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ENERGY SITUATION IN KENYA - 2017 

1 OVERVIEW:  

There are three main sources of energy in Kenya – biomass, petroleum and electricity, at 69%, 
22% and 9% respectively of total energy consumption in Kenya. 

 

Biomass 

Biomass, in the form of wood fuel and charcoal, is used extensively in rural areas, mostly by 
poor households for cooking and heating.  It is estimated that 80% of the population relies on 
biomass. Kenya’s overreliance on biomass as a source of energy is perpetuated by poor rural 
electrification. 

Petroleum 

Currently, Kenya imports 100% of its petroleum needs.  However, economically exploitable oil 
deposits were discovered in north-western Kenya in 2012; Africa Oil and its partner Tullow Oil, 
who made the discovery, say they may be able to start small-scale production of crude oil, 
transported by road and rail to the Kenyan port of Mombasa, in 2017.  However, low oil prices 
and Uganda’s recent decision to withdraw support from Kenya, and partner with Tanzania 
instead, in the construction of a port and transport corridor known as LAPSSET (the Lamu Port 
and South Sudan Ethiopia Transport) may impede Kenya’s establishment as a major oil 
exporter.  

Following from the discovery of oil, Kenya is looking at developing facilities and infrastructure 
to support the oil industry.  Currently, the only facilities in the country are a 70,000-barrels-per-
day refinery in Mombasa and a pipeline transporting oil from Mombasa to the south-western 
part of the country via Nairobi.  The government is finalising its acquisition of a 50% stake in 
the refinery (previously held by India’s Essar Energy), giving the government 100% control, and is 
now looking at whether it should upgrade it to prepare for the production of crude oil next 
year, or convert it into an oil storage facility.  The refinery has not been operational since 2013, 
after plans for a US$1.2bn upgrade were abandoned on the advice of consultants, who said it 
was not viable. 
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Electricity 

Electricity in Kenya is generated from geothermal (47% of consumption), hydropower (39%), 
thermal (13%) and wind (0.4%).  Kenya’s current installed electricity capacity is estimated at 
2.4GW, 1.5GW of which is grid-connected and 500MW of which has come online since mid-
2014.  Since hydropower accounts for a large percentage of this capacity and is reliant on 
unpredictable weather conditions, the frequency of power outages is high at 33% (compared to 
an average of 1% for Mexico, China and South Africa).  The cost of energy in Kenya is also high at 
US$0.150 per kWh, almost four times the cost of energy in South Africa (US$0.040).2 

Electricity consumption reached 6,581GWh in 2012/13, increasing by 73% from 2007/8.  Large and 
medium companies are the largest consumers, consuming about twice as much power as 
domestic consumers.  It should be noted that the current tariff pattern favors large firms, 
compared to small firms and households.  This is evident from revenue collection – large and 
medium companies yielded 48% less revenue than households and 79% less revenue than small 
commercial consumers respectively.3 

Despite increasing installed capacity, the demand for power in Kenya is rising at a faster pace 
than supply, and consumption of electricity per consumer is decreasing.  This may be 
attributable to inadequate expansion of the network that connects individuals with low demand 
for electricity, or unmatched demand due to slow increase in generation compared to rise in 
consumers. 

Whilst electricity generation in Kenya is still almost entirely operated by state-owned companies 
or companies in which the government is the principal shareholder, the participation of 
independent power producers (IPPs) is growing.  There are approximately ten IPPs in 
operation4 and they account for about 24% of the country’s installed capacity, up from 11% in 
2008.  One of the key components of the Kenyan government’s energy strategy is a strong 
emphasis on the participation of private investors in the development of the electricity sector, 
so the current trend is likely to continue, at least in the medium term.  However, there are 
concerns about the low efficiency of power production by IPPs. 

The cost of the current plan of electrification is estimated at US$1.3bn over the next 3−4 years, 
highlighting the need for private investors in the sector.  However, the number of IPPs interested 
in investing is low and those that indicate interest demand high generation tariffs, government 
guarantees and letters of credit covering several months of payment for both capital and 
energy charges. 

Kenya also imports electricity from Uganda (accounting for 95% of power imports) and 
Ethiopia, but has cut its power imports by more than half following the injection of geothermal 
power to the national grid.  Data from the Energy Regulatory Commission indicates that Kenya 
imported 27.97 million kWh in the first half of 2015, following the injection of 280MW of 
geothermal power to the national grid, down from 57.91 million kWh in the same period in 2014. 

Geothermal 

Kenya has great potential in the geothermal sphere, accounting for 7 of the 15 gigawatts of 
potential geothermal energy in Africa.  In fact, it is the world’s 8th largest producer of 
geothermal energy.  Additionally, high subsurface temperatures make it cheaper to produce 
geothermal energy here. 

Wind 

Kenya is home to Africa’s largest wind power project (the 310MW Lake Turkana Wind Farm) as 
well as a further 900MW in development or online. 

Coal 

The energy mix in Kenya may change with the exploitation of a 400 million tonne coal mine 
discovered in the Mui Basin, which is expected to power the operations of two new 960MW 
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power plants by 2017.  The US$34bn mining concession was given to Fenxi Mining Group in 2012, 
and a Chinese consortium was given mining rights to the coal mine in 2015. 

