
lWro
t

o

LtBRARY
u7[ofi+

R.E,PUBLIC OF KENY
eB"
Kq4'

.n
N|\

L
\-)

/,, QU
t\

la"Z v \\p
THE NATIONAL ASSEMBLY . -.\ N'{'

r-P'

t'Low
ELEVENTH PARLIAMENT- FITTH fiE$SI\ln!

o$' W
Directorate of Committee Services

.tHE PTJBI,IC INVESTMI'NTS COMMIT-tT],8

SPECIAL REPORT ON THE INQUIRY INTO THE COMPLETION OF

THE NATIONAL SOCIAL SECURITY FUND'S HAZINA TRADE

CENTRE OFFICE TOWERS PROJECT AND IMPLEMENTATION OF

THE PROPOSED JOINT VENTURE PROPERTY DEVELOPMENT ON

KENYATTA AVENUE IN THE NAIROBI CENTRAL BUSINESS

DISTRICT AND MAVOKO SUB COUNTY IN MACHAKOS COUNTY

JUNE,2017

I



I

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed Joint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

E
i



Table of Contents

LIST OF ABBREVIATIONS AND ACRONYMS.,,...

2,O EXIiCUTIVIISUMMARY

:].0 IN'I'RODT-ICTION

I

6

......., 15

..................... 1 64.O EVIDENCE ANI) SUBMISSION BY WITNESSES

BY MR. ALEX KAZONGO, FORMER MANAGING TRUSTEE (2009-2012)................. 16

By MR. TOM ODONGO, FORMER MANAGTNG TRUSTEE (2012-2013) ..................20

BY MR. RTCHARD LANG',AT, FORMER MANAGTNG TRUSTEE (2013 -2015)...........27

BY DR. ANTHONY OMERIKWA, ACTING MANAGING TRUSTEE (2015 TO DATE)...29

By MR. ADAN MOHAMME0, FORMER NSSF BOARD CHAIRMAN (2009 -2015)...39

4.7 SUBM|SSION

4,2 SUBMISSION

4.3 SUBMISSION

4.4 SUBMISSION

4.5 SUBMtSStON

4.6

4.7

4.8

4.9

SUBMISSION BY HON. GEDION NDAMBUKI, NSSF BOARD CHAIRMAN.... 41

SUBMISSION BY MR. FRANCIS ATWOLI, NSSF BOARD TRUSTEE.. ...................45

SUBMISSION BY HON. KAZUNGU KAMBI, FORMER CABIN ET SECRETARY, MTSSS (2013-2015).50

SUBMISSION BY AMB. RAYCHELLE OMAMO, FORMER AG. CABINET SECRETARY, M ISSS .........52

4.10 SUBMISSION BY MR. MAURICE JUMA, DIRECTOR-GENERAL, PPRA

4.11 SUBMISSION BY HAZINA TRADE CENTRE OFFICE TOWERS PROJECT CONSU LTANTS.....

4.11-1 Submission by Mr. Solmonn Homeed, Paftner, Mruttu Solmonn & Associotes .....

4.11.2 Submission by Mr. Potrick Tono Mutisyo (Quontity Surveyor, Tono & Associotes)

4.11.3 Submission by Eng. Dovid Mogondo (Director, Abdul Mullick Associotes).............

4.11.4 Submission by Mr. James Kiso (Kiso & Portners) .........

4.11.5 Joint Orol Evidence by the Consultonts

4.17.6 Consultonts' Response to the State Deportment of Public Works' Report.........

4.72 SUBMISSION BY HAZINA TRADE CENTRE OFFICE TOWERS BIDDER5....

4.12.1 Submission by Cementers Ltd.

4.72.2 Submission by FUBECO Limited......

4.12.j Submission by N. K Btothers 1td.......................

4.12.4 Submission by Chino Wu Yi Co. 1td..............

,,52

..67

..52

..62

..63

..64

65

66

73

73

78

78

79

794.12.5 submission by Porbot Siyoni Construction Co. Ltd

4.13 SUBMISSION BYCHINAJIANGXI LTD., HAZINA TRADE CENTRE OFFICE TOWERS CONTRACTOR 79

4.74 SUBMtSStON BY MR. ATUL SHAH, MD NAKUMATT HOLDINGS LTD. ..........................................80

l

1.0 CIIAIRMAN'SI;ORI]WORI)

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed.roint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

I

i



4.75 SUBMISSION BY THE NAIROBI COUNTY GOVERNMENT.......... ........86

4.16 SUBMISSION BY PROF. GEOFFREY WAHUNGU, DIRECTOR-GENERAL, NEMA ..........."......,........90

4.17 SITE VISIT TO HAZINA TRADE CENTRE OFFICE TOWERS...... 93

4.18 SUBMTSSION BY (PROF. ARCH.) PAUL MARINGA, PRINCIPAI SECRETARY, STATE DEPARTMENT

oF PUBLTC WORKS............... ...97

4.1.9 SUBMTSSION BY ADVENTIS INHOUSE AFRICA, PROJECT CONSULTANT (MAVOKO PROJECT) ..103

4.20 SUBMISSION BY SINOHYDRO TIANJIN ENGINEERING CO. LTD. 108

4.27 SUBMISSION BY REVER OF CONSULT INTERNATIONAL LTD 109

5.0 COMMITTEEGENERALOI]SERVATIONS 110

6.0 COMMIT'I'EEGENERATIIECOMMENDATIONS 115

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade centre office Towers and Implementation of Proposed Joint venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

E



I,IST OF ABBREVIATIONS AND ACRONYMS

AIA

BQ

cup.

CBD

CS

CO. LTD.

COTU

EIA

EOI

KES

MLSSS

MD

MT

NCC

NCCC

NEMA

NSSF

PPARB

PPD Act

PPOA

PPP

PPPU

PS

RBA

RFP

SDPW

T&A

Adventis Inhouse Africa Limited

Bills of Quantity

Chapter

Central Business District

Cabinet Secretary

Company Limited

Central Organisation of Trade Unions

Environmental Impact Assessment

Expression of Interest

Kenya Shillings

Ministry of Labour, Social Security & Services

Managing Director

Managing Trustee

Nairobi City Council

Nairobi City County Govemment

National Environmental Management Authority

National Social Security Fund

Public Procurement Administrative Review Board

Public Procurement and Disposal Act

Public Procurement Oversight Authority

Public Private Partsrership

Public Private Partnership Unit

Principal Secretary

Retirement Benefi ts Authority

Request for Proposals

State Departrnent of Public Works

Tana & Associates

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed Joint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

(



The Committee is mandated to: -

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

(b) Examine the reports, ifany, ofthe Auditor-General on the public investrnent;

(c) Examine, in the context of the autonomy and efliciency 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 procedure of a Select Committee and other related matters thereto is covered under Standing

Order No. 173-203. The Committee has powers, under Article 125 of the Constitution, National

Assembly Powers and Privileges Act (cap. 6), the State corporations Act (cap. 446) and the

Public Audit Act,2003, to summon witnesses, examine them on oath and receive evidence.

Committec Membership

The Committee comprises the following Members: -

Hon. Adan Wehliye Keynan, CBS, MP - Chairperson

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

Hon. Francis Mwanzia Nyenze, ECH, MP

Hon. (Dr.) Oburu Oginga, MGH, MP

Hon. (CPA) Thomas Ludindi Mwadeghu, CBS, MP

Hon. Adan Mohammed Nooru, MP

Hon. Franklin Mithika Linturi, MP

Hon. Wafula Wamunlnfl, MP

Hon. Elias Bare Shill, MP
Hon. Sammy Silas Komen Mwaita, MP

Hon. (Dr.) Paul Otuoma Nyongesa, EGH, MP

Hon. John Olago Aluoch, MP

Hon. (Eng.) John Kiragu, MP
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Hon. Abdullswamad Sheriff Nassir, MP

Hon. Beatrice Nkatha Nyaga, HSC, MP

Hon. Bemard Munl,voki Kitungi, MP
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The Pubtic Investments committee is established pursuant to standing order No. 206 and is

responsible for the examination of the working of public investrnents.
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18. Hon. (Dr.) Chrisanthus Wamalwa Wakhungu, CBS, MP

19. Hon. Comelly Serem, MP

20. Hon. Eng. Stephen Ngare, MP

21. Hon. Irungu Kang'ata, MP

22. Hon. Johana Kipyegon Ng'eno, MP
23. Hon. John Muchiri Nyaga, MP

24. Hon. John Ogutu Omondi, MP

25. Hon. Korei Ole Lemein, MP

26. Hon. Mary Sally Keraa, MP

27. Hon. Onesmus Muthomi Njuki, MP

Committec Sccrctariat

The Committee Secretariat is comprised of the following oflicers: -

1. Ms. Susan Maritim - First Clerk Assistant

2. Mr. Philip Lekarkar - Third Clerk Assistant

3. Mr. Mohamed Boru - Third Clerk Assistant

4. Ms. Clarah Kimeli - Legal Counsel II
5. Mr. Charles Atamba - Research Officer III

Justification for the Inquiry

This Special Report was prepared pursuant to Standing Order No. 206 which mandates the

Public Investments Committee to "examine, 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 main objective of the Inquiry was to establish whether or not the National Social Security

Fund managed the following capital projects in accordance with sound business principles,

prudent commercial practices and public procurement laws:

i. Hazina Trade Centre Office Towers;

ii. Joint Venture Property Development on Kenyatta Avenue in Nairobi CBD and Mavoko

Sub-County in Machakos County.

[n preparation of the Report, the Committee heard and received both oral and written evidence

from various witnesses, as indicated in Section 2.0 of this Report.
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National Assembly for facilitating the work of the Committee in fulfilment of its mandate. The
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Committee is also grateful to all the witnesses who appeared and adduced evidence before it.

Further, the committee is gateful to the staff of the office of the Auditor-General, the

Inspectorate of State Corporations and the National Treasury for the services they rendered to the
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possible.

on behalf of the Members of the Public Investments committee, I beg to table the Special

Report on the Completion of NSSF Hazina Trade Centre Office Towers and Implementation of

Proposed Joint Venture Property Development in Mavoko Sub County and Kenyatta Avenue in

Nairobi CBD, pursuant to Standing Order 199.
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2.OEXECUTIVE SUMMARY

The main objective of the Inquiry was to establish whether or not the implementation of Hazina

Trade Centre Office Towers and Proposed Joint Venture Property Development in Mavoko Sub

county and Kenyatta Avenue in the Nairobi cBD were managed in accordance with sound

business principles, prudent commercial practices and public procurement laws.

The Committee held several sittings in which it closely received and examined evidence from the

following witnesses: -

(, Amb. Raychelle Omamo - former Ag. Cabinet Secretary, Ministry of Labour, Social

Security and Sertices;

(i,

(ii i)

(iv)

(v)

(vi)

(uiil

(viii)

(ix)

(x)

(ri)

(xii)

Hon. Kazungu Kambi- Former Cabinet Secretary, Ministry of Labour, Social Security

and Services;

Mr. Ali Noor Ismail - former Principal Secretary, MLSSS;

Mr. Alex Kazongo, former NSSF Managing Trustee;

Mr. Tom Odongo, former NSSF Managing Trustee;

Mr. Richard Lang'at, former NSSF Managing Trustee;

Current NSSF Management led by Dr. Anthony Omerikwa, Acting Managing Truslee;

Hon. Daniel Ndambuki - current NSSF Board of Trustee Chairman;

Mr. Adan Daud Mohammed - former NSSF Board of Trustee Chairman;

Mr. Francis Atwofi - NSSF Trustee;

Mr. Salmann Hameed - Partner, Salmann Mrultu

Hazina Project Consultants: Mr. Patrick Tana Mutisya, Eng. David Maganda and Mr.

James Kisa;

Mr. Maurice Juma - Director General, Public Procuremenl Regulatory Authority;

Hazina Trade Centre Office Towers Project Bidders: Cementers Ltd., FUBECO Ltd.' N.K

Brothers Ltd., China l|/u Yi Co. Ltd., Parbat Siyani Construction Co. Ltd';

China Jiangxi Ltd. - Contractor, Hazina Trade Centre Olfice Towers Project;

Mr. Atul Shah - Nahtmatt Holdings Ltd.;

Nairobi County Government;

Prof. Geoffrey Llahungu - Director-General, NEMA;

(xiii)

(xiv)

(m)

(xvi)

(mii)

(xviii)
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(xix) Adventis Inhouse Ltd. Consultant for Mavoko and Kenyatta Avenue Joint Venture

Projects; and

(xx) Sinohydro Tianjin Ltd. and Reverof Consult - Mavoko & Ken.yatta Avenue Proiect

bidders.

The Committee also conducted a site visit to Hazina Trade Centre Office Towers Project in the

Nairobi Central Business District, currently under development.

The records of evidence adduced, documents and notes received by the Committee form the

basis of the Committee's General Observations and Recommendations as outlined in this section

and Section 5.0 of this Report. These observations and recommendations, if taken into account

and implemented, will enhance accountability, effectiveness, transparency, efficiency, prudent

investment and financial management in state corporations.

GENERAL OBSERVATIONS ON THE NSSF HAZINA TRADE CENTRE OFFICE

TOWERS PROJECT IN THE NAIROBI CENTRAL BUSINESS DISTRICT

The Committee made the following General Observations: -

(D THAT, the procurement process for the completion of the NSSF Hazina Trade Centre

Office Towers in Nairobi Central Business District was shrouded in opaqueness and as

such, the process lacked faimess, equity, transparency and competitiveness.

(iD THAT, approval for the project from the then Nairobi city council was conducted

before the full scope of the project was determined to establish traffic management

master plan, public salety environmental and social risks the project poses to businesses

operating within the vicinity, neighbouring buildings and streets due the nature of the site.

(iiq THAT, there was an oversight in renewal ofthe building plan approvals and extension of

the National Environment Management Assessment Authority (NEMA) licence, in that,

renewals were undertaken without appropriate validation of the Environmental Impact

Assessment and traffic study report. This means that urban development changes that

have taken place over the period which have a bearing on the proposed development in as

far as planning and environmental acceptability is concemed, were not reviewed and

taken into consideration.

(iv) THAT, Mr. Alex Kazongo, the former Managing Trustee reappointed the consultants on

1., December, 2010 without subjecting them to a competitive procurement process. The

reappointment letters referred to a project which had commenced but stalled twelve years

puBLIC INVESTMENTS COMMITTEEi Special Report on the completion of NssF Hazina
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(v)

(vi)

(viD

(viii)

earlier. This was in total disregard of Articles 3 and 227 of the Constitution and the

Public Procurement and Disposal Act 2005.

THAT, the revival and the enhancement of the Hazina Trade Centre Office Towers

Project in the ycar 2013 shoutd have been treated as a new contract and thus subject to

the Public Procurement and Disposal Act, 2005. The re-engagement of the Project

Consultants from the original project to oversee the enhanced Hazina Tower Project,

therefore, was in breach ofthe Public Procurement and Disposal Act, 2005 and the Public

Procurement and Disposal Regulations, 2006.

THAT, China Jiangxi Intemational Ltd. was found to have made an arithmetic error of

KES I 15,329,300 in its financial bid. The Company accepted the arithmetic error and

consequently adjusted their tender sum upwards from KES 6,599,888,888 to KES

6,715,21 8, 188. NSSF informed China Jiangxi about the arithmetic enor after the

evaluation process and not before. contrary to Section 63 of the PPDA 2005 and clause

5.7, Instruction to Bidders, in the bid document.

THAT, the furancial evaluation of the tender for the completion of the NSSF Hazina

Trade Centre Office Towers was not carried out by an Evaluation Committee established

in accordance with Regulation 16(7) of the Public Procurement and Disposal

Regulations, 2006. This is evidenced by a letter Ref. No. TN454/13 from Tana &

Associates dated 7th February, 2013 forwarding the financial evaluation report. In

addition, the unsigned report did not recommend which firm was to be awarded the

tender although from the Report, China Jiangxi Intemational (K) Ltd. was the lowest

evaluated bidder even after correcting the arithmetic error of KES I 15,329,300.

THAT, the successful bidder repeated provisional sums for some un-quantified works in

the Bill of Quantities (BQ) in its financial bid documents. For example, in the BQ for sub

contract for mechanical ventilation and air conditioning installation, which tellingly the

Fund failed to subcontract against the mandatory tender requirements, the following

provisionaI sums were provided:

(a) PC for Plenum Chamber and associated worlcs : KES 5,000,000

ft) PC for basement fans automation : KES 5,000,000

(c) Provisional Sum for contingency sum = KES 2,000,000

Still in the same BQ the Company included thefollowing provisional sums: '
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(a) Provided the sum of KES 80,000,000 to cover the cost of mechanical builders in

plenum chambers, fans in basemenl and services refurbishment and

inlerconneclion.

(b) {Jnd.er the subcontract for mechanical ventilation and air conditioning, China

Jiangxi Inlernational (K) Ltd. was the sub.conlractor at KES 33,973,867 which

included provisional sums of KES 5,000,000; KES 5,000,000: and KES 2,000,000

(c) The total tender sunr of KES 6,715,218,488 awarded to China Jiangxi

International (K) Ltd. inctuded all these provisional sums listed above that is KES

80.000.000; and Kj,S 2,000,000.

This double provision may have significantly escalated the cost of the project and loss of

funds, and the Fund, therefore, stands to lose funds through double counting'

(ix) THAT, China Railways No. 5 Engineering Group co. Ltd. and china wu Yi Ltd. did not

provide Certificate of Incorporation which was a mandatory requirement, but were

considered responsive during preliminary evaluation against the provisions of Section

64(l) of the Act. The failure to disqualify the two firms was inconsistent with Regulation

48(l) of the PPDR 2006 and this may have been done to make the process appeal

competitive. The procuring entity did not correct errors noted in the financial bid of the

successful bidder in accordance with Section 63 of the Act and clause 5.7, Instruction to

Bidders, in the bid document.

(x) THAT, the Evaluation Committee failed to adhere to the provisions of Section 6a(l) of

the Act by not considering the audited accounts of the joint venture partners (sub-

contractors) of the winning bid and in consequence made the company responsive.

(xi) THAT, the Fund failed to put in place satisfactory mitigation measures during the

construction of the Hazina Office Towers and as a result the Nairobi City County issued

an order putting in abeyance the proposed development of the office towers from July

2013 to December 2013.

(xii) THAT, the Nairobi city county Government approved the building plan for the

enhanced project subject to vacation by all existing tenants including the main tenant

Nakumatt Holdings Ltd. This is bound to attract compensation claims for loss of business

and breach of an existing 20-year lease tenancy agreement entered into by the Fund

(lessor) and Nakumatt Holdings Ltd. (lessee).
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(xiii) THAT, Nakumatt Holdings Ltd has sued the Fund vide Milimani l-and Case No. I170 of

2014 for among others, seeking to restrain NSSF from continuing with construction of

Hazina Trade Centre OfTice Towers until all the contentious issues are settled including

compensation for loss of business amounting to KESl.6 billion. This negates the very

objective for which the project was conceived, which is, retum on investments for its

members.

(xiv) THAT, the NSSF may not realize value for money owing to the delay in completing the

Project, which will likely attract claims from the Contractor. Further, should the Fund

abandon strengthening of the columns as pcr State Department of Public Works' advice,

the Fund will have made a loss of KES 244,728,603, which is 3.6% of the tender figure

ofKES 6,715,218,488. The amount already spent on column strengthening is KES 192,

925,7 50.00. The remaining column strengthening works amounts to KES 5 I ,802,85 3.

(xv) THAT, on governance matters, the Fund has had a high tumover of Managing Trustees.

For instance, between the years 2010 and 2017, the Fund has had five (5) Managing

Trustees managing the Fund. This high tumover affected the effective implementation of

various projects including the Hazina project.

GENERAL OBSERVATIONS ON THE JOINT VENTURE PROPERTY
DEVELOPMENT IN MAVOKO SUB-COUNTY AND KENYATTA AVENUE (NAIROBI
CBD)

a) The Joint Venture Property Development in Mavoko Sub-County

The Committee made the following general observations:

(i) THAT, there is disparity in acreage of land for the proposed project development.

According to PPOA,960 acres are available while NSSF informed the Committee that

1,010 acres are available. It's not clear what the rue position is and this also has a bearing

on the value ofthe exact land available for development.

(ii) THAT, the Fund's Mavoko land is an expansive parcel of land which has been llng idle

since 1993 when it was acquired and there are fears of encroachment by squatters. In 2010,

the Board, while reviewing its idle assets and upon the recommendation of management,

decided to tender for Expression of Interest from intemational bidders seeking optimal use

of the land.
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(iiD THAT, the Board of Trustees approved the development of the land through a joint

venture scheme, whereby NSSF was to contribute land (10%) while the winning bidder

would inject cash (90 o%) necessary to build 20,000-30,000 houses with amenities targeting

(lower)middleclassowners.Theprofitfiomthisdevelopmentwouldbeshared

proportionately to capital contribution.

(iv) THAT, the procuring entity was advised by PPoA that the original tender was invalidated

by enactment and implementation of the Public Private Partnership (PPP) Act,20l3, and

the law cannot, therefore, be applied retroglessively. Despite the advice, the Fund

proceeded to invite for new tenders through restricted tendering method using the list of

the bidders of the lapsed tender. lt was improper for the Fund's Tendering committee to

use a list of bidders who responded to a terminated tender. The Fund should have instead

conducted the re-tendering process through open tendering'

(u) THAT, further, the Cabinet approval on the project was a policy decision' but not

necessarily an approval of procurement and compliance to procurement regulations by the

contracting entity.

(vi) THAT, the tender was terminated on l3'h May, 2015 owing to negative publicity

sunounding it. The termination was done in accordance with section 36(l) of the Public

Procurement and Disposal Act, 2005 on recommendation of the Tender Processing

Committee.

(vii) THAT, although the tender was cancelled, public funds were spent in the procurement

process ofthejoint ventures as well as in advertisements to cancel the tender.

(b) Kenyatta Avenue (Nairobi CBD)

The Committee made the following observations:

(D THAT, the Fund planned to undertake a development on 3.6 acres of land it owns along

Kenyatta Avenue in Nairobi central Business District in order to improve retums on

investment. cunently, the piece of land is not optimally utilized other than capital

appreciation.

