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CHAIRPERSON'S FOREWORD

On behatf of the Public Petitions Committee and pursuant to the provisions of
Standing Order 727, it is my pteasant privitege and honour to present to this House

the Report of the Committee on the Public Petition regarding the Management of
Standard Gauge Railway (SGR) services. The petition was presented to the House
pursuant to the provisions of Standing Order No. 225(2)(b) by the Honourable Speaker
on Tuesday,2l't February 2023.

The petitioner prayed that the National tusembly, through the Pubtic Petitions
Committee interrogates the Kenya Railways Corporation (KRC) and other retevant
State Departments on the generat operations and the revenues cotlected by the Kenya
Raitways Corporation and makes appropriate recom mendations.

The Committee considered the petition and observed that the government's
projection of 2019 as the breakeven year was not realized as the costs of running the
SGR tine far outweighed the revenues generated and the project's financial position
continued to deteriorate, resulting in the accumutation of pending bilts that were
frequentty paid through midyear budget reviews. Further, the project's economic
viabitity was taking a positive trend whereby cargo votumes had increased by 4,159
tonnes in 2019 attributed to a joint directive by the Kenya Revenue Authority (KRA)

and Kenya Ports Authority (KPA) requiring all imported cargo leaving the port of
Mombasa to use the SGR and ctearance done at the lntand Container Depot (lCD) in
Nairobi.

The Committee further recommended that the Kenya Railways Corporation put
appropriate measures in ptace to ensure takeover of the remaining functions of
operations and maintenance of the SGR by December 2025; invest in the devetopment
of professional capacity of the technical employees; publishes the quarterly financiat
reports of the Standard Gauge Raitway (SGR) on its official website detaiting a
breakdown of revenue cotlection operational costs to enhance transparency and
accountability; and finatly, diversifies its services by offering loyatty programmes and
speciat packages for various groups such as students, senior citizens, and frequent
travetters.

The Committee appreciates the offices of the Speaker and Cterk of the Nationa[
Assembly for providing guidance and necessary technical support without which its
work woutd not have been possibte. The Chairperson expresses gratitude to the
Committee Members for their devotion and commitment to duty in considering the
petition.

On behalf of the Committee and pursuant to the provisions of Standing Order 199, I

now wish to dtfl:he Report on the Tabte of the House.
lL.9

,/'fi/'
HON. NIMROD MBITHUKA MBAI, M.P.
CHAIRPERSON PU BLIC PETITIONS COMI,IITTEE

lz-t-
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PART ONE
1. PREFACE

1.1. Establishment and l andate of the Commlttee

The Pubtic Petitions Committee is established pursuant to the provisions of Standing
Order 208A and is mandated to:

a) consider all pubtic petitions tabled in the House;

b) make such recommendations as may be appropriate concerning the prayers

sought in the petitions;

c) recommend whether the findings arising from consideration of a petition should

be debated; and

d) Advice the House and report on alt pubtic petitions committed to it.
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I .2. Committee Membership

The Pubtic Petitions Committee was constituted in October 2022 and comprises of the
fot(owing Members:

Chalrperson
Hon. Nimrod Mbithuka Mbai, M.P.

Kitui East Constituency
United Democratic Alliance (UDA)

Vice Chairperson
Hon. Janet Jepkemboi Sitienei, M.P

Turbo Constituency
United Democratic Alliance (UDA)

Hon. Patrick Makau King'ola, M.P.
Mavoko Constituency

Wipe r Democratic Movement-Kenva
(wDM.K)

Hon. Edith Vethi Nyenze, M.P.
Kitui West Constituency

Wiper Democratic Movement-Kenya
(WDM.K)

Hon. Ernest Kivai Ogesi Kagesi, M.P.
Vihiga Constituency

Amani National Concress (ANC)

Hon. Maisori Marwa Kitayama, M.P.
Kuria East Constituency

United Democratic Alliance (UDA)

Hon. Joshua Chepyegon Kandie, M.P.
Baringo Central Constituency

United Democratic Alliance (UDA)

Hon. John Walter Owino, M.P.
Awendo Constituency

ran Democratic Movement ODM

Hon. Bernard Muriuki Nebart, M.P.
Mbeere South Constituency

lndependent

Hon. Bidu Mohamed Tubi, M.P.
lsiolo South

Jubllee P JP

Hon. Cateb Mutiso Mute, M.P.
Machakos Town Constituency

Maendeleo Chao ChAD Partvl MCCP

Hon. John Bwire Okano, M.P.
Taveta Constituency

Wiper Democratic Movement-Kenva
(WDM-K)

Hon. Peter Mbogho Shake, M.P.
Mwatate Constituency

Jubilee Partv (JP)

Hon. Stoya Ctement Logova, M.P.
Sabatia Constituency

United Democratic Alliance (UDA)

Hon. Suzanne Ndunge Kiamba, M.P.

Makueni Constituency
Wioer Democratic Movement-Ke nva

(WDM.K)
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'l . 3. Committee Secretariat

The Public Petitions Committee is facititated by the fottowing secretariat:

Lead Cterk
Mr. Ahmed Kadhi

Principal Clerk Assistant ll

Ms. Anne Shibuko
First Clerk Assistant

Mr. Wrltis Obiero
Clerk Assistant lll

Ms. Patrrcra Grchane
Legal Counsel ll

Ms. Rosetyne Njuki
Senior Serjeant-at-Arms

Mr. Catvin Karungo
A edia Relations Officer lll

Ms. Miriam Modo
First Clerk Assistant

Mr. lsaac Nabiswa
Legal Counsel ll

Mr. Martin Siger

Research Officer lll

Mr. Paul Shana

Serjeant-at-Arms

Mr. Peter Mutethia
Audio Officer
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PART TWO

2. BACKGROUND INFORMATION ON THE PETITION

2.'1. lntroduction

Public Petition No. 03 of 2023 on the Management of the Standard Gauge Raitways
(SGR) Services was conveyed to the House by the Honourabte Speaker on behalf of
Mr. Amos Nyasani on 21st February,2023.

2. The Petitioner averred that in 2019, the Kenya Revenue Authority (KRA) and the
Kenya Ports Authority (KPA) jointty issued a directive for the ctearance of transit
cargo from the Port of Mombasa to Naivasha lnland Container Depot (NICD).
However, in 2022, a new directive was issued to revert the services to the port of
Mombasa.

3. The petitioner further averred that since inception, there has been no transparency
on the revenues cotlected from passenger and freight services by SGR.

4. The Petitioner calted on the House to interrogate the Kenya Railways Corporation
(KRC) and other relevant state departments on the genera[ operations and the
revenues couected by the Kenya Raitways Corporation.

2.2. Prayers

5. The Petitioner prayed that the National Assembly through the Pubtic Petitions
Committee-

(i) lnterrogates the Kenya Raitways Corporation (KRC) and other retevant state
departments on the general operations and the revenues collected by the Kenya
Raitways Corporation; and

(ii) Makes any other recommendation it deems fit in the circumstance of this
Petition.
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PART THREE

3. STAKEHOLDERS' SUBMISSIONS ON THE PETITION

3.1. Petitioner

On Thursday, 1Oth August 2023, the Petitioner, Mr. Amos Nyasani, appeared before the
Committee and submitted as fotlows -

6. A report by the Parliamentary Budget Office on the budget options for FY2021l70Zz
revealed that, for the fourth year in a row, SGR operational costs remained high
despite dwindting revenue streams, raising concerns about the project's feasibitity
and viabitity. However, the Partiamentary Budget Office stated that rail transport
remained the greatest option for cargo hautage and long-distance passenger travet.

7. Despite the government's projection of 2019 as the breakeven year, the Mombasa-
Nairobi Standard Gauge Raitway (SGR) had not achieved financial parity since its
estabtishment in June 2017. He asserted that the SGR, which currentty reaches
Naivasha, was funded in part by more than Kshs.477 bittion in taxpayer-funded loans
from the Export and lmport (Exim) Bank of China.

8. On the issue of faiture to break even - the costs of running the SGR line far
outweighed the revenues generated. For example, the cost of running the SGR was
the highest in 2019, at Kshs.l8 bitlion, compared to Kshs.13.5 bittion in revenues
generated that year. As a resutt, the project could not sustain itself without the
government's support, as the revenues col[ected since its inception were insufficient
to cover operationa[ expenditures.

