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IV. PPP FQHMIE - 1. PP HIE ¥ 2tay

IV. PPP =2 NIE

BB Pre HIE 3 |
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E} 2020 PPPH-& H2E AAGsIG A 2021 dFE Lar) "y aga
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AL ZIETI0IE ll- 2. Kenya's Key opportunities and strengths
(@->=xF B V- 4. PPP Financing in Kenya

B3 Kenya' s Key Opportunities and Strengths

Kenya’ s opportunities and strengths in relation to regional
investment competitors portend quick wins for Public Private
Partnership (PPP) infrastructure investors in terms of portfolio
selection, estimation of demand and can give insights in appropriate
financial deal structures. This section details why PPP investors
should be interested in Kenya. Kenya is making remarkable changes
to the regulatory environment for doing business to enhance a
conducive environment for private sector investors. Major reforms
have Dbeen undertaken to aid in starting a business, dealing with
construction permits, automating processes to encourage compliance
with statutory requirements and to facilitate trading across borders.
In the latest World Bank Ease of Doing Business 2020 report
released on October 24™ 2019, Kenya climbed five places to position
56 out of 190 countries world over.

The East African second most populous country is among top 4
countries in Africa with the most favorable doing business
environment after Mauritius, Rwanda and Morocco (ranked position
13, 38 and 53 respectively). Among the top nine African countries
making it to the first 100 are Tunisia at position 78, South Africa
(84), Zambia (85), Botswana (87) and Togo (97). Moreover, Kenya
was highlighted as one of the most improved countries globally
because of making regulatory changes to facilitate businesses in
dealing with construction permits by automating the process and
lowering fees charged. Kenya has also improved access to credit and
access to electricity “by investing in substations, automatic air
brake switches and ring main units” . Measures have also been
taken to protect minority investors in companies registered in the
country while resolving insolvency and paying taxes has been
smoothened.
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I3 PP Financing in Kenya

Private sector capital has become a critical component of
infrastructure  procurement  process through  Public  Private
Partnerships (PPPs). Through the PPPs, the Kenya government can
cover the funding gap for infrastructure deficit in the country which
is conservatively approximated as US$ 4 billion per yearD. The PPP
policy framework in Kenya is considered enabling despite teething
challenges as discussed in a later section of this report.

The government and contracting authorities at the upstream players
are responsible for creating an enabling policy environment and
selection and contracting of PPP deals. On the other hand,
downstream players include bilateral and private financing
organizations who are key in the development and commercialization
of the infrastructure in a PPP contract. Government leverages
Private sectors as private investors leverages government in a PPP
partnership. PPPs are more efficient than public procurement. By
considering the true long-term cost of service delivery in project
selection, PPP identifies a project’ s long-term risks and the
allocation of those risks between the public and private sectors. Due
to the contractual nature of PPPs the public sector is held to
account in ensuring that the infrastructure procured is well
maintained. At the same time, the private sector has incentives, as
their capital is exposed to performance risk, to design and build
these assets considering the costs of longer-term maintenance and
renewal. Governments choose from an array of different forms of
privatization for infrastructure and service delivery to achieve four
key goals :

1) Kenya Bankers Association (2016)
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