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I.O PREFACE

The Public Investments Committee is a Select Committee established under Standing Order

No. 206 and is responsible for the examination of the working of public investments.

t.l Mandate of the Committee

The Comrnittee is mandated to: -

(a) Examine the reports and accounts ofthe public investments;

(b) Examine the reports, ifany, of the Auditor General on the public investments;

(c) Ilxamine, in the context of the autonomy and efficiency of the public investments,

whether the affairs of the public investments, are being managed in accordance with

sound financial or business principles and prudent commercial practices.

The Committee shall however not examine: -

(a) Matters of major Govemment policy as distinct fiom business or commercial

functions of the public investments;

(b) Matters of day-to-day administration; and

(c) Matters for the consideration of which machinery is established by any special statute

under which a particular public investment is established.

The procedure of a Select Committee and other related matters thereto is covered ulder

Standing Order No. 173-203. The Committee has power, under the provisions of the

Constitution, Na(ional Assembly (Powers and Privileges) Act (Cap. 6), the State

Corporations Act (Cap. 446) and the Public Audit Act (Cap. 412), to summon witnesses.

examine them on oath and receive evidcnce.

1,2 CommitteeMembership

The Cornmittee comprises of the following Members: -

1 . I lon. Adan Wehliye Keynan, CBS, MP - Chairperson

2. Hon. Anthony Ichung'wah Kimani, MP - Vice Chairperson

3. Ilon. Francis Mwanzia Nyenze, ECI'i, MP

4. FIon. Dr. Oburu Oginga, MGII, MP
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Hon. (CPA) Thomas Ludindi Mwadeghu, CBS, MP

I{on. Adan Mohammed Nooru, MP

Hon. Franklin Mithika Linturi, MP

Hon. Wafula Wamunyinyi, MP

Hon. Elias Bare Shitl, MP

Hon. Samnry Silas Komen Mwaita, MP

Hon. John Olago Aluoch, MP

I{on. (Dr.) Paul Nyongesa Otuoma, EGH, MP

Hon. (Eng). John Kiragu, MP

Hon. Dorcas Kedogo, MP

Hon. Abdullswamad Sheriff Nassir, MP

Hon. Beatrice Nkatha Nyaga, HSC, MP

I{on. Bernard Munywoki Kitungi, MP

Hon. (Dr.) Chrisanthus Wamalwa Wakliungu, CllS, MP

Hon. Cornelly Serem, MP

Hon. Eng. Stephen Ngare, MP

Hon. Irungu Kang'ata, MP

Ilon. Johana Kipyegon Ngeno, MP

Hon. John Muchiri Nyaga, HSC, MP

I{on. John Ogutu Ornondi, MP

llon. Korei Ole Lemein, MP

Hon. Mary Sally Keraa, MP

Hon. Onesmus Muthomi Njuki, MP

1.3 Objectives of the Inspection Visit
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l)ursuant ro Standing Order 206 7(c), the Committee in its 26'l' sitting held on 5rl' April, 201 6
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resolved to undertake an inspection visit of the Kenya Pipeline company Line I pipeline

Replacement Project from Nairobi to Mombasa with the objective of ascertaining the

project's implementation status; particularly the extent to which the Committee's

recommendations as contained its special Report on lhe procurement process of the Kenya

Pipeline Company Ltd Line I Capacity Enhancement project (Mombasa - Nairobi) tabled

in the House in February, 2015, were taken into account, for successful implementation and

timely completion of the Project.

The Committee has been consistent in advocating for efficiency, cost effectiveness and

timely completion of the Project.

1,4 Delegation

The fact-finding visit was undertaken on 2d and 3d February, 20lT by the following

Committee members: -

I . Hon. Adan Wehliye Keynan, CBS, MP - Chairperson

2. Hon. Anthony lchung'wah Kimani, MP - Vice Chairperson

3. Hon. Dr. Oburu Oginga, MCH, Mp

4. Hon. (CPA) Thomas Ludindi Mwadeghu, CBS, Mp

5. Hon. Wafula Wamunyinyi, MP

6. Hon. John Olago Aluoch, Mp

7. Hon. (Dr.) Paul Nyongesa Otuoma, EGH, Mp

8. Hon. Dorcas Kedogo, MP

9. Hon. Beatrice Nkatha Nyaga, HSC, MP

10. Hon. Bernard Munywoki Kitungi, MP

I l. Hon. (Dr.) Chrisanthus Wamalwa Wakhungu, CBS, Mp

12. Hon. John Ogutu Omondi, MP

13. Hon. Korei Ole Lemein, MP

14. Hon. Mary Sally Keraa, MP

15. Ilon. Onesmus Muthomi Njuki, MP
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1.5 Stations Visitcd

l-he visit commenced on 2''d l'ebruary 201 7 at the Kenya Pipcline Cornpany headquarters in

Nairobi where the project tcrminates at Pump Station l0 (KM 448).

The Cornnrittee was given a presentation on the status of Projcct, by the KPC Senior

Managemcnt team led by the Managing Director, Mr. Joc Sang, Eng. James Mwangi

reprcsenting the Consortiurn ol Consultants narnely Shengli Engineering & Consulting

Conrpany t,irnited (SLECC)/Kurrent JV Technologics and rcprescntatives of the Project's

Main Contractor Zakhern International Construction l-irnited (ZIC).

Thereafter, tlie Comurittec tourcd and irrspectcd sclccted sites with key installations and

facilities along the pipcline I(ight-of-Way including Section KM 441 - 442 within Jorno

Kenyatta lnternational Airport, I'urnp Station (PS) 5 in Mtito Andci, Pump Station (l'S) 3 in

Maungu and Pump Station (PS) I in Changanrwc and Kipevu Pump Station (PS) l.

A dctailed description olthe sitcs visited and comrnittce obscrvations are captured in section

4.0 of this Report.

1.6 COMMITTEE GENERAL OBSERVATIONS

The Committec made lhc following observations following the two-day tour of thc

Pipcline -

(i) 'Ihe project was not complctcd as per the original contract duration, the Project was

expectcd to be completed by 30rl' Scptcrlbcr, 2016, however, the completion datc rvas

exrcnded to 9'l' February, 20lr7 and a furthcr extcnsion to 28'r' April, 2017.

(ii) 'fhc project irn plenrcntation status as at February 2017 rvas 75.llYowith the follorving
payn.rcnts having been rnadc:

(a) Consullancy: USS 5,857 ,279.02 inc lusive ol' VAT 767o of contract sum
(b) Construction: US$ 335,623,802.46 (inclusivc of VA'1") 699lo of contract

sum
(c) A furthcr pa)n1cnt of trs$ 13,191,202.45 reprcscnting work clone between 2l'r

Octobcr and 20'l' Novcnrbcr. 2016. rvas bcing proccsscd.

(iii) 'fhc Kcnya I)ipelinc l,inc I Capacity Enhancernent Proiccl is a Vision 2030 project.

[Jpon complction, thc projcct u'ill cnhance the supply ol'petroleum products to various

parts ofthc country. Uganda, Rwanda, []urundi and parts oflhc Dcmocratic Rcpublic

ofCongo.

(iv) Upon cornplction ofthc pro.iccl, thc pro.iccted cientand ol petrolcum products in Kcnya

and in thc l]astcrn Alrica region up to ycar 2044 u'ill bc met. -l'his rvill reducc
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shortagcs ol'lucl lbr thc tlontcstic and cxport ntarkct occasioned b1, lcakages arld pinu
bursts o1'the old pipclinc zrnd reclucc loacl darrnagc arrd cnvirorrnrcntal pollution causcd

by road tankcrs.

(V) -t'hcLc is an apg-larcnt conllicl ol'intctcst bctwcclt the Coutractot. ZIC l-tcl. and fhc
I)rojcct Consultiut. Shcngli linginccring & (tonsulting Company Limitcd. SLIjCC is
owrrcd by SINOI'IiC, one of the thilcd bitlclcrs ol'thc contract but ended up being
awardecl thc consultancy conlract lilr the pro.jcct. 'l'hc allegcd intcntional dclay, in
subnritting clrawings issued lbr constnlction on Octobcr 2014 to thc col.ltlactor by
thrcc and hall'(:l %) months alicr thc cxpectcd datc 01' contlt.tcncerlcnt of thc pr.o.ject

among othcl claims o1'sabotagc by the (lontractol ntav therclbrc be tlue,

(vi) I'he progress ol'r.vorks has been aclvclscly al'l'cctcd by poor working rclationship
anrong the thrcc parties: the lJnrploycr (KIrCl), (lonlr.actor (ZIC) ancl Ctonsultant (.lV o['
SLDCC/Kurrcnt 'fechnologics). Iiol exantple. thc Contractor avcrs among otltcrs, that
SLI.,CC has trevct hacl sulficient supcrvisory stalTto inspect and ccrtil) the uorks. On
the other hand, thc Consultant claimed tl.rat thc linginccr's coustruction supervision
personncl wclc dcplovcd along the pipclinc's I{OW based on tltc contractor's
construction prograltl and work f-r'onts. Kl)C has blamcd the Contractor. fbl an.rong

othc|s. low uplakc of ILrnds by thc Contractor due to numeroLrs disclepancics irr

docttltentation Ibr both paymcnts througlr l,ettcr ol'Cledit and outsiric LC ancl the
delayed cleliverl, of' alrcacly rranufactured c(luipnlcnt:

(vii) Thc inclepettdence o1'thc Consultan( as appertains to thc Proiecl is in qucstion, ou,ing
to the unusual arr'zulgemcnt ol' the l)rojcct l.inginecr bcing thc Cihicl' Managcr.
(Tcchnical), KI)C, contlarv to best practice rvhcrcby thc Pro.iecl Enginccr is ttte
contractcd [)ro.jcct (ionsLrltant with Iull authority ovcr the Project.

1,7 COMMI'I'TIIE GI.]NI'IIAI, I{ECOMMIiNI)A'I-IoNS

l'hc (lommittce mal<cs the following gcncral rccom m cn dations:

(i) Kcnya I'ipclinc Compnny fast-tr:rcl<s the implcnrcntation of Line I Capacity
Enhancemcnt l)ro.icct tnd at thc samc timc ensure that thc Projcct is constructctl
as pcr thc lettcr antl spirit of tho Contract antl according to the requirod
cnginecring standards, dcsign antl spccilications,

(ii) The Company,should ensurc that thcrc is no firrthcr dclay antl cxtcnsion ol'timc
for complction of thc l)rojcct.

(iii) The contractor strictly follorvs the spccifications/p roced u res to meet wclding
process requircmcnts for thc pipclinc works and othcr installation worl<s to
cnsure tlro dclivery of quality product to the employer and by cxtcnsion, thc
Kcnyan tax paycrs.

(iv) 'l-hc thrcc partics in thc contract must address antl rcsolvc the challengcs facing
thc proiect attributcd to cach of them. As such, the (lontractor shotrkl suppll,
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(")

(vi)

(vii)

cquipnrent and sullicicnt $,orkforce w'hilc thc Consultant shoultl expcditc rcvierv

and approYal 0f (lon(ractor's design, ntatcrittls and ccrtifi' tlocunrcntations lbr

l)a],mcnts rvithout rlclrrl'. KP(l is cxpcctcd to mal(c pavnlcnts I'or ccrtificcl rl'orks

to thc contrlctor and thc consultants lvithout unduc dela1.

'l'hc Plojcct (lontractor and (-'onsultarlt should conrpll' lrith the contract

rcr;uircmcnts, worl< in harnronl,, (lctnonstratc good rvill antl intention ttt ctrsurc

succcsslul and tintell' contJrletion and tlclivcry of the pro.icct as pcr lhc neu'

complction schcrlulc of 28'l'April 2017 agrccd upon by thc ptlrties.

Keuya I'ipelinc Companl' shoultl in futurc colrcluct due <liligcncc bclbrc the

arlard of colrtracts to avcrt possiblc conllict of intercst and poor n'orlting

relationship sinrilar to thc onc lhcing sLIicc ,and zlC in thc inr Jrlcnr ctr tltiott ol'

Linc I Capacitv Dnhanccmcnt l)rojcct.

Kcnya l'ipclinc Contpanl shoultl lbcus on developing thc l<o' infrastructure

rcquircd to store irntl rnovc thc Jrctrolcunr pr0tlrrcts to nrrrkcts $,ithin antl

outsidc thc country since Kcnya is sct to.l0in lhe lcague ol oil pr.oducing nrttions

ryith ongoing explorittions antl thc tliscovery 0l'oil in seYcral parts ol' thc countrl.

Kcnl a's prolilc as rtn oil produccl' is likell to risc, thcrcforc, thc (lonlp:rn)' shoultl

consitlcr full-scIlc pipclinc tlevcloplnent to conncct arcas lYith comnrcrciallv

viablc oil rcscrt'cs.

Acknou'lcdgcnr en t

'l'6c ('orlnrittcc wishcs to rccortl its applcciation to tlic OIIicc ol' thc Spcakcl artcl thc ('lerli

ol't5c National .Asscntbly lirl lircilitation irr l'ullilmcnt ol'its nranclatc. 
.l 

ltc ['onttttittcc is also

gratclirl to llrc Kcn1,a I)ipclinc ( onrpany. thc l)roiccl (-'ontraclor' T.akhcttt ltrtctttittionll

(l91struc1io1 Ltd. and Srali' of (lonsultants ('onsortiutl lirr Slrcngli l'.ngincclirrg &

Colsultilg (ionrparry,Limitccl arrcl ('Lrlrcnt.lV'lcchnologics u'lto atltlucccl cridctrcc bclirre it

11d guirlcri the (lonrntittee dulirrg thr'visit.'l he Corunrittcc *rrLrld also likc to altprcciatc thc

Nalional I)olicc Scrvicc lor provirling adc(luatc sccr-rlit1 to thc C'onrntittcc thtousltoLtt tlte

visit.

Iur.thcr'. thc Conrntitlce is gratclirl to thc stall ol thc National i\ssctttbll. Olllcc ol thc

,\ utlitor'-GcDeIal. tllc Inspcctor te ol'stiltc ('0r'potltlions atttl tltc Nittiollitl ltcasurt lirl thc

seryiccs lltcl' r'cndclcd to lltc Cotltnlittcc. It is theil corrtrt'ritrttcnl arrtl clctlicatiott 1o (ltlt) thirt

maclc thc rrork ol'tltc C'orntrtittcc atrtl ptotlucliott o1'lhis I{cllort llossiblc

On [chirll' 61' thc Mctrrbcls ol thc I)ublic Jrrvcstrttents ('onttttittcc. I bcg 1o talllc thc

('91t11i1cc's I{c1tor'1 orr liact-l;incling 'l our inspcctiott visit ol'thc Kcrtl'a l)ipclirrc ('tttttltattt

6



Lrne I [)rpcline I{cplacemcnt Project

Sign:

IION. ADAN W. KIIYNAN, CI}S, MP

CI]AIIIPERSON, PUBLIC INVES'| MENTS COMMITTEE
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2.0 PROJECTI]ACKGROUND

2,1 CompanYlnformation

The Kenya Pipetine Company (KPC) t.imited is a State Colporatiou established on 6rr'

September', 1973 under the Conrpanies Act (Cap 486) of thc Laws of Kcnya. l'he

company's operations are also governed by rclevant legislations and regulations such as the

Public Procurement and Disposal Regulations, 2006'

l'he nain objective of setting up the company was to provide efficient, reliable, saf'e and

cost elfective means of tlansporting petloleunr products lrom Mombasa to the hinterlaltd. Irr

pursuit ol this objectivc, the conlpany constructed pipeline nctwork, storage and loading

t'acilities Ibr transpo(ation, storage and distribution of petroleum ptoducts.