9. ln 2017 and 20'18, the cost of operating the SGR far outweighed the revenue
cottected for instance between June and December 2017, Kshs. 7.5 bitlion was
incurred in operational costs against Kshs.'l bitlion cotlected as revenue.
Additionatty, in 2018, Kshs. 14 biltion was incurred to run the project against Kshs.

5.5 bittion that was generated as revenue.

10. the project's economic viabitity is questionabte even though the cargo volumes had
increased by 4,'159 tonnes in 2019 which, according to him, was attributed to a joint
directive by the Kenya Revenue Authority (KRA) and Kenya Ports Authority (KPA)
requiring atl imported cargo leaving the port of Mombasa to use the SGR and be
cteared at the lntand Container Depot (lCD) in Nairobi.

11. Over the years, the project's financial position has deteriorated, resutting in an
accumutation of pending bitts that were frequently paid through midyear budget
reviews, and the project's operating costs atways outpaced its earnings. He cited
that the Miscetlaneous Fees and Levies Act, 2016 and Customs and Exercise (Raitway
Devetopment Levy Fund) Regutations were amended in May, 2020 to permit the
usage of funds in the Railway Development Fund to cater for the operational
expenses of the SGR.
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12. Petitioner prayed that the National Assembty through the Pubtic Petitions
Committee interrogates the Kenya Railways Corporation (KRC) and other relevant
state departments on the general operations and the revenues collected by the
Kenya Raitways Corporation and makes appropriate recommendations.

3.2. Ministry of Roads and Transport and the Kenya Railways Corporation

Vide letters Ref: MOT&C/ADM/03417/2 VOL.I(36) and Ref: KRICSIMDI3/242 Vot.ll dated
13th Juty, 2023 and 1Oth Juty, 2023 respectivety, the then Cabinet Secretary for Roads and
Transport, Hon. Kipchumba Murkomen, EGH and the Managing Director of the Kenya
Raitways Corporation, Mr. Joseph Mainga, EBS, forwarded written submissions and stated
as foltows -

13. The Mombasa-Nairobi Standard Gauge Raitways (SGR) operations were commissioned
on 31st May, 2017.

14. The number of containers hauled to Nairobi from the port of Mombasa daily using
SGR services and the amount charged for each container hauled was an average of
800TEUs of containers from the port of Mombasa to Nairobi ICD as tabulated betow -

Table 1: No. of containers hauled daily and their chorges

'15. The number of empty containers that leave Nairobi to Mombasa daity using SGR

services and the amount charged for every empty container hauled was an average
of 455 TEUs. The transport charges are USF 50 for a 20-ft empty container and USD

75 for a 40-ft empty container between Nairobi and Mombasa Port.

'15. The number of passenger trains that leave Nairobi to Mombasa and Mombasa to
Nairobi daity by SGR was a tota[ of six trips per day and the average number of
people each tra'in carries is one thousand two hundred (1,200) and the amount paid
by each passenger Kshs.l,000 for Economy Ctass and Kshs.3,000 for First Ctass. The
service has moved a total of 9,923 trains and 10,392,271 passengers as of 30th June,
2023.

17. The operations and maintenance services were contracted in the interim to the
contractor, China Road and Bridge Corporation (CRBC) as the country buitt its
capacity to operate and maintain the SGR. The term of the original operations and
maintenance services contract between Kenya Raitways and CRBC was for 10 years
effective 3'lst May, 2017.

18. The Nairobi -Naivasha SGR transit service was inaugurated on 'l6th October, 2019 and
the original Operations and Maintenance Services were varied to include this service.

9

Rail Route Rate USD/Container
2OFT 40Fr

0-30 Tons Above 30 Tons 0-30 Tons Above 30 Tons
Kitindini-Nairobi 500 600 630 780



19. Through a Novation Agreement dated 31st December, 2019, the rights, obligations
and liabitities of the Operator towards KR were assumed by Africa Star Raitway
Operating Company (Afristar).

20. To achieve the financiaI sustainabitity of the Mombasa-Nairobi-Naivasha SGR

operations, KR/GOK conctuded renegotiations of the terms of the SGR O&M contract
in June 2020 which culminated in the execution of the Amended and Restated
Operation and Maintenance Services Agreement between KR and Afristar for 23
months effective lst Ju[y, 2020.

71 .ln 2020, the Agreement was amended to allow phased takeover/hand back of SGR

functions. Parties then signed an O&M Technical Services Support Agreement with
Afristar for the functions where KR required technical support.

22. Effective 'lst June, 2022, KR Management took over forty out of the fifty-two SGR

Operation and Maintenance functions in the broad areas of transport locomotive and
rotling stock, track and Signatting, Communication, Electricity and lnformation
(scrEr).

23. Currently, most SGR services and functions are managed by KR onty a few functions
which KR or [oca[ market/entity lack equipment, professional personnel or enough
know-how need to be sub-contracted to foreign companies e.g. track large
machinery tamping service is subcontracted from Chinese Company named Ruver as

no such equipment can be found in Kenyan markets.

24. There are fifty-two (52) SGR and O&M functions in totat, forty-six (46) of the totat
area under KR now and onty six functions are under Africa Star Raitway Operation
Company (Afristar) and one of the functions (Raitway Signal System O&M) witt be
taken over by 31st December, 2024 and the other five (Passenger Train Operation
Freight Train Operation, Dispatch Centre Service, Train Marshatling and Organization
Service in Nairobi Terminus and Port Reitz Station wi[[ be taken over by the end of
2025 as the Localization is going on.

25. But within the 46, there are stitl a few functions which need to be maintained by the
OriginaI Equipment Manufacturer (OEM) i.e. locomotive and rol[ing stock
maintenance and information and communication systems maintenance and are
outsourced through Afristar. These can be taken over any time when more Kenyan
engineers are fulty trained to manage such functions.

26. A totat amount of USD 5,320,646 monthty and USD 63,847,752 annuatty is owing to
Afristar. This amount witt be reduced considerabty when KR takes over the remaining
functions.

27. Currentty, Mr. Li Qiang and Mr. Li Jiuping are the Managers and atl are Chinese
nationals.
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28. Direct procurement of Afristar Company was done in accordance with the Pubtic
Procurement and Asset Disposal Act, 2015, sections 103 ctauses I and 2 (b) and (d)
provide that direct procurement may appty in the fo[owing instances -

"A procuring entity moy use direct procurement os ollowed under sub-
section (2) as long os the purpose is not to avoid competition" ond ...o
procuring entity moy use direct procurement if ony of the following are
satisfied;

103(2)(b) ,.there is an urgent need for the goods, works or services and
engaging in tendering proceedings or ony other method of procurement
would therefore be improcticol, provided thot the circumstances giving
rise to the urgency were neither foreseeoble by the procuring entity nor
the result of dilotory conduct on its port" or

103(2) (d).... the procuring entity, hoving procured goods, equipment,
technology or services from o supplier or contractor, determines that
additional supplies sholl be procured from that supplier or contractor for
reosons of stondardization or because of the need for compotibility with
existing goods, equipment, technology or services, toking into occount the
effectiveness of the originol procurement in meeting the needs of the
procuring entity, the limited size of proposed procurement in relation to
the originol procurement, the reosonobleness of the price ond the
unsuitability of olternatives to the goods or services in question.

29. Based on the above requirements, KR engaged the Operator due to the following
reasons -

(i) The operator, Afristar, has been operating and maintaining the SGR since its
inception in May, 2017 to ensure safe and seamless continuity of operations
and completion of the skills transfer in the safety-critica[ areas for the
identified functions in SGR;

(ii) The tocatization program fie the SGR was heavily affected by the Covid
pandemic and the operator was unable to carry out skilts transfer and
tocalization for 2 years as per the ptan given the specific nature of the
technical skitls required in the safety-critical functions of the SGR and the
required duration for the skitts transfer beyond a period of 5 years as per the
standard operating procedures and the expected date of termination of the
contract being 31't August, 2022, there was an urgent need for the
engagement of the operator to continue with the localization program and
provide services even as they completed the pending renewal works and
engaging in other procurement methods woutd be impractica[ and

(iii)The circumstances giving rise to the urgency for the engagement were neither
foreseeabte by KR nor the resutt of dilatory conduct on KR's part.

