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The Republic of Kenya is Africa’s 8th largest economy by GDP and ranks 
29th out of 50 African nations in GDP per capita, which puts it in the World 
Bank category of lower-middle income economy. It has a population of more 
than 47 million (2019), is located at the horn of Africa and has the strategic seaport 
at Mombasa, the largest in East Africa. Kenya currently assumes that its GHG 
emissions will increase by 200% by 2050. Kenya’s economy is considerably 
exposed to weather changes due to climate change. Around 30% of GDP is 
contributed by the agricultural sector. The main contributor to Kenya’s emissions 
are agriculture and land use, land use change and forestry (LULUCF). In addition, 
a planned coal plant construction is currently being halted that would increase 
Kenya’s emissions by as much as 700%.  
 
The issuer informs us that the specific allocation of proceeds cannot be 
determined at this stage, but that it is expected that 60% of proceeds will be 
allocated to projects and 30% to programs, which are, e.g., addressing water 
security, biodiversity and drought resilience. According to the issuer, the 
framework’s priority areas include the adaptation of agriculture and water supply 
to climate risks such as floods and drought as well as settlements. Equipment used 
in the projects and programs might run on fossil fuels. 
 
The sovereign also includes the project categories clean transportation, and 
renewable energy related projects, including some of the largest solar power 
plants in the world. Direct investments in fossil fuel projects are excluded and 
Kenya requires life-cycle screenings to be conducted in order to consider inclusion 
in the green assets register. Investments are focused on zero emission (e.g., electric 
public transportation). However, some investments could indirectly be exposed to 
fossil fuels (e.g., due to diesel generator use). It is a strength that the issuer commits 
to obtaining environmental and social impact assessments (ESIA) for all projects 
and to inform investors on potential negative impacts. 
 
Kenya will report on an aggregated level publicly and the framework lists a a 
detailed impact indicators per project category, but the Kenyan parliament 
will have access to the green bond project register. CICERO Green encourages 
Kenya to make information on project level publicly available in the reporting. 
The line ministries responsible for a given project will collect the data. However, 
there are significant gaps and challenges regarding data availability, quality and 
institutional capacity for the greenhouse gas inventory and it remains unclear 
whether the issuer will be able to provide impact reporting in a way that is 
consistent with the framework. 
 
Based on an assessment of the framework’s alignment with the Green Bond 
Principles, the project categories and Kenya’s governance, Kenya’s green bond 
framework receives the overall CICERO Medium Green shading and a 
governance score of Good. This shading reflects the framework’s strength 
focusing on adaptation and agriculture and Dark Green projects, but also Light 
Green elements such as efficiency improvements and investments without clearly 
defined eligibility criteria or thresholds.  

 

SHADES OF GREEN 
Based on our review, we 
rate Kenya’s green bond 
framework CICERO 
Medium Green.  
 
Included in the overall 
shading is an assessment of 
the governance structure of 
the green bond framework. 
CICERO Shades of Green 
finds the governance 
procedures in Kenya’s 
framework to be Good. 
 

  
 
GREEN BOND 
PRINCIPLES 
Based on this review, this 
Framework is found in 
alignment with the 
principles. 
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1 Terms and methodology 

 
This note provides CICERO Shades of Green’s (CICERO Green) second opinion of the client’s framework dated 
April, 2020. This second opinion remains relevant to all green bonds and/or loans issued under this framework for 
the duration of three years from publication of this second opinion, as long as the framework remains unchanged. 
Any amendments or updates to the framework require a revised second opinion. CICERO Green encourages the 
client to make this second opinion publicly available. If any part of the second opinion is quoted, the full report 
must be made available. 
 
The second opinion is based on a review of the framework and documentation of the client’s policies and processes, 
as well as information gathered during meetings, teleconferences and email correspondence.  

Expressing concerns with ‘shades of green’ 
 
CICERO Green second opinions are graded dark green, medium green or light green, reflecting a broad, qualitative 
review of the climate and environmental risks and ambitions. The shading methodology aims to provide 
transparency to investors that seek to understand and act upon potential exposure to climate risks and impacts. 
Investments in all shades of green projects are necessary in order to successfully implement the ambition of the 
Paris Agreement. The shades are intended to communicate the following: 
 

 
Sound governance and transparency processes facilitate delivery of the client’s climate and environmental 
ambitions laid out in the framework. Hence, key governance aspects that can influence the implementation of the 
green bond are carefully considered and reflected in the overall shading. CICERO Green considers four factors in 
its review of the client’s governance processes: 1) the policies and goals of relevance to the green finance 
framework; 2) the selection process used to identify and approve eligible projects under the framework, 3) the 
management of proceeds and 4) the reporting on the projects to investors. Based on these factors, we assign an 
overall governance grade: Fair, Good or Excellent. Please note this is not a substitute for a full evaluation of the 
governance of the issuing institution, and does not cover, e.g., corruption. 
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2 Brief description of Kenya’s green bond 
framework and related policies 

The Republic of Kenya is Africa’s 8th largest economy by GDP and ranks 29th out of 50 African nations in GDP 
per capita, which puts it in the World Bank category of lower-middle income economy. It has a population of more 
than 47 million (2019), is located at the horn of Africa and has the strategic seaport at Mombasa, the largest in 
East Africa. The capital Nairobi is the largest city with approximately 4.7 million inhabitants. Following changes 
to the constitution in 2010, Kenya became a presidential republic where some powers were devolved to 47 newly 
formed counties. 
 