KPC started irs operations in 1978 afief installing a l4-inch diameter underground pipelrne

fi'om Mombasa to Nairobi. Thc pipeline is approximately 450 km long.

1'he Company is currently constructing a new pipeline fl'om Mombasa to Nairobi to replace

the existing Line-1. 'l'he project is sttategic not only lor the long-term finarrcial stability of

tlle company but also fbt ensuring reliable and adequate supply ol'petroleum products to

western Kenya and the land-locked couutries inclucling Rwanda, Butundi ar.rd Denrocratic

Republic ol' Congo amoug others.

2.2 Description of the Linc I Rcplaccment Project

'fhe pu.pose olthe pipeline is to transport relined petroleum pl'oducts lr'onr Mombasa to tl.re

hinterlands 1bl local use and furthet transt'er to neighboring countries of Uganda,

[)emocratic Rcpublic of Congo, Rwar.rda, Burundi, Northern Tanzania and Southern Sudan

by load. 'l-he pipeline operates with eight pun'Ip stations Iocated along the pipcline and each

pump station has two punlps lated at 440M1/h. lt is opeiated by runtrir.rg cither one or two

pump sets per station, depending on the dcmand lbl the product.

'llie Mombasa to Nairobi Pipelinc was desigued with a flow rate ol'880M1/h, which had

bcen projected to rnect the product derrrand up to 2018 and beyond.

While the original pipeline had reached its ultirnatc capacity, the demand continued to

8



incrcase, cspecially firl cxport products. 1'he export trucks welc allowed to transport

products, thus exposing the load network to tlrc very risk and damage that the initial

intention ofinstallation ol'the petrolcunt pipcline network was nlcant to addrcss.

Bctween 2005 and carly 2009 Line I capacity was enhanced by building four new stations

bctween Monrbasa and Nairobi in order to irnprove on the initial installcd capacity ol
440Mr/h to thc r-rltinratc capacity of 880 Mr/h. Irour stations ol I)S2- Taru, PS4-Manyani,

I)S(r-Makindu and PS8-Konza wcre comrr.rissioncd on 26'l' Novcnrber. 2008 to rnect the

dcmand that is projected by Vision 2030.

Kcnya and thc region at large has bccn expcricncing a sustained economic gt.owth and as a

rcsult. dentancl fbr pctrolcutn ltroducts lbl the last tlrree decadcs increased, thercby

ncccssitatirrg intproverncnt o1-thc initial capacities provided by the first pipeline networ.ks.

2.3 Project Scopc

'l'he scope ol'the projcct is to supply, delivcr, construct and cornntission a suitcd pipeline

size 20-inch diarnetcr pipcline includinS laying of Iribre Optic Cable (F-OC) within thc

KPC's ROW (Right ol-Way) liom Mombasa to Nair.obi, optimize the use ol'existing

stations includilig the associated works and augment thc systent to allow for nerv lacilities in

thc existing stations, including lirur pump stations (PS l, PS3, PS5, IrST), fbur terminals

(PS9, PSI0. PSl2 and I)S14, and krur' luturc pump stations (PS2, PS4, I,56, PS8). In

addition, thc proicct includcs the upgladc of cxisting Iirefighting systcrns in cxisting stations

ancl dcsign ol'new firefighting systerns [br thc ncw stations. 'l-he multi-prodr-lct pipclinc is to

bc laid alongsidc the cxisting 450knr line lronr Mombasa to Nairobi.

2.4 Thc Consultancy Contract - KP(l Vs SLIlCC/Kurrcnt Tcchnologies

In Octobct 20l l, KPC anrrounccd a call lbr tcnders lor a consultant. to calry out detailecl

cngincering design, preparc tendcl doctrnrcnts, and supcrvise inrplementation ol' thc

pipclinc leplaoenrcnl projcct fiom Montbasa to Nait.obi.

I.ltc consultancy contlact lirr the works was awarcled to a consortiunt comprising o1'shcngli

Ilnginccring & (ionsulting (,'ompany Limitcd (sL.llcc) and Kurrcnt.lv 1'cchnologies on 7rr'

,lunc 2012 at a cost ol Kshs. 351. .595, 280.08 (LJS$ 7,706,94(r.08).

9



Curiously, SLECC is a Chinese Enginecring Company owncd by SINOPEC' one of the

bidders of the project who challenged thc contract award to Zakhem International

Construction Ltd.

'l'he scope ol consultancy services comprised of the ibllowing: -

. Design for the replacenrent ofthe pipeline;

. Assess the existing firefighting system along t.,ine l, PS 12, PS 9 and Nailobi

tel'nlinal;
o Design a Fibre Optic Cablc (FOC) to connect all existing terminal equiprnent in all

stations;

o Environmental Impact Assessrnent (ElA);

. Tenderdocumentation;

. 'fender evaluation;

. Construction Supervision; artd

. Provide training for KI'C staff.

l-he Consultar.rt designed a replacement pipeline, optimizing the use of the existing pipeline

lacilities to meet the growing demand. The Consultant also carried out a technical and

financial evaluation lo determine the optirnal pipe sizc, considering the demand tbr

petroleul.n products in the region. 'fhe pipeline shall be tied into fbur new purnping stations

and subsequently decommission the existing pipeline.

Orl 9tr'Septen.rber,2014,lhe Kcnya Pipeline Cornpany wrote to the Consultant to

communicate delegation ofauthority to the Engineer's representative. 'l'he details ofdelated

authority are captured in the letter appended (o this Repor:t as Annex. l.

2.5 The Construction Contract - KPC Vs ZIC

'l'he contract is governed by the 1987 FIDIC Conditions of Contract lor Civil Engineering

Constluction Part I (reprinted in 1992) supplemented with Spccial Conditions Part ll.

ljtDlC Conditions ol Contract lbr Works of Civil Engincering Consttuction provides Ibr the

eurployel to carry out enginccring design and issue drawings to the contractor lbr

procutement and constluctiotl at start ofthe contract.

l'he contlact tbr procurement, construction, testing and cotntr issionitig of the 20-inch

pipeline lbr approximately 450 km (Contract No. SLJ/Q'I /032N/ l3) was signed betweerr

Kenya Pipeline Conrpany Lirnitcd as the cnrployer and Zakhenr lntcrnational Lintited as the
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contractor with corxnrenccr.ncnt date ol'l'r .luly, 2014 ancl completion period of l8 rnonths

lionr the cornrrcncemcnt datc. l'he contract amount. was IJSS 484.502.886.40

(approxinrately KliS 43 billion).

KP(l I{ es po n s i b ili tics

I. -lb plovidc ZIC coutplcte Design and Engineering document lbr thc cntire l)ro.jcct on

Contract signature date i.c. lst .luly 2014. 
-l'hc 

I)roject Design and Engirreering is the

responsibility ol' SLITCC undcr thc provisions ol'a separatc Contract berween SLECC
& KPC.

To issue a LC in favour o1'ZIC lirr tlrc ru'nount of approx. LIS$ 168 ntillion by iatcst

Septenrbcr'2014, to lacilitate thc matcrial plocurcment by ZIC in a timely utanner
based on the completcd Design and F)nginccring criteria and the Contract progranl of
wolks.

ZIC Res po ns i b ili tics

l. 'fo Inobilize aclequate plant and nraclrinery lilr the purposes ol'completing and

commissioning the pro.ject within a pcriocl ol' 1[i montl.rs li.onr date ol' Contract
S ignal ulc.

2. 'l'o procurc all matclials lcquired fbl the proicct construction and comu.l issioning,
inclusive ol the pipelinc matcrial. puntp station plarrts. cquipmcnt and all
clectrotnechanical ecluipmcnt, in stlict compliance witli IFC (lssued lbr (lonstluction)
Design and Engineeling clocumcnt.

'fo colrstruct the pipelinc and pr"rmp stations and cornmission, in compliance with thc
Design and Dngincering lequircment providcd hy SLECC for and on behallol KPC
pursuant to a scpzrratc Contract betwecn KPC & St,l.lCC. ljpon contract signing ancl

taking into accoullt contr.rctual plovision lirr noticc of comrnencement of lburteen ( I 4

days), 7)C was given the notice to contmcnce on I I 'l' August 20 I 4, lor a construction
period of I 8 months with expected coml)lction datc of 9tr' February 201 6.

2,6 Proj ect Performance

2.(t.1 ZIC Submission

Contlaly to Contract rcquirerrreuts hctwcen KPC.Il,lc, KPC did not delivcr to ZI(' the

Pro.iect I)csign and [Jnginccting lequircments on lst .luly 2014. Instead. KIrC through

Sl.l:Cl(i issued thc rC docurnents on Octobcr 14.2014, incurring 3% months delay.

lJpon rccciving the tlocLrments, ZIC noted that they wcre incorLect and non-complialit with
the ISOQ (lJill ol'QLrantities) that regula(c thc Contract bctwecu KPC & 7.1C. Thc gross

sholtcornings and anomalics in thc documents wcrq repolted to KPC and acldressecl in

.,
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several tripartite nlcetings bctwccu Kl'C, ZIC and SLI-.()C. l)cspitc ZIC's rcpcatcd lcqtlcsls.

KPC/SI-FlCCl persistcd in dclaying thc subr.nission o['colrect clcsign aucl specillcations. As a

result, delays in prt:iect pellbtmance leaturecl at thc vcr) carl1'clays o1'Cotl(lact sigllaturc.

On sever.al occasions, /.ltl rcnrindcd KPC vcrbally and in utiting about the ptogtcss clclal's

attlibuted to latc design sublnission bl' S LECC.

ns a consequencc o1'the tlelay in thc subnrission ol'll;C docLlnrcnts by SLIiC'C, ZlC u'as

ulablc to ltcithcr start work ef)'ectively nor arrangc Ibr matclial plocr.llelttent tctluircltrcttts.

Furthcr, KI)C conttactual undcrtaking included thc provisioti ol'cstablishing a l.cttcr ol'

Credit (LC) irr f)rvour ol'ZIC to lacilitate thc l)ro.iect plant and cquipmcnt plocurcuten( in

tirnely mannct. KPC did not l.)locess the l-C in Septcmber'2014.

Instead, KPC proposed to split the [.C arnountiug to USD 168 nlillion into tu'o I-Cs OIrc

was contlrltcd in Malch 20l5 amounting to US$ I05 rr. illiott *ltcrcas thc sccond l.(l
antouuting US$ 63 million was confirlied in Septctnbcr 2015. 'l-lrc urttitttell' sttbtttissiott ol'

Il;C try SLIiCC and thc ycry' latc issuance ol'L(' b1'' KI)(l causecl clclavs to thc Plojcct

c()nst Llct i('lt at't(l pr()e urclllcl'lt Icqttitcttlcttts.

l)cspite thc above, ZICI hastencd to arrange scll:tirtance firr thc pipe suppll'ol'applox. IJSI)

78 ntillion in or(ler to cxpeclitc the pipe delivcly to site. ln 1zrct, thlough ZlC scll'-1rnancc. the

lst pipc shipn.rent landed in Monibasa itt January 2015. long bclbre KI)C cstablishecl thc

abovc rlcntionsd LC. IJ1'so cloing. ZIC dcuronstlated good will and intcntiott. bcsiclc thc

plol'essional intcglitl' to etlsut c tinrely contpletion ol' thc plojcct.

Rcgrsttably ancl despitc ZIC cxpcditious arrangcnlcllts ancl rcrrindcrs to KI'CI antl SLli('('.
work could not procccd as planned in thc Contlact. SLE(lCl continucd to liustra(c thc

progless by dclafing the collect IFC docunrents. SLIICC has always lrccrt clcteltnirtcd tcr

litrstlatc. trndelrninc and delay /-[C pct lorlllaucc. (SLECC is a Chinesc Dnginecring

cotnpafi.t, owncd h.1' SINOPIiC, one of the Cottlractors who challcngcd the Controcl

Aworrl to ZIC, Obviousll', SLECC ela.f in subntillittg the long ovenlue II;C is intantionul

tu comprotnise ZIC lintell, petformtncc,)

Irinally. in latc Nialch 2015. i.c.9 months alicr Contract signatutc. ZIC rvetc ablc to

conlllence the construction ,uvorks on pipclinc and pump stations. Al that linrc. and alier'

scvcral mectings antl completirtts by ZIC, KI)Cl rcsolved thc issue ol' N(lA (National
(lonstructiorl Authority) wlto tltcti gtantcd pcrmission to ZIC to statt work. ;\t tltc sante

tinre. SLUCC and KPC aglccrl on thc pump stations alignnrent ancl pipelinc loLrtc. Onll'thcn
/-lC u,cre able to conrnrcnce work on tlrc pipcline antl statiuns. 'l'hcrcalicl atrtl to date

scvclal dcsign lcvisions havc bcerr introduced o11 ilccor.lut ol'SLI:(l(l pool and inltlior
clcs ign.

'l hc abovc docunrcntccl dclays causetl solcll, by SLII('C intcntiona) disrLrptive rncasurcs ancl

KP(i dclal,s in cstablishing thc LC ancl lcsolving tlic N('A issuc. P|ontptctl ZIC to rcqLresl

Ibr cxtcnsion ol tinrc (LOI' l) $ith costs sincc thc causcs ol clelals alc attritrLttcd solcll'to

KP(l and thc l-)nginccring antl Dcsign Contpanl (Sl-ti('(l) sltortcont iltgs.
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rcprcscntarive with delegatcd a liority bi, the l')ngrncer. ln this pxr.icct. thc lingileer is thc

CIricf Manager ( l'echnical), Kenya Pipclinc Conrpany.

Committee Obscrvttions

Thc Colturittee observed the unusual arrangelrerlt ol'the Projcct lirtginccr bcing the Chiel'

Managcr'l echnical. Kcnya l)ipelinc Contpany. 
-l'his 

is contra|y to bcst plactice u4lcrcbl' the

[)rojcct l.)ngincer is the coutlactetl l)xrjcct Consultant with lirll authorit]. 'l'lte itrtlepcndcncc

ol'tlic Consultatlt as appertaills to the l)ro.lect is thus in qucstion.