(iD THAT, the development was approved by the Board's Operation and Investment

Committee in its 1 3'h meeting held on 3 l'! August, 2010'

(iii) THAT, Intemational Request for Proposals (IRFP's) No. 8/2013 - 2014 for Joint venture

Property Development in CBD was advertised on 22nd October, 2013'
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(iv) THAT, the closing and opening of the IRFPs for the project was successfully concluded on

22nd April, 2014, two firms responded. Following the implementation of the PPP Act,

2013, the Fund sought clarification from the Public Private Partnership (PPP) Unit on

whether the Kenyatta Avenue project as originally conceptualized fell under the PPP

arrangement.

(v) THAT, the tender was terminated on 13'h May, 2015 owing to negative publicity

surrounding it. The termination was done in accordance with section 36(l) of the Public

Procurement and Disposal Act, 2005 on recommendation of the Tender Processing

Committee.

(vi) THAT, the Cabinet approval on the project was a policy decision, but not necessarily an

approval of procurement and compliance to procurement regulations by the contracting

entity.

(vii) THAT, although the tender Kenyatta Avenue was cancelled, public funds were spent in the

procurement process of the project as well as in advertisements to cancel the tender.

COMMITTEE GENERAL RECOMMENDATIONS

From the evidence adduced (oral and written) and the observations made, the Committee

makes the following recommendations:

(D THAT, the Ethics and Anti-Comrption Commission investigates the conduct of Mr. Alex

Kazongo, the former Managing Trustee for contravention of Section 74 of the Public

Procurement and Disposal Act, 2005 and the Public Procurement and Disposal

Regulations, 2006 in the re-appointment of the Project Consultants for the revived Hazina

Trade Centre Office Towers project. This re-appointment of consultants is tantamount to

direct procurement.

The Ethics and Anti-Corruption Commission to reporl to lhe National Assembly, the

implementatton slatus of this recommendation, not later lhan si (6) months after the

adoption of this Report;

(iD THAT, the Fund and all State Corporations in general, must strictly adhere to the

requirements of the Constitution of Kenya, the Public Procurement and Asset Disposal

Act, 2015 and the Public Finance Management Act, 2012 in the implementation of

projects. Sufficient due diligence should be carried out pnor to project implementation to

avoid claims and losses that may accrue fiom interrupted implemcntation, similar to the
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Hazina Trade centre office Towers Project, for which Nakumatt Holdings Ltd. is claiming

KES I .6 billion for losses incuned through breach ofcontractl

(iii) THAT, the cabinet Secretary, Ministry of Transport, Infrastructure, Housing and Urban

Development should urgently convene a meeting of all relevant stakeholders to agree on

the structural viability of the Hazina Trade centre project and its completion at minimum

cost within the stipulated timelines.

TheCabinetsecretary'MinistryofTransport,Infrastructure'HousingandUrban

Detelopment lo report to the Narional Assembly, the implementation status of this

recommendation, not later than three (3) months after the adoption of this Report;

(iv) THAT, the impasse between NSSF and Nakumatt Limited ought to be urgently resolved in

the interest of the pubtic, to allow for completion ofthe project'

TheManagingTntslee,NsSFloreporttotheNationalAssembly'theimplementation

status of this recommendation, not later lhan three (3) months after the adoption of this

Reporl;

(v) THAT, in future, the Fund should conduct a feasibility study on capital projects to

determine the viability of the investments before commencement of the projects;

(ri) THAT, the Fund should urgently secure its property in Mavoko to avoid encroachment by

private developers;

(vii) THAT, to mitigate against the high turnover of Managing Trustees, the NSSF Act should

be amended with a view to improving the governance structure of the Fund and provide for

security oftenure for the Managing Trustee.

Conclusion and WaY Forward

Taking into account the inordinate delay to complete the Hazina Trade Centre Office Towers

project, the opportunity cost, contractual obligations and the colossal amount of funds already

spent on the Project, the most prudent and reasonable way-forward for the project is for all

the concerned parties including thc National Social Security Fund, the Ministry of EAC'

Labour and state Protection, the Ministry of Transport, Infrastructure, Housing and

urban Development, the Nairobi City County Government, the Project Consultants and

Nakumatt Holdings Limited, to urgently address the contentious is-sues hindering

completion of the Project. This will create a conducive environment for the contractor to
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meet his contractual obligations as per the contract and ensure that the Project is

completed as envisaged and pensioners obtain value for their money.
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3.0 INTRODUCTION

Background of NSSF

The National Sociat Security Fund (NSSF) was established in 1965 through an Act of Parliament

Cap 258 ol the Laws of Kenya. The Fund initially operated as a Department of the Ministry of

Labour until 1987 when the NSSF Act was amended, transforming the Fund into a State

Corporation under the Management of Board of Trustees.

The Fund was established as a mandatory national scheme, whose main objective was to register

members, receive their contributions, manage the funds prudently and provide basic financial

security benefits to members upon retirement or pay out benefits to eligible members. The Fund

was set up as a Provident Fund providing benefits in the form ofa lump sum'

At inception, the Fund operated as a goverrunent department under the Ministry of Labour.

However, as its membership grew and the operations became complex, the NSSF Act was

amended in 1987 to transform NSSF into a State Corporation under a Board of Trustees who

provide policy and oversight role while and a Managing Trustee.

The National Social Security Fund Act No. 45 of 2013 was assented by the President of the

Republic of Kenya on 24 December 2013 and came into force on lOth January 2014. The Act is

meant to provide social security for workers and self-employed persons and their dependents.

The Act establishes two Funds, namely, the Pension Fund and the Provident Fund, to provide for

contributions to and payment ofbenefits out of the Funds'

The Fund operates under a Board of Trustees comprising ofthe following:

a) The Chairperson appoinred by the Cabinet Secretary, Ministry of Labour, Social Services

and Security from amongsl lhe Trustees;

b) The Principal Secretary responsible for matters relating to finance;

c) The principal Secretary in the Ministry for the time being responsible for matters relating to

social security;

d) Seven (7) persons appointed by the Cabtnel Secretary as follows:

(i) Two persons, one ofwhom shall be ofopposite gender, nominated by the mosl rePresentative

employers' organizdtion with knowledge and experience in matters relating lo employers to

represent employers in KenYa;
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(ii) Two persons, one of whom shall be of opposite gender, nominated by the most rePresentative

workers' organization by virtue of their htowledge and experience in matters relating to

employees to represent employees in Kenya

(iii)Three persons, one of whom shall be of opposite gender, not being public olficers nor

employees or directors of any public company, appointed by the Cabinet Secretary by virtue

of their knowledge and experience in matters relating to administration of scheme funds,

actuarial science, insurance, accounling and auditing or law;

(iv) The Managing Trustee is an ex-olficio member.

4.0 EVIDENCE AND SUBMISSION BY WITNESSES

4.1 SUBMISSION BY MR. ALEX KAZONGO, FORMER MANAGING TRUSTEE

(2009-2012)

Mr. Alex Kazongo, former NSSF Managing Trustee, appeared before the Committee on 2nd

September,2015 to adduce evidence on his role as Managing Trustee in implementation of

NSSF development projects namely Hazina Trade Centre Office Towers, Mavoko and

Kenyatta Avenue Joint Venture Projects.

He informed the Committee THAT -
l. He was the Fund's Managing Trustee between May 2009 and February 2012.

2, Wtren he joined the Fund in 2009, the Fund was already in the process of re-evaluating its

idle assets and stalled projects among them, Mavoko, Kenyatta Avenue and Hazina Trade

Centre Office Towers. He was appointed against a backdrop of the Fund's reforms agenda

intended to enhance its productivity and public stature. The reviews and activities were

deemed necessary to enhance cash flow and return on investment of the Fund.

3. Mr. Kazongo left the Fund after he failed to attain the requisite seventy (707o) pass mark in

a performance appraisal conducted by the Board. His contract was not renewed.

4.1.1 tlazina Trade Centrc Office Towcrs Proicct

The Hazina Trade Centre Office Towers originally designed in 1994 to reach twenty-four

(24) storeys on plot no. 209/6708, was restructured in 1998 to only eight (8) floors (4

basemenls, 2 mezzanines, ground and 1t' floor) due to cash flow constraints then facing

NSSF.

4
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5. The construction was undertaken by Mavji construction co. Ltd. under Salmann Mruttu &

Associates as the Project Architects. Upon completion in 2003, the building was leased to

Nakumatt Holdings Ltd. for twenty (20) years.

6, When the Fund,s liquidity improved in 2009, the Board, upon the recommendation of

consultants and management, decided to revive the project in order to enhance its retum on

investment.

7. lt was the Board's decision to re-appoint the consultants in 2010, having been prequalified

by the Fund in 1998. Management only implemented the decision after consulting Public

Procurement Oversight Authority on the matter. (Mr. Kazongo however did not present

any evidence to supporl this position.)

8. In the re-evaluation process, it transpired that the Projcct could be elevated by several

floors to thirty (34) storeys with twin towers to achieve its peak design, giving fourteen

(14%) retum on investment and payback period of thirtcen (13) years as detailed in the

feasibility report by the Consultants. Necessary approvals from relevant authorities,

including City Hall and NEMA were then sought. specifically, NEMA license No. 009531

dated 20,h September, 201 I and Building Plan Renewal by City Hall dated 9'h March,

201l, were obtained.

g. Nakumatt Hotdings Ltd. was consulted fiom the beginning in 201l, when the completion

of Hazina Trade centre office Towers was decided upon. Initially, Nakumaft Holdings

Ltd. had no objections, with their main condition being that the project could proceed as

long their business is not intemrpted. It however appears they changed their mind and have

hardened their stand, resulting in a court case

10, After factoring adequate budgetary allocations for the project in 2010/2011, the Fund

proceeded to tender for the Project, under competitive bidding. The tender (No. l412010-

l1) was evaluated and awarded to cementers Ltd., being the lowest evaluated bidder at

K,ES 5.99 billion. Total cost estimate for the project was KES 6'5 billion'

11. The award was, however, challenged by two bidders, namely china Jiangxi Ltd. and China

Wu yi Ltd., citing mainly the technicality in the registration and evaluation of their sub-

contractors (under self-nomination).

lZ. Mr. Kazongo left NSSF in February 2012 before the appeal was concluded. He later leamt

that the Public Procurement Appeals & Review Board ruled that the tender be re-
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advertised. He further gathered that Cementers Ltd. went to court but lost. The tender was

eventually awarded to China Jiangxi Ltd. on 26'h February, 2013.

13. Prior to the Hazina Project, the Company had earlier been commissioned to undertake

Nyayo Estate Embakasi Phase 4 & 5 in 2010 through competitive bidding.

4.1.2 Mavoko Joint Venturc Prooertv Dcvelopment

The Fund's Mavoko land is an expansive parcel of land of approximately 1,100 acres. The

land had been lying idle since 1993 when it was acquired and there were real fears of

encroachment by squatters as at 2009.

In 2010, the Board, while reviewing its idle assets and upon the recommendation of

Management, decided to tender for Expression of Interest from international bidders

seeking optimal use of the land.

Nine (9) bids under Tender No. 5/2010-l I were obtained and the Fund settled on Ms.

Adventis Inhouse Africa Ltd., proposing to develop the land through a joint venture

scheme, whereby NSSF was to contribute land (10%) while the winning bidder would

inject cash (90 7o) necessary to build 20,000-30,000 houses with amenities targeting

(lower) middle class owners. The profit from this development would be shared

proportionately to capital contribution.

While evaluating the concepts, the Board was cognizant of restrictions placed by the

Retirement Benefits Authority rules, whereby the maximum investment in real estate was

limited to 30% of the Fund's total investments. This meant that the Fund could hardly

contribute more than the value of Mavoko land; then estimated at KES 3 billion, as the

Fund was already fast approaching the RBA limit.

The ratio of its property assets to total assets was 29%o as at June 2010. This ratio would

ease once the houses were sold as intended.

Since the Project was estimated to cost more than US$10 million and fell under the

definition of Public Private Partnerships (PPP), the Board directed that a suitable Cabinet

Paper be prepared for onward presentation to the Cabinet for their approval.

Mr. Kazongo exited NSSF in February 2012 beforc the Cabinet Paper was finalised and

tabled before Cabinet for approval. He later learnt that the Cabinet approval was obtained

on 26th August,2013, which increased the units to 60,000.

I

2

-l

5

6

.l

7
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4.1.3 Kcn vatta AYcn uc (Nairobi CBD) Joint Venture Propertv Develo Dnr cnt

on Kenyatta Avenue Joint venture Property Development, Mr. Kazongo informed the

Committee THAT -
8, The Kenyatta Avenue plot measuring 3.6 acres (1.4 ha) was sold and transferred to Delta

Square Ltd. whose sister company, Delta Resources Ltd., paid l0% oftotal sale amounting

to KES 1.375 biltion in January, 2008. The balance (90%) was deposited at cFC',s Escrow

Account maintained by the Fund's lawyers.

g. The buyers later disputed the sale and wanted price reduction alguing that the actual size

on the ground was smaller than shown in the Title Deed. The Fund declined their request,

citing exhaustive due diligence and took the matter to court. The Fund won the case in

201 0 and the Title duly reverted to it.

10. upon the recommendation of the Management, the Board resolved to put the plot to its

optimal use by inviting suitable development concepts from international bidders under

tender No. 512010-11.

ll. Seven (7) bidders submitted their Expressions of Interest which were evaluated by the

Fund. The Board settled on high-end mixed urban commercial development with a

conventional centre proposed by Adventis Inhouse Africa Ltd'

12. The Project was, however, subject to the provisions of PPP which requires cabinet

approval, and RBA 30% limitation on property investrnent'

13. On RBA limitation, the Board ear-marked View Park Towers and Hazina Plaza alor.g

Uhuru Highway for disposal. It will be recalled that NSSF was already nearing the

Retirements Benefits Authority limit and any significant additional investment in property

would def,[ritety upset the limit, if the two properties were not sold to pave way for new

const-uction. Moreover, the new Hazina Trade Centre Office Towers would add another

KES 6 billion to the property portfolio upon completion'

14. The Fund,s Management, together with a consultant, prepared the concept Paper on

Mavoko Joint Venture Project, which was tabled before the Board, who then approved a

feasibility study to be done. The Mavoko land was valued at l0% of the entire estimated

project amount of KES 30 billion. It was the Board's decision for NSSF to contribute the

land, while the developer contributes 90% ofthe project cost'
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15. Mr. Kazongo exited NSSF in February 2012, belore the Cabinet Paper was finalised and

submitted for approval. Also, the two properties along Uhuru Highway earmarked for

disposal, were still awaiting the conclusion ofdocumentation for open tender.

Specific Observations

The Committee made the following Observations: - THAT

(i) NSSF, during Mr. Kazongo's tenure as Managing Trustee re-appointed Consultants who

had been prequalified ten (10) years earlier for completion of Hazina Trade Centre

Towers, without subjecting them to an open tendering process as the procurement law

requires.

(iD Article 226(5) of the Constitution is explicit on personal liability for any loss(es)

occasioned by a public officer, whether the person remains the holder ofthe office or not.

Mr. Kazongo should therefore be held responsible for the loss occasioned to the Fund

through flouting ofthe procurement law and Art. 226(5) of the Constitution.

4.2 SUBMISSION BY MR. TOM ODONGO, FORMER MANAGING TRUSTEE

(20t2-2013)

Mr. Tom Odongo, former NSSF Managing Trustee appeared before the Committee on 2l't

May, 2015 to adduce evidence on his role as Managing Trustee in implementation of NSSF

development projects namely Hazina Trade Centre Office Towers, Mavoko and Kenyatta

Avenue Joint Venture Projects.

He informed the Committee THAT -
1. He joined NSSF in October 2009 as Investments General Manager, following a competitive

interview conducted by PricewaterhouseCoopers (now trading as pwc).

2. He was appointed to the position of Managing Trustee in November, 2012 aller a

competitive interview process conducted by the Board of Trustees, following the sacking of

the former Managing Trustee Mr. Alex Kazongo.

3. He served as the Managing Trustee for a period of nine (9) months until 22^d }uly 2Ol3

when he was dismissed from service vide letter Ref: MU20l3A/Vol. III by the Cabinet

Secretary (CS) for Ministry of l-abour, Social Security and Services, Hon. Kazungu Kambi.

He was neither given a show cause letter nor offered any reasons for termination of his

services by the CS.
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4. Foltowing his dismissal for unexplained reasons, he moved to court seeking to stop the

recruitment of his replacement and to be reinstated by the Board, stating that the decision by

the CS was arbitrary and did not involve the Board of Trustees, to whom he was answerable

to as the Managing Trustee.

5. By the time ofgoing to court, the Board had already appointed his successor. The Cabinet

Secretary,s lawyers approached him and requested for an out of court settlement, to which

he agreed to. He was paid a year's salary for wrongful dismissal'

4.2.1 H'atina Trade Centrc Offige Towers Proiect

6. Thc Project was conceived in 1994 before he joined the Fund and was abandoned in 1998

due to financial challenges.

j. In 2010, the Board of Trustees directed that the office tower should be completed in order to

enhance the viability of the building. A team of Project consultants, led by Mruttu Salman

& Associates, were re-commissioned with instructions that they should explore possibilities

of improving the building designs in order to maximize the projects viability. (Annex l)

8. The following were the appointed Project Consultants: -

(i) Mruttu Salmann - Project Architects

(ii) Tana& Associates - Project Quantity Surveyors

(iii) Abdul Mullick & Associates - Structural/Civil Engineers

(iv) Kisa & Partners - Electrical & Mechanical Engineers

9. The Consultants designed a twin tower office block comprising of 34 floors and 40 metres

communication mast, with a total area 41,800 square metres or 418,000 square feet and

height of 200 metres. This makes it the highest building in East and Central Africa and the

3d highest in Africa. In order to enhance the structural stability for the building the existing

columns will be strengthened with carbon fibre wrap.

10. A detailed feasibility study report was submitted by the consultants to the Board in 201I

with the following estimates (Annex 2):

(i) Cost estimate
(ii) Returns on investment per annum
(iii) Payback period

- KES 6.63 billion
- 14 Yo

- 13 years
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ll. The Board of Trustees approved the project to be implemented, based on the feasibility

study viability. Management implemented the decision by advertising for Tender No.

1412010-201t.

12. The following firms submitted their tenders with details as follows: -

Bidder

No.

Bidder's Namc Bid Sum (KES) Deliverv Period

I China Jiangxi Int. Ltd 6,236,557,784 156 wecks

2 EPCO Builders 6,497,116,084 160 wceks

3 FUBECO (China Fushun) 6,354,0 t6,059 140 wceks

.l 5,997,7 r 1,380 170 weeks

5 Sichuan Huashi Enterprises 139 wccks

6 6,120,527,089 190 wecks

7 Seyani Brothen Co. Ltd 6,',13 t,60',7 ,984 212 wccks

s N. K Brothers 6,3 I 3,909, t0l 199 weeks

China Wu Yi Co. Ltd 5,',115,752,876.73 lll0 wceks

l0 Parbat Siyani Construction Co. Ltd 5,951,29t,730 159 weeks

13. After evaluation of the bids, the tender was awarded to M/s. Cementers Ltd., who was the

lowest evaluated bidder at KES 5,997..711380 and a contract period of 170 weeks.

However, 2 bidders appealed at the Public Procurement Appeals and Review Board

(PPARB), who directed that the tender should be repeated.

14. The bidder who had won the tender, M/s. Cementers Ltd., was not satisfied with the

judgrnent and proceeded to court to appeal against the judgment by PPARB. The case took

more than one year to conclude and in December, 2012 the court upheld the decision of the

Appeals Board and the Fund complied with the directive.

Re-tendering

15. Immediately after the judgment the Fund instructed the consultant to confirm the validity of

cost estimate. The consultant revised the cost to be KES 7.3 billion. The Fund then

proceeded to retender the Project and the opening results ofthe tender were as follows:
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16. The procurement was an open tender that was advertised in the dailies, Nation and Standard

on 9,h January 2013 (Annex 3) and closed on 30'h January 2013 at I l:00am. NSSF used a

two-envelope system in which the technical documents were opened on the materials date.

The following six firms responded to the tender: -

17. According to the Evaluation Report, the tender evaluation was done in three stages,

preliminary, technical and financial, by a committee of four evaluators. Preliminary

evaluation of thd tender was based on the conditions stated in the advertisement notice and

the bid documents issued to the bidder. Three firms, China National Aero-Technology

Intemational corporation; china Jiangxi Intemational (K) Limited and china wu Yi Ltd.

met all the conditions.

18. Technical evaluation was carried out using the criteria stipulated in the bid documents The

cut off mark for the bidder to move to the financial evaluation, the next stage, it must score

at least 80%. only two bidders, china National Aero - Technology International

Corporation, and China Jiangxi Intemational (K) Limited, qualified'

19. The financial bids were opened on 5th February, 2013 by a committee of five officers and

witnessed by the two bidders' representatives. The financial bids were as follows:

(i) China National Aero_Technology Intemational Corporation KES 6,.741,|,7 4,428

(ii) China Jiangxi lntemational (K) Limited - KES 6'599,888,888'
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Bidder's NameBidder No.

Sinohydro Corporation Ltd.

China National AERO TechnologY2

3 China Railway No. Engineering Group Co. Ltd

4 China Jiangxi Int. Ltd

5

Parbat Siyani Construction Co. Ltd6

China Wu Yi Co. Ltd1
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20. lt was noted that the financial evaluation of the tender was not carried out by an evaluation

committee established in accordance with Regulation l6 (7) ofthe Public Procurement and

Disposal Regu'lations, 2006.

21. A letter Ref. No. TN454ll3 from Tana & Associates dated 7th February, 2013 forwarding

the financial evaluation report was evidence that the evaluation was done by Tana &

Associates (Annex 5). In addition, the unsigned report did not recommend which firm was

to be awarded the tender although from the report, China Jiangxi International (K) Ltd.

was the lowest evaluated bidder even after correcting arithmetic error of KES 115'

329,300.

22. NSSF's Tender Committee awarded the subject tender in its meeting held on I lth February,

2013 to China Jiangxi Intemational (K) Ltd., at a tender price ofKES 6,599,888,888 subject

to the bidder's confirmation of tender arithmetic error of KES I I 5,329,300

23. China Jiangri Intemational (K) was notified of the tender award on I lth February, 2013

vide the NSSF's letter Ref. No. SF/A/I0/16/VOLXXI I I (Annex 6) and accepted the offer

vide their letter Ref. No. CJIC/003/2013 dated l2th February, 2013 (Annex 7) and accepted

the arithmetic error and consequently adjusted their tender sum upwards from 6,

599,888,888 to KES 6,715,218,188. This was an increment of KES 115,329,300 being the

arithmetic error.