Kenya is party to the Paris Climate Agreement and has issued its Nationally Determined Contributions. 

Environmental Strategies and Policies 
Kenya approaches climate change in close relation with economic development. There are different factettes to 
this relationship. According to the framework, physical climate risk is impacting various sectors of the economy, 
like agriculture and tourism, and public infrastructure and is thus inhibiting economic growth. According to the 
framework, floods and droughts alone are causing fiscal liabilities of up to 3.4% of GDP per year. Its goals to 
strengthen resilience against climate change impacts are therefore seen as a necessary condition in order to achieve 
the primary national goal of sustainable economic development. The need for mitigation is acknowledged, 
however, Kenya underlines that its contribution to mitigation are limited by low historic responsibility and the key 
national objective of economic development. Its mitigation contributions also depend on support from external 
parties according to the NDCs. Compared to a European context, Kenya’s approach to climate change therefore 
lends relatively more weight to physical risk exposure and increasing resilience than to mitigation efforts to curb 
emissions.   
 
Given that climate change efforts and economic development are interlinked, targets in both areas are to be 
achieved in 2030. Kenya has defined these targets and ambitions in various documents and programs. Central 
among those are the Nationally Determined Contributions (NDCs) under the Paris Climate Agreement and the 
National Climate Change Action Plan, and the Kenya Vision 2030 for targets tied to socioeconomic development.  
 
Under the NDC, Kenya intends to abate its GHG emissions by 30% by 2030 relative to a business-as-usual 
baseline1. The baseline foresees a near doubling of GHG emissions until 2030, from the level stated in the NDCs. 
The abatement target would mean a total increase of GHG emissions by about 40% over current levels as stated in 
the NDCs. Mitigation efforts will take place in the sectors renewable energy, energy efficiency, afforestation, 
reduced use of wood fuels, transportation, agriculture and waste management. In December 2020, Kenya submitted 
updated National Determined contribution (NDC) which raised the country’s ambition of reducing GHGs 
emissions from 30% to 32% by 2030. The National Climate Change Action Plan is the guiding document for 
mitigation efforts. Regarding adaptation, Kenya wants to enhance resilience to physical impacts in order to enable 
economic growth and to attain the Vision 2030 plan for socio economic development. Adaptation efforts will be 
broken down into Medium Term Plans (MTPs). Adaptation efforts are to cover a wide range of sectors, among 
them agriculture, urban areas and housing, tourism, energy infrastructure as well as oil and mineral extraction.  

 
1 Note from issuer: The method used is from the UNFCCC CDM GHG emission calculation formula. It was based 
on Kenya’s micro- economic growth models as at 2015 
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The Vision 2030, which was launched in 2008, is an overarching long-term development framework. The main 
target is to achieve the status of a middle-income country by 2030. Kenya also aims to improve human 
development in sectors such as health, education and food security. Climate related and environmental aspects are 
included by programs to improve, e.g., water security, biodiversity and drought resilience. The current phase of 
the vision, called the Big Four Agenda, focuses on food security, affordable housing, manufacturing and affordable 
healthcare. 
  
The NCCAP is the central document to identify climate change-related challenges and prescribe responses in line 
with the INDC. The Climate Change Act of 2016 established a Climate Change Council which is to coordinate all 
national efforts in relation to climate change. The Act tasked the Cabinet Secretary responsible for matters relating 
to the environment and climate change to formulate the National Climate Change Action Plan (NCCAP), which 
is to, among other measures, define and operationalize efforts for adaptation and mitigation.  For the period 2018-
2023, the NCCAP identified seven prioritized areas and targets. These are: Flood/Drought Disaster Risk 
Management, food and nutrition security, water and the blue economy, forestry wildlife and tourism, health, 
sanitation and human settlements, manufacturing and energy and transportation. For each area, the NCCAP breaks 
down objectives and actions, which in many cases include quantified targets. For example, under the prioritized 
area energy and transport, the document sets out the target of 2,400 additional MW of renewable energy until 
2023. This may include thermal power co-generation based on the incineration of biomass residue, such as waste 
from sugar cane, and solid municipal waste. The level of quantification varies between targets. The goal of 
developing a minimum energy performance standard for buildings is not further detailed. The NCCAP does 
include fossil elements, such as the uptake of LPG cooking gas to replace fuel wood at household level in order to 
reduce indoor air pollution, which kills approximately 14,000 people annually, and deforestation, according to the 
issuer. Other fossil elements in the NCCAP, but not in the green bond framework, include measures in heavy 
industry to switch from Diesel fuels to gas turbines. 

Use of proceeds 
Proceeds from Kenya’s sovereign green bond can be used to finance and refinance, in whole or in part, eligible 
projects and programs in the overarching areas mitigation, adaptation and such projects which serve both areas 
(“cross-cutting”) as well as finance (Only development on green assets/projects and not recurrent expenditures). 
Projects will be identified from the National Budget. The framework states that eligible projects have to be in the 
categories of clean transportation, energy efficiency, renewable energy, sustainable water management, 
sustainable waste and waste water management, sustainable management of natural resources and resilience to 
climate change. 
 