2.'7 Extcnsion of 'f inrc and Clainrs

'fhc Contractor applicd twice lbr trvo cxteusions ol' tilne (l-O't' No. I & liO'l No.2) to

complete thc l)r'crjcct. lhc f-rrst llO'l was subnrilted ou l2'r'.lanuaty 2016 (Annex.2)'l hc

sccond llol'was subntittcd on 15,, .luly 2016 (Anncx. 3) and a lurther reniindcr on 3"1

Se ptember 2016. (Anncx. 4)

'llie I.)nginccr's lcpresentative rcvieu,cd tlrc two l:lO'l s in titnc atrd subntittccl thc ollicial

repolts to the lingitrecr clated Scpterrbcr 20 ) 6. (Annex. 5).

'l'he lJngincer's tepresentative's |cconrnrcrrclati()n on tlre contract()r's trvo ljo.l lcqtlest \\'tts

consideratc o1'thc firct that, all ol'the purchasc olclcrs nccded to havc bcen rclcascd to thc

veldor.s/mapui)rc(ulcrs b1,tlle contractor'. It is quite hard to tlack thc procul et.ltcut isstlcs

with the vepdols/manut'acturels rvlren thcrc was no schcdulc/ltt ogram liom the colttractor.

'l hc Epgipeer's reprcscrltativc le.jectod tl.rc cor.rtractor's claiurs lor plolongation untl plolit

4uc to rcasons arising l'r'onr projcct dclays as thcy firiled to dcurotrstratc thal tltc tlelays rvelc

attributable to other parlies olher than thcmselvcs. 'l he lack o1'a clctailerl approvcd l)rograr'r'r

with a critical path also nrade it dillicult to deulorlstlate the irnpact ol'any clelays to thc

conrplction date. l'hc ottus is ttn thc cotttractor nraking any claim to provc to thc Ilnginccr

that thc claint isjustifiablc. lhe corrtlact has clcar rcquircnrcnts on nrAllilgL'n]cnt ol'claims.

Only adclitional wolks other tlran itenrs in I)OQ ol'tlrc colltract werc consirlcrcd bascd on the

actual rvolk quantitics and appl ovcd rates

Ilxtension ot' time rvas grantcd to thc Contractor ttp to 28'l' April. 2017 pencling

dcterrnination ol'costs and danragcs. 'fhe l)rojcct (lonsultaltts cvaluatecl claints ol'Kshs. Il
prillion lbr cxtclsiun ol' time I (lio'l' l) apd cxtr-ttsi6p 6l' tinte 2 (IrO'1 2) zrnd tlradc a

prcscntation to thc llnginccr lol tlctcrrlination. 'l hcsc irrc undcr tcvic*' [ry the Kl)(' [)roiccts
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Team which is in tlie process ol preparing counter claims for delays att buted to the

Contractor and shall be plesented to KPC Management for consideration.

ZIC's Reasons for Extension of Time with costs

The main reasons for time extensions I & 2 with costs as follows: -

i. Very late submission of complete IFC package by SI-ECCI

ii. IFC multiple errors, revisious and discrepancies that caused the progress to be on
hold frequently and for a considerable time on pipeline and pump stations;

iii. Late approval by NCA for ZIC to enter the site;

iv. Unreasonably withheld approvals by SLECC for vendor requisitions and design
that caused indefinite delay existing to date for procurement; and

v. KPC delayed issuance ofLC for material and equipmenl procurement.

2.8 Payments made as at 2"d February, 2017

Payments made as at 31'r January, 2Ol7 are as follows:

For Consultancy: US$ 5,857,279.02 inclusive of VAT (equivalent to KES

267 ,212,413.44 - 76oh of contract sum

For Construction: LC l: US$ 121,018,858.99

LC 2: US$ 49,498,766.61

Outside LC: US$ 1 65,1 061 76.86

Total Payments: US$ 335,623,802.46 (inclusive of VAT) (equivalent

to KES 263 Million exclusive of VAl'- 697o of contract sum

l>ayments in prograss; payment of US$ 13.191,202.45 representing

u,ork done betu)een 2l't October and 20'h November, 20t7.

2,9 Challenges affecting the Project

2,9,1 Employer's Challengcs

KPC presented the following challenges: -

l. Low Llptake of f'unds by the Contractor due to numerous discrepancies in
documentation for both payments tlrror-rgh LC and outside LC;

2, Delayed delively ol'already manufactured equiprnent;

3. Apparent reduced equipnrent and workforce in all lhe sites; and

l5
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4. Apparent go-slow by the HDD pctsontlcl at Nairobi Road crossing

2.9,2 Consultant's Challcnges:

-fhe Consultant presented the Ibllowing challenges:

The Contractor's work program is impractical because he did not dedicate/deploy

cornmensurate nanpower and equipment to achieve the prograur. The lack of a

detailed program approved by the Engineer has also made it ditlicult to track thc

progress of the project and also to track the [esource allocatiorr by the contractori

Equipment and material delivery/deployntent were delayecl duc to, anlong othcr

reasons, thc mismanagement ol vendor activities such as delayed submissiotr of
vendors' linal design documents etc.

PS l4 'fanks tie-in - The Contractor stafled the tie-in works to thc tanks at PS l4 very

late due to delayed delivcry ol' tank tie-in materials i.e. DBB-Valves and

reinfbrcemenl plates, the exetcise is partially done and is up to date hampercd by

missing tie-littings.

In all the stations works to date, i.e. Mechanical, Elcctrical, I&C and Fire l"ighting

installation works are yet to compreltensively coururence due to dclayed delivery ol'

key equipnrent/rnatel ial.

Delayed Auger Boling, Horizor.rtal l)irectional Drilling and other crossing Works: ttr

date the subcontractot lbr HDD has downed tools due to lack ol'flnancial t'acilitation

by the contractor.

Delays in issuance ol vendor intirrmation lbr tlnalization o1' IFC drawings. 'l'his

allected and resulted in the delayed completion of the l:ngincer's representative's IF(]

design drawings. This has been a vcry thorny issue. Thc contract and specilications

lequired the contractor to submit detailed vendor/equipnrcnt inlbrmation. 'l hc

contractor signed the contlact which clcarly spelt this. The contractor lras continucd to

have a ditl'crent and incorrect interprctation o[ the contract, thcreby signiticantly

delaying the project.

Delays in vendor design approvals attl ibulable to the venclot's designs uot coufbruring

to spccifications and data sheets, lictrce lengthy delibcration on clarillcations atid

sornetimes tlic colltractol' changed liom otie vendor to allother dcspite approvals.

Management of Sub-Contractors - Lapses in supetvisiou ancl tacilitation (niainly

prolongecl delay in payments) o1' subcoutractors especially in all the pump statiolls

including, PS l. PS 3, PS 5, PS 7, PSg. PS 10 and PS l4 sites. lfut'thetmore, thc works

at many ol' the said stations starled very late. An exanrple is the steel plates ol'

firefrghting tanks. 'l'he contractor has Iailed to supervise thc subcontractor to provitle

Mill certitlcatcs lbr steel platcs; tliis caused the matcrial to bc rejected try thc

Enginecr's replcsentative and the clicnt and ultiniately ncw plates accluilecl have to be

tested at KIIBS bclbre approval.

1
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9. I-,ow late olnrainline construction progress: 'fhe low rate 01'construction progr.ess on
nrainline pipc was ntainly as a rcsult ol- equipment brcakdown, insuflicicnt.joinr
coaters, insuflicient repair weldcrs, slow ND'f wor.ks and tie-ins crews. lack o1'

crlpowcrmeltt ol'coltstructiot'i tnanagct.s, poor planrring, and rcsourcc managcment as

well as inadequate wolking tinle nlanagement.

10. 'l hc Contractor at tiutcs changed thc projcct specilications without consent ancl

approval by thc Enginecr and his represcntative, causing length dcliber.ations to
resolve the issues c.g. specifications fbr mainline pumps.

I I . (lonstruction works were sbpped by thc numelous strikes of subcontractors' stafl'due
to thc contractor's lailLrre to enablc timely payrnent of their salaries and .rllowanccs.
This continucs to plaguc tltc progress ol'works to date.

12. No dctailed proculcnrent program was cvcl subnlitted by the contractor ancl thcrefole,
thcre has bcen no scheclule as to wlrcr.l the contractor wilt submit the vendor dcsign
inl'olnration, whcn the ccpripntcnt will be nranulactured, tested and shipped. 1'hc
contlactor only gave peliodic updatcs. many o1'which have not been kcpt.

13. [Jnacccptable dclays. such as lack of construction materials likc steol bars lbr
buildings ancl no llel lbl construction equipment. 'l-ools not being ready or available
when starting ol'the works in the morning has bcen experiences severally. 'l-his points
to inadcquate planning by thc colltractor.

14. Lacking/l)oor quality mar,agerrent try contractor caused many repair works rnaking
thc wolk elficiency vcry low, e.g..loint coating.

l he root cause ol'pro.ject delay is the contractor's lack of adequate capacity to cxccutc this

projcct, including inadecluate rnanagcnrent/su1-rpo11 structures. They can be lirrther

sunrmalizcd as fbllows:

(i) thc apparcnt lack of ell'ectivc dclegation ofauthority to key stafl':

(ii) thc Conttactor's project nranagcntcnt nccds to bc inrproved;

(iii) I-ack ola detailed apploved prograrn ofrvorks completc with a criticat path has lcd
to iuadcquatc tlacking o1'progress and resour.ccs;

(iv) 1'hc Contractor's workcls rcsourcing lack proper and adequatc planning;

(v) Delaycd and insulllcicn( vcndor inftrrnration dclayed cornpletion o1'IIrC design
drawings;

(vi) Thc (lontlactor does not havc enough nranpower and cquipmcnt fbr construction
works as rcquired lol a l)roject o1'this nragtritudc and scnsitivity:

(vii) -l hc contractor did not adequatcly supervisc and control their subcontractor.s to
nrect thc ltroject's lcquilcment irnd tirnclincs:

(viii)Thcrc sccl'ns to cxist cornrnunication gaps bctwecn ZIC managemeut ancl staf{'on
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sitc; alld

(ix) Subntissiou o1'uuntcrous lcttcrs by tlle cotltractol containing rnany allegations urost

o1'which were uusubstantiatcd and lackccl aderluatc supporting docttntcttts. has at

timcs becn a tituc-consuln irlg distraction.

'l'lie above urentioled issucs need to be adcl'esscd lry thc C]orltractor as a ntattcl ol'urgcncv.

givcn the irlportance of this Proicct. 1hc E,ngincer and Ijugincet's rcprcsontative colttinLle to

superviso the works despite thc challenges aticl havc temairred lbcusecl in enstrring qr,ralitl

alcl also etrsurir.rg paymcnt is made lor rvorks donc that nrccts the tctluiretncnts. 'l his is a

nleasLlrelrcut coptlztct and all works are bcing urcasulecl trclirre anl' paynlcllt ccrtilicatc is

approvecl. 'l'o datc tniy 75.711% ovelall proiect progrcss has becn achieveri. It is uo|th

6otipg t5at the last rcniaining 25% ol'project works is clitical and a lot ol'etlolt is rc<luirctl

due to oltstapding nraterials/ctluipment that have not lrecn dclivered tg sitc. prc-

comnrissionitrg and Itlany punch lists that must bc closed.

2,9.3 Contractor's Challcngcs

ZIC prcsentecl lhe lbllou'ing challcnges: -

l. Ncver ending design changes and rel'isions by SI-ECC that caused and colltinuc to

causc proBI'css d isluPtitlns.

2. Contraclor's inability to proceed urrtil thc cluality relatcd aclious wctc lLrllillcd try

SLECC. l'hese include: -

a) IFC spccilicatioll doctllltellts rveLe rcceivccl latc and incourplcte;

b) Appr.oval lbr vcndols was delayed by SLllt'('. al)ccting tlie rvhole plocurcntcnt

process by nrore thiu.r a year'. In l'act, approval is still lrcrng awaitccl lionr SLI:(](l
lol procttlcttlcltt trl ccttain itcttts:

c) Apploval lbl vendor clesign wcre exccssively clclaycd by SLFIC(I as cot'tlirnrctl irt

7.[C numerous tetttitrclcrs to KI)Cl

d) SLIiCC inatlccluate clelayed sitc inspection rvhich causcd delays to proqlcss:

c) Changes in civil clcsign drawings ancl nrultipic rcvisiorts to quantities irt cablc.

valves. aflictcd and contirruc to alli:ct thc plogless wcll in 20I 7. 'l'ltelelorc. as :t

colsc(lucuce ol scvclal and outdated rcvisiotts in thc IIr('dlau'ings. thc l)rogrcss

ol'wolks anri 1.rloculcnrcnt progranl sul'lcrcd uncl cotttiuLte to sul'lcr liont clclays.

which pronrpted /-l(,' to rctlucst fbr the sccontl litlc cxtcnsiotl (liO'l'2); arrtl

I) SI-l.,ClC supcrt,isory stall'lias rrcver bccu sLrl'llcicnt lo cater lbr tinrcly r.rtlks

approval as lccluiled untler thc Contract. 7-lC' srrllclcd artcl contiutte to sLrllcr'

llom lack ol'SLIiC(l cor'npetcrt{ su1;eN'isttls to ccniti and inspcct the $orks in
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tinre and lnanner. Much tinte has been lost waiting for SI-ECC supcrvisor to

rcport to sitc.

3. I'he lbllowing are the nrain challenges attributed to the Client which adversely
afl'ccted and contiltuc to all'ect the progrcss: -

a) I-ate rcleasc ol lFC doournents by SLE(IC;

b) t,ate approval fbr comntencing ol'coustruction works by NCA;

c) l,ate apploval ol'r,cndors supply of material and equipment arrd vendors dcsign
by SLIIC(I:

d) KPC/SLEC(l failure to provide opcrating and control philosophy lbr the
instlurrentation and control systcnt:

e) Inacculatc and incornplete II:C docurnents and drawings by SLECC;

I Wrong pipcline protile attriburcd to SLECC;

g) [nadcquatc supervision stafl- by St.F.CC;

l.r) Nunrcrous late clcsign changcs by SLEOC; and

i) KPC delay in conlirrralion o1' LC disrupted the prograrr fbr nratcrial
procurcl.nent.

.i) KPC delay in issuing variation or.dcrs relatecl to works completed more than a
ycar ago still awail the |elativc variation orders to includc in the progr.ess

certilicates. 'fo clatc those variation orders amount to approximatcly tJS$ 30
rnillion still withheid by KPC Ibr scveral nronths on account of SLF.CC
intentional delay in conlilrning thc works.

'l'o date, the progress is approxinrately 90o/o on colnpletion and as yet ZIC continues to
suffer' l'ronl vcry late dcsign tevisior.rs by SLli(lC. II'these design revisions per.sist, ZIC will
find it difficult to conlplcte thc works by end April 2017.