24. NSSF subsequently signed a contract dated 26'h February, 2013 with China Jiangxi

Intemational (K) Ltd. at the corrected tender sum of KES 6,715,218,188 with a completion

period of 155 weeks (Annex 8). None of the bidders objected to the second tender.

25. The existing tenant, M/s Nakumatt Holdings Ltd., was consulted and several consultative

meetings held between the Fund and themselves and it was agreed that the project proceed

with minimal intemrptions to the tenant.

26. The ground breaking for the Project took place on l2'h July 2013 and was presided over by

the CS, Ministry of Labour, Social Security and Services, Hon. Kazungu Kambi.

Committee Observations on Hazina Trade Centre Office Towers Project

The Committee observed that:
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(DMr.TomodongooversawtheprocurementoftheNSSFHazinaTradeCentreOffice

Towers project after it was re-tendered. Appointment of the Project Consultants was done

by his predecessor, Mr. Alex Kazongo.

(ii) The procurement process for the completion of the Project was fraudulent, inconsistent

and in breach of the procurement laws as evidenced by the following examples:-

a. The project Consultants were all single-sourced without justifiable reasons in

contravention of section 29 (l) ofPPDA,2005 which obligates the procuring entity

to advertise tenders.

b. China Railways No.5 Engineering Group and China Wu Yi did not provide

certificate of Incorporation, which was a mandatory requirement and were responsive

during preliminary evaluation against the provisions of Section 64 (l ) ofthe Act.

c. The company awarded the contract to china Jiangxi Int. Ltd., but did not sub-

contract works as indicated in the bid document as a mandatory requirement. The

Company should therefore have been disqualified at the preliminary stage'

(iii) lt was illegal for the procuring entity to have signed the contract with the successful

bidder China Jiangxi Int. Ltd. without having corrected the errors in accordance with

Section 63 of the PPDA,2005.

(iv) The Fund stands to lose KES 1,620,148,50'1 .00 as compensation claim for loss of

business and damages during construction as claimed by the cunent tenant M/s Nakumatt

Holdings Ltd.

(v) If M/s Nakumatt Holdings Ltd. does not review its position on continuation of the Office

Towers, development of the Project will be at stake and may lead to sinking of the

pensioners' deposits worth over more than KES 6 billion'

4.2.2 Mavoko and Kcn vatta Avenue Joint Venture Develop ment Proiects
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Mr. Odongo informed the Committee that:

1. The Board Committee for Operations and lnvestments at its meeting on 3l't August 2010

directed the Management to advertise intemational Expression of Interest (EOI) by 30'h

September 2010 for the proposed development of Mavoko, Kenyatta Avenue and state

House.Milimani plots. The EOI 05/2010-2011 advertisements were subsequently placed in
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The Daily Nation, The Standard and The Economist in October 2010, for the purposes of

identifying Joint Venture Partners.

2. The EOI was then evaluated by M/s. Adventis Inhouse Africa (AIA), who was the Project

Consultant, because the Fund lacked capacity to evaluate and manage projects of such

magnitude.

3. Subsequently, the Fund Tender Committee (FTC) sitting on 26rh May, 201 1, adopted a

report by AIA and approved the following firms for invitation to submit Request for

Proposals (RFP):

Mavoko Project

(i) China CAMC Engineering Co. Ltd
(ii) Housing Finance
(iii) Joel E. D Nyaseme & Associates
(iv) Africa Legend
(v) Spencon Development Co. Ltd.

Kenyatta Avenue Project

(i) China CAMC Engineering Co. Ltd.
(ii) Afi:ica Legend
(iii) Sichuan Huashi Enterprise Corporation East Afnca Ltd.
(iv) Spencon Development Co. Ltd.
(v) SIECO Ltd.

4. The Management briefed the Board of Trustees on the outcome of EOI tender and invited

the consultants, M/s Adventis Inhouse Africa Ltd. to make a presentation to the Board. The

Concepts were summarized and presented to the Board at a Special Board Meeting held on

I Oth May, 201 1 .

5. Approval was granted for a mixed development project for a self-sufficient independent

township comprising ofup to up to 30,000 housing units, inclusive ofall amenities.

6. Owing to the magnitude of the Project, he as the cEo consulted widely with the National

Treasury and the Fund was advised to generate a Memo for Cabinet Approval.

7. A Cabinet Memo was subsequently generated and signed by the then Minister for Labour,

Hon. John Munyes on 28th January, 20[ 3.
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8. Mr. Francis Kimemia, Permanent Secretary and Secretary to the cabinet, responded vide

letter Ref: oP/cAB dated 20'h May, 2013 to the Principal Secretary, Ministry of Labour.

The PS forwarded the said letter to the Fund through a letter Ref: MUHRD 2lllA Yol. lI

(67) dated 3'd June, 2013. The letters informed NSSF that the approval for the projects had

been deferred and since there was a new minister, the Memo was to be re-submitted for

consideration by the Cabinet.

9. The tenders for Mavoko and Kenyatta Avenue Joint venture projects were suspended on

l3rh May,20l4.

Specific observations by Mr. odongo on Mavoko and Kenyatta Avenue Projects

Thc Committee observed that: -

(D Mr. Odongo conducted due diligence on the Project as evidenced by his consultations with the

National Treasury and the Ministry of Labour. A Cabinet Memorandum was subsequently

prepared, but the Board was advised to await a new Cabinet Secretary to re-submit the

Memorandum to the Cabinet for approval.

(iD The two tenders for Mavoko and Kenyatta Avenue Joint Venture Projects were subsequently

suspended.

4.3 SUBMISSI0N BY MR. RICHARD LANG'AT, FORMER MANAGING TRUSTEE

(2013 -201s)

Mr. Richard Lang'at, the suspended Managing Trustee National social security Fund

appeared before the Committee on 21't July 2015 to adduce evidence on his role as the

Managing Trustee in the implementation of NSSF devetopment projects namely Hazina

Trade Centre office Towers, Mavoko and Kenyatta Avenue Joint venture Projects.

Mr. Lang'at informed the committee that being the then Managing Trustee, although on

suspension, he was constrained to submit the same information that had been submitted by the

Ag. Managing Trustee, because the same was prepared using available records at the Fund. Mr.

Lang'at further informed the Committee that he acted as the Managing Trustee from 1'r

November 2013 until April 2014 when he was confirmed as the substantive MT'

The Committee observed that Mr. Lang'at ought to have prepared his own submission as a

substantive witness.

He, however, made the following oral submission:
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1. External interference from the parent Ministry: Mr. Lang'at refuted claims of external

interference from the Parent Ministry in the management of NSSF.

2. The circumstances surrounding his suspension: Mr. Lang'at informed the Committee that

he was forced to step aside following the Presidential directive that anyone mentioned in the

EACC Report on allegations of comrption, steps aside. He was mentioned in the report for his

role in the Tassia Project.

3. Appointment of Dr. Omerikwa as Acting Managing Trustee: Mr. Lang'at informed the

Committee that following the directive to step aside, he made alrangements for smooth

handing over. Without a functioning Board in place, he wrote to the Ministry of Labour,

Sociat Security & Services asking for a nominee to handover to, but by 30'h March 2015,

which was the deadline to handover, he had not rcceived instructions fiom the Principal

Secretary, as to whom to handover to. On I'r April 2015, Dr. Omerikwa was appointed by the

Cabinet Secretary and Mr. Lang'at handed over to him.

4. Other Projects Contracted to china Jiangxi Ltd, by NSSF: He informed the Committee

that the company has undertaken the following projects for NSSF: two Phases of Nyayo

Embakasi Estate, Tassia Estate and Hazina Trade Centre Oflice Towers.

On Hazina Trade Centre Office Towers Project, he informed the Committee THAT -
5. The decision to revive Hazina Trade Centre Office Towers Project was made in 2010, before

he took office as Managing Trustee. The Board made the decision to treat it as a continuing

project although with a different contactor who was identified through a competitive

tendering process.

6. The Contract for completion and increase in the number of floors at the Trade Centre was

signed in early 2013, but the works on the building began in 2014. The Project temporarily

stalled at l5th Floor out of40 floors.

7. The Consultants recommended strengthening of columns to support the additional floors,

some of which are inside Nakumatt premises. Nakumatt has, however, sued NSSF for

damages and the matter is currently pending determination in court.

8. Nakumatt Holdings Ltd. were well informed about plans for completion of the building and

several meetings held on the same. What was not made clear to them was whether their

request for an extension of their lease of 20 years by a further 3 years was acceptable, as well
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as rent rebates NSSF woulci grant them, for disrupting their operations in the period they were

required to move out.

9. The draft consent Agreement was forwarded to NSSF, but without a functioning Board, it

could not be effected. Nakumatt Holdings Ltd.is claiming KES 1.6 billion in compensation

for disruption of business.

10. NSSF may also be forced to compensate the Contractor for extension of contract period

arising out of the delay in completing the Project.

Committee Specific Observations

The Committee made the following Observations: - THAT

(D No written evidence was adduced to prove that adequatc consultations was conducted

betwcen NSSF and Nakumatt Holdings Ltd. before commcncement of the current Project.

(ii) The uncertainty olthe outcome of the court case may result in variation ofthe project costs

for Hazina Trade Centre Office Towers Project.

(iiD NSSF may also be forced to compensate the Contractor for extension of conkact period

arising out ofthe delay in completing the Project.

4.4 SUBMISSION BY DR. ANTHONY OMERIKWA, ACTING MANAGING

TRUSTEE (2015 TO DATE)

Dr, Antony Omerikwa, Acting Managing Trustee accompanied by Mr. Austin ouko,

Acting General Manager ( Corporate Affairs/Company Secretary); Mr. Evans Moturi,

Acting Finance Manager); Mr, George Mwandembo (Acting Procurement Manager); Ms'

Josephine Mutiso, Acting Manager, Propcrty Developmcnt; Ms. Hellen Kocch, Acting

Manager, Legal and Mr. Moses Cheseto (Manager, Property Development) appeared

before the committee on 22'd April and 6th May 2015 to adduce evidence on NSSF Hazina

Trade centrc office Towers, NSSF Joint Venture Property Development in Mavoko sub

County and NSSF Kenyatta Avenue Joint Venture Project'

The Acting Managing Trustee informed the Committee that thc substantive Managing Trustee,

Mr. fuchard Lang'at stepped aside following the Executive Order issued by the President on

public officers named by Ethics and Anti-Comrption Commission on allegations of comrption.

Section l5 (l) of the NSSF Act No. 45 of 2013 gives the Board of Trustees powers to appoint a

Managing Trustee of the Fund. The NSSF Board of Trustees, as was constituted then, lacked the

requisite quorum and was unable to exercisc its powers and responsibilities as per the Act. With
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the foregoing state of affairs, Dr. Omerikwa was appointed in an acting capacity as

CEO/Manag'ing Trustee on loth April 2015 by the acting Cabinet Secretary, Ministry of Labour,

Social Security & Services to safeguard public interest in the Fund.

Committee Observations on Management of NSSF

The Committee observed that most of the officers in the senior Management level are serving in

acting capacities and recommends that the Board of Trustees should move with speed to

substantively fill the vacant positions.

4.4.1 llazina Trade Centre Office Towers

Dr. Omerikwa informed the Committee THAT -
Project Background

l. The Fund conceived the construction of a multi-storey commercial building named Hazina

Trade Centre Office Towers in 1994 on a plot of land measuring 1.121 acres located within

Nairobi City centre between Monrovia and Moktar Daddah Streets. The development was

desigrred to have an office tower comprising of24 floors, parking in 4 basements and shops

on ground and 2 mezzanine floors.

2. After going through a tender process, M/s Mavji Construction Co. Ltd. was awarded the

tender to carry out the works at a contract sum of KES 3,181,468,427 .10 and contract period

of 160 weeks.

3. Owing to financial constraints, the Board of Trustees in its 103'd meeting dated 25'h

November 1999, the Fund restructured the project by omitting the 24-floor tower. The

contractor then proceeded and completed 4 basements, gtound floor, 2 mezzanines and 1

podium floor in 2003. After completion, the building was leased to Nakumatt Holdings Ltd.

for a period of 20 years.

Completion of the Oflice Tower

4. On 3l't August, 2010, the Fund's Operations and Investments Committee recommended the

completion of the Office Tower with a budget of KIS 2. l9 Billion. The commencement date

was projected to be 3'd February, 201 I .

5. The Operations and Investments Committee recommended that the original Project

consultants comprising of Mruttu salmann and Associates (Project Architects), Tana and
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Associates (Quantity Surveyors), Abdul Mullick & Associatcs (Stmctural/Civil Engineers)

and Kisa & Partners (M&E Consulting Engineers) be retained, as they would ensure

continuity and faster implementation of the Project.

6. The NSSF Management, then headed by Mr. Alex Kazongo was directed to: -

(i) Confirm whether the retention of the previous Project Consultants would be in

accordance with the Procurement Act;

(ii) Consider developing and selling the office space;

(iii) Advertises for contractors for the completion of the Tower and a report be

issued during the October 2010 meeting.

(iv) Formally inform the existing tenant of the Fund's intention to complete the

Tower.

'1 . The Board of Trustees, in its I 5 I't meeting held on 9'h December 2010, approved the

completion of the Hazina Centre and directed that the contractor moves to site by lstMarch

20r l.

8. The Consultants designed a twin tower office block, comprising of 34 floors and 40 metres

communication mast with a total area 418,000 square feet and height of200 metres. In order

to enhance the structural stability for the building, the existing columns will be strengthened

with carbon fibre wrap, a process which will lead to demolition and re-instatement of the

partitions next to the columns within Nakumatt Lifestyle Supermarket (the tenant).

g. In 201t, the consultants worked out and submitted cost estimates and the feasibility study of

the new project as follows:

Cost estimates
Returns on investment per annum
Pay-back period

KES 6.63 billion
14%
I j years.

10, The Fund found the project to be viable and proceeded to tender under no. 14/2010-2011

with the following results:

llidder
No.

Bidder's Name Bid Sum (KIIS) Deliverv Period

I 6.236,557,784 I 56 weeks

2 EPCO Iluilders 6,497 ,t t6,084 160 weeks
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l FUBECO (China Fushun) 6,354,016,0s9 140 weeks

4 Cementers Ltd. 5,997,711,380 170 weeks

5 Sichuan Huashi Enterprises 6 ,439 ,t7 I ,049 139 weeks

6 6,720,527,089 190 weeks

7 Seyani Brothers Co. Ltd. 6,73t,601,984 212 weeks

ti N. K Brothers 6,3 I1,909,l0l 199 weeks

9 China Wu Yi Co. Ltd 5,715,7 52,87 6.73 130 weeks

l0 Parbat Siyani Construction Co. Ltd 5,951,291,730

ll. After evaluation of the bids the tender was awarded to M/s. cementers Ltd., who was the

lowest evaluated bidder at KES 5'997,711,380 and a contract period of 170 weeks.

However, two (2) bidders appealed to the Public Procurement Appeals and Review Board

(PPARB) who directed that the tender should be repeated. The bidder who had won the

tender, M/s. cementers Ltd., was not satisfied with the judgement and proceeded to court to

appeal against the judgrnent by PPARB. The case took more than I year to conclude and in

December, 2012 the Court upheld the decision of the Appeals Board and the Fund complied

with the directive.

12. Immediately after the judgement, the Fund instructed the consultant to confirm the validity

of the cost estimate. The consultant revised the cost to be KES 7.3 billion.

13. The Fund then proceeded to re-tender the project and the opening results of the tender were

as follows:

Bidder No. Biddcr's Name
I Sinohydro Corporation Ltd
2 China National AERO TechnologY
3 China Railway No. Engineering Group Co. Ltd.
4
5 EPCO Builders Ltd.
6 Parbat Siyani Construction Co. Ltd.
7 China Wu Yi Co. Ltd.

14. Only two (2) bidders proceeded to the financial evaluation stage as follows:

Bidder
No.

Bidder's Namc Bid Sum (KES)

2 China National AERO Technology 6,741,174,428

4 China Jiangxi Int. Ltd 6,s99,888,888
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15. After evaluation, it was found that china Jiangxi Int. Ltd. had made an error of KES

I 15,329.300.00, which was notified to them by the Tender Committee before the award.

However, the Company declined to absorb the error hence their bid sum changed to K-ES

6,715,218,188.00 which was still lower than the bid sum of China National AERO

Technology. Subsequently the tender was awarded to China Jiangxi Int. Ltd. at a contract

sum of 6,715,218,f88.00 for a contract period of 155 weeks.

Impasse with Nakumatt Holdings Ltd.

16. The project commenced on 2nd January, 2014, a year later than scheduled, because of the

fears raised by Nakumatt Holdings Ltd. and cancellation of drawing approvals by the

Nairobi City County Covemment.

17. The existing tenant, M/s Nakumatt Holdings Ltd., was consulted and it was agreed that the

project should proceed with minimal intemrptions to the tenant. As proof of consultations

with the tenant, the Fund produced copies of two (2) sets of Minutes held on 28'h May, 201 3

and I Ith June 2013 as proofthat Nakumatt Holdings Ltd. was represented in the consultative

meetings held to discuss prqect implementation.

18. MetroEng Consultants also called for a joint site inspection, which was held on 29'h May,

2013, with the view of assessing the scope of mechanical and electrical services that

required re-routing, to pave way for enlargement of selected structural columns for B 1-B I ,

ground floor, mezzanine floor and podium level.

19. In a lerter to Mr. Atul Shah, Managing Director, Nakumatt Holdings Ltd., Ref. sF/Nlo/43/l

VOL.XXXV(96) dated 20rh June, 2013, the then Managing Trustee Mr. Tom Odongo

assured Nakumatt Hotdings Ltd. that there would be minimal inconveniences during the

constnrction process, to mitigate against loss of business. The Fund also worked out rebate

of KES l7 million on rent, based on the area./parking and time the contractor will take when

working on the spaces held by Nakumatt.

20. On 25th June, 2014, M/s Nakumatt Holdings Ltd. had a change of mind and wrote to the

Fund claiming KES I ,620,148,507.00 as compensation for loss of business and damages

during the construction. (Annex 12)
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21, On I'r September 2014, the court issued orders restraining further construction. On lOrh

September 2014, the Court lifted the orders, pending the full hearing ofthe case.

22. The Fund engaged Wetangula, Adan, Makokha and Co Advocates to represent it in the

matter at a cost of Kenya Shillings three million (KES 3,000,000/=).

Requisite Approvals

23. The Fund obtained all requisite approvals as follows: -

(i) Nairobi City County approval dated 9'h March, 2011 and renewed twice on l5'h March,

2013 and l4'h May, 2015;

(ii) Environmental Impact Assessment Licence No. 9531 dated 20th September, 201 I and

renewed for an additional twenty-four (24) months vide Licence No. 326 effective 6th

June,20l3. (Annex 9)

Project Status as at February 2017

24. The court case HCC ELC No. I 170 of 2014 is still pending determination in court. (Annex

13)

25. As at May 2015, the project was ongoing and the contractor had cast the 12'h floor.

Strengthening of columns has been done in basements 3, 4 and podium floor.

Committee Specifi c Observations

The Committee made the following Observations: - THAT

(i) There is no evidence of a feasibility study undertaken on the commercial viability of the

project prior to its commencement;

(ii) That Cementers Ltd. did not re-tender for the Project after nullification of the first tender,

fotlowing a ruling by the Public Procurement Appeals and Review Board, despite having

won the first tender as the lowest bidder. NSSF was not able to adequately respond to the

reasons why the Company did not bid in the second round.

(iii) EPCO Builders Ltd. and Parbat Siyani Construction Co. Ltd. both of whom had responsive

bids during the first tendering, were disqualified at technical evaluation stage during the re-

tendering process, without any satisfactory reasons given by the procuring entity.
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(iv) Out of the nine (9) companies that submitted their tenders, only two companies (China

National AERO Technotogy and China Jiangxi Int. Ltd.) were qualified to proceed to the

financial evaluation stage. This prohibited a fair and competitive bidding'

(v) 1'he tender was awarded to China Jiangxi Int. Ltd. which had been disqualified during the

first tcndering process but successfully appealed against the award of the tender to M/s.

cementers Ltd. at the PPARB.

(vi) The Tender Committee breached Section 44 of the Public Procurement and Disposal Act,

2005 by canvassing and disclosing information relating to bids and enor notification to

bidders during the tender evaluation process. This is in relation to error of KES

I15,329.300.00 in the financial bid submitted by china Jiangxi Int. Ltd., an error which

was notified to the Company but declined to correct or absorb.

(vii) The resumption and enhancement ofthe Hazina Towers Project in 2013 should have been

treated as a fresh project in adherence to Public Procurement and Disposal Act and the

attendant Regulations. Thus, the re-appointment and re-engagement of the Project

Consultants from the originat project to oversee the enhanced the Hazina Towers project

was contrary to the procurement law.

(viii) There is no evidence that Nakumatt Hotdings was adequately consulted before

commencement of the Project.

4.4.2 Mavoko Joint Ven ture Prooertv Dcvelopment

Project Background

1. The Fund planned to undertake a Joint Venture Property Development Project on 1,010

acres of land it owns in Mavoko Municipality. The objective of the project is to improve

retums on the investment. The development was approved by the NSSF Board of Operations

and Investment Committee in its l3th Meeting held on 31'r August 2010. (Annex 14)

2. The tender was advertised as an intemational tender and Expression of Interest (EOI) No.

5/2OlO-2Oll, the advertisement was placed in The Daily Nation newspaper on 18th October,

2010, The Standard newspaper on l9'h October, 2010 and The Economist on 23'd October,

2010. (Annex 15)
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3. The purpose of the tender was to identify a Joint Venture Partner with whom the Fund

would develop the project jointly and subsequently sell the development and then share the

profits proportionately according to the capital contribution of each of the partner.

4. The Board of Trustees, in a Special Board Meeting held on l0'h May, 201l, approved for a

mixed development for a self-sufficient township comprising of up to 30,000 housing units

plus amenities. (Annex 16)

5. Cabinet approval was sought and subsequently granted on 27th August, 2013, in which the

housing units were increased to 60,000. (Annex 17)

Request for Proposals

6. New Intemational Request for Proposals (IRFP's) No. 09/2013-2014 for Joint Venture

Project Development in Mavoko Municipality, comprising of 30,000 units as phase I of the

project was advertised on 22nd October, 2013. The closing and opening of the IRFP's for the

projects was successfully concluded on 24'h April, 2014. A total of 4 firms responded.