(iv)KR has continued to buitd capacity to operate and maintain the SGR since 2017
through training and skilts transfer. Almost atl other services are procured

11



locatty such as cteaning services, fuet, battast, etevator maintenance, AC
maintenance, grass control fire extinguisher and FAS System maintenance
among others. KR has tried its best to take care of the locat entities and the
interests of Kenya.

30. SGR passenger fares have never been reviewed since operations commenced in 2017,
this is despite having positioned them as introductory rates upon the launch of the
services. However, changes in fuel prices and other factors that led to significant
increases in the cost of running the service, the Corporation has proposed a review
of passenger fares to reflect the change in a business environment. The proposat was
to increase the economy ticket to Kshs.'l ,500 and the First-Ctass ticket to
Kshs.3,500. The proposal was stitt waiting for approval. KR was also working on a
proposa[ to review the haulage charges upwards to cover the increased cost of
operations.

Revenue and Costs Anal is for the eriod 2O17 to 2023

Table 3: SGR Revenue ond Costs Analysis from 2017-2023

Performance of SGR in terms of volumes since ince ion in 2018

Revenu€ x

't,332,458,057 1 ,758.129 ,324 1 ,245,524,892 1,369,714,150 2,613,005,754 2,779,808.415Passenger

1,581,019,730 8,379,601,042 11,984,150,318 13,070,810,592 13,366,692,938 13,155,796,420Freighl

44,160,809Rental lnmme 136.000 17,879,958 55.577.426 32.943,548 33,434,r97

Parking 12,453,800 58,881,550 39,334,345 34,357,553 57,194,574 55,633,796

100,000 640,357 422,797others

Tolal Rovonue 2.926.067.5E7 'l 0.21 1.491 .87'l t3.324.696.981 14.507,825.953 16.071.0'17.8r9 t6,035,842,238

Cort
14,219,326,564 13,466,308,201 9,906,153,008&Operations

Mainlenance
13,2M,813,579 16,727,513,783 18,137,599,080

Seorrity 157.642,035 271,932,023 2U.2U,207 255,178,984 290,783,903

&Advertising

Promotions

157,279,882 39.185,095 10,938,126 7,427,666 7,887,399 10,567,920

Offce & Admin.
Exo€nses

847.399 1,488,202 2,001,319 7,748,107 9,915,349 12 091 837

482,875,835 (1,768,316) 224,840,609 186,641,938 298,580,563lnsurance Exp€nse

28,373,560 12,339,700 12,fi2,557 12,362,557Channel occupancy 9,692, r 70

2,822,9't5,663 3,978,230,389 4,974,313,978Fuel Cosl

23,103,955 371,130,095SGR Electricity

't8,449,075,822 r7,578,882,5r6 17,939,628,774 15,875983,860Totrl Cort 't3,422,9{0,861 17,418,397,120

FINANCIAL YEARS CONTAINER
TEUS

CONTAINER
TONNAGES

CONVENTIONAL
CARGO
TONNAGES

EXPORT
TONNAGES

TOTAL CARGO
TONNAGES

121,582 950,396Jan l&June, 20l8 73,318 950,396

M1,911 4,009,703TOTAL 18. m19 376,830 3,954,832 54,871

523,689 4,122,858TOTAL 19.2020 409,932 3,970,434 152,424

1,157,373 639,503 5,145,677TOTAL 20 - 2021 451,512 3,988,304
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to1AL21-mn 438,598 4,007,370 1,569,005 659,362 5,666,375

TOTAL 22.202:t 412,732 3,542,974 2,#2,2fi 685,548 6,295,254

TOTALTOI{I{ES 2,10/i.,92 m,90+310 5r85,953 3,071,$5 26,190,263

Table 2: Performance of SGR in terms of volumes
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PART FOUR
4. COMMITTEE OBSERVATIONS

31. Upon hearing from the Petitioner, KRC and the Ministry of Roads and Transports, the
Committee observed that-

(i) The SGR project was conceptuatized by the Governments of Kenya, Uganda,
Rwanda and Southern Sudan through the ratification of a protocol in 2014 to
construct a Standard Gauge Raitway (SGR) that connected the Port of Mombasa to
Kampala, Kigati and Juba. Therefore, each country was to devetop a raitway
within its borders to ensure seamtess operation across the borders of the four
countries and reduce transportation and production costs.

32. The Kenyan section was to be imptemented in phases, namety Phase 1 covering the
Mombasa-Nairobi stretches which was completed and commissioned in May, 2017
both for Passenger and freight services and Phase 2, which was divided into 3 sub-
phases as fottows:

Phase 2A - Nairobi - Naivasha;
Phase 28 - Naivasha-Kisumu including the devetopment of a new high-capacity
port at Kisumu; and
Phase 2C - Kisumu-Malaba.

33. The Mombasa - Nairobi SGR (Phase 1) covering 472 Km was compteted and
commissioned on 31st May 2017. The Contract value of the project amounted to USD

3,804 mittion of which 10% was financed by the Government of Kenya and 90% by the
Exim Bank of China.

34. Phase 2A (Naivasha-Nairobi), covering 120 Kitometres, had a contract vatue of USD

1,482 million, of which 15% was to be financed by the Government of Kenya and
85%, amounting to USD 1,260 million, was to be financed through the China Exim
bank. ln addition, an insurance cost of USD 137 mittion was added to this [oan,
bringing the total loan SGR phase 2A to USD 1,397 mittion.

35. The number of containers hauted to Nairobi ICD from the Port of Mombasa daity
using SGR services was 800 TEUs of containers and the transport charges were USD

550 for 20FT containers and USD 705 for 40FT containers.

36. The number of empty containers that leave Nairobi to Mombasa daity using SGR

services was 455 TEUs and the transport charge for every empty container was USD

50 for 20 FT and USD 75 '(or 40 FT.

37. The number of passenger trains that leave Nairobi to Mombasa and Mombasa to
Nairobi daity by SGR was a total of six trips per day, with the average number of
peopte carried by each train being one thousand two hundred (1,200), and the
amount paid by each passenger was Kshs.1,000 for Economy Class and Kshs.3,000 for
First Ctass, resutting in a total ol 9,923 trains and a total of 10,392,271 passengers as

of 20th June, 2023.
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38. Over time, the project's financia[ position deteriorated, resutting in an accumulation
of pending bitts that were frequentty paid through midyear budget reviews, and the
project's operating costs always outpaced its revenues. For instance, currentty, the
total amount owed to Afristar, is USD 63,847,752 annuatty, USD 5,320,646 monthty
and the same could go higher if the totat handover of the company's functions to
KRC is not completed by 3'lst December in 2025 as contained in their Agreement.

39. Regarding the project's feasibitity and viabitity based on its performance since
commencement, the operating deficit has steadity reduced from Kshs. 10.496
billion in FYZ017 118 to Kshs.1.869 billion in FY2021 12022 before making a surplus
of Kshs.159 million in FY207212023. This indicates an increase in revenue
collection, which coutd be linked to the revision of passenger tariffs and the
increase in container hauling. Therefore, the surplus is an indication of a positive
trend and improvement as shown in the tabte betow-

Anal sis of Revenues and Ex nditures in Ken a Shillin s

Source; KRC

40. The petitioner's ctaim that the project faited to break even at the time of fiting the
petition is true. The total revenues generated from FY2017 12018 to FY2022/2073
were Kshs.73,079,9 42,452, with total operational expenses of
Kshs.100,684,908,951. The operational costs from FY2017/18 to FY2022123
surpassed the revenues coltected by Kshs.27,604 ,966,499.

41 . ln a bid to reduce the Operation and Maintenance functions cost, effective 1't June,
2022, KRC Management took over forty (40) out of the fifty-two (52) SGR functions.
KRC atso sub-contracted the remaining twelve services to foreign companies because
it lacks equipment and professional personnel.

42. Operations and Maintenance (O&M) Services were temporarity contracted to China
Road and Eridge Corporation (CRBC) for ten (10) years beginning May 31, 7017, as
the KRC continued to improve its capacity to run and maintain the SGR. KRC is in the
process of training engineers to take over locomotive and rotling stock maintenance
and information and communication systems maintenance, which are currently
outsourced through Af ristar.