The issuer informs us that the specific allocation of proceeds cannot be determined at this stage, but that 
approximately 60% of proceeds will be allocated to projects and 30% to programs. The share of financing versus 
refinancing will be 70:30. The precise allocation of proceeds across the project categories has not been decided 
yet. However, the issuer informed us that priority areas include the adaptation of agriculture, settlements and water 
related projects to address restoration of degraded water facilities and to address climate risks such as coastal 
protection, floods and droughts. The issuer assumes that state owned companies and agencies will develop, and 
receive funding for, about twice as many projects as ministries and departments. According to Kenya the 
assumption is based on the fact that state agencies are the specialized technical wing of the Ministries and that they 
are the implementing arms of the ministries. 
 
There are no direct investments in fossil fuel projects included and the issuer informed us that no fossil fuel assets 
can be included (e.g., hybrid vehicles and fossil fuel powered public transport solutions). According to Kenya, 
energy efficiencies projects allowed by the framework are only those that are aimed at replacing energy intensive 
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appliances and replacement of incandescent lighting bulbs with energy efficient lighting bulbs, use of energy 
efficient building martials such as translucent roofing sheets, or solar tiles (Kenya is a tropical county and public 
buildings are not heated by fossil fuels). 
 
The issuer underlines that some of the project categories may have negative environmental consequences, such as 
bird strikes from wind turbines. The issuer commits to obtaining environmental and social impact assessments 
(ESIA) for all projects and to inform investors on potential negative impacts and informed us that it will 
communicate proposed mitigation/abatement measures required to minimize such negative impacts or externalities 
to accepted levels. The ESIA will be produced by independent third-party consultants and will benchmark projects 
against national law, which has incorporated the rules by the World Bank and/or International Finance Corporation 
(IFC) for environmental and social impact assessment, according to the issuer. 
 
The issuer informed us that all green bond proceeds will be allocated to projects or programs, and that recurring 
costs, such as administrative costs, staff salaries etc., cannot be financed with green bond proceeds. The issuer 
informed us that such cost will be met by the government counterpart funds. 

Selection 
The selection process is a key governance factor to consider in CICERO Green’s assessment. CICERO Green 
typically looks at how climate and environmental considerations are considered when evaluating whether projects 
can qualify for green finance funding. The broader the project categories, the more importance CICERO Green 
places on the governance process. 
 
Eligible projects will be selected from the national budget. The National Treasury and Planning Ministry has 
developed an “Eligible Green Projects Screening Template”. Line ministries use this template to enable further 
screening and decision making on the project. The screening covers areas such as project economics and the overall 
rational behind and demand for the project. Special weight is given to assessing risks that may derail the project 
and describing efforts to mitigate these risks. However, according to Kenya’s green bond framework, the screening 
process require that all green bond eligible projects/assets undergo a mandatory project Life-Cycle Emissions 
screening before cleared for inclusion in the green assets register/list for funding consideration. 
 
The National Steering Committee will identify potential projects and ensure their alignment with the green bond 
framework, national laws and regulations and the Vision 2030 socioeconomic development framework, as well as 
perform other coordinating functions. The committee consists of officers from all National Treasury and Planning 
directorates, departments and units as well as all technical key line ministries, agencies and departments where 
green projects/assets originate from and where actual implementation/execution of projects take place. All 
suggested projects will undergo a technical screening before submission to the Approval Board. If projects do not 
comply with the eligibility criteria of the framework, or if challenges regarding environmental impacts or social 
resistance to the project emerge projects are sent back to the line ministries for adjustments.  
 
The Approval Board will take the final decision on eligible projects identified by the National Steering Committee. 
The Approval Board consists of Cabinet Secretary for National Treasury and Planning; Principal Secretary for 
National Treasury; Director General for Budget, Fiscal and Economic Affairs; Director General for Public Debt 
Management Office; Director General for Accounting Services and Quality Assurance, Director General for Public 
Investments & Portfolio Management. This includes technical and environmental expert members nominated by 
the Ministry of Environment and Forestry, according to the issuer. The Approval Board is informed on a periodic 
basis (quarterly) of the progress of the green bond proceeds allocation, and the nature, progress and impacts of the 
projects selected and financed by the green bond proceeds. The Approval Board will maintain the Green Asset 
List. Projects that for whatever reason lose eligibility will be replaced. The Parliament will have access to the 
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green bond register. The issuer informed us that Kenya, in partnership with the World Bank, has developed a 
Realtime Sovereign Green Bond Assets digital platform for timely online reporting to investors and stakeholders 
to follow the progress of the utilization of the green bond proceeds and implementation. Annually, the Approval 
Board will review the allocation of the proceeds to the eligible Green Asset Register and determine any necessary 
update of the Eligible Green Asset List. The dedicated green asset register is to be kept for 15 years.   
 
A decision to allocate net proceeds require a consensus decision by the Approval Board. Though in order to ensure 
proper environmental governance, social safeguards in the decision-making process, the Cabinet Secretary for the 
National Treasury and Planning has a veto on eligibility decisions. The decision will be documented by the 
Approval Committee and a record will be kept in the Green Bond Asset Register. To ensure legitimacy in the 
approval processes. According to the issuer, decisions could only be overturned in case of valid complaints raised 
by a stakeholder based on availability of new evidence which was not availed to the approval board. This shall be 
reviewed by the approval board technical sub-committee following a laid down complain re-dress mechanism. 
According to the issuer, the sub-committee is composed of the Director General Debt Management, Director 
General Budget Fiscal and Economic Affairs and Director General Public Investment Management (PIM). The 
full Approval Board has to meet and approve the new findings. 
 
The issuer will obtain a third-party review and verification that selected eligible assets are in line with the 
framework and international best practice. The report will be published by the National Treasury ad Planning. 