(Annex l8)

7. Foltowing the implementation of the Public Pnvate Partnership (PPP) Act, 2013, the Fund

sought clarification from the Public Private Partnership Unit (Annex 19) who advised that

the project does not fall under the PPP but rather, a Joint Venture Project that may be

procured under the PPDA, 2005. (Annex 20)

8. The Fund \rrote to the Public Procurement Oversight Authority (PPOA) on lgth September

and l0th December, 2014, requesting for advice on whether it would be appropriate to

evaluate the bids outside the stipulated evaluation period, of which the Authority advised

against. (Annex 2l and 22)

Fresh Bid - February 2015

9. The Fund invited fresh bids through a restricted tender from a total of fifteen (15)

firms/consortia, which had responded to EOI and RFPs as per Section 73(2) of the PPDA,

2005. The 15 bidders had a clear understanding of the Project, having participated in the

earlier tenders that had been advertised both locally and internationally.

I0. The invitation for RFPs for the project was sent out on l5th February, 2015. The RFP No.

1512}14-2015 for Joint Venture Development in Mavoko was due for opening on l Tth
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March, 2015. However due to requests made by the invited firms during a pre-tender

meeting held on 25,h February 2015, the opening date was extended to 8'h April,2015 and

subsequently extended to l5th April, 2015.

l l. To speed up the process and save time, the Fund invited fresh bids though restricted tender

from a total ol 15 firms/consortia, which had responded to the EOI and RFP's as per Section

73(2) of the ppDA, 2005. The l5 bidders had participated in the earlier tenders that had been

advcrtised

Project Financing

12. lt was envisaged that the joint venture project will be financed through contribution of land

by NSSF while the joint venture partner was expected to provide finances for the Project.

The value of the Kenyatta Avenue land as at 26'h August, 2014 was KES 3.275 billion

(Annex 23)

13. The design and viabitity would be based on the proposals to be submitted by the bidders.

The cost of the project was, therefore, to be established once the tender process was

finalized.

14. The purpose ofthe tender was to identify ajoint venture partner with whom the Fund would

develop the project jointly with, and subsequently sell the development and share the profits

proportionately according to the capital contribution ofeach ofthe partners'

4.4.3 Kenvatta Avenue (Nairobi CBD) Joint Ventu re ProDcrtv DcveloDnrcnt

Project Background

l. The Fund planned to undertake a development on 3.6 acres of land it owns along Kenyatta

Avenue in Nairobi Central Business District in order to improve retums on investment.

currently, the piece ofland is not optimally utilized other than capital appreciation.

2. The development was approved by the Board's Operation and Investment Committee in the

l3th meeting held on 3l't August 2010. (Annex 24)

Tendering Process

3. The tender was advertised as an international tender and Expression of Interest (EOI) No.

5l2OlO-2011 . The advertisement was placed in The Daily Nation newspaper on l8th
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Project Financing

8. It was envisaged that the Joint venture financing of the project will be the Fund's land

contribution and the Joint Venture Partner is expected to finance the project. The design and

viability will be based on the proposals to be submitted by the bidders. The cost of the

project was to be established once the tender process was finalized. The cost of the Mavoko

land as at 26th August, 2014 was KES 3,141,000,000.00.

g. To speed up the process and save time, the Fund invited fresh bids through restricted tender

from a total of 15 firms/conso(ia, which had responded to the EOI and RFP's as per Section

73(2) of the PPDA, 2005. The I 5 bidders had participated in the earlier tenders that had been

advertised.

10. The invitation for RFPs for the project was sent out on 5'h February,2015. The RFP No.

1612014-2015 for Joint Venture Property Development along Kenyatta Avenue in Nairobi

CBD was due for opening on lgth March, 2015. However, based on the requests made by the

invited firms during a pre-tender meeting held on 25th February, 2015, the opening dates

were extended to 9th Aprit,20l5 and further extended to l6th April 2015.
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October, 201 0. A total of 7 firms/consortia responded. (Annex 25)

4. In the 153'd Meeting of the Board of Trustees held on 24th May, 201l, approval was granted

for a mixed urban commercial complex development with a convention centre. (Annex 26)

5. Due to the lapse of time, Intemational Request for Proposals (IRFP's) No. 8/2013 - 2014 for

Joint Venture Property Development in CBD was advertised on 22'd October,20l3. (Annex

27\

6. The closing and opening of the IRFPs for the project was successfully concluded on 22nd

April, 2014, two firms responded. Following the implementation of the PPP Act, 2013 the

Frmd sought clarification from the Public Private Partnership (PPP) Unit on whether the

Kenyatta Avenue project as originally conceptualized fell under the PPP arrangement.

7 . The Fund had two options, under the PPP arrangement to co-manage with the private partner

after completion of the project or outright sell through a joint venture arrangement. The

Fund has since opted for outright sale after completion ofthe project as ajoint venture.



11. The purpose of the tender was to identify a Joint Venture Partner with whom the Fund

would develop the project jointty and subsequently sell the development and share the

profits proportionately according to the capital contribution ofeach of the partner.

Committee's Specific Observations

The Committee observed that;

(i) The NSSF Management did not carry out any feasibility studies on the project designs

and engineer's estimates before tendering. Given the financial magnitude of the Project,

the Fund would have lost biltions of shillings had the Project commenced. The

Management did not adequately respond to the issue of the envisaged,/projected retums

on the investment after comPletion;

(ii) It was improper for the F-und's Tender Committee to use a list of bidders who responded

to a lapsed tender, which were supposed to be retumed unopened;

(iiD The Fund did not advertise for Expression of Interest for consultancy as provided under

section 78 (3) of the Public Procurement and Disposal Act, 2005. It was contraly to the

PPDA, 2005 for the Fund's Tender committee to use a list of bidders who responded to a

lapsed tender, which was supposed to be retumed unopened.

(iv) The procuring entity used restricted tendering method instead ofopen tendering, without

sufficient reasons for the choice of the method; this was done in contravention of the

provisions Section 73 (2) of the PPDA, 2005, which provides for the conditions under

which a procuring entity may use restricted tendering method.

(v) The cabinet approval of the Project was a policy decision on the project, different from

the actual tendering process which the procuring entity ought to have fully adhered to.

4.5 SUBMISSION BY MR. ADAN MOHAMMED' FORMER NSSF BOARI)

CHAIRMAN (2009 -20Is)

Mr. Adan Mohammed, former chairman of NSSF Board of Trustees appeared before the

Committee on 7th July 2015 to adduce evidence on his role in the matter of NSSF Hazina

Towers, Mavoko and Kenyatta AYenue Joint Venture projects.

He informed the Committee THAT -
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1. He served as the Chairman of the NSSF Board of Trustees for two, three-year terms, starting

lrom l"tMarch,2009 and the other from 3'd March,2012. He exited as the Chair on 6th

February, 2015, three weeks before the expiry of his second and final term which was due to

end on 3'd March, 2015. His term subsequently ended on 3'd March 2015 through a Gazette

Notice by the Cabinet Secretary for Labour, Social Security and Services Hon. Kazungu

Kambi. His successor was subsequently appointed. He couldn't, however, attribute his exit

to either expiry of his tenure in accordance with the NSSF Act or premature

terminatior/revocation by the Cabinet Secretary.

2. On the matter of NSSF Hazina Towers, Mavoko and Kenyatta Avenue Joint Venture

projects, he informed the Committee that he did not have access to documentation to support

any information he may give to the Committee conceming the projects. He made phone calls

to NSSF management requesting for the information on the projects but the management

was unwilling to avail the same to him. He was therefore not in a position to prepare any

submission with factual and material evidence on the issues raised by the Committee

concerning the projects. He was advised by the Committee to put his request to NSSF in

writing and inform the Committee of the outcome, which he never did.

3. As to the reason why there has been instability and high tum-over of Managing Trustees at

the Fund in the recent past, he informed the Committee that according to the former NSSF

Act the Managing Trustee was forced to report to both the appointing authority, i.e', Board

of Trustees and the Cabinet Secretary/Minister, who had powers to dismiss the MT. The new

NSSF Act, 2013 that came into operation on lOth January, 2014, remedied the situation by

clearly spelling out the process of appointment, tenure of office, procedure and grounds for

removal of the Managing Trustee by the Board. The Cabinet Secretary no longer has powers

to appoint or remove the Managing Trustee from office.

4. On the appointment of the current acting Managing Trustee, Dr' Antony Omerikwa, he

informed the Committee he was not in a position to provide an adequate response because

the appointment was done by the Cabinet Secretary, after he had left office.

Committee Spccifi c Observation
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The Committee observed that Mr. Adan did not make a written submission to the Committee as

instructed. The Committee was therefore not in a position to substantially interrogate the witness

on his role in the implementation of the three projects.

4.6 SUBMISSION BY HON. GEDION NDAMBUKI, NSSF BOARD CHAIRMAN

Hon. Gideon Ndambuki, the Chairpcrson of the National Social Securify Fund'

accompanied by Dr. Anthony omerikwa, Ag. Managing 'frustee; Mr. Austin ouko' Ag'

Company Secrctary; Mr. Lwenye Mwandembo, Ag. Procurement Managerl Mr' Moses

cheseto, Ag. General Manager, Finance and Investments and Mr. Evans Moturi' Ag.

Finance Manager, appeared before the Committee on 31't January, 2017 to adduce

cvidence on the implementation status of the Hazina Trade Centre Tower project.

He submitted as follows: -
Implementation Status of Hazina Trade Centre Tower Project as at 3l'r January, 2017

L Although there was delay in the commencement of the project due to fears raised by

Nakumatt Holdings Limited (the tenant) and Nairobi City County Government cancellation

of drawings approval, eventually the project commenced on 2nd January, 2014, a year later

than scheduled.

2. The Contractor has cast the l5!h floor, and is waiting for Nakumatt Hotdings Limited to

provide space for column strengthening.

3. The strengthening of column works has been done in basements 3,4 and podium floors. The

State Department of Public Works engineers have been asked to review the column

strengthening for structural integdty.

4. On 25rh June, 2O14, afler consideration ofthe construction mitigation factors and acceptance

of the project, the tenanr (Nakumatt Ltd.) wrote claiming Kshs. I ,620, 148,507 as

compensation for likely loss ofbusiness.

S. M/S Nakumatt Holdings Ltd. reviewed their position on the continuing project and went to

court. on l.r September,20l4, the court issued orders restraining further construction.

6. On l0,h Septemb er,2014, the court lifted the order, pending the full hearing ofthe case. The

case was mentioned on 'l 
6th June, 201 5 for purpose of obtaining a ruling date'
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7. Meanwhile, the Project Consultant and Main Contractor, have been instructed to ensure that

all mitigating actions have been executed to avoid escalation of claims.

8. An ad hoc committee of the Board of Trustees has been formed to negotiate with Nakumatt

Holdings Limited and has already held its first negotiation meeting between NSSF and

Nakumatt Holdings.

9. The Project Consultants have been instructed to obtain all statutory approvals and clearance

for the project with Nairobi City County to enable project implementation.

10. The Board of Trustees directed that an independent consultant be approached to give

guidance on the issue of structural strengthening approval. Subsequently, NSSF

management wrote to the State Department of Public Works on I lth March, 2016.

11. The State Department of Public Works (SDPW) officers reviewed the project designs and

held a meeting with the Project Consultants. They gave a preliminary recommendation that

the higher tower can be constructed up to twenty (20) floor levels above the podium while

the lower tower can accommodate fourteen ( l4) floor levels above the podium.

12. The SDPW instructed the State Department of Infrastructure to perform structural tests for

the existing structure, to allay the fears of structural integrity. Based on the Material Testing

and Research Division (MTRD) test results, the State Department of Public Works advised

that the buildilg structure is adequate to carry the load of40 suspended floors.

Court Case No. ELC NO. f 70 OF 2014

13. After negotiations and consultation with M/S Nakumatt Holdings Limited, it was ageed that

the construction would proceed while they were in occupation and the contractor was to put

mitigation measures to minimize disruption to their business. Nakumatt Holding Limited

was in agreement with the measures put in place and only requested for a reduction ofthe

applicable annual rent by 50%, which the Fund declined, as there was no basis for the

reduction and the Fund only gave Nakumatt Holdings Limited justifiable rebates on the rent.

14. Subsequently, after the Contractor had moved to the site and began construction, Nakumatt

Holdings Limited went ahead and filed a suit (ELC No. ll70 of2014) against the Fund,

claiming Kshs. 1,620,148,507 for loss ofbusiness. On l"t September, 2014, they obtained an
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ex-parte interim injunction against the continued construction of the building. However,

after inter-parties hearing, the interim injunction was lifted on l0'h September,2014'

15. On 3d December, 201 5, the matter came up for higtrlighting of submissions on the 2nd

interlocutory application being (l) Nakumatt's Notice of Motion dated 281h August, 2014 for

injunction and (2) the second defendants (China Jiangxi Intemational) Notice of Motion

dated l5,h September, 2014, seeking to have the plaintifls suit struck out as against the

second defendant with costs.

16. The matter was schedulecl for ruling on the 2'd interlocutory application on Friday 30'h July,

2016 before Lady Justice Gacheru, but the same was not ready. The Judge apologized flor

the delay and said she would deliver the same on notice to be served on all parties.

17. There being no injunction, Nakumatt Holdings Limited has since January,20l5 refused to

gant the contractor access to Basement 1, 2 and ground floor, Mezzanine I and Mezzanine

2 for the column strenglhening works. This is despite the Fund writing to Nakumatt

Holdings Limited on 2l'r January, 2015, notifying them to give the contractor access.

(Annex I l) The works thereby stalled, a situation which will definitety give rise to

contractual claims for the delaY.

18. On the 29th September, 2015, the Fund wrote to Nakumatt Holdings Limited, issuing it with

a Notice of breach of Clause 5 (a) of the Lease for refusing the Fund's Contractor access to

the 3 columns in basements I and 3, which lie at the edge of their store for strengthening.

The Notice gave Nakumatt Holdings Limited 2l days whereupon if they didn't comply with

the Lease dated 12'h August 2003, the Fund would be free to re-enter and re-possess the

entire premises.

1g. The 2l-day Notice ran from the day of service and lapsed on the 22nd october, 2015. The

letter also put Nakumatt Holdings Limited on notice that the Fund would claim indemnity

and damages from them for any financial loss, penalties and interests that may be levied by

the contractor on account oftheir non-compliance with the Fund's earlier notices.

20. The Fund wrote again to Nakumatt Holdings Limited on 9th October,2015 setting out the

facts of the matter and urging Nakumatt Holdings Limited to give access before the notice
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period lapsed and again reminded them that they risked being charged for costs and damages

for the delay occasioned by their refusal to give access.

21. The Fund's Board of Trustees formed an ad-hoc committee of the Board to engage

Nakumatt Holdings Limited on an out-of-court settlement. The committee held a meeting

with Nakumatt Holdings Limited directors on 7'h June,20l6, wherein it was agreed that the

Fund should make a counter offer to Nakumatt Holdings Ltd.'s proposal to settle the matter

out of court.

22. The NSSF counter-offer was communicated to Nakumatt Holdings Limited but it was

rejected. Further consultations are ongoing.

23. On I l'h February, 2Ol7,the court declined all the orders sought, key reasons being: -

(ii) Under clause 2(c) ofthe lease agreement, it is clear that the defendants reserved the

right to build or into any wall or roof of the premises; the plaintiff thus willingly

entered into the lease agreement knowing that NSSF had a right to build or execute

any works;

(iii) Clause 5(h) of the lease agreement gives NSSF the right as it deems reasonable to

carry out any alterations, additions or any improvements;

(iv) The court did not find any special circumstances to glant a mandatory injunction on

the interlocutory application to restrain the defendants until the suit is heard and

determined.

The court therefore found the Motion as being unmerited but ordered the main suit be heard

expeditiously.

Committee Specifi c Observations

The Committee made the following observations. THAT;

(i) The presiding Judge of the High Court has taken inordinately long to deliver a ruling on

court case no. ELC No. ll70 of 2Q14.

(ii) NSSF ought to proceed with construction of the building noting that the High court has

lifted the initial injunction restraining further construction ofthe building.
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4.7 SUBMISSION BY MR. FRANCIS ATWOLI, NSSF BOARD TRUSTEE

Mr. Francis Atwoli, NSSF Board Trustee, accompanied by his Personal Assistant, Mr.

Adams Baraza appeared before the Committee on l2th May,20l5 to adduce evidence on

the matter of NSSF Hazina Trade centre office Towers, Mavoko and Kenyatta Avenue

Joint Venture Projects.

He informed the Committee THAT -
4.7.1 Llazina Tradc Centre Office'l'owers

l. In his opinion, the Project is not viable and not good value for money but that his advice was

disregarded and the project commenced.

2. The initial project cost was KES 3.2B but now stands at KES 6.78.

4-7-2 Mavoko and Kenvatta Avenue Joint Venturc Proiccts

Project Background

3. The Board's Committee for Operations and Investrnents at its meeting on 3l't August 2010

directed NSSF management to advertise intemationally for Expression of Interest (EOI) by

30'h September 2010 for the proposed development of Mavoko, Kenyatta Avenue and State

House/Milimani ptots. The EOI 05/2010-2011 advertisements were subsequently placed in

The Daily Nation, The Standard and The Economist in october 2010 for purposes of

identifoing Joint Venture Partner(s).

4. The EOI was then evaluated by M/s Adventis Inhouse Africa (AIA) who was the Project

Consultant, because the Fund lacked capacity to evaluate and manage projects of this

magnitude.

5. Subsequently, the Fund Tender Committee (FTC) sitting on 26th May, 20 t I , adopted a

report by AIA after varying the cut off score from 60% lo 50%:o, to allow for broader

participation and approved the following firms for invitation to submit Request for Proposals

(RrP)

Mavoko Properfy

a) China CAMC Engineering Co. Ltd
b) Housing Finance
c) Jocl E.D Nyaseme& Associates

d) Africa Legend
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e) Spencon Development Co. Ltd

Kenyatta Avenue Property
a) China CAMC Engineering Co. Ltd.
b) Africa Legend Ltd.
c) Sichuan Huashi Enterprise Corporation (EA) Ltd.
d) Spencon Development Co. Ltd.
e) SIEICO Ltd.

6. The following firms picked Tender Nos 16-17/201l-2012 Joint Property Development for

Mavoko and Kenyatta Avenue.

Mavoko Property

a) China CAMC
b) Housing Finance
c) J.E.D Nyaseme & Associates
d) African Legend

Kenyatta Avenue Property

a) African Legend
b) China CAMC
c) Sichuan Huashi

7. The bids lapsed due to sheer passage of time-

8. Another attempt was made through Tender Nos 08/2013-2014: Proposed Joint Venture

Property Development, Mavoko Sub County and 0912011-2014: Proposed Joint Venture

Property Development, Nairobi CBD advertised on 23rd October 2013 and opened 24th

April 2014 respectively. These, too, lapsed due to passage of time and were subsequently

terminated by the Fund Tender Committee on 22nd January 2015.

9. The Fund Tender Committee of 22nd lanuary 2015, chaired by Dr. Anthony Omerikwa

recommended termination of tender process and invitation of fresh bids through restricted

tendering for Mavoko Project, using a list of firms that had responded to previous

invitations.

10. On 26th January, 2015, Mr. George Mwandembo, the Ag. Procurement Manager sent a

Memo to the Manager, Property Development, informing her of Termination of Tender No.

912013-2014 (lFRPXor Mavoko Joint Property Development, owing to lapse of time. In the
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same Memo, he also informed her that the Fund Tender Committee did not approve use of

restricted tendering for the project.

11. However, on 28th January 2015, the FTC approved commencement of restricted tendering

for Mavoko Joint Property Development and Kenyatta Avenue Joint Property Development,

using l5 firms mentioned above. Sinohydro Tianjin Engineering co Ltd. & Sinohydro Real

Estate Co Ltd. were also listed.

12, prior to this decision, the Fund had requested guidance from Public Private Partnership Unit

(PPPU) which opined that Mavoko should be managed under the Public Procurement &

Disposal Act 2005 and Kenyatta Avenue under Public Private Partnerships Act 2012 No l5

of 2012.

13. The Fund had further requested Public Procurement oversight Authority (PPOA) to guide

on the circumstances under which time lapsed tenders can be evaluated. PPOA advised that

there is no such provision in law.

14. Interestingly, on 28th January 2015, with blatant disregard to relevant statutes, the Fund

Tender committee approved a list of fifteen (15) frrms drawn from previous procurements

(lapsed and terminated tenders). The firms approved are the following:

(i)

(ii)
(iii)
(iv)
(v)

("i)
(rii)
(vii)
(ix)

(x)

(xi)
(rii)
(xiii)
(xiv)
(x,

Davuruk Builders and Contractors

lyeihai International Economic & Technical Cooperative Company Ltd'

Sinohydro Tianjin Engineering Co Ltd. and Sinohydro Real Estate Co Ltd'

Baseline Architects Consortium & Zakhem Inlernational Construction Ltd'

Housing Finance Ltd.

Markem Ltd.

Epix Inveslments Ltd.

Joel E.D. Nyaseme& Associales

Edermann Properties Ltd.

African Legend Ltd.

Synbion Kenya Ltd.

Spencon Developmenl Co. Ltd.

China CAMC Engineering Co. Ltd.

2dh Century

Group 5 Structured IngenuitY
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15. Restncted Tender Nos 15-1612014-2015 Joint Property Development - Mavoko Sub County

and Nairobi CBD respectively were issued, closing on lTrh March 2015 and l9'h March but

were rescheduled to open on 8'h April 2015 and 9'h Apnl 2015 respectively.

16. With the foregoing, the following gaps in the procurement proceedings are too glaring and

point to fiaud, conspiracy to commit economic crimes and high-level malfeasance.

(i) That no request has been submitted to PPOA by the Fund to be allowed to use a

specified permitted procurement procedure as per Public Procurement and Disposal

Act 2005 Section 92.

(ii) That the Public Partnership Unit was involved in the approvals of the concept and or

documentation as required under the Public Pnvate Partnership Act (PPPA).201 2

(iii) That no feasibility study was carried out for projects estimated at KES 130 billion of

pensioners' savings, is quite telling and point at management interested only in

making quick money by letting interested parties carry out skewed feasibility study

and issue favourable reports only for individual benefit.

(iv) That the approval by the Cabinet vide reference letter ML/ADM4/128 VOL.V dated

26'h August 2013 by Hon. Samwel Kazungu Kambi, Minister for L'abour, Social

Security and Services, therefore was irregular and may have been based on

misinformation, because no feasibility report, project road map or concept has been

done.

(u) That if tender lapses by sheer passage of time and/or is terminated, it is illogical to

rely on lapsed and terminated information to progress the same.

