bonk

Signotory to oll the bonk occounts held in respect of the four componies.

I
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lnvestigotion reveoled ihot between2017 ond2022, the four componies received

o totol of Kshs. 59,045,580 being poyments from NG-CDF funded projects in

Kojiodo Eost Constituency wilh the ossistonce of lhe Funds Accounl Monoger.

The suspect held o privole interest in the conirocts oworded to the componies

ossocioled to her by the Project Monogement Committee. Furiher, the suspect,

upon receiving poyments from NG-CDF, tronsferred money lo lhe Funds

Accounls Monoger, the Quontity Surveyor ond Clerk of Works bolh from Kojiodo

county. The omounts of cosh were received during the implementolion phose of

the projects in the constiiuency oworded lo the Principol lnternol Audilor thot
were being supervised by the Quontity Surveyor ond Clerk of Works.

On 23'o Moy, 2024 o reporl wos compiled ond forworded to the Dpp with

recommendotions lo chorge the lnternol Auditor, Fund Account Monoger,

Quontity Surveyor ond the soid conlrocled componies with the following

offences:

lr

ilt.

Conspirocy to commit on offence of conuption controry to Section 47 A (3)

os reod with Section 48(l ) of the Anti-Corruption ond Economic Crimes Act
No. 3 of 2003.

Five counls of conflict of inlerest controry to Section 42(3) os reod with

Section 48 of ACECA.

One count of willful foilure to comply with the low reloting to procurement

controry to Seclion 45(2) os reod with Section 48(l ) of the Anli-Corruption

ond Economic Crimes Acl No.3 of 2003.

Three counls of froudulent ocquisilion of public property controry lo

Seclion 45 (l ) (o) os reod wilh Section 48 of ACECA.

Four counts of utlering folse documents controry to Section 353 of the

PenolCode

Awoiling DPP's response
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2. EACC/F1/NA/29/2023

INQUIRY INTO ALLEGATIONS OF IRREGUTAR PROCUREMENT OF GOODS BY THE

NAIROBI CITY COUNTY GOVERNMENT !N TENDER NO. NCC/MWKRS/T/I09/2022.

2023 FOR SUPPLY AND DEIIVERY OF ETECTRICAI. MATERIATS FOR STREET TIGHTING

THROUGH TSSUANCE OF E|GHT (8) LPOS, TO EIGHT (8) DTTFERENT COMPANTES,

AMOUNTTNG TO KES. 313,844,03s.00 !N THE FTNANCTAT YEAR2022/2023.

The Ethics ond Anti-Corruption Commission (EACC) received o report on

ollegotion of inegulor oword of tender no. NCC/MWKRS/T/109/2022-2023 |or

supply ond delivery of streel lighting eleclricol moteriols to eight (8) componies

by the Noirobi City County Government ot o cosl of Kes.313,844,035.00 during

the finonciol yeor 2022/2023.

lnvesligotion estoblished thot the letlers of notificolion of intention to enter into o

controcl were writlen on 6m Februory 2023 ond LPOs signed on the some doy. This

wos o cleor violotion of the fourleen (14) doy's woiting period which must lopse

following o nolificotion of oword before controcts ore signed.

It wos olso estoblished lhot the LPOs were signed ond issued out to the Suppliers

without o preceding occeplonce of the owords, in viololion of the public

procurement lows

ln oddition, the LPOs were irregulody signed wilhout lhe Accounting Officer

hoving opproved the recommendolion sel forth in the professionol opinion in

violotion of the procurement low ond the procedures estoblished lherein.

On 3'd Jvne 2024, o report wos compiled ond forworded to the DPP with

recommendotions to chorge the Chief Officer, Works ond Mobility, Heod of

Procurement, Procurement Officer (secretoriot of Tender Opening/ Evoluotion

Committee), Finonce Officer, Procurement Officer, Choir - Tender Evoluotion

Committee, Choir- Tender Opening Commiltee, Member (TEC), Member (TEC),

Director of Woylin Gen. Ltd, Director - Fidelity Telecom Services ond the

conlrocted componies with lhe following offences;
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i. Conspirocy lo commit on offence of corruption controry lo Section 47 A (3)

os reod with Section aB(l ) of lhe Anti -Corruption ond Economic Crimes Act

No. 3 of 2003.

ii. Neglect of officiol duty controry to Section l28 os reod wilh Section 36 of

the PenolCode.

iii. Two counls of willful foilure to comply with the low reloling to procurement

conlrory to Section 45(2) os reod with Section a8(l) of the Anti-Corruption

ond Economic Crimes Act No.3 of 2003.

iv. Six counts of corrupt proctice in o procurement proceeding conlrory to

Section 66(l)ond (2) of the Public Procurement ond Asset Disposol Act,

201 5.

v. One count of uttering folse documents conirory to Seclion 353 of the Penol

Code.

vi. Two counts of forgery controry lo Section 345 os reod with Section 349 of
lhe PenolCode.

vii. One count of finonciol misconduct conlrory to Section 197 (1) (h) os reod

wilh Section 199 of the Public Finonce Monogement Act No.lB of 201.

The Commission olso recommends for the concellotion of the signed controcl

(LPO), disciplinory proceedings ogoinsi the members of the Evoluotion

Committee ond on odvisory to issue to Noirobi City County Government on the

need lo odhere to procurement procedures

On 26t^ July, 2024 the DPP returned the file with recommendolion for

odminislrolive oction to be token ogoinsl the suspecl in lieu of prosecution.

3. EACC/BGM/FII|NQ/14 /2020

INVESTIGATION INTO ALTEGATIONS OF MISAPPROPRIATION OF KSH I I MILTION

PUBLIC FUNDS SET ASIDE TO FACITITATE PUBLIC AWARENESS CAMPAIGN ON COVID.

r 9 (coRoNA vrRUS) By THE COUNTY GOVERNMENT OF BUNGOMA
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The Commission received o comploint thot officiols of the County Governmenl of

Bungomo misopproprioled Kshs.ll Million borrowed from lhe Bungomo County

Referrol Hospilol (Hospitol) thot wos meont to focilitote public oworeness

compoign on Covid-19 sensitizotion (Covid compoign).

lnvestigotion esloblished thot on lTtn Februory, 2020 lhe County sought for funds

(Kshs. 50 Million) from the Notionol Treosury to initiote meosures to oddress the

looming Covid-19 emergency. On 14m April 2020, Kshs. 50 Million from the Notionol

Treosury wos disbursed to the County Emergency to oddress the looming Covid

19 emergency.

ln the intervening period, lhe CEC for Public Service Monogement &

Administrotion opproved o budget of Kshs. 6,986,000 for Covid compoign from

the Director Speciol Progrommes. The CEC Finonce opproved for the soid funds

to be lronsferred from the hospitol's Revenue Colleclion Account (Hospitol's

Accounl) to conduct lhe Covid compoign.

The soid funds were releosed form the Hospilol's Accounl to nine (9) County stoff

oltoched to different Deportments ot the County. Eoch of lhe nine (9) officers

received Kshs.77 6,223 on I 8th Morch 2020 ofter moking impresl opplicotions ond

mode surrender of different periods thereofter.

The funds were ulilized thereofter by the imprest holders in procurement of goods

ond services for Covid compoign, poying of MCA's while some funds were not

properly occounted for.

lnvestigolion estoblished thot lhe CEC Finonce opproved tronsfer of funds from

lhe Hospitolwhich hod been set oside for the hospitol's budgeted use. She never

idenlified the vole from which funds were to be reollocoted from before she

opproved expenditure/ reollocotion. ln oddition, the reollocotion/ tronsfer wos

beyond whot wos ollowed under Section 154 of PFMA

Investigotion estoblished thot the imprest holders procured goods by themselves

without involving the deporlment of supply choin.
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The chief officer Heolth, the Medicol superinlendent, on Accountont ond lhe

Administrotive Officer of the hospitoljointly outhorized the utilizotion of o totol sum

of Kshs. 1 1,986,000 for on octivity thot wos not within the hospilol's budget.

The Chief Officer Heolth issued instruclions to lhe Medicol Superinlendent of the

hospitol thot led lo irregulor withdrowol of funds from the hospitol's Account

without seeking requisile opprovols from lhe Chief Officer Finonce ond Economic

Plonning or cEC Finonce. This led to mismonogement or misoppropriotion of
public funds.

The Medicol superintendent ond the Accountont of the hospilol opproved or

ollowed incomplete imprests to nine (9) imprest holders for octivities which were

not within budgeled octivities of the hospilol ond to personnel not employed

within the hospitol.

The Heolth Adminislrotive Officer ond the Accounlont unlowfully committed

funds of lhe hospitol by signing impresl opplicotions without ensuring thol there

wos o Vole ovoiloble for lhe octivity.

The use of the emergency fund ond the hospitol's fund wos not properly

monoged ond the funds utilized from the hospitolwere misopproprioted.

On 3'd June, 2024 o report wos compiled ond forworded to the Dpp with

recommendotions to chorge lhe suspecls with six counts of misoppropriotion of
public funds controry to Section 198(l ) (b) os reod with Section 199 of the Public

Finonce Monogement Act 2012.

Awoiling DPP's response.

4. EACC/lSr/PtllNQ/12 /2017

ATLEGATIONS OF CORRUPTION AND PROCUREMENT IRREGUTARITIES AGAINST THE

PRINCIPAI AND THE MANAGEMENT BOARD OF MERU TEACHERS TRAINING COTLEGE

IN THE PROCUREMENT AND AWARD OF TENDER TO RE.CARPET THE ENTRANCE OF

THE COTTEGE USING CARBROS
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The Commission commenced investigotion following o comploint received in

Februory 2017 ol the Commission's Upper Eoslern Regionol, lsiolo on ollegolions

of inegulorities ond corrupl conduct in the procurement ond oword of lender lo

re-corpet lhe entronce of Meru Teochers Troining College (MTIC) using cobros.

lnvesligotion esloblished lhot the Boord of Monogemenl Meru Teochers Troining

College met on l4tn July 2016 ond opproved the re-corpeting project.

Subsequently, the Principolwho is lhe Accounting Officer of the College initioted

the procurement process forworks, services ond supplies in regord to the project.

lnvesligotion further reveoled, inler olio, thot during the procurement process, the

Principol ond lhe Procurement Officer did not follow the lowful procurement

procedures os per the Public Procurement Low ond Regulotions. lt wos olso

estoblished lhot lhe controctor who wos oworded the tender, did not hove

requisite quolificotions to undertoke lhe works. Furlher, it wos estoblished thot

lhere were froudulent proctices during the tendering process.

On lStn April, 2024 o report wos compiled ond forworded to lhe DPP with

recommendotions to chorge lhe Principol, the Procurement Officer of MTTC ond

the conlroclor with the following offences;

i. Five counts of willful foilure lo comply with the low ond opplicoble

procedures reloting lo procurement controry lo Section 45(2) (b) os reod

wilh Section a8(l) (o) of the Anli-Conuption ond Economic Crimes Acl,

2003.

ii. Froudulenl proclice in procuremenl proceeding conlrory to Section 66(2)

os reod with os reod with Section 177(ol of PPADA.

iii. Abuse of office controry to Section 46 os reod with Section 48 of the Anti-

Conuption ond Economic Crimes Act (ACECA), 2003.

iv. Corrying on the business of o controctor without registrotion conlrory to

Section l5(l) os reod with Section l5(3) of the Notionol Construction

Authority Act No. 4l of 201 l.
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Awoiting DPP's response

5. EACC/MCKS/H/INQ/22/2021

TNQUIRY |NTO ON ATTEGATIONS THAT THE V|CE CHANCELTOR (VC) AT SOUTH

EASTERN KENYA UNIVERSITY (SEKU) RECEIVED DOUBLE PAYMENT TOR HIS GRATUITY

FOR THE PERIOD BETWEEN MARCH 2OI2 AND MAY 2OI3

The Commission commenced investigolion following o report received on 25rh

November 2021 on ollegotions thot the Vice Choncellor of South Eostern Kenyo

University (SEKU) received double poyments for his grotuily for the period between

Morch 2012 ond Moy 2013.

lnvestigotion estoblished thot the suspect wos oppointed os the principol, South

Eostern University college for o period of five yeors os from Morch 2010. ln Moy

2013, while serving in the soid position, he wos oppointed os the VC, SEKU. tn both
posilions, he wos employed on controctuol bosis ond wos entifled to grotuity ot
the role ol31% of the bosic solory poid in orreors every two yeors.

lnvesligolion further estoblished thot in April2ot2, the suspect wos poid grotuity

for the period lStn Morch 2010 to l4m Morch 2012.tn July 2013, he wos poid

grotuity for the period between lSth Morch 2012lro I gth Moy 2013, o totol sum of

Kshs. 714,267.80/= (Kshs. 499,987 .20/= os grotuity ond Kshs. 214, 280.601= os tox on

grotuity). This wos o one-yeor grotuity given thot his term os the Principol for SEKU

hod ended on l9tn Moy 2013 ond lhere wos need to poy oll his dues including lhe

soid one-yeor grotuily.

lnvestigolion reveoled thol lhere wos on overpoyment of Kshs. 714,261.841= os

grotuity lhot wos deducted from the suspect's service grotuity of I5m Morch 20l6
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to l4tn Morch 20l8. There wos no evidence lo prove thot he engineered the

double poyment os the poyment went through the system checks.

On lSth April, 2024 o report wos compiled ond forworded to the DPP wilh

recommendolions to close the inquiry file ond on odvisory be issued to SEKU

University on the need to upgrode their poyment system.

On l3tn June 2024, the DPP returned the inquiry file with recommendolion for

closure.

6. EACC/ELD/flltNQ/17 /2019

INQUIRY INIO ATTEGATIONS OF CONFTICT OF INTERESI AGAINST THE CTERK OF THE

COUNTY ASSEMBTY OF TURKANA IN THE PROCUREMENT OF AIR TRAVET AGENCY

SERV!CES TROM REAPAK TRAVET AGENCY I.IMITED.

The Commission received o report on ollegolions of conflict of interest, obuse of

office ond procurement irregulorilies of Turkono County Government. ll wos

olleged thot the Clerk of the County Assembly of Turkono wos troding with the

County Governmenl of Turkono (both the Assembly ond the County Executive)

through Reopok Trovel Agency Lld in the provision of Trovel Agency Services

lnvestigotion estoblished lhot the Counly Assembly inegulorly procured lhe

seryices of Reopok Trovel Agency to offer Air Trovel services.

