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As of 31.10.2015 
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Weights and Measures 

1 metric tonne  = 2,204 pounds (lbs) 
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1 meter (m)  = 3.28 feet (ft) 

1 millimetre (mm) = 0.03937 inch (“) 

1 kilometre (km) = 0.62 mile 

1 hectare (ha)  = 2.471 acres 
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Loan Information 

Client’s information 
 

BORROWER:  REPUBLIC OF KENYA 

 

EXECUTING AGENCY:  KENYA NATIONAL HIGHWAYS AUTHORITY  

 

Financing plan 
 

Source Amount (USD) 

million 

Instrument 

ADB 228.00 Loan 

Government of Kenya 41.06 Counterpart 

Africa Infrastructure Trust Fund (EU-AITF) 11.20 Grant 

TOTAL COST 280.26  

 
ADB’s key financing information 

 

Loan currency 
 

USD 

Loan type Enhanced Variable Spread Loan  

Lending Rate Base Rate + Funding Cost Margin + lending Margin 

Base Rate Floating Base Rate based on 6 months USD LIBOR 

with free option to fix the Base Rate 

Funding Cost Margin Refer to Footnote
1
 

Lending Margin 60 basis points 

Commitment fee  Not Applicable  

Other fees Not Applicable 

Tenor Up to 20 years inclusive of Grace Period 

Grace period Up to 5 years 

NPV (base case) USD 57.93 million 

EIRR (base case) 22.2% 

 

Timeframe - Main Milestones (expected) 
 

Concept Note approval  
 

June, 2015 

Project approval by Bank April, 2016 

Loans & Grant Agreement Signing May, 2016 

Effectiveness June, 2016 

Last Disbursement December, 2020 

Last repayment August 2036 (ADB) 

                                                 
1
 The six months adjusted average of the difference between: (i) the refinancing rate of the Bank as to the borrowings linked to 6-month LIBOR and allocated 

to all its floating interest loans denominated in USD and (ii) 6-month LIBOR ending on 30 June and on 31 December. This spread shall apply to the 6-month 

LIBOR, which resets on 1 February and on 1 August. The Funding Cost Margin shall be determined twice per year on 1 January for the semester ending on 31 

December and on 1 July for the semester ending on 30 June 
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PROJECT SUMMARY 

Project Overview 

1. The Isebania-Kisii-Ahero (A1) Road section forms part of the southern link of the Sirari Corridor 

(Tanzania-Kenya-South Sudan Corridor), which is a transit route running along the Eastern shore of Lake 

Victoria via Isebania to Lokichogio onwards to Juba. It is the main trade route between Mwanza port 

(Tanzania) and Kisumu port (Kenya)—the key trading centres within the Lake Victoria basin. The project 

aims at facilitating inter-regional movement of passengers and freight, widening of access to local 

markets, and enhancing connectivity with social and economic centres in the region. It entails: 

improvement of Isebania-Kisii-Ahero road (172km) and upgrading of feeder roads (77km) connected to 

the main roadway; assessment of domestic construction industry capacity; analysis of transport 

infrastructure gap in Kenya; and Technical Assistance to update Road design Manuals, establishment of 

post-crash care and injury recovery centre, road crash database, and empowerment of small-to-medium 

women and youth contractors through targeted training—to improve capacity for road maintenance. 

Ancillary works include: community water supply; roadside markets to improve local business 

environment and road safety. The Project is estimated to cost USD 280.26 million, and is co-financed by 

the Bank Group (81.4%), Africa Infrastructure Trust Fund (4%), and Government of Kenya (14.6%). 

Construction period is 3 years (2016–2019). Beneficiaries include 2 million people directly served by the 

road network, poised to benefit from expanded market size and improved access to social services.  

Needs Assessment  

2. The existing road was constructed in 1969, the level of service has since deteriorated with 

increasing motorization levels. Estimated current average annual daily traffic (AADT) varies between 

6,000 and 12,000 vehicles. This has over the years hindered cross border trade and undermined 

performance of fishing and agro-industries in the larger Lake Victoria basin. By lowering travel time and 

transport costs, the project will thus improve competitive position of the region through increased market 

access and lower costs. Indirectly, improved internal accessibility will foster efficient agricultural 

production and contribute to development of agro-allied industrial clusters for more job creation.  

Bank’s Added Value 

3. The rationale for Bank’s involvement is based on the following reasons: (i) the project’s objective to 

enhance transport connectivity and contribute to social inclusion by widening access and mobility at the 

local level is aligned with the Bank’s Ten Year Strategy (2013-2022) of fostering growth that is shared 

and not isolated; (ii) through this project the Bank will help sustain development outcomes from Bank 

financed Oluch Kimira Smallholder Irrigation project in the project area by opening up local and regional 

markets for fresh farm produce; and (iii) by supporting this project, the Bank confirms its commitment to 

deepening of regional integration, and strengthens Bank’s comparative advantage in timely processing 

and delivery of complex infrastructure projects. 

Knowledge Management 

4. The project presents an opportunity for knowledge expansion on innovative project designs that 

widen road investments impacts by inducing and redistributing demand in a way that improves road 

network reliability and allows productivity gains to be sustained, as a means to maximizing socio-

economic spillovers. Under Monitoring and Evaluation, such knowledge will be captured for sharing with 

transport administrations and development agencies.  
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SIRARI CORRIDOR ACCESSIBILITY AND ROAD SAFETY IMPROVEMENT PROJECT  

  
RESULTS-BASED FRAMEWORK 

 
Country and Project Name: Kenya/ Isebania – Kisii - Ahero Road Rehabilitation Project 

Purpose of the project: To facilitate transport of goods and  passengers traffic along the Tanzania-Kenya-South Sudan Corridor and to open up fresh produce markets in the Lake Victoria basin 

RESULTS CHAIN 

PERFORMANCE INDICATORS 
MEANS OF 

VERIFICATION 
RISKS/MITIGATION MEASURES Indicator 

 (including CSI) 
Baseline Target 

IM
P

A
C

T
 Contribute to increased inter-

regional and domestic trade, and 

wellbeing of the immediate 

communities served by the project 

road 

- Volume of inter-

regional and domestic 

trade; 

- Poverty headcount ratio 

- USD 472 million Kenya/ 

Tanzania trade flows (2013)  

- 43.1% lowest (Homa bay) 

& 59.8% highest (Kisii) in 

2013 

Kenya-Tanzania Total trade 

flows to increase to USD 800 

million by 2023; Reduction in 

poverty rates by 10% in the 

project counties by 2023 

Customs statistics; Trade 

statistics from COMESA/EAC 

and National Economic 

surveys; Household surveys  

- N/A 

O
U

T
C

O
M

E
S

 

- Reduced transport costs for men 

and women;  

- Increased accessibility in Lake 

Victoria basin;  

- Reduced road fatalities; 

- Increase in inter-district trade in 

food crops; 

- Skills development for women 

and youth 

- Improved planning and project 

programming 

- Annual Average vehicle 

Operating Cost (VOC) 

savings;  

- Average travel speeds on 

area road network;  

- crash fatalities on the 

road;  

- Volume and diversity of 

food crops traded 

- Number trained 

- Study report 

- USD 0.54/veh-km in 2015; 

 

- 30 km/hr in 2016 

 

- 50 deaths in 2014 

 

- N/A 

- N/A 

- N/A 

- USD 0.27/veh-km in 2021 

 

- 60 km/hr. in 2021 

- Less than 10 deaths in 2021 

- 2million tons/year in 2021 of 

10 key food crops 

- 150 women and 150 youth 

trained; 

- Study report of infrastructure 

gap and sector strategy 

submitted 

Project progress reports; 

Monitoring and Evaluation 

surveys; and Project 

Completion report (PCR). 

- Risks: (i) Increasing road crash rates undermine 

safety of road users, (ii) unpredictable flood events 

may cause road washouts and degrade roadside 

environment thereby reducing road asset life 

-  Mitigation: provision of (i) road safety audit& 

sensitization, road crash database and establishment 

of Post-Crash Care & Injury Recovery centre to 

increase survival rate of crash victims on the project 

road; (ii) Optimization of drainage culverts designs 

and tree planting program to reduce incidences of 

road damage arising from extreme flood events 

O
U

T
P

U
T

S
 

- Rehabilitated road and upgraded 

feeder roads; Trees planted, 

Markets built, water points 

constructed, Bus parks built, Post-

crash care established; 

- HIV/AIDS, road safety and 

Gender sensitization;  

- Construction capacity assessed 

and Women and Youth 

contractors trained; 

- Studies on infrastructure gap and 

Road Manuals review undertaken 

- km of roads constructed; 

- No. of trees planted, Bus 

parks constructed, Injury 

Recovery Unit & water 

points provided 

- Coverage by 

sensitization; 

- Number of the 

contractors trained 

- Studies undertaken and 

reports produced 

 

 

N/A 

 

 

N/A 

 

N/A 

 

N/A 

- By 2021, 172 km of road 

rehabilitated; 77km of feeder 

roads upgraded; 4000 trees 

planted; 3 markets & 3 Bus 

parks built; 5 water points 

provided; 

- 4 sessions carried out at each 

of the 6 populated locations by 

2021; 

- by 2020, 50 female/youth-led 

contractors trained  

- By 2019, reports are submitted 

- Progress, disbursement  and 

financial reports &Bank 

supervision reports 

- Project completion report 

- Risk: Counterpart fund delays/ irregularity  

- Mitigation: The Bank to increases its share of 

funding on development projects and KeNHA to 

synchronize its budgeting with the national 

budgeting process to ensure resources are available 

timely for projects 

- Risk: Cost Overrun could occur but based on 

experience in Kenya the chance remains marginal 

- Mitigation: The project has provided for 12.5% of 

project base cost as contingency to guard against 

such occurrence. 

K
E

Y
 A

C
T

IV
IT

IE
S

 COMPONENTS INPUTS 

I. Civil Work for the construction of Isebania-Kisii-Ahero Road Project including roadside amenities, feeder roads, and tree 

planting; II. Consultancy Services:  Construction supervision;  Monitoring & Evaluation; Infrastructure gap analysis study & 

development of sector strategy; Technical audit and road safety audit; and Financial Audit; III Institutional Support and 

Capacity Building: Assessment of domestic contracting capacity; Training of women & youth contractors; Review and update 

Road & Bridges manuals and specification; Supply of Weighbridge; Supply of ambulance & equipment to post-crash centre; and 

design, supply and installation of traffic crash database to NTSA; IV. Compensation and Resettlement 

Civil works (USD 211.05 million); Consultancy services (USD 8.49 million); Institutional 

Capacity Building (USD 14.41 million); Compensation & Resettlement (USD 15.17 million); 
Physical contingency (USD 12.46 million); and Price contingency (USD 18.68 million).  