2021-22 2022.23Head 2017-18 2018.19 2019.20 2020.21

Tolal Revenue 2,926.067,587 10.214.491,874 13,324,696,981 14,507,825,953 16,071,017,820 16,035,U2,237

17.939.628.772 1s.875,983,861Total Cost 13,422,940,860 17 ,418,397 ,120 18 A49,07 5 ,822 17,578,882,516

Surplus/Deticit (10.496.873.273) 0.203.905.2/t6) (5.124.378.841) (3,071.056.563) fl,868,6r0,952) 159,858,376
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PART FIVE

5.0 COMMITTEE RECOMA4ENDATIONS

43. Pursuant to the provisions of Standing Order 227 and in response to the prayer that
the Committee interrogates the Kenya Railways Corporation (KRC) and other
relevant state departments on the general operations and the revenues cottected by
the Kenya Railways Corporation, the Committee recommends that the Kenya
Railways Corporation-

(i) Puts appropriate measures in place to ensure it takes over the
remaining functions of operations and maintenance of the SGR by
December 2025 to reduce operational costs.

(ii) lnvests in the development of professional capacity of the technical
employees to ensure that the subsequent phases of the project are
finalized in line with the Medium-Term Plan lV of Vision 2030.

(iii) Publishes the quarterly financial reports of the Standard Gauge Railway
(SGR) on its official website detailing a breakdown of revenue
collections operational costs and sources and the amount of any
financial support, to enhance transparency and accountability; and

(iv) Diversifies its services by offering loyalty programmes and special
packages for various grou s such as students, senior citizens, and
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Annex 1 :

Annex 2:

Annex 3:

Annex 4:

Annex 5:

ANNEXURES

The Adoption List

Public Petition No. 03 of 2023 regarding Management of SGR Services.

Minutes of the 48th Sitting hetd on Thursday, 1Oth August, 2023

Letter Ref: KR/CS|MD13/T42 Vol. ll dated 10th Juty, 2023 by the Kenya
Rarlways Corporation

Letter Ref: MOT&I/C/ADMl034/712 VOL.1 (36) dated 13thJuty, 2023 by the
Ministry of Roads and Transport

Annex 6: Minutes of the 59th Sitting hetd on Friday, 8th November, 2024
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REPUBLIC OF KENYA

THE NATIONAL ASSEMBLY
THIRTEENTH PARLIAMENT - THIRD SESSION - 2024

PUBLIC PETITIONS COMMITTEE

ADOPTION SCHEDULE
OF THE REPORT ON CONSIDERATION OF PUBLIC PETITION NO. 03 OF 2023
REGARDING THE MANAGEMENT OF STANDARD GAUGE RAILWAYS SERVICES

g{l}
DATE o'./ € pg uL 7e)t

We, the undersigned Honourable Members of the Pubtic Petitions Committee, do hereby
affix our signatures to this Report on the consideration of Public petition No. 03 of
2023 Regarding the Management of Standard Gauge Railways Services to confirm our
approval and confirm its accuracy, vatidity and authenticity:

NO. NAME DESIGNATION SIGNATURE

1 Hon. Nimrod Mbithuka Mbai, M.P. Chairperson tffi
7 Hon. Janet Jepkemboi Sitienei, M.P. Vice Chairperson

3 Hon. Patrick Makau King'ola, M.P. Member

4 Hon. Joshua Chepyegon Kandie, M. P. Member

5 Hon. John Watter Owino, M.P. Member

6 Hon. Ernest Ogesi Kivai, M.P. Member

7 Hon. Maisori Marwa Kitayama, M.P. Member
I

8 Hon. Edith Vethi Nyenze, M.P. Member

9 Hon. Bidu Mohamed Tubi, M.P. Member A'wi{7*
10. Hon. Caleb Mutiso Mute, M.P. Member V

11 Hon. (Eng.) Bernard Muriuki Nebart,
MP

Member I'k',L#"--
12. Hon. Peter Mbogho Shake, M.P. Member /\,KTW
13. Hon. Suzanne Ndunge Kiamba, M.P. Member

14. Hon. John Bwire Okano, M.P. Member

15. Hon. Sloya Clement Logova, M.P. Member



REPUBLIC OF KENYA

THE NATTONAL ASSEMBLY (SECOND SESSTON)

CONVEYANCE OF PUBLIC PETITION

(No. 3 of2023)

REGARDING THE MANAGEMENT OF THE SGR SERVICES

l.Honourable Members, Afticle 119 of the Constitution gives right to any
person to petition Parliament to consider any matter within its authority.
Further, Standing Order 225(2)(b) requires the Speaker to report to the
House any Petition, other than those presented by a member.

2.In that regard, Honourable Members, I wlsh to report to the House that
my office has received a petition from one Mr. Amos Nyasani regarding the
matter of the management of the Standard Gauge Railway (SGR) services.

3.The Petitioner states that in 2019, the Kenya Revenue Authority (KRA) and
the Kenya Ports Authority (KPA) jointly issued a directive for clearance of
transit cargo from the Port of Mombasa to Naivasha Inland Container Depot
(NICD). However, later in 2022 a new directive was issued to revert the
services back to the Poft of Mombasa Mombasa.

4. Honourable Members, the Petitioner is concerned about the lack of
transparency particularly pertaining to the revenues collected by the Kenya

Railways Corporation (KRC) for both passenger and freight services since
its inception.

5.The Petitioner states that efforts to get answers on the matter through the
Ministry of National Treasury and Ministry of Transport, Infrastructure,
Housing, Urban Development and Public Works and the Kenya Railways
Corporation have not been forthcoming.

7



6. Honourable Members, the Petitioner therefore prays that the National
Assembly interrogates the Kenya Railways Corporation (KRC) and other
relevant state departments on the general operations and the revenues
collected by the Kenya Railways Corporation (KRC).

7. Honourable Members, having established that the matter raised in the
Petition is well within the authority of this House; and fufther, that the
matters raised in this Petition are not pending before any court of law,
constitutional or legal body, I hereby commit the petition to the public
Petitions Committee for consideration pursuant to Standing Order 2084.

B.The Committee is required to consider the petition and repoft its findings to
the House and to the Petitioner in accordance with Standing arder 227(2).

I thank you.

THE RT. HON. os ETANG'ULA, EGH, MP
PEAKE I NA

oate.. .. . fl, * :...0. *.:. ?9?..3

2



Thirteenth Parliarnent Second Session

REPUBLIC OF KENYA

THE NATIONAL ASSEMBLY

MINUTDS OF THE 48T[I SITTING OF THE PUBLIC I'ETITIONS COMMIT:IEE HELD
ON THURSDAY. AUGUST IO.2023.IN COMMITTEE ROOM 12. MAIN PARLIAMENT
BUILDINGS AT I2.OO NOON

PRESENT

L Hon. Nimrod Mbithuka Mbai, M.P.
2. Hon. Joshua Chepyegon Kandie, M.P
3. Hon. John Bwire Okano, M.P.
4. Hon. (Eng.) Bernard Muriuki Nebart, M.P.
5. Hon. Peter Mbogho Shake, M.P.
6. Hon. Suzanne Ndunge Kiamba, M.P.

Chairperson

APOLOGIES
I . Hon. Janet Jepkemboi Sitienei, M.P.
2. Hon. Patrick Makau King'ola, M.P.
3. Hon. Emest Ogesi Kivai, M.P.
4. Hon. Edith Vethi Nyenze, M.P.
5. Hon. John Walter Owino, M.P.
6. Hon. Caleb Mutiso Mule, M.P.
7. Hon. Maisori Marwa Kitayama, M.P
8. Hon. Bidu Mohamed Tubi, M.P.
9. Hon. Sloya Clement Logova, M.P.

Vice Chairperson

IN ATTENDANCE
l. Ms. Esther Koimett Former Principal Secretary, State Department of

Broadcasting and Telecommunication

2. Mr. Amos Nyasani

SECRETARIAT

Petitioner on the Standard Gauge Railway

l. Mr. Samuel Kalama
2. Ms. Anne Shibuko
3. Ms. Miriam Modo
4. Mr. Shadrack Omondi
5. Ms. Patricia Gichane
6. Mr. Martin Sigei
7. Ms. Lilian Mburugu
8. Ms. Joyce Kakya
9. Mr. Nirvana Kimutai

Principal Clerk Assistant
Clerk Assistant I
Clerk Assistant I
Legal Counsel II
Legal CounseI II
Research Officer III
Media Relations Officer III
Hansard Repo(er III
Audio Officer

MIN./PPET C120231308: PRELIMINARIES

The Chairperson called the meeting to order at 10.15 a.m. and Hon. Peter Mbogho Shake, M.P
the prayers.



