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What is The Lapsset
corridor program?

. LAPSSET Corridor stands for Lamu Port, South Sudan, Ethiopia, Transport
Corridor.

. It is a regional multi-modal infrastructure project between KENYA, ETHIOPIA
& SOUTH SUDAN.

The components are:

- Highways from Lamu - Isiolo - Moyale - Addis Ababa (Ethiopia) and

Isiolo -
Lodwar - Nakodok - Juba (South Sudan)

- Crude oil pipelines from South Sudan - Lokichar - Lamu
- Product oil pipelines from Lamu to Hawassa

- Standard Gauge Railway Lamu - Isiolo - Moyale - Addis Ababa
(Ethiopia) and Isiolo - Lodwar - Nakodok - Juba (South Sudan)

. The program is the single largest infrastructure project in Arica.
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. Kenya: Population increased from 41.4M in 201 to 49.7M in 2017. Over the
same period, GDP per capita increased from USD 2,436 to USD 2,961 : Gulu

(CAGR: 2.8%)
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. Ethiopia: Population increased from 87.7M in 2010 to 105M in 2017. Over
the same period, GDP per capita increased from USD 1,075 to USD 1,724 Uganda

(CAGR: of 7.0%)
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Port Demand Integrating Lamu Port City
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Completion of Berth #1 in Lamu.

r > = il iy - e Ly B g - -
LR T —rrl"l-l'lIrlihi e RS BRI VR RN LT R RE ] L] | -
- el il e . i

= -
- E - - - - - . - -

----I-II-I----H.--H-_-




DAVID J. MACKAY - VARUNA CONSULTANCY

Lamu Port Base Case Projections

Table 3-8: Overall Cargo Forecast for the Port of Lamu (Base Case) — 2021 to 2040

Throughput (000s tons)

2022

2023

2024

2025

Lamu - container forecast in TEL

Lamu - container forecast in tons®
Lamu - breakbulk forecast

Lamu - dry bulk forecast

Lamu - liquid bulk forecast

Lamu - Base Case forecast in tons

Source: MTBS

129,036

1,290.4
2545
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3,312.2
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2.930.1
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636,943

5,369.4
1019.9
4 655.3
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15,543.9
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Additional components: Electricity transmission, Fibre optic connectivity, water
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LAPSSET

PROGRESS
MAP

—‘—
Turkara W
Wwest
| '‘okot
Trane o
Nzolz : g i
e ®
Rungnmsz '"‘.2 ‘
- uasm ¥
. m,
Busia™" Giahn w
- Kskamega '
~ S 7 Nem:i o
Sidya ‘Viniga
Kisumwu
Keicho:
Honw Bay .
Ny=mra
) | Kisii Bumel -
Migori
Narck
—— Lapsset Corridor

——— 0Ol Pipeline
—— Lapsset Railway

Banngo¥

"~ Nakuru

D \
1 apaset | Iighway J"
compleied —
Isiolo 10 Moyae

Mazisabil

Samburu

Isivio

S
I aikipi=
\\Av
A,
;2
~. Murang'a 9 i
<lambu- (
- /’
"Naial§i
) Nachakos
Tai
Kitul RNer
Nzkuenl
Kallado
Kilir
Taita
Tavels

Kwalp

Mandera

vaur

Uenszsa
Oli plpeline
Dolng constructed
N

Lamu
C

,'; .




DAVID J. MACKAY - VARUNA CONSULTANCY

PPP Investment
opportunities at Lamu Port

LCDA together with Transaction advisors have identified 2 terminals at Lamu Port and the New Lamu Industrial City & Lamu SEZ as being viable for Private Sector Investment under
the PUBLIC PRIVATE PARTNERSHIP (PPP) framework.

. Lamu Port Agri bulk Terminal
. Lamu Port Liquid bulk Terminal
. Lamu SEZ
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Lamu Port Agribulk
Terminal

. Agribulk import demand at the port of Lamu is projected to increase from 547,000 tons in 2023 to 3.3M tons in 2045.

. Kenya is the largest demand driver for Agribulk volumes at the port of Lamu, generating approximately 70% of the ports
total demand in 2045.

.EIRR of 12%

AGRIBULK TERMINAL
Lamu agribulk forecast split by country I NVESTM E NTS

000 Tons - Base Case
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Total estimated full-period investments
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Lamu Port Liquid Bulk
Terminal

. Potential Lamu Port oil demand comprises both Kenyan refined oil imports and crude oil exports from the Lokichar basin.

. The basin contains an estimated 560 million barrels in proven crude oil reserves;
. This reserve would translate to 60,000 (low case) to 100,000 (high case) barrels per day of gross production. This yields a base case average production of 80,000 barrels per day.

. Demand for refined oil product imports and crude oil exports in Kenya is expected to increase from 6.8M tons in 2020 to 19.3M tons in 2045

000 Tons Refined Products Imports LI QU I D B U LK TE RM I NAL
200 INVESTMENTS

2040 14,939

2035 13,451 $ 61 M

2050 008 Total estimated upfront investments
$94M

2020

2015 4,918 Total estimated full-period investments

2010 4,556 2 2 %

EIRR
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New Lamu
industrial City

KEY DEVELOPMENT INDUSTRIES FOR NLIC

. Iron and steel industries: High demand for steel in the region with lower
production. Kenya's steel demand is currently at 2.5 million tons, and is
projected to double to 5 million tons by 2030.