Sources of Finance: ADB Loan = USD 228.00 million; EU-AITF Grant = USD 11.20 

million; GoK = USD 41.06 million; Total project Cost = USD 280.26 million 
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REPORT AND RECOMMENDATION OF THE MANAGEMENT OF THE ADB GROUP TO 

THE BOARD OF DIRECTORS ON PROPOSED LOAN TO KENYA FOR THE SIRARI 

CORRIDOR ACCESSIBILITY AND ROAD SAFETY IMPROVEMENT PROJECT: ISEBANIA-

KISII-AHERO ROAD REHABILITATION  

Management submits the following Report and Recommendation on proposed ADB loan of USD 228 million and 

the proposed EUR 10 million EU-AITF grant to the Republic of Kenya to finance the Isebania-Kisii-Ahero 

Road Rehabilitation. 

I STRATEGIC THRUST & RATIONALE 

1.1 Project linkages with country strategies and objectives 

 

1.1.1 Kenya’s transport policy framework is elaborated in the Integrated National Transport Policy 

(INTP) of 2009. The INTP identifies key challenges undermining the performance of the sector with 

regard to its facilitative role to the national and regional economies as: inappropriate inter-modal 

integration, suboptimal regional transport connectivity, and institutional deficiencies. The national 

development strategy, Vision 2030, also pinpoints insufficient infrastructure as a major constraint to the 

development endeavours of the Government of Kenya (GoK). Isebania-Kisii-Ahero road was first 

upgraded in 1969, and was aimed at linking Kenya and northern Tanzania to strengthen cross border 

business activities and economic ties within the East African Community (EAC). Over time with 

maintenance, the Level of Service has dropped in light of increasing motorization, changing vehicle 

designs, inadequate geometrics, and severely pot-holed pavement. Traffic crash is steadily rising on the 

project road section with a total of 375 accidents reported during the period 2009-2014, resulting in 151 

fatalities (25 deaths/year). The poor road condition continues to undermine domestic and inter-regional 

trade within the area; hence, the project is expected to improve travel conditions and to unlock growth in 

high potential productive sectors of: agriculture, fisheries, and agro-allied industries. 

1.1.2 In recognition of the abiding infrastructure gap, the Government embarked on a policy aimed at 

scaling up the stock and quality of transport infrastructure, especially roads. The goal under the second 

Medium Term Plan (MTP II) 2013-2017 of the Vision 2030 is to close Kenya’s infrastructure deficit by 

continued expansion of physical infrastructure as an enabler for sustained economic growth, development 

and poverty reduction. The MTP II aims at achieving a road network with 75-80 per cent of the classified 

roads in good condition. The Bank’s Country Strategy Paper (CSP), 2014–2018 addresses Kenya’s 

development challenges by primarily promoting opportunities for job creation. Under Pillar I of CSP—

enhancing physical infrastructure to unleash inclusive growth, the GoK aims to attain this objective by 

widening access to physical infrastructure as a means to fostering inclusive growth. Infrastructure 

connectivity under this project will be realized by linking lower rural feeder roads network with the 

national trunk roads system—to facilitate safe transport services that connect people with one another, 

with markets, and with social services. The project is aligned with the EAC 4
th

 Development Strategy 

(2011-2016) on “deepening and accelerating integration”; and Bank’s Regional Integration Policy and 

Strategy (RIPS) for 2014-2023, emphasizing regional infrastructure development, trade and 

industrialization—investments that promote enhanced capacities of local entrepreneurs. 

1.2 Rationale for Bank’s involvement 

 

1.2.1 The Bank takes cognisance of the country’s development objectives as spelt under MTP II and 

sectoral needs as stated in the INTP particularly, the need to improve infrastructure connectivity and 

strengthen institutional capacity as a necessary condition to attaining and sustaining growth as envisaged 

under the Vision 2030. It is also noted that stand-alone regional transport facilities tend to predominantly 

serve transit traffic with little linkages at the local level. The involvement of the Bank in this project thus, 

seeks to enhance regional transport connectivity and mitigate problems of social exclusion by widening 
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access and mobility at the local level. The project outcomes envisaged above are informed by the High 

Fives (Hi-5s) initiative within the context of the Bank’s Ten Year Strategy (TYS) to be realized 

particularly, through three priority areas: (i) Integrating Africa through improvement of the cross border 

road link to open up regional markets and foster inter-regional trade as an enabler of economic growth; 

(ii) Feeding Africa by enhancing infrastructure connectivity to facilitate inter-regional food transfers from 

surplus regions to food deficit areas; and (iii) Improve the quality of life for the people of Africa through 

provision of basic services such as community water supply points, market facilities for roadside traders, 

skills development for Women and Youth entrepreneurs, and road safety interventions to reduce road 

carnage. 

1.2.2 The Bank is therefore, best suited owing to its other past interventions in the area in smallholder 

irrigation schemes, where increased farm produce will need to be evacuated and transported timely to 

markets. The project is thus poised to foster synergies with Bank financed Oluch Kimira Irrigation 

Scheme, by providing access to farms and markets (both local and regional). In doing so, the Bank not 

only confirms its commitment to integrate Africa but also strengthens its comparative advantage in the 

continent in delivering complex infrastructure projects at relatively shorter timelines. Complementary 

transport projects being undertaken in the project area by GoK include: the construction One-Stop-

Border-Post at Isebania border nearing completion; an interchange at Ahero junction; and rehabilitation of 

Lesseru-Kitale-Nadapal section, all expected to start in 2016 with support of the World Bank, EU and 

JICA. 

1.3 Donors coordination 

1.3.1 Donor coordination in Kenya is carried out at sector and national levels. The apex aid 

coordination body is the Development Partnership Forum (DPF), chaired by the Deputy President, 

attended by heads of diplomatic missions and aid agencies, and heads of government departments. The 

DPF discusses key policy issues, and agrees on a set of deliverables. As one of the sector groups, the 

Roads and Transport Sector Donor group meets regularly to harmonize donors’ responses and positions 

with respect to institutional, policy and projects financing and implementation issues. The Bank is one of 

the leading financiers in the road sub-sector in Kenya. Other major donors involved in the sector include 

World Bank, European Union, AFD, China, JICA, and Trade Mark East Africa (TMEA). The Bank 

chaired the Roads and Transport Sector Development Working Group until 2010. The chairmanship of 

the group is on a rotational basis annually and currently is held by the EU.  

Table 1.1: Donor coordination in Kenya 

Sector or subsector 
Size 

GDP Exports Labour Force 

Construction* 4.2 N/A N/A 

Players - Public Annual Expenditure (average) 

GOK *  Donors 

UA 657 Million (65%) UA 349 million (35%) 

Level of Donor Coordination 

Existence of Thematic Working Groups:                         Yes 

Existence of SWAPs or Integrated Sector Approaches:  Yes 

AfDB's Involvement in donor coordination**:               M 

* Average of the last five years(2009 – 2013)   ** L: leader, M: member but not leader, none: no involvement   

II  PROJECT DESCRIPTION 

2.1 Development Objectives and Project components 

 

2.1.1 Development objectives of the Project are to promote inter-regional and domestic trade and in 

doing so, contribute to the GoK’s socio-economic development and poverty reduction efforts by 

improving access to markets and enhancing transport efficiency. The specific objective is to improve 
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regional transport connectivity by expanding and improving road infrastructure (both trunk road and 

feeder roads) in order to facilitate freight and safe passenger transport along the Sirari Corridor 

(Tanzania-Kenya-South Sudan), and within the Lake Victoria basin. The five (5) project components are 

as outlined in Table 2.1 below. 

Table 2.1: Project components included under the project 

No. Component Name Estimated Cost 

(USD) million 

Component Description 

1 Rehabilitation of 

trunk and feeder 

roads 

237.43 i) Rehabilitation of 172km Isebania-Kisii-Ahero (A1) road section 

ii) Upgrading of 77km of the following feeder roads: 

- Oyugis-Kendu Bay road (20km),  

- Nyachenge-Tabaka-Ogembo road (15km),  

- Sondu-Nyabondo road (6km),  

- Oyugis-Gamba road (7km),  

- Suneka-Rangwe road (18km), and  

- Misambi-Ekerenyo road (11km). 

iii) Complementary Initiatives (Social Infrastructure) including: 

- construction of bus parks complete with market stalls at Oyugis and Migori, 

- construction of roadside markets at Katito, Sondu, Chabera, Kadongo, 

Mosocho, Nyachenge and Ranen, 

- provision of community water points at Nyabondo and Sondu & installation 

of pump at a borehole in Nyabondo hospital 

- construction of traffic injury recovery unit at Nyabondo hospital 

- tree planting 

2 Project Management 11.12 i) Supervision of Construction Works, 

ii) Monitoring & Evaluation and Road Safety Audit services, 

iii) Technical audit services, 

iv) Financial Audit services to be undertaken by OAG 

3 Technical Assistance 

to the  Sector 

8.83 i) Review and Update of Roads & Bridges Manuals and Specification, 

ii) Transport Infrastructure gap & development of transport strategy, 

iii) Capacity Assessment of Domestic Construction Industry, 

iv) Training of Women and Youth in construction, 

v) Supply and Installation of Axle Load Weighbridge at Rongo, 

4 Road Safety 

Intervention 

7.21 i) Supply of six (6) ambulances to key regional hospitals & provision 

of medical equipment to Nyabondo post-crash care and injury 

recovery centre, 

ii) Design, supply and installation of road crash database system to 

NTSA 

5 Compensation and 

Resettlement 

15.67 i) Compensation of Project Affected Persons 

2.2 Technical solution retained and other alternatives explored 

 

2.2.1 Rehabilitation of the road does not entail major re-alignments and is to follow the existing corridor 

to the extent possible with improvements to road geometrics, junctions widening, enhancement of 

roadside accessibility by construction of service roads in built-up centres, as well as drainage 

enhancements and raising of the road level over the flood-prone Kano Plains, within Kisumu County. The 

alternatives considered therefore, were mainly based on the extent to which the road design contributes to 

accessibility and safety of road users on the one hand, and on the other hand, appropriate choice of 

pavement design options and consequent economic implications.  
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2.2.2 The adopted option entails pavement reconstruction using mechanically stabilized
2
 sub-base layer 

of 225mm with 150mm Dense Bitumen Macadam (DBM) base and 50mm of Asphalt Concrete (AC) 

wearing course, improved geometrics, wider carriageway of 11m wide including 2m shoulders, and 

enhanced road drainage structures. Other options explored are as in Table 2.2. 