Despite thc challcngcs, Z[(] conrmitted to courplctc thc works currcntly appr.ox. at 90o%

completion by thc closc o1'April 2017, providcci that the constlaints highlighted in ZIC letter'
dated Irebltrary 23,2017 (Annex. 6) are satisficd, and / or bclbrc l-ebruary 28,2Ol7 as

promised by KI)C. I"urther. ZIC does not {blesee additional cxtensions o1'time as long as

KPC addresses thc issucs raiscd and resolves tlrc paynrent and cnginccring issucs belble the
cnd ol'lrebluary 20 I 7.

Committec Obscrvations

'l he ('ornrnittee olTservcd th:rt: -

(i) Requcsts by thc Contractur fbr cxtension ol' tinre (liO'l-) firr cornpletion of the
projcction was granted twicc, i.c.. up to 9rr' Fehruary, 2017 and 28rl'April, 2017.

l{)



(ii) KpC Pr.ojcct ljngineer is in thc process ol'preparing countcl'claitlts lirl tllc delays

attributed to thc contractor.

(iii) 1'he challengcs enumerated bi" the thlee parties: KI)C (llmployer), the Colltractor zrrl(l

tlte Collsultaltt ought to bc urgenlly addlcsscd, to erlsure that tltc uew cotnllletion

tinrelines are adherccl to without l'ulthcr rcquests Ibr extension ol'tinte. f-urther. thc

Contractor is obligatcd to stlictly lbllow thc specilications/plttccdurcs to nieet wcldilig

process requircments lbr the pipcline works and other installalion \\'orks to ensurc tltat

he delivcls a cluality product to tlic clicnt, and by cxtension thc Kcnyan taxpayqrs

3.0 PIIOJECTINSPI'CTION

The visit cor.nmcncccl olt 2"d February 201 7 at thc Kenya Pipcline ('onlpany licadqualtcls in

Nairobi, wherc the project ternrinates at Punrp Station l0 (KM 448)

3.1 Pre-lnsPectionl]ricfing

'l'hc Conrmittcc was given a plcsentation on thc stattts ol l)ro.iect. b1 thc K[)(l Senior

Managcnrent tcanr led b1, the Managing l)irector', Mr'. .loc Sang, ling..latucs Mwaltgi

rcpresentipg t5c Consortium ol'Consultants r.ranrcly Shcngli Iinginccling & Consulting

Conrpapy Lintired (S l,EC(i)/Kurrent JV 'l cchr.rologies iurd t.cprescntatives ol tlrc l)r'ojcct's

Main Contractol Zakhem lnternational Construction t-inlitcil (ZIC).

'l hercalicr'. thc Contntittcc was btief'ed as firllows: -

l'hc copslluctiou ol'the 20-illcll pipeline and a 9(r cotc Fibrc Optic C'able (l"t)C) alotrg tlte

I{ight ol'Way (ltOW) ol'Kl']C liour Mturbasa to Nairobi iuvolvcs thc firllowing:

(i) Site preparation antl civil works. inclurling builclings, punrp sheltets, ctluipnrcrtt

sul ltort in thc lturrlt stations and reinstatcrlrent rvorl<s ott sclviccs which ntight ltc

al1'ected bi thc plo.icct such as tencing. gatcs. toacls, paths. drainagc, water supply etc,

(ii) Construction of lbur neu' 1;ttntp stations at l)S I (Changanl'"vc). I)S-i (MaLrngu), l)S5

(Mtito Andei) ancl l)S7 (Sultan I lamud) antl two boostcr pllrllps at l']S l4 (Kipevtr).

ljach purnp stalion u ill tllrvc turr purt)l)s, onc punrp irt ol)c[rti()tl iltl(l dl'lc ()ll sttttldhr .

(iii) tJpgradc ol'Iircliglrting lacilities at PSl2 (Moi Inte[national Airpo|t). PS9 (.lonttr

Kcnyatta lnternational Airpolt), PSl0 (Nairobi 'l ernrinal) and I'Sl4 (Kipcvu oil
Storage Facilitl').

(iv) Cotrstruction ol'lirc-lighting systcnls I'or thc new putttlt statiott at I'Sl. l)S3, I)S5 antl

PS7.

(v) Ercction ol outtktor high roltagc pou'er substatiort srvitchyartls logetller rvith 1:rltlvision

ol'on-sitc clectlical distlihution systerns at nrccliunr antl Iow voltagc. cabling, staltciLrv
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diesel engine gencrators, Iighting and small power.

(vi) InstalJation of autornatic control syslem and field instrumentation systems lbr pipeline
autonratic operat ion.

(vii) KPC sigr.red a Sh35 billion loan agreement with a consortium of six local and

international banks to linance 70Vo ofthe pipeline project whioh includes CfC Stanbic
Bank, Citibank N.A (Kenya), Comnrercial Bank of Afi'ica, Co-opcrative Bank, Rand

Merchant Ilank and Standard Chartered Bank.

3.1.1 Overall Project status as 2"d February,20l7

'l'he Comnrittee was infbrrncd as lollows:

(i) On the rnainline construction ntost of pipe welding, trenching, NDT and lowering
is complcte;

(ii) 'l'he reuraining coustruction works are mainly pipeline tie-ins, road and railway
crossings, valve chanrbers and fiber optic cable (FOC), pcrmanent cathodic
protection (Cl)) and hydrostatic test.

(iii) I'>ump station works. covering civil works consh.uction and firefighting tanks
installation are in progress.

(iv) the progress lbr lowering thc pipc is 95.17% completc. back filling is 93.3301,

complcte and the Valvc Chan-rbers 36.360/o complete. fhe outstanding wor.ks

include somc HDD (Horizontal Directional Drilling), some Auger boring. and
I{ydrostatic -l esting lbr the pipeline.

(v) The civil works is about 857o cornplctc lor all the putnp sralions.

(vi) Thc control roonr buildings ar PS1, PS3 and PS5 are approximately 75%o completc
antl 600/o contltlete at PS7. The Contractor projccted to col.nplete pS l, pS3 and pS5

buildings by cnd ofFebrtrary 2017 and PS7 at the end of March 2017.

(vii) At PS1, PS3, PS5 and l)S7, the equipnrenr fbundations are ready to receive
ecluiprnent/plocess pipes. Mechanical works are yel to cornlnence due to delay in
delively of littings li)r station pipes.

'l'he ovelall project progress is listcd in the tablc below as lollows:

Department

Preliminaly & Gencral

Proculernent 44.1% 37.97%

Weighting

9.56% 8.53%

0.14%

0.09%

Total ActLral

Progress

Actual Plogress as

at February 2017

ConstIuction 4s.66%

2t

t.2f% 2q.21%



1.46%TOI'AL t00% 15.71%

3.1.2 Mainline Construction Progress as at 25'l'January, 201?

Remarks

No outstand ing issucs

10. 444.00

'l'his activitl,is no longcr a bottietreck

Ll plogress at KM335/336

'li'enching works outstand iRg betweeI

KM434 and KM4l9 and within

Mitclrell Cotts antl lteliarrce Irrduslrics

adjaccnt to JKIA

Ongoing between KM44l and 442,329

and 330 and benvccn KM 0.084 and 1.2

. Ongoing at Nairobi Rd Syokimau.

. FOC casing donc and pulled back

. Main pipeline pLrllback in plogress

o 3l no. conrpletetl rvith tie-in
o l6 uo. cornpletcd willrout tie-in
. l3 pending (2 rro. ongoing at KM44ll

2

Augel Bore

crossings (60 No.)

78.33v.

Progress

Percentage

completed

Quantity

Done (KM)

Activity

Description

Delivery of pipes 100yt

t00%

No issue

No issue

453.17

453.17ROW Clearance2

100%453.113 Pipc Sh'inging

99.5% o Manual welding betrveen I)S l4 and

PS in progless;
. Contractor has tie-in tearrs at KM

3321331, 421,40(t, 3 l3 and 348;
ir tearDs are at KM3 l5

No issue

oRe

450.q34 Weld ing

450.93 99.5YoNDT Welds5

449.25 99.l3Yo6 Joint Coating

98,61447.tlTrcnch

Excavation

7

445.00 gtt.l9
8 Pipc Lowerirrg

98.lg%o445.009 FOC Conduit

laying

Trench

backti lling

91 .97yo

(t7ol,ll HDD Crossings

(3 No.)

t2 47
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;.-.. -,1ll.

t4

Activity

Description

Ilyd rotesl

Progress Remarks

Quantity

Donc (KM)

Percentage

completcd

0 0% I)reparation works at KM 160 for section

betwcen I'S3(KM 109) and PS4

(KM r72,45)

FOC cable testing

Valve and pig

s ignaler chamber

0.008% Comrnenced on .lanuary, 20l 7 at

PS2 towards PS3

l5 32. t 4v,

4

9 . Construction of 9 out of28 valve

charnbcrs cornpleted
o Constluction in progress at KM

208.3t406t4291430.

The totaf pro.iect progress calculated by the Engineer's representative is 75.7\ok. However,

tlre overall proicct progress calculated by thc contractor is about 79.2Yo. 1'herc is a

difference between the l}igincer''s reprcsentative's and the contractor's reported proiect

progress. 'fhis is ntainly lrom the mainline trench excavation. The main reason is the

diffetencc between tl.re Errginecr''s reprcsentative and the contractor assessment o1'the bill of

quantity's item covering trcnch excavation.

l'he contractor has a diff'erent inlerpretation of the itenl and has claimcd additional lunds.

l'he Consultant's engineer has rejectcd this claim atld the item is now in dispute between the

coutractor and thc Engincel's replesentative/employer. J'he second lcason is the difl'crent

understanding lbr the weiglrt proportion of excavation but this cannot change thc fact that

thc plojcct progress is lal behirid the scheduled progtess.

The Conl.r.rittee inspected the 1'ollowing stations:

3.2 Tour of Pump Station l0 (KM 448)

Pump Station l0 is located insidc the KPC Ileadquartcrs.

Progress olworks as at 2"d l"cbrualy, 2017 was as lollows:

(i) Switch geal building- Main ring beam and roof slab casted. Plaster, windows,

dools, llnislres, floor', slab casting petiding - 65% conrplete;

(ii) Process area sleepcls -All sloepers done - 90% sleepers work complete;

(iii) I'latlblnrs excavation & blincling work ongoing - (1070 cornplete:
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(iv) Road subgrade compaction ongoing - 35% complete;

(v) Firefighting supports foundation works ongoing - 30% complete;

Committee Observations

The Committee observed that:

(i) l'here is an apparent reduced equipment and workfbrce at the site possibly owing to
the allegations of go-slow by tlre sub-contractors due to the delay in paymerrt by the
contractor, which puts the Project's completion period at stake.

(ii) Mr. Ibrahini Zakhem, Managing Director, Zakhem lnternational Construction Ltd,
once again failed to avail hirnsell befbre the Corrrrnittee lor the inspection tour, citing
health reasons. This is in contempt of the committee and contrary to Art. 125 of the
Constitution of Kenya.

3.3 Tour of Pipeline Lowering and Backfilling at JKIA (KM 442 to 441)

l'he Committee observed trenching work, pipe lowering and back filling ongoing between
KM 441 and KM 442 within Jonto Kenyatta internalional Airport.
Committee Observations

The comrnittee observed that the progl'ess of works is slow as the contractor lias only
nrobilized minimal staff and machineries on the site.

3,4 Tour of Pump Station 5 (PS 5) - Mtito Andei

Progress works on the site as at 2"d February, 2017 was as fbllows:

(i) ContLol building - Shuttering, Steel fixing and Casring ofcable trenches are 100%o

complele;

(ii) Dump and Sunrp Tarrk-Excavation and r.ock breaking ongoing - 90% complete;

(iii) Drainage and road works ongoing-7Oo% complete

(iv) Election of outdoor high volrage power. substation switchyar.ds rogether witl.r
provision olon-site electrical distribution systerns at nredium and low voltage,
cabling, sta,dby diesel engine generators, lighting and surall power is ongoing with
civil wolks conrplete; and

(v) Installation ol'autornatic conlrol systeln and lield instrumentation systeprs lilr
pipelinc autornatic opelation is ongoing.

Committee Observation

The Contntittee observed that the equipment lbundations are ready to receive equipnrent antl

process pipes. Mechanical works are yet to commence, due to delay in delivery ol'littings

for stations. llowever, pumps have been deliveled to the site and are ready tbr installation.
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3.5 Tour of Pump Station -3 (l'S 3) - Maungu

Progress ol'works on the sitc at 3"1 February,2017 was as lbllows:

(i) Clonstruction 01'the oontrol room outcr wall and installation of rool'purlins are

ongoing. Abor-rt 70% o1'casting ground lloor has bccn completed;

(ii) Installation ol'pullins lbr nrain punrp shelter and firc water pump shelterarc ongoing;

(iii) Culvcrt and outer cablc trench have bcen castecl and arc about 80% conrpletc:

(iv) Thc pump station construction is undcr progress and civil works are apprcximately
80'% complete;

(v) Erection ol'outdoor high voltage powcr substatiorr switchyards togethcr with plovision
ol'on-site electrical distribution systcnls at nlediunl and low voltage, cabling, standby

dicscl engir.re generators. lighting and small power is ongoing with civilworks
conrplctc; and

(vi) lnstallation oi'autonratic contlol system and field instrunrentation systems Ibr pipclinc
aulon]at ic opcration is orgoing.

.i.6 Tour of Pump Station l4 (PSl4) - Changamwc

l)etroleunr products lionr Kenya Oil Stotagc lracility (KOSI) or at the Kcnya Pctrolcurn

I{etlnelics Linritcd KPIil.) are introduccd into Mombasa .- Nairobi pipcline via l)unrp

Station No. l4 at Changarnwc. 'l-he products are then puntped through the systcnr.

Progrcss ol'works on the sitc as at 3'd Fcbluary was as ftrllows:

(i) Switchgcar supelstnlctute and ground slab construclion is ongoing. Clolumrrs are

conrplctc;

(ii) I',xcavation ol-boostcr puntp pits is cornplete, and all scallolding has bccn rcrnoved:

(iii) l.ixcavation works in the tank larrn lirundations lbr slccpers arc contpletc, base casting
is at about 95%o complctc;

(iv) lforurwork and scallblding fbr thc 1:lump shclter walls is orrgoing;

(u) l-onnwork and scallirkling lbr the switchgcal builcling colun.lns is ongoing:

(vi) Stecl Iixing and lbrmwolk fbr the nraiu drain is ongoing;

(vii) Stcel lixing and lormwork tbr the nrain trarrsformer is ongoing;

(viii) PSl4 tank tie-ins: lbul tanks l4-1-K-601, l4--lK-503; l4-'l'K-502 and l4-'l K-202 have

bcen conrpleted. l4-TK-301 was availcd to the contractot on 20'l' .lanuary. 201 7.