Management of proceeds 
CICERO Green finds the management of proceeds of Kenya to be in accordance with the Green Bond Principles. 
 
Net proceeds from Kenya’s sovereign green bond will be credited to a ringfenced account under the National 
Treasury and Planning. This ministry will be responsible for coding, tracking and reporting the allocation of 
proceeds to eligible projects. Proceeds will be allocated on a portfolio basis within 12 months of a bond issuance. 
Proceeds that are not allocated after 12 months will be invested in green assets according to the Public Financed 
Management Act. The general exclusion of the fossil fuel investments under this framework will apply to 
unallocated proceeds as well. The lookback period for financing and refinancing of eligible projects is limited to 
two years.  
 
The Treasury and Planning ministry will establish a Green Bond Register, which contains more project level 
information than the Green Asset List, to record the allocation of proceeds to eligible projects on an ongoing basis. 
The register will contain information on what kind of projects were financed and what the expected environmental 
impacts will be.  
 
The issuer will obtain a third-party review and verification that the management of proceeds has been in line with 
the framework and international best practice. The report will be published by the National Treasury and Planning. 

Reporting 
Transparency, reporting, and verification of impacts are key to enable investors to follow the implementation of 
green finance programs. Procedures for reporting and disclosure of green finance investments are also vital to 
build confidence that green finance is contributing towards a sustainable and climate-friendly future, both among 
investors and in society.  
 
On an annual basis, the National Treasury and Planning will publish a Green Bond report covering all bonds issued 
under the Green Bond framework. The first report will be available within one year of the inaugural issuance. The 
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report will provide allocation and impact reporting. On allocation, the report will disclose aggregate allocations to 
each project category including information on project types, number of projects and progress on a portfolio level; 
the balance of unallocated proceeds; confirmation that the use of proceeds is aligned with the framework, examples 
of eligible green assets where confidentiality rules allow for this; amounts allocated to new projects versus 
refinancing; amounts allocated to projects versus programs; methods for impact reporting. 
 
On impact reporting, the framework lists a comprehensive and detailed amount of impact indicators per project 
category. Depending on the project type, reporting will cover total numbers of assets financed, energy installed or 
saved and avoided emissions. Please refer to the framework or the annex in this document for the detailed 
overview. The framework does not outline the methodologies that will be applied to calculate the impact metrics 
that Kenya lists in the framework. Impacts will be reported along the same lines as allocations, i.e. aggregated for 
all bonds, reported on portfolio basis, some examples of single projects will be mentioned. 
 
The line ministries responsible for a given project will collect data and provide it to the National Treasury and 
Planning. The issuer is not planning to obtain a 3rd part review of the reporting. 
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3 Assessment of Kenya’s green bond 
framework and policies 

The framework and procedures for Kenya’s green bond investments are assessed and their strengths and 
weaknesses are discussed in this section. The strengths of an investment framework with respect to environmental 
impact are areas where it clearly supports low-carbon projects; weaknesses are typically areas that are unclear or 
too general. Pitfalls are also raised in this section to note areas where Kenya’s should be aware of potential macro-
level impacts of investment projects. 

Overall shading 
Based on the project category shadings detailed below, and consideration of environmental ambitions and 
governance structure reflected in Kenya’s green bond framework, we rate the framework CICERO Medium 
Green.  

Eligible projects under the Kenya’s green bond framework 
At the basic level, the selection of eligible project categories is the primary mechanism to ensure that projects 
deliver environmental benefits. Through selection of project categories with clear environmental benefits, green 
bonds aim to provide investors with certainty that their investments deliver environmental returns as well as 
financial returns. The Green Bonds Principles (GBP) state that the “overall environmental profile” of a project 
should be assessed and that the selection process should be “well defined”. 
 

 Category Eligible project types Green Shading and some concerns 

Clean/sustainable 
Transport 
 

 

 
 
 

Project aiming at developing 
or acquisition of low 
energy/emissions or zero 
emission transportation assets, 
system, infrastructure, 
components and services. 
Potential eligible projects are: 
 
• High quality transit line 
• Bus Rapid Transit system 

powered by electric 
• Cable Cars 
• Pedestrian walkways 
• Cycling lanes 
• Retrofits for public 

transport infrastructure 
(from electric sources) 

• Ultra-light rail systems 

Medium to Dark Green 
 While some aspects of this category clearly 

represent Dark Green solutions (e.g., electric 
transport solutions), some are Medium Green 
(e.g., station buildings, electric transport solutions 
at the airport and Light Green (e.g., timed robots 
to reduce traffic pollution)  

 Only fossil free solutions are eligible, such as 
fully electric cars, electric cable cars and electric 
commuter rails. Hybrid vehicles, fossil fuel 
powered busses and LPG fueling facilities are 
excluded from financing. This category could also 
include incentive mechanisms for the switch from 
fossil to electric vehicles.  