. Cement industry: With major infrastructure and real estate developments
ongoing, there is increased demand for cement in the region. Kenya alone
consumed 5.7M tons of cement in 2015.

. Petrochemical industry: There are massive Oil and Gas reserves in the
region that have been largely under-utilised leading to reliance on imports.

. Leather industry: Already a major industry in Ethiopia, leather production in
Africa lags far behind its demand. The LAPSSET partner states offer a
significant cost advantage over other major leather producing countries such
as China.
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Lamu Special
Economic Zone (SEZ)

. NLIC: Located within NEW LAMU INDUSTRIAL CITY and with close proximity
to Lamu Port, Lamu SEZ saves the tenants time, costs, and creates connectivity,
hence leading to market access of the participating industries.

. Nautical characteristics: The Lamu Port design includes berths capable of
handling bulk carrier of 100,000 DWT - class, container ship of 100,000 DWT
and general cargo ship of 30,000 DWT-class. This makes the Lamu Port more
competitive than Mombasa Port.

. Greenfield: The Greenfield development with sufficient space availability,
offers opportunity and flexibility to develop the asset free from existing
obstacles.

. Raw materials: The recent discovery of oil, gas, rare minerals and coal in
EAST AFRICA along the LAPSSET corridor makes Lamu a captive processing
destination of these raw materials.

SEZ INVESTMENTS

$98M

Total estimated upfront investments

$491M

Total estimated full-period investments

80%

Share of investments for Phases Il and Il

Land demand in hectares

Basic Storage
22 39 53

68 328 608

Warehousing
Light industries
Public Buildings

Roads 12 46 81

N Wl 0 00N

Landscaping
Total land demand in ha 29 119 460 820
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Highways

Interregional Highways from Lamu to Isiolo, Isiolo to
Nakodok and Juba (S. Sudan), Isiolo to Moyale and
to Addis Ababa (Ethiopia), and Lamu to Garsen
(Kenya)

. Isiolo - Marsabit - Moyale (505KM):
Works 100% complete.
One stop border post at Moyale 100% complete

. Lamu - Witu - Garsen (112KM): 68% Lamu Port linl( road
Construction commenced in 2017. Completion rate.

60% complete

. Lamu - Garissa - Isiolo (538KM):
NEGOTIATIONS ONGOING, GOVERNMENT CONSIDERING VARIOUS
FUNDING OPTIONS FOR THE ROAD SECTION

. Isiolo - Maralal - Lokichar (368KM):
Detailed designs completed.
Ready for funding

. Lokichar - Lodwar - Nakodok (338KM):
Certain sections commenced. Funding under World Bank.




DAVID J. MACKAY - VARUNA CONSULTANCY

O1l Pipelines

Crude oil pipeline from Lamu to Isiolo, Isiolo to
Nakodok, and Nakodok to Juba (South Sudan)

. Joint Development Agreement (JDA):
Signed between the upstream companies and GOK in 2017.

. Front end engineering designs (FEED), strategic Environmental Assessment
(SEA) and environmental and social Impact Assessment (ESIA) studies already
completed.

. First oil flow expected by 2022.

Product Oil Pipeline from Lamu to Isiolo, Isiolo to Moyale (Kenya) and
Moyale to Addis Ababa (Ethiopia)

. Bilateral Agreement between Kenya and Ethiopia to jointly develop the
pipeline signed in 2018.

. Kenya Pipeline (KPC) preparing studies on the pipeline in 2019/2020

Both pipelines admitted under PIDA Il

2li))

INTERCONNECTING
INTEGRATING & TRANSFORMING
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Railway

Interregional Standard Gauge Railway lines from Lamu to Isiolo, Isiolo to
Nakodok (Kenya/South Sudan border) and Juba (South Sudan), Isiolo to

Moyale (Kenya/Ethiopia border) and Addis Ababa (Ethiopia) and Nairobi
to Isiolo.

i

. Preliminary engineering and feasibility studies carried out on the project
lines.

. Ethiopia/Kenya Technical Coordination Committee set up to develop a joint
implementation plan and funding strategy.

. A joint due diligence tour to China done in 2015.

. Railway admitted under PIDA Il

. PROJECT COST: Total estimated investment cost - USD $ 7.099 Billion
. Project EIRR: 17.3%
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Investment incentives in place

. Capital goods and raw materials are zero rated. Special Economic Zones (EPZ) Scheme

. Plant, machinery & equipment are duty exempt. .10 year tax holiday

. Some of the plant, machinery and equipment are exempt . 15% corporate tax for another 10 years
from VAT. . Duty & VAT exemption
. Market access in COMESA & EAC markets with no taxes. . Single license

. Exemption from stamp duty and

Investment Allowance: . Exemption for withholding tax.

. 100% Nairobi, Mombasa and Kisumu cities and Incentives for listing in the Capital market

. 150% those in other parts of the country.
. Issuance of at least 40% of share capital - 20% tax for 5 years

Export Processing Zones (EPZ) Scheme: . Issuance of at least 30% of share capital of share - 25% tax
rate for 5 years

. 10 year tax holiday . Issuance of at least 20% of share capital - 27% tax rate for 3

. 25% corporate tax for another 10 years years.

. Duty and VAT Exemption

. Single License
. Exemption from stamp duty and

. Exemption for withholding TAX.




Thank you!
Any questions?

3rd Floor, Imaara Plaza, Dedan Kimathi Street P.O Box: 84689 Mombasa 80100 Kenya
sales@varunaconsulting.com

+254 722 787 697