 

Table 2.2: Other project alternatives considered and reasons for rejection 

Project 

Alternative 

Brief description Reasons for rejection  

Option 1 
Overlay of existing 6.5m pavement using 

120mm of (DBM), reinstatement of 1.5m 

shoulders, and de-silting of blocked culverts; 

i) Proposed intervention measures cannot structurally 

carry the growing transit traffic on the project road and would 

potentially result into higher maintenance costs on annual 

basis; 

ii) Without improvements in road geometrics, the road 

would remain unsafe for transit traffic and overall travel time 

on the road would remain unreliable thus undermining inter-

regional trade opportunities. 

Option 2 
Reconstruction using AC layer of 50mm on 

top of DBM layer of 150mm and at least 2% 

cement stabilized sub-base of 225mm, 

widening and improvement of road 

geometrics, provision of two bypasses at 

Oyugis (7km) and at Kisii (10km), grade 

separated junction at Kisii, sub-surface 

roadway within Oyugis town, and upgrading 

of 77km of feeder roads. 

i) Despite offering superior road geometrics, good road 

network connectivity, improved market access, and higher 

traffic capacity with fairly strong pavement, is not cost 

effective and does not present efficient use of scarce resources 

over a 20-year design life of the project road, 

ii) The road bypasses at Oyugis and Kisii would 

invariably result into economic decline of these relatively 

small trading centres, traffic through towns with good safety 

features, is still critical for sustenance and growth of 

businesses.  

2.3 Project type 

 

2.3.1 This is a stand-alone project loan financing. This decision arises from a common understanding 

and perception by Development Partners on fiduciary risk environment and possible fungibility of project 

funds. Under MTP II, the GoK has clearly outlined sector priorities with specific beneficiaries within 

definite timelines, which makes it easier to monitor the implementation of such operations in the present 

circumstances.  

2.4 Project cost and financing arrangements 

Project cost 

2.4.1 The overall project cost estimate (net of taxes) is USD 280.26 million of which the foreign 

exchange cost is USD 203.36 million or 72.6% of the total, and the local cost is USD 76.90 million or 

27.4% of the total. The project cost estimates were derived from feasibility and detailed engineering 

design studies of the project and also took cognizance of unit prices of similar recent international tenders 

in the project area. The project cost estimates by component and by category of expenditure are indicated 

in Tables 2.3 and 2.4 respectively. Detailed costs and expenditure schedules are provided in Annex B2. 

 

 

 

                                                 
2
 Mechanical stabilization of road pavement layers does not require cement. The latter drives the cost of road building and could potentially undermine the 

sustainability of the pavement when quality of workmanship is not properly managed, as it is bound to result in reflective cracking thus compromising the 

structural integrity of the road foundation particularly, when water seeps through the lower layers 
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Table 2.3 - Project Cost Estimates by Component (USD Million) 

Component Foreign Currency 

Cost 

Local Currency 

Cost 

Total Cost % Foreign 

Civil Works 158.29 52.76 211.05 75.0% 

Project Management 8.89 0.99 9.09 90.0% 

Technical and Institutional Support 7.46 0.39 8.64 95.0% 

Road Safety Intervention 6.09 0.32 6.41 95.0% 

Compensation and Resettlement 0.00 13.93 13.93 0.0% 

Base Cost 180.73 68.39 249.12 72.5% 

Physical contingency 9.04 3.42 12.46 73.1% 

Price contingency  13.55 5.13 18.68 72.5% 

 Project Cost net of taxes 203.32 76.94 280.26 72.5% 

Project Cost with VAT@16% 235.85 89.25 325.10  

 

Table 2.4 – Project Cost by Category of Expenditures Net of taxes (USD Million) 

Category Foreign Currency 

Cost 

Local Currency 

Cost 

Total Cost % Foreign 

Civil Works 178.07 59.36 237.43 75.0% 

Services 17.19 1.49 18.68 92.0% 

Goods 8.06 0.42 8.48 95.0% 

Compensation and Resettlement 0.00 15.67 15.67 0.0% 

Project Cost net of taxes 203.36 76.94 280.26 72.5% 

 

Source of finance 

2.4.2 ADB, EU-AITF and GoK will jointly finance the proposed project components. The Bank 

financing will contribute USD 228.00 million representing 81.4% of the total project cost, from ADB 

resource envelope available for Kenya; Africa Infrastructure Trust Fund (AITF) will provide 4.0% of the 

total cost as grant. The financiers will cover all the foreign exchange costs and part of the local costs. The 

GoK will finance 14.6% to cover part of the local costs including compensation and civil works as 

indicated in Table 2.5.  Projected expenditure outlay by each component and source of financing is 

presented in Table 2.6; additional details on the same are provided in Annex B2. 

2.4.3 The Government contribution to the project of USD 41.06 million represents 14.6% of the entire 

project cost, is less than 50% as expected under ADB window. This is justified by the fact that Kenya 

qualified as a Blend Country with access to ADB window resources from 1
st
 September 2015, at a time 

when the Government already committed substantial budgetary resources to infrastructure development. 

The justification for minimization of counterpart fund contribution is therefore, based on increased 

country’s spending on infrastructure now estimated at 8.3% of GDP for 2014/15 financial year. The 

sovereign-bond issuance and railway-loan disbursements in 2014/15 pushed public debt to around 46% of 

GDP (See Annex V for more details). 
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Table 2.5: Sources of financing net of taxes (USD million) 

 Source of Financing Foreign 

Currency Cost 

Local 

Currency 

Cost 

Total Cost % of Total 

ADB Group (Loan) 192.82 35.18 228.00 81.4% 

EU-AITF (Grant)* 10.54 0.66 11.20 4.0% 

GoK (Counterpart)** 0.00 41.06 41.06 14.6% 

Project Cost net of taxes 203.36 76.90 280.26 100% 

Project Cost with VAT @ 16% 235.90 89.20 325.10  

* Grant funds already approved on 09 December 2015 

** Justification for less than 50% contribution by GoK is attached as Appendix V 

 

Table 2.6:  Expenditure Schedule by Component net of taxes (USD Million) 

Component 2016 2017 2018 2019 2020 Total 

Isebania-Kisii-Ahero Civil Works 35.61 59.36 71.23 59.36 11.87 237.43 

ADB 31.81 53.01 63.61 53.01 10.60 212.04 

GoK 3.81 6.35 7.62 6.35 1.27 25.39 

Project Management 2.55 4.47 3.19 1.98 0.94 13.13 

ADB 2.55 4.47 3.19 1.98 0.94 13.13 

Technical and Institutional Support 1.39 2.70 1.91 0.62 0.20 6.82 

ADB 0.00 0.65 1.44 0.54 0.20 2.83 

AITF 1.39 2.05 0.47 0.08 0.00 3.99 

Road Safety Intervention 1.44 2.88 2.16 0.72 0.00 7.21 

AITF 1.44 2.88 2.16 0.72 0.00 7.21 

Resettlement & Compensation 7.84 7.84 0.00 0.00 0.00 15.67 

GoK 7.84 7.84 0.00 0.00 0.00 15.67 

Project Cost net of taxes 48.83 76.70 78.20 62.60 13.18 280.26 

Project Cost with VAT @ 16% 56.64 88.97 90.71 72.62 15.29 325.10 

 

2.5 Project’s target area and beneficiaries 

 

2.5.1 The Isebania-Kisii-Ahero Road project is approximately 172 kilometres and it traverses four 

counties of Migori, Kisii, Homa Bay and Kisumu. The project starts at Ahero junction on B1 road. It then 

moves through Katito, Onyuongo, and Nyabondo to Sondu. At Sondu it takes a south-westerly direction 

via Kabondo, Ringa, and Ober to Oyugis where it joins Kendu bay road. It then moves in a southerly 

direction via Mosocho and Nyamataro where it meets B3 road within Kisii town and goes in a south 

westerly direction via Suneka, Gesonso, Gasero, Kamagambo, Rongo, Ranen, Awendo, Uriri, Kakrao 

near Mukuyu, Migori and terminates at the Isebania border (Sirari) town. While the project traverses a 

large portion of the former Nyanza province which has a population of 5.4 million people, the direct 

beneficiaries within the zone of its influence (20 km radius) is estimated at 2 million (2009 Census). 

Economic growth in the project area of influence as espoused in the Lake Victoria Transport Master Plan 

and in the Northern Corridor Multi-modal rail transport plan is centred on unlocking agricultural, 

fisheries, and agro-allied industrial potential to help feed the regional populace and to industrial the larger 

Lake Victoria basin in line with the Hi-5s. 
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2.5.2 The rehabilitation of the Isebania-Kisii-Ahero, which forms part of the A1 road (Appendix IV) 

connecting with Tanzania in the south and South Sudan in the north, will facilitate cross border 

movement of passengers and freight, and expand regional market size thereby, helping diversify 

livelihoods of the EAC residents, and particularly address vulnerability and fragility of pastoralist 

communities along the South Sudan Corridor. The project design has included upgrading of 77 km of 

feeder roads adjoining the trunk road as a means to transmitting project benefits to the surrounding 

communities in terms of social and economic development spill overs arising from connecting population 

centres with markets, social and administrative centres.  The overall beneficiaries shall be transporters 

and vehicle owners operating on the road, local population (consumers, producers, traders etc.), investors, 

Kenyan public administration, and security sectors. The benefits shall include reduced time of travel, 

increased proximity (access) to all-weather roads, reduced real passenger fares, reduced accident rates and 

enhanced regional trade.  

2.6 Participatory process for project design and implementation 

 

2.6.1 The road project has been identified in the Country Strategy Paper (CSP 2014-2018) as priority for 

development, which was an outcome of broad-based consultations between the Government, development 

partners, private sector, and civil society groups.  During the Environmental and Social Impact Assessment 

(ESIA) studies, public and stakeholder consultations were further undertaken to gain public views, concerns 

and potential benefits in regard to the proposed upgrading of the road. The consultative meetings, 

interviews, and focus group discussions, were used as means to creating awareness and identifying positive 

and negative socio-economic impacts of the road project. Proposals for mitigation measures to address the 

potential impacts during the project cycle were also generated in these meetings, and went a long way in 

creating a sense of commitment by the surrounding community. The consultative meetings also involved 

various development partners (The World Bank, EU, and JICA) in the country, the private sector, NGOs, 

and elected representatives at national and county level, including lead ministries, relevant government 

agencies, and transporters.  