 Clean Utility connections at the airport refer to 
charging stations for electric vehicles and solar 
energy systems. There is a concern that these 
systems are directly tied to fossil fuel intensive 
aviation. According to the issuer, airport 
buildings are not part of the framework. 
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• Electric/solar charging 
stations for fully electric 
vehicles 

• Ultra-low carbon dedicated 
Freight railway lines 

• Clean electric utility 
connections at the airport 

• Sustainable transport 
infrastructure (electric 
charging stations; terminals; 
network and traffic 
management systems; 
connected and automated 
transport technologies; 
smart mobility systems; 
electric powered BRT 
systems development and 
deployment of alternative 
zero emission hydrogen fuel 
cells transport utilities 

• Electric Cars 
 

 High quality transit lines refer to passenger 
transport in and between urban areas by bus or 
light rail. Only electric busses qualify, and Diesel 
driven busses are excluded. Regarding rail 
transport, the rail lines and coaches (including 
locomotive) can be financed. The system needs to 
be electricity driven to qualify – Diesel trains are 
excluded. 

 Some project categories include buildings, such 
as retrofits for public transport infrastructure and 
sustainable transport infrastructure. Buildings will 
only refer to stations. The issuer confirmed that 
Diesel generators are excluded, while utility 
companies rely on diesel generators as back-up. 
Such generators will be replaced with solar 
panels. However, no additional requirements such 
as energy efficiency or certification schemes are 
currently required. 

 For freight railway lines, the extension and 
electrification of the rail network is eligible. 
Diesel powered locomotives are excluded, electric 
ones do qualify. The freight rail system financed 
by the green bond proceeds cannot be used to 
transport fossil fuels along with other goods. 

 Operational costs for freight and commuter rail 
lines are eligible. This excludes the purchase of 
fossil fuels for existing fossil powered trains. 

 Hybrid cars are excluded from financing. 
 Alternative transport fuels refer to ethanol based 

on sugarcane production. According to the issuer, 
sugarcane is sourced from Kenya and Kenya does 
not expect competition with food. No existing 
forest is to be cleared according to the issuer. 
Deforestation risks are considered low as the 
sugar cane belt is largely ‘savannah’ and existing 
sugar cane plantations have capacity beyond what 
mills can currently process according to local 
experts.   

Energy efficiency 
 

 

 

Projects aiming at reducing the 
energy consumption of 
underlying asset, technology, 
product or systems(s). 
Potential eligible projects are: 
 
• Green Commercial 

Buildings 
• Green Residential buildings 

Light to Medium Green 
 Mind physical risk exposure to buildings from 

floods and urban storm water 
 Efficiency improvements of fossil heating 

systems are not eligible 
 No specific energy efficiency improvements are 

required. All buildings need to be certified against 
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• Upgrade Projects (Non-
building assets such as 
energy efficient public 
lighting and signals; smart 
grids etc.) 

the Kenyan GreenMark scheme2. No specific 
classification category (e.g., Bronze, Silver, Gold, 
Platinum, Diamond) is required. This point-based 
certification scheme includes considerations on 
building materials, public transportation access 
and energy efficiency. However, the lowest level 
(Bronze) can already be achieved without 
significant achievements in any of these 
categories, e.g., energy efficiency better than local 
building codes. 

 Kenya informed us that Life Cycle Emission 
Screening will be used as a criterion during 
screening of projects/programs/assets for ensuring 
eligibility of green bond projects. 

 In a low-carbon 2050 perspective, the energy 
performance of buildings is expected to be 
improved, with passive and energy-contributing 
housing technologies becoming more mainstream 
and the energy performance of existing buildings 
greatly improved through refurbishments. 

Renewable energy 
 

 

 

Project aiming at developing 
local renewable energy 
production and/or energy 
saving. Potential eligible 

projects are: 
 
• Hydropower (Micro, pico, 

small scale and run-off-
river hydroelectric 
generation power. 

• Solar energy 
• Geothermal energy  
• Energy recovery (from 

waste to power network, 
data centres) 

• Wind 
• Tidal energy 
• Bio-fuels 

Medium to Dark Green 
 Energy recovery from fossil fuel systems are not 

accepted under the Green Bond Framework 
according to Kenya. 

 For hydropower, small dams are eligible (less 
than 10MW). Large dams are excluded due to the 
environmental and social risks. The issuer 
informed us that World Bank ESSIA policy 2016 
and Kenya’s EMCA 1999 is applied.  

 Geothermal energy is eligible if it is below the 
mandatory emission threshold of 122 gCO2/kWh 
according to the issuer. 

 The issuer confirmed that environmental and 
social impact assessments will be conducted for 
all projects. Assessments will be carried out by 
independent consultants according to national 
law, which has incorporated the World Bank 
standards for such assessments. 

 According to the issuer, projects which are 
controversial due to their environmental and 
social impact will not be financed with green 
bond proceeds but sent back to the sponsoring 
line ministry by the Technical Evaluation 
Committee. 

 
2  https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-
building.html 

https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-building.html
https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-building.html
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 Energy recovery includes heat energy as well as 
flue gas and gas captured from sanitary landfills. 
Waste can be all combustible solid waste mix 
according to the issuer. There are some concerns 
that this might lead to rebound effects and broader 
environmental impacts. According to the issuer, 
waste will be mainly from municipal and urban 
centres, sludge and agricultural waste such as 
bagasse from sugar cane firms. Energy recovery 
from plastic sources are excluded. 

 The issuer will not finance projects that require 
the expropriation of land. 

 The issuer confirmed that biofuels are largely 
based on left-overs (e.g., agricultural waste, 
sources from firms, and agro-processing facilities, 
e.g., slaughter houses), but partly could be 
specifically grown for energy generation, which 
can have adverse environmental effects. 
 