It wos further esloblished thot the Clerk of the County Assembly of Turkono wos

the Accounting Officer of the Counly Assembly ond o Director of Reopok Trovel

Agency Ltd, o Compony incorporoled on 3ro Februory 2014.

lnvestigotion olso reveoled lhot the officers in the Finonce Deportment jointly

opproved ond processed poymenl for the subjecl tenderwithout confirming thot

the requisile supporting documenls were ovoiloble.
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On 3,o June, 2024 o reporl wos compiled ond forworded to the DPP with

recommendotions to chorge the Clerk of Turkono County Assembly, o

Procurement Officer, the Deputy Clerk, the Principol Finonce Officer, the Principol

lnternol Auditor, the Senior Accounlont, the Director Finonce, on ogent of Reopok

Trovel Agency Ltd, Reopok Trovel Agency Limited ond its Directors with the

following offences;

i. Conspirocy to commit on economic crime controry to Section 47o os reod

with Seclion 48 of the Anti-Corruplion ond Economic Crimes Act, 2003.

ii. Five counls of obuse of office controry to Section 46 os reod with Section

48 of the Anti-Corruption ond Economic Crimes Act (ACECA), 2003.

iii. Unlowful ocquisition of public property conlrory to Section 45(o) os reod

with Section 48 of the Anti- Corruplion ond Economic Crimes Act, 2003

iv. Conflict of interest controry to Section 42(3) os reod with Section 48 of the

Anti- Corruption ond Economic Crime Acl, no.3 of 2003

Awoiting DPP's response.

7. EACC/MCKS/FrlrNQ /8/2022

INQUIRY INTO ATTEGATIONS OF ITLEGAL SALE OF CALCIUM HYPOCHTORITE

(CHLORINE) By yAtIA WATER SERVTCES COMPANY TO KtTUt WATER AND

SANTTATTON COMPANY (KTTWASCO).

The Commission received o report on l4tn Jvly 2022, on ollegotions of illegol sole

of Colcium Hypochlorite (commonly referred to os Chlorine) by Yolto Woter

Services Compony to KituiWoter ond Sonitotion Compony (KITWASCO) ot o cost

of Kshs. 743,850.

lnvestigotion esloblished thot in Februory 2022,K|IWASCO wos in need of chlorine

to be used of the Mosingo Woter Treotment Works. The only prequolified

compony (KEL Chemicols Limited) which hod been controcted to supply ond

deliver woler treotment chemicols wos nol oble to supply the chlorine os il wos

out of slock.
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lnvestigotion estoblished thol lhe Monoging Director of KITWASCO requested the

Monoging Director, Yotto Woter Services Compony to supply fifty (50) buckets of

Colcium Hypochlorite (Chlorine) in 45 Kg buckets ot o cost of Kshs. 330.50 per kg;

tololing Kshs. 743,850. The chlorine thot Yotto Woter Services sold to KITWASCO

hod been supplied to Yotto Woler Services by the Government of Kenyo ond hod

been morked 'Not for Sole'. ln the course of its lnvestigotion, lhe Commission

estoblished thot lhis motter wos investigoted by the Directorote of Criminol

lnvesligolion vide Yolto Criminol lnquiry File No.212022.

On 3d Jvne, 2024 o report wos compiled ond forworded to the DPP with

recommendotions lhol the Commission instilutes o civil recovery suit ogoinst the

Monoging Direclor Yotto Woter Services for lhe sum of Kshs 743,850/= thot could

not be occounled for.

On 24rn Ju\ 2024, the DPP returned the inquiry file with lhe recommendolion for

odministrotive oction.

8. EACC/ELD lfl/tNQ/2l /2020

INQUIRY INIO AIIEGAIIONS OF PROCUREMENT IRREGUTARITIES IN THE AWARD OF

TENOER NO. CDFMBN/Il2018l20r9 FOR CONSTRUCTTON OF A CTASSROOM AT ST.

ANN & JOACHIM SECONDARY SCHOOT !N MO]BEN CONSTITUENCY IN THE

FtNANCIAT YEAR 201 8/201 9.

The Commission received o report on ollegotions of Procurement irregulorities in

the oword of o tender for the construction of o clossroom of St. Ann & Joochim

Secondory School. ll wos olleged thot the Principol of St. Ann & Joochim

Chepkosom Secondory School wos unilolerolly requesting for Compony Profiles

from controclors, ond preporing or filling bids on lheir beholf with lhe intention of

owording the NG-CDF funded project Tender No. (CDFMBN/I/2018-2019) to o

compony of her choice.
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lnvestigolion esloblished thot st. Anne & Joochim chepkosom Secondory school

hod on opproved procurement plon ond budget for the clossroom project in

occordonce with Section 53 (2) ond Section 45 (3) of the PPDA.

lnvestigotion further estoblished thot the Principol executed her mondote os the

Accounting Officer by oppointing od hoc committees in complionce with the

low, os espoused in Section 78(l ) of the PPDA.

The Tender Opening Committee prepored minutes in complionce with Section

78(10) of the PPDA. The Evoluotion Committee prepored o Reporl in occordonce

wilh Section 80(a) of the PPDA recommending thot the Tender be oworded to
the lowesl evoluoled responsive bid submitted by M/s Endo Builder (K) Ltd ot o
tender sum of Kshs. 842,288 in occordonce with Section 86(t ) (o) of the PPDA.

lnvestigotion reveoled thot the conslruclion of lhe clossroom wos completed

sotisfoctorily ond it is now in use. However, there were procedurol irregulorities

during the tender opening which recommended use of prequolified list of

suppliers for on open lender.

On 3rd Jvne, 2024 o report wos compiled ond forworded to the DPP with

recommendotions lhot the school or relevont Ministry tokes odministrotive oclion
ogoinst the public officers.

Awoiting DPP's response.

9. EACC/NKR/fl /tNQ/08/2021

INQUIRY INTO ALI.EGATIONS OF MISAPPROPRIATION OF MORTGAGE SCHEME FUND

AMOUNTING TO KSHS.2OO,OOO,OOO.OO BY IHE IOAN MANAGEMENT COMMITTEE OF

THE COUNTY GOVERNMENT OF BOMET IN THE FINANCIAL YEAR 2OI8l20I9 AND

2019/2020.

The Commission received ond registered o comploint thot the Counly

Government of Bomet Loons Monogemenl Committee misopproprioted lhe
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County Assembly mortgoge scheme funds omounting to Kshs.200,000,000 in the

Finonciol Yeors 201 8/201 9 ond 2019 12020.

lnvestigolions estoblished lhot on diverse doles from Oclober 20l7,lhe Members

of the Counly Assembly ond Stoff mode opplicotions for mortgoge ottoching

relevont documents such os o voluotion report, tille deed ond seorch certificote,

being o requirement under regulotion l0(2) of the Public Finonce Monogemenl

(Bomet Counly Assembly (Members) Scheme Fund) Regulotions,20l7.

Consequently, the Committee met on vorious dotes deliberoted ond opproved

the respective Mortgoge opplicotions.

lnvestigotions reveoled thot the MCA's hod completed lheir loon repoyments

ond hove since been issued with o loon cleoronce certificole.

lnvestigotions olso reveoled thot there wos no misoppropriolion or froud by lhe

Loon Monogemenl Committee in the Monogement of the Bomet Counly

Morlgoge Scheme Fund.

On l3tn June 2024, o report wos compiled ond forworded to the DPP with

recommendotions to close the inquiry file.

Awoiting DPP's response

r 0. EAcc/F!/rNQ/70l20r 5

INQUIRY INTO ALTEGATIONS OF DOUBLE PAYMENTS MADE IN THE OFFICE OF THE

DEPUTY PRESIDENT DURING IINANCIAL YEAR 2OI3l20I4 FOR IHE RENOVATION OF

THE DEPUTY PRESIDENT'S KAREN RESIDENCE WHICH HAD BEEN DONE IN THE

Fr NANCTAT Y EAR 2012/ 201 3.

The Commission commenced lnvestigolion following o comploint received on

ollegotions thot mossive double poyments were mode in the Office of lhe Deputy

Presidenl (DP) in the finonciol yeor 201312014 for the renovotion of the DP's Koren

Residence thot hod been done in the Finonciol Yeor 201212013.
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lnvestigotion estoblished thot the project wos initiolly meont for the Vice

President's residence ond hod been corried out by two conlroctors. The firsi

controct wos terminoted for non-performonce ond lhe second one underlook

works to complelion.

ll wos furlher esloblished lhot in the yeor 2013, the Deputy President wos

supposed to move into the officiol residence. However, upon visiting the Koren

Residence, he recommended cerloin chonges, which informed the renovolion

of the whole house. lt wos furlher estoblished thot lhe Ministry of Londs ond

Housing, Direclorote of Public Works wos in chorge of the renovotions ond hence

were the implementers of the projecl.

lnvesligotion olso estoblished thot the renovotions were justified ond lhot lhere

were no double poyments mode to lhe conlroclors os olleged. The renovotions

were corried out ond no public funds were lost.

On 3rd June, 2024 o reporl wos compiled ond fonarorded to the DPP with

recommendotions lo close lhe inquiry file.

Awoiting DPP's response

1 1 . E ACC / ?t/ I N Q/40/2023

INQUIRY INIO AN ATTEGATION OF PROCUREMENI IRREGUTARITIES AT THE STATE

DEPARTMENT FOR WttDuFE lN TENDER NO. SDW/RFP/oI5/2022-2023 FOR

CONSUTIANCY SERVICES FOR REVIEW OF WII.DTITE CONSERVATION AND

MANAGEMENT BILI, 2023 AT A COST OF KSHS. 6.6 MIIIION DURING TY 2022.2023.

The Commission received o report thot the PrincipolSecrelory, Slote Deportment

for Wildlife hod irregulorly concelled o Kshs. 5 billion tender for consultoncy

services for review of the Wildlife Conservotion ond Monogement Bill.

lnvesligotion estoblished thot the soid tender wos for Kshs. 6 million ond nol the

Kshs. 6 billion os reported.
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lnvestigotion olso estoblished lhot in the FY 2022/2023, lhe subject lender wos

plonned ond funds were ovoiloble from the Globol Environmenl Focilily of o
budget of Kshs.20,000,000/=. The procurement method used wos request for

proposols.

The procurement process commenced with six bidders expressing their interest.

At the Technicol Evoluotion sloge, three bidders were successful. At the Finonciol

Evoluotion, Munyoo, Mulhomo ond Koshindi Advocoles & Commissioner of Oolhs

wos recommended for oword of o tender sum of Kshs. 5,950,000.00.

lnvestigolion estoblished thol the Principol Secretory of the Stole Deporlment of

Wildlife directed lhot the procurement process for lhe subject tender be

concelled bosed on on Executive Directive thot oll noturol resources

Deportments first develop conservotion policies from which lows ore to emonote.

The Slole Deportment of Wildlife informed the Public Procurement Regulotory

Authority ond oll the bidders of the lerminotion of the procuremenl proceedings

for lhe subject tender.

lnvestigotion esloblished thot the procurement process ond terminotion of the

procurement process for the subject tender wos well within the low ond thot there

wos no procuremenl irregulority os olleged. ll wos further estoblished lhol lhere

wos no loss of public funds.

On 9m Moy, 2024 o report wos compiled ond forworded lo the DPP with

recommendotions to close the inquiry file.

On 4tn )u!y,2024 the DPP relurned the file with recommendotion for closure.

r 2. EACC/GSA/ATI| NQ/06 / 2022

INQUIRY INIO ALIEGATION OF IRREGULAR TEASE OF PARCET OF IAND PIOT NO. IO

BTOCK 4 BETONGING TO THE STATE DEPARTMENT OF HOUSING AND URBAN

DEVETOPMENT IN GARISSA MUNICIPALITY BY THE GARISSA MUNICIPAT MANAGER
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The Commission conducted investigolions into lhe ollegotion of irregulor leose of

porcelof lond Plot No. l0 Block 4 (the lond) belonging to the Stote Deporlment

of Housing ond Urbon Development (SDHUD) within Gorisso Municipolity.

lnvestigotions esloblished thol the lond belonged lo SDHUD ond the

monogemenl of the Municipolity wos vested with the Gorisso Municipolity Boord.

lnvestigotions further estoblished lhot o business mon operoting o holel in

Eostleigh hod opplied for leose of the lond ond his opplicotion wos not tobled

before the Gorisso Municipolity Boord.

lnvesligotions reveoled thot insteod, lhe Gorisso Municipolity Boord Monoger

forged the boord minutes for o meeting purportedly held on l2tn Moy, 2022.The

minules olluded to o deliberolion on the business mon's opplicotion for leose ond

opproved it. All the boord members denied hoving otlended the soid meeting

nor did lhey opprove the opplicotion for the leose.

lnvestigotions further estoblished thot the leose wos signed by the Gorisso

Municipolity Boord Monoger on 24rh Moy, 2022 for o term of five yeors of on

onnuol fee of Kshs.30,000/=.

lnvestigotions further reveoled thol the business mon proceeded to opply for lhe

necessory opprovols to estoblish q cor wosh business. A sile visil by the

Commission estoblished thot the cor wosh wos built ond it is in operotion.

On l3in Jvne 2024, o report wos compiled ond forworded to the DPp with

recommendolions lo chorge the suspect with the following offences;

i. Forgery controry to Section 349 ol the Penol Code.

ii. Abuse of office controry to seclion 46 of the ACECA.

The commission olso recommends thol on odvisory to issue to the Gorisso

Municipolity Boord to terminote the leose irregulorly entered in respect to porcel

of lond Plot No. l0 Block 4.

Awoiting DPP's response.

Page 18 of 46



l 3. EACC/GSA/ATII N Q/03 / 2022

INQUIRY INTO ATTEGATIONS OF ABUSE OF OFFICE AND FRAUDULENT ACQUISITION

OF PUBTIC PROPERTY BETONGING TO THE NATIONAT CEREATS AND PRODUCE

BOARD (NCPB), AGATNST THE DEPOT MANAGER NCPB, GARTSSA OFHCE.

The Commission received o comploint on ollegotions of obuse of office ond

froudulent ocquisition of public property ogoinst the Monoger of NCPB, Gorisso

Office.

lnvestigotion estoblished thot the Monoger, NCPB odvertised on the Gorisso

Depot notice boord on open spoce on the properly for leose meosuring 200 by

100 squore feet (the focility) in line with its Leosing Policy.

ln response to the odvertisemenl, Sunny Link Agencies Limiled (the tenont)

submitted on opplicotion to leose the focilily for Kshs. 40,000/- o month inclusive

of VAT.

It wos olso estoblished thot NCPB's Regionol ond Centrol Processing Commitlee

processed lhe lenonl's opplicotion in line with NCPB's Leosing Policy ond

recommended o leose to the tenont for the focility ot Kshs. 40,000/- per month

inclusive of VAT.

The lnvestigqtion reveoled thot the provisions of NCPB's Leosing Policy do nol fully

olign with the provisions for disposolunder the PPADA, 20l5lo the extent thot the

Policy does not provide for plonning, need for on expert report ond setting of o

reserye price of the ossels to be disposed os condilions relevont in the

procurement processes.

Nonelheless, the Monoging Director opproved the recommendotion lo leose lhe

focility lo o tenont ot Kshs. 40,@Ol= ond NCPB entered into on ogreemenl for

leose with lhe tenont on 7tn July 2020.
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The leose wos not registered ogoinsl NCPB's properly. Nonetheless, the

ogreement creoted o tenoncy relotionship belween NCpB ond the tenont. The

tenont hos been moking the ogreed poyments to NCpB.