(vi) That it is irregular to use previous respondents as a basis for restricted tender and yet

the proceedings thereto lapsed or were terminated.

(vii) That is there is no evidence that the projects budget of KES l.8B provided in FY

201212013 has been rolled over.

(viii) That a project cannot be undedaken without planning. As per Public Procurement

and Disposal Act 2005 Section 26 as amended on l8rh June 2013 under Cazette

Notice 106, no procurement proceedings can begin without a budget. It appears the

new tender advertisements are pegged on the provision for KIS l.68 in the budget

estimates for FY 2015/2016, which can only take effect from l'r July, 2015, if
approved. This is scandalous!
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17. The tender documents go on to suggest that a feasibility study will be done once the joint

partners are identified. This means pensioners' money will be spent long before the viability

of the projects is established. This is not and cannot be prudent use ofpublic resources. It is

pure plunder, as this is meant to align the report to individual interest (subjective not

objective). Such a study can only be done by an independent consultant, who should not be

part of the project contractors. In this instance, the prospective joint venture pa(ner(s) are

being asked to provide feasibility study and on this account alone, they will score a

maximum of 20 marks.

18. That these projects estimated value is beyond threshold allowed for restricted tenders under

PPD Act 2005 and the Regulations 2007 and no explanation can justify it without an EoI

process.

19. That the list approved by FTC has not been subjected to due diligence to establish their legal

existence, financial standing and as at now, so it is possible the Fund is dealing with paper

tigers.

20. To date, no forensic audit has been done to establish whether the Fund makes any profit for

pensioners, with many investments in real estate.

21. In conclusion, the Cabinet Secretary, Management and Trustees involved in this flagrant

abuse process should be named, investigated, called to account and be charged for abuse of

offlce, committing public money without planning and conspiracy to commit economic

crimes among others. The tenders should be suspended forthwith and the EACC, CID,

ombudsman and DPP move in quickly and carry out multiagency investigation and provide

a report in not more than 30 days. In the interim, all those mentioned in this saga must be

directed to step aside to allow for impartial investigations'

22. When asked whether he had any interest in the two projects or related contractors, Mr'

Atwoli responded that his only interest was to safeguard pensioners' funds from

mismanagement.

Committee Specifi c Observations

The Committee observed THAT -
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(D Dr. Omerikwa did not disclose that he chaired the Fund Tender Committee meetings where

key decisions were made regarding Mavoko and Kenyatta Avenue projects.

(iD The Contract Agreement signed between Sinohydro Tianjin Ltd. and Reverof Consulting

Ltd. is not dated and its motive is suspect.

4.8 SUBMISSION BY IION. KAZUNGU KAMBI, FORMER CABINET

SECRETARY, MLSSS (2013-2015)

Hon. Kazungu Kambi, former Cahinet Secretary Ministry of Labour, Social Security and

Services appeared before the Committee on 12rh May, 2015 to adduce evidence his role in

the matter ofthe procurement of llazina Trade Centre Office Towers Project, Mavoko and

Kenyatta Avenue Joint Venturc Property Development Projects.

He informed the Committee THAT -
.1.8.1 Il azina Trade Centre Officc Towers Proiect

Advertisement, tendering, tender evaluation and award of the re-tendered contract for the

proposed completion of the NSSF Hazina Trade Centre Office Towers Office Block Tower

(Hazina Towers) Project was done between 9'h January,20l3 and I lth February,20l3 before

he was appointed into office.

The Tender was awarded to M/s China Jiangxi Intemational (K) at a contract price of KES

6,71 5,218,188.00 with a completion period of 155 weeks. Contract was signed on 26th

February, 2013 which allowed for an advance payment ofup to l0% of the contract sum.

The Contractor was therefore paid KES 67,1521,818.80 as l07o of the contract value on 6'h

March, 2014 to facilitate commencement of the Project. Construction of the Hazina Office

Towers is ongoing.

According to the Contract Agreement, payments to the contractor are to be made on monthly

basis upon submission of the apptications, giving sufficient details of works done and

materials on site. However, the contracting entity shall make the payment upon certification

of the same by the Project Architect.

I

2

3
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Following termination of the contract of the former NSSF Managing Trustee, he issued a

press release, cancelling all NSSF projects that were tendered but had not been awarded,

including the Mavoko Sub County Joint Venture and Kenyatta Avenue Joint Venture

projects.

The projects will be re{endered afresh. Further, all Projects which have been awarded and

are ongoing wilt be subject to a comprehensive audit by the Efficiency Monitoring Unit

(EMU).

Mr. Kambi was hard-pressed to give actual figures of the total cost of the two Joint Venture

Property Development projects. He however indicated that NSSF',s contribution in both

Kenyatta Avenue and Mavoko Sub County Joint Venture Property Development projects is

Iand.

Kenyatta Avenue Joint Venture project is 3.6 acres ofland along Kenyatla Venue in Nairobi

CBD while Mavoko Sub County Joint Venture Project measures 1,010-acres which he

approximated the value to be KES 30 million per acre, which would make it worth at least

KES 30 billion.

NSSF developed a concept Note that he used to develop a cabinet Memorandum, which he

forwarded to the Cabinet. The Cabinet's rationale for doubling the number of the proposed

low-cost housing units (from 30,000 to 60,000) was because of the rising demand for houses

in Nairobi

Committee Specifi c Observations

The Committee observed that:

(D Hon. Kambi interfered with the procurement process of a procuring entity by cancelling

the advertised tenders for Mavoko and Kenyatta Avenue Joint venture Projects.

(ii) Should NSSF Management undertake the proposed development projects without joint

venture partner substantial funding, the developments would put a sEain on the Fund's

financial portfolio.
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4.9 SUBMISSION BY AMB. RAYCHELLE OMAMO, FORMER AG. CABINET

SECRETARY, MLSSS

Amb. Raychelle omamo, the then acting cabinet Secretary for Ministry of Labour, Social

security and services (MlSSS)accompanied by Mr. Ali Noor Ismail, former Principal

Secretary, MLSSS appeared before the Committee on 9rh April and 6rh May 2015, to

adduce evidence on the matter of the procurement process for the Completion of Hazina

Trade Centre Office Towers in Nairobi and Joint Venture Property Development Projects

at Mavoko and Kenyatta Avenue.

On the matter of contracts for proposed development projects in Mavoko, Hazina Towers and

Kenyatta Avenue, Amb. Omamo assured the committee that she would not sanction any

unlawlul decision that may lead to loss of members' contributions and that no major investments

would be made by the Fund until the Board was properly constituted. She issued a Moratorium

to this effect.

Committee Specifi c Observation

The Ag. Cabinet Secretary safeguarded public funds through issuance of a Moratorium to

prevent loss of funds through committal of funds in the absence of a duly constituted Board of

Trustees at the time of her appearance.

4.10 SUBMISSION BY MR. MAURICE JUMA, DIRECTOR-GENERAL' PPRA

Mr. Maurice Juma, Director-General, Public Procurement Regulatory Authority

accompanied by Mr. Peter K. Ndung'u, Procurement Officer appeared before the

committee on 21't May,20l5 to adduce evidence on the National Social Security Fund's

(NSSF) Hazina Trade Centre Office Towers Project in Nairotri county and Joint venture

Property Development Projects in Mavoko Sub County and Kcnyatta Avenue in Nairobi in

Nairobi City.

The Director General informed the Committee THAT- (Annex 4)

4,10.1 Hazina'I'rade Centre Oflice Towcrs Proiect

l. PPOA noted that the procuring entity had initiated a procurement process, tender No.

l4/2OlO-2Oll for Completion of Hazina Trade Centre Office Towers-Nairobi and awarded

it to Cementers Ltd. at KES 5,997,771,380.
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2. This award was challenged at the Public Procurement Administrative Review Board

(PPARD) by China wu Yi (Kenya) co. Ltd. and china Jiangxi Intemational Kenya Ltd.

under Application Nos. l4l2011 of 20'h April 20ll and 15/2011 of 21" April, 2011. The

PPARD, upon review of the procurement evidence and testimony fiom the witnesses, found

the tender process was flawed and annulled the award ofthe tender.

3. The successful bidder, Cementers Ltd. challenged the PPARB decision in the High Court in

2011. The High court, upon hearing the parties, found the application failed for lack of

merit. Upon dismissal of the case by the High Court, NSSF initiated fresh procurement,

unrler tender No. 2ll2012-2013 for Completion of Hazina Trade Centre Office Towers-

Nairobi.

4. on 26th July 2013, PPOA received an anonlrrnous letter from a concerned NSSF staff,

alteging that the processing of the tender No. 2112012-2013 was not done fairly'

5. Pursuant to section l0l and 102 of the Public Procurement and Disposal Act, 2005, PPOA

vide letter Ref. No. PPOA 4/30/100 vol. I l(35) dated l" August, 2013 wrote to

comprehensively demonstrate that the tendering process adhered to the Act and its attendant

Regulations. In the same letter, NSSF was requested to submit all documents which were

used in the processing of the subject tender in order to review the conduct of the subject

tender. NSSF, vide letter Ref. SF/A/10/16 Vol XXV dated 19th August 2013 NSSF,

submitted some of the documents PPOA requested.

Conduct of the Procurement Process

6. The procurement was an open tender that was advenised in the dailies, Nation and Standard

on 9,h January 2013 and closed on 30th January 2013 at I l:00am. NSSF used a two-envelope

system in which the technical documents were opened on the materials date.

7. The fotlowing six firms responded to the tender: -

O SinohydroCorporation
(ii) China National Aero Technologt International Engineering Corporation
(iii) China Railways No. 5 Engineering Group Co- Limited
(iv) China Jtangxi International(K) Limited
(v) EPCO Builders Limited
(vi) Parbat Siyani Construction Ltd.
(vii) China llu Yi Ltd.

puBLIC INVESTMENTS COMMITTEE: Special Report on the completion of NssF Hazina
Trade centre office Towers and Implementation of Proposed Joint venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

E



8. According to the Evaluation Report, the tender evaluation was done in three stages,

preliminary, technical and financial, by a committee of four evaluators. Preliminary

evaluation of the tender was based on the conditions stated in the advertisement notice and

the bid documents issued to the bidder. Three firms, China National Aero-Technology

Intemational Corporationt China Jiangxi Intemational (K) Limited and China Wu Yi Ltd.

met all the conditions.

9. Technical evaluation was carried out using the criteria stipulated in the bid documents. The

cut off mark for the bidder to move to the financial evaluation, the next stage, it must score

at least 80%. Only two bidders, China National Aero - Technology Intemational

Corporation, and China Jiangri Intemational (K) Limited, qualified.

10. The financial bids were opened on 5th February, 2013 by a committee of five officers and

witnessed by the two bidders' representatives. The financial bids were as follows:

i. China National Aero-Technology Intemational Corporation KES

6,741,174,428;

ii. China Jiangxi Intemational (K) Limited - KES 6,599,888,888.

11. It was noted that the financial evaluation of the tender was not carried out by an evaluation

committee established in accordance with Regulation l6 (7) of the Public Procurement and

Disposal Regulations, 2006.

12. A letter Ref. No. TN454ll3 from Tana & Associates dated 7th February, 2013 forwarding

the financial evaluation report was evidence that the evaluation was done by Tana &

Associates. In addition, the unsigned report did not recommend which firm was to be

awarded the tender although from the report, China Jiangxi International (K) Ltd' was

the lowest evaluated bidder even after correcting arithmetic error of KES 115,329'300.

13. NSSF's Tender Committee awarded the subject tender in its meeting held on I lth February,

2013 to China Jiangxi Intemational (K) Ltd., at a tender price ofKES 6,599,888,888 subject

to the bidder's confirmation of tender arithmetic error of KES I I 5,329,300.

14. China Jiangxi Intemationat (K) was notified of the tender award on I lth February, 2013

vide the NSSF's letter Rei. No. sF/A/10/l6rvoLXXl I I and accepted the offer vide their

letter Ref. No. GJIC/003/2013 dated l2th February, 2013 and accepted the arithmetic enor
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and consequently adjusted their tender sum upwards from 6, 599,888,888 to KES

6,715,218,188. This was an increment of KES I15,329,300 being the arithmetic enor'

15. NSSF subsequently signed a contract with China Jiangxi Intemational (K) Ltd. at the

corrected tender sum of KES 6,715,218,188 with a completion period of 155 weeks'

Observations on the Conduct of the Procurement Process

16, China Railways No. 5 Engineering Group co. Ltd. and china wu Yi Ltd. did not provide a

Certificate ol Incorporation, which was a mandatory requirement, but were considered

responsive during preliminary evaluation against the provisions of Section 64(I) ofthe Act.

The failure to disqualifo the two firms was inconsistent with Regulation 48( I ) of the

Regulations.

17. China Jiangxi lntemational did not sub-contract works (b), (c) and (d) (mechanical;

plumbing; firefighting and air-conditioning) as indicated in the bid document against the

mandatory requirements of the tender but were considered responsive in preliminary

evaluation contrary to the requirements of Section 64( I ) of the Act;

18. NSSF informed China Jiangxi about the arithmetic error after the evaluation process and not

before. contrary to Section 63 of the PPDA 2005 and clause 5.7, Instruction to Bidders, in

the bid document

19. The procuring entity did not correct errors noted in the financial bid of the successful bidder

in accordance with Section 63 of the Act and clause 5.7, Instruction to Bidders, in the bid

document.

20, The Evaluation committee failed to observe the provisions of section 64(l) of the Act by

not considering the audited accounts of the joint venture partners of the winning bid and in

consequence made him resPonsive.

21. Provisional sums for some un-quantified works were repeated in the BQ which may have

escalated the cost of the project and loss of funds through double counting, for example, in

the BQ for sub contract for mechanical ventilation and air conditioning installation page No

MV/MS provided the following provisional sums:

a) PCfor Plenttm Chamber and associated worlcs = KES 5'000'000
b) PCfor basement fans automation: KES 5,000,000
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c) Provisional Sum for contingency sum : KES 2,000,000

22. Still in the same BQ Section No. l5 titled Prime cost (PC) and provisional sums, pagel5/2

provided as follows:

(ii) Provided the sum of KES 80,000,000 to cover the cost of mechanical

builders in plenum chamhers, fans in basement and services refurbishment

and interconnection.

(iii) Under the subcontract for mechanical ventilation and air conditioning,

China Jiangxi International (K) Lld. was the sub-contractor at KES

33,973,867 which included provisional sums of KES 5'000,000; KES

5,000,000; and KES 2,000,000.

(iv) The total tender sum of KES 6,715,218,488 awarded to China Jiangxi

International (K) Ltd. included all these provisional sums listed above,

thdt is KES 80,000,000; and KES 2,000'000.

23. PPOA was not aware of the compensation claim of KES 1.6 Billion by Nakumatt Holdings

Ltd. for loss ofbusiness occasioned by intem.rptions due to ongoing construction works.

24. PPOA had advised NSSF to consult with their lawyers on the next step because they had

signed a contract which is illegal and which if not honoured would occasion loss of public

funds.

25. They would also recommend that the person who had signed the contract on behalf of NSSF

be held personally responsible for this.

26. PPRA normally advises state corporations to plan their procurement and follow the

procuement law to avoid a situation where they commit an illegality and rush to the

Authority for advice on the way forward.

Conclusion

27. The Report was brought to the attention of NSSF, whose response did not address the

findings contained in the report. As a result of the breaches of the procurement law cited

above in the conduct of the procurement process, the process was inconsistent with

procurement law.
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4.10.2 Mavoko and Kcnvatta Avenue Joint Venture Development Proiects

The Director General informed the Committee THAT -
l. The procurement processes were initiated through Expression of lnterest (EOI) which were

advertised in the Daily Nation Newspapers of l8th October, 2010, the Standard Newspaper

on lgth october, 2010 and The Economist on 23rd October, 2010. The deadline for

submission of EOI was l5th December, 2010 at I1.00 a.m.

Z. The NSSF invited interested parties to express their interest in partnering with them in the

development of:

(i) 960 acres of land in Mavoko Municipality, Machakos County'

(ii) 3.6-acre property at the iunction of Kenyatta Avenue and Uhuru Highway'

3. Interested companies or consortia were expected to express interest in designing,

development, financing and selling or operating the developments on joint venture basis.
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Committee Specific Observations

The Committee observed that that PPOA found the procurement process for Completion of

Hazina Centre Office Towers Project inconsistent with several provisions of the PPDA 2005 as

evidenced by the following instances: -

(i) That although the PPDA 2005 is silent on whether Certificate of lncorporation can be an

international or local one, both China Railways No. 5 Engineering and China Wu Yi did

not provide the certificates, a mandatory requirement and the two were considered

responsive and proceeded to the next stage of evaluation contrary to Sec 64(l) of the Act.

This failure to disqualify the firms was inconsistent with Regulation 48(1) of the

Regulations.

(iD NSSF informed China Jiangxi lntemational of the arithmetic error and they did not correct

the errors noted in financial bid contrary to section 63 of the PPDA 2005 and clause 5.7,

lnstruction to Bidders, in the bid document.

(iii) China Jiangxi lntemational did not sub contract works of mechanical, firefighting,

plumbing and air-conditioning as indicated in the bid document against the mandatory

requirements of the tender but were considered responsive contrary to sec 64(l) of the

PPDA 2005.
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4, The EOI documents were opened on l5th December, 2010 by a committee comprising of

five (5) offrcers. According to the tender opening minutes, the EoI were received fiom the

following bidders:

Mavoko Sub County Projcct

(D
(iD
(iii)
(iv)
(u)
(vi)
(vii)
(viii)
(ix)

Housing Finance
Marken Ltd.
Lordship Group
Joel Nyaseme
Edermann Property
Africa Regent Ltd.
Symbion Intemational
Spedex (Spencon)
China CAMC Engineering Co. Ltd.

Kenyatta Avenue (Central Business District) Project
(i) Hewani Consortium
(ii) Sichuan Huashi Corp.
(iiD Aliican Legend
(ir) Symbionlntemational
(v) Spedex (Spencon)
(ui) Sietco Ltd.
(vii) China CAMC Engineering Co. Ltd.

S. Evaluation was conducted by a committee comprising of seven (7) members. The evaluation

process w6s conducted in three (3) stages, based on the requirements provided in the tender

notice. The requirements were technical profile evaluation, financial profile evaluation and

proposal submission

6. The committee recommended as follows

Mavoko Project

(i) China CAMC Engineering Co. Ltd
(iD Housing Finance
(iii) Joel E. D Nyaseme& Associates

Kenyatta Avenue Project

(r) China CAMC Engineering Co. Ltd.
(iD African Legend Ltd.
(iii) Sichuan Huashi Enterprise Corporation E. A. Ltd.
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7 According to the Tender Committee Minutes dated 26th May, 201 I , the Committee lowercd

the cut-off score from 60Yo which appeared to have been set by Mr. Tom Odongo, General

Manager (tnvestment) to 50% and as a result two bidders were accommodated in each

tender. These were, Spencon Development Co. Ltd. for both Mavoko Project and Kenyatta

Avenue project and SIECO Ltd. for CBD Project. The firms approved were: -

Mavoko Sub County

(i) China CAMC Engineering Co. Ltd
(ir) Housing Finance
(iii) Joel E. D Nyaseme& Associates
(iv) African Legend Ltd.
(v) Spencon Development Co. Ltd.

Kenyatta Avenue/CBD Property

(i) China CAMC Engineering Co. Ltd.
(ii) African Legend Ltd.
(iii) Sichuan Huashi Enterprise Corporation E.A Ltd
(iv) Spencon Developmcnt Company Ltd.
(v) SIECO Ltd.

8. The outcome of the EOI was communicated to the bidders, vide letters dated 21st June,

201l. The successful bidders were informed that they will be invited to respond to Request

for Proposal later. It is noted that the notification letters for Spencon Development Company

Ltd. and SIECO Ltd. were not availed and therefore it could not be ascertained whether they

were notified or not, despite having been approved by the tender committee.

9. From the documents submitted by NSSF, it is not clear whether the process went beyond

short listing of the firms.

10. NSSF advertised the two (2) Requests for Proposals in The Daily Nation newspaper on 22nd

October, 2013. The RFPs were tender No.08/2013-2014 for Proposed Joint Venture Property

Development in Nairobi Central Business District and tender No.0912013-2014 for Proposed

Joint Venture Property Development in Mavoko Municipality, Machakos County. The

deadline for submission of proposals was 4th December, 2013 and 30th November, 2013

respectively.
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Il. The tender opening minutes were not availed. However, the process was terminated before

the evaluation was conducted. The termination was approved by the tender committee vide

minutes of meeting No.l7 held 22nd January, 2015. According to NSSF, termination was

necessitated by lapsing of the tender evaluation period before it was concluded. Bidders

were notified of termination, vide letters dated 4th February, 2015.

12. The Tender Committee approved the use of restricted procurement method for the Mavoko

and Kenyatta Avenue (CBD) projects vide its meeting held on 28th January, 2015. The

committee also approved the following firms who had participated in the same tenders in the

previous procurements that \[ere not hnalized.

(i) Davuruk Builders and Contractors

(ii) Weihai Intemational Economic and Technical Cooperative Co Ltd'

(iii) Sinohydro Tianjin Engineering Co. Ltd. and Sinohydro Real Estate Co Ltd'

(iv) Baseline Architects consortium and zal<hem Intemational construction Ltd.

(v) Housing Finance

(vi) Markem Ltd.
(vii) Epix Investment Ltd.

(viii) Joel E. D Nyaseme& Associates

(ix) Edermann Properties Ltd.

(x) Afi:ican Legend Ltd.
(xi) Symbion Kenya Ltd.

(xii) Spencon Development Co. Ltd.

13. Invitations were sent out through letters dated 5th February 2015. A review of the invitations

shows that four (4) firms namely china GAMC Engineering co. Ltd., Trans century

lnvestment in Africa and Group 5 structured Ingenuity waterfall Business Estate, were

invited but were not in the list approved by the tender committee.

14. According to the tender opening minutes, tender lor Mavoko Project closed,/opened on l5th

April, 2015 and the following bidders responded:

(i) Zakhem Construction Ltd. and Baseline Architect Construction Ltd'

(ii) Sinohydro Tianjin Engineering Co. Ltd. and Sinohydro Real Estate Co' Ltd'

(iii)Edermann Prope(y Ltd. and China Railway No. 10 Engineering

(iv)Weihai Intemational Economic Technical Cooperative Co' Ltd'

15. Tender for Kenyatta Avenue (cBD) Project was opened on l6th April, 2015 and only one

bidder, Trans Century Ltd. responded'
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16. Evaluation was conducted by a committee comprising of five (5) members and a secretary.