Sustainable Water 
Management 
 

 

Projects aiming to improve 
sustainable infrastructure for 
clean 
drinking water. Potential 
eligible projects are: 
 
• Water Use Sustainability 

and Efficiency Projects 
• Improved water supply 

infrastructure and facilities 
• Sustainable water resources 

management systems e.g 
water towers catchment 
restoration 

 

Dark Green 
 The issuer confirmed that pumps and other related 

infrastructure will not run on fossil energy, but on 
solar, wind or solar-wind hybrid power. Tracking 
of water using fossil fuel powered water bushers 
and tankers will be excluded. 

Sustainable waste & waste 
water management 
 

 

 

Project aiming at reducing 
amount of waste and improve 
sustainable infrastructure for 
wastewater treatment and 
urban drainage systems. 
Potential eligible projects are: 
 
• Waste Prevention 
• Waste re-use i.e waste to 

energy 
• Waste Minimisation 
• Waste recycling 

Medium to Dark Green 
 Equipment will not run on fossil fuels 
 According to Kenya, waste to energy projects are 

only limited to methane capture and using it to 
generate power. 

 Incineration of waste is restricted to the burning 
of toxic and medical waste according to the 
issuer. 

 Currently, according to the issuer, waste handling 
is unorganized in Kenya, and policies and 
infrastructure are lacking. According to Kenya, 
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• Waste to energy 
• Energy Recovery 
• Wastewater Treatment 

Projects (including Sewage 
Sludge Management) 

• Treatment or reuse of 
sewage sludge 

• Improved sanitation 
facilities project 

fossil fuel sources from plastic are excluded under 
the framework. 

 Kenya does currently not have a target for the 
recycling of waste. 

 There is some risk of lock-in by investing in 
energy recovery from fossil fuel related industries 
(e.g., cement kilns). However, the issuer informed 
us that investments would be focused on switch 
from fossil fuel to renewable energy sources. The 
issuer confirmed that this could lead to increased 
production capacity, but that no fossil fuel 
equipment will be financed.  

 

Sustainable Management 
of natural resources 
 

 

 

Projects aiming at managing 
natural resources such as land, 
water, soil, plants and animal, 
with a particular focus on how 
management affects the 
quality of life for both present 
and future generations. 
Potential eligible projects 
include: 
 
• Restoration of degraded 

water catchment, 
ecosystems, afforestation, 
soil erosion conservation in 
scale  

• Sustainable management of 
climate smart agriculture 
and forest 

• Sea wall construction, 
prevention of saline sea 
water intrusion, coral reef 
protection, mangrove 
protection, planting and 
management and dedicated 
tree growing and 
management for increasing 
forest cover (generation of 
mass seeds/tree seedling, 
establishment of tree 
nurseries, protection of tree 
seedling, etc. 

• Protection of coastal and 
marine environment, pest 
management 

Medium to Dark Green 
 The financing of drainage of marsh, swamp, 

wetland and bogs is excluded under this 
framework. 

 Direct investments in fossil fuel equipment, 
incineration of peat and deforestation are 
excluded. 

 Fishery and Aquaculture is excluded according to 
the issuer. 

 The issuer will require Kenyan certification for 
forest management (assesses whether forests are 
being managed according to a specified set of 
standards) and for chain of custody (verifies that 
certified material is identified or kept separate 
from non-certified or non-controlled material 
through the production process) 

 Forest management can include fossil fuel 
equipment.  



 

‘Second Opinion’ on Kenya’s Green Bond Framework   14 

• Afforestation and 
sustainable forest 
management. Biodiversity 
conservation, creation and 
protection of urban-rural 
reactional green spaces 

 
 

Resilience to climate 
change 
 

 

Projects aiming at improving 
the sustainability of the 
climatic system, leaving it 
better prepared for future 
climate change impacts. 
Potential eligible projects 
include: 
 
• Early warning systems 
• Flood mitigation drainage 

system upgrades 
• Flood defence systems 
• Drought management. 

Coastal wall for prevention 
of sea water intrusion 

 
 

Dark Green 
 Climate adaptation measures are crucial elements 

of a 2050 solution.  
 The issuer informed us that projects will either 

take place on publicly owned land, or that the 
government will pay compensation to private land 
owners. 

 Construction projects can have substantial fossil 
fuel involvement and local environmental 
impacts. 

Table 1. Eligible project categories 

Background 
Kenya’s economy is considerably exposed to weather changes due to climate change. Around 30% of GDP is 
contributed by the agricultural sector. The food processing parts of the manufacturing sector, which is the second 
largest contributor to GDP 3, is similarly exposed as it depends on agriculture for inputs. Its main exports, 
generating foreign currency revenues, are agricultural products such as horticulture, tea, coffee and tobacco4, all 
of which are vulnerable to changing climate and weather. Kenya is acutely aware of this exposure and aims to 
build resilience.  
 