2.6.2 Issues and recommendations advanced by the stakeholders included: (i) timely, fair and transparent 

compensation and valuation processes; (ii) adequate drainage provisions to avoid flooding of roadway in 

wet seasons; (iii) fair and equitable employment opportunities among host communities; (iv) adequate road 

safety measures during and after construction including traffic calming measures to be provided in built up 

locations and the need for post-trauma centres for crash victims; (v) community water supply points; (vi) 

market infrastructure for roadside traders; and (vii) feeder roads connecting people with local trading 

centres and public social places. These issues have been incorporated in the project’s design and also 

included in the Environmental and Social Management Plan (ESMP). The issues discussed with the 

development partners focussed on lessons learnt within the sector particularly, those that foster 

sustainability of road assets in the country. Details on feedback received by the Bank are contained in 

Annex B8. 

2.7 Bank Group experience and lessons reflected in project design 

Status and Impact of Prior Bank Intervention in the Sector 

2.7.1 The Bank Group has since 1967 committed up to UA 2.6 billion including recently approved 

operations in 2015 covering: investments, knowledge and policy dialogue, and technical assistance. As of 

September 2015, the Bank’s portfolio in the country comprises of 35 active operations—25 public sector 

projects and 10 private sector operations, with a net total commitment of UA 1.64 billion. Transport 

sector dominates the portfolio by value at 34%, followed by Energy at 28%, Water (15%), Finance 

(12%), Social (6%), and Agriculture at 5%. Current (2015) preliminary CPPR assessment ratings returned 

satisfactory overall portfolio performance of 3.40, with the Implementation Progress (IP) and 

Development Objectives (DO) ratings of 3.23 and 3.58 respectively on a scale of 0-4. 
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The Bank has to date financed 25 operations in the transport sector in Kenya amounting to UA 865.1 

million, with some eight active. These projects have made significant contributions towards improving 

mobility, providing access to socio-economic opportunities and facilitating regional integration 

Lessons Learned and Reflected in Project Design 

2.7.2 The project design has taken into account lessons learnt from previous interventions in the 

Country as well as recommendations of the IDEV findings
3
. The lessons relate to sustainability of results, 

evaluation of development impacts, project start-up delays, weak institutional governance, and project 

cost and time overruns partly related to poor or inadequate designs
4
. Additional lessons have been drawn 

from two transport projects set for completion in Quarter 2 and 4 of 2015 and whose PCRs are under 

preparation. 

2.7.3 In response to the lessons from  previous interventions, the project design has included the 

following components: (i) training of small-to-medium women and youth contractors to build capacity for 

infrastructure maintenance at the local level through empowerment of micro-enterprises in the 

construction industry, and in the process, assure gender equality in the sector. Further, the Bank discussed 

and agreed with the GoK on an undertaking that the Government must immediately commission 

maintenance works upon completion of construction as a precondition for Bank’s financing of any future 

road projects in the Country; (ii) Monitoring and Evaluation component as a stand-alone service has been 

provided for to help in measuring results and development impacts; (iii) A study to analyse transport 

infrastructure gap in Kenya, to facilitate a predictable and transparent planning and programming of 

future sector projects in a way that maximizes social development impacts of the country, promotes good 

governance practices, and reduces costs of infrastructure access; (iv) Technical Assistance to review and 

update
5
 the Kenyan Road Design Manuals and Specification, in order to improve road infrastructure 

designs and reduce risks of time and cost overruns.  

2.8 Key performance indicators  
 

2.8.1 Results-based logical framework outlines key project performance indicators. The development 

outcomes envisaged under the project are: (i) Reduced transport costs; (ii) Increased accessibility; and 

(iii) Skills development of women and youth. These shall be monitored using the following indicators: 

Road User Costs, Travel time, and Person-months of employment created. Other wider impacts induced 

by this investment in the area shall be assessed based on: (i) road crash fatalities; (ii) gender deferential in 

roles and responsibilities; (iii) HIV/AIDS prevalence; (iv) local and regional commodity flows; (v) 

growth in market size; and (viii) income/poverty indicators. Monitoring and Evaluation services is to be 

procured prior to the start of construction works, and shall specifically, be responsible for baseline data 

collection, mid-term and post construction assessment of impacts arising from the project. 

III PROJECT FEASIBILITY 

3.1 Economic and financial performance 

 

3.1.1 The economic analysis was carried out using the HDM-4 software based on a cost-benefit 

analysis by comparing the “with” and “without “project scenarios over a 20-year analysis period. A 

discount rate of 12%, residual value of 30% of estimated project value at present, and, a Standard 

Conversion Factor (SCF) of 0.80%, were the assumptions made in assessing the economic viability of 

                                                 

3 Annex 9 of Kenya CSP 2014-2018 
4 African Development Bank (2015): Road Design Optimization in Africa, Draft Final Report 
5 The Kenyan Road Design Manuals and Specification were developed in 1979 when the level of motorization was relatively low compared with present 

times, thus the need to review and update them in light of increased traffic loading, changing climatic conditions, and latest improvements in road building 

technology 
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the proposed project. The construction period was assumed to start in June 2016 and is to last for 36 

months. The total project cost including contingencies was converted into economic costs using the 

adopted SCF. The economic costs considered include capital investment costs and routine and periodic 

maintenance expenses. The benefits on the other hand consist of savings in: (i) vehicle operating costs; 

(ii) passenger and cargo travel times; and (iii) maintenance costs on annual basis by the Road Agency. 

The estimated present Annual Average Daily Traffic (AADT) on the project road varies from 4,012 to 

12,792 vehicles per day. The weighted Economic Internal Rate of Return (EIRR) for the base case was 

estimated at 22.2% whereas, base case weighted Net Present Value (NPV) was USD 57.93 million 

discounted at 12%. Results of economic analysis for each individual road sections are summarized in 

Table 3.1; detailed traffic and economic analysis are presented in technical Annex B7 for the preferred 

project option. 

Table 3.1: Key Economic and Financial Figures 

EIRR (Base case) 22.2% 

NPV (12% Discount) USD 57.93 million 

EIRR (20% decrease in benefits) 15.4% 

EIRR (20% increase in costs) 18.9% 

EIRR (+20% costs & -20% benefits) 12.5% 

 

3.1.2 Sensitivity analysis undertaken with a 20% rise in project cost and a 20% drop in projected 

benefits resulted in a 12.5% economic rate of return for the entire project, which is a sufficient measure 

of robustness of the proposed investment. Switching value analysis indicates that the Project would only 

become unviable when project costs increase by 87% or when the projected traffic level on the road fail 

to materialize by up to 46%, which is highly unlikely in the short-to-medium term during project 

implementation period.  

2.9 Environmental and social impacts 

Environment 

3.2.1 The Bank has classified the road project as Category 1 due to the potential disruption of activities 

on the bio-physical and social environment during construction. The proposed project intervention will 

lead to loss of business premises for certain socio-economic groups along the project corridor. The 

number of affected persons exceeds 200 persons. A summary of the ESIA and RAP have been prepared, 

posted on the Bank’s website on 28 July 2015, and subsequently distributed to the Board on 1 September 

2015. 

3.2.2 The negative environmental and social impacts associated with the project implementation are 

expected from the construction phase and these include: (i) Social and economic disruption during 

construction for businesses and structures within the Road Right of Way; (ii) Environmental pollution 

from emissions (dust) into the air from work areas and construction equipment; (iii) Damages to land and 

soil arising from materials extraction, spoil disposal, waste disposal from camp sites and work areas as 

well as disposal of used oil and grease; (iv) Noise and vibrations to the neighbouring premises arising 

from construction equipment, road safety concerns related to deviated traffic and other sources; (v) 

workers and public health and safety concerns during construction (vi) Social related infections associated 

with interactions including HIV/AIDS and other communicable diseases. 

3.2.3 Mitigation measures for adverse impacts have been identified and included in the ESMP. These 

include (i) compensation of PAPs; (ii) prevention of pollution of surface water; (iii) strict adherence to 

restoration and rehabilitation plans for quarries, borrow sites, campsites and other work areas; (iv) road 

safety awareness and sensitization to reduce the risks of accidents; (v) enforcement of the Occupational 



 

10 

Health and Safety laws and regulations; (vi) sensitization campaigns on Gender and HIV/AIDs awareness 

(vii) inclusion of the necessary environmental clauses in the project construction contract document so as 

to ensure the implementation of the ESMP. The total ESMP implementation cost is estimated as KES 

118,130,000. 

3.2.4 Positive impacts include (i) facilitation of regional trade through improving efficiency of traffic 

flow from Tanzania to South Sudan through the Sirari Corridor (ii) reduction in travel time and cost of 

travel; (iii) skills development of women and youth through capacity building and training program; (iv) 

improved access to educational, health and other social services and (v) improving connectivity through 

upgrading of feeder roads linking to the Main Trunk Road. 

Climate Change 

3.2.5 According to Bank’s Climate Screening System, the project was validated as Category II in terms 

of Climate Risk. There are likely direct and indirect long-term environmental and social climate change 

impacts due to construction and operation of the proposed project. During the construction phase, 

emission of particulates as well as NOx and SOx from the diesel and gasoline engines will increase due to 

operation of construction traffic. Similarly, in the operational phase, emission of particulates as well as 

NOx and SOx from the diesel and gasoline engines on the highway will increase from the current status 

due to the projected growth in traffic volumes as trade between Kenya and Tanzania increases. Mitigation 

measures include tree planting in relation to sequestering carbon emissions from road traffic and re-

vegetation of borrow sites. Further, the project’s vulnerability to climate variability and change was also 

assessed, including: flooding from increased precipitation in frequency and intensity and overtopping of 

culverts and bridges. Adaptation measures incorporated in the design include; improving storm water 

drainage from the road to mitigate flooding impacts; use of appropriate flood return periods for the sizing 

of bridges (1:50years), culverts (1:25years), and longitudinal drains (1:10years).  

Gender  

3.2.6 The Bank’s TYS has among the three areas of special emphasis, gender mainstreaming which is 

also anchored within the five operational priorities of inclusive growth. Besides, the Bank’s Gender 

Strategy (2014–2018) has provided clear direction on how to mainstream gender in Bank operations. The 

Strategy reckons that gender equality is integral to Africa’s economic and social development and thus is 

central to the Bank’s ambitious vision for Africa which includes creating opportunities for women, 

disadvantaged and marginalized people, and communities so they can participate in, and benefit from, the 

development of their communities and nations. The Kenya National Policy on Gender and Development 

provides a framework for the State to reduce gender imbalances and inequality under the auspices of the 

National Gender Equity Commission (NGEC). The policy provides guidance to different sectors in line 

with Government’s effort to spur economic growth, reduce poverty and unemployment by taking into 

consideration the needs and aspirations of Kenyans - women, men, girls and boys across economic, social 

and cultural divide.  The design of this project will not negatively affect any gender group; its 

implementation will moreover, ensure that both women and men benefit from it through some 

complementary initiatives considered under the project. 