3.7 'l'our of l'unrp Station I (l'Sl) - Kipevu

Proglcss ol'works on thc si(c as at 3"1 Irebrua: y was as lbllows:
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(i) Control Room roolwork: corlcrete slab casted, fbturwork and slab lilling
ongoing - 757o comPlete;

(ii) Equipment tbundation is ready to receive equipnrent/process pipes. Mechanical

works are yet to commence owing to delal in dclivery oltittirigs lbr station

pipes.

(iii) Kenya Power Ltd substation works are at 9070 cornplete;

Committec Observation

The Committee observed with great concern that land in PS I in Kipevu lras been invaded by

squatters who pose a secut ity threat to the Station.

4.0 COMMITTEEGENERALOBSERVATIONS

The Committee made the following observations following the two-day tour of the

Pipeline -
(viii) The ptoject was not completed as per the origiual contlact duratiotr, tlie Ploject was

expected to be completed by 30'l'September,20l6; however, the conrpletion date was

extended to 9tl' February, 2Ol7 and a further extensiotl to 28th April. 201 7.

(ix) 1'lre project implementation status as at February 20 I 7 was I5.7 1o/o wit|t thc ibllowing
payments having bccn made:

(d) Consultancy: US$ 5,857.279.02 inclusive ol'Y AT 76%' of contract sunr
(c) Construction: US$ 335,623,802.46 (inclusive ol'VA'l)- 697u ofcontract

sum
(0 A turther payrncnt ol US$ 13,191,202.45 r'eplesentiug work clone between 21"

Octobcl and 20'l' Novetnbet, 2016, was being proccssecl.

(x) The Kenya Pipeline Line I Capacity Enhancement l)r'ojcct is a Vision 2030 project.

tJpon completion, thc project will enhance the supply ol'petroleunr ptoducts to various

palts of tl.re country, Uganda, I{wanda, Burundi and parts of the l)cntocratic llepublic

ol Congo.

(xi) Upon completion ol'the ploject, the projected dernaud ofpetrolcurrr products in Kcnya

and in the Eastern All'ica region up to year 2044 will be nret. l'his will reduce

shortages of lirel lbr the dourestic and expotl utarket occasioned by lcakages and pipc

bursts olthe old pipeline and reduce road damage and cnvilonurental pollution causccl

by load tankers,

(xii) 1'here is an appatcnt conllict of intelest between the Contractot, ZIC Ltcl. and the

Project Consultant, SLITCC. SLECC is owned by SINOPEC. onc ot'thc tailed biddcrs

ol'the contracl but cndcd up being awatded the consultaltcy contlact lbr the pl'o.icct.

1'he alleged intentional delay in submitting drawings issr.red lbr construction o11

October 2014 to thc contractol by three and hall'(3 %) nronths alier the expectcd datc
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ol'comlllcncerrent of thc project antong othcr claims ol'sabotage by thc Contractor
nray thcrc lble be tluc.

(xiii) Ihe progrcss ol wolks has been adverscly af1-ectcd by poor working relationship
among thc three palties; the Enrploycr (KI)C), Conrractor (7.1C) ancl Consultant (.lV of
Shengli Iingineering & Consulting Conrpany [-im itcd/Kurrent l'echnologics). f'or
cxaml)le, the Contracl.or avcrs zu.uorlg olhcrs. thal SLECC has nevcr had sullicient
sttpelvisoly stafl'to inspect and ccltif_v the works. On tlrc other hand. the Consultant
clain.rccl that the [ingincer's cor]stlr.lction supcrvision pclsonnel wcre dcploycd along
thc pipeline's ROW based on thc contractol''s construction progrant and work fionts.
KPCI has blamed thc Contlac(or, Ibr anrong others, low uptakc ol funds by the
Contractor clue to r.rurnerous discrcpancies in docurtrcntation lbr both payntents

through I.,cttcl of (lrcdit and outside L(l and the dclaycd delivcry ol alrcady
manLrlhctured equipnrcnt;

(xiv) 'l'he inclcpendcncc ol'thc Consultant as appcrtains to thc l)roiect is in tluestion, ow.ing
to the unusual arrangentent ol' the Prolcct I-ngineer. bcing thc ('hief Manager
('l'cchnical), KPC, contrary to best practicc whereby thc Pioject I.,nginecr. is tlrc
contracted I)ro.jcct Consultant with lull authority over the l)r.oject.

5.0 COMMI'TTEEGIiNERALIIECOMMI,],NI)ATIONS

'l'he Commiltcc nrakes the lirllowing gcneral recornnrendations: -

(i) Kenya I)ipelinc Ciompany Izrst-tracks the implementation of Linc I Capacitl,
Enhancctncnt Proiect and at thc sanre tirne cnsure that thc Project is constnrctcd zrs

per thc Ictter and spilit ol thc (lontract ancl according to the rccluiled engineeling
stanclards. dcsi gn antl speci fications.

(ii) 'l-he Conrpany shoulti ensurc that there is no {irrther dclay and cxtcnsiolr ol'tinte fbr
courplction ol' the Pro iect.

(iii) Thc Contractor strictly I'ollows the spccifications/procetlures to ntect welding process

requirctlcnts lbr lhe pipeline works and othcl installation works to cnsure the clelivcr-y

ol'quality llroduct to thc cmploycr and by cxtcnsion, thc Kcnyan taxpaycrs.

(iv) 'l'hc thrcc parties in thc oontract rnust acldless irnd lesolvc thc challenges facing the
pro.iect attributed to cach ol thctn. As such. thc Contraclor shoLrld supply equipnrent
and strfllcient worklilcc while tho Consultant should cxpcdite revicw and approval ol'
Contraolor's clesign, matclials ancl certily clocunrcntations (trl payntcnts without delay.
KPC is expectcd to nrakc paytncnts fbr ccrtilled works to the contractor atrd thc

consultants without undtre cle lay.

(u) The Projcct Contractor and Consrrltant shoulcl conrply with the contract requirentents,
work itt ltartrotry. dcmonstrate gootl will and intcntion to cnsule successl.ul and tinrely
complction ancl dclivcry of tl.rc project as pcr thc new conrplction schedule of 28'r'

ApLil 20I 7 agrced uporr bv thc partics.
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(vi) Kenya Pipetine Company should in future conduct due diligence befbre the award of
contracts to ave( possible conilict of interest and poor working relationship similar to

the one facing SLECC and ZIC in the implementation of Line I Capacity

Enhancement Project.

(vii) Kenya Pipeline Company should lbcus on developing the key inliastructure required

to store and move the petroleum products to markets within and outside the country

since Kenya is set to join the league of oil producing nations with ongoing

explorations and the discovery of oil in several parts of the country. Kenya's protile as

an oil producer is likety to rise, thelefbre, the Company should consider lull-scale

pipeline development to connect areas with comrnercially viable oiI leserves.
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KENYA PI PELlN E COIVI PANY LII\4 ITED

Ref: EN/PR/29/4/81

Shengli Engineering & Consulting Company
Limited/Kurrent Technologies Ltd JV
49 Jinan Road, Donrying City, Shandong province,
Chir-ra
Fu<: +86-546- t 793466 Attention Mr. Xiang yang

Dear Sir,

RE: LINE I REPLACEMENT PROJECT:

DE TION OF AUTHORITY OF THE ENGIN RTO
THE ENGINEER'S REPRES ENTATTVE

h) Claims analysis.
i) Photographic clocumentation.
j) Project close-ont and other construction

specifically idenrified above.

9rt, September 2014

The contract for construction of Line 1 Replacement projcct has been arvarded to
zakhern Intcrnational construction Ltd (the contractor). construction is now
abor.lt to start and in accordaDce with the scope of services in your consultancy
coiltract with KPC, you are required to supervise the construction and related
works up ro cornpletion and attend to issues arising during the defects liability
pcriocl. The constrllction supervision activities in your contract are:

a) contract management and administration- to ensure work plans adopte<l
recognize the fact that the existing facilities must continue delivery of ses.ice
without unciue intermption s during the construction period.

b) Organize 'r,eekly meetings and monthly progress repoiting.
c) Con struction inspection.
d) Compliance with permit conditions and mitigation measures.
e) coordination of testing services, inspections and project quality assurance

rcviews.
f) Coordination of progrcss payments.
g) Progress schedule reporting and documentation.

management-relate d tasks not

ln the contract between zakhern International const^rction Ltd and Kenya pipeline
company Limited, SLECC/Kurrent JV is defined in crause 1.I(v) of theionditionsof contract Part Ir (conditions of particurar applicatio,) 'as the Engineer,s
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Representative. These conditions of cootract in ['arts I and II delines the role of the
F)ngineer during t-tre project implementation stage up to contract closure.

By this lctter the Engineer delegates the duties and authorities, vestcd on him in
this contract to supergise construction of the project with the limitations gfven
belorv.

Clause 7{ 1 I Supolementarv Drawiags and Instructions:

You a-re authorized to issue thc drawings after getLing approval of ttre Ertgineer and
t}le limitations described undet' Clanse 51 belorv shall app1y.

Clause 12(2 I Not Foreseeable Obstructlons or Phvsical CoIrditions:

Cal:ry out the determinations provided in this clause wittt the approvzrl of thc
Enginecr and in accordance with the limitations describt:d rttlder Clause 5I below.

Clausc 14(21 Re sed Pro Eramme:

IlequeSt contractor if it becomes necessary for revised progran-rme and this shall be
subject to final approval of the Engineer ancl ztpplication of Clausi: 14.2 of
Conditions of contract- Part II: Conditions of Pat'ticular Application in the contract.

Clause 15 Contractor's superintendence:

the Engineer reserves the right of approval of the conlractor'S represcrrtative for'
supcrintendcr:ce of thc works or aly subscqltent changcs 1o tbc appointrncrlt
thr:reof. You are authorized to deal with the appoirlt.ed contrelctor's reprcsentaLivc
in all other mattcrs concernins superintendeuce 01'the works. I?ci'er to amendmerlt
of this clause in section 1.5.2 of the Conditions of corltract- Part II: Condit.ions of'
Particular Application.

Clause 18 Borchole and Exolorators Excavatlonl

You arc authorizcd to issue instructiorrs to the contractor if it llr:conrcs necessary
to .rirply this clause after gettillg approval of thc Dngineer altd tile limit.atiolls
dcscril:ecl under Clausc 51 be low shall apply.

Clause 2Of3l Loss or Da lnsCg !_q9_!s_Ernp!9ysdE_BiE k:

You sha-ll detcrminc cxtent of repairs ancl value aciclitional costs to tJt c Corttract
subject to the limitation describecl uncier Clilttsc 52(1) bclow and report. your
finclings to the Irngincer f<.rr further directiou.

LaLSe!t&!G9-u!-9f Ertgsrdina.{v Traffic Claims:Clause 3O
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You are authorized subject to approval of the Engineer to apply this clause to
claims that may arise from damage by contractor to roads and bridges on the
routes to the sites get out of bed from transport of materials or platlt.

Clause 3 2 Facillties for otirer Contractors

lf it becones necessary to request contractor to usc facilities under this clause get
prior approval oI the Engineer before requesting for use of the facilities and
determioe any additions to contract price as a result of using the facilities but with
the limitations nnder Clause 51 below.

Clause En er's Dotermination Where Tests not rowided for:

If this clause is applied you erre authorized subject to approve of the Engineer to
consult with Employer and Contractor to deternine time aIId price add.itions within
the limitations of clause li I below.

Clause 4O Susrcension:

This is not delegated, it shall be the responsibility of the Engineer and your roie
will be to supply the Engineer witl1 the necessary facts to justify this action.

Clause 41.1 Comrnencement of Works:

'lhis is not
Engineer.

ctelegated, the notice to commence works shall be issued by the

Clause 44.1 Extension of time for Completion:

You are authorized to determine in consultation with thc contractor thc amount of
tirne extension occasioned by the factors listed in this clause and giv<: yorrr
recommendation to the Engineer for consicleration.

Clause 48, 1 Taking-Over Certifrcate:

You are required to determine in consultation with the contractor when the works
are substantially complete ald advice tJ:e Engineer when it is appropriate within
ttre provisions oI the contract to issue a taking-over certiflcate to the contractor lbr
the works.

Clause 5 1. lvariat ions of the Works:

'['iris Dngineer adonc shall be rcsponsible for authorizing variations. You are only
clelegated to give instructions to the contractol' on the approved variations of the
works subject to prior approval of the Engineer and only to the extent thtrt this
complies with clause 2.1 (b) (iv) of Conditions of contract- Part II: Conditions ol
Particular Application' 
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Clause 52 1l (21 Valuation of Variations and Fixi of Rates:

There are additions to lhis clause in special conditions of cont-ract part Il. This is
not a delegated authority, and the Engineer alone is responsible for authorizing
variations. Your role and which is subject to approval by the trngineer is to assess
the value of ve'iatio.s and to determine ncw rates whcre necessary for
consiclerzrtion by the Engineer.

use 53 Assessment an inatlo o CIaims:

You are authorized to rcceive notice of such claims from the contractor, evaluatc
thc particulars of the claims based on the provisions in the contract arrd report the
furdings to the Engineer for consideratior-r.

Clause 56 .1 Works to be measurcd:

The entire clause is amended in special conditions of contract part II. you are
authorizrd to measure and agree wittr the contractor the value of the works ancl to
keep and maintajn signcd records by both parties of all measurements used in
compiling payment certificates, and submit to thc Engineer for my approval.

Clause 58 Use of Provisional Sums

I.'urther to clarification to this ciause in the oonditions ol' contract- part II:
conditions of Particular Application, you are recluired to get approval of ttre
Enginecr belore giving instruction to the contractor to executc r,i,ork, supply gooris,
mntcrials, plant or serwices under this clause.

Clause 6O Certifrcates and PaYment:

Sections of this clause are amended in conditions of colltract- part II: you arr:
authorized to rcccive, eva-luate the statements for paymcnt submittec.l by the
colltlactor and to certify the amount of payurents due. All payments to thc
contractor sha-ll be subject to the approval of the Engineer.

clause 62 Defects Llabilitv Certificate:

You arc required to deterrnine il] consultation lvith the contractor wherr all 0rc
delects have been satisfactorily complctcd a,ld advice the Enginecr whcn it is
appropriate rvitlrin lhe provisions of the contrzrct to issue a (lefccrs liability t<-r thr:
contractor for the u'orks.

9,leUse 64 Urgent RemC !ia!_glo_rk:
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In the event of accident or failure of works that will be a danger to the safety of the
works under this clause, you are au thorized but subject to approval of the
Engineer to issuc instructions to tl:e Cor:tractor to carry out the necessary urgent
remeclial works.