MIN./PPETc/2023t309: ADOPTION OF AGENDA
l. Prayer
2. Adoption of the Agenda
3. Confirmation of minutes of Previous Sittings
4. Matters Arising
5. Consideration of Public Petition No. 4 of 2022 regarding Funds Spent by National

Government Contrary to Provisions of Article 223 of the Constitution
-Meeting with the former Principal Secretary, State Departn ent of Broadcasting and
Telecommunicalion

6. Consideration of Public Petition No. 3 of 2023 regarding Management of SGR
Services
-Meeling with the Pelitioner

7. Any other Business
8. Adjournment & Date of Next Meeting

Thereafter, the proposed Agenda of the Meeting was adopted to constitute business having been
profosed by Hon. Suzanne Kiamba, M.P. and seconded by Hon. Peter Mbogho Shake, M.P.

MIN. |PPETCl2023l3l0t CONFIRMATI ON OF MINUTES OF PREVIOUS SITTING

MIN./PPE

The Agenda was deferred.

TC/2023t311: ATTE,RS ARISING
There wcre no matters arising

MIN./PPETc/2023t312: CONS IDERATION OF PUBLIC ETITP ION NO. 4 0F 2022
REGARDIN G FUNDS SPENT BY NATIONAL
GOVERNME CONTRARY TO PROVISIO NS OF ARTICLE
223 OF THE CONSTITUTION

Ms. Esther Koimett, the immediate former Principal Secretary State Department of Broadcasting
and Telecommunications in the Ministry of ICT, Innovation and Youth Affairs appeared before the
Committee and submitted as follows: -

II

Under the Executive Order on the Organisation of Govemment in operation at the time of
the transaction, Telkom Kenya Ltd. (TKL) was placed under the State Departrnent for
Broadcasting and Telecommunication as the State Department in charge of
telecommunications policy under the Ministry of ICT.

She did not deal with the transaction which is the subject of the inquiry and was not aware
of it until it came to the public domain through media reports.

To the best of her knowledge, the State Department was not involved in the transaction
related to the purchase of shares of a co-investor in TKL. This was a shareholder matter that
fell under the purview of the National Treasury as the Ministry with the legal powers for
such a transaction, under the Cabinet Secretary to the National Treasury Incorporation Act
(Cap l0l ) ofthe Laws of Kenya.

Committee concerns
a) Ministry in.charge of the transaction

The Committee inquired as to why she did not have information on the matter yet the subject matter
fell under her docket.
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The er Princi responded that the Government holds 40 percent shareholding in
Telkom. The tmnsaction was a shareholder transaction, meaning that the funds for transaction of
this nature are provided directly by the National Treasury.

The Committee further inquired on who was the right person to provide the relevant
information;she explained that the then Principal Secretary, National Treasury would be the right
person to provide information on the matter.

b) Investment decisions ofTelkom
The Committee inquired which Ministry would be responsible for a decision in which Tetkom
Kenya was to float shares. Ms. Koimett responded that the exercise would be managed by the
National Treasury as the Ministry with the legal powers to deal with shareholder matters. This
procedure is provided for under the Cabinet Secretary to the Treasury Incorporation Act. In
addition, the provisions of the Company Law would apply.However, the National Treasury may
request for professional opinion from the Ministry in handling the matter as and when necessary.

c) Legality of the transaction
The Committee was concemed whether it was proper for a transaction of such magnitude to take
place without her as the accounting officer not being involved.The former PS stated that if it was a
policy matter, the responsible Ministry would be involved but since the matter relates to ownership,
acquisition and sale, it was in order for the National Treasury to carry out the transaction without
involving the line Ministry.

d) Categorization of Telkom
The Committee inquired whether Telkom is a state corporation. Ms. Koimett explained that an
entity is considered to be a State Corporation where Govemment shareholding was 50 plus I
percent. In the case of Telkom, Government shareholding was 40 percent so it cannot be
considered as a State Corporation as per the provisions of the State Corporations Act. Telkom is
categorized as a private company and considered as a government linked corporation by the Public
Finance Management Act.

e) Expenditure of Kshs 6 Billion
The Committee asked Ms. Koimett if she was able to account for the Kshs. 6 Billion that was
incurred on the transaction. Ms. Koimett explained that she was an accounting officer for money
allocated to the vote of the State Department by Parliament. In this case, the Kshs. 6 Billion was not
part of the money that was allocated to her state Department, but to the National Treasury.
Therefore, the then PS for National Treasury would be able to account for expenditure ofthe funds
as the transaction related to the purchase ofshares ofa co-investor in TKL.

fl ll/hether the privatization process was a policy decision
The Committee sought clarification on whether the privatization of Telkom that took place in 2007
was a policy decision.
Ms. Koimett explained that the privatization programme goes back to a policy paper of 1992 which
proposed privatization of state enterprises. Out of the proposed 240 enterprises, 33 of them were
considered strategic corporations hence not privatized and 20'l were privatized.

In the year 1998 reforms, the then Kenya Posts and Telecommunications was split into Telkom and
Postal Corporation. The regulatory function was thereby removed from the State Corporations and
Communications Authority formed at the time.

3



The National Treasury was in charge of the privatization process but the line Ministry was in the
taskforce from policy perspective, not shareholder perspective.

g) Shareholder representing the Government at the time
I'he Committee inquired on who was the shareholder representing the Government in the
transaction.

The former PS explained that, it was the Cabinet Secretary, National Treasury under the provisions
ofCap l0l Laws ofKenya, Cabinet Secretary to the Treasury (lncorporation) Act.

h) Handover process to the Ministry
The Committee asked whether there was a handover of Telkom to the Ministry.

Ms. Koimett explained that there was none because the company continues to exist as before,
except for the change in shareholding which changes govemment's role to approval of budgets and
borrowing and other provisions under the State Corporations Act

Committee llecommendations

The Committee resolved to: -

Invite Telkom Kenya to make its submissions on the matter before the Committee and
provide copies ofshare transfers, sale agreements, financial and the legal opinion; and

lt. Invite the National Treasury to make its oral submissions on the matter, despite having
presented written submissions to the Committee.

MIN./PPETC/20231313: CONSIDERATION OF PUBLIC PETITION NO. 3 OF 2023
REGARDING MANAGEMENT OF SGR SERVICES

The Petitioner, Mr. Amos Nyasani appeared before the Committee and submitted as follows: -

The Mombasa-Nairobi Standard Gauge Railway (SGR) has failed to break even since its
inception in June 2017 despite the government projecting 2019 as the breakeven year. Over
KShs. 477 billion in loans from the Export and Import (Exim) Bank of China to be paid by
the taxpayer, has since been spent on the SGR that now extends to Naivasha.

ll. The Parliamentary Budget Office (PBO) in a report on the budget options for Financial Year
202112022 indicated that for the fourth year running, SGR operational costs remained high
amid dwindling revenue streams raising questions over the feasibility ofthe project that cost
the taxpayers billions of shillings. The Office notes that rail transport remains the best
alternative fol cargo haulage and long-distance passenger travel.

Failure to break even is an indication that the cost of running the SGR line far outweighs the
revenues generated. This is despite the PBO report indicating that SGR contributed greatly
by hauling cargo and passengers between Mombasa and Nairobi. This means that the project
cannot sustain itself without the government chipping in, as the revenues generated since
inception cannot meet the operational costs.

lll
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tv. The Parliamentary Budget Office (PBO) document indicates that between January and May

2022, the cost of operating the SGR was Kshs. 7.5 billion compared to the Kshs. 5 billion
that was realized in revenue-

The cost of running the SGR was the highest in 2019, hitting Kshs. l8 billion against the
Kshs. 13.5 billion in revenues generated for the year.

ln 2017 and 2018, the cost of operating the SGR far outweighed the revenue streams. In
2018, Kshs. l4 billion was the amount incurred to run the project against the KSh5.5 billion
that was generated. Between June and December 2017, Kshs. 7.5 billion was incuned in
operational costs against Kshs. I billion in revenue.

vlt. The emergence of the PBO data raises questions on whether the project is economically
viable for the country or whether it was a bad investment. This is notwithstanding that in
2019 there was an increase in cargo volumes- ferrying 4,159 tonnes in2019.

vlll. The increase in cargo volumes was precipitated by the Kenya Revenue Authority (KRA)
and Kenya Ports Authority (KPA) joint controversial directive that all imported cargo
leaving the port of Mombasa to use the SGR and be cleared at the Inland Container Depot
(ICD) in Nairobi.

lx I{is intention is to try and find out what is really preventing SGR from breaking even.