Regarding the electricity sector, Kenya’s has ca. 2.3 GW of installed generation capacity5. Tanzania and Algeria, 
which have similar population sizes, have 1.2 GW and 17 GW installed capacity respectively. Kenya has a 
diversified electricity mix and is endowed with plentiful renewable energy sources, such as solar, wind and 
geothermal power6. Hydropower contributes 36%, thermal power (mostly Diesel, some biomass) 33%, geothermal 
29% and other renewables 2%. About 57% of the population has access to grid-based electricity.7 Due to limited 
grid infrastructure and high grid losses, blackouts are frequent. Since 2015 Kenya has been in the process of 

 
3 http://www.invest.go.ke/kenyas-economy/ 
4 Trading Economics  
5 USAID https://www.usaid.gov/powerafrica/kenya 
6 USAID https://www.usaid.gov/powerafrica/kenya 
7 Kenya Power 

http://www.invest.go.ke/kenyas-economy/
https://www.usaid.gov/powerafrica/kenya
https://www.usaid.gov/powerafrica/kenya
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building a 981 MW coal-power plant, which would be the country’s first. At the end of 2019 Kenyan courts 
revoked the environmental license. The plant would have endangered a nearby UNESCO World Heritage site. 
Plans to start construction have been halted. Should the plant be built it would increase installed capacity by 40% 
and Kenya’s greenhouse gas (GHG) emissions by 700%, according to reporting by The Guardian8.  
 
Kenya’s greenhouse gas emissions are lower than 1% of global emissions, according to the National Climate 
Change Action Plan (NCCAP). Due to expected growth in the population and economic activity, the NCCAP 
assumes an increase in emissions by around 200 % until 2050. Currently, the main contributors to GHG emissions 
are agriculture and land use, land use change and forestry (LULUCF), each contributing around one third. 
Deforestation to gather fuel wood and produce charcoal in rural areas is part of LULUCF. Transportation and 
electricity generation contribute relatively little as of now but are expected to grow strongest, especially electricity 
generation, according to the projections in the NCCAP. 
 
The Ministry of Environment and Natural Resources has published emission reporting in the form of the national 
GHG inventory (last issue 2010). Sources and sinks were calculated according to the 1996 IPCC guidelines. The 
inventory is based on data from early- to mid-1990s. Data availability was pointed out as the major problem in 
establishing the inventory, especially regarding emissions from land-use change. In a subsequent report from 2016, 
data sources and gaps for emissions from the sectors energy, industrial processes, solvent and product use, 
agriculture, LULUCF and Waste were identified. 9  The report also pointed to a lack of capacity in the 
administration to systematically track and report emissions. The reporting was developed in cooperation with the 
British development agency UKaid and some consulting companies.10  

Governance Assessment 
Four aspects are studied when assessing the Kenya’s governance procedures: 1) the policies and goals of relevance 
to the green bond framework; 2) the selection process used to identify eligible projects under the framework; 3) 
the management of proceeds; and 4) the reporting on the projects to investors. Based on these aspects, an overall 
grading is given on governance strength falling into one of three classes: Fair, Good or Excellent. Please note this 
is not a substitute for a full evaluation of the governance of the issuing institution, and does not cover, e.g., 
corruption. 
 
Kenya has established national management and governance structures in which the green bond framework is 
embedded. Mitigation and adaptation targets have been adopted and defined for various sectors. However, 
mitigation targets mean a total increase of emissions due to targets for economic growth. There is a strong focus 
on adaptation and disaster risk response. Regarding the green bond framework, the selection process involves 
environmental competence and a screening process that includes life-cycle emissions incl. supply chain factors. 
While final decisions are made in consensus by the Approval Board will 
take the final decision on eligible projects, the Cabinet Secretary in-
charge of National Treasury and Planning ministry has the power to veto 
decisions. Controversial projects will be removed. The Kenyan 
parliament will have access to the green bond project register. The issuer 
will provide annual reporting on allocations and impacts on a portfolio 
basis with some project examples. An audit of reporting is not planned. 

 
8 The Guardian https://www.theguardian.com/global-development/2019/jul/11/kenya-first-coal-plant-
construction-paused-climate-victory 
9 Kenya’s Second National Greenhouse Gas Inventory: 
Data Sources and Gaps 
10 AMong the consulting companies is IISD, which is also a member of the CICERO Shades of Green led expert 
network on second opinions (ENSO) 

https://www.theguardian.com/global-development/2019/jul/11/kenya-first-coal-plant-construction-paused-climate-victory
https://www.theguardian.com/global-development/2019/jul/11/kenya-first-coal-plant-construction-paused-climate-victory
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However, the issuer will obtain a third-party review and verification that selected eligible assets are in line with 
the framework and international best practice. The report will be published by the National Treasury ad Planning. 
The overall assessment of Kenya’s governance structure and processes gives it a rating of Good.  

Strengths 
It is a clear strength that Kenya’s framework maintains a strong focus on adaptation considering agriculture 
constitutes Kenya’s largest contributor to its GDP. Much of Kenya’s agricultural production comes from 
subsistence and small-scale production with limited means to adapt to climate change. Agriculture in Kenya is 
exposed to droughts, floods and extreme weather events.  
 
It is a clear strength that Kenya generally excludes investments in fossil fuel infrastructure. Kenya includes in their 
framework electrified public transport incl. electric light rail and bus systems. A dedicated approach to replace 
individual modes of motorized transport with electrified public transportation is part of 2050 solution. This is 
strengthened as Kenya’s clean transportation category excludes all diesel-based investments and hybrids.  
 
The issuer confirmed that environmental and social impact assessments will be conducted for all projects. It is a 
clear strength that assessments will be carried out by independent consultants according to national law, which has 
incorporated the World Bank standards for such assessments. It constitutes an additional strength that Kenya 
requires life cycle assessments to be conducted in order to be considered for inclusion in the green asset register.  
 
Furthermore, it is a strength that administrational costs are excluded under this framework. The issuer confirmed 
that all proceeds will go to projects and programs.   