Clause 67 Sett lement df DisDrrtea:
Clause 67 (aJl sub-clauses) are deleted and replaced in the Conditions of contract-
Part II: You are authorized to seek approval of the Engineer to negotiate in
disputes between the Employcr arrd Contractor with the airn of reaching amicable
settlement. You will provide advice if there is need for the Engineer to make a
decision on a m;rtter of dispute.

By a copy oI this letter, the Contractor is notified that any cornmunication given by
the Engineer's Representative is as though it has been given by the Itngineer
subject to tht: limitations herein. Such communications shall be copied to the
Engineer.

E, M, XARUMI
FOR: MANAGING DIRECTOR

Cc: Zal<hem Internationa-l Construction Ltd
'l'hro'
Zakhem Construction (I(enya) Ltd
Outering Road, Opp. GSU. Headquarters
P.O. Box 41196-001O0, Nairobi
Kenya
E-mail: zakhem@aficaonline .co.ke Attention Mr. Adnan Annous
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ZAKHEM
AN(I:X 2

ZAXHEM INTERNATIONAL CONSTRUCTION LI
Civiland Me(hanical Enqineers & Contractort

Kenya Pipeline Company Limited
Nairobi Terminal
Off Nanyuki Road
lnduslrialArea
P. O. Box 73442-00200
NAIROBI

Outering Road, Opp. G.5.U. Headquartr
PO. Box 4l 196 - 00100 NAIROBI - KEN'
Tel: +254 57 25131 2819, +254 20 856211
E-ma il: za khem@africaon line.co.ke

12b January,2016

Our Ret ZIC-KPC/0044/16/LFYAA

Attn: ChleF Manager, Technical

CONTRACT: LINE 1 PIPELINE REPLACEMENT PROJECT
TENDER NO.: SU/QT/o32N/I3

Dear Sir,

UB: R UE TF ME TO COMPL

We wish to request for extension of time with cost because it is no longer feasible to complete the
project by 9c February 2016 for reasons not attributable to us. Pursuanl to FIDIC Clause 44 we
request for extension of time up to 31't September 2016 to complete the project.

Our request is based on numerous project constraints, amongst which include:

1. Untimely declaration of 11th August 2014 as the project "Commencement Date" without
KPC fulfilling their prior contractual obligation of delivering the Engineering design
package (lFC);

2. Delays in granting approvals to procurement requisitions for long lead project equipment
and materials and

3. Delays in granting ZIC access to the project Site.

These have already been communicated to you at meetings and through various detailed
correspondences.

Meanwhile, we are computing our claim for extension of time, reimbursement of loss and/or
expense and damages which shall be submitted by end of January, 2016.

Yours faithfully,
For: KHEM I TERNATIONAL CONSTRUCTION LIMITED.

AD A S

Attn: Mr. Xiano Yanq
Shengli Engineers & Consulting Co.
Limited/Kurrent Technologies Ltd.
Block 3, Eagle Plains Housing Estate,
Off Mombasa Road, Behind Panari Hotel,
Nairobi, Kenya



AxNEx 3
ZAKHEM ZAKHETI INTERNATIONAL GOISTRUCTION LTD

Civil and Mechani(al Enqineers & Contra(lors

Our Ref. : ZIC -KP C I Ol 531 16/LR/AA

Outering Road. Opp. G.5.U. Headquarter
PO. Box 4'l 196 - 00100 NAIROBI - KENYr
Tel: +254 57 2513128 /9, +254 20 8562113
E'mail: zakhem@africaonline.co.ke

15rh J uly 2016

Kenya Pipeline Company Limited
Nairobi Terminal
Off Nanyuki Road
lndustrial Area
P.O. 8ox 73442-00200
NAIROBI

Attn: Chief Manager Technical

Dear Sir,

CONTRACT: LINE 1 PIPELINE REPLACEMENT PROJECT:
CONTRACT NO.: SU/QT/032N/1 3:

SUB: APPLICATION FOR FURTHER EXTENSION OF TIME

We wish to request for further extension of time with cost as it is not practical to complete the project
by 30rh September 2016 as expected because of various reasons not attributable to lhe contractor.

The following reasons are among others which will be enumerated and detailed in subsequent
submission: -

1. Delayed approvals of design documents for electrical equipment with five to six months delivery
periods who's Purchase Orders were given to the vendor M/S ABB last year.

2. Delayed IFC designs and drawings for civil work with numerous alterations - an example is the
PS14 booster pump pit and foundations whose details have not yet been received by the
contractor lo date.

3. Unanticipated lengths and depths of trenching in hard rock areas due to misinformation on rock
classification along the ROW.

4. Delayed LC confirmations and exlensions.

The details of these delays are being compiled and will be submrtted with the rest of the computations
within a month but have already been communicated to you in numerous letters, monthly reports and
meelings.

We therefore pursuant to FIDIC clause 44 request for exlension of time up to 28rh April 2017 to
complete and commission Line I Pipeline Replacement project.

Yours faithfully,
For: ZAKHEM

]TERNATTONAL 

CONSTRUcTloN LrMlrED.

ADNAN ANNOUS



cc Attn: Mr. Xianq Yanq
Shengli Engineers & Consulting Co.
Limited/Kurrent Technologies Ltd.
Block 3, Eagle Plains Housing Estate,
Off Mombasa Road, Behind Panari Hotei,
Nairobi, Kenya



A rvN-t x +
ZAKHEM ZATHEM INTERIIATIONAL GONSTRUCTION LTD.

Civiland Mechanical Engineers & Contracto15

Outering Road, Opp. G.S.U. Headquaners
PO. 80x 41 196 - 00r 00 NA|ROBI - KENYA
rel: +254 57 2513128/9, +254 20 8562113
E-mail: zakhem@africaonline,co.ke

3'd September, 2016ottr Ref : ZC-KPC/0929/1 6/LR/AA

Kenya Pipeline Company Limited
Nairobi Terminal
Off Nanyuki Road
lndustrial Area
P.O. Box 73442-00200
NAIROBI

Attn: Chief Manager Technical

Dear Sir

CONTRACT: LINE I P|PELINE REPLACEMENT PROJECT:
CONTRACT NO.: SU/QT/032N/i 3:

SUB: EXTENSION OF TIME IEOT O CLAIM2

ir

Further to our Extension of rime (Eor 01) craim submitted through letter reference zrc-
KPc/0080/1 6/LR/AA d ated, 22 Januaty 201 6, pre ase f ind atta ched Exte nsion of rime ( Eor
02) claim for a furrher Tmonths for the sum of us$Gs,072,355.00 due to various factors.
including but not limited to, derays to procurement (vendors' designs) approvars,
disruptions to construction of the pipeline and derayed issuance of IFC documents for
construction of the Pump stations, for reasons which were beyond rhe control of the
Contractor.

we request that you to krndly review and approve the Extension of rime (Eor 02) with costs as
per the attached documents

Yours faithfully,
For: ZAKHEM INTERNATTONAL CONSTRUCTTON LtMtTED

AD US
Encls
cc Attn: Mr. Xiano Yano

Shengli Engineers & Consulting Co.
Limited/Kurrent Technologies Ltd
Block 3, Eagle Plains Housing Estate,
Off Mombasa Road, Behind panari Hotel,
Nairobi, Kenya



ANNEX 5

LINE1 PIPELINE REPLACEMENT PROJECT

EXTENSION OF TIME CLAIM NO.I

REPORT OF REVIEW

SEPTEMBER 2OI6

JOINT VENTURE OF SLECC-KT
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l. Preamble
Line I pipeline replacement project commenced on lst July 2014.1'his was via contract No.:
su/Q17032N/13 signed between Kenya l)ipeline company limited as thc employer in one pan
and Zakhem Inrernational Limited as the contractor on one part. l'he contract for procurement,
construction, testing and commissioning of 20 inch pipeline for approxirnarel), 450 km with a
project duralion of l8'h Months for a discounted conrract amounl of USD 4g4,502,gg6.40.
Upon contract signing and taking into account contractual provision for notice of
commenceurent of l4 days, ZIC was given the notice to commence on ll,,August 2014 for a
construction period of I 8 months with a cornpletion date of 9,h February 2016.
The project activilies of procurement, construction and testing proceed on untir z2nd Januar-1,
201 6 when the contractor submitted his request lbr extension of time Claim No.l vide ZIC
letler ref: LIC-KPCl0044l) 6,{-R/AA dale l2'h January 2016. The supporting details were
submitted on 22"d January 2016. Upon receiving and reviewing the EoT No.l claim, the
Engineer's representative requested for additionar information to enabre an informed analysis
on the contractor request. This was folrowed by co,espondences by the involved parties and
by the lapse time of lhe originar conrract period the cumurative progress of the project stood al
36.559oA. The Eor Clairn No.l analysis on cost and tinre was yet to bc concluded as a1 that
time. The Engineer with due considcratio, ol the contractual risks involved on the project and
given the internal approval processes, opted to grant a 7 months provisional extension on time
onll'. based on the contractor own asscssrnent to enablc time for subsequent submission of
detailed particulars and delermination of llxtension of time claim No.l. The approval clearly
stated that the extension was withour. costs. There have been ongoing correspondences on
extension of time clainr No.l with scveral requests/rerninders for the contraclor to submit
detailed particulars with the recent batch being received by thc Engineer.s representative on
l2rhAugust 2016 vide letter Ref: zlc-Kpc\O851\16\LR\AA (ANNEX l). Based on rhe dcrails
received so far frorn the conlractor and other projects records the Enginecr,s representalive has
compiled this repon whose details are as follows:

Surnmary

1'he project entails thc construction oi' Mombasa-Nairobi 20 inch 453krn long pipeline, from
PS I 4 to PS I , with associated pump stations and tie-ins. Thc project dara is as fbllows:
Contractor : Zakh,cm lntemational Construction Ltd (ZtC)
Contract Amounl : USD 484,502,996.40lncl. VAT
Contract duration : l8 months
Comme ncement date : I I 'h August 20I 4

Contractual completion datc : 9th February 2016
Overalf Progress : 36.559%o (as at 9 February 2016)
Time elapsed : I 00 ok (as at 9 February 201 6)
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In this project, the Engineer is defined as the chief Manager Technical, Kenya Pipeline

Company.
The Engineer's representative is ajoint venture between Shengli Engineering & consulting Co.

Ltd and Kurrent Technologies Ltd. The Engineer's representative canied out the demand study,

ESIA study, preliminary and detailed design, tender documents for the project under their

contract with KPC. Prior to the construction phase, they were the project's consultant.

2. Chronology of Submission of Extension of Time Claim No.l

Table l: Chronology of submission of Extension of Time claim No.1

The contractor requests for extcnsion of rime up to 306
September 2016 lo complete the project.

Ressons ofClaims:
l. Access to site
2. IFC documenls
3. withhold approvsl ofvendor
4. Ch8nge ofmainline and booster pltmps vcndor

Extension oftime of Claims
Pipcline corlstiuction - 3l Msy 2016

Pump slation conskuction - 30 Sep(ember 2016

Cosl ofClaims:
l. Prolonga(ion cost:-S27,359,897.00
2. Notices of compensation:-$2,73 1,387.00

3. Head oflice overhead & profil:-$l 1,305,067.35

Totrl clrim costr$41,396'351,f,5

s.N Letler
Drt. of
l,€ttcr Sublcct of L.ttcr L.tter by Content

ztc-
KPC\0044\ I 6\

I-R\AA

l2-Jan-
t6

REQUEST FOR
EXTENSION OF

TIME TO
COMPLETE

PROJECT

ztc

ztc-
KPC10080\16\

LR\AA

22)sn-
t6

CLAIM FOR
EXTENSION OT

TIME (EOT) NO.I
ZIC

3

sK(D)-
LINEI-Z]C.

FX-0753

23-Jan-
t6

CLAIMS IJOR

E)CI'ENSION OI;
TIME (EO]')

SI-ECC
L Request appendices in soft copy
2. Request revised detailed program

3. Request initial contracl prograrn
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ztc
CI.AIMS F()i

EXI'ENSION O}
TIMI]

25-Jan-
t6

ztc-
KPC\0088\16\

LR\AA
4

SI-ECC

EVAIUATION O':
CLAIMS FOR
EXTENSION OI:
THE CoNTIIACT
CO\,IPLETION TIMl]
( 11O'l)

29.Jar'-
16

sK(D)"
LINEI-KPC-

FX-0340
5

KPC
APPLICATION FOR

EXTENSION OF
TIME

8-Feb-
l6EN/PR/r9l4/2 I I6

SLECC

REQI'EST DETAILS
FOR CLAIMS FOR

EX'I'ENSION OF
TIME (EOT)

23-Feb-
l6

sK(D)-
LINEI-Z]C.

FX-0779
1

SI,ECC
CI-AIMS IOR

EXTFNSION OI:
l lMl: (EC)T)

l5-Mar-
l68

SK(D).
LTNEI.ZIC.

FX-0lt25

ztc
CI-AIMS IJOR

EX'ILNSION OI'
TIN'lh (Eol ) NO. 0l

23-Mar-
l69

zlc-
K,,(\0143\16\

l.RrAA

SLECCl9-Apr-
l6

CLAIN,lS FOR
EXTIINSION OF

TIN,IL (EO'l r NO 0l

SK(D).
LINE].ZIC.

FX-09t 9
IO

SI-ECC
C:t-AINlS FOR

EXTENSION OI:
TIN4E (LOT) N(). ol

29Jul-
l6II

sK(D)-
LtNll I -zlc-

Irx-t 105

7.t('.
CI,AIMS FOR

ltXTENsloN or
TIMI- (llol ) NO. ol

l2-Aug-
t6l2

?.tc-
KP(1085l\16\

L-R\AA

l. Sofl copy ofsppendiccs to the claim for Lxlcnsion of
Ti e (EOT)
2. Revised delailed program ofwork with completion dale

of 14 Sep(emb€r,2016 (with crilical path iD red color)

3. lnitial delail.d p.ogram oIuork (dated 2l st Au8ust

2014) with critical palh in red color

Letter lo KPC.
Response item by item lo the claims in ZIC's lelter Z,lC-

KPC\0080\ l6\LR\AA for KPC ref€rcnce.

L Grant ZIC the extcnsion ofthe time elemenl alone ofthe
claim from loth Febru8ry, 2016 to 30th Seplember, 2016.

2. Delermination ofthe cosl due to bolh paflies lo the

contract aisin8 fiom the delay in the contracl
implemenlalion is being eyaluarcd h) thc EnSlneer

Request for particular dctails fronr ZIC to enable anatysis

ofclaims

Renlinder on Requesl for panicular dctails from ZIC lo
enable analysis of clairns

ZIC responded thal KPC and SLECC havc suflicienl

informalion and refused lo suppl) any addilronal
infomla(ion.