On 9tn Moy, 2024 o report wos compiled ond forworded to the Dpp with

recommendotions to close the inquiry file ond on odvisory be issued to NCpB to

olign its policy with the Public Procurement ond Asset Disposol Act 2015.

on 3ro )uly, 2024 the DPP returned the inquiry file wiih recommendolions for

closure.

l 4. EACC/Er ltNQ/ 36 /2021

INVESTIGATION INTO ALTEGATIONS THAT A DISAEITITY SERVICE OFFICER, AT

NAIIONAT COUNCIL FOR PERSONS WITH DISABITITY (NCPWD) USED A TORGED

BACHELOR DEGREE CERTIFICATE TROM MT. KENYA UNIVERSITY TO SECURE

EMPTOYMENT

The Commission received o report on23d Morch 2012lhol the suspect, o Disobility

Service officer, ot Notionol council for Persons with Disobility (NCpwD) used o

forged bochelor degree certificote from Mt. Kenyo Universily to secure

employment.

lnvestigolion estoblished thot the suspect forged o Bochelor of Arts (sociology)

Degree certificote purporting to be o genuine cerlificote issued by Mt. Kenyo

University ond o KCSE certificote lo secure employment os o Disobility Service

Officer, ol NCPWD.

lnvestigotion furlher reveoled thot the soid officer unlowfully eorned o sum of Kshs.

1,476,328.40 during the period os solory on occount of the froud.

on lStn April 2024 o reporl wos compiled ond forworded to the Dpp with

recommendotions lo chorge the suspecl with the following offences;
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i. One count of froudulent ocquisition of public property conlrory to Seclion

45(1)(o) os reod wilh Section 48 of the Anti-Conuption ond Economic

Crimes Acl

ii. Two counts of forgery controry to Section 345 os reod wilh Seclion 349 ot

the PenolCode.

iii. One count of ultering o folse document conlrory to Section 353 os reod

with Section 349 ol lhe Penol Code.

iv. One count of presentotion of forged certificote conlrory to Section 34(o)

of Kenyo Nolionol Exominolion Council Acl no. 29 of 2012.

v. One count of giving folse informotion to o person employed in public

service conlrory to Seclion 129 lo) of the Penol Code.

vi. One count of moking o folse stotulory declorotion controry to Section I I of

the Ooths ond Stolulory Declorotions Act.

Awoiting DPP's response.

l s. EAcc/Er ltNQ/06/2022

INVESTIGATION INTO ATLEGAIIONS THAT A SCHOOI. BURSAR AT NJORO GIRTS HIGH

SCHOOT USED FORGED ACADEMIC CERTIFICATES TO GEI EMPTOYMENT

The Commission received o report on l2n Jonuory 2022 thol lhe suspecl

presenled o foke cerlificote from KASNEB to secure employment of Njoro Girls

High School. lt wos further olleged lhot the suspect conlinued eorning solory ond

benefits with the Principol's full knowledge.

Upon subjecting the ocodemic certificoles belonging to the suspecl for

outhenticotion, it wos estoblished thot the certificoles held by the suspect, for

Kenyo Accounting Technicions Certificoles (KATC) results nolificotions for

inlermediote levelond finol levelwere forgeries. The suspect registered for KATC

ond otlempted the intermediote level exoms ond foiled.
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lnvestigotion estoblished thot the CPA Port ll (Section 3 & 4) ond Port lll (Section

5) exominotion resull notificotions held by the suspect were olso forgeries. The

suspect hos never regisiered for CPA nor ottempted ony CPA exominotions.

lnvestigotion olso reveoled thot the suspect froudulently eorned solory omounling

to Kshs 3,759,851/= for the period from 25rn September 2O12to 2lstDecember 2O2O

ond thot she tendered her resignotion on lOth November 2020 ofter she wos

invited to oppeor before the Boord of Monogement to respond lo the ollegolion

of foke certificotes.

On 20tn Jvne 2024 o report wos compiled ond forworded to the DPp with

recommendotions to chorge the suspecl with the following offences;

i. One count of froudulent ocquisition of public property controry lo Seclion

a5(l)(o) os reod with Section 48 of the Anti-Corruption ond Economic

Crimes Act

ii. Four counts of forgery controry to Section 345 os reod wilh Section 349 of

the PenolCode.

iii. Four counts of uttering o folse documenl controry lo Section 353 os reod

with Section 349 ot the PenolCode.

iv. One count of deceiving principol controry to Section 4l(2) os reod with os

reod with Section 48(l ) of ACECA.

On 24n Jvly 2024, the DPP returned lhe file with recommendolion for further

investigotions.

l 6. EACC/rSr / EL/ tNQ / 3 I 2020

INVESTIGAIION INTO ATTEGATIONS OF IRREGUTAR RECRUITMENT OF PUBttc HEATTH

OFFICERS AND DIRECTORS BY THE COUNTY PUBTIC SERVICE BOARD Of ISIOTO

BETWEEN FEBRUARY AND JUNE 2020.
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The commission received o comploint on lOtn Augusl 2020 into ollegotions of

irregulor recruitment of Public Heolth Officers ond Directors by the County Public

Service Boord of lsiolo between Februory ond June 2020.

lnvestigotion estoblished thot the members of lsiolo County Public Service Boord

used lhe outhority of their office to orbitrorily shortlisl ond recommend for

oppointmenl, Public Heolth Officers who did nol hove proctising licenses.

On 8m Moy, 2024 o report wos compiled ond forworded lo the Dpp with

recommendotions to chorge the suspects with obuse of office conlrory to Section

45 os reod with Section 48 of the Anti-Corruption ond Economic Crimes Act

(ACECA),2003.

The Commission will olso institute civil recovery suit for the sum of Kshs. 4,821,255.3

being solories poid unlowfully to the Public Heolth Officers. Further, on odvisory

will be issued to the Public Heolth Officers ond Technicions Council (PHOTC) to

loke oction ogoinst the officers who were procticing without being regislered os

provided in Seclion 28(l) of lhe oct.

On lst July, 2024 the DPP returned the file wilh recommendotion for further
investigotions.

l 7. EACC/rS Ll EL/ lNQ/ s / 2022

INVESTIGATION INIO ATLEGATIONS OT FORGERY AGA!NST THE DEPUTY PRINC!PAT

MARALAT VOCATIONAT TRAINING CENTRE.

The Commission commenced lnvestigotion following o report lhot lhe suspect,

the Deputy Principol Morolol Polytechnic used forged ocodemic certificotes to

secure his employment os on Arc Welding ond Plumbing lnslructorot the Somburu

County Governmenl.

lnvestigotion estoblished thot lhe suspect never studied nor sot for his Kenyo

Certificote of Primory Educotion (KCPE) exominotions ot Borsoloi Primory School.

lnvestigotion olso estoblished thot the suspect did not study nor wos he issued with
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o Kenyo Certificote of Secondory Educotion (KCSE) from Borogoi Boys High

School. The KCPE ond Kenyo Notionol Exominotion Council (KNEC) certificote

presented to Somburu County Government by the suspect in support of

declorolion of heod count wos forged. The suspect used the soid certificotes to

secure employment os on Arc Welding ond Plumbing lnstructor of the County.

On l5tn April 2024 o report wos compiled ond forworded to the DPP with

recommendotions to chorge the suspect with the following offences;

i. One count of froudulenl ocquisition of public property controry to Section

45(l)(o) os reod with Section 48 of the Anti-Corruption ond Economic

Crimes Act

ii. Two counts of forgery controry to Seclion 345 os reod with Section 349 of

the PenolCode.

iii. Two counts of uttering o folse document conlrory to Section 353 os reod

with Section 349 of the Penol Code.

iv. One count of presentotion of forged certificole controry to Section 34(o)

of KNEC Act no. 29 ot 2012.

v. One count of providing folse informotion to the Somburu County

Government controry lo Seclion 46(l )(d) os reod with Section 46(21 ol lhe

Leodership And lntegrily Act,2012

On 22ad Jvly, 2024 the DPP returned the file with recommendotion for furlher

invesligotions.

I 8. EACC/EL I tNQ/ 02s / 2023

INVESTIGATION INTO ALLEGATIONS IHAT A FORMER EMPLOYEE OF NATIONAL

SYNDEMTC DTSEASES CONTROL COUNCtt (NSDCC) tS SUSpECTED TO HAVE FORGED

A BACHETORS DEGREE FROM THE UNIVERSITY OF NA]ROBI TO GAIN EMPTOYMENT

AT (NSDCC)

The Commission received o reporl on 26tn June 2023 thot the suspect used forged

Bochelor's degree from University of Noirobi (UoN) to secure employment ot
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Notionol Syndemic Diseoses Conlrol Council(NSDCC formerly Nolionol Aids

ControlCouncil .

lnvestigotion estoblished thol the suspect wos enrolled of the University os o

sludent with registrotion number C0l /5061 12002 ond o Bochelors of Arts Student

in the Foculty of Arts ond Sociol Sciences.

lnvestigotion reveoled thot the suspect first regislered for his course in ocodemic

yeor 200212003 ond the lost time he registered wos in ocodemic yeor 200612007.

Due lo lopse of ocodemic progress, he wos deregistered from the Universily.

lnvesligotion further reveoled thot the copy of the degree ond ocodemic

tronscripts used by the suspecl to secure employment were not genuine ond

were not issued by the UON. The certificotion in the cerlificote ond lronscripts wos

olso forged.

On l3m Moy 2024, o report wos compiled ond forworded to the DPP with

recommendotions to chorge the suspect with the following counts;

i. One counl of froudulent ocquisilion of public property controry to Section

a5(l)(o) os reod with Section 48 of the Anti-Conuption ond Economic

Crimes Act

ii. Two counls of forgery controry to Section 345 os reod with Seclion 349 ot

the PenolCode.

iii. Three counts of utlering o folse documenl controry to Section 353 os reod

with Section 349 ol the Penol Code.

iv. Two counts of deceiving principol controry to Seclion 412) os reod with os

reod with Section a8(l) of ACECA.

Awoiting DPP's response.
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l 9. EACC/K! S / ELIINQ/ 2 / 2020

INVESTIGAIION INTO ALTEGATIONS THAI IHE DEPUTY CLERK OT IHE COUNTY

ASSEMBTY OF KISII EMPTOYED HIS NIECE AS A CTERICAT OFIICER WTTHOUT

FOLTOWING EMPLOYMENT PROCEDURES.

The commission commenced lnvestigotion following o comploint thot the Deputy

Clerk, KisiiCounly Assembly inegulorly oppointed his niece os on employee of the

County Assembly in the yeor 201Z.

lnvestigotion estoblished thot the suspect oppointed his niece to o permonenl

ond pensionoble posilion wilhoul the Boord's opprovol ond without following

esloblished procedures in the humon resource monuols.

lnvestigotion reveoled thot the conduct of lhe suspect fell short of the morol ond

ethicol requirements os stipuloted under Chqpter Six of the Constitution ond the

Leodership ond lntegrily Act, 2012.

On l5th April 2024 o report wos compiled ond forworded to the Dpp with

recommendotions to chorge the suspect with one count of obuse of office

controry to Section 46 os reod with Section 48 of the Anti-Corruption ond

Economic Crimes Act (ACECA), 2003.

The commission olso recommended thot o coution be issued to the speoker of

the County Assembly for foiling to odhere to the Circulor on Appointment of

Personol Stoff. lt wos olso recommended thot on odvisory to issue to the county
Assembly of Kisiito open ond moinloin o conflict of inlerest regisler in complionce

with the Leodership ond lnlegrily Regulotions, 2015

On 22na Jvly, 2024 the DPP returned the lnquiry file with recommendolions for

further investigolions.
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20. EACC/E r/r N Q/043 (b) / 2021

INQUIRY INTO ALLEGATIONS OF FORGERY OF A BACHETORS OF ARTS DEGREE IN

SOCIOLOGY FROM MOUNT KENYA UNIVERSITY BY A SENIOR MEDICAT SOCIAT

WORKER AI THE WAJIR COUNTY GOVERNMENT.

The Commission commenced invesligotion following o reporl thot the suspecl, o

Senior Medicol Sociol Worker ot County Public Service Boord of Wojir forged

documents from Mount Kenyo Universily (MKU) to secure employment.

lnvestigotion estoblished thot the suspect wos never o bono fide student of MKU

ond lhot the degree certificote ond ocodemic tronscripts never used to secure

lhe employmenl of Wojir County Government were not genuine.

lnvesligotion esloblished thot for lhe period June 2015 to Jonuory 2023, Ihe

suspect eorned o lotol of Kshs. 6,794,893.25 in solory.

The County Public Service Boord lerminoted his employment controct with effect

from 5th June 2023 ofter conducting on odministrotive inquiry into his ocodemic

quolificotions ond estoblishing thol he wos employed bosed on o forged degree

cerlificote.

On 20th Jvne 2024, o report wos compiled ond forworded to lhe DPP with

recommendotions to chorge the suspect wilh the following counts;

i. One count of froudulent ocquisition of public property controry to Seclion

45(l)(o) os reod with Section 48 of lhe Anti-Corruplion ond Economic

Crimes Act

ii. One count of forgery controry lo Section 345 os reod with Seclion 349 of

the PenolCode.

iii. Four counts of uttering o folse document controry lo Section 353 os reod

with Section 349 of the Penol Code.

The Commission further recommended thot it issues on odvisory to the County

Government of Wojir through the County Public Service Boord to conduct due
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diligence when recruiting stoff in oll codres to ovoid employing stoff with folsified

ocodemic certificotes.

On 24n Jv\, 2024 the DPP returned the file with recommendotion for further
investigolions.

2 l . EACC/KSM/Erlt NQ/0 6 / 2023

INQUIRY INTO ATLEGAT!ONS THAI THE DIRECTOR ICT AT THE COUNTY GOVERNMENT
ot KtsuMU usED FoRGED ACADEMIC CERTTFTCATES (KCSE AND DEGREE

cERTIFICATE) TO SECURE EMpLOYMENI AT THE COUNTy GOVERNMENT.

The commission commenced invesligotion following o report thot the suspect, o

Director ICT of the County Government of Kisumu forged ocodemic certificotes

to secure employment.

lnvestigotion estoblished thot the degree certificole thot the suspect presenled

to Kisumu Counly Public Service Boord during recruitment wos not genuine.

lnvestigotion reveoled thot the KCSE Cerlificote thot he presented to Kisumu

county Public Service Boord purporling to hove ottended Ngere Boys High school

wos not genuine os it hod been oltered from meon grode C- to C+.

The suspect froudulently eorned o net solory of Ksh.4,656,211.45 for the period

September 2020 ond August 2023 from Kisumu County Governmenl.

