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THEME
Water & sanitation

STAGE
Implementation

INSTRUMENT
Debt

GEOGRAPHY
Africa

INVESTMENT SIZE 
US$ 10 million annually

TIME HORIZON
2020-2030
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12. KENYA POOLED WATER  
 FUND

The fi rst initiative by the Kenya Finance 
Facility for Water

Water Finance Facility, Cardano Development, 
DGIS-IGG, Netherland Embassy in Nairobi, 
the Kenyan National Treasury, the Ministry of 
Water and Sanitation, the Water Sector Trust 
Fund, USAID, SIDA and SNV
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Landscape context
The Kenyan government has the ambition to realize universal 
access to safe sanitation for all by 2030. However, in 2017 
water coverage stood at 55% in areas covered by Water 
Service Providers (WSP), while sewage coverage stood even 
lower (16%). Water demand in Kenya is expected to rise 
significantly, fueled by population growth, urbanization, 
industrialization and climate change. While the required 
investment for complete coverage by 2030 is US$11.56 billion, 
the government budget is far from achieving this. In fact, 
Kenya faces a tremendous financing gap of US$11.53 billion. 
Private finance is needed in order to close this gap and realize 
the required infrastructure projects.

Investment context
Kenya has a relatively sophisticated domestic institutional 
investor base and a mature debt capital market. Moreover, 
constitutional reforms in 2010 provided the backbone for a 
robust regulatory environment, e.g. WASREB – Kenya’s water 
sector regulator – requires water companies to report on 
performance indicators and may adjust tariffs to cover loan 
repayments. Through the creation of an innovative financial 
structure and through generating support from credible 
institutions, the Kenyan Pooled Water Fund (KPWF) limits 
risks for institutional investors.

THROUGH THE 
CREATION OF 
AN INNOVATIVE 
FINANCIAL STRUCTURE 
AND THROUGH 
GENERATING SUPPORT 
FROM CREDIBLE 
INSTITUTIONS, KPWF 
LIMITS RISKS FOR 
INSTITUTIONAL 
INVESTORS

(Estimated) Impact

Generating 
revenue from 
increasing 
water volume 
and tariffs

1 billion 
people get 
access to 
water and/or 
sanitation

12. KENYA POOLED WATER FUND

Activity

Reducing 
Non-
Revenue 
Water
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Fund description
The KPWF is a non-profi t company and is the fi rst National 
Water Finance Facility (NWFF). It has been established 
to close the wide funding gap in Kenya’s water sector. The 
overall goal is to enable access to water and/or sanitation 
for about one billion people of which 25% live in designated 
low-income areas. The KPWF annual funding program will 
provide WSPs access to long-term fi nancing through the 
local capital markets to fi nance sanitation infrastructure 
projects. By providing structural funding, KPWF enables 
WSPs to have multiple-year planning, therewith improving 
their fi nancial management. Other than matching WSPs with 
funding, KPWF engages them in an early state, assisting them 
with the scoping of projects, their transition into bankability 
and the actual implementation. Several mechanisms have 
been put in place to lower fi nancial risks. WSPs are screened 
based on their interest and credit worthiness. Moreover, the 
construction of pooling loans lowers the risk exposure to 
bondholders. A reserve account and guarantees will serve as 
credit enhancements, thereby making the bonds more secure. 
In addition, the long-term nature of the bond lowers annual 
costs of fi nancing, which allows for lower tariff increases to 
service debt. 

Project partners:

THE OVERALL GOAL 
IS TO ENABLE ACCESS 

TO WATER AND/
OR SANITATION 

FOR ABOUT ONE 
BILLION PEOPLE OF 
WHICH 25% LIVE IN 
DESIGNATED LOW-

INCOME AREAS
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Investment structure
KPWF aims to establish an annual funding program of KES 
1 billion (about US$10+ million) in the medium term. The 
KPWF will issue a long-tenor bond (~15 years) to Kenyan 
institutional investors, e.g. pension funds and insurance 
companies. The bond proceeds are on-lent to WSPs to fund 
projects. Credit enhancements are provided to the fund through 
a reserve account (first-loss aimed at 50%) and guarantees to 
secure bond repayments to the investors. This vehicle, combined 
with the relatively long-term loan tenor, allows the price of the 
loan to WSPs to be low. As of date, 14 WSPs have been supported 
and six are now ready to receive investments. 

Business model &  
revenue generating activities
Financial returns are being generated from payment of interest 
and principal on the loans which have been realized by:

• Reducing Non-Revenue Water - reducing the amount of 
water that has been produced and is lost before reaching 
the customer;

• Establishing new water connections - for the six projects 
that are ready to receive investment, 400,000 people will 
be connected to sanitation.

WFF REDUCES WIDER 
IMPLEMENTATION 
RISKS BY PUTTING IN 
PLACE CONSULTATION 
AND COOPERATION 
MECHANISMS 
WITH RELEVANT 
STAKEHOLDERS

12. KENYA POOLED WATER FUND

Required 
investment

Available  
Government Budget

1,172 
financing gap

1,176 
financing gap

FUNDING
KES BILLION
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Risks & safeguards
One of the key risks of the fund are possible future changes in government 
support. To mitigate this risk, the Water Finance Facility’s (WFF) works to 
clearly communicate how this type of funding fits into the political strategy 
and to get an approved public security. Moreover, WFF reduces wider 
implementation risks by putting in place consultation and cooperation 
mechanisms with relevant stakeholders, regularly consulting and engaging with 
them throughout the process.
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Figure 21:
WFF provides equity for development 
which is repayable and a first-loss 
contribution if needed. The KPWF 
Management set up a revolving 
fund to provide short-term project 
development loans to WSPs, receiving 
interest and principal once these 
projects have developed. Loans from 
private investors are channeled to 
various WSPs which will be paid back 
over 15 years, providing investors a 
return on investment. 