Continued lo requcsl for particular dctails from ZIC lo
enable comprehcnsive analysis of c!aims

Conlinue to request for panicular dctails Aom 7-lC to

enable aralysis of claims

Submitled dctailed paniculars to funher suppo(
contractor's claims. The clainl revised werc as belo\\'

Cosl ofClairns:
l. Prolongation co$:-$27,359,897.00
2. Notices olcompensation:-$6, | 27.802.00
3. Head oflice overhead & profit:-$l1.305,067 35

Total claim cost:-$44 79 766.00

3- Determination of Ext€nsion of Time Period
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The extension of tinre granred vide Kpc lener Ref: EN/pwzgl4lzll dated 8th February 2016
for extension of time up to 30th September 2016 was based on the contractor's self-assessment
for the remaining works subjecl to delermination of time and cost by the Engineer pursuant to
the contract FIDIC clause 44.2 & 44.3. This was a provisionar miligation measure considering
the fact that the contractor did not avail detailed particulars to enable final determination oi
extension of time and the project progress wourd have been put to risk of stafling with the end
of the project allowable life span.

4. Review on the Cost Elemcnt of the Extension of Time Claim No.l

On continued reminder on the requests for the contractor to submit detailed particulars by the
Engineers representative on several occasions as detailed in Table I above, the contractor vide
letter Ref: zlc-Kpc\0851\ I6\LR\AA dated l2'h August 2016 submitted additional detailed
particulars and also reviewed his costs upwards for norices ofcompensation as berow:-

4.1 Prolongation costs of Com pensalion

Table 2: Contractor claim No.l cost break down for prolongation.

Item Description Cost in USD Duration Basis in months
Site

Managemenl
2,524,500.00 Based on 8 months (10

September 20 I 6) and hourly rates of office staff in
TJSI)

Feb 2016 to 30

2 Pipeline Works 6.7 r 8,090.00 Based no anm o e anr d nla & ma hc np stcop ry
h rheF rb U0 02 6 to 30 aM 2( 0 6ary v )

3 Civil works 3,870,470.00
4 Mechanical

work
9,579,075.00

5 Electrical work 2,719,260.00
6 Instrument and

control work
838.01 8.00

anpower, equipment and tools for the stationsM
using l0 hrs per day

7 NCA
Procurement

Delay

I,I t0,484.00 Based on personncl on standby from ll'
20 I 4 rill 6rh January 201 5.

August

Total 27 359,897.00
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by the Engineer. The overall delay in

approvals was caused by the contactor

delay in submitting completed vendor

information for review and approval (Refer

to AIIINEX 5).

3 Discrepancies in

IFC documents

Appendix 6D, 6E,

6F&6M
The Engineer's Representative observes

that in the appendices referred by the

con$actor, the contractor has not

demonstrated how the stated discrepancies

in the IFC documents contributed to delays

on the project progress. Further the

contractor has not itemized and quantified

the stated delays. Clarification ofunclear

items has been on-going in the project

implementations asd when requircd

pursuant to FIDIC Clause 7.1.

As stated in the Engineer's representative

letters ref. No. SK (D)-LINEI -ZIC-FX-
0024 and SK (D)-LINEI -ZIC-FX-0025

(Ar{NEX 6 & ANNEX 7), the

documentVdrawings shall be updated

progressively depending on the vendor'
information and documents. The Engineer's

reprcsentative also requested the conEactor

to expedite and provide the required vendor

The claim duc to dkcreponcies in IFC documenb

does nol wafiont time ef,ension as submitlcd.
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r(PS3,PS5.PS7) DD-LINETR-
DAT-002-I(PSl,PSl4)And
sssociated s€rvicqs

GCOO5 Provision ofa new station
control system for PS14 as per
Engineer representative letter
linel-0149 and not included in
the tender BOQ and associated
services.
We reiterate that the
cumulative impact on the cost
and the schedule ofth€ project
shall be submitted to KPC in
the due course.

3figt2015 Included
5A below

ln The Engineer's Representative Refers to
letter no. ZIC-KPCl0472/l5lLNIB and
KPC letter ref no. EN/?R-/29l4/l 19.

The Engineer in his instruction was
advised by ZIC& Emerson prcsentation
in which they were categorical on cost
effects.

Ilcm has no cffcct on lime or cosl

GC005
A

We reiterate that the
cumulative impact on the cost
and the schedule ofthe project
shall be submitted to KPC in
the due course.
Provision ofa new station
control system for PS 14 as per
Engineer representative letter
linet-0M9 and not included in
the tender BOQ and associated
services-

4/n0t5 263,597 .10 As above

Ilem has no ellecl on time ot cost
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cessation and submitted to
KPC in due course.

GCO I5 The substantial increase in
scope of4l 5V LV
Switchboards. cables and other
associated accessories due to
missing service pumps. MOVs,
loads. etc in the reference
single Iine diagram in the
BOQ.
The adverse impact attribute to
costs and schedule shall be

computed and submined to
KPC in due course.

7t23t2015 368.880.50 The Engineer representative provided the
LV load in accordance to the engineering
practice and experience, because while
preparing the BOQ, no vendor information
was available. as soon as the yendor

information was availed, The Engineer
representative updated the wiring diagram,
this is normal engineering practice. The
change of detailed design for LV panel
and the increase of panels is also normal
practice. The quotation in the contractor's
Claim is high, for considerable
allowance. The Engineer's Representative
deems that there is some reasonable cost
impact occasioned and the item will be
evalualed as a Yariation for cost
implications only

Engineer's Represenlalive delermination
is lhot lhis ilem did not impocl on time

GCOI6 Bonded warehouse storage
charges for line pipes plus
consequential delays of
clearing and forwarding ofthe
line pipes, all due to the
prolonged with holding ofthe
original bill of landing by KPC
banker (City Bank).

7/28t20ts 0 The Engineer's Representative observes
that it was the contractor's obligation to
inform him on compliance requirements
by the bank and present all the required
documents to the bank for release of funds
under the LC. The contractor failed on his
paft to submit the required documents in
time and was required to give submit

E ngin eer's R epras e n I q I ive d el e rm in al io n
is lhal lhe lost time was due by the
contractor's noncompliance with the bank's
requirements. This ilem has no effecl on
lirne-
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adJustmcnt to the Contract
Prrcc and delrvery perrod

Total cost 6,t 27,802.00
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4.3 Head office overheads and Profit

hereby rejected.

5. Conclusions

After review of EOT No.l, we give our recommendations as follows:

l. Prolongation costs

There is no merir in this claim and is therefore rejected'

2. Notice of ComPensation

No time award is given for this clairr'

The evaluated amount based on the submitted documents with adequate information to

make a determination is USD 597,606.26. Refer to ANNEX l5

3. Head office overheads and Profit

There is no merit in this claim and is therefore rejected

4. Extension of time

The evaluation by the Engineer's representative as above has not found any delays

attributabletootherpartiesotherthanthecontractor.Theevaluationhasestablishedsome
variation as a resuh of additional BoQ quantities and Alterations necessilated by the

Vendor data and the engineer's detemrination on same pursuant to FIDIC Clause 52 The

items are without time impact on the approved tender program and their costs are being

evaluatedbytheengineerasvariationpursuanttoFlDlCclause5lwithsomeinputsbythe
contractor still pending to enable conclusive determination'

ThereforetherequestforExtensionoftimeclaimbythecontractoriswithoutmeritandis

We have no objection to the Engineer's approval for the extension of time to end of

September 2016 as per the contractor's self-assessment and at no cost to KPC'
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AxNIL X 6
^zA,(U ZAKh[EM ZAI(HEI,'I iNTERNATIONAL CONSTRUCTION LTD'

i r/ri Jn,J l,i(ctrrr)ianl t.rgrnt€rt & aon!ia.lors

Outering Road, Opp. G.5.iJ. ileadqLrarters
PO Box 41 196 - 00I00 NAIROBI - (ENYA

Tel: +254 57 251.11 28/9, +21i4 20 856,i1 I 3

!-nrarl: zakhem@afri(aonline.co.ke

Kenya Pipeline Compai-ry Li|i'rited
Nairobi Terminal
Off Nanyuki Road
lndustrial Area
P. O. Box 73442-00200
NAIROBI

12h January, 2016

Our Ref: ZIC-KPC/004a/16/tR/Ar''

we wish to request fo, extensicl": of time with cost because it is no longer feaslbls to cornplete the

projecl by th February 2016 fcr:easons nol attributable to us. Pdrsuant to FIDIC Clause 44 we

request for extension cf tlme up to 31"r September 2016 to compiete the proiect'

our requesl is based on nume[ous proiect constraints, amongst which include:

,1. Untimely declaralion of 11h Auoust 2o-14 as the pro.iecl "commencemont Date'withoul

XpC tif tting lerr prior contractuat ubligation of delivenng the Engineering design

Package (iFC)

2.Dela!.sinSr6xlinoappicvalstSplocurer,eni|equisitionsrorlol1gi.iadprojecrequipment
and mater;als a,-rri

Ath: Chlef Manager, Technical

CONTRACT: LINE I PIPELINE REPLACEMENI PRO'IECT

TENDER NO.: SU/QTIO32NI13

Dear Sir,

StJB: FO EXIENSION OF TIME TO COMPLETE PROJECT

3. Delays io grrritrng ZIC access to ihe project Site.

These haye alfoady been communicatecl to you at meetings and through various cietaileo

conespondences

Meanwhile' we are comPuting our claim lor extenslon of tir,'le, reimburscr.nent cf loss andlor

expense and damages wnich shall be submitted by end ol January 2016'

Yours faithfullY,
For EMI NATIONAL CONSTRUCTION LIMITED

N

Attn: Mr. Xiano Ysno
Shengli Engineers & Consuliing Co
LimitedKurrent Technologles Ltd.
Block 3, Eagle Plains llousing Estate,
Off Mombasa Road. Behind Panari Holel
Nairobi, Kenya

cc



ANN6X 1

CONTRACT FOR CONSULTANCY SERYICES FOR
LINE 1 PIPELINE REPLACEMENT PROJECT

BETWEEN

KEhi-YA PIPELINE COMPANY LIMITED

AND

SHENGLI ENGINEERING & CONSULTING
COMPAIYY LIMITED

Paga I ol 37Ansfiutq &ruia-s lor Lira 1 Pipetitp ReplodnAnt Prckct

( il'l,..



SECTION A: FORM OF AGREEMENT
*-., lh-

THIS AGREEMEN'I', made the I day of T;"o- 2012
between KENYA PIPELINE COMPAI\IY LIMITED u,hose registered
office is Kenpipe Plaza, Sekondi Rd, off Nanyuki Rd, Industrial Area whose
address is P.O. Box 73442-00200 Nairobi (hcr.einafter called "the
Employer") of the one par1.

AND

SIIENGLI ENGINEERING & CONSULTING COMPANY LIMITED
whose registered office is at 49 Jinan I(oad, Dongying City, Shandong
Province, P.R. China (Hereinafrer called "thc Consultant") of the oilrer pa(.

WIf EREAS THE Employer is desirous that the Consultant executes the
Provision of Consultancy Services tbr Line J Pipeline Replaccmcnt project
(hereinafter called "the services") and the Ernployer has accepted thc tender
subrnitted by the Consultant for the execution and completion of such
services for the Contract Price of USD.I 1,976,615.00 (Eleven Million nine
hundred and seventy six thousand six hundred and fifteen) inclusive ofall
applicable taxes.

NOW THIS AGREEMENT WITNESSETH as follows:

ln this Agreernent, words and expressions shall have the same
meanings as are respectively assigned to thern in the Conditions of
Contract hereinafter referred to.

The follow'ing documents shall be deemed to fbrm and shall be read
and construed as part of this Agreement i.e.

2

t.
ii.
iii.
iv.

vi.

vii.
viii.

Letter of Acceptance
Fonn ofTender and Schedule ofprices
General Conditions of Contract
Special Conditions of Contract
Scope of Services
Consultant's comments on temts of reference & Pro.iect Methodology
and Work-plan
Reporting Obligations
Team Composition & Time Schedule for Professional Personnel

1^
1,/

Consultancg Seruices Ior Li@ 1 Pipeloe Replace|,renl Project Page 3 of 37
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tx
x

x1.

x11-

Services and facilities provided by the client.
Joint Venture Agreement between lv{/s Shengli Engineering &
Consulting Company Linrited and M/s Kun'ent Technologies Limited.
The tender docunrent (R!'P) together u,ith all the clarifications and
addenda issued during the tendering period.
The technical proposal as submitted by l\rlls Shengli Engineering &
Consulting Company Limited and M/s Kurrent Technologies Limired.

3 That the bid amount of $11,984,503.00 indicaled on the form of
tender, contained an arithmetic enor originating from the price
schedules( activities 2,4, & 7), resulting in thc adjustment by the
Employer to the correct arnount of $1 1,976,615.00.

That the Consultant has confirmed and accepted the correction

In consideration of the payments to be made by the Employer to the
Consultant as hereinaff.er mentioned, the Consultant hereby covenants
with the Employer to execute and complete the services in conformity
in all respects with the provisions of the Contract.

The Ernployer hereby covenants to pay the Consultant in
consideration of the execution and completion of the services, the
Contract Price or such other sum as may become payable undel the
provisions of the Contract at the times and in the manner prescribed
by the Contract.

This agreemenl together with tlre documents listed under Clause 2
above shall forn-r the entire agleement of the parties. It may not be
changed by oral agreement but orrly in writing, signcd by both parties.

IN WITNESS WHEREOF the parties hereto have hereunto executed this
Agreement the day and year first hereinabove written.

SEALED With thE COMMON SEAL Of
KENYA PIPELINE COMPANY LIMITED
in the presence of:

MANAGING DIRECTOR

4

5

6

7

)
)
)
)
)
)
)

-b+
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CHIEF MANAGER (F & S)

CEIEF MANAGER CTECIINICAL)

PROCUREMENT MANAGER

Witnessed by:

COMPANY SECRETARY

SEALED With thc COMMON SEAL Of
SHENGLI ENGINEERING &
CONSULTING COMPANY LIMITEI)

in the presence of

VICE PRESIDENT
It/i. Sun Xiaochun

Witnessed by:

DIRECTOR/COMPANY SECRETARY

)
)
)

)
)
)
)
)
)
)
)
)
)

)

)
)

)
)
)
)
)
)
)

4
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i,:fi\li'/,, i:';PIi-lNF CCh4PAI\\' Lllv1, i tD f 
,,E{+;rr

5:.r/ iT.'d:.3$t\: /:1 t '\1c5iy" :,-,l.th ivla'r.?012

Lf lrl"url
5Br\ r iai:l

;tL!r ' 'tL :: r:!:n1il.
:t!. . :f;.r!:-:r: ti:1;.:r ':

M!nagingi. , edor,
Scengll l:1gineering & Consulting Co. t"tc

/Krrrre'rt -:chnoloEres Ltd
49 linan iJad, Dong Ying C:ty, ShanConq province

:;-u:{.'i.