Committee Concerns
a) Statistics used to support his petition

The Committee inquired on any additional data that the petitioner had used to argue his case

The Petitioner responded that he had relied on the report generated by the Parliamentary Budget
Office that shows that the costs of running the SGR outweigh the income generated.

b) Aspects of management that he is concerned about
The Committee asked the petitioner to summarise three key aspects of the petition

The Petitioner stated that the feasibility study showed SGR was to make profits but it was
inaccurate. In addition, the manner of procurement of the company managing the Standard Gauge
Railway was not competitively done.

The Petitioner was of the opinion that incompetence of management was a major factor in
management of the revenue generated. Further, there was no public record of the performance of
the SGR in terms of passengers and cargo and the maintenance costs incurred in running the
railway.

c) Possible dction to be taken by the Committee
The Committee asked the petitioner what his expectation after the Committee considers the petition.
The petitioner responded that the Committee would make the determination based on its findings.

Committec Recommendations
The Committee should seek to interrogate -

vl
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There being no other business, the Chairperson adjourned the meeting at 02.00 p.m. The next
meeting would be held on Thursday, I ltn August 2023 at 03.00 pm.

(a) the Ministry of Transport and Kenya Railways Corporation to provide information in
terms of the prayers seeking specific information on -

i.) the number of containers hauled to Nairobi from Mombasa on a daily basis using
the SGR services and amount charged for each contained hauled.

ii.) the number of empty containers that leave Nairobi for Mombasa on a daily basis
using SGR and the amount charged for every empty container hauled.

iii.)the number of passenger trains that leave Nairobi to Mombasa on a daily basis,
the average number of passengers each train carries and the amount each
passenger pays in terms ofthe cost oftickets.

iv.) what they know about the opinion ofthe Solicitor-General on the management of
the SGR services in the country, more so, the cost of the passenger tickets from
Nairobi to Mombasa as well as the freight charges from Mombasa to Nairobi.

v.) the implementation status of the Solicitor- General opinion on the SGR services,
the challenges encountered along the way in implementing the opinion and the
way forward.

(b) The National Treasury to explain to the Comnittee how much is paid to the company that
manages the SGR services on a monthly basis, the name of the company and its directors,
the duration ofthe contract, how it was procured and what motivated KRC to outsource a
foreign company at the expense ofthe local entities.

N.tPPETCl2023l3l4: ADJOURNMENTANDDA OF THE NEXT MEETING

Sign: ............
(cHATRPERSON)

Date 01 r( *oAL
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Ref : KR/CS/M D 131242 Y ol.ll

The Clerk of the National Assembly
The National Assembly
Office of the Clerk
Main Parliament Building
NAIROBI

I
Dear 3i 1 rl

Date: 1oth July,2023

i';A'[IOIr]A!. r'';
HEr_r;,i,:-,

l3 JUL 2023

CLEII!' ,> u! I L.

p O 1l,,"r .: ip,!2 -, iir.(rEl

,,'i 
I

I

ss
RE: MEETING WITH THE PUBLIC PETITIONS COMMITTEE

REGARDING MANAGEMENT OF STANDARD GAUGE RAILWAY
SERVICES

We refer to your letter Ref: KNA/DLPS/PPETC/CORR/2O231130 dated 26rh

June 2023, requesting for information on the mana
Gauge Railway Services:
Mr. Chairman, we wish to respond as follows;

1. lntroduction l{ JUL 2023

Mr. Chairman, the Mombasa- Nairobi Standa 'ww"lBHIryhU?($',$'*'
operations were commissioned on 31"1 May,2017

The revenue collected since inception of the service to end of June, 2023 is
Kshs. 73,079,942,452.00as highlighted in Annexure 1.

2. Number of containers hauled to Nairobi from the Port of Mombasa on a
dailv basis usino the SGR services and the amount cha roed for each

\A'I'IONAL ASSEMI]I,\
RECEIVED

B
container hauled.

Mr. Chairman, below is the performance of SGR in terms of volumes since
inception in 2018

FINANCIAL
YEARS

CONTAINER
TEUS

CONTAINER
TONNAGES

CONVENTIONAL
CARGO

TONNAGES

EXPORT
TONNAGES

TOTAL
CARGO

TONNAGES
Jan l8_ June

2018
76,318 950,396 't21,582 950,396

TOTAL 18 2019 376,830 3,954,832 9,871 141,9',t1 4,009,703
TOTAL 19 2020 409,932 3,970,434 152324 523,689 4,122,458
TOTAL 20 2021 451 ,512 3,988,304 1,157,373 639,503 5,145,677
ror AL 21 2022 438,598 4,097,370 1,569,005 659,362 5,666,375
TOTAL 22 2023 4',t2,732 3,942,974 2,352,280 685,5/t8 5,295,254
TOTAL (TONS) 2,165,922 20,904,310 5,285,953 3,071,595 26,190,263

All coraspond6nco should b€ addrass€d to tho Managing Diroctor
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SGR hauls an average of 800 TEUs of containers daily from the Port of

Mombasa to Nairobi lCD. The transport charges is as per below tariff'

Rail Route

Rate US$/ container
20 FT 40 FT

0-30
TONS

ABOVE 30
TONS

0-30
TONS

ABOVE 30
TONS

Kilindini - Nairobi 500 600 630 780

3. Number of emotv containers that leave Nairobi to Mombasa on a dailv

basis usino SGR and the amount charoed for everv emotv container

hauled

The number of Empty containers moved from Nairobi to Mombasa on a daily

basis by SGR service is an average of 455 TEUs. The transport charges is

Usd50 for 20FT empty container and Usd 75 tor 4OFT empty container

between Nairobi and Mombasa Port.

4. NumberofDassenoer trains that leave Nairobi to Mombasa (and Mombasa

to Nairobi) on a dai lv basis. the avera oe number of oassenqers each train

carries and the amount each oassenoer oavs in terms of the cost of tickets

Mr. Chairman, the Madaraka Express Passenger Service commenced in

2018 with the initial four (4) trips operated between Mombasa and Nairobi.

An additional night trip was introduced in January 2021 bringing to a total of

six (6) trips per day. The average number of passengers per trip is '1 ,200.The
fares which have remained the same since 2018 are; Kshs. 'l 000 for economy

class and Kshs. 3000 for the first class.
The service has since moved 9923 trains and 10,392,271 passengers as at

30th June, 2023.
The number of passengers moved is in the attached Annexure 2.

5. Number of Dassenoer trains that leave Mombasa to Nairobi on a dailv
basis. the averaoe number of oassenq ers each train carries and the

amount each passenoer oavs in terms of the cost of tickets

Response same as in Q.4 above.
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6. How much is oaid to the comoanv that manact es the SGR services on a
monthlv basis. the name of the com panv and its directors. the duration of
the contract. how it was Drocured and what motivated KRC to outsource a

s

foreion comoanv at the expense of the local entities.

Mr. Chairman, the Operations & Maintenance services were contracted in the
interim to the contractor, China Road & Bridge Corporation (CRBC) as the
country built its capacity to operate and maintain the SGR. The term of the
original operations & maintenance services contract between Kenya
Railways and CRBC was for a period of 10 years effective 31"1 May, 201 7.

The Nairobi-Naivasha SGR transit service was inaugurated on October '16,

2019, and the original O&M service was varied to include this service.

Through a Novation Agreement dated December 31, 2019, the rights,
obligations and liabilities of the Operator towards KR were assumed by Africa
Star Railway Operating Company (Afristar).

To achieve the Financial Sustainability of the Mombasa-Nairobi-Naivasha
SGR operations, KR/GOK concluded renegotiation of the terms of the SGR
O & M contract in June 2020. fhe renegotiation culminated in the execution
of the Amended and Restated Operation and Maintenance Services
Agreement between KR and Afristar for 23 months effective 'lst July 2020.

ln 2020, the Agreement was amended to allow phased takeover/handback of
SGR functions. Parties then signed O&M Technical Services Support
Agreement with Afristar for the functions where KR required technical
support.