The committee was appointed by the Accounting Officer. The Evaluation Committee did not

evaluate the tenders but recommended termination of the tenders due to negative publicity

surrounding the tenders as pcr Section 36(l) of the Public Procurement and Disposal Act,

2005. The report was signed by all members.

17. In its meeting hsld on l3th May, 201 5, the Tender Committee concurred with the

recommendation of the tender processing committee and terminated the two (2) tenders.

NSSF issued termination notices to the bidders vide lctters dated l4th May, 2015.

18. The termination reports for the two tenders referred to above are yet to be submitted to the

Authority in accordance with Section 36 (8) of the Act and PPOA Circular No. 4/2009 of

24th June, 2009.

19. The procurement process has taken inordinately long to conclude, taking into consideration

that the process started through EOI in October,20l0.

Committee Specific Observations

The Committee observed that -
(D There is disparity in acreage of land for Mavoko Project development. According to PPOA

960 acres are available while NSSF informed the Committee that 1,010 acres are available.

It's not clear what the true position is and this also has a bearing on the value of the exact

land available for development.

(ii) Although the tenders for Mavoko and Kenyatta Avenue wete cancelled, money was spent

in the procurement process ofthejoint venture partners as well as advertisements to cancel

the tender.

4.II SUBMISSION BY HAZINA TRADE CENTRE OFFICE TO\ryERS PROJECT

CONSULTANTS

Hazina Trade Centre office Towers Project Consultants namely Mr. Salmann Hameed

(Partner, Mruttu Salmann & Associates), Mr. James Kisa (Partner, Kisa & Partners

Consulting Engineers Ltd.), Mr. Patrick Tana Mutisya (Quantity Surveyor, Tana &

Associates) and Eng. David Maganda (Abdul Mutlick & Associates) appeared before the

Committee on 12th May, 2015 and 7th February, 2Ol7 to adduce evidence on the Hazina

Trade Centre Office Towers Project'
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4.11.1 Submission by Mr. Satmann Hameed, Partner, Mruttu Salmann & Associates

Mr. Hameed informed the Committee THAT-

l. Mruttu Salmann & Associates were re-appointed by NSSF as the Project Architects for the

project namely: Development of office and Shopping Complex on Monrovia street,

Nairobi-LR. No. 209/6708 - Completion of Tower for Offrces via letter dated l'r December

2010.

2. The terms of commission and scale of fees were in accordance with the latest "Conditions of

Engagement and Scale of Fees for Professional Services for Building and Civil Engineering

Works" issued by Ministry of Public Works (Sec 200 and 300).

3. Vide letter dated I'r December 2010, they informed the client that their original commission

was based on Cap 525 of the Laws of Kenya and requested that their current commission be

on similar terms.

4.11.2 Submission by Mr. Patrick Tana Mutisya (Quantity Surveyor, Tana &
Associates)

Mr. Tana informed the Committee THAT-

4. Vide letter dated l"t December 2010, NSSF re-appointed them as the Quantity Surveyor

consultants for the project namely: Development of office and shopping complex Monrovia

Street, Nairobi-LR. No. 20916708 - Completion of Tower for offices. The terms of

commission and scale of fees were in accordance with the latest "Conditions ofEngagement

and Scale of Fees for professional services for building and civil engineering works" issued

by Ministry of Public Works (sec 200 and 400).

5. Tana & Associates (T & A) prepared the Tender Documents in form of Bills of Quantities,

incorporating measured works, specification and the Client's brief. They were requested by

the Ctient to check for errors in the arithmetic calculations of the last two contractors who

qualifi ed for financial evaluation.

6. T & A gave factual report dated 7'h February to NSSF on the outcome of the arithmetic

checking showing the error and the financial effect of the outcome. That brought to an end

their engagement with NSSF on the procurement process and they were not part of the

evaluation committee and did not therefore participate in the evaluation.
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7. They were not aware of the contractors who were invited to tender and leamt of them for the

first time at the tender opening session.

4.11.3 Submission by Eng. David Maganda (Director, Abdul Mullick Associates)

Eng. Maganda informed the Committee THAT-

8. Abdul Mullick Associates were called by the Client NSSF as Project Consultants for Phase I

ofthe Project and were given the briefand scope of the Project.

g. This was followed with confirmation of engagement by way of appointment letter dated l't

December 2010. The Terms of Reference were to provide Structure and Civil Engineering

Services.

10. Commissioning of the Consultants was not competitive but was based on the Consultant's

capacity to handle the project and present workload.

ll. The Scope of the Works was the construction of Hazina Towers from existing floor for a

further 34 floors within specification given by the architects and engineers. The key action

areas on the project were to give structural drawings and validate Traflic Study Report on

the project area.

12. The Terms of Engagement were as prescribed in the Letter of Appointment, which is the

latest "Conditions of Engagement and Scale of Fees for Professional Services for Building

and Civil Engineering Works" issued by Ministry of Public Works. In particular Sections

200 and 600 ofthe said conditions.

13. The estimated cost for the project was KES 6,631,825,234

Issues Surrounding the Project from Inception

14. Confined State: There were difficulties of developing the size of the building in the

confined area due to neighbouring developments. This was adequately captured and

articulated in the Tender Documents and Contractors were aware of the limitations as they

bidded.

i. Environmental Impact Assessment Study: A firm of experts was commissioned and

got approval with mitigation measures from NEMA.

ii. Sitting Tenants: The Consultants raised the issue of sitting tenants in particular

Nakumatt Holdings. lt was made clear that was a matter between the Client and the

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed.loint Venture Property
Development in Mavoko sub County and Kenyatta Avenue in Nairobi CBD

l_s_l



tenants (Nakumatt) and that the issues would be settled. Abdul Mullick Associates

provided the Tender Documents for the construction to proceed when the sitting tenants

would be going on with his business but in a controlled safe way.

4.11.4 Submission by Mr. James Kisa (Kisa & Partners)

Mr. James Kisa informed the Committee THAT-

15. Kisa & Partners were involved in the earlier scheme to design and supervise the completion

of Hazina Towers Project then called Monrovia Street Project on LR No. 20916708 Nairobi

in the tate 1990s. It was completed in 2003 and handed over to NSSF.

16. NSSF vide letter dated I't December 2010, re-appointed them as the Electrical &

Mechanical Engineering Consultants for the project namely: Development of Office and

Shopping complex Monrovia Street, Nairobi-LR. No. 209/6708 - Completion of tower for

offices. The terms of commission and scale of fees were in accordance with the latest

"Conditions of Engagement and Scale of Fees for Professional Services for Building and

Civil Engineering Works" issued by Ministry of Public works (sec 200 and 500)'

17. The firm carried out design, prepared bills of quantities and gave the estimates and

documents for the commission to the client on l4'hJanuary20ll.

18. In January 201 I , the client directed the consultants to submit prices of bills of quantities for

thet use before tender.

19. On 3'd February 201 l, they advised NSSF that as per the Ministry of Public Works terms of

commission, pricing of bilts of quantities falls under additional/special services; there is a

due process to be followed by the consultant.

20. on l4rh Feb 2011, NSSF acknowledged receipt but claimed that the consultant had no

intention of compllng with their instructions. The consultant wrote back advising them that

they required NSSF to confirm the pricing documents as forwarded to them before the

consultant could price them.

21. NSSF terminated its contract with Kisa & Associates vide letter dated 14rh February 201 1.

22. By this period, the ctient had all the bills of quantities and drawings. Kisa & Associates

wrote to them on lOth March 2011, attaching all necessary documents.
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4.11.5 Joint Oral Evidence by the Consultants

The Consultants made the following joint presentation: - THAT

l. All the consultants had been involved Ilom the beginning of the pro1ect in the 1990s and had

a history of the project which led them to be re-appointed. They did not view their re-

appointment as an illegality since in their view the project never lapsed.

2. The original design was for 28 floors and the sub structure fiom which the office towers are

being built fiom are the same ones designed in the 1990s. NSSF did not have funds to

complete the superstructure in the 1990s as envisaged but had recommenced and

restructured for the work to be completed. The main project contractor in the 1990s is

different from the current Hazina Towers Project contractor.

3. The client wanted to increase the floors of the office tower from the original 28 floors to 36

floors. They, as the structural engineers had to do an analysis and mathematical modelling to

confirm whether the foundation and structural beams could take the additional floors at an

additional cost to NSSF.

4. The terms ofreference and architectural fees remained the same as in 1990s.

5. They had not had a prior relationship with NSSF before the commencement of the 1't project

in 1998. But because the final accounts prolonged even after the project had technically been

completed, their relationship with NSSF had continued on after the completion of the

shopping complex in 2003.

6. It was the responsibility of the client, not the consultant, to ensure that they complied with

all relevant Iegal requirements.

7. There was no competitive bidding for their services in 1994. The Architect who is the

visualizer of the Project, M/s Mruttu Salmann & Associates was in the NSSF panel of

Consultants and was invited to design the Project in 1994 and submit to the Board of

Trustees.

8. Over time, in the 12 years that the project had stalled, NSSF would request the Quantity

Surveyor how much it would cost to complete the project. All the consultants were actually

called for a meeting once a decision had been reached at NSSF to complete the project

where they were informed of the decision. The letters re-appointing them followed soon
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after. There was no prior written communication requesting NSSF to employ them on the

stalled project nor letter ofoffer from NSSF on the same.

9. They did not have a contact at NSSF to keep them briefed on the status of the project, but

the Quantity Surveyor, on request, submitted his responses to the Managing Trustee who

kept changing over time.

10. The original tender for the project in 1994 was KES 3.181 Billion while the current project

was tendered for KES 6.63 Billion.

4.11.6 Consultants' Response to the State Department of Public Works' Report

Foundation

1. The Consultants are in agreement that the foundation is adequate for the designed 40

floors.

Column Strengthening

2. The original design has been superseded by cantilevered floor outside by l.5m on both

towers and inside I .7m on both towers.

3, Additional 8 floors were also added to conform to the new tower design. The net result is

that the goss floor area has increased by 657o compared to original design'

4. 66 columns out of 128 needed strengthening. Out of these 66 columns, only 27 have not

been strengthened because they are located in Nakumatt stores (Basement 82 and 83) and

business areas where access was denied.

5. Arising out of the detailed analysis and results ofcore tests, it was recommended that the

column dimension be increased with a steel jacket of between 125 and l50mm.

Column Calculation Checks (C30)

6. The State Department of Public Works used Procon software for analysis while current

practice for high rise buildings, ETABS - 3D is the recommended software.

7. The State Department of Public Works used axial load of 40,470 Kn - slightly lower than

aclual 47 ,00'l .61 Kn used in design.

8. The major discrepancy however, is that:

. Design check is based on axial load (compression) while the column is also subjected to

bi-axial loading - (bending movement) which were left out;
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. The main problem with the calculations is that rebar and concrete strength adopted are

much higher than the actual and column configuration are round-shaped and NoT square.

o Schmidt hammer test indicate 50.8N/mm2, however 55 N/mm2 is adopted for

calculations.

. The area of steel entered is 32,170mm2 as opposed lo 28,944ftt2.

Justification for reinforcement of Columns using Carbon Fibre

9. During the design check of original design to accommodate the client's requirement of

additional eight (8) floors and extension of the floor plates by about 30% per floor, the

Consultants found it prudent to check the concrete stren$h of the existing columns by

extracting cylindrical cores for testing.

10. Arising llom the tests results, the strength grades used in EYABS model was 40 N/mm2.

From the model assessment, the columns required strengthening.

11. The tower columns were assessed in terms of current rebar (reinforcement) and compared

with rebar amounts as determined by ETABS model with additional 8 floors'

12. From the assessment above, it shows that the total number of 66 columns out of 128

columns required strengthening and would be disruptive to the tenant. At that stage, the

strengthening method adopted was "steel jacketing."

13. When the contract was awarded, the contractor expressed concem about the jacketing

methodology.

14. On June 3'd, 2013, AMA Consulting proposed an altemative method for strengthening -
i.e. Sika-wrap method due to the following advantages over reinforced concrete jacket/steel

channel:

(i) Increased axial load carryingup to 200o/o;

(ii) Increase ductility up to tenfold;

(iii)lncreased column shear, flexural and seismic strength;

(iv)Minimal change to structural weight, shape and appearance;

(v) Easy to handle and requires minimal clearance for instalment hence reduces disruptions

to the tenants;

(vi)Faster and cleaner in its application.
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15. As a way forward, the Consultants proposed that the structure can either be finished as it is

and occupied up to the l4'h floor or completed as redesigned with the strengthening ofthe

27 columns that are pcnding.

Additional Oral Submissions

16. The Consultants stood by their position on the need for column strengthening owing to

design changes which the State Department of Public Works did not seem to have taken

cognizance of in their Report. The SDPW Report on the building did not take into

account the bending movement caused by the extension of the floor plates by about

30oh per floor, hence concluding that strengthening of columns was not necessary.

17. The original design, as per the contract, had provisions for strengthening of columns. The

controversy arose after Nakumatt Holdings Limited denied the contractor access to the

columns.

18. The lease agreement between NSSF and Nakumatt Holdings Limited had a caveat

stipulating that the building could be subject to development during the duration of the

lease.

19. On the mafter of alleged limited parking space, the Consultants informed the Committee

that the building has adequate parking space of 500 parking slots in the basement, which

Nakumatt Holdings Ltd. continues to generate revenue from.

COST-BENEFIT ANALYSIS OF COLUMNS STRENGTHENING WITH SIKA

WRAP/CONCRETE JACKETING

Preamble

20, The Columns strengthening was a process identified by the Engineers by appropriate

testing methods and rigorous re-analysis and redesign before the contract documents went

to tender.

21. The cost of columns strengthening was included in the Bills of Quantities and was not an

afterthought.

22. The total number of columns identified as requiring strengthening was 66 in number

covering basements, areas occupied by Nakumatt up to podium level only.

23. The concrete jacketing (traditional) method which was in the Bills of Quantities was

modified in methodotogy to have more sika wrap and less concrete. This modification was

special consideration to the tenant M/S Nakumatt Holdings so that there was least
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disruption to his operations. This was effective because it was fast, required less

operational area and least debris (cleaning).

24. According to the Engineer, it was even stronger. The contractor welcomed the sika wrap

method as it was faster and more convenient. Nakumatt gave the impression that they had

agreed access to the areas occupied and indeed gave access for 39 columns to be

strengthened. It was not clear how and why they changed their mind midstream. They

refused access to the remaining 2? columns which are yet to be strengthened'

Cost Considerations

AMOUNT (KES)

tll Cost of Sika Wrap/Concrete jacketing as

provided in the BQ to be applied on 66

no of columns

(Kxs)

244,728,603.00

B2 Cost of Sika Wrap works already done

on the 39 no of columns for the works up

to l4th floor including unfixed materials

Value ofwork done - 145,685,750.00
Unfixed materials - 47,240,000.00
TOTAL - 192,92s,7s0.00

B3 Cost of Sika Wrap/Concrete jacketing

UNDONE on remaining 27 columns

Value of llorl<s done when complete

as in I above - 244,728,603.00

Less value of works done in 2 above -

192,925,750.00

Total of remaining works undone =

5r, 802,853.00

Cost Benelit Analysis Options

25. Option of constructing l4 floors only without further column strengthening

26. Option of constructing 40+ floors without further column strengthening.

27 . Option of constructing 40+ floors as per design with full concrete strengthening'

Cost benefit analysis for oPTION I ofwork up to 14 floors without further strengthening

28. The structure is done up to l4th floor with 39 columns strengthened to take full

development. The columns from l" to l4th floor were also designed and built to carry the
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full height ofthe Tower but these did not require strengthening. The reinforced shear walls

were also done to take full development.

29. The amount already spent on column strenglhening is KES 192,925,750.00 as per item 82

above.

30, This option does not benefit from the decision to omit columns strengthening because its

costs are already subskntially incurred up to KES 192' 925,750.00.

31. The strengthened columns to l4'h floor and shear watls will all remain underutilized if the

buitding stops at l4th floor.

32, The cost of saving if no further strenglhening is done is only KES 51,802,853 as in 83

above.

33. The investor will lose all the prospected income of full development. The investor will be

required to pay for all other costs adsing from delays once they're determined. The project

will not be viable due to optimizing use of his plot on the development. The money spent

against the much reduced income from the l4 floors will not give payback for a long time.

34. This option is least viable.

Cost benefit analysis for OPTION 2 of work up to 40+ floors without further column

strengthening

35. The structure is done up to the l4th floor as in Option I above

36. The amount already spent on column strengthening is KES 192,925,750.00 as per item 82

above.

37 . This option will benefit from the decision to omit columns strengthening by saving the cost

ofKES 51,802,E53 for the undone columns reported above in 83.

38. The option will further benefit the investor the full realisation of the development. This

will in the long run pay back the investor for the investment. The full development will

generate more income to help mitigate against other costs arising fiom the delays when

determined.

39. In this option, there will always be the unsettling fear that the building is not sitting well

due to weak columns and may collapse. This arises from the fact that the Consulting

Engineers M/S Abdul Mullick Associates have reiterated that they take no responsibility of

the structure without complete strengthening of the columns. This is a different stand from
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the State Department of Public Works position that the building does not need columns

strengthening.

40. This fear can be removed il there is a professional meeting of minds between the

Consulting Engineers and SDPW.

41. This option is viable except for the disparity between the Consulting Engineers and SDPW

explained above.

Cost benefit analysis of OPTION 3 of work up to 40+ floors with full identilied columns

strengthened

42. The structure is done up to 14th floor as Option I above.

43. The amount already spent on column srengthening is KES 192,925,750,00 as per item 82

above.

44. This option will cost more for the remaining work in strengthening the columns by KES

51,802,853 as reported in 83 above.

45, This option will benefit the investor with full realisation of the development. This will in

the long run pay back to the investor for the investment. The full development will

generate more income to help mitigate against other costs arising from the delays when

determined.

46, ln this option, if the two Engineers parties (consultants and SDPW) agree and strengthen

all columns, confidence will be brought into the building and there will be no fears of

collapse.

47. A substantial cost of strenglhening (KES 192, 925,750.00) has already been incurred.

48. This option is viable.

Consultants' Observations

49. The SDPW and the Consultant Engineers M/S Abdul Mullick Associates have agreed on a

very fundamental position that the 40+ floors can be built and the foundations can take

this.

50. The point of difference is the strenglhening of the columns, which SDPW says is not

necessary, and Abdul Mullick Associates says there is need for strengthening to the

selected columns.
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51. The present position of the project is that most of the strengthening is already done. The

cost of strengthening the remaining columns is the only thing now the client can save. This

cost is about KES 51,802,853.

52. The client/investor has already or will incur other costs due to delays as will be determined

whether they stop at l4 floor or got 40+ floors.

53. lt is up to the decision makers to decide if the client can just stop on the l4th floor and fail

to reap the benefits of full development, which will reasonably mitigate some of the

incurred costs and in time recover the investment, because of the disagreement of KES

51,802,853 which is the cost ofthe remaining colunrns strengthening.

54. The other remaining obstruction to full development if this option is adopted is the access

to strengthen the remaining columns. As of now, Nakumatt have refused access. The

impasse between the Client and Nakumatt needs to be resolved for the bigger good.

55. All other matters ofwho bears the blame for this and that, can continue to be sorted out in

appropriate forums as this building goes on, ifthat is so decided.

56. The cost of strengthening the columns aIKES 244,728,603 is 3.6% of the tender figure of

KES 6,715,218,488. If this amount could be saved, it would certainly be good for the

investment but the strengthening was found necessary by the Consulting Engineers.

57, The final consideration to this Report is that between SDPW and Abdul Multick

Associates, the process of checking whether the strengthening was necessary or not, was

not expected to bring an identical outcome. It may have been intended to see a reasonable

extent of their disparity in design because, it is probably not possible that two engineers

will come up with exact design.

58. The Consultants may therefore be persuaded to start thinking about whether the dispanty

of 3.6Yo of costs in design tolerance is admissible or not.

59. It must not get lost that SDPW and Abdul Mullick Associates Engineers are agreeable in

over 95oh of the outcome of their evaluation.

60. Option No. 2 and 3 viable ifa consensus is reached on the disparity ofthe design.

Committee Specific Observations on the Consultants' Submission

The Committee observed THAT -
(D In line with the Public Procurement and Disposal Act 2005, the then Managing Trustee (in

2010) had no legal standing to appoint or re-appoint the consultants without going through
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(iD

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

4.12

a competitive procurement process for their services. Further that the letters all dated I

December 2010, re-appointing them, were in fact illegal as per the PPDA 2005 and were

relerring to a project which had commenced but stalled twelve years earlier.

Mavji construction co. Ltd. was the contractor in the first phase ol the Project that was

handed over in 2003, while the current contractor is China Jiangxi Ltd.

Pursuant to the Article 3 and 227 of the Constitution of Kenya, the Consultants were also

obligated to follow the applicable laws. They could also be sanctioned, under A(icle

227 (c) of the constitution, for failure to perform according to professionally regulated

procedures, contractual agreements or legislation.

The cost of strengthening the columns at KES 244,728,603 is 3.6% of the tender figure of

KES 6,715,218,488.

Should column strengthening be abandoned, NSSF will save I(ES 51,E02,853. However,

thc amount already spent on column strengthening is KES 192' 925,750.00.

The SDPW and the Consultant Engineers M/S Abdul Mullick Associates have agreed on a

very fundamental position that the 40+ floors can be built and the foundations can take

this.

The impasse between NSSF and Nakumatt ought to be urgently resolved in interest of the

public.

The State Department of Public Works and the Consulting Engineers Abdul Mullick &

Associates should, in the interest of the public, have a professional meeting of minds to

address the matter of whether column strengthening is really necessary. This will remove

the fear of the building collapsing, should lurther column strengthening be abandoned as

per SDPW advice.

SUBMISSION BY HAZINA TRADE CENTRE OFFICE TOWERS BIDDERS

4.12.1 Submission by Cementers Ltd.

Mr, Ramesh Vishram, the Managing Dircctor of cementers Ltd. accompanied by Legal

Counsel Mr. G. Getao appeared before thc Committee on 14th May, 2015 to adduce

cvidence on the procurement of National social Security Fund (NSSF) Hazina Trade

Centre Office Towers Project contract by NSSF.

Mr. Vishram infonned the Committee THAT-
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I Cementers Ltd. is a limited liability company incorporated in Kenya. The Company

tendered for the Tender No. 1412010-2011 advertised by NSSF on l't February, 201 I in
The Daily Nation and The Standard newspapers for the completion of the Hazina Trade

Centre Office Towers.