Dear Sir,

&E; i-t-.-?.( 0F AUVAIID
TENDEG. FOR c_OTqSULT&ruEy SEtMCES FOgr UFJI 1 PIIEI.INq
;IEEAL€E!: ';l ti' -,. ' ,:.-

I
!
I

I

i
I

I
I
I
I
I

I
I

I
(

i
t
i
i
I

I

\^,e refer ';lu to your tender for the above

,led evaluation or the tendeE recei!€d, 'l;)C is p:eased to advice yc that
r alvanCed tlle tender for fte abo,ie at a cartra€t s,rm of USD.1l.976,a l:i.00
,. Nrne liundred and Seveniy Sx thousard Six Hundred ard Fifteen C'rly) -

Fo;lowing
yoJ l'€ver l.
(Eiwc.1 :

Ir:clrrsive:,

Tl. , conti'a:t docun'eDts are currently u,rder prepa!?tior anci will be signec after e:( ;iry of
Urc s[at,J'.:ry 14 alays no(ifiGtion period effective fronr the date oF ihis letl€r', r tim
rr:eoillime please rrake an-angemenB to provide us with a ?ertcri:ancc 3c .| ci
USD.i,19:66I.00 (beirB loyc of the Contract 9Jrn) prior to contra.r s'gn:irg.

Kndly sig. your dcceptarre of the awarcl by signing tlre duplirate af diiq hfte: and
relurn tc : unders:qned Nfhrn Z days; 21* l"1ay 2012.

YoL s falf rrily,

H.,jiA9-j::S-ELEEA:j;A ' ,,. l; o'. ,,''. ,

tA,'eherotr,.rignif volr-ar@krh..!,:e*,*.r*r;g,i'O}-t;*ffi ,
n*,.r 

" 
: . .SyJr.. X wt q.fu:.. o*qn"*o*,,,IIFft. .. pK*.f W"*,,, i

,,r,',*,.'fufut ..... rht" ano s'ra,ri,,2u., 1.,..f,..*...'



ArtsiEX 8

KED{IYAPIPEL,IIDIJEi9@MPA-I[IYbTE-t

III-{J\TESTMIts-NJTq@MM[TT'ts-ts-

KPC

I'-[NJE,JlI-P[P"EL,[E[E,JRIDPIIAPEM-ts-DT]T,P"RO.JEC-,T-'

2,6jt! t! Ji ANttg ARX %At \-71



This bief is ln r.rspo;r-"e to letter ref. no. NA/DCSiPrc/201'//006 dated. 18th
J onuary 2(t17 .from the. Clerk of the National Asscntbly requesting foi tlw stahts
teport of Line 1 Pipeline Rep,Iacement.

1.O

1.1

L.2

PROJECT DATA
Consultancy
Consultant

Contract Amount

Commencement date
Payments certifred to Date

Construction
Contractor
Contract Amount
Original contract duration
Commencement date
Completion date
New completion date
Ov'erall Progress
Time elapsed

Payments to date
(Gross amount incl. VAT)

Payments in progress

: Shengii Engineering & Consulting Co.Ltd/
l(urrent Technologies
: USD.7, 706,946.OA Inclusive of VAT
: Kshs 351 ,595 ,2AO.84 Inclusive of VAT
:7d June 20 12

: USD. 5,857,279.02 Inclusive of VAT
: Kshs 267 ,272,473.44 Inclusive of VAT
: 76%o

: Zakhern International Construction Ltd
: USD 484,502,886.40 Incl. VAT
: 18 months
: 1 lth August 2014
: 9tt February 2016
:28tr,April 2017
: 77.721%o as at 2oth December 2O16
: 100% (as at Og l02 /2016)
: 155.6% (as at 20l 12/2016)

: LC 1 - USD 121,018,858.99
: LC 2 - USD 49,498,766.61
: Outsidc LC - USD i65,106,176.86
: Total LJSD 335,623,8O2.46
: 69.27o/"

: PC No. 18A rcceived on 23'a December 2O16
for USD 13,l9l,202.45 representing work
done between 2lut October 2016 and 20th
November 2016.

PaBe 2 of 5



2.C :::?.i!.IEC? STTITUS

2.L

Pr.;ir:ess highlights on mairriine and ptlrrf station qonstruction as at 26'h

Janrrar5r 2017 arc as follor'.,-":

MAlnli € Constructiou
Iteiri Ac tivity

Description

2
J

ROW Clearance
Pipe Stringrng
Welding

c NDT of Welds
Joint Coating

Qu antity
done
(km)

Delivery of pipes 453. 17

As at 26th January
2017

Percentage
compl':rcd

Renarks

100.00 No issue
453. r 7 i 100.00 No issue

--,]

1oo.oo I No issuc
4 450.93 99_50

98. 19

. Manual Welding betwecn PS 14
and PS1 in progress.

. Contractor has tie-in teams
spread along the pipeline at KM
332 1 331, 421, 406, 3 13 and 348

447.17

Pipc lowering

FOC Conduit 445.00
la tn

ir teams are at KM 315
99.50 No outstanding issues
99.13 This activity is no longer a bottleneck

ln o ss at KM 335 336
94.67 Trenching works outstanding betweelr

KM 434 & KM 439 and withirr
Mitchell Cotts and Reliance Industries
adjacent to JKIA

rRe

6

8
I

Trench
Excavation

450.S3
449.25

444.OO

t_
445.00

2

Ongoing between KM 441 & 412, 329
& 330 and between KM 0.084 & t.2.

10 Trcnch
backfilling

11 HDD Crossings
(3 No.)

12 Auger
Crossings
(60 No.)

I{y.lrotest

l4 FOC Cable

Itnstallation
Valve and Pig
Signaler
Chambers

97 .97

67 .OO

I

I''t-

I

Ongoing at Nairobi Road
Syokimau. FOC casing done and
pulled back. Mainline pipe oull
back in progrcss.

Bore 47

0

78.33 31 No. Completed with Tie-in
16 No. Completed without tie-in.
13 pending (2 No. ongoing at KM
448 and KM 447],
Preparation works at KM 160 for
section betwecn PS3 (KM 109) and
PS4 (KM172.45)

0.008 | Commenced on 09th January 2017 at
I PS2 towards PS3

1

I

4

I

9 Construction of 9 Valve
completed out of 28 No.

Construction in progress

32.'t4 chambers

at

453.t7

98. 19

15

____ _. L 2C8.3 i406l42e /430

Page 3 of 5
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,. (jaiii[]g;irr-.pr()rection sysi.errl ltiirrialro:., bilses; and formrvOrk' to receivr:

. fir'; iirotc(.tlon fourCatir:n co1';mns contintrc'
,. Srir!' t3,lls: I\.'l zrrl':i ng ancl clllling th': r;lopes a.C ii4aking hole to receive

rJliill g.rinr;

Kpc SubstatiorrJ - .,\ll forlidations conrpietcc warting iirr equipment inslallatic'n

u'ork.
Kenya Pc'we; Sul,stations - Instaliaiion c.i strltclures sterted at PS1' PS3' PS5

and trs-/, xi) coatrol bui.iciings art at 9Soz',o cL.mpt(,uon, perimeter wails are at 9Ook

cilrnpletiotr al PS3 and I']Sii, 4O9b at PS7 and yrit to start at FS1'

Roads. chain link Ierrcing and drainagcs - tllese ltave lust commenced at PS l0'
PS i, PS3, PS-< end PS7.
'tn all the stati.,i-rs, Elcc[rical, I&C and irire Fighting installation works are yet to

commcncc due to delayed delivcry of key cquipment

Ivleci,].a]]icai i.,,orkc: the contractor has commenced installation of mainline pumps

in all tlte s tnlir)nsi.

3.O AREAS OF CRI'IIC AL CONCERN AFFECTING PROGRESS

f

h

a. Low uptal<e of irrnris b1' thc Contractor due to numerous discrepancres

docutnentatir.rn for both paymcnts through LC and outside LC

1o Delaycd itelivery of already tnanufactuted equipnrent'

c. Apparclrt reduced equipmcnt :rnd v'orkforce in al1 the siLes'

cl. Apparent go slow by the t{DD personnel at Nairobi Road Crossing'

4.O EXTENSION OF TIME & CI,AIMS
Extcnsion of Tirne clement alone was granted to the Contractor up to 28 'h APiil

1n

20 17 penciilg d.etermination of costs and damagcs'

The Project Consultants evaluated thc claims for EOT I and DOT 2 in Septembcr

2o 16 arrd Inade a prescntation to thc Engineer for determination. ,lhese are under

review rurd shali be prcsentctl to Vianagerrrcnt for consideration'

KPC projects tea:r: in the process of preparing coullter claims for delays

attributed to the Contractor.

5.O iTIVITATION 1'O TIIE PUBI,IC INVES
The PIC is invited to note the contents of this paper on Line 1 Pipeline

Replacement Froject.
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MINUTES OF THE 29TH SITTING OF THE PUBLIC INVESTMENTS COMMITTEE HELD ON
THURSDAY, 6TH MAY 2017 IN FAHARI HALL, WHITESANDS HOTEL, MOMBASA AT 9.30
A.M.

PRESENT

1. Hon. Adan Wehtiye Keynan, CBS, Mp
2. Hon. Franktin Mithika Linturi, Mp
3. Hon. Elias Bare Shil.t, Mp
4. Hon. John Olago Aluoch, Mp
5. Hon. Dorcas Kedogo, Mp
6. Hon. Beatrice Nkatha Nyaga, HSC, Mp
7. Hon. Cornetly Serem, MP
B. Hon. (Eng.) Stephen Ngare, Mp
9. Hon. lrungu Kang'ata, MP
'10. Hon. Korei Ote Lemein, Mp
11.Hon. John Ogutu Omondi, Mp
12. Hon. Mary Satty Keraa, Mp
13. Hon. Onesmus Muthomi Njuki, Mp

Chairperson

APOLOGIES

14. Hon. Anthony lchung'wah Kimani, Mp
15. Hon. Francis Mwanzia Nyenze, EGH, Mp
'16.Hon. Dr. Oburu Oginga, MGH, Mp
17.Hon. (CPA) Thomas Ludindi Mwadeghu, CBS, Mp
1B.Hon. Adan Mohammed Nooru, Mp
19.Hon. (Eng). John Kiragu, Mp
20. Hon. Wafula Wamunyinyi, Mp
21.Hon. (Dr.) Paut Nyongesa Otuoma, EGH, Mp
22.Hon. Sammy Silas Komen Mwaita, Mp
23. Hon. Abduttswamad Sheriff Nassir, Mp
24. Hon. (Dr.) Chrisanthus Wamalwa Wakhungu, CBS, Mp
25. Hon. Bernard Munywoki Kitungi, Mp
26.Hon. John Muchiri Nyaga, HSC, Mp
77.Hon. Johana Kipyegon Ngeno, Mp

Vice Chairperson

IN ATTENDANCE
NATIONAL ASSEMBLY SECRETARIAT
1. Mr. Nicholas Emejen
2. Ms. Susan Maritim
3. Mr. Phitip Lekarkar
4. Mr. Mohamed Boru
5. Mr. Nimrod Ochteng

Principal Cterk Assistant I

Cterk Assistant I

Cterk Assistant lll
Cterk Assistant lll
Audio Officer
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OFFICE OF THE AUDITOR.GENERAL

Mr. Josiah Oyuko Manager, Audit

INSPECTORATE OF STATE CORPORATIONS

Mr. Geratd Mwangi - lnspector

MIN/P\C/370/2017i PRELIMINARIES

The Chair ca[ted the meeting to order at thirty minutes past nine o'ctock after a word

of prayer.

MIN/P|C/371/2017: CONFIRMATION OF MINUTES

Confirmation of the Minutes of the previous sitting was deferred to the next sitting.

M|N./PIC/372/2O16: ADOPTION OF SPECIAL REPORT ON THE PUBLIC

INVESTMENTS COMMITTEE TOUR OF THE KENYA

P|PELTNE COMPANY LINE 1 (CAPACITY

ENHANCEMENT) PROJECT: MOMBASA - NAIROBI

PIPELINE UNDERTAKEN BETWEEN 2ND - 3RD

FEBRUARY,2017

The Committee considered and unanimousty adopted the Special Report on the Pubtic

lnvestments Committee Tour of the Kenya Pipetine Company Line '1 (Capacity

Enhancement) Project: Mombasa Nairobi Pipetine undertaken between znd - 3rd

February, 2017, having been proposed by Hon. Hon. Mary Sa[[y Keraa, MP and seconded

by Hon. Hon. Dorcas Kedogo, MP

MIN,/PIC/372/2O16: ADOPTION OF REPORT ON THE PETITION BY

RESIDENTS OF TURKANA COUNTY REGARDING

ALLEGED FINANCIAL IMPROPRIETY BY ENG. DANIEL

BARAZA, FORMER GENERAL MANAGER OF THE

NATIONAL IRRIGATION BOARD

The Committee considered and unanimously adopted the Report on the Petition by

Residents of Turkana County regarding Atteged Financial lmpropriety by Eng' Daniet

Baraza, former Generat Manager of the NationaI lrrigation Board been proposed by Hon.

(Eng.) Stephen Ngare, MP and seconded by Hon. Cornelty Serem, MP.

U nder Findinqs/ Observations

. Rephrase Observation (vii) for ctarity;

. On Observation (xi), write PPRA in fuIt.

U nder Recommendations
. Recommendation (i): reptace'performance audit' with 'forensic audit';
. lnsert the names of specific officers where the tittes or the committees

in which they were members, are mentioned;

2
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MtN./PtC/373/2016 ADOPTION OF SPECIAL REPORT ON THE
PROCUREMENT AND FINANCING OF THE TOURISM
FUND'S RON,ALD NGALA UTALII COLLEGE IN KILIFI
COUNTY

The Committee considered and unanimousty adopted the speciat Report on theProcurement and Financing of the Tourism Fund,s Ronard Ngata Utatii coitege in Kitificounty, having been proposed by Hon. Beatrice Nyagah, Mp and seconded by Hon. MarySatty Keraa, Mp.

MIN./PIC/374/2116: ADoPTIoN oF PUBLIC INVESTMENTS CoMMITTEE
wtNDtNG_Up REPORT (MAy 2013 TO JUNE 201 7)The Committee considered and unanimousty adopted the pubtic Investments committeewinding-Up Report (May 201i to June zo17), having been proposed by Hon. omondiOgutu, MP and seconded by Hon. Cornetty Serem, Mp.

MtN/Ptc/375/2016:

No other business arose.

MtN/PtC/376/20.t 6:

ANY OTHER BUSINESS

ADJOURNMENT

There being no other business, the meeting was adjourned at 6:10 pm. The next
meeting witI be hetd on Friday, 5il,May 2017 at 2.30 p.m.

I
!
\/

Signed.....I-.. ,"," .i ls-j -) r,
Hon. Adan Wehliye Keynan, CBS, Mp

(C hai rma n )
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