Effective June 1, 2022, KR Management took over forty (40) out of the fifty-
two (52) SGR Operation and Maintenance functions in the broad areas of
transport, locomotive and rolling stock, track, and signalling, communication,
Electricity, and lnformation (SCEI).

Currently, the most SGR Services and functions are managed by KR, only
few functions which KR or local markeVentity lack of equipment, professional
personnel or enough know-how need to be subcontracted to foreign
companies. E.g. Track Large tt/achinery Tamping Service is subcontracted
from a Chinese Company Named Ruver as no such equipment can be found
in Kenyan market.

B
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There are 52 SGR O&M functions in total, 46 of the total are under KR now,

only 6 functions are under Africa Star Railway operation company (Afristar),

and .t of the function (railway signal system o&M) will be taken over by 31st

December 2024 and other 5 (Passenger Train Operation, Freight Train

operation, Dispatch center service, Train marshalling & organization Service

in Nairobi Terminus and Port Reitz station) will be taken over by the end of

2025 as the Localization is going on.

But within the 46, there are still few functions which need to be maintained by

the oEVl (original Equipment Manufacturer), i.e. Locomotive & Rolling Stock

maintenance and lnformation & communication systems maintenance, and

are outsourced through Afristar. These can be taken over any time when

more Kenyan engineers are fully trained to manage such f unctions.

Amount owing to Afristar

Currently, total amount owing to Afristar is USD 63,847,752 annually, USD

5,320,646 monthly, and the amount will be reduced as KR takes over the

remaining functions.

Directors of Afristar
The directors of Afristar are Mr. Li Gang, Mr. Li Qiang and Mr. Li Jiuping' all

are Chinese from CRBC.

Justification of Direct Procurement of Afristar

ln accordance with the Public Procurement and Asset Disposal (PPAD) Act,

2015 Section 103 Clause 1 and 2: (b) and (d) provides for when Direct

Procurement may be used as follows.

Clause 103. (1) "A procuing entity may use direct procurement as allowed

under sub-section (2) as long as the purpose is not to avoid competition."

Clause 103 (2) "A procuring entity may use direct procurement if any of the

fo I I ow i ng a re sati sfiedi

(b) . . . . "there is an urgent need for the goods, works or services, and engaging

in tendeing proceedings or any other method of procurement would therefore

be impracticat, provided that the circumstances giving ise to the utgency

were neither foreseeable by the procuring entity nor the result of dilatory

conduct on its part."

(d) "fhe procuing entity, having procured goods, equipment, technology or

serylces from a supplier or contractor, determines that additional supplies
Page 4 of 6
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shall be procured from that supplier or contractor for reasons of
standardization or because of the need for compatibility with existing goods,

equipment, technology or services, taking into account the effectiveness of
the original procurement in meeting the needs of the prccuing entity, the
limited size of proposed prccurement in relation to the oiginal procurement,
the reasonableness of the pice and the unsuitability of alternatives to the
goods or seruices in question."

Based on the above requirements, KR engaged the Operator, due to the
following reasons:

a) The Operator, Afristar has been operating and maintaining the SGR
since its inception inMay 2017. To ensure safe and seamless continuity
of operations and completion of the skills transfer in the safety critical
areas, it was therefore preferred to have Afristar as the Railway
Operator for the identified functions in SGR;

b) The localization program for the SGR was heavily affected by the Covid
19 pandemic where the operator was unable to carry out skills transfer
and localization for 2 years as per the plan. ln view of the specific nature
of the technical skills required in the safety critical functions of the SGR
and the required duration for skills transfer beyond a period of 5 years
as per the standard operating procedures, and the expected date of
termination of the contract being 31"t May 2022,lhere was urgent need
for the engagement of the operator to continue with the localization
program and provide services even as they completed the pending
renewal works, and engaging in other procurement methods would be
impractical; and

c) The circumstances giving rise to the urgency for the engagement were
neither foreseeable by KR nor the result of dilatory conduct on KR's
part.

Mr. Chairman, KR has continued to build its capacity to operate and maintain
the SGR since 2017 through training and skills transfer. Almost all other
services are procured locally such as the Cleaning Services, Fuel, Ballast,
Elevator [/aintenance, AC tVlaintenance, Grass Control and Fire Extinguisher
and FAS System maintenance. KR has tried its best to take care of the local
entities and the interest of Kenya.
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7. Whether KR plans to red uce or increase the cost of passenqer tickets and

haulaoe cha roES Der container in the comino davs

The passenger fares on SGR have not been reviewed since operations

commenced in2017, this is despite having positioned them as introductory

rates upon the launch of the services.

Owing to changes of fuel prices and other factors that have led into significant

increase in the cost of running the services, the Corporation has proposed a

review of passenger fares to reflect the changes in the business environment.

The proposal is to increase the economy ticket to Kshs. 1,500 and Kshs.

3,500 for the first class ticket. The proposal is awaiting approval.

KR is also working on a proposal to review the haulage charges upwards in

order to cover increased cost of operations.

8. The opinion of Solicitor-General on the manaq ement of the SGR services
in the countrv. more so . the cost of the oassenq er tickets from Nairobi to

Mombasa as well as the fre ioht charoes from Mombasa to Nairobi

Mr. Chairman, we are not aware of an opinion by the Solicitor General on the

cost of passenger tickets but we are willing to oblige to any advisory on the

same.

Mr. Chairman, lsubmit

Yours S tf!

Phillip J. Mainga, EBS
MANAGING DIRECTOR
Encls.

Copy to: Mr. Mohamed Daghar
Principal Secretary
State Department of Transp
Transcom House
Ngong Road
NAIROBI

b
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REPUBLIC OF KENYA

MINISTRY OF ROADS AND TRANSPORT
STATE DEPARTMENT FOR TRANSPORT

Olfice ofthe Principal Secretary

Telcgnm:'TRANSCOMS",Nairobi
Tclephorc: (020) 2729200
Enruil: py@gg45g1tr4glig
Wabritc: \rytr,-trunsnort.tu.ka
When rcplying plcce qrrctc

TnANSCllvI BUILDINC
NGO}.IG ROAD

P.O. Box 
'26Y2 

-otlm
NAIROEI

a
Mor&r/c/ADM /034/7 /2 VoL.t (36) 1,3tr luly,2o23

Mr. Samuel Nroroge
The Clerk of the National Assembly
Parliament Buildlngs
NAIROBI

Dear ) tr

RESPONSE TO A STATEMENT REQUESTING FOR INFORMATION REGARDING
PUBLIC PETITION ON MANAGEMENT OF STANDARD GAUGE RAII,WAY SERVICES

Reference ls made to letter of Re, ivo: KNA/DLPS/PPETC/CORR/z023/129 dated 26d' June
2023 on the above subject matter.

Enclosed herewlth, please find slgned response by the Cabinet Secretary Minlstry of
Roads and Transport on the captured subtect matter as requested by the Public Petltions
Commlttee for the Petitlon's consideratlon.

a Yours 5,^.'rc!

Moh amedD
PRINCIPAL SECRETARY

Encls.



Thirteenth Partia men t Th'ird Session

REPUBLIC OF KENYA
THE NATIONAL ASSEMBLY

MINUTES OF THE 59TH SITTING OF THE PUBLIC PETITIONS COMMITTEE HELD ON
FRIDAY NOVEMBER 08 2024 IN MEDUSA 2 ROOM ENGLISH POINT MARINA AT
02.00. P.M
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q
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Hon.
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Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Nimrod Mbithuka Mbai, M.P.
Janet Jepkemboi Sitienei, M.P.
Maisori Marwa Kitayama, MP
Edith Vethi Nyenze, M.P
(Eng.) Bernard Muriuki Nebart, M.P.
Suzanne Ndunge Kiamba, M. P.
Ernest Ogesi Kivai, M.P.
Joshua Chepyegon Kandie, M.P
Bidu Mohamed Tubi, M.P.
Peter Mbogho Shake, M.P.

Patrick Makau King'ola, M. P.
Caleb Mutiso Mule, M. P.

John Watter Owino, M.P.
John Bwire Okano, M.P.
Stoya Ctement Logova, M.P.