On 20tn June 2024 o report wos compiled ond forworded to the DPp with

recommendotions to chorge the oforesoid suspect wilh the following counts;

i. One counl of froudulent ocquisition of public property conlrory to Section

45(l) (o) os reod with Section 48 of lhe Anti-Corruplion ond Economic

Crimes Act.

ii. Two counts of forgery controry to Section 345 os reod with Seclion 349 of

the Penol Code.

iii. Two counts of uttering o folse documenl controry to section 353 os reod

with Section 349 ot lhe Penol Code.
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iv. Two counts of giving folse informotion to o person employed in public

service controry to Seclion 129(ol of penol code cop 63 lows of Kenyo.

v. One counl of folse declorotion controry to Section 1l of lhe Ooths ond

Stolutory Declorotions Act cop I5 lows of Kenyo.

Awoiting DPP's response.

22. EACC / ELl! N O/s 7(r)/2023

AN INQUIRY INTO AN ATLEGATION THAT AN INVESTIGAIION & MONIIORING

orFlcER AT NAIROBICITY WAIER AND SEWERAGE COMPANY tTD (NCWSC) USED A

FORGED BACHELOR OF TAWS DEGREE CERTIFICATE FROM MO! UNIVERSITY TO SEEK

EMPLOYl\AENT.

The Commission received o report on 22nd September 2023 from the Monoging

Direclor Noirobi City Woter & Seweroge Compony thot severol officers from the

orgonizolion were in possession of foke ocodemic certificotes ond omong them

wos on lnvesligotion/Monitoring Officer (the suspect).

lnvestigotion esloblished thot the Degree certificole in Bochelor of Lows, Second

Closs Honours (Lower Division) submitted lo the Compony, ollegedly oworded to

the suspect by Moi Universily on l9tn October 2007, is not oulhentic ond wos not

issued by the university.

lnvestigotion confirmed thot the suspect wos o student of the University hoving

been odmilted under the Privolely Sponsored Students Progromme (PSSP)

successfully pursued o degree course leoding to the oword of o Bochelor of Lows

Degree whereby she obloined o Poss ond nol o Second Closs Lower Division.

The suspect drew o nel solory of Kshs. 8,998,710.I 0 from August 2017 to November

2023.

On 20tn Jvne 2024 o report wos compiled ond forworded lo the DPP with

recommendotions to chorge lhe suspecl with lhe following counts;
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i. One count of froudulenl ocquisition of public property controry to Section

45(l)(o) os reod wilh Section 48 of the Anti-Corruption ond Economic

Crimes Act.

ii. One count of forgery controry to Section 345 os reod with Section 349 of

the PenolCode.

iii. Two counts of uttering o folse document conirory to Section 353 os reod

with Section 349 of lhe Penol Code.

iv. One count of deceiving principol controry to Section 412) os reod with os

reod with Section a8(l ) of ACECA.

The Commission further recommended thot on odvisory be issued to the Noirobi

Woter ond Seweroge Compony lo conduct due diligence when recruiting stoff

in oll codres to ovoid employing stoff with folsified ocodemic cerlificotes.

Awoiling DPP's response.

23. EAcC/ ELll N Q/57(vili) / 2023

INQUIRY INIO AN ATTEGATION IHAT A COMMUNITY DEVELOPMENT ASSISTANT AT

NAIROB] CITY WATER & SEWERAGE COMPANY USED A FORGED DIPLOAAA IN

COMMUNITY DEVETOPMENT AND SOCIAT WORK CERIIFICATE FROM ZEIECH

COLTEGE TO SECURE EMPTOYMENT.

The Commission commenced invesligotion following o report thot the suspect, o

Communily Development Assistont of NoirobiCity Woter & Seweroge Compony

forged ocodemic certificoles to secure employment.

Upon sub.iecting the ocodemic cerlificoles for outhenticotion, it wos estoblished

thot the Diplomo in communily Development ond Sociol work certificote

purportedly oworded by Zetech College on 5th November 2015 wos not genuine.

lnvesligotion estoblished thot the suspect deceived ond gove folse informotion

to NCWSC thot she held o Diplomo in Communily Developmenl ond Sociol Work

certificote from Zetech College.
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On 20m April 2024 o report wos compiled ond forworded lo the DPP wilh

recommendotions to chorge the suspect with the following offences;

i. One count of forgery controry to Section 345 os reod with Section 349 ol

the PenolCode.

ii. One count of uttering o folse documenl controry to Section 353 os reod

with Section 349 of lhe Penol Code.

iii. One count of deceiving principol controry lo Section 412) os reod with os

reod wilh Section a8(l)of ACECA.

On 24n Jv\, 2024 the DPP returned the file with recommendotion for further

investigotions.

24. E ACC / ELl r N Q/s7( I X)/2023

INQUIRY INTO ALLEGAIION THAT AN ICT ASSISIANT USED A FORGED DIPTOMA IN

INFORMATION AND TECHNOTOGY CERTIFICATE FROM ETDOREI NATIONAT

POLYTECHNIC TO SECURE EMPLOYMENT AT NAIROBI CITY WATER & SEWERAGE

COMPANY.

The Ethics ond Anli- Corruption Commission (EACCI received o report on 22nd

September 2023 from the Monoging Director Noirobi Cily Woter & Seweroge

Compony thot severol officers from the orgonizotion were in possession of foke

ocodemic certificotes ond omong them wos the suspect herein who wos on ICT

Assistont.

During the pendency of invesligotion, the suspecl wos issued wilh o show couse

letter doted 8rh August 2023 ond loter suspended from work vide o letler doled

24rh August 2023. He left employmenl ofler the dismissol of o petition thot he hod

filed in courl chollenging the disciplinory process.

lnvestigotion estoblished lhot the suspecl wos employed ot Noirobi City Woler &

Seweroge Compony os on ICT Assistont on l3th August 20.l 6 on the strength of the

Diplomo in ICT which he purported to hove been obloined from Eldoret Notionol

Polytechnic.
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lnvestigotion esloblished thot the Diplomo certificote in lnformotion Technotogy

purportedly oworded by the Eldoret Notionol Polytechnic on l3th September 2010

is nol genuine.

lnvestigotion further estoblished thot the suspect wos o registered student of the

Eldoret Notionol Polytechnic pursuing Diplomo in lnformotion Technology. He only

sot for Module I exoms in July 2007 insteod of the requisite three modules for the

oword of o Diplomo.

For the period lhot the suspecl served of NCWSC, he hod froudulenfly eorned o
net solory of Kshs. 7,173,963.60.

on 20tn April 2024 o report wos compiled ond forworded lo the Dpp with

recommendotions to chorge the suspect with the following offences;

i. One counl of froudulent ocquisition of public property controry to Section

45(l)(o) os reod with Section 48 of the Anti-Corruption ond Economic

Crimes Act

ii. One count of forgery controry to Section 345 os reod with Section 349 of

the PenolCode.

iii. one couni of uttering o folse document controry lo Section 353 os reod

with Section 349 ot the Penot Code.

iv. One count of deceiving principol controry to Seclion 4121 os reod with os

reod with Seclion 48(1) of ACECA.

on 22no Jvly, 2024 the DPP returned the tnquiry file ond concurred with the

recommendotion to prosecute.

2s. EACC I ELllNQ/s7( r 4) / 2023

INQUIRY INTO AN ALLEGATION THAI A SPORTS SUPERVISOR AT NAIROBICTTY WATER

AND SEWERAGE COMPANY TTD SUBMINED A FORGED DIPTOMA CERTIFICATE IN

SPORIS SCIENCE MANAGEMENT FROM JOMO KENYANA UNIVERSITY OF

AGRICUTTURE & TECHNOLOGY.
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The Ethics ond Anti- Corruption Commission (EACC) received o report on 22nd

September 2023 trom the Monoging Direclor Noirobi City Woter & Seweroge

Compony thot severol officers from the orgonizotion were in possession of foke

ocodemic certificotes ond omong them wos the suspect herein who wos o Sports

Supervisor.

lnvestigotion estoblished thot on 30th June 2021,|he suspect submitted o Diplomo

Cerlificole in Sports Science Monogemenl purporting lo hove been obtoined

from Jomo Kenyotto University of Agriculture ond Technology oworded on 30rh

November 2018.

lnvestigolion by lhe Commission estoblished thot the Diplomo Certificote wos o

forgery ond not issued by JKUAT. lnvestigolion furlher estoblished thot the foke

Diplomo Certificote wos not used lo confer ony benefit to him hence no recovery

of solory.

On l9tn June 2024 o report wos compiled ond forworded lo the DPP with

recommendolions to chorge the suspect with the following counts;

i. One counl of forgery controry to Seclion 345 os reod with Seclion 349 ot

the PenolCode.

ii. One count of uttering o folse document controry to Section 353 os reod

with Section 349 ot the Penol Code.

The Commission to issue on odvisory to the Noirobi Woler ond Seweroge

Compony to conduct due diligence when recruiting stoff in oll codres to ovoid

employing stoff with folsified ocodemic cerlificotes.

On 25tn July, 2024 the DPP returned the file with recommendotion for further

investigotions.

26. EACC/ELlrN0/008(r)/2024

INQUIRY INTO ALLEGATION IHAT A DRIVER AT THE CO^AMISSION ON REVENUE

ATTOCATION USED A FORGED KCSE CERTIFICATE TO SECURE EMPIOYMENT.
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The Commission commenced investigolion following o report from the

Commission Secretory of the Commission on Revenue Allocotion (CRA) thol the

suspecl, o driver of the Commission on Revenue Allocotion used o forged KCSE

certificote lo secure employment.

lnvestigotion estoblished thot the suspect hod oltered the grodes for two subjects

in his KCSE certificote when seeking employmenl.

lnvestigotion further reveoled lhol for the period the suspect worked ot CRA, from

August 2023 lo November 2023, lhe suspect hod eorned o nel solory of Kshs.

223,8091=.

On 26th June 2024 o report wos compiled ond forworded to the DPp with

recommendotions to chorge the suspecl with the following offences;

i. One count of froudulent ocquisilion of public property controry to Seclion

45(l)(o) os reod with Section 48 of the Anti-Corruption ond Economic

Crimes Act

ii. One count of forgery controry 1o Section 345 os reod with Section 349 of

the PenolCode.

iii. one count of uttering o folse documenl controry to Section 353 os reod

wilh Seclion 349 of the Penol Code.

The Commission olso recommended thot on odvisory be issued lo lhe Commission

for Revenue Allocotion lo conduct due diligence by conducting verificolion of

stoff ocodemic certificotes periodicolly.

On 24rn July, 2024 the DPP returned the lnquiry file with recommendolions for

f urther investigotions.

27 . E ACC / EL/r N Q/008(ri) /2024

INQUIRY INTO ALLEGATION THAT A DRIVER AT THE CO'\AMISSION ON REVENUE

ALTOCATION USED A FORGED KCSE CERIIFICAIE TO SECURE EMPLOYMENT.

Page 34 of 46



The Ethics ond Anti-Corruption Commission commenced investigolion following o

reporl from lhe Commission Secretory on Revenue Allocqtion (CRA) thot the

suspecl, o Driver ol the Commission on Revenue Allocotion used o forged KCSE

cerlificote to secure employment.

lnvestigotion estoblished thol the suspect hod oltered his KCSE certificole meon

grode from D (ploin) to B (ploin) ond thot the grodes for six subjects hod been

oltered.

lnvestigotion further esloblished thot for the period thot the suspecl hod worked

ot CRA, from Moy 2023 lo September 2023, he eorned o net solory of Kshs.

262,498.60.

On 24tn April 2024 o report wos compiled ond forworded to lhe DPP with

recommendotions to chorge the suspect with the following offences;

i. One counl of froudulent ocquisition of public property controry to Section

45(l)(o) os reod wilh Section 48 of the Anti-Corruption ond Economic

Crimes Act

ii. One count of forgery controry to Seclion 345 os reod with Section 349 ot

the PenolCode.

iii. One count of uttering o folse document controry to Section 353 os reod

with Section 349 of the Penol Code.

iv. One count of presentotion of forged cerlificole controry to Section 34(o)

of KNEC Acl no. 29 ot 2012.

v. One count of giving folse informolion to o person employed in public

service conlrory lo Section 129 (ol of the Penol Code.

On 24n Jv\, 2024 the DPP returned the file with recommendolion for further

investigotions.

28. E Acc / ELll N Q/56 (lv) /2023

INQUIRY INTO ATTEGAT!ONS THAT AN ASSISTANT EIECTION OIFICER AT

TNDEPENDENT EIECTORAT AND BOUNDARTES COMMISSTON (tEBC) USED A FORGED
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BACHETOR OF BUSINESS MANAGEMENT (HUMAN RESOURCE MANAGEMENT

oPTroN) DEGREE CERTTFTCATE FROM MASTNDE MULTRO UNtVERStTy OF SCTENCE

AND TECHNOTOGY TO SECURE EMPTOYMENT.

The Commission commenced investigotion following o report thot the suspect, on

Assistont Eleclion Officer ol lndependenl Electorol ond Boundories Commission

(IEBC) forged ocodemic cerlificotes to secure employmenl.

lnvestigolion esloblished thot the suspect. on Assistont Election Officer submitted

o copy of o Bochelor of Business Monogement (Humon Resource Option) Degree

Certificote from Mosinde Muliro University of Science ond Technology (MMUST)

purporting to hove been oworded on I7rh December 2021 logelher wilh four

Undergroduote Acodemic Tronscripts oll doted 9tn November 2021.

lnvestigotion estoblished thot the suspect hos never been o sludenl ot MMUST

ond ihot the Bochelor of Business Monogement (Humon Resource Option)

Degree Certificote wos forged.

The investigotion further estoblished thot the certificote, tronscripls, ond

groduolion booklet ore forgeries.

On 24n June 2024 o report wos compiled ond forworded to the DPP wilh

recommendotions to chorge the oforesoid suspect with the following counts;

i. One count of forgery controry to Section 345 os reod wilh Seclion 349 of

lhe PenolCode.

ii. Six counts of uttering o folse document controry to Seclion 353 os reod with

Section 349 of the Penol Code.

iii. Six counts of deceiving principol controry lo Section 41(2) os reod with os

reod with Section 48(1) of ACECA.

Awoiting DPP's response.
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29. EACC/EL ltNQ/ 136 /2017

INQUIRY INTO ATTEGATIONS THAT THEN DEPUTY DIRECTOR KENYA SCHOOT OF tAW

DID NOT RESIGN FROM HIS POSITION WHEN HE CONTESTED IN THE AUGUST 8IH2OI7

GENERAT ELECTION AND RESUMED AFIER TOSING THE EIECTION.