3.2.7 Activities under the project shall include contractor and community sensitization campaigns to 

encourage women participation; including gender specific awareness and prevention campaign on the 

spread of HIV/AIDS messages. In compliance with the National Constitution, the project shall strive to 

ensure that at least 30% of the workers are women. This shall be ensured by Contractors engaging 

directly with Women Associations, to be facilitated by County Social department representatives within 

the Project Steering Committee. 

3.2.8 Benefit enhancing initiatives of the project shall include implementation of a training and capacity 

Building program for women and youth. It targets at least 500 small and medium women and youth 

contractors to be trained in appropriate construction technics; business related skills; and in so doing 
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enhancing infrastructure maintenance capacity in the project counties. The National Construction 

Authority (NCA) shall manage the program, including selection of participants and areas of training in 

collaboration with relevant stakeholders and local administration. Other gender enhancing initiatives 

include community water supply points estimated to cost KES 200 million and provision of roadside 

markets for predominantly, women traders. Estimates are part of the main works. 

3.2.9 Key impacts of the improved road will be facilitation in transporting produce to markets, ferrying 

water for domestic use by means of motorized and non-motorized transportation systems such animal 

carts; bicycles and boda-boda; and by use of trucks. Most of these chores are performed by women and 

girls, the project will therefore contribute to reducing the burden borne by them thereby releasing time for 

other economic activities. 

Social 
 

3.2.10 Impact on Poverty: The poverty levels in the affected counties vary from 59.8% in Kisii to 

43.1% in Homa bay. The objective of the MTP II and related county strategies is to reduce the incidence 

of poverty in both urban and rural areas by strengthening the capabilities of the poor and the vulnerable 

groups to earn income. Project implementation shall support this agenda through creation of 

approximately 12,000 person-months of local employment opportunities in semi-skilled and unskilled 

jobs during construction and 400 other jobs during maintenance. This will contribute towards wealth 

creation where an estimated 20.5% and 12.5% in Homa Bay and Kisumu Counties respectively, are 

unemployed. This assumption is based on the current rural minimum wage of approximately KES 6000 

per month, which translates into a cash flow that will boost the local economy during the period of 

construction.  

3.2.11 Response to communicable diseases: Among the expected negative social impacts is the spread 

of HIV/AIDS and STI due to the influx of a labour force to the construction sites and the subsequent 

interaction with communities. The project area is categorized as hyper endemic given its relatively high 

prevalence rate ranging between 14.7% and 25.7% compared to the national average of 6.04% (HIV 

Profiles, 2013). The project has included in its design, an awareness and prevention program. Given the 

peculiarities of the situation, KeNHA will work with National Aids Control Council (NACC) at national 

level and local NACC and health officers to develop a robust prevention program. Among the 

interventions included will be a review and improvement of the wellness centres at predetermined 

locations along the road with experience gained from the three-wellness centres that were established 

under the weighbridges project and associated sustainability of such interventions. KeNHA shall form a 

taskforce with representation from various key stakeholders, and NACC will provide terms of reference 

on the HIV component. In addition, the area has a high incidence rate of a rare type of malaria 

(Highlands’s malaria), which shall require special attention and awareness program and protection of 

workers by providing them with treated mosquito nets under works contracts. 

3.2.12  Road Safety and Safe Road Use: Road Safety audit of the new designs and that of the existing 

roadway reports an average number of road casualties of 75 on annual basis for the period 2009-2014 due 

partly to the current condition of the road and in part to over-speeding and carelessness of drivers and 

pedestrians. In addition to the road safety audits undertaken at design stage, and another to be done during 

construction, and after completion of works, the project shall carry out awareness and educational 

campaigns both during construction and operation. Of importance is adequate signage especially during 

construction that will have to be emphasized in the traffic management plan and use of diversions and 

alternative routes by motorists. Pedestrians will have to be educated about the importance of crossing 

roads at designated crossing points and use of footbridges (where applicable) to avoid accidents. 

Particular sensitization programs will be for schools, local communities and motorcyclists (boda-boda).  

In addition, the project will improve safety and security by providing sidewalks and street lighting in 

built-up areas. Street lighting is important for both safety and security especially for women and girls. 

Furthermore, the project shall construct bus terminals complete with market stalls; roadside markets 
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aimed at separating local traffic from the transit traffic on the main trunk road thereby maintaining 

acceptable level of service for long distance traffic besides improving road safety for many roadside 

traders most of which are women.  

3.2.13 Post Trauma and Injury Care: Related to the road accident issue, the project shall conform to 

one of the five pillars of the Decade of Action for Road Safety (2011-2020) sponsored by the UN by 

providing post-crash care along the road. In recognition that many lives are lost due to inadequate care 

and/ or poor handling of victims after road accidents, the project will intervene through a complementary 

initiative by establishing a Post-Crash Trauma and Injury Recovery Centre at Nyabondo Hospital. The 

hospital is centrally located within the zone of influence of the road. This shall be able to deal with 

injuries before they are referred to higher-level medical facilities. The intervention shall consist of a 

surgical unit, medical emergency equipment, including provision of six (6) ambulances
6
, post-crash 

counselling unit, and water supply points and training for health workers in dealing with accident victims. 

The hospital is to sign a Memorandum of Understanding (MOU) with the County Government of Kisumu 

to ensure that the service is available to the general public and that the equipment are maintained to assure 

the sustainability of the trauma centre. 

3.2.14 Foot Bridges, Walkways and Access Roads: To ease crossing of roads and ensure safety of 

pedestrians and other non-motorized traffic (NMT), the project will construct footbridges at 3 locations 

(Katito, Kisii, and Rongo) being sites selected as most deserving due to perceived crash risk to 

pedestrians. To ensure inclusive utilization of the road, all footbridges shall be provided with ramps for 

wheel chairs, elderly and people with disability. Raised pedestrian walkways shall be included in the 

design at busy places and towns. Walkways and access roads will improve transportation flow and access 

to services especially where there are commercial activities; in addition to separation of vehicular traffic 

from NMT.  

3.2.15 Upgrading Feeder and Link Roads: The project area is rich in agriculture and other natural 

resources but development of these is hampered by lack of good all-weather roads. The project has 

included 77km of feeder roads selected by obtaining traffic levels, population served, and number of 

administrative and social facilities to be connected. The population of Lake Victoria Basin is 

approximately 40 million and the Isebania-Kisii-Ahero road and the associated feeder roads directly serve 

transport needs of up to 2 million people, in terms of opportunities that positively impact their income and 

livelihoods. (See Annex B8).  

Involuntary resettlement 
 

3.2.16 Implementation of the project shall affect people living within the right of way (RoW). The 

project will therefore affect persons in households and businesses as well as assets such as shop buildings 

and temporary business stalls in the market centres and fences, gates, crops, trees and farmlands in 

villages along the alignment that mainly have encroached on the available road reserve. The potential 

impacts of the project will thus include loss of buildings and other structures, trees and crops, 

businesses/livelihoods, fences and gates. Impact on vulnerable sub-groups such as widows, orphans and 

elderly people in the society shall be accorded special attention. Approximately 6,126 project entities/ 

project affected persons (PAPs) shall be affected, mostly households, but with 249 institutions mainly 

fences and gates for schools and health facilities. A full resettlement action plan has been prepared and 

the cost evaluated to guide the implementation of the resettlement and compensation program. A total 

budget of KES 1,517,200,611.96 has been set aside by the Government to specifically cover the costs of 

RAP implementation and monitoring, which is part of the project cost as counterpart financing. Special 

attention shall be paid to the identified vulnerable PAPs (women, elderly and people with disabilities).  

                                                 
6 Ambulances shall be distributed to other major hospitals in the region such as: Kisii, Migori, Kericho, Homa Bay, and Kisumu. Only one shall be stationed at 

Nyabondo hospital in order to enhance response to traffic crash events in the region. 
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IV IMPLEMENTATION 

4.1 Implementation arrangements 

Executing Agency 

4.1.1 The Kenya National Highways Authority (KeNHA) shall be the overall executing agency for the 

project. The National Transport Safety Authority (NTSA) and National Construction Authority (NCA
7
) 

shall be responsible for the implementation of road safety components and capacity building components 

targeting the construction industry, respectively, in close consultation with KeNHA. The Director General 

of KeNHA shall nominate a Project Coordinator, acceptable to the Bank, for the day-to-day management 

of the project. KeNHA is well versed with Bank procedures and currently is implementing donor financed 

projects including those financed by AfDB. The road works and the supervision services will be 

undertaken by contractors and consultants selected through a competitive process. The ESMP 

implementation shall be the responsibility of the Contractors. The Supervising Consultant shall supervise 

the ESMP implementation. KeNHA’s Environmental and Social Experts shall undertake ESMP internal 

monitoring, while the National Environment Management Authority (NEMA), the National Lands 

Commission and the Directorate of Occupational Health and Safety will undertake external monitoring. 

KeNHA shall carry out the RAP implementation. 

Procurement 

4.1.2 All procurement of goods, works, and related services and acquisition of consulting services 

financed under the Bank’s and AITF resources will be done in accordance with the Bank’s Procurement 

Policy dated October 2015, using the relevant Bank Standard Bidding Documents, and the provisions to 

be stipulated in the Financing Agreement. The GOK has indicated preference for Advance Contracting to 

fast track project implementation.  

4.1.3 The various items under different expenditure categories and related procurement arrangements 

for each contract to be financed by the Loan or Grant together with the respective procurement or 

consultant selection methods, estimated costs, prior-review requirements, and time frame are provided in 

the Procurement Plan as agreed between the Borrower and the Bank and described in detail in the PAR 

Technical Annex B.5. 

4.1.4 Assessment of the Procurement Section of KeNHA, which is responsible for the procurement 

activities of the Executing Agency, was made through discussions with pertinent officials of KeNHA and 

review of the relevant documents in use. Generally, it has been concluded that Procurement Section of 

KeNHA is competent enough to conduct procurements envisaged under the project. The Procurement 

Specialist to be procured under on-going project financed by AfDB shall also strengthen the capacity of 

the procurement unit. The detailed assessment of the Executing Agency is provided in Annex B5. 

Financial Management and Disbursement Arrangements 

4.1.5 KeNHA will carry out the Financial Management (FM) of the project components in Kenya. The 

capacity of KeNHA has been assessed as adequate for purposes of carrying out the FM of the Project.  It 

has over 15 qualified accountants and robust Budgeting, Accounting, Internal Control and Reporting 

systems. The Inherent Risks as well as the Control Risks were assessed by the team and found to range 

between low and moderate. 