Chairperson
Vice Chairperson

APOLOGIES
1. Hon.
2. Hon.
3. Hon.
4. Hon.
5. Hon.

s
SECRETARIAT

1. Mr.
2. Mr.
3. Ms.
4. Ms.
5. Ms.
6. Mr.
7. Mr.
8. Ms.
9. Mr.
10.Mr.

Samuel Kalama
Ahmad Kadhi
Rose[yn Njuki
Anne Shibuko
Patricia Gichane
lssaac Nabiswa
Witlis Obiero
Nancy Akinyi
Benson Muchiri
Calvin Karungo

Principal Cterk Assistant ll
Principal Cterk Assistant ll
Senior Sergeant at Arms I

Cterk Assistant I

Legat Counsel ll
Legat Counsel ll
Cterk Assistant lll
Research Officer lll
Audio Officer
Media Retations Officer lll
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MIN./PPETC/20241371:. PRELIMINARIES

The Chairperson catled the meeting to order at 11:00 a.m. and proceedings began
with prayers by Hon. Peter Shake, M.P.

1



MIN./PPETC/20241372.. ADOPTION OF AGENDA

AGENDA
'1 . Prayer
2. Adoption of the Agenda
3. Confirmation of minutes of previous sittings
4. Matters Arising
5. Consideration of Public Petition No. 11 of 2023 regarding lllegal Acquisition

of Private Land by the Defunct Awendo Town Council
6. Consideration Of Public Petition No. 3 of 2023 regarding the management of

Standard Gauge Railways (SGR) Services
7. Consideration of Public Petition No. 15 of 2023 regarding Declaration of

Mukutani Forest as a Public Forest
8. Consideration of Public Petition No. 33 of 2023 regarding Compensation of

persons affected by Mombasa-Mariakani Road Dualling Project
9. Any Other Business
'10. Adjournment

The Agenda was adopted to constitute bus'iness having been proposed by Hon.
Joshua Kandie, M. P. and seconded by Hon. Edith Nyenze, M. P.

MlN./PPETC/2O241373i CONFIRMATION OF MINUTES OF PREVIOUS
SITTINGS

The agenda was deferred.

MlN./PPETC/2O241374:, CONSIDERATION OF PUBLIC PETITION NO. 11 OF 2023
REGARDING ILLEGAL ACQUISITION OF PRIVATE LANO BY

THE DEFUNCTAWENDO TOWN COUNCIL

The Committee considered the draft Report and noted that vide a letter dated 15th

February 2O24, the Cterk of the National Assembty had written to the Principal
Secretary, Ministry of Lands, Pubtic Works, Housing, and Urban Devetopment
requesting for a list of the owners who were compensated after computsory
acquisition of the land in question. The Ministry of Lands, Pubtic Works, Housing,

and Urban Devetopment has not provided the information.

Committee Decision
The Committee resotved that the secretariat woutd do a foltow up letter with the
Ministry of Lands on the list of persons that were compensated. This woutd form
part of the findings before conctusion of the Petition.

CONSIDERATION OF PUBLIC PETITION NO. 3 OF 2023MrN./PPETC/20241375l,

RAILWAYS (SGR) SERVICES
REGARDING THE MANAGEMENT OF STANDARD GAUGE

t

)
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As per the instruction of the Committee, the Clerk of the Nationat Assembty, vide a
Letter Rel. No. KNAIDLPS/PPETC|CORR|2024|087 dated 29th May 2024, wrote to
the Managing Director, Kenya Raitways Corporation inviting him to a meeting
scheduted for 5th June 2024, and requesting for the foltowing information:

a. Copies of the Contract agreement of the terms of engagement of Keny
Raitways Corporation and Afristar Railway Company Limited

b. A brief on the sustainabitity of the project
c. Financia[ statements of the GoK and Exim Bank of China joint account
d. Status of the uptake of the functions by Kenya Raitways Corporation from

Afristar
e. Operational Costs and revenue projections for FY2023174
f. Monitoring and Evaluation Framework in place
g. Chattenges faced by Kenya Raitways Corporation in the operations of 5GR
h. Amount of money paid to Af ristar as management fees
i. Comptiance with occupationat health and safety, green energy and

environment

Vide a letter dated 9th September 7024 Ref. No. AFRISTARiCLI06S/2024, the
General Manager, Afristar Raitway Operation Company Limited, had written to the
Cterk of the National Assembly. ln his letter, he stated that the company had
jointty with Kenya Raitways, prepared the information required for the petition
and was of the view that Kenya Raitways should take the lead in the meeting as it
was the responsibte agency for the operation and Management of SGR.

M|N./PPETC/2O241376: CONSIDERATION OF PUBLIC PETITION NO. 15 OF 2023
REGARDING DECLARATION OF MUKUTANI FOREST AS A
PUBLIC FOREST

The Committee considered the Report and observed that based on the submissions
by the petitioners, there were two distinct groups i.e those who state proper
public participation for gazettement of Mukutani Forest and those who ctaim that
the pubtic participation conducted was not sufficient.

Committee Decision
The Committee detiberated on the matter and resolved that in order to get further
insights into the matter, there was need to-

(i) invite etected Members of the National Assembty from Baringo County to
appear before the Committee.

(ii)conduct a site visit to engage stakeholders drawn from the different
communit'ies living around Mukutani Forest.

M|N./PPETC/2O241377I CONSIDERATION OF PUBLIC PETITION NO. 33 OF 2023
REGARDING COMPENSATION OF PERSON AFFECTED BY
MOMBASA-MARIAKANI ROAD DUALLING PROJECT

Observations

s$

s
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The Committee considered the draft report and observed that:
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(i) Articte 40(3) prohibits the State from deprivirrg a person of property of any
description untess the deprivation is for a public purpose or in the pubtic
interest and is carried out in accordance with the Constitution and the Land

Act (Cap. 280) which attows prompt payment in futl of just compensation
and atlows a person who has interest in that property access to a court of
taw. Based on these provisions of the Constitution and the Land Act, KENHA,

through NLC, compulsority acquired [and for the expansion of Mombasa-
Mariakani (A109) road.

(ii)Pursuant to section 111 (1) of the Land Act, where land is computsority
acquired, compensation shatl be paid promptty in futt to atl persons whose
interest in the land have been determined. However, the compensation
process has been stow which has led to fruslrations among the affected
pa rties .

(iii) Section 115 (1)of the Land Act provides for circumstances where NLC may
withhotd the payment of compensation to a person having an interest in the
land. These circumstances inctude where there is no person competent to
receive payment; where the person entitled does not consent to receive the
amount awarded; or where there is a dispute as to the right of the persons
entitted to receive the compensation or as to the shares in which the
compensation is to be paid. ln this regard, NLC has acknowledged that some
of the PAPs are yet to be paid their share of compensation due to existing
disputes.

(iv) Some PAPs complained that their compensation was either inadequate to
compensate for their losses or delayed. The displaced families now face
even more financial difficutties as a result of sonle receiving sums that were
insufficient to restore their businesses or rebuitd their homes.

(v) The NLC organized public forums to get feedback on the compensation
process. During these forums, PAPs were informed of the criteria for
valuation and were given opportunities to give feedback on issues arising.

Recommendations
Pursuant to the provisions of Standing Order 277, the Committee made the
fottowing recommendations-

(i) The Committee rejects the prayer that the National Assembly urgentty
intervenes to compel the NLC to compensate the PAPs fairty in accordance
with the actual value of their assets, and to disctose the valuation report
feedback. This was on the grounds that, pursuant to section 113(2) of the
Land Act, an award of compensation is final and conctusive evidence of the
vatue of the tand. However, the Committee recommends that any dispute
arising out of compensation may be referred to the Environment and Land

Court for a determination pursuant to section 128 of the Land Act.

(ii)The Kenya Nationat Highway Authority shouid imptement the c.rrrective
action ptan agreed upon with the affected persons and embrace the use of

4

t



I
I

s

t

a

I

t

(

geographic information system in asset inventory within sixty (60) days of
tabting of the report.

(iii) The Kenya Nationat Highway Authority shoutd fast track the comptetion of
the project especial[y at the Kwa Jomvu area, where the project has statted
and secondly take measures to deal with the dust and comptete the
watkways, ctear the hips of soit, concrete and other construction materiats
on the site within sixty (60) days of tabting of the report.

MtN./PPETC/2024t378: ADJOURNMENT AND DATE OF NEXT MEETING

The Chairperson adjourned the meeting at 05:00 p.m. The next meeting witl be
held on Saturday, 9th November 2024 at 10:00 a.m.

Sign:

(cHATRPERSON)(

Date.......1 u 2o

s
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