The Commission received o comploint thot the former Deputy Director of the

Kenyo School of Low vied for the Mwotote Constituency Porliomentory seot in lhe

generol elections of 08/0812017 without resigning from his posilion in

controvention of the Election Act, No. 24 of 2017.

lnvesligotion estoblished lhot the suspect wos o former Deputy Director of the

Kenyo School of Low ond thot he sought unpoid leove from 10107/2017 lo

11 108/2017 to porticipote in the 201 7 generol eleclion ond thereofler resumed his

duties on 14108/201 7 ofter losing the election.

lnvestigotions further esloblished thot the School's Finonciol ond Generol Purpose

Commiltee resolved thot the suspecl wos deemed lo hove resigned ond the

decision wos upheld by the full Boord.

lnvestigotions olso estoblished thot the motler wos o subject of the Employmenl

ond Lobour Relotions Court in Noirobi ELRC No.l19 of 2018 Morris Kiwindo

Mbondeyi vs Kenvo School of Low in which the suspect hod proyed for benefits

including solory orreors, grotuity, ond oirtime ollowonce ond generol domoges

oll totoling to Kshs. 13,321,584.00. The court dismissed lhe suit filed by the cloimonl

os well os the School's countercloim.

lnvestigotion estoblished lhol in lighl of the dismissolof the suspect's petition ond

the countercloim by the Kenyo School of Low, it wos not vioble to file o recovery

suit ogoinst the suspect since lhe issue is res judicoto.

On l8tn April, 2024 o reporl wos compiled ond fonarorded to the DPP with

recommendotions to close the inquiry file.

On l0m Ju$,2024 the DPP returned lhe file wilh recommendotion for closure.
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30. EACC/NYR/OPS/lNQ/1 4 I 2021

INVESTIGATION ON CORRUPTION ALTEGATIONS AGAINST THE DEPUTY DCIO.

AITACHED TO MATH]RA WEST, NYERI COUNTY.

The Commission commenced lnvestigotion following o comploint thot the Deputy

DClo Mothiro west, demonded Kshs. 200,000 from the comploinont in order to

drop olleged lond froud chorges ogoinst him.

lnvestigotion estoblished thot indeed there were vorious opplicolions in courl

touching on lond porcel no Kirimukuyu/Mbogoini/225 ond

Kirimukuyu/Gochuiro/536 registered in the nome of the comploinont ond onolher
person reloling to succession proceedings lhot were ongoing in Court.

lnvestigotion further esloblished lhe comploinont wos being investigoted by the

DCI for froud in regord to lhe obove mentioned porcels of lond.

lnvestigotion reveoled thot the comploinont wos orrested on l8/10/2021 of 6pm

by lhe suspect ond loken to Korotino Police Slotion where he wos booked on l9m

Oclober 2021 ot 0050hrs.

lnvestigotion further estoblished thot on l9tn october 2021, the suspecl releosed

lhe comploinont ofter demonding Kshs 200,000/= in order lo drop the lond froud

chorges ogoinst him.

On 9m Moy, 2024 o reporl wos compiled ond forworded to the Dpp with

recommendotions to chorge the suspecl with two counts of receiving o bribe

controry to Section 6(1) os reod with section t8(1) of the Anti-Bribery Act, 2015.

On 25tn Jv\, 2024 the DPP returned the file with recommendolion for further

investigolions.

3l . EACC/1SL/OPS/tNQ/ 1 2/ 2023

INQUIRY INIO BRIBERY ATTEGATIONS AGAINST A POTICE OFTTCER AI MUTUATI

POTICE STATION.
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The Commission commenced lnvestigotion following receipt of o comploint from

o mofor cycle operotor, thot o Police Officer bosed ol Muluoti Police Stotion hod

demonded o bribe of Kshs. 10,000/= from him so thot he could releose his motor

cycle which hod been deloined by the police officer on 20tn Moy 2023 for lock of

registrotion documenls..

On l5tn June,2023, EACC Officers orgonized o trop operotion thot resulted to lhe

orrest of lhe suspect ofter he hod received the bribe of Kshs. 5,000/= from the

comploinont.

lnvestigotion reveoled lhot lhe suspect demonded for o bribe of Kshs.l0,000/=

from the comploinont ond received o bribe of Kshs. 5,000/=.

On l8tn April, 2024 o report wos compiled ond forworded lo the DPP with

recommendolions to chorge the suspect with lwo counts of receiving o bribe

controry to Section 6(l ) os reod wilh Seclion l8(1) of the Anti-Bribery Act, 201 6.

On lst July, 2024lhe DPP returned the file with recommendotion for odministrotive

oction lo be token ogoinst the suspecl in lieu of prosecution.

32. EACC/OPS/rNQ/1 49120 I 9

INQUIRY INTO ATTEGAIIONS OF ABUSE OF OFFICE AND CONFTICT OF INTEREST BY

THE PRINCIPAI OF RUTHIMITU G!RtS HIGH SCHOOT.

The Commission received o report on 3'd September 2019 lhot the

Heodmistress/Principol of Ruthimitu Girls High School, supplied foodstuffs to the

soid school between 2013 ond 2019 through her business entity, Kowiso Suppliers.

lnvestigotion estoblished thot lhe suspect wos lhe Principolof Ruthimitu Girls High

School ond olso the sole proprielor ond bonk signotory of Kowiso Suppliers. She

conspired with onolher individuol by signing o memorondum of understonding in

which the Principol ollowed the individuol to use Kowiso Suppliers to lrode wilh

the School. Kowiso Suppliers supplied foodstuffs to Ruthimilu Girls High Schoolfrom

2013 to 2018 ond wos poid o totol omount of Kshs. I l, 600,531/=.
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lnvestigolion further reveoled thot there wos conflict of interest on lhe port of

Principol who foiled to disclose her direct privote interest in Kowiso Suppliers,

which wos troding with Ruthimitu Girls High Schoolond unlowfully ocquired public

funds totoling to Kshs I 1,600,531 /= trom Ruthimitu Girls High School. On l8m April,

2024 o report wos compiled ond forworded to lhe DPP with recommendolions to

chorge the suspect with;

i. One count of conspirocy to commit on offence of corruplion conlrory lo

Seclion 47A (3) os reod wilh Section 48 of the ACECA

ii. One count of conflict of inlerest conlrory to Section 42 (3) os reod with

Seclion 48 of the ACECA

iii. One count of unlowful ocquisition of public properly conlrory lo Section 45

(l)(o) os reod with Section 48 of the ACECA

iv. One count of obuse of office conlrory to Section 46 os reod with Seclion 48

of lhe ACECA.

On 5tn June 2024, the DPP returned the file declining the Commission's

recommendotion for prosecution ond recommending thot the subject motler be

pursued by filing civilrecovery suit of monies poid to the suspecl.

33. EACC/OPS/lNQ/96l2023

INQUIRY INTO BRIBERY ALTEGATIONS AGAINST TWO EMPTOYEES OF KENYA POWER

AND TIGHTING COMPANY LIMITED.

The Commission commenced lnvestigotion upon receipt of o report from the

comploinont thot two employees of Kenyo Power ond Lighting Co Ltd (KPLC) hod

requested for o bribe of Kshs. 
.l00,000 

from her so os to strike out o bill omounting

to Kshs. 250,000 ond reconnect bock power which hod been disconnecled ol
her fomily residence.

lnvestigolion estoblished thot the suspects requested ond ogreed to receive o

finonciol odvontoge of Kshs. 50,000/= so os to improperly focililote the
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T

reconnection of eleclricity thot hod been disconnecled of lhe comploinont's

premises.

On 3ro June 2024, o reporl wos compiled ond forworded to the DPP with

recommendolions to chorge the suspects with two counts of receiving o bribe

conlrory to Section 6(l) os reod with Seclion l8(l) of the Anti-Bribery Act,2016

ond one count of conspirocy lo commit on offense of corruption controry to

Section 47A (3) os reod with Section 48 of Anti-corruplion ond Economic Crimes

Act.

On 26n JvV, 2024 lhe DPP relurned the file with recommendotion for

odministrotive oction to be loken ogoinsl lhe suspect in lieu of prosecution.

34. EACC/OPS/t NQ/l 30/2023

INVESTIGATION INTO ATTEGATIONS OF BRIBERY AGAINST IHE OTTICER

COMMANDING RUAI POLICE STATION.

The Commission commenced invesligotion following o comploinl thot the OCS

Ruoi Police Stotion hod requesled for o bribe of Kshs. 5,000/= from lhe

comploinont in order lo releose three suspecls who hod been orresled for lhe

offence of being drunk ond disorderly.

lnvestigotion esloblished thot the suspecl wos the OCS ol Ruoi Police Stotion ond

hod orrested ond detoined three suspects ollegedly for being drunk ond

disorderly. lnvestigotion estoblished thot the suspect requested for ond received

o bribe of Kshs. 3,000.

On 24rn Jvly 2024, o reporl wos compiled ond forworded to the DPP with

recommendolions to chorge the suspect wilh two counts of receiving o bribe

conlrory to Section 6(l) os reod with Section l8(l) of the Anti-Bribery Act, 2016.

On Stn Jvne 2024, the DPP returned lhe file declining the Commission's

recommendotion for prosecution ond recommended closure.
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3s. EACC/OPS/tNQ/l 12/2023

INVESTIGATION INTO BRIBERY ATTEGATIONS AGAINST POLICE OFIICERS MANNING

TRAFFIC ATONG THIKA. MATUU - GARISSA ROAD.

The Commission commenced lnvesligotion following numerous comploinls by

members of the public concerning widespreod solicitotion for bribes by Police

Officers from Motuu Police Stotion, Mochokos County, in chorge of troffic olong

Thiko - Motuu - Gorisso Rood.

lnvestigotion estoblished thot the troffic police officers monning the soid rood

were engoged in corrupt proclices of collecting bribes from motorists.

Upon completion of investigolion ond review of the ovoiloble evidence, it wos

observed thot the some could nol sotisfy lhe necessory threshold required for o

criminol prosecution.

On 3'd June, 2024 o report wos compiled ond forworded lo the DPP with

recommendotions thot the Notionol Police Service Commission tokes

odminislrotive oction ogoinst the suspects.

On 22na Ju$, 2024 the DPP returned the inquiry file wilh recommendotions for

odministrotive oction.

36. EACC/OPS/r NQ/01 /2023

INVESTIGATION IN RESPECI TO ALTEGATIONS OF CORRUPT CONDUCT AGAINST

TRATF!C OFFICERS ATTACHED TO NAIROBI AREA TRAFFIC HEADQUARTERS.

The Commission received o comploint on I lrh Jonuory 2023 thot o civilion wos

collecling bribes on beholf of police officers oround lhe flyover from Muthurwo

heoding lo the Counlry Bus Stotion in Noirobi ot the Junction from Gikombo.

On l3tn ond lTth Jonuory, 2023, the investigolion teom corried oul surveillonce ot

Echo Roundoboul ond coptured video recordings of lhe suspects who oppeored

to be toking bribes from public service vehicles.

!
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This culminoted to on orrest of o Police Officer olongside the suspected civilion

who wos collecting bribes on his beholf.

lnvestigolion estoblished insufficienl evidence to sustoin bribery chorges ogoinst

lhe suspects.

On 3d June, 2024 o reporl wos compiled ond forworded to the DPP with

recommendotions thot the Notionol Police Service Commission tokes

odministrotive oction ogoinst lhe suspect.

On 24t Jvly, 2024 the DPP returned the inquiry file with recommendotions for

odministrotive oction.

37. EACC/OPS/rNQ/r 8/2024

INQUIRY INTO BRIBERY ATTEGATIONS AGAINST A POTICE OFFICER BASED AT

KASARANI POTICE STATION

The Commission commenced investigotion upon receipt of o comploinl by the

thot o Police Officer bosed of Kosoroni Police Stotion wos demonding for o bribe

of Kshs. 30,000/= in order to releose two persons from police custody.

lnvesligotion esloblished thot the suspect requesled for ond received o bribe of

Kshs. 10,000. During the orrest, the suspect resisted orrest ond domoged to

property belonging to Red Plote Restouront.

On 3'o Jvne, 2024 o report wos compiled ond forworded to the DPP with

recommendotions lo chorge the suspecl with the following offences;

i. Two counts of receiving o bribe controry to Seclion 5(l ) os reod wilh Section

l8(l ) of the Anti- Bribery Act, 201 6; ond

ii. One counl of obslruction controry to Section 66(l)(o) reod together with

Section 66(21 ot ACECA.
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On 24n Ju\ 2024, lhe DPP returned the inquiry file ond concurred with the

recommendolion lo prosecute.

38. EACC/KSM/OPS/t NQ / 02/2023

AN INVESTIGATION ON CORRUPIION ALTEGATIONS AGAINSI A POTICE OFFICER

ATTACHED TO KISUMU COUNIY CRIMINAT INVESTIGATION OFFICE.

The Commission commenced investigotions following o reporl by the

comploinont thot the lnvestigoting Officer in his cose of steoling goods in tronsit

demonded for o bribe of Kshs 500,000 in order to withdrow lhe chorges ogoinst

him ond os well os discontinuing the investigotions ogoinst two others.

lnvestigotion estoblished thot the suspect is o Police Officer ottoched to CCIO,

Kisumu os on lnvestigotor who requesled for o bribe of Kshs s00,000 from the

comploinont ond received Kshs.200,000/=.

on l3tn June,2024 o report wos compiled ond forworded to the Dpp with

recommendotions to chorge the suspect with lhree counls of receiving o bribe

controry to Seclion 5(1 ) os reod with section 18(l ) of the Anti-Bribery Act, 201 6.

On 25tn July, 2024 the DPP relurned the file with recommendolion for furlher

invesligotions.

39. EACC/OPS/tNQ/l 7 /2023

INQUIRY INTO BRIBERY ATTEGATION OF CORRUPT CONDUCT AGAINST A PUBLIC

HEATTH OIFICER BASED AT ROYSAMBU SUB-COUNIY WORKING AT NAIROBI CITY

cou NTY GOVERNMENT (NCCG).

The Commission commenced investigotions upon receipl of o comploint thot the

suspect wos demonding for o finonciol benefii of Kes.50,O0O/= so os not to chorge

the comploinont in court for on offence of selling consumoble food without lobels

ond storoge instructions.



lnvestigotions estoblished thot the suspecl is Public Heolth Officer from Noirobi

City County Governmenl who requested for o benefit of Kes.50,000 thot wos

negotioted downwords to Kes.25,000/=.

On l3th June 2024, o report wos compiled ond forworded to the DPP with

recommendotions lo chorge the suspecl wilh two counls of receiving o bribe

controry lo Section 5(l) os reod with Seclion l8(l) of the Anti-Bribery Act, 2016.

Awoiting DPP's response.
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STATISTICAL SUMMARY OF FILES FORWARDED TO THE DIRECTOR OF PUBLIC

PROSECUTIONS

I Totol No. of files forworded to the Direclor of Public Proseculions 39

2 29

No. of files recommended for odministrotive or other oction 4

4 6

5 No. of files recommended for prosecution ond the coses ore

olreody lodged before Court

0

6 No. of files where recommendotion to prosecute occepled 2

7 No. of files where recommendotion for qdministrotive or other

oction occepled
3

8 No. of files where recommendotion for closure occepted 4

9 No. of files returned for further lnvestigolion 1l

r0. No. of files where recommendolion to prosecute not occepted 1

No. of files where recommendotion for odministrotive or other

oction not occepted

0

12. No. of files where closure not occepted 0

13. No. of files where prosecution declined bul odministrotive qction

recommended

4

14. No. of files owoiting the DPP's odvice 14

61-
Doted ol Noirobithis

DAVID INDE. PhD

\ Doy of 2024

TWATIB BAR
RETARY E OFFI E
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No. of files recommended for prosecution

3.