4.1.6 The annual financial statements will be audited by the Kenya’s Office of the Auditor General 

(OAG) using own resources and shall be based on the Bank’s audit terms of reference. The Annual Audit 

Report, complete with a Management Letter will be submitted to the Bank no later than six months after 

                                                 
7 The National Construction Authority (NCA) is well versed with construction industry’s skill needs and have prioritized training of small-to-medium sized 

firms and construction workers with relevant skills that would ensure sustainability of such businesses and build the capacity of the sector with an aim to 

enhancing their participation in construction activities in the Country.  
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the end of each fiscal year. Whereas, the executing agency may, subject to the approval of the Bank, opt 

for any of the Bank’s four disbursement methods explained in the Disbursement Handbook, the direct 

payment method is the preferred disbursement method for payments to contractors or service providers 

under this project. The internal audit of the executing agency will complement the oversight of the 

management. Further financial management and disbursement details are provided in Annex B4. 

4.2 Monitoring 

 

4.2.1 The overall procurement, project supervision and monitoring falls under the Director   General of 

KeNHA. KeNHA will nominate a Project Coordinator (PC) to oversee project implementation and update 

the Bank on a regular basis regarding progress.  The PC together with other experts from the authority 

will attend tripartite monthly progress meetings and conduct site visits to discuss and address issues 

related to progress of works.  Besides, a consultant shall be procured to undertake Monitoring and 

Evaluation of project developmental impacts and outcomes. KeNHA will however, remain in charge of 

monitoring of the Result Based Logical Framework in consultation with relevant institutions. The 

monitoring of environmental and social mitigation measures will lie with Environmental and Social Unit 

of the executing agency and NEMA as indicated above in para 4.1.1. On the Financial Management and 

Auditing aspects, the existing accounting and reporting systems of the authority is capable of producing 

accurate and reliable information regarding project resources and expenditures. In addition to the Bank’s 

implementation support and review of the performance of the Project during supervision missions and 

during the mid-term review; KeNHA shall prepare Quarterly Borrower’s Progress Reports and submit to 

the Bank. The Bank’s implementation monitoring time frame is indicated in Table 4.1. 

Table 4.1 – Implementation Monitoring Timeframe 

Timeframe Milestone 
Monitoring process / 

feedback loop 

Q2 – 2016 Project Launching Supervision and Progress Report 

Q2 – 2016 Advance Procurement of Civil Works Completed Procurement Plan/Progress Report 

Q2 – 2018 50% of Civil Works completed mid-term review Midterm Review & Progress Report 

Q4 – 2019 Substantial completion of civil works Supervision and Progress Report 

Q4 – 2020 End of Defects Liability period Supervision and Progress Report 

Q4 – 2020 Project Completion Project Completion Report 

4.3 Governance 

 

4.3.1 The 2010 Constitution of Kenya ushered in a decentralized government structure, which is 

expected to facilitate wider consultation on developmental and governance issues going forward. In the 

2013 Mo Ibrahim Index of African Governance, Kenya scored 53.6 out of 100, and was ranked 21
st
 out of 

the 52 countries. The relatively low score is attributable to poor performance in ‘participation and human 

rights’ and ‘safety and rule of law
8
’ According to Transparency International’s Corruption Perceptions 

Index, Kenya has dropped from 136
th

 out of 177 countries in 2013, to 145
th

 out of 174 countries in 2014, 

towards the lower end of the scale. Nevertheless, the Government continues to fight corruption despite the 

latest drop and is stepping
9
 up the war with support from the development partners. In 2015, the 

Government adopted e-procurement system to ensure procurement processes are transparent, more 

predictable, and less prone to manipulation.  

 

                                                 
8 Kenya faces security challenges arising from political instability in neighboring South Sudan and Somalia, in particular terrorist activities carried out by 

groups such as Al-Shabab. 
9 In 2015, the GoK took a bold step by undertaking investigations  on a number of high ranking officials, some of the cases have proceeded to prosecution. 
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The GoK has in 2015 introduced new Procurement law requiring more accountability for procurement 

decisions by the Chief Executive officers and the Evaluation Committees. The use of Integrated Financial 

Management Information System (IFMIS) has also been made mandatory for all government and donor 

funded projects to enhance accountability and ensure project funds are used for intended purposes. 

4.3.2 At sector level, the Government has instituted a number of measures aimed at addressing 

governance issues, namely: setting up independent tender committees within the road authorities to 

oversee procurement processes and ensure consistency with international practices; and development for 

Road Sector Investment Program (RSIP) 2015-2019 to ensure transparent prioritization
10

 of road projects. 

At the project level, separation of roles of Employer and Engineer in works contracts to reduce incidents 

arising from conflict of interests. Further, the NCA has lately stepped up its regulatory mandate on 

contractors through continuous quality assurance inspections on work sites. Similarly, the Engineers 

Board of Kenya (EBK) has recently revised its mandate through an Act of Parliament to assist in 

regulating professional practice by Engineers registered and working in the Country. 

4.3.3 The Project will adopt all the Governance and Anti-Corruption policies and guidelines of the 

Country. The proposed technical audit service financed under the project loan and financial audit to be 

undertaken by OAG using GoK resources shall also ensure that funds are used for intended purposes, and 

with due regard to economy and efficiency. Other measures shall include Bank’s prior review and 

clearance of all project procurement activities, and continuous project supervisions to follow up closely 

on implementation progress on site.  

4.4 Sustainability 
 

4.4.1 The GoK under the MTP II (2013-2017) committed to enhancing its regional competitiveness via 

promotion of inter-regional trade and improvement of cross-border transport infrastructure. Toward this 

end, the Isebania-Kisii-Ahero road project is designed to facilitate access to and expansion of regional 

and domestic markets respectively. The Vision 2030 guides the development and expansion of national 

trunk road system such as this one. Government’s Draft Roads Act 2015 aims to reorganize the roads sub-

sector institutions such as KeNHA and Kenya Roads Board (KRB) and expand their mandates so that 

they can deliver the infrastructure promise as articulated under Vision 2030. KRB has Board of Directors 

made up of stakeholder representatives, each representing various interest groups and areas—and chaired 

by private sector representative, which allows for broader ownership of road sector policies and related 

interventions. 

4.4.2 The IDEV
11

 findings of 2015 identified three main factors as threat to sustainability of results in 

the sector: inherent weaknesses in regulation of axle load controls on the network, suboptimal financing 

for maintenance, and persistent road safety problems. The Government has in the recent past instituted a 

raft of measures to correct the trend by: (i) privatization of management of axle load control functions to 

inject the needed efficiency and accountability; (ii) installation of additional faster Weigh-In-Motion 

(WIM) weighbridges to adequately cover the road network with minimal delays to transporters; (iii) 

Government initiated self-regulatory charter with the Transporters Associations, Port’s management, and 

logistics companies intended to promote broad-based compliance on the Country road network; (iv) 

Creation of the National Transport Safety Authority (NTSA); (v) Increment in fuel levy by additional 

KES3 per litre in the 2015/16 Fiscal Year (FY) to boost road maintenance kitty, and (vi) Government’s 

approval to KRB
12

 to raise additional funds for road maintenance through infrastructure bond by Q4 of 

2016. The increment in fuel levy is estimated to generate additional KES 8-9 billion annually whereas, 

                                                 
10 Under this project, there is a technical support to assist the GoK in form of a consultancy to analyze transport infrastructure gap and the development of a 
sector strategy needed to achieve the desired goal. This is expected to facilitate a predictable and transparent planning and programming of maintenance 

operations and prioritization of future sector interventions in a way that maximizes social development impacts to the Country, promotes good governance 

practices, and reduces costs of infrastructure access. 
11 Kenya: Country Strategy Evaluation 2002-2012, IDEV Evaluation report, 2014, Annex 9 of Kenya CSP 2014-2018. 
12 Under the draft Roads Act 2015, KRB mandate is to be broaden to include raising of additional revenues from the capital markets and from development 

impact fees besides the fuel levy. 
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the infrastructure bond aims to raise some KES 50 billion in 2016, against present annual maintenance 

needs of KES50 billion. These initiatives are therefore, expected to finally close the funding shortfall for 

maintenance in the short-to-medium term, and consequently, assure sustainability of road infrastructure. 

In view of the latest records of fuel levy collections in 2014/15 by KRB of KES 27 billion, rising from 

KES 23 billion in 2013/14, the GoK is thus not expected to experience any challenges in funding 

maintenance of the national trunk road network of which the project road is part of.  

4.4.3 Under this project, provisions have been made to help boost the capacity of women and youth 

owned micro-enterprises in the construction industry through targeted training in order to enhance 

maintenance of road infrastructure in the devolved units (counties). Similarly, the project shall help 

procure and install new WIM equipment at Rongo to improve axle load control on the regional road 

network. Project Loan covenant has further provided for an undertaking by the GoK to engage a 

maintenance contractor immediately construction works are completed through Output and Performance-

based Road Contracts (OPBC) or Measured Term Contracts (MTC), as a condition for Bank’s continued 

financing of road projects in Kenya, in keeping with the Government’s Roads 2000 Maintenance 

Strategy. 

4.5 Risk management 

 

4.5.1 The project design takes cognisant of certain risks other than Governance and Sustainability, 

already discussed in the preceding sections, which may undermine the attainment of project objectives at 

implementation level and later upon completion of the project during operations. These are detailed in 

Table 4.2 below. 

 

4.5.2 The financial management assessment concluded that the overall risk is moderate, and proposed 

the following mitigation measures: (i) undertaking of monthly budget/actual analysis through the 

accounting system reports; (ii) additional oversight through quarterly financial reports to be produced and 

submitted to the Bank; and (iii) timely submission of audit reports to the Bank. KeNHA has adequate 

capacity to handle all financial management requirements under the proposed project. 

 

Table 4.2 – Summary of project Risk Management  

Description of Risk Identified Risk 

Rating 

Mitigation 

During Implementation   

- Irregularity in counterpart payments: payment for 

civil works by GoK continue to experience 

significant delays, due to lengthy processing 

procedures, and restrictive budget approvals at the 

start of financial year  

Low - The GoK has agreed to streamline payment processing 

with a view to shortening the payment approval process;  

- GoK has committed to make timely provisions for 

projects in national annual budgets going forward. 

 

- Cost Overrun: The potential for cost overrun  

remains low in the past similar operations but 

could still happen if designs are not optimized 

even at implementation 

Low - Occurrences of cost overruns is low but could still occur 

due to unique nature of construction projects; a 

contingency amount of 12.5% of project’s base cost has 

been provided to guard against any eventuality 

During operation   

- Increased road accident rates: fatalities on the 

Kenyan roads have persisted over time and 

manifest both at construction as well as in 

operation. Lately, NTSA records at least 3,500 

annual deaths on roads  

Moderate - The Government has established a dedicated institution, 

the National Transport Safety Authority (NTSA), to help 

focus efforts in dealing with rising fatalities; 

- KeNHA has instituted measures requiring that new road 

designs and newly constructed roads must undergo road 

safety audit before being commissioned for public use; 

- The Bank has also included components under this 

project to enhance survival of crash victims. 
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- Road washout by flooding: certain road sections 

may be susceptible to environmental degradation 

such as the Kano flood plains and Nyakach 

Escarpment area, all which may undermine 

resilience of the road infrastructure and its 

sustainability. 