 

Although hydropower accounts for a large proportion of energy production in Kenya, its 
unreliability has pushed the government to favor wind, thermal and geothermal generation in 
its current plans for the energy sector.  Indeed, the Kenyan government has planned to raise 
total installed capacity to 6,762MW by 2017, most of which will be produced by geothermal and 
thermal.  By 2031, geothermal energy is intended to be the main contributor to the grid, 
followed by nuclear. In line with this strategy, geothermal capacity nearly doubled between 2008 
and 2013. 

 

2 KEY SECTOR PLAYERS: 

 

Ministry of Energy and Petroleum (MOEP) – sectoral policy, supervision and interventions  

 

Energy Regulatory Commission (ERC) – Enforcing regulations, licensing power companies, 
customer protection, approving Power Purchase Agreements and reviewing retail tariffs  

 

Energy Tribunal – Resolution of disputes in the energy sector  

 

Kenya Electricity Generation Company (KenGen) – Largest electricity generation company 70% 
Government-owned  

 

Kenya Power & Lighting Company Ltd. (KPLC) – Generation at offgrid stations, power purchase, 
transmission, distribution and retail sales of electricity  

 

Rural Electrification Authority (REA) – Implementation of the Rural Electrification Program 
(scheme construction)  

 

Kenya Electricity Transmission Company Ltd. (KETRACO) - Development and ownership of new 
transmission lines 

 

Independent Power Producers (IPPs) – Private sector power generation companies selling bulk 
power to KPLC – 10 IPPs  

 

Geothermal Development Company – established in 2009 to develop geothermal steam fields 
for subsequent use in geothermal electricity generation by generation companies  

 

Cross Border Electricity Trade: 
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• Uganda Electricity Transmission Company Ltd (UETCL) – an external electricity trader, 
interconnected to Kenya through a 132kV double circuit transmission line, who imports 
from and exports electricity to Kenya  

• Tanzania Electric Supply Company (TANESCO) – an electricity trader importing power 

across border at Namanga and exporting at Lunga Lunga, both at 33kV   

• Ethiopia Electric Power Company (EEPCO) – cross border electricity supply at Moyale at 
33kV 

  

Challenges: 

 

1. Inadequate power supply capacity due to rise in demand for electricity, which is growing 
faster than the ability to install additional generation plants. 

2. Over-dependence on hydro-power, which exposes the country to power rationing due to 
extreme weather conditions that result in drought. 

3. Shortage of transformers and overstressed distribution network. 

4. Dependence on donor funding for various projects. 

5. Long delays in development of power infrastructure because building of power 
generation, transmission and distribution network is capital intensive and takes 
inordinately long time from conception to commissioning 

6. Low investments in power generation by private investors Many Independent Power 
Producers (IPPs) are not interested in investing, and those few who show interest take 
too long to implement projects and sometimes demand enormous terms, such as very 
high generation tariffs, government guarantees and letters of credit covering several 
months of payment for both capital and energy charges. 

7. Inadequate sea port facilities for handling imported coal and natural gas, which are 
cheaper primary energy resources than petroleum oil—based fuels for power generation. 

8. High and ever—rising international prices of fossil fuels 

9. Obsolete oil refinery system. 

10. Conflict with food security issues when developing the bio-diesel industry. 

11. Unrealistic demands by local communities where energy resources like coal, gas and oil 
are discovered. 

 

3 REFORMS AND CHANGES TO COME:  

 

• Inter-ministerial Renewable Energy Resources Advisory Committee (RERAC) to advise 
Cabinet Secretary on geothermal, hydro and other renewable energy resources. 

 

• Rural Electrification Authority to become National Electrification and Renewable Energy 
Authority (NERA) - to be the lead agency for developing renewable energy resources 
other than geothermal and large hydros  
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• The existing Nuclear Electricity Project Committee to become Nuclear Electricity 
Corporation to promote and implement a nuclear electricity generation programme  

 

•  Facilitating open access to transmission and distribution networks, designating a system 
operator and encouraging regional interconnections to enhance regional electricity 
trade 

 

• Establishment of Energy Efficiency and Conservation Agency (EECA)  

 

• County governments to set aside suitable land for energy infrastructure development 
purposes 

 

• National Government to facilitate:  

1. Development of a Resettlement Action Plan Framework for energy related projects 
including livelihood restoration  

2. Access to land where exploration blocks fall on private land, community land and 
cultural Heritage areas  

 

• National Government to: 

1. Put in place mechanisms to eliminate kerosene as a household energy source by 
2022  

2. Ensure the creation of disaster response units in each county and in relevant 
energy sector entities  

 

• National Government to set up a Consolidated Energy Fund to cater for:  

1. The proposed National Energy Institute  

2. Acquisition of strategic petroleum reserves  

3. Energy sector environmental disaster mitigation, response and recovery  

4. Hydro risk mitigation; water towers conservation programmes  

5. Energy efficiency and conservation programmes and promotion of renewable 
energy  

 

• National Government to clarify assets ownership between NERA and KPLC  

• National Government to provide the criteria for accessing funds for electrification of 
marginalized areas from the Equalization Fund under Article 204 of the Constitution.  

 

The information in this publication is provided for background information that should enable you to get 
a picture of the subject treated in this document. It is collected with the greatest care based on all data 
and documentation available at the moment of publication. Thus this publication was never intended to 
be the perfect and correct answer to your specific situation. Consequently it can never be considered a 
legal, financial or other specialized advice. Flanders Investment & Trade (FIT) accepts no liability for any 
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errors, omissions or incompleteness, and no warranty is given or responsibility accepted as to the 
standing of any individual, firm, company or other organization mentioned.  
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