The tenders opened/closed on 4'h March,20l I and ten (10) bids out ofthe total twenty (20)

that bought the tender documents were evaluated. The bids opened are as tabulated below:

Bidder
No.

Bidder's Namc Bid Sum (KES) Delivcry Period

I China Jiangxi lnt. (K) Ltd. 6,236,s57,784 156 weeks

2 EPCO Builders Ltd 6,497,n6,084 160 weeks

3 FUBECO (China Fushun) 6,354,016,059 140 weeks

4 Cementcrs Ltd. 5,997,7I|,380 I 70 weeks

Sichuan Huashi Enterprises 6,439,171,049 I 39 weeks

6 Tulsi Construction Co 6,720,527,089 190 weeks

7 Seyani Brothers Co. (K) Ltd. 6,73t,607 ,984 212 weeks

N. K Brothers Ltd. 6,313,909,101 199 weeks

9 China Wu Yi (K) Co. Ltd 5,715,7 s2,876.73 130 weeks

t0 Parbat Siyani Construction
Co. Ltd.

I 59 weeks
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5,951,291,730

Evaluation

3. The evaluation was carried out in three stages; namely Preliminary Evaluation, Technical,

Evaluation and Financial Evaluation.

Preliminary Evaluation

4. At the Preliminary Evaluation stage, all the mandatory requirements were evaluated to

determine the tenderers' responsiveness. The criteria for evaluation included:

a) Tender submitted in the required format;

b) Tender security in the required format, amount and validity;

c) Tender sigred by the lawfully authorised to do so;

d) Required number of copies;

e) Tender validity period;

f) The provision of mandatory documents which included Certificate of Incorporation,

valid NSSF compliance certificate, valid tax certificate, directors, audited account

for the last years; and
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g) current certificate from the Ministry of Public works "A", Electricity Regulatory

commission class lA, communications commission of Kenya Licence and the

joint agreements (with the subcontractors)'

5. Only cementers Ltd. had a responsive bid, which underwent evaluation on the technical

parameters.

Technical Evaluation

6. lv{/s Cementers' bid was evaluated and assessed on its level of compliance to the technical

requirements and awarded marks. The bidder was evaluated on the following parameters:

a) Completion and compliance of the particular specifications;

b) Personnel;

c) RelevantexPerience;

d) MachinerY and EquiPment

e) Business suPport:

f) Referees; and

g) Completion progmm for the works.

i . The cut off marks was 75olo and M/s Cementers Ltd. attained a score of 9l .2yo and therefore

proceeded to the financial evaluation stage.

Financial Evaluation

8. The tender sum was checked for full compliance to the specifications, arithmetic errors and

consistency in price and was summarised as below:

Biddcr's
Name

Bid Sum (KES) Arithmeticly
corrected
amount

Tender
error
amount

Error
percentag
e

Renrarks

Cementers
Ltd.

5,997,71 1,380.00 5,991,840,822.00 129.442.00 -0.002% Error too
insignificant

g. The Evaluation Committee then noted that the tenderer complied fuUy with the technical

specifications, had arithmetic error that was too insignificant and its price distributions were

consistent.

10. The committee then recommended that the tender for the completion of the Hazina Trade

Centre Office Towers- Nairobi be awarded to M/s Cementers at its quoted price of KES

5,gg':-,7 | 1,380.00 inclusive of taxes with a completion period of 170 weeks'
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11. The Bidders were notified of the award of the tender to Cementers Ltd. vide notification

letters dated lTth April,20l l.

Request for Review of the Award

12. Two companies, China Wu Yi (K) Co. and China Jiangxi lodged separate requests at the

Public Procurement Administrative Review Board (PPARB) on 20th April, 2011 and 21"

April, 201 l, for review of the decision by NSSF to award the Tender No. l4/2010-2oll lo

Cementers Ltd.

13. The PPARB made the following ruling: -

iil All grounds of appeal of the award of the tender to cementers Ltd. as raised by

China lYu Yi Company failed and subsequenlly their request for review was

dismissed.

iv, Tender Evaluation Committee wrongfully disqualified China Jiangxi from the

tender process as there was no written evidence from Ministry of Public worl<s

(MOPW) that their proposed Mechanical Ventilation and Air Conditioning

sub-contractor M/s Raerex lacked a current MoPW Registration Certificate.

China Jiangxi had submitted a letter from MOPW lhat was to serve as

certificate until such a time aformal certificate is issued to the sub-contractor.

The Evaluation committee had confirmed the sub-contractor's registration

verbally with the MOPIV.

v. The successful bidder, cementers Ltd., did not demonstate in its tender

documents thdt it eve/ canied out projects comparable in nature and value to

the description of the project in the tender documents.

vL The Tender Evaluation committee acted contrary to section 66 (2) PPDA, 2005

which provides "that evaluation and comparison shall be done using that

procedures and criteria set out in the tender documents and no other criteria

shall be used. "

vil Tender Evaluation Commiltee had allowed only one bidder to proceed to the

technicalandfinancialstagesoftheprocess,therebyde/eatingtheobjectsof

Section 2 of the PPDA, 2005 Act which seek to promote fair competition,

ensure thaf competitors are treated fairly; ensure integrity and fairness of the
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procedures used and increase transparency and accountability in the

procedures used.

viii. In lhe circumstances, PPARB found the manner in which evaluation was done

was Jlawed and China Jiangxi was wrongt'ully disqualified from the tender

process, untl accordingly their appeal succeeded. Pursuant to Section 98 of the

Act, PPARB annulled the award of the tender lo Cementers Ltd.

Judicial Review

2. Cementers Ltd. filed an application on 2nd November, 201 I in the High court for judicial

review of the decision of PPARB. They also sought to prohibit NSSF fiom retendering the

. tender for completion of Hazina Trade Centre O{fice Towers.

3. On 29'h November, 201 1, the Court ruled that Cemcnters Ltd. failed to disclose any

reasons to warrant grant of orders it sought and in the circumstances the application failed

for lack of merit.

4, Upon dismissal of the case by the High Court, NSSF initiated fresh procurement, under

Tender No. 2l/21012-2013 for the completion of Hazina Trade Centre Office Towers.

5. Cementers did not seek a further judicial review at the Court of Appeal after the High

Court ruling because the Company did not expect different verdict from the one made by

PPARB and the High Court.

6. The Company has never been contracted by NSSF for any business or services and has

been in the construction industry for the last 40 years.

7. The Company did not tender for the re-advertised tender because one of the

specifications in the tender documents was that a tenderer must have had constructed

and completed two 40-storey buildings in the previous 5 years, which practically all

local (Kenyan) companies did not have.

8, Cementers Ltd. has been in the construction industry for 48 years and is cunently

undertakrng construction of a 28 storey building on Lenana Road. Prior to the first award

of the contract to Cementers, the Company had not done any business with NSSF.

Committee Specific Observation

The Committee observed that the requirement set out in the tender documents in the re-

advertised tender for having completed two 40-storey building was discriminatory, prejudicial

and designed to lock out local (Kenyan) companies from tendering.
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4.12.3 Submission by N. K Brothers Ltd.

Mr. Pravin Khoda, Director, N.K. Brothers Ltd. presented the following written evidence

dated l3th May, 2015 on the Company's engagement with NSSF on the matter of NSSF

Hazina Towers Project: -

Mr. Khoda informed the Committee THAT-

1 The Company responded to the tender notice published in the local dailies on l"t February,

201I and l6'h February, 201 I and consequently submitted their bid on 4th March 201 I with

tender amount of KES 6,3 I 3,909,1 0l and expected time frame of 199 weeks.

2. The tenders were publicly opened on 4'h March, 201 I .

3. The tenders were evaluated by NSSF, who subsequently informed them that their tender

was unsuccessful, vide letter Ref. SF/A/10/l6,ryOL.XVIII dated 7'h Apnl 2015.

4. The Company did not lodge any complaints regarding the tender award process as the

process w,rs done in conformity with normal tendering procedures.

5. The Company did not participate in the second tender for the project on account of its

heavy workload at the time.
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4.12.2 Submission by FUBECO Limited

Mr. Shi Zrizhi, Managing Dircctor, FUBECO (China Fushun No. I Building Engineering

Company Ltd. submitted the following written evidence dated l2rh May 2015 on the

Company's engagement with NSSF on the matter of NSSF Hazina Towers Project: -

Mr. Zaishi informed the Committee THAT-

l. FUBECO Ltd. tendered for the Project namely "Proposed Hazina Trade Centre OIfice

Towers- Tender Bo. 14/2010-2011 as advertised in the Daily Nation Newspaper of l't
February 201 I .

2. They were declared unsuccessful and communication received from NSSF, vide letter

dated 7rh April 201 I , Ref SF/A/IO/VOL.XVIII and were requcsted to collected their Bid

Bond vide letter dated 8'h April.

3. The Company did not have further communication with NSSF and has no knowledge or

evidence on the tender process, evaluation, award or complaints on the project.



4.12.4 Submission by China Wu Yi Co. Ltd.

Mr. Liu IIui, Managing Director, China wu Yi co. Ltd. informed the committee, vide letter

dated l grh May, 2015, that the company participated in the tender for the construction of Hazina

Tradc Centre Office Towers Tower but lost the bid and accepted the results without rcservations'

4.12.5 Submission by Parbat Siyani Construction Co' Ltd'

Mr. Mukesh Halai, Director, Parbat Siyani construction Ltd. informed the committee, vide letter

Ref. MMH/NAC ClOOll21l5 dated l3th May, 2015, that the Company participated in tender for

the proposed NSSF Hazina Trade centre office Towers Tower in Nairobi cBD but were

unsuccessful. He further added that they did not lodge any complaint or appeal against NSSF',s

verdict.

4.13 SUBMISSION BY CHINA JIANGXI LTD., HAZINA TRADE CENTRE oFFICE

TOWERS CONTRACTOR

Mr. Zhang Jian, Managing Director China Jiangxi Company Limited accompanied by Mr'

ZhongZang,EngineerappearedbeforetheCommitteeon2SrhJuly,2015toadduce

evidence on the Tender for the Completion of Hazina Trade Centre Office Towers Project'

Mr. Jian informed the Committee THAT -
l. In January 2011, the National Social Security Fund (NSSF) advertised for the Tender for

theCompletronofHazinaTradeCentreofficeTowers,Nairobi(NSSFTenderNo.

1412010 - 20rt).

2. China Jiangxi Intemational participated in the tender and obtaincd the tender documents

after paying the requisite non-refundable fee of KES 5000. The tenders were opened on 4'h

February, 201 l, after which NSSF commenced the evaluation process'

3. Through a letter dated 7'h April 201l, the Company received a notification fiom NSSF to

the effect that the tender bid was not successful and were asked to collect their tender

security and tender bid bond.

4. Being aggrieved by the decision ofNSSF, as communicated through a later dated 7th April

20ll,theCompanyfiledarequestforreviewdated2l''Apri[beforethePublic
Procurement Administrative Review Board (PPRAB)'

5. The request for review was heard on l3th May 201l.The PPRAB delivered its decision on

l7,h May, 2011, in which it declared that the tendel process was flawed and upheld the
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request for review. It accordingly annulled the award of the tender to M/s Cementers

Limited and directed NSSF to retender.

6. Being dissatisfied by the decision of the PPRAB, successful bidder Cementers Limited

filed a judicial review proceeding in the High Court Being Judicial Review No. 134 of

201t.

7. After hearing the matter, the High Court rendered his Judgement on 29th November,2012

in which he dismissed the Notice of Motion requesting for judicial review.

8. Cementers Limited, again dissatisfied with the High court decision filed an appeal at the

Court ofAppeal vide a notice ofAppeat dated 3'd September 2012.

9. The said Cementers also filed an application for stay for execution and injunction being

Civil Application No. 2 of 2013. This application was never certified as urgent or heard-

10. The Company was awarded the tender following a fresh tender process, at a contract sum

of 6,715,218,188.00 for a contract period of 155 weeks.

Committee Speeifi c 0bservation

The Committee observed that following a fresh tender process after nullification of the award to

cementers Ltd., China Jiangxi Ltd. won the tender for the completion of the Hazina Trade

centre office Towers at a contract sum of 6,715,218,188.00 for a contract period of 155 weeks.

4.14 SUBMISSION BY MR. ATUL SHAH, MD NAKUMATT HOLDINGS LTD.

Mr. Atul Shah, Managing Director Nakumatt Holdings Ltd. accompanied by Advocate,

Mr. Manasses Mwangi appeared before the Committee on lSth August 2015 to adduce

evidence on the status the company's Lease Agreement with NSSF on Hazina Trade

Centre Office Towers and its objection to further continuation ofthe Project.

He informed the Committee THAT-

1 On 12th August 2003, Nakumatt Holdings Limited entered into a lease agreement with

NSSF where Nakumatt Hotdings leased the entire premises situated on L.R No. 20916708

Nairobi lying between Monrovia Street and Moktar Daddah Street in the Central Business

District of Nairobi, premises otherwise known as Hazina Trade Centre Office Towers. The

leased premises comprised basement floors l, 2,3 and 4; the ground floor; mezzanine

floors I and 2; and podium level.

2. The lease agreement was to commence on I'r January, 2004 and run for a period of 20

years, up to 3l't December 2023 after which Nakumatt Holdings would quit possession of
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1

the leased premises. It was a condition of the lease agleement inter alia that Nakumatt

Holdings Ltd. shall enjoy quiet possession of the leased premises. Nakumatt Holdings Ltd.

have not terminated the lease agreement and no notice has been issued requiring

termination of the lease agreement. However, NSSF has resulted to harassing Nakumatt

Holdings Ltd., interrupting the commercial activities of Nakumatt Holdings and its agents,

including customers without just cause.

Nakumatt Holdings operates the business of a retail supermarket, trading in the name of

.Nakuman Lifestyle'. olher tenants and/or agents of Nakumatt Holdings operate the

business deating with foods, drinks, pubs, shops, art shops, beauty shops' banks and other

forms ofbusinesses that demand maintenance ofhigh standards ofcleanliness and hygiene.

The Nairobi county Govemment (then Nairobi City council), having foreseen the

haphazard and hurried manner in which the project was being undertaken, had issued

several conditions which were to be met by NSSF before, during and even after the

completion ofthe project namelY: -

O The Fund takes responsibility and indemniJies lhe County againsl any premise's

claims regarding safety of the public and tenants likely to be affected during the

development of lhe Projecl

(ii) IJndenake lo appraise the pre-construction lrallic study rePort and the subsequent

TrofJic Management Plan and formulate a responsive Post-construction Tralfic

Management Plan and commit funds to implement the same to support lhe

completed develoPment.

(iii) The Fund undertakes a full EIA study, complete with full disclosure of the scope

of the referred proposal, with full participation of all parties likely to be imPacted

by the proposed project and Lvail a written undertaking to implement salisfactory

Environm e ntal M itigatio n Plan.

(iv) Provide written commitment to compensate tenants and business oPerators likely to

suffer material or business losses as a result of lhe implementation of the project'

These conditions have not been met so far by NSSF before, dunng and even after the

completion of the same project.

5
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6. NSSF required a single tenant and despite the building not being to standard, Nakumatt

agreed to lease the whole premises, considering that NSSF was supposed to invest the

money that belongs to employees, where Nakumatt is a major employer in the country.

7. The Company sub-let the eateries and the shops, which they could not run or manage but

always paid NSSF in one cheque, in tandem with their desire to have one tenant.

8, The leases premises were to be redeveloped up to 28 floors. NSSF needed money, and as it

did not have the money, NSSF pleaded with Nakumatt Ltd to lease the building as it was.

9. NSSF wanted one person as a tenant and though the building was not conducive for us,

Nakumatt Holdings Ltd. decided to take it up, considering that NSSF was supposed to

invest the moneys that bclonged to employees, where Nakumatt is one of the major

employers in the country. Nakumatt agreed on rent based on usage of the whole premises

and they sub-let the eateries and the shops that they could not run or manage but always

paid NSSF in one cheque in tandem with their desire to have one tenant.

10. Though the lease provides for future development, the redevelopment was not to be

undertaken arbitrarily with impunity and/or in a derogatory and spiteful manner.

ll. In March 201l, NSSF indicated that they intended to re-develop 28 more floors and they

consequently held a meeting. In April 2013, they requested Nakumatt Holdings to send a

representative to their meeting to hear what NSSF was proposing to do. Later on,

Nakumatt Holdings saw minutes that were never agreed upon as their representatives in the

meeting had their role Iimited to listening to proceedings of the meeting.

12. Initially, the building was to be redeveloped into 28 floors, then later, the number changed

to 36 floors and eventually NSSF indicated that they were constructing 39 floors and these

haphazard proposals left Nakumatt Holdings wondering what the true position was and

whether NSSF was really settled on what it was proposing to do and how the proposed

developments would affect the sitting tenants.

13. Concerned with the safety of the shoppers and members of the general public, the amount

of dust generated at the construction site, noise pollution, blockade of entrances to the

shopping mal[, sanitary standards, injuries that may be occasioned on the public, waste

management, security issues and who to bear liability for any injuries, Nakumatt Holdings

asked NSSF to terminate the lease to allow them move out of the building so that

construction could go on unintem:pted. NSSF objected the termination of the lease and
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undertook to develop a comprehensive proposal on how the construction would be

undertaken while the shopping mall remained operational'

14. NSSF failed to address the concems raised by Nakumatt and forcefully commenced

redevelopment ofthe building. Most of the areas under occupation were affected and those

businesses closed down and the affected tenants, refused to pay any rent due to loss of

business.

15. on commencement of the exercise of strengthening the piltars at the basement, one side of

the building was blocked offand entrances to the car park were closed off and this greatly

affected the usage of the car park. Further the blocking ofthe entrance and exit on Moktar

Daddah Street impacted on the usage of the street by the public because the scaffolding

erected around the blocked entrance blocked off the street as well; thus affecting the

business.

16. Nakumatt Holdings Ltd. has lost majority of its customers with a customer base of about

250/o being maintained currently. Nakumatt Lifestyle thus risks loss of goodwill and

eventual closure.

17. As the unhappy situation continues, NSSF continues to demand full rent, a situation that is

hard to understand since Nakumatt Hotdings Ltd. operates at an under capacity of 301:".

The company considers thrs to be frustrations intended to force them out of the building.

lg. The Directorate of Occupational Safety and Health Services inspected the leased premises

and in their report on 26'h May,20l4 raised various concems on the safety of the leased

premises.

19. on the 5rh ofJune 2014, they issued a revised report countermanding their earlier one of

26,h May 2014. The space of time between the two reports was very short and considering

that there was an intervening weekend and a public holiday that fell on a week day, there

was no sufficient time for the Directorate to conduct appraisals so as to generate another

report and having in mind that NSSF is also a landlord to the Directorate, they got

concerned that they could have been improperly influenced to issue a positive report- It is

unlikely that the revision was not based on professional considerations'

20. Another concem is that loading more weight on the pre-existing stmcture without prior

strengthening of all the pillars and the continued loading of weight on the said stnrcture
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would render the building a liability and a threat to life and safety of its occupants and the

members of the public. Strengthening of all columns has not been done.

21, The construction occupied space that was initially under use by Nakumatt and it was

imperative to rework the area occupied by Nakumaft, renegotiate the reimbursements of

the costs of maintaining hygiene and cleanliness, due to increased dirt and waste as a result

of the construction site.

22. Nakumatt attempted to halt the construction by filing Environment and Land Court Case

No. I170 of 2014 Nakumatt Holdings Ltd. Vs the Board of Trustees and another by filing

an Application under Certificate of urgency on 29'h August 2014. The case has not been

heard.

23. The construction of the Hazina Trade Centre Office Towers is thus being carried out not

only inegularly but also in disregard to the constitutional dictates and statutory provisions.

For instance, the said construction is in total violation of the principle of sustainable

development and it completely and totatly disregards legal principles and best practices

governing environmental conservation and sustainability. Failure to involve Nakumatt

Holdings Ltd. in the goings on in the Project, when Nakumatt Holdings is an affected party

is in total violation of Nakumatt's right to fair administrative action as enshrined in Article

47 of the Constitution of Kenya 2010.

24. Nakumatt has suffered losses attributed to the ongoing construction and has made a

demand of KES 1,620,148,507 from NSSF, reflecting the current loss suffered so far by

the Company due to reduced business tabulated as follows:

Item Description Cost (KES)
Reduction in Sales 738,419,'768.01

Rental Losses 45,06,140.52

Advertising 210,000,000.00
Staff 70,291,204.50
Rental Increase 27,600,000.00
Parking Slots (50) 9,450,000.00
Additional Cleaning Staff 30,558,642.46
Legal Risk (expected claims
from tenants)

500,000,000.00

Goodwill/Uncertainty 400,000,000.00
TO'TAL LOSSES 2,03 1,383,7ss.55
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25. It is for these reasons and among others that the court proceedings were instituted against

continued implementation of the project and Nakumatt Holdings Ltd. continues to maintain

its objections to further construction of the building.

26. If Nakumatt exits the buitding located in CBD, it will suffer loss of good will and

reputation from the Public.

Status of the Lease

27. The lease was entered into on l2th August 2003 for a term of20 years commencing on l't

January 2004 and has not been terminated or notice issued for termination. Despite the

failure to terminate the lease, NSSF has been acting in a manner inconsistent with the

rights of Nakumatt Holdings Ltd. to enjoy quiet possession of the leased premises. This is

an indication of the intention of NSSF to compel Nakumatt Holdings Ltd.to terminate the

lease agreement.

Objections to Construction of the Project

28. Nakumatt Holdings Ltd. strongty objects to the continued construction of the project for

the following reasons:

(i) The construction is being carried out without the necessary regulatory consents and

the approvals and without meeting the prerequisite conditions set by the regulatory or

approving authority.

(ii) The construction is contrary to several statutory and legal provisions, some of which

NSSF has failed to remedy, despite the notice requiring them to do so.

(iii) The continued construction has gravely and negatively affected the business and

interests of Nakumatt Holdings at the leased premises.

29. The impugned construction is in total violation of the constitutional principle of

sustainable development, as embodied in Article 10 of the Constitution of Kenya, which

binds all public officers and individuals, to observe the rule of law and to treat everyone

equally before the law, and not to discriminate any person for whatever reason. Further,

the construction violates Article 60 of the Constitution, that requires that land shall be

held, used and managed in a manner that is equitable, efficient, productive and

sustainable.