Moderate - Culvert designs have been checked against unusual floor 

events to ensure the road facility is resilient enough 

against any unpredictable weather incidences; 

- The design has made recommendation for re-use of 

existing pavement material to avoid unnecessary damage 

to land; 

- Tree planting program is included to contribute to both 

carbon sequestration and for the protection of road 

drainage catchment areas.   

- Inadequate road maintenance: Currently 67% of 

the road network is rated as fair to good against 

MTP II target of 75%-80% by 2018, significantly 

resources is thus needed in the short-term to close 

the gap and to assure sustainability of the 

network. 

Low - Fuel levy increment of KES 3/litre by the GoK as from 

FY 2015/2016 is to generate additional KES 9 billion 

besides annual collections of KES 27 billion by KRB to 

cater for annual maintenance needs estimated at KES 50 

billion—33% increase in fuel levy will eventually 

narrow the gap during the current RSIP(2015-2019) 
 

4.6 Knowledge building 
 

4.6.1 The project as designed with a focus to enhancing road networks connectivity, advances an 

innovative approach of widening road investments impacts on the entire network by inducing and 

redistributing demand in a way that improves reliability and allows productivity gains to be sustained, in 

such a way that maximizes socio-economic spill overs.  

4.6.2 The project has provided for a robust monitoring and evaluation component to be procured as part 

of Advance Contracting, in order to comprehensively document socio-economic baseline conditions and 

subsequently develop a robust evaluation framework that facilitates ex-ante and ex-post assessments of 

transport infrastructure impacts at a regional level. Besides the usual project completion report, the 

consultancy deliverables shall also include the development of a generic framework, as a knowledge 

product for predicting transport investments expected economic outcomes—Gross Value Added and jobs 

created, as a means to facilitating decision making, not only to DFIs but also to RMCs. 

V LEGAL INSTRUMENTS AND AUTHORITY 

5.1 Legal instruments  

 

5.1.1 The financing instruments for this operation will be an ADB sovereign loan of USD 228 million 

and an EU-AITF grant of Euros10 million. 

4.7 Conditions associated with Bank’s intervention 

Conditions Precedent to the Entry into Force of the ADB Loan Agreement and the EU-AITF Grant 

Agreement 

4.7.1 The entry into force of the Loan agreement shall be subject to the fulfilment by the Borrower of 

the provisions of Section 12.01 of the General Conditions Applicable to Loan Agreement and Guarantee 

Agreement of the Bank. The Grant Agreement will enter into force upon its signature by both parties 

thereto. 

Conditions Precedent to First Disbursement of the Loan and the Grant 

4.7.2 The obligation of the Bank to make the first disbursement of the Loan and the Grant shall be 

conditional upon the entry into force of the Loan Agreement or the Grant Agreement (as applicable), and 

the provision by the Borrower/Grant Recipient of evidence of fulfilment of the following condition in 

form and substance acceptable to the Bank: 

 



 

18 

Submission of Works and Compensation Schedule detailing inter alia: (A) the sections into which the 

contract for the civil works will be divided; (B) a timeframe for the compensation of the Project Affected 

Persons (PAPs) in accordance with the RAP, in respect to each section for each of Lot 1 and Lot 2 [para 

3.2.16]. 

Other Condition of the Loan and the Grant 

4.7.3 The Borrower/Grant Recipient will provide evidence, in form and substance acceptable to the 

Bank, that prior to commencement of construction on any section of the civil works, all Project Affected 

Persons with respect to such section have been compensated in accordance with the RAP and any updates 

to the RAP as well as the Works and Compensation Schedule.  

Undertakings 

i) The Borrower/Grant Recipient to implement and report on the Environment and Social 

Management Plan and the RAP on a quarterly basis in a form acceptable to the Bank; 

ii) To make timely provisions in the Borrower’s/Grant Recipient’s annual budgets for the funds 

required as the Borrower’s counterpart contribution to the cost of the Project so as to avoid Project 

implementation delays; 

iii) Upon completion of construction works, the Borrower/Grant Recipient shall immediately 

commission a contractor to undertake routine maintenance of the newly reconstructed road including the 

upgraded feeder roads, as a precondition for Bank’s continued financing of any future road projects in the 

Kenya. 

4.8 Compliance with Bank Policies 

 

This project complies with all applicable Bank policies. 

   

VI RECOMMENDATION 

The Management recommends that the Board of Directors approve the proposed USD 228 million ADB 

Loan and the proposed EUR 10 million EU-AITF grant to the Republic of Kenya subject to the conditions 

stipulated in this Project Appraisal Report.  
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Appendix I: Country Comparative Socio-Economic Indicator 

 Year Kenya Africa 
Developing         
Countries 

Developed  Countries   

Basic Indicators         

Area ( '000 Km²) 2014 580 30,067 80,386 53,939       

Total Population (millions) 2014 45.5 1,136.9 6.0 1.3       

Urban Population (% of Total) 2014 25.2 39.9 47.6 78.7       

Population Density (per Km²) 2014 78.5 37.8 73.3 24.3       

GNI per Capita (US $) 2013 1 160 2 310 4 168 39 812       

Labour Force Participation - Total (%) 2014 67.4 66.1 67.7 72.3       

Labour Force Participation - Female (%) 2014 46.7 42.8 52.9 65.1       

Gender -Related Development Index Value 2007-2013 0.908 0.801 0.506 0.792       

Human Develop. Index (Rank among 187 countries) 2013 147 ... ... ...       

Popul. Living Below $ 1.25 a  Day (% of Population) 2008-2013 43.4 39.6 17.0 ...       

Demographic Indicators                 

Population Growth Rate   - Total (%) 2014 2.7 2.5 1.3 0.4       

Population Growth Rate   - Urban (%) 2014 4.3 3.4 2.5 0.7    

Population < 15 years (%) 2014 42.0 40.8 28.2 17.0       

Population >= 65 years (%) 2014 2.7 3.5 6.3 16.3       

Dependency Ratio (%) 2014 82.1 62.4 54.3 50.4       

Sex Ratio (per 100 female) 2014 99.5 100.4 107.7 105.4       

Female Population 15-49 years (% of total population) 2014 24.3 24.0 26.0 23.0       

Life Expectancy at Birth - Total (years) 2014 62.2 59.6 69.2 79.3       

Life Expectancy at Birth - Female (years) 2014 64.2 60.7 71.2 82.3       

Crude Birth Rate (per 1,000) 2014 34.3 34.4 20.9 11.4       

Crude Death Rate (per 1,000) 2014 8.0 10.2 7.7 9.2       

Infant Mortality Rate (per 1,000) 2013 47.5 56.7 36.8 5.1       

Child Mortality Rate (per 1,000) 2013 70.7 84.0 50.2 6.1       

Total Fertility Rate (per woman) 2014 4.3 4.6 2.6 1.7       

Maternal Mortality Rate (per 100,000) 2013 400.0 411.5 230.0 17.0       

Women Using Contraception (%) 2014 51.3 34.9 62.0 ...       

Health & Nutrition Indicators         

Physicians (per 100,000 people) 2004-2012 18.1 46.9 118.1 308.0       

Nurses (per 100,000 people)* 2004-2012 79.2 133.4 202.9 857.4       

Births attended by Trained Health Personnel (%) 2009-2012 43.8 50.6 67.7 ...       

Access to Safe Water (% of Population) 2012 61.7 67.2 87.2 99.2       

Healthy life expectancy at birth (years) 2012 53.0 51.3 57 69       

Access to Sanitation (% of Population) 2012 29.6 38.8 56.9 96.2       

Per cent. of Adults (aged 15-49) Living with HIV/AIDS 2013 6.0 3.7 1.2 ...       

Incidence of Tuberculosis (per 100,000) 2013 268.0 246.0 149.0 22.0       

Child Immunization Against Tuberculosis (%) 2013 79.0 84.3 90.0 ...       

Child Immunization Against Measles (%) 2013 93.0 76.0 82.7 93.9       

Underweight Children (% of children under 5 years) 2005-2013 16.4 20.9 17.0 0.9       

Daily Calorie Supply per Capita 2011 2 189 2 618 2 335 3 503       

Public Expenditure on Health (as % of GDP) 2013 1.9 2.7 3.1 7.3       

Education Indicators                 

 Gross Enrolment Ratio (%)                 

      Primary School       -   Total 2011-2014 114.4 106.3 109.4 101.3    

      Primary School       -   Female 2011-2014 114.6 102.6 107.6 101.1       

      Secondary School  -   Total 2011-2014 67.0 54.3 69.0 100.2       

      Secondary School  -   Female 2011-2014 64.5 51.4 67.7 99.9       

Primary School Female Teaching Staff (% of Total) 2012-2014 48.1 45.1 58.1 81.6       

Adult literacy Rate - Total (%) 2006-2012 72.2 61.9 80.4 99.2       

Adult literacy Rate - Male (%) 2006-2012 78.1 70.2 85.9 99.3       

Adult literacy Rate - Female (%) 2006-2012 66.9 53.5 75.2 99.0       

Percentage of GDP Spent on Education 2009-2012 6.6 5.3 4.3 5.5       

Environmental  Indicators                 

Land Use (Arable Land as % of Total Land Area) 2012 9.8 8.8 11.8 9.2       

Agricultural Land (as % of land area) 2012 0.5 43.4 43.4 28.9       

Forest (As % of Land Area) 2012 6.1 22.1 28.3 34.9       

Per Capita CO2 Emissions (metric tons) 2012 0.3 1.1 3.0 11.6       
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APPENDIX II: BANK’S PORTFOLIO IN THE COUNTRY 

March 2016 

SCF* = Strategic Climate Fund; AWTF** = Africa Water Trust Fund 

 

Project Name 

Source of 

Financing 

Approval 

Date Closing Date 

Loan Amount 

(UA Million) 

Disb. 