Weaknesses  
Kenya’s “Second National Greenhouse Gas Inventory: Data Sources and Gaps”, developed with the support of the 
development agency “UKaid”, found significant gaps in data availability, data quality and institutional capacity 
for the collection and analysis of sources and sinks of greenhouse gas emissions in the sectors energy, industrial 
processes, solvent and product use, agriculture, LULUCF and waste. Many of these sectors are included in the 
green bond framework. The issuer intends to provide impact reporting using a comprehensive set of impact 
indicators. Given the gaps and challenges identified in the inventory report it is unclear whether the issuer will be 
able to provide impact reporting in a way that is consistent with the framework. 

Pitfalls 
We applaud the focus on the electrification of mass transport. In order to maximize the positive environmental 
effect, electricity needs to be produced without fossil fuels. We therefore encourage the issuer to increase the share 
of renewable energy in the electricity grid, and to decrease the share that is based on diesel generators. Given 
Kenya’s ambitious targets for economic growth and development, realizing this growth with a largely renewable 
electricity mix will have positive environmental and economic long-term effects. 
 
According to the issuer, the government plans to develop guidelines for stakeholder engagement and a conflict 
resolution mechanism for local communities affected by projects is already in place. However, due to a lack for 
specific engagement at this stage, some projects (e.g., new wind farms etc.) could lead to local conflicts. CICERO 
Green encourages Kenya to develop transparent guidelines and to sufficiently involve the local population and 
other stakeholders. 
 



 

‘Second Opinion’ on Kenya’s Green Bond Framework   17 

Voluntary green building certifications do not guarantee reduced emissions or other environmental benefits 
Buildings need to be certified against the Kenyan GreenMark scheme 11 . No specific energy efficiency 
improvement or classification category (Bronze, Silver, Gold, Platinum, Diamond) is required. This point-based 
certification scheme includes considerations on building materials, public transportation access and energy 
efficiency. However, the lowest level (Bronze) can already be achieved without significant achievements in any 
of these categories, e.g., energy efficiency above local building codes. 
 
While final decisions are made in consensus by the Approval Board, the Cabinet Secretary in-charge of National 
Treasury and Planning ministry has the power to veto decisions. However, the issuer informed us that this can only 
be done if new evidence emerges that has not been reviewed by the Approval Board. Such a decision would 
subsequently have to be reviewed by a technical sub-committee from the Approval Board. In addition, public 
reporting will only be on an aggregate level while the parliament has access to the project registry. CICERO Green 
encourages Kenya to make information on project level publicly available in the reporting. 
 
 

 
  

 
11  https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-
building.html 

https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-building.html
https://www.ke.undp.org/content/kenya/en/home/library/environment_energy/Greenmark-standard-for-green-building.html
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Appendix 1:  
Referenced Documents List 

Document 
Number 

Document Name Description 

1 Green Bond Framework  

2 National Climate Change Action Plan (NCCAP), 
2018 -- ADAPTATION TECHNICAL 
ANALYSIS REPORT (ATAR) 
2018-2022 

Action Plan for Kenya’s national climate 
adaptation strategy  

3 National Climate Change Action Plan (NCCAP), 
2018 -- MITIGATION TECHNICAL ANALYSIS 
REPORT (MTAR) 2018-2022 

Action Plan for Kenya’s national climate 
mitigation strategy 

4 Kenya’s Intended Nationally Determined 
Contribution (INDC), 2015 

Kenya’s INDCs to response to the Paris 
Agreement.  

5 Initial National Communication on GHG,  Output from the project “Kenya: Enabling 
Activities for the Preparation of Initial National 
Communication Related to the UNFCCC” 

6 Kenya’s Second National Greenhouse Gas 
Inventory: Data Sources and Gaps, 2016 

GHG Inventory developed with support of the 
StARCK+ Climate Change Technical Assistance 
to the Government of Kenya 

7 Kenya Climate Change Act, 2016 Kenya’s climate change act from 2016 

8 NATIONAL POLICY ON CLIMATE FINANCE, 
2016 

Kenya’s policy on climate finance 
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Appendix 2:  
About CICERO Shades of Green 

CICERO Green is a subsidiary of the climate research institute CICERO. CICERO is Norway’s foremost institute 
for interdisciplinary climate research. We deliver new insight that helps solve the climate challenge and strengthen 
international cooperation. CICERO has garnered attention for its work on the effects of manmade emissions on 
the climate and has played an active role in the UN’s IPCC since 1995. CICERO staff provide quality control and 
methodological development for CICERO Green. 
CICERO Green provides second opinions on institutions’ frameworks and guidance for assessing and selecting 
eligible projects for green bond investments. CICERO Green is internationally recognized as a leading provider 
of independent reviews of green bonds, since the market’s inception in 2008. CICERO Green is independent of 
the entity issuing the bond, its directors, senior management and advisers, and is remunerated in a way that prevents 
any conflicts of interests arising as a result of the fee structure. CICERO Green operates independently from the 
financial sector and other stakeholders to preserve the unbiased nature and high quality of second opinions. 
We work with both international and domestic issuers, drawing on the global expertise of the Expert Network on 
Second Opinions (ENSO). Led by CICERO Green, ENSO contributes expertise to the second opinions, and is 
comprised of a network of trusted, independent research institutions and reputable experts on climate change and 
other environmental issues, including the Basque Center for Climate Change (BC3), the Stockholm Environment 
Institute, the Institute of Energy, Environment and Economy at Tsinghua University and the International Institute 
for Sustainable Development (IISD). 
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