30. NSSF is pursuing a scheme of construction eviction against Nakumatt where NSSF is

engaging in cryptic and dishonest acts and conduct that has the effect of ensuring that
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Nakumatt is no longer able to maintain any meaningful business at Hazina Trade Centre

Office Towers, which will eventually lead to Nakumatt vacating the premises. Once

Nakumatt leaves the premises, through coercive machinations of NSSF, rather than

through the elaborate process set out under the lease agreement, then, Nakumatt will only

have itself to blame as it will have lo locus standi to recover any relief against NSSF but

on the other hand, NSSF would maintain a valid claim to recover against Nakumatt for

the remainder of the ten years which are now not accounted for. NSSF would have a

semblance of cogent argument to the effect that Nakumatt would have voluntarily

vacated the demised premises, thereby, terminating the lease agreement unilaterally,

contrary to the provisions of the said lease agreement.

Committee Specifi c Observations

The Committee observed THAT-

(D There seems to have been no adequate, meaningful and conclusive consultations or

agreement between NSSF and their client Nakumatt Holdings to address the concems

raised by Nakumatt on redevelopment of the building and to resolve the underlying issues

rqlated to the lease agreement.

(iD Something on the lease agreement if it provided for Nakumatt to give room for NSSF to

expand the construction.

(iii) NEMA ought to have considered the issues which emerged after the original EIA license

was issued (namely safety of the public, waste management, traffic management and

security) before extending the validity of the same license.

4.15 SUBMISSION BY THE NAIROBI COUNTY GOVERNMENT

Mr. Patrick Tom Odongo, County Executive Committee Member for Urban Planning,

Housing and Lands accompanied by Mr. Gregory Mwakanongo (the Acting Nairobi City

Government County Secretary), Ms. Rose Muema (Chief Officer Urban Planning)' Mr.

John Barreh (Director Urban Planning, Mr. Justus Kathenge (Director Housing and

Lands) Mr. John Ojwang (Ag. Assistant Director) and Mr. Gad Awuonda (County

Attorney) appeared before the Committee on Sth October 2015 to adduce evidence on

compliance of the NSSF Hazina Towers Project on plot LR. NO 209/6708 along Monrovia

Street with City County Government Building By-laws & Regulatory Framework.

Mr. Odongo informed the Committee THAT -
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1. The original plan lor the development of the NSSF Hazina Towers Project on plot LR No.

209/6708 along Monrovia street was approved in 1995. The original plan comprised of25

floors. However, the development was implemented up to ground, mezzanine I and 2

(podium level) with 4 number of basements and 387 parking bays'

2. In 201l, additional 9 floors were approved making a total approved development to 34

floors consisting of 4 basement floors lor parking, commercial facilities on the podium

levels from ground to mezzarine 2 and offices.

3. In March 2013, the City County renewed development plans for 34 floors, vide building

plan Reg. No FE 322.

4. In May 2015, another building plan for renewal was submitted, vide plan Reg. No. FF108

and approved but later the plans were disapproved on l8'h September, 2015, when it was

discovered that the plot number used to submit the plans was incorrect'

5. A building approval issued by NCCG to execute a project is only valid for 2 years and the

developer must commence the project within I 2 months after obtaining an approval.

6. The following were statutory requirements that NSSF was required to comply with:

l. Secure the approval of building plans, structural designs and hoarding prior to

commencing implementation; which they NSSF did'

2. Secure the site with an approved hoarding, scaffotding and netting to protect the

public and users of the building from dust. The hoarding and dust netting were

poorly done. Corrective enforcement action was undertaken'

3. Developer, contractor and consultants to notify the Nairobi City County Govemment

to undertake statutory inspection as required, a condition which has not been

complied with.

4. During the construction, the contractor was required to ensure that noise is

maintained at acceptable level at all times during construction activities - this was

partially done leading to complaints by neighbours at times'

NSSF Compliance with conditions contained in county Letter Dated 18th December,20l3

7. The above mentioned letter spelt out several performance conditions to be observed during

the implementation of the project. Some of these conditions include: -;
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0 The Furul indemniJies Nairobi city county against any possible losses regarding

safety of the public, claims by sitting and contiguous tenants likely to be affected

during the development of the project;

(ii) Responsive post construction traffc management plan;

(ii, The Fund undertakes full EIA study with full disclosure of the scope of the project

with participation of all contiguous property owners as well as public facilities likely

to be impacted negatively by the development;

(iv) Provide written commitment to compensale tenants likely to suJfer material or

business /osses as a result of the implemenlation of lhe development;

(v) Annual slatutory payments to NCCG as per its apprttved fees and charges;

(t, Project Consulrants should jointly and severally commit to underlake all stalutoU

inspections and documenl the same as per the NCCG requirements'

8. As at the time of their appe ance before the committee, there was no tangible evidence

for satisfactory compliance with the conditions by the County.

9. Arising from the above realization that NSSF had failed to comply, NCC wrote a letter to

NSSF Ref UP&H/PCED/O01 00 dated I 7'h August, 2015 reiterating the need to comply

with the condition as earlier set out. In addition, the NCC noticed that the earlier approved

building plans and hoarding drawings had expired. Subsequently, an enforcement notice

was seryed on l4th August, 201 5 on the developers requiring them to stop further

construction until they secure satisfactory approval from NCCG.

10. Though NSSF responded to the NCCG letter dated lTrh August, 2015 vide their letter dated

27th August, 2015 Ref. No. SA"rAl10/155voL.xxvIV48, NCCG was of the view that

NSSF had not addressed the issues at hand. The last communication to NSSF on the matter

was on 7th September, 2015, vide NCCG letter Ref' No'

NCC/UP&H/DC lU OO I 69 / I AO I jnm.

Response to Nakumatt Holdings Ietter dated 241312014

11, The City County Govemment could not establish the receipt of the above referred letter.

However, Nakumatt Holdings and other tenants operating in the building occupied the

premises with full knowledge that the building was incomplete and construction was still to

contrnuc.
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Complaints Received by NCCG on unforeseen adverse issues concerning the Project

12. The NCCG has received some verbal complaints, especially on noise and corrective action

taken accordingly.

Project Status as at October 2015

13. As at 5rh October 2015, the construction was at l3th floor. However, after realization that

the building plans had expired, an enforcement notice was issued stopping the same until

satisfactory approvals are secured by the developer. No construction is taking place. It is

however possible to continue with the Project, if all and adequate mitigation measures are

put in place.

Committee Observations

The Committee made the following observations: - THAT

(D The development is located in a busy and highly congested part of the City with existing

occupied development. Nairobi city county Govemment (NCCC) should therefore not

have allowed the developer and the contractor to commence the development prior to

complying with all County Govemment Building By-Laws & Regulatory Framework and

the precedent license conditions. It is the responsibility of NCCG to ensure compliance

with the attendant laws.

(iD Explicit consensus has not been reached with the tenants of the building, owners and the

operators of the neighbouring buildings prior to commencement of the construction

activities, regarding the inherent potential negative impact on their businesses, safety and

logistics, shortage ofparking spaces and tralfic management plan.

(iii) The developer and the contractor failed to adequately comply in a comprehensive manner

with the project implementing conditions as directed by the NCCC in letters Ref.

CPD/ADMIN/00671 9/JK/jsk dated 20'h November, 2013 and Ref.

CPD/ADMIN/O0I 105/jsk dated l8'h December, 2013 particularly on public safety,

environmental impact and security of those of the surrounding properties. The non-

compliance led to arrest and prosecution of the contractor on I 8th February 2014.

(iv) The developer (NSSF) failed to make full disclosure of the actual scope of the project

when Environmental Impact Assessment for the project was undertaken, and therefore the

mitigation measures put in place were inadequate. Thus matters ofoccupational, health and

safety and safe operations of the businesses within the vicinity were not adequately
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considered. This has resulted in complaints from the adjacent commercial establishments

including Lilian Towers and Methodist University Plaza.

4.16 SUBMISSION BY PROF. GEOFFREY WAHUNGU, DIRECTOR-GENERAL,

NEMA

Prof. Geoffrey Wahungu, Director General, National Environmental Management

Authority accompanied by Ms. Salome Machia (Deputy Director - Enforcement) appeared

before the Committee on I't October 2015 to adduce evidence on the Environmental

Impact Assessment of the Hazina Trade Centre Oflice Towcrs.

The Director General informed the Committee THAT-

l. The Environmental Impact Assessment Report for the proposed extension of Hazina Trade

Centre Office Towers by additional 34 floors on Plot LR. No. 209/6708 between Moktar

Daddah Street and Monrovia Streets, Nairobi CBD was received on I l'h April 201land was

given a reference number NEMAIEIN5/21726.

2. The proponent, NSSF, proposed to construct 34 additional floors on the existing building,

currently housing Nakumatt Lifestyle supermarket. The works were estimated at KES 2

billion.

3. The EIA Study Reports were dispatched for comments on l2'h April 201 I to the lead

agencies namely: - Director Housing, Ministry of Housing, Director, Directorate

Occupational Health and Safety Services, Department of Physical Planning, Ministry of

tands, Managing Director, Nairobi City Water and Sewerage Company Ltd., Chief

Architect, Ministry of Public Works, District Environment Committee and the Town Clerk,

City Council of Nairobi.

4. A public notice was prepared on l2'h Aprit, 201 I for NSSF to advertise the project in both

the Kenya Gazette and the local dailies and submit copies of the adverts to NEMA as

evidence of public disclosure. NSSF, submitted copies of advertisements, indicating the

advertisements had been done as follows:

The Kenya Gazette - 24'h June 201 I and l" July 201 I
The Star Newspaper - 6'h May 201 I and 13'h May 201 I

5. Of all the lead agencies consulted, only the City Council of Nairobi responded, vide a letter

dated 16'h iilay 2011. It had no objection to the project, however, it gave specific
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recommendations and measures to be observed while undertaking the project. The measures

included:

(i) The proponent obtains lhe requisite planning permits from the City Council'

(ii) That Jirefighting equipment be installed at the building

(iii)The proponent puts in place a proper and effective traJfic management plan'

(iv) The proponent obrains written clearance from the Kenya Civil Aviation Authority

with regard to the height of the building and the {rviation routes'

6. NEMA issued an EIA licence referencc 0009531 on 20th September 201 I (Annex 8) with

the above recommendations. NSSF applied to vary the licence to extend the EIA licence

validity period by additional 24 months on the 4th ofJune, 2013, citing a delay in soliciting

of funds. The Authonty issued a certificate of variation, allowing the extension of the EIA

licence validity period by additional 24 months on l3'h June 2013 vide certificate number

000326. (Annex 10)

Complaints and Concerns arising from the Project

7. Nginyo Towers had, vide letters dated 9'h February 201I, lTth June 201I and 15th November

2011 complained on issues relating to noise, leaking,/burst water pipes and blocked water

sewers among others. Gakoi Maina and Company advocates acting for the tenants of the

existing building, vide a letter dated 25'h February, 2014, complained of disruption of

business by the contractor; China Jiangxi Intemational. They also raised the issue of project

construction works going on without consultations and due regard to the tenants' safety and

security.

Actions Taken by the Nairobi City County Government

8. The Nairobi city county Govemment, vide a letter dated 22"d July 2013 suspended the

renewal of the plan for the development and demanded that: -

i. NSSF revalidates the EIA to include issues of public safety and safe operations of the

businesses within, until the issue of pubtic safety and safe operations of the existing

businesses within the vicinity is ensured;

ii. The re-validated EtA to include traffic studies and fresh stakeholdel participation.

iii. The mitigation measures to include the new information arising from the studies.
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Actions Taken by NEMA

9. NSSF, on 26,h July 20i3 sought NEMA's guidance on the validity of the EIA licence and

the certificate ofvariation in light of the letter from the Nairobi City County.

10. NEMA, on 6'h August 2013 confirmed the validity of EIA licence and the certificate of

variation, but noted that due to the predictive nature of the EIA process, appropriate

improvement orders can be issued to NSSF to address any emerging environmental concems

to the satisfaction ofthe Authority as provided for on the EIA licence conditions.

11. NEMA, through the Nairobi County Office, inspected the site on l2'h March, 2014 and

confi rmed the ongoing preparatory/preliminary works.

12. On the current status of the project, NEMA has established that no construction work is

currently being undertaken on site.

Committee Specifi c Observations

The Committee observed THAT -
i. NEMA licensed the Hazina Project through issuance of EIA and extended validity of the

licence by twenty-four (24) monlhs on I 3th June 201 3.

ii. NSSF did not satisfi the outlined conditions specificd in the EIA, despite giving

assurances to meet and adhere to the licence conditions.

iii. NSSF duly advertised on The Kenya Gazefte - 24'h June 201I and l't July 201I and The

Star Newspaper - 6'h May 201 1 and l3'h May 201 I for anyone with complaints or

reservations on the construction of Hazina Trade centre office Towers. The Committee,

however, took issue with The Star's limited circulation in the year 2011 and observed that

it would have been more prudent to advertise on the Daily Nation and The Standard which

have wider circulation than The Star newspaper.

iv. NSSF did not carry out substantive consultations with the public, Nairobi City Council,

tenants in the building and the owners of the other buildings within the vicinity of the

proposed project to reach a consensus on how the development will progress without

intemrpting their businesses and security.
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4.I1 SITE VISIT TO HAZINA TRADE CENTRE OFFICE TOWERS

The committee undertook a site visit to Hazina Trade Centre Office Towers on 27',h July

2015. In attendance in the meeting were NSSF Senior Management led by Dr. Anthony

Omerikwa, Project Consultants (Tana & Associates, Abdul Mullick Associates and Mruttu

& salmann Associates), Nakumatt Holdings representcd by the Nakumatt Lifestyle Branch

Manager and Project Contractor, China Jiangxi Ltd'

The delegation was given a guided tour of the construction site which included inspection of

viewing of column strengthening works using carbon fibre technology. Hazina Trade Centre

Office Towers is the second building reinforced using carbon fibre in Kenya.

Project Brief and Status

Thc Committee heard THAT -
Presentation by NSSF

1. The contractor moved to site on 22 January,2014 and to date has done columl strenglhening

work from Basement 4 and 3, partly done basement 1 and2, while the entire 2'd floor is

complete. They are yet to gain access to the columns inside Nakumatt Supermarket to

strengthen them. The contractor has cast l5 floors.

2. Nakumatt Holdings has sued NSSF for compensation owing to loss ofbusiness arising out of

on-going construction work that has negatively affected its business. The contractor is

therefore unable to proceed vertically to add the remaining floors until all the columns are

strengthened, including the ones inside the Supermarket.

3. NSSF further informed the Committee that they put in place the mitigating measures they had

agreed with Nakumatt which included construction works being done from one side of the

building and not interfenng with the supermarket area except the columr strengthening

works. Though the there is no sigrred agreement on the same, there are Minutes of the

meetings between them where they agreed on the column strengthening works and the

mitigating measures to be put in place.

4. NSSF Management informed the Committee that the lease agreement with Nakumatt

Holdings contained a clause that allowed completion ofthe building to be undertaken. Several

meetings were held with the Nakumatt Managing Director, where they agreed on column

strengtheni_ng and scheduling of works within the supermarket to roduce intemrption.
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5. NSSF's Legal Counsel informed the Committee that there was no arbitration clause in the

Lease Agreement.

6. Regarding the status of the court case, the Committee heard that NSSF had filed the relevant

documents by 7rh July, 201 5 and both parties were awaiting judgement.

7. The Project Manager NSSF informed the Committee that the contractor, China Jiangxi

Limited had notified them of the delays experienced and that if the matter is not urgently

resolved there was a possibility of the contractor filing for claims for the period extending

beyond the contract period. NSSF however hopes for a speedy resolution to the stalemate with

Nakumatt Holdings and the good working relationship with the contractor to forestall any

unintended claims.

8. NSSF further informed the Committee that there was fair competition in the award of the

tender and that after re-tendering of the project following the PPOA ruling, 7 out of the l0

initial bidders re-tendered but only two proceeded to the financial evaluation stage and China

Jiangxi won and was awarded the tender.

9. On the apparent preferential treatrnent of contract awards to China Jiangxi Ltd., NSSF

informed the Committee that the tenders were awarded through an open tendering process.

NSSF has so far awarded the Company 5 projects and 4 to EPCO Builders.

10. NSSF management further informed the Commi$ee that Nakumatt Holdings sent them a

proposal, asking that their lease be extended by three years during the construction period

and in retum they would withdraw the court case. Unfortunately, NSSF did not have a

functioning Board of Trustees who could ratifr the proposal.

Presentation by Nakumatt Ltd.

ll. The Branch Manager, Nakumatt Lifestyle Supermarket admitted that Nakumatt Holdings

management was aware of the impending completion of the project.

12. There are 66 columns in the building and 39 requiring reinforcement including the ones

inside Nakumatt Supermarket. The Branch Manager, Nakumatt Holdings informed the

Committee that the columns which require reinforcement are on the 1", 2nd and 3d floors in

the Supermarket. During the strengthening works, for safety reasons, clients will not be
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allowed to access the premises go to shop. The lease agrcement did not provide for

Nakumatt Holdings to vacate the premises for the column strengthening to be done'

Presentation by Project Consultants

13. Tana & Associates representative informed the Committee that the project was ongoing,

albeit facing challenges. Other sections of the construction were ongoing, but the contractor

is unable to proceed with adding more floors until all the columns required to support the

weight of the completed building are strengthened. The construction may therefore run

behind schedule, ifthe case with Nakumatt is not resolved quickly'

14. The structural engineer informed the committee that when they were informed of

construction of additional floors on the Hazina Trade Centre Office Towers, an assessment

of the existing columns was carried out and it was found that they needed strengthening to

be able to support 36 storeys. There was also an increase of the number of floors fiom the

initial 34 to the current.

15, To reinforce the columns, two scenarios were presented one of concrete reinforcement or

carbon fibre technology, a new technology. Of the two, it was found that concrete

reinforcement would take a lot of material and time. Fu(her, while reinforcing the columns,

the contractor may need to use heavy equipment while chipping and inserting the steel rods

into the columns which can weaken them and cause them to fail. The consultants and the

contractor therefore settled on carbon fibre technology which would be less disruptive to

Nakumatt Holdings, but access is still required within its premises to strengthen the

columns.

16. Carbon fibre are strips of carbon graphite weaved and glued together to form a mesh, which

is twice as strong as steel and easier to use. They strip the cover of the column and wrap the

carbon fibre around it.

17. The Committee heard that column strengthening works is part of the costs of the contract

and was priced in the tender documents. The suit claims by Nakumatt Holdings Ltd. were

however unforeseen, especially if the construction exceeds the contract period and the

contractor claims more fees. Currently, the project is within the costs and there are

contingency funds for unforeseen issues cropping up.
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18, Regarding the large cracks on a column just outside the room where the session was taking

place, the Structural Engineer informed the Committee that, two weeks into the

commencement of construction works, the Project was stopped, thereby, causing the cracks

to appear because the works should have taken four weeks.

Presentation by the Contractor, China Jiangxi Ltd'

19. The Contractor informed the Corffnittee that the Project commenced in January 2013 and

they moved to the site in October 2014. If the disruption that started in April 2015 had not

occurred, the project would now be on the 22"d floor. The contractor is able to complete two

floors per work for a contract period of 155 weeks. He has so far spent 76 weeks which is

approximately 50 % ofthe contract period yet they are stuck on l5'h floor.

20. The Contractor further informed the Committee that while they await the outcome of the

court case, they have been doing other works on the building, which will mitigate the delay

period experienced while trytng to keep the costs down. It is not possible to estimate the

claim they may make because the contract is still within the contract period.

21. Without the delays occasioned by the court case, the expected completion date of Hazina

Trade Centre Office Towers was 2nd June, 201 6.

22. China Jiangxi informed the Committee that it took them approximately a month to reinforce

the columns within the four basements. If Nakumatt Supermarket allowed them to continue

they could do one or two columns at a time, work at night or do all the columns on each

floor at the same time to reduce the amount of time and inconvenience to the Supermarket.

But owing to the disruption, some of the construction workers have been redeployed and

getting them back will be a challenge.
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4.I8 SUBMISSION BY (PROF. ARCH.) PAUL MARINGA' PRINCIPAL

SECRETARY, STATE DEPARTMENT OF PUBLIC WORKS

Prof. Arch. Paul Maringa, cBS, Principal secretary, state Department of Public works in

the Ministry of Transport, Infrastructure, Housing and Urban Development, accompanied

by Arch Kureba N.N., OGW - Works Secretary; Arch. Eng. E.N Waithaka, Eng' S' N'

Charagu, Eng. J. N Gikonyo and Eng. Boniface Karobia appeared before the committee

on 7,h February,2017 to adduce evidence on the matter of Hazina Trade Centre Towers

Project.

He submitted THAT -
Introduction
l. The Project, situated between Monrovia and Moktar Daddah Streets on a l.l2l-acre plot,

was designed and documented by the flollowing Consultants commissioned by the NSSF.

Project Architect - Mruttu Salman & Associates

Project Quantity Surveyor - Tana & Associates

Project Structural Civil/Engineer - Abdul Mullick Associates

Project Services Engineer - Metroeng Consuhants

2. Initially, the Project was designed to comprise 4 baseline levels, a podium and 25 floors. The

contract for construction of the whole project was awarded but it was executed only up to

the podium level because of financial constraints.

3. The completed part of the Building including all the parking spaces was leased to Nakumatt

Holdings Ltd. for a period of20 years from I'r January, 2004.

4. In 2010, the Project was restructured to accommodate 36 levels above the podium. The

floors were also cantilevered to create more intemal office space. This effectively increased

the total area of the building by 38,188m2.

5. The project was then contracted to M/S China Jianxi International Kenya Ltd. at a contract

sum ofKES 6,599,888,888.00 with a contract period of 155 weeks commencing on 2nd June,

2013 witlr a completion dale of Znd June, 2016. The Contract period was later extended by

the Project Consultants to 30th March,2017'

6. An advanced payment of KES 671,521,818.80 was made to the contractor at the

commencement of the Project and only KES 133,384,021 .42 has bcen recovered to date.
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7. The amount certified for payment to date is KES I ,912,043,004.00, which is 29yo of the

contract sum

8. The total work executed to date is approximately 2lYo of the overall scope. The Contractor

has executed works up to the l5'h floor above the podium but could not proceed further

because the Project Consultants insisted that columns needed to be strenglhened using Sika

Wrap method first. The works thcrefore stalled.

9. The workmanship of the works executed is rated as satisfactory. It is however noted that no

works are ongoing as at February 2017.

Involvement of the State Department of Public Works

10. The State Department of Public