Ratio 

A. Public 

     1. Drought Resilience & Sustainable Livelihood Program ADF 12/19/2012 12/31/2018 37,410,000 7.6% 

2. Small-scale Irrigation & Agriculture Value Chain Dev. ADB 11/18/2015 12/31/2021 28,300,000 0.0% 

3. Kimira-Oluch Irrigation Development Project (Loan) ADF 05/31/2006 06/30/2016 22,978,992 98.0% 

                                                                           Grant ADF 05/31/2006 06/30/2016 1,153,332 91.2% 

4. Kenya-Tanzania Interconnection ADF 02/18/2015 12/31/2019 27,500,000 0.0% 

5. Turkana Transmission Line ADF 10/02/2013 03/15/2019 16,028,723 0.0% 

6. Ethiopia-Kenya Electricity Highway(Kenya) ADF 09/19/2012 12/31/2018 75,000,000 15.2% 

7. Menengai Geothermal Development Project (Loan) ADF 12/14/2011 12/31/2017 80,000,000 62.1% 

 

SCF* 12/14/2011 12/31/2017 5,313,609 56.2% 

 
SCF* 12/14/2011 12/31/2017 12,398,422 41.3% 

8. NELSAP Interconnection Project - Kenya ADF 06/16/2010 12/31/2016 39,770,000 51.6% 

9. Power Transmission Improvement Project ADF 12/06/2010 12/31/2016 46,700,000 72.3% 

10. African Virtual University Support Project (Phase 2) ADF 12/16/2011 06/30/2017 10,000,000 80.9% 

11. East Africa Centres Of Excellence Kenya ADF 10/03/2014 12/31/2019 25,000,000 1.5% 

12. Support To TVET & Training For Relevant Skills Dev. ADF 07/01/2015 06/30/2021 41,000,000 0.0% 

13. Support To Higher Education Science And Technology  ADF 11/14/2012 06/30/2018 28,000,000 38.7% 

14. Mombasa -Nairobi-Addis Ababa Corridor Phe. III (K) ADF 11/30/2011 12/31/2018 120,000,000 60.7% 

15. Mombasa-Nairobi-Addis  Corridor Phe.II (K) ADF 07/01/2009 12/31/2016 125,000,000 77.0% 

16. Multinational: Arusha-Holili/Taveta-Voi Road (Kenya) ADF 04/16/2013 12/31/2018 75,000,000 39.8% 

17. Nairobi Outer Ring Rd Project Improv. Project (Loan) ADF 11/13/2013 12/31/2018 77,040,000 17.3% 

                                                                              Grant ADF 11/13/2013 12/31/2018 560,000 21.0% 

18. Mombasa-Mariakani Road Highway Project ADF 03/11/2015 06/30/2021 80,000,000 0.4% 

19. Rehabilitation Of Timboroa  Eldoret Road ADF 11/24/2010 12/31/2016 35,000,000 86.2% 

20. Lake Victoria Water And Sanitation Program ADF 12/17/2010 12/30/2016 72,980,000 55.6% 

21. Nairobi River Rehab.: Sewerage Improvement Project ADF 12/06/2010 12/31/2016 35,000,000 75.8% 

22. Small Med Towns Water Supply & Waste Wat ADF 11/03/2009 12/30/2016 70,000,000 67.0% 

23. Thwake Multipurpose Water Development Program ADF 10/30/2013 12/31/2019 61,680,000 0.6% 

                                                                               Grant   ADF 10/30/2013 12/31/2019 1,210,000 0.0% 

Sub Total Public 

   

1,250,023,078 42.2% 

B. Private 

     24. African Trade Insurance FAPA 10/22/2009 12/14/2015 708,481 100% 

25. Equity Bank (Kenya) Limited ADB 11/05/2014 12/31/2024 104,855,222 67.6% 

26. PTA Bank First Line Of Credit & Ta Support ADB 12/17/2003 02/28/2018 21,254,437 100% 

                                                              Grant ADF 12/17/2003 02/28/2018 599,528 100% 

27. PTA Bank Investment Project ADB 03/12/2008 06/30/2016 35,424,061 100% 

 

FAPA 08/08/2008 06/30/2016 708,481 56.2% 

28. Shelter Afrique Investment Project ADB 02/18/2009 12/04/2021 21,254,437 100% 

29. Shelter Afrique Tf Loc ADB 12/11/2013 12/03/2017 14,169,625 100% 

30. Lake Turkana Wind Power Ekf ADB 04/26/2013 01/19/2028 16,028,723 18.5% 

31. Lake Turkana Wind Power Project ADB 04/26/2013 01/19/2028 92,165,160 18.5% 

32. Lake Turkana Wind Power Project - Sub Debt Tranche ADB 04/26/2013 01/19/2028 4,007,181 100% 

33. Thika Thermal Power Project ADB 12/07/2011 06/01/2026 22,520,356 100% 

34. Chase Bank ADB 10/28/2015 5/2/2025 36,011,898 0.0% 

Sub Total Private 

   

369,707,590 57.1% 

TOTAL 

   

1,619,730,668 45.6% 
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APPENDIX III: ONGOING PROJECTS FINANCED BY THE BANK AND DONORS  

Project Title Donor Region USD million 

Timboroa – Eldoret Project AfDB Rift Valley Province 56 

Mombasa-Nairobi-Addis Road Corridor Project III AfDB Eastern Province 180 

Arusha – Namanga - Athi River Road Development  AfDB Rift Valley 74 

Upgrading of Mwatate-Taveta  AfDB Taita/Taveta 112 

Outer Ring Road upgrading AfDB Nairobi 115 

Mombasa-Nairobi-Addis Road Corridor Project II AfDB Eastern Province 187 

Construction of the Garissa - Modogashe Road BADEA/OPEC 
North Eastern 

Province 
87 

Northern Corridor Rehabilitation Programme – 

Phase II 
EC Kenya 82 

Northern Corridor Rehab. Programme – Phase III EC Kenya 122 

Merille River -- Marsabit Road EC Northern Kenya 223 

Mombasa Port Development Project JICA Mombasa 175 

Northern Corridor Transport Improvement Project  WB/NDF Kenya 17 

Mombasa Southern Bypass Road and Kipevu New 

Container Terminal Link Road  
JICA Mombasa 253 

Northern Corridor Transport Imp. Project - 

Additional  
World  Bank Kenya 300 

Kenya Transport Sector Support Project World  Bank Kenya 45 

Rehabilitation of Kericho-Nyamasaria Road A1 World  Bank Kericho/Kisumu 95 

Rehabilitation of Mau summit-Kericho Road 

(B1/A1)  
World  Bank Baringo/Kericho 

80 

Rehabilitation of Nyamasaria- Kisumu-Kisian Road 

(A1) Including Kisumu Bypass 
World  Bank Kisumu 

68 

Rehabilitation of Kisumu-Kakamega (A1) World  Bank Kisumu 52 

Rehabilitation of Kakamega-Webuye World  Bank Kakamega 29 

Rehabilitation of Webuye-Kitale World  Bank Bungoma 39 

Rehabilitation of Maji ya Chumvi-Bachuma Gate 

(A109) 
World  Bank Kwale 

51 

3 Interchanges on, Nakuru-Njoro Turn off, Nakuru-

Nyahururu Mau Summit Kericho Turn off 
World  Bank Nakuru 

32 

Construction of Nairobi Southern Bypass China Nairobi/Kiambu 202 

Construction of One Stop Border Posts  World  Bank Kenya 30 

TOTAL   2,706 
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APPENDIX IV: MAP OF PROJECT AREA 
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APPENDIX V: JUSTIFICATION FOR GOVERNMENT’S LEVEL OF CONTRIBUTION  

 

Out of the estimated project total cost of USD 280.26 million, the GoK shall contribute USD 41.06 

million representing 14.6% of the total costs net of taxes. This is less that the recommended 50% 

minimum counterpart contribution as per the Bank’s 2008 Policy on Expenditure Eligible for Bank Group 

Financing. Further, the Policy states that the ADB may finance more than 50% of the total project costs 

on a case-by-case basis and up to a limit that does not exceed 100%. 

 

The justification sought in this case is premised on the fact that the GoK only qualifies from 1
st
 

September 2015 as a Blend Country with access to ADB funds, and at a time when the Government 

already committed substantial budgetary resources to infrastructure development particularly, new 

intercity railway line, new port developments, and expansion of airport infrastructure, amongst others, 

which have significant fiscal impact to the country. In line with the transition framework that stipulates a 

definite period for countries graduating from ADF only to ADB only described under the ADF Resource 

Allocation Guidelines, the GoK qualifies for waiver on the 50% requirement criterion. The justification 

for the reduced Government contribution is further qualified on the following considerations: 

  

V.1  Country Commitment to Implement Its Overall Development Program: Kenya’s 

development strategy is the MTP II (2013 - 2017). The Government is committed to implementing the 

MTP II and continues to both mobilize resources for the purpose and to strengthen the linkage between 

the plan and the national budget. The Government is also under obligation to provide 15% of its resources 

to 47 County Governments while also providing for all other sectoral investments. 

 

V.2  Financing Allocated by the Country to Sectors Targeted by Bank Assistance: Government 

continues to prioritize infrastructure (of which transport and energy subsectors are the largest 

components) in its annual budget allocations as indicated in Table 1. 

              Table 1: Budget allocation 

 

 
 

 

 

 

 

V.3  Country Budget Situation and Debt Level: The current budget situation is summarized in Table 2 

below. Less than 5% of government spending is dependent on foreign aid. According to a debt sustainability 

analysis (DSA) concluded by the National Treasury jointly with the IMF in October 2014, Kenya’s debt 

burden in relation to thresholds for a comparator ‘medium performer’ country would decline substantially over 

the next ten years. Hence, there is space for the uptake of more debt. The analysis incorporates as a key 

assumption contracting the US $ 2 billion sovereign debt in 2013/14. The findings of the DSA include: 

Present value of debt to GDP ratio projected to decline from 40% (spot on target) in 2013 to 36% by 2023; 

The present value of debt to revenue ratio projected to decline from 156% (below the target of 250%) in 2013 

to 144% by 2023. The debt service to revenue ratio projected to decline from 22% (below the target 30%) in 

2013 to 22% in 2023. 

 

 

 

Description 

Budget year 

2013/14 

 

2014/15 

 

Financing allocated to 

infrastructure (million KES) 

2,796 3,100 

Share of infrastructure in the total 

budget (%) 

22% 22.6 

Financing allocated to transport 

sector(million KES) 

758 904 
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Table 2: Budget situation 

Description 
Budget year 

2013/14  2014/15 

budgeted 

Total Expenditure as % of GDP  25.4 27.2 

Domestic Revenues as % of GDP  19.2 20.5 

Share of Foreign Loans and Grants in 

total Budget  
7.7 10.1 

Share of General Budget Support in 

total Budget  
0 0 

Foreign Loans and Grants as % of GDP 2 3 

 

In light of the above considerations, there is therefore a case for the Bank to limit the Government’s 

counterpart funding requirement for this very important project to 14.6%. It is expected that this amount 

will ensure requisite ownership by the authorities and help expedite the project’s implementation process. 
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