No. of files recommended for closure
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FORBWORD

The Medium-Term Debt Management Strategy (MTDS) is an annual publication that

informs the Government decisions regarding public borrowing and public debt

management as well as the desired structure of public debt portfolio in pursuit of cost

minimization and risk management while ensuring debt remains sustainable over the

medium-term.

The 2025 MTDS has been prepared pursuant to Section 33 of the Public Finance

Management Act.,2012. The Strategy recognizes that a diversified public debt structure

and deepening of the domestic debt market is necessary to mitigate against exchange rate

risks on Kenya's external public debt.

Public and publicly guaranteed debt stock increased to Ksh 10,581.98 billion as of the end

of June 2024up from Ksh 10,278.88 billion as ofthe end of June 2023.The Ksh 10,581.98

billion comprises of external debt stock of Ksh 5,171.70 billion and domestic debt stock of

Ksh 5,410.28 billion.

The 2025 MTDS has been prepared on the background of successful debt maturity

management operation which involved prepaying USD 1.50 billion in February 2024 of

the USD 2.00 billion 2024 Eurobond.

The National Treasury will continue to monitor and assess the macroeconomic and market

developments to explore opportunities for diversifuing sources of extemal bonowing in

particular targeting Diaspora Bonds, and Environmental, Social and Governance (ESG)

debt instruments.

Additionally, the National Treasury will continue to undertake domestic debt market

reforms to reduce the cost and minimize risks inherent in public debt while also improving

the institutional structure and policies to ensure efficient public debt management

operations. Measures aimed at addressing public debt vulnerabilities, including liability

management operations, prioritizing concessional borrowing and continuation of fiscal



consolidation will be pursued in the short and medium term rvith the airn of fostering public

debt sustainability by reducing the pace of public debt accumulation.

The2025 MTDS provides a firm foundation to enhance public debt management alongside

funding the budget as stated in the Budget Policy Statement.

HON. FCPA JOHN MBADI NG'ONGO, EGH
CABI T SECITETAII.Y/THE NA1'IONAL TITEAS URY & ECONOMIC PLANNING
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EXECUTIVB SUMMARY

The 2025 Medium-Term Debt Management strategy (MTDS) has been prepared in
accordance with Section 33 (2) of the Public Finance Management (PFM) Act. 2012. lt
serves as a roadmap for the management of the country's public debt for the period FY
2025/26-2027128.It outlines the strategies and initiatives aimed at minimizingcosts and
management of risks of debt over the medium tenn.

Public and publicly guaranteed debt stock increased to Ksh 10,581.98 billion as of the end
of June 2024 from Ksh 10,278.88 billion as of the end of lune2023. This comprises an
external debt stock of Ksh 5,171.10 billion and a domestic debt stock of fsn S,+tO.Zt
billion.

The recent Debt Sustainability Analysis (DSA) reports Kenya's public debt to be
sustainable but with a high risk of debt distress. The present value (PV) of public debt was
63.0 percent of GDP against the benchmark debt threshold of 55 percent of debt to GDp.
The National Treasury has until I't November 2029 to bring the present value of public
debt within the threshold to comply with the law.

The MTDS has been prepared in an environment of irnproved domestic rnacroeconomic
environment but uncertain financial markets globally. The domestic economy grew by 5.0
percent in the first quarter and 4.6 percent in the second quarter of2024.lnflation has fallen

lom a recent peak of 9.6 percent in October 2022 to a low of 3 percent in December 2024.
The Kenya shilling exchange rate has remained stable since February 2024, thereby
improving external debt indicators. Kenya's economic performance is projected to remain
stable over the medium term. Growth will be mainly driven by broad-based private sector
activities and ongoing government interventions and strategies under thi Bottom-Up
Economic Transformation Agenda (BETA).

The2025 debt management strategy seeks to gradually reduce the stock of Treasury bills
in the rnedium term while lengthening maturity of public debt instruments and deeiening
the domestic debt market through issuance of medium to long term debt securities
accompanied by debt market reforms. From the external sources, the strategy targets a mix
of concessional and cornmercial borrowing.

The strategy ailns at 25 percent and75 percent gross borrowing from extemal and domestic
sources over the medium term, respectively. Net borrowing to finance fiscal deficits is
structured into 65 percent and 35 percent from external and domestic sources over the
medium terq, respectively.
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I. INTRODUCTION

I. The Medium-Term Debt Management Strategy (MTDS) is the policy framework that

guides government borrowing and public debt management in Kenya. The framework
guides the Govemment in pursuing a desired structure of the public debt portfolio which

reflects costs and risks trade-off, to support the fiscal deficit path outlined in the Budget

Policy Statement (BPS).

2. The preparation and submission of the 2025 MTDS to Parliament for the period FY
2025126 to 2027128 is in accordance with sections 33(2) and 63(c) of Public Finance

Management Act,2012.

3. The National Treasury is mandated to manage the levels and composition of public
debt, including guarantees and other financial obligations as provided for in sections l2
(l) (b) and 62(b) of the Public Finance Management (PFM) Act,2012.

a) Objectives of the 2025 Medium-Term Debt Management Strategy

4. The 2025 Medium Term Debt Management Strategy aims at:

a) Reducing refinancing risks by reducing short maturities debt while
lengthening the total portfolio Average Time to Maturity (ATM) by

deepening the domestic bond market through issuance of more medium to

long term instruments as the main source of domestic financing;

b) Reducing the interest rate risk by increasing the Average Time to Refixing
and reducing the amount of debt with variable interest rates;

c) Reducing the foreign exchange risk through culrency diversification; and

d) Promoting intergenerational equity.

b) Scope of the MTDS

5. The MTDS analysis takes into account outstanding public debt and projected borrowing

and debt service in the context of current and future macroeconomic environment and

the conditions in the international and dornestic capital markets. Performing guaranteed

debt and other local debts and overdraft are excluded from the proposed debt

management strategies. Debts excluded amounts to Ksh 263.74 billion which includes

Kshl00.l7 billion uncalled guaranteed debts, Ksh 61.03 billion Govemment overdraft

at CBK, Ksh.l3.54 billion Suppliers credit, Ksh 83.54 billion IMF SDR Allocation and

Ksh 5.47 billion Bank advances.

4



c) Organisation of the document

6' The succeeding sections cornprise: Revierv of the Existing Public Debt porttblio;
Analysis of Costs and Risks of Existing Public Debt; Review of Perfbrmance of the
2023 MTDS; Kenya's Debt Sustainabirity; Chailenges to Debt Management;
Macroeconomic Assumptions and Key Risks; Potential Sources of Financing; Debt
Management Strategy; Strategy Implementation, Monitoring and Evaluation; and
Annexes-
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il. REVIEW OF THE EXISTING PUBLIC DEBT STOCK

As at end June 2024, the stock of public and publicly guaranteed debt was Ksh

10,581.98 billion (65.7 percent of GDP), equivalent to USD 81.70 billion in nominal

terms, of which domestic debt was Ksh 5,410.28 billion while external debt was Ksh

5,171.70 billion (Table 1).

2. The 2025 MTDS analysis takes into account debt stock of Ksh 10,318.25 billion or
USD 79.66 billion excluding the performing guarantees debts, IMF SDR Allocation,
Govemment overdraft at Central Bank of Kenya (CBK), Suppliers credit and Bank

advances.

Table l: Public and Publicl Guaranteed Debt in the MTDS end June 2024

A. Domestic Debt (included in MTDS)

Treasury Bills 615.89

Treasury Bonds 4,627.12

Pre-1997 Government Debt 17 .23

sub rotat 5,260.25

B. External debt (included in MTDS)

IDA/IBRD 1,786.03

ADF/AIDB 508.50

Bilateral 1,092.69

Multilateral 492'42

Commercial Banks 323.49

International Sovereign Bond 854'88

sub rotal 5'o58.oo

C. Excluded from MTDS

Suppliers Credit (external) 13.54

CBK Overdraft (domestic) 61.03

IMF SDR Atlocation (domestic) 83.54

Performing Guarantees (external) 100.17

Bank advances (domestic) 5.47

Sub Total 263-74

TOTAL DEBT Included in MTDS (A+B) 10,318.25

TOTAL DEBT (A+B+C) 10,581.98

Domestic 5,410.28

Erternal 5,17 1 .70

Source: The National Treasury and Central Bank of Kenya
*Exchange Rate (USD/Ksh) is 129.527

4.7 5

35.72

0. l3

40.61

13.79

3.93

8.M

3.80

2.50

6.60

39.05

0.10

0.47

0.64

0.77

0.04

2.04

79.66

81.70

41.17

39.93

3. Extemal public debt comprises multilateral, bilateral and commercial creditors while
the domestic debt cornprise Treasury bonds and bills. As a proportion of total external

debt, multilateral debt accounted for 53.9percent (Figure 1). The high proportion of
multilateral and bilateral debt reflects the Government's deliberate strategy of

6
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maximiziug the use of concessional financing and rninirnizin g the use of commercial
loans

Figure l: Composition of External Debt as at end June 2024
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4. As at end Jttne2024, Treasury bonds accounted for 85.5 percent of total domestic
pr'rblic debt, while Treasury bills accounted tbr I 1.4 percent of total domestic public
debt. The other domestic public debt categories accounted for 3. I percent of thl total
domestic debt (Figure 2).

Figure 2: Composition of Domestic Debt as at end June2024
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5. Government guaranteed debt as at end June 2024 amounted to Kshl00.2 billion.
The debts are held by Kenya Ports Authority (KPA), Kenya Electricity Generation
Company (KenGen) and Kenya Ainvays (KQ) Gable 2).

Table 2: Outstandin Government Guaranteed Debt End June 2024

Kenya Electricity Generating
Company

Kenya Ports Authority

Kenya Airways
Total

Source: The National Treasury

Mombasa DieseI Generating Power Plant

Sondu Miriu Hydropower Project
Sondu Miriu Hydro Power II
Sondu - Miriu Hydropower Project Sangoro
Power Plant
Olkaria I Unit 4 and 5 Geothermal Power
Project
Rehabilitation and Upgrade of the Geothermal
Plant Olkaria
DSSI Japan For KenGen Loans Phase I
DSSI Japan For KenGen Loans Phase II
Mombasa Port Development Programme
(Mombasa Port A)
Mombasa Port Development Programme
(Mombasa Port)
Kenya Port Development Project - Phase II
(Principal I)
Kenya Port Development Project - Phase II
(Principal IIA)
DSSI Japan-Kenya Ports Authority (KE-P25) -

Phase I
DSSI Japan-Kenya Ports Authority (KE-P25) -

Phase II
Kenya Airways Guarantee (for Local Banks)

341
8r9

5,5 89

2,630

709
824

t5,422

15,528

|,449

1,393

23,2'7t

2,5'74

219

256

8

Amount
(Ksh Millions)

29,t39
100,165



III. ANALYSIS OF COSTS AND RISKS OF EXISTING PUBLIC
DEBT

l. This section highlights the costs and risk characteristics of the existing public debt
portfblio as at end June 2024.

2. Nominal debt as a percentage of GDP declined to 65.7 percent in June 2024 fron 72.0
percent in June 2023 due to appreciation of the Kenya shilling against major currencies
while the present value of public debt to GDP declined to 63.0 percent from 68.7
percent in the same period (Table 3).

Table 3: Costs and Risks Indicators for Existin Debt

cost of debt Interest payment as percentage ofcDp

Wcighted Av. lR (percentage)

Rclinancing risk A-l M ()ears)

Intcrest r{tc risk

Debt maturing in lyr (perccntage oftotal)

Debt maturing in lyr (percentage ofCDP)

ATR (years)

2024

32.t

29.8

t.2

3.8

2024

316

332

132

2023

720

68.7

52

7.3

2023

38.2

32.t

l4

37

2023

31.8

36.6

38

lt4

2024

65.7

63.0

54

8.5

49 9 27.5

tligh debt

burden

Rising cost
of debt duc
to high
domeslic
interest rate

High
rellnancing
rrsk due to
incrcased
uptake of
shon-term
domestic
debt

Overall, the
intercst ratc

rlsk has

reduced

9.3 9 5 7.5 66 85 8 t

97

3.6

77

5.2

t.9

7.9

ll

71.8

16.8

5.6

75

t7.6

5.7

6.6

l3

92

76

i.2
'1 .5

73

FI risk

Debt re-flxing in lyr (pcrcenragc oftotal)

Fixed rate debt incl T-bills (percenrage oftotal)

T-bills (percentage of total)

FX debt (percentage olroral debo

ST FX debt (percentage of reserves)

33.9 t7 .6

100

I07

246

852

5.I

49.3

l6 8

100

l3

25.9

85.7

6t

51.5

J

Source: The National Trelsury

The domestic debt with maturity of 4 to l0 years improved as at end June 2024. The
proportion of instruments with less than one year to maturity increased to 18.6 percent
as at end June2024 from 16.7 percent as at end June2023 and this was attributed to
the National Treasury uptake of short-terrn instruments. As a result, the proportion of
instruments with rnaturity of 2-3 years and greater than I I years as at end June 2024
reduced from 15.3 percent and26.9 percent as at end June2023 to 13.5 percent and
22.2 percent as at end June 2024, respectively (Table 4).

External Dcbl ffin
Rirk lndicraors

Nominal debt {s percentagc of(;DI,

P!' 8s perccntage of CDP

Reduced

foreign
cxchangc
rate risk

9



Table 4: Domestic Debt Securities b Maturi Profile, in USD E uivalent

Less than one year 5,645

2 to 3 years 5.143

4 to 5 years 5,407

6 to l0 years 8,465

Above 11 years 9,085
Total 33,745

Source: The National TreaswT,

16.7

15.3

16.0

25.1

26.9
100.0

7 <?S

5,482
7,1l3
I t,377
8,982
40,479

18.6

13.5

17.6

28.1

22,2
100.0

4. The redemption profile shows that 18.6 percent of domestic debt will mature by June

2025, rnainly due to short-term (treasury bills) government securities falling due.

Overall, the repayment schedule is bunched for the next nine years due to large share

ofTreasury bills and near-term manlrities treasury bonds, international sovereign bonds

and syndicated loans. The public debt repayrnent schedule, as of June 2024, is shown

below (Figure 3).

Figure 3: Redem;ltion Profile as at end June 2024 (Ksh millions)

1,400,000

1,200,000

lDomestic lExternal
1,000,000

800,000

600,000

400,000
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Source: The Natiortal Treasrrrl'
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IV. REVIEW OF PERFOMANCE OF THE 2023 MTDS

l. The FY 2023124 MTDS aimed at maximizing use of concessional funding and rollover
of commercial debt fiom external borrowing accompanied by liability management
operations whereas on the domestic borrowing front, the target lvas to lengthen the
maturity profile and mitigate refinancing risk through issuance of mediurn to long term
benchmark Treasury bonds.

2. Whereas the overall strategy was to rninimize costs and risks through a net financing
mix of 50 per cent from both external and domestic sources, the outcome was in the
ratio 73:27 net domestic financing to net external financing, as reported in Budget
Outturn (2024 Budget review and outlook paper) (Table 5).

Table 5: MTDS Targets against Borrowing outturn (percent of Total public
Borrowing)

Extcrntl MTDS
Actual
Deviation
MTDS
Actual
Deviation

Domestic

Gross domestic borrowing
Gross external borrorving
o/w Concessional and Semi-
concessional
Commercial boruowing

So urce : Nat io nal Tre os ury

65.0
35.0
22.0

75.0
25.0
15.6

38

28
10

62
72
-10

28

l9
I
12

8l
-9

27

l5
t2
t3
85

-12

50

27
23

50
t.t
-23

25

22
3

75
'78

-3

2,341,234
760,500
473,625

286,815

So urce : Nat io nal Tre asury

3. The deviation was attributed to limited access to extemal financing which resulted in
more uptake of bonowing from domestic sources to finance the fiscal deficit. In FY
202312024, Kenya's net domestic financing was Ksh 595.57 billion, or 89 per cent of
the target. From external financing, the net amount was Ksh 222.75 billion, or 86 per
cent ofthe target during the fiscal year.

Table 6: Gross Borrowin

I 3.0 9.4

4. In Febru ary 2024. The National rreasury successfully refinanced usD 1.50 billion
(75%) of the USD 2.00 billion Eurobond maturity through issuance of an international
Eurobond,, with the remaining USD 500 million repaid frorn the exchequer in June

11

FY2023-2024
Actuat (%)

FY2023-202{ (Ksh,
millions)



2024.The actual gross extemal borrowing in the period was 25.0 percent of the total
public borrowing, which was below 35.0 percent target (Table 6).

5. Global market rates have tightened and led to hardening of borrowing terms.

Worsening market conditions were due to global and geopolitical economic shocks

including monetary policy tightening in major economies and uncertainties related to

the war in Ukraine.

6. New external debts average maturify lengthened to20.5 years as at end June 2024 from
15.7 years in June 2023.The weighted average interest rate increased to 4.6 percent

from3.2 percent in June 2023.However, the grace period reduced to 4.4 years from
4.8 years during the same period (Table 7).

Table 7: Average Terms of New External Debt
Terms
Average Maturity (years)

Grace Period (years)
Average Interest Rate (%)

Source: The National Treasury

2017 2018 2019
17 .6 20.8 15.3

4.s r 0.3 5.6

2.6 3.9 3.9

2020 2021 2022 2023 2024
26.1 23.3 25.9 15.7 20.s

7.4 7.4 4.2 4.8 4.4

0.5 2.1 0.8 3.2 4.6

72



V. KENYA'S DEBT SUSTAINABILITY

l. The public debtr remains sustainable but with high risk of debt distress.

2. External Debt Sustainability Analysis (DSA) demonstrates that the Present Value (pV)
of the external debt to GDP ratio is below the 40 percent sustainabiliry threshold
throughout the projection period. The PV of Public and Publicly Guaranieed (ppc)
external debt-to-exports remains above the sustainability threshold of 180 percent
through 2029.

3. The debt service to revenue ratio breaches the threshold of l8 percent from2024 to
2028 dte to heary maturities during the period. Debt service-to-exports remains above
the sustainability threshold of l5 percent through to 2029 (Table g).

Table 8: External Debt Sustainability Analysis

Actual

19.0 ..t2.1 29.8 30.4 3 r.0

Projection

29.5 28. r 26.8 22_5 16.2
PV of PPG externa I

debt-to-GDP ratio

PV of PPG external
debt-to-exports ratio

PPG debt service-to-
exports ratio

PPG debt service-to-
reyen ue ratio

r80 238.2 274.8 274.2 260.2 241.9 222.3 208.1 195.0 152.5 98.1

{0

I5

l8 15.4 18.8 25.2 20.6 20.4 18.9 18.6 ls.5 12.6 9.8

Source: The National Treasury & IMF country report

4. The Present Value (PV) of total public debt-to-GDP ratio is projected to remain above
the 55 percent benchmark through 2029 (Table 9), after which ii is projected to decline
to within the approved threshold.

5. Policy initiatives by the Government are necessary to diversify and/or expand export
base and build gross international reseryes to improve the external debt sustainability
ratios.

6. The Governtnent endeavours to sustain fiscal consolidation efforts over the medium
term to create fiscal space and reduce debt related risks. The Government will also

I Debt Sustainability Analysis (DSA) conducted in October 2024.
External and domestic obligations covering Central Government debt, Central Bank debt taken on bchalfofthe
Governnrent, Social Security Fund and Govemmcnt guaranteed debt.
Excluded non-guaranteed debt of the public sector and arrears disclosed in the regular reports.
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continue to optimize the use of external concessional funding and lengthen the maturity
profile of public debt through issuance of medium to long dated bonds.

Table 9: Public Debt Sustainabili Anal srs

PV of debt-to-GDP
ratio
PV of public debGto-
revenue ond grsnts
rutio
Debt service-to-
revenue and grants
ratio

Actuel

63.9 68.7

370.3 406.2

55

nla

nla

63.0

356.2

64.0

348.4

63.7

334.3

56.2

282.9

49.7

249.9

35.5

t79.4

Projection

6t.2 58.6

313.8 296.0

56.0 60.6 63.7 62.5 61.4 58.1 55.7 49.0 47.t 29.4

Source: The National Treasury & IMF Country report

7. The Government will explore possibilify of Liability Management Operation (LMO)
options with the aim of extending the maturity of existing debt to reduce near term
refinancing risks and reduce the cost ofdebt service. In addition, measures to support
a steady and strong outlook for exports will play a major role in supporting extemal
debt sustainability.

8. For public debt to continue on a sustainable path, the govemment will continue the

fiscal consolidation efforts to slow the rate of debt accumulation.

Bcnrhmark 2022 2023 2021 2025 2026 2027 2028 2029 203'1 20{'lI nrl icators

t4
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VI. CHALLENGES TO DEBT MANAGEMENT

l. Kenya's public debt management landscape has faced several challenges. These
include sovereign credit rating downgrade that negatively irnpacted the financial tenns
of new commercial borrorving. Such rating downgrades may lead to increased
borrowing costs, limited access to credit markets. low investor confidence, currency
depreciation. and debt sustainability risk.

2. Another challenge is the external factors such as global market volatility, and interest
rate fluctuations. These affbct the tirning and potential cost of debt management
operations.

3. The high interest environment both globally and in the domestic debt market has also
resulted in high debt service costs. The high interest on government securities was a
result of a tight monetary policy environment, which is expected to ease since the
macroeconomic environment has greatly improved. The high interest rates are
projected to result in total interest payments in the FY 2024/2025 of more than Ksh I
trillion. This consumes a very high proportion of the revenue collected and hence a big
constraint to fiscal consolidation efforts.

At a technical level the rnethodology used to assess debt sustainability for countries
like Kenya seems to have some weaknesses that should be addressed in future
methodologicalreviews. Currently, while it is acknowledged that the debt sustainability
framework considers remittances received, as one of the parameters for measuring the
debt carrying capacity, it is not used in the computation of debt sustainability ratios
where the sources of foreign exchange such as exports are used. This disadvantages
sustainability measurement for countries like Kenya with large and sustained
remittances. Inclusion of remittances in calculating the ratios would greatly improve
the indicators.

5. Limited understanding ofpublic debt management amongst major stakeholders has also
been an issue. Public debt is both a highly technical and an emotive subject in the
Kenyan political arena. Therefore, there is need for a sustained public engagement on
public debt developments and management. The National Treasury has therefore
undertaken to extensively engage stakeholders in public fora on public debt
management reports and in formulation of debt managernent strategies.
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VII. MACROECONOMIC ASSUMPTIONS AND KEY RISKS

a) Baseline Macroeconomic Assumptions

1. The 2025 MTDS is anchored on the macroeconomic assumptions outlined inthe 2025

Budget Policy Statement (BPS).

2. The global economy has stabilized with global growth projected at3.2 percenrin2024
and 3.3 percent in2025 from 3.3 percent in2023, supported by the easing of worldwide
inflation and supply chain constraints. Growth in the advanced economies is projected

to remain stable at 1.7 percent in 2024 and 1.9 percent in 2025 from 1.7 percent in
2023. At the regional level, growth in Sub-Saharan Africa is expected to rebound to 4.2

percent in2025 from 3.8 percent in2024. This growth is driven by improved economic
activities as the adverse impacts ofprior weather shocks subside and supply constraints

gradually ease.

3. Over the medium term, economic growth is projected to remain at 5.4 percent,

supported by broad-based private sector activities and ongoing government

interventions and strategies under the Bottom-Up Economic Transformation Agenda
(BETA). As shown Table l0 below.

Table 10: Baseline Macroeconomic Assumptions as per the 2025 Budget Policy
Statement PS

Proiection

Source: The National Treasury

4. Domestic Interest rates have declined in line with the easing of the monetary policy.
The interbank rate declined to I 1.5 percent in December 2024 compared to I 1.7 percent

in December 2023 and has remained within the prescribed corridor around the CBR

5.4

5.4

5.0

(3.2)

1.8

4,201.2

j.0l 7. I

(749. r )

424.5

23,529.5

Pre-Act.

5.45.1 5.0 5.3PercentRral GDI' Gro$th

5.5 5.46.5 5.4 5.4PcrccntGDP Deflutor

505.4 4.9 5.0Pcrcent 6.9lnflatioD

t1 .6 t7.716.5 l'7 .l t7 .3Percent ofCDPRevcnue

22.1 2t.522.5 22.8 22.6Percent ofGDPExpenditurc

(4 3) (3.5)(s.6) (5.3)P€rcent ofGDPOverall Fiscrl Balance including grants

0.8 1.5 t8(0.8) 0.1Pcrcent ofCDPl'rimary Budget Balsnce

3,7 58 72,702.7 3.015.4 1,385.8Ksh. Billion 2.355. t'l otal Rcvenue

4.574. t1,605.2 3 .932.6 4,263.tKsh. Billion 3.221.0Expcnditure

(751.7)(805.8) (835. r ) (862.8)Ksh. BillionOverall Fiscsl Balance including grrnts

298.3 390.822.4 r3t.0Ksh. Billion (r 14.4)Primary Budget Bslancc

t9,272.8 2t.285.6t4,299 .2 r 5,826.4 t1 .434.5Ksh. Billion(;Dl' (Current Priccs)

16

t'7 .9

2t.3

!iY
2026t2.,

t..!t'

2027t28
FY

2023nl
FY

2021/25
FY

2025t26Unit
FY

2i22/23

I

5.2

(4.e)

(831 .0)



(set at CBR+ 150 basis points). The 91-day Treasury Bills rate also declined to 10.0
percent in December 2024 from I 5.7 percent in December 2023 .

b) Key Risks to Macroeconomic Assumptions

5. The risks to the 2025 MTDS strategy are:

a) Unpredictable weather conditions that may aff'ect agricultural output and real
GDP and inflation;

b) Tight fiscal space and potential increase in the projected financing needs;

c) Uncertainties in the global economic outlook;

d) Likely constraints in accessing concessional financing;

e) Underperformance of Governrrent Securities auctions that rnay affect borrowing
performance;

f) Failure to absorb extemal financing from creditors may lead to underfunding of
the budget;

g) Underperfbrmance in revenue collection leading to increased borrorving need;

h) The risk of depreciation of Kenya shilling against major currencies that may
increase debt service costs resulting in fiscal pressure and pass-through to
inflation;

i) Materialization of fiscal risks and contingent liabilities arising from state-owned
enterprises debt obligations; and

j) Risk of credit rating downgrades.
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VIII. POTENTIAL SOURCES OF FINANCING

2. The govemment will raise funds from the domestic debt market through issuance of
Treasury bonds and bills.

3. The National Treasury will spearhead key reforms that deepen the market and diversify
the investor base. Riding on the use of DhowCSD, the government will continue to
implement measures that attract diverse set of investors to the domestic debt market,
including undertaking roadshows among relevant stakeholders.

4. The external borrowing will be majorly through concessional loans from multilateral,
bilateral and limited commercial loans such as intemational bond issuances.

5. The Government will also explore emerging funding instruments such as debt swaps,

diaspora bond, sustainability linked bonds and Environmental, Social and Govemance
(ESG) debt instruments to fund budget deficit and manage public debt.

18

l. The domestic and extemal markets are the main sources of Government deficit
financing.



IX. DEBT MANAGEMENT STRATEGY

a) Analysis of cost and Risk lndicators Under Alternative Debt
Management Strategies

l. The analysis of various borrorving mixes and strategies has been undertaken to identiff
the mix and the strategy that rninimises public debt costs and reduces risks to overall
public debt.

2. Table 1l shows the cost and risk indicators of the fbur alternative strategies and
Annexes I to 4 show more details of the alternative debt management strategies.

Table 1l: Ex ected Costs and Risks Indicators Under Alternative Strate

Curre
nt

SI s2 s3 s4

Nominal debt as percent of
GDPii
Present value debt as
percent of CDP
I ntcrest payment as percent
of GDP
Implied interest rate
(percent)
Refinancing risk

I nterest rate risk

Debt maturing in lyr (percent of
total)
Debt maturing in lyr (% of
GDP)
ATM External Portfolio (years)

ATM Total Portfolio (years)

ATR (years)

Debt refixing in lyr (percent of
total)
Fixed rate debt incl T-bills
(percent of total)
T-bills (percent of total)

FX debt as % of total

ST FX debt as 7o ofreserves

63.7'

58.1 i

5.4

8.5

1.2

7.5

9.5

6.6

8.1

7.3

24.6

85.2

5.1

49.3

27.5

57.9

53.6

4.7

8.8

l3.l

7.6

8.9

8.0

8.4

8.0

19.6

92.2

4.5

45.0

33. r

57.8

4.6

8.6

I 1.8

6.11

9.8

9.0

57.8

53.6

4.7

8.7

13.3

7.7

8.6

7.7

8.t

7.7

2t.0

90.8

4.5

47.5

35.3

-i i.l,

53.0

":,

15.9

9.1

8.6

6.2

7.5

7.1

24.1

90.1

5.9

52.0

37.6

E

r8.2

S, (,

i.l (,

?9.1

91.5

FX risk

Source: Thc Ncnional Treusury

Performing guaranlnd dcbt, snpplier cre its urul other local debls inctuding overtlraft are e:cludet! front the
proposed deht marragcmenl strategies. Debls excluded umounts to Ksh. 263.74 biltion which inclmles Ksh.l00.l7

(i)
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(ii)

billion uncalled guaranteed debts, Ksh.6l.03 billion Government overdrofl al CBK, Ksh,l3.51 hillion Supplien
crcdit, Ksh. 83.51 billion IIIIF SDR Allocation and Ksh. 5.47 billion Bank advances.

The difference between ratios in Table 9 and I I is due to the exclusion explained in (i) above

3. From an array of strategies analysed in Table ll, Strategy 2 (52) provides more
prospective benefits in terms of costs and risks of public debt than any other altemative
strategy.

b) 2025 Overall Debt Management Strategy

4. The 2025 MTDS aims to reduce debt costs and risks by sourcing 25 percent gross

borrowing from external sources and 75 percent from domestic sources over the

medium term. From the domestic sources, the strategy is to gradually reduce the stock
of Treasury bills while lengthening debt maturity and issuance of medium to long term
debt securities. On the external end, the target is a mix of concessional optimisation
and minimal commercial borrowing. Gross external financing would be composed of
14 percent concessional, 3 percent semi-concessional and 8 percent commercial
borrowing. The expected composition of public debt at the end of the Strategy period

will be 45 percent external and 55 percent domestic, as shown in Annex 2.

c) Deficit Financing Strategy (FY 2025126-2027/28)

5. Based on the MTDS analytical tool analysis, a net borrowing mix of 65 percent and 35

percent from domestic and external sources over the medium term respectively will
help optimize costs and risks of financing the fiscal deficits for the MTDS period
202s/26-2028/29.

d) Expected Costs and Risks Indicators in 2028

6. The implementation of the strategy will reduce the cost of debt by reducing nominal
debt to GDP to 57.8 percent from the current 63.7 percent and the present value of debt

to GDP from 58.1 percent to 52.8 percent over the implementation period by
FY2027128 (Table 12).

7. The debt burden will reduce as shown in the reduced interest payment as a percentage

of GDP to 4.6 per cent from the current 5.4 per cent by the end of projection period.

Lower interest payments imply reduced pressure on the budget, which can free up

resources for other priorities.

8. In terms of refinancing risks, the optimal strategy reduces the refinancing risk by
lowering the debt maturing in I year as a percentage of GDP and lengthening the debt

maturity both in the domestic and extemal portfolio.

20



Current Optimal
Strategy

5 7.8Nominal debt as percent of
GDP
Present value debt as percent
of GDP
Interest payment as percent of
GDP
Implied interest rate (percent)
Refinancing risk

FX risk

Debt maturing in lyr (%o of total)
Debt maturing in lyr (Yo of GDP)
ATM External Portfolio (years)
ATM Domestic Portfolio (years)
ATM Total Portfolio (years)
ATR (years)
Debt refixing in lyr (percent of total)
Fixed rate debt incl T-bills (percent
of total)
T-bills (percent of total)
FX debt as o/o of total
ST FX debt as oZ of reserves

5.1

49.3

27.5

)-l

44.6

29.1

63.1*

58.1 *

5.4

8.5
tt.2
7.5

9.5

6.6

8.1

7.3

24.6
85.2

52.8

4.6

8.6
I 1.8

6.8

9.8

8.3

9.0
8.6

t8.2
92.5

Interest rate risk

Source: The National Treasury
* Performing guaranteed debt, sttpplier credits and other local debts including overdralt are excluded from the
proposed debt managemenl strategies. Debts excluded amounts to Ksh 263.7i billion which includes Kshl00.t7
billion uncalled guaranteed debts, Ksh 6 t.03 billion Government overdrdft at CBK, Ksht3.54 billion Suppliers credit,
Ksh 83.54 billion IMF SDR Allocation and Ksh 5.47 biltion Bank advanies.

(f) Approaches to Deal with Debt Management Challenges

12. Centralize the reporting of trades to a single Trade Repository platform to improve
post-trade transparency which would facilitate better price discovery.
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9' The Strategy reduces the interest rate risk by increasing the average time to refixing to
8'6 years fiorn 7.3 years, increasing the debt with fixed rate fiom 85.2 per cent to 92.5
per cent, and reducing the amount of Treasury bills in the portfblio to 3.7 per cent liom
the current 5.1 per cent.

10. In terms of exchange rate risk, it reduces the tbreign exchange rate risk fiom 49.3 per
cent to 44.6 per cent by fbcusing on borrowing more from the domestic debt market.

e) Risks to the Strategy

I l. Factors that could lead to the optirnal strategy not being fully implemented may include
emergency conditions like auction failure, widening of the fiscal deficit, limited access
to extemal funding which could disrupt financing plan, and default on guarantees.

Table l2: Expected Costs and Risks Indicators of the Debt Management Strategy (2028)



13. Operationalize the sinking fund.

14. Continuously undertake LMOs to lower costs and risks of public debt- requires si

tund.

nking

15. Improve on cash management to reduce use of the costly overdraft.

16. Sustain fiscal consolidation to reduce fiscal deficits and slow accumulation of
debt.

17. Develop government securities issuance policy to guide issuance and trading

government securities to reflect market evolution over time.

publ c

of
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X. STRATEGY IMPLEMENTATION, MONITORING AND
EVALUATION

a) Domestic and External Borrowing plan
The Government will implement the debt management strategy through the Annual
Borrowing Plan (ABP). The implemenration rvork plan is show-n in Table l3 below:

Table 13: MTDS Im lementation Work Plan

2025 MTDS

1 Dissemination of the
2025 MTDS
to the
National
Treasury
Departments

Consolidated Irund
Services (Drbt)
Budget estimales

Quarterly
MTDS
monitoring and
cvaluation report
Monthly debt
management rcports

2025 M'rDS
halfyear
performance review

Review of2024
MTDS, prcpararion
and submission of
2025 MTDS to
Parliament

Circulation ofprinted
copies. clear
dissemination ofthe
information to
implementing
departments and
training counties
Preparc thc dcbl
service projections
and CFS budgct
estimatcs

Technical Fora and
peer review of
implemcntation of thc
MTDS
Access of domcstic
and extemal
bonowing and
repaymcnt data

Undenalie half year
rcview of performance
ofthc 2025 MTDS

2024 November to
2025 Fcbruary

2025 Fcbruarl

Annually as per
Budget
Calendar and during
rcvtslons

Quartcrl,

Monthlv

Evcry six months
afier effective date
Of thc MTDS

Annually

Quanerly

PDMO

PSn.lT

CSNT&P

Cabinet

Parliament
PDMO

PDMO

CBK

PDMO

CBK

MF-At)

PDMO: PPP Unit

MFAD; CBK

PDMO

AGD

CBK

MFAD

Market

PSNT

CS/NT&EP

2025 8P5,2024

BROPA
CS Meridian

CBK

2023 & 2024 MTDS
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2. PDMO will prepare domestic and external borrowing plan comprising projected

borrowing and settlement of maturities within the 2025126 fiscal year.

3. The external borrowing plan will comprise of expected disbursements by each creditor,
the disbursement period and currency of disbursement within the fiscal year as per the

2025 MTDS.

b) Review of the Borrowing Plan

5. Review of the outcome of implementation of the Borrowing Plan will be done on

weekly, monthly and on an annual basis to provide data for strategy evaluation and for
public information.

6. The progress of implementation of the 2025 MTDS will be monitored and repo(ed
through monthly reports and the Annual Public Debt Management Report (APDMR)
which is prepared and published after the end of the fiscal year.

c) Monitoring and Review of Cost and Risk Indicator Outturn of the Strategy

4. The ABP may be revised to include liability management operations to manage debt

stock risks when market conditions allow.

7. The costs and risks outcome characteristics in the 2025 MTDS will be evaluated semi-
annually and annually against sustainability threshold indicators to determine

deviations and suggest mitigation measures. Table 14 outlines the costs and risks
parameters to be evaluated.

8. The evolving public debt structure and fiscal deficit will inform review of strategy for
management of costs and risks ofpublic debt going forward. In addition, any deviations

will be used to inform strategy review and formulation of the MTDS in the next cycle.
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Table 14: Template for Evaluation and Updating of Costs and Risks [ndicators Under
Alternative Strat

Nominal debt as %o of GDP

Present value debt as %o ofGDP
Interest payment as %o of GDP

Implied interest rate (o/o)

Refinancing Debt maturing in I yr
risk (% of total)

Debt maturing in I yr
(% of CDP)

ATM External Portfolio
(years)

ATM Domestic
Portfolio (years)

ATM Total Portfolio
(years)

Interest ATR (years)
rate risk Debt refixing in lyr (%o

of total)

Fixed rate debt (% of
total)

FX risk FX debt as 7o oftotal

63.7*

58.1*

5.4

8.5

i.2

7.5

9.5

6.6

8.1

1.5

24.6

85.2

49.3

57.8

52.8

4.6

8.6

I 1.8

6.8

9.8

8.3

9.0

8.6

t8.2

92.5

44.6
*December 2024 for Semi-Annual and June 2025 lor Annual assessment

* Performing Suaranteed debt, supplier credits and other local debts including overdrart are excluded from the
proposed debt management strdtegies. Debts excluded amounts to Ksh. 263.74 billion which includes Ksh.l00.t7
billion uncalled guaranteed debts, Ksh. 61.03 bittion Government overdraft at CBK, Ksh.t3.54 billion Suppliers
credit, Ksh. 83.54 billion IMF SDR Allocation and Ksh. 5.47 bitlion Bank advances.
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ANNEXES

Annex l: Average New Borrowing by Instrument under Alternative Strategies (in
percent of gross borrowing by end of FY 2027128)

ADF
IDA/IFAD
Concessional

Semi-Concessional

Commercial/lnternational Sovereign Bond

Treasury bills

Treasura bonds 2-3 Years

Treasury bonds 4-7 Years

Treasury bonds 8-12 Years

Treasury bonds 13-17 Years

Treasury bonds 18-22 Years

Treasury bonds 23-30 Years

External
Domestic

Total

I

4

5

I

t4
29

6

6

t2

t2

6

4

25

75

100

1

i

4

2

l9
29

6

6

t0

ll
6

3

29

7t
100

I

6

8

J

7

25

7

7

l?

l3

6

5

25

75

100

26

New debt in %o of Total Gross Borrowing s3sl s2 I
I

4

5

2

22

36

9

3

6

7

3

I

34

66

100



Annex 2: Composition of Debt Portfolio by Instrument under Alternative
Strategies, (in Percent of Outstandin g Portfolio as at End of -FY 2027128)

Outstanding by Instrument
ADF

IDA/IFAD
Concessional

Semi-Concessional

Commercial/International Sovereign
Bond
Treasury bills
Treasury bonds 2-3 Years
Treasury bonds 4-7 Years

Treasury bonds 8-12 Years

Treasury bonds 13-17 Ycars
Treasury bonds l8-22 Years
Treasury bonds 23-30 Years
External

Domestic

Total

Cu rrent

5

J

8

ll
t2

9

3

49

5l
100

sl
J

t4

5

J

2t

5

)
6

l3
t4

l0
4

45

55

100

S3

)
t4

4

4

23

5

3

6

t2

l3

l0
4

47

53

100

S4

J

t4

5

4

26

6

6

5

l0
ll
9

3

52

48

100

S2

3

l5

-)

6

23 16

I-t

3

6

13

I-l

l0
)

{5
55

t 0t)

In Percent of Total As at end FY2027128
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Annex 5: Baseline Pricing Assumptions and Description of Shock Scenarios

a) The pricing assumptions under the baseline scenario for interest rates and the exchange rates
are as follorvs:

i. ADF loans are priced at an average flxed rate of 0.75 percent, with a 40-year tenor and up-
to l0-year grace period.

ii' IDA/IFAD loans are priced at an average fixed rate of 2.0 percent, with a 30-year tenor and
up-to lO-year grace period.

iii. Other concessional loans are priced at an average flxed rate of 2.0 percent, with a 28-year
tenor and up-to 7-year grace period.

iv. Semi-concessional loans are assumed to be contracted at a fixed interest rate of
approximately 3.0 percent and a maturity of 23 years including a grace period of up to 5
years.

v. Commercial borrowings and Export Credit Agencies financing with floating rates are
contracted at a reference rate plus a margin.

vi. The pricing of Kenya's International Sovereign debt is based on US forward rates and credit
spread.

vii. Pricing on the domestic debt instruments is based on US forward rates, credit spread and
i nfl ation di fferential.

b) The outlook on the baseline interest rates and exchange rates is based on the following
considerations;

i' The Kenya shilling against the dollar exchange rate is assumed to depreciate annually at an
average rate of 2.8 percent.

ii. The fixed interest rates of market-based instruments in the international capital markets
were based on US forward rates and credit spread. The domestic market yields were based
on US forward rates, credit spread and inflation differential.

iii. The interest rates for fixed rate loans are assumed to remain priced as per the existing
portfolio.

c) Three risk scenarios are evaluated as follows:

i. The risk scenario for interest rates assumes moderate interest rate shock of 0.75 percent and
1.5 percent in2026 and2027 respectively and a stand-alone extreme shock of 1.5 percent
and 3.0 percent over the same period.

ii. The risk scenario for exchange rate assumes a stand-alone extreme shock of 25 percent in
2026 which was applied on the baseline exchange rate projections.

iii. The combined exchange rate and interest rate risk shock scenario assumes an increase in
interest rate by a moderate shock of 0.75 percent combined with a 12.5 percent exchange
rate depreciation in 2026.
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Annex 6: Publication of the Debt Management Strategy

Section 33 of the Public Finance Management Act,2012 provides:

l) On or before l5th February in each year, the Cabinet Secretary shall submit to
Parliament a statement setting out the debt management strategy of the national
government over the medium term with respect to its actual liability in respect of
loans and guarantees and its plans for dealing with those liabilities.

2) The Cabinet Secretary shall ensure that the medium-term debt management

strategy is aligned to the broad strategic priorities and policy goals set out in the

Budget Policy Statement.

3) The Cabinet Secretary sha[[ include in the statement the following information: -

a) The total stock of debt as at the date of the statement;

b) The sources of loans made to the national govemment and the nature of
guarantees given by the national govemment;

c) The principal risks associated with those loans and guarantees;

d) The assumptions underlying the debt management strategy; and

e) An analysis of the sustainability of the amount of debt, both actual and

potential.

4) Within fourteen days after the debt strategy paper is submitted to Parliament

under this section, the Cabinet Secretary shall submit the statement to the

Commission on Revenue Allocation and the Intergovernmental Budget and

Economic Council, publish, and publicize the statement.

5) PFM Act 2012,'General responsibilities of the National Treasury' Section 12.

Provides that: (1) Subject to the Constitution and this Act, the National Treasury

shall- (b) manage the level and composition of national public debt, national

guarantees and other financial obligations of national government within the

framework of this Act and develop a framework for sustainable debt control.

D/\TE: 13 FEB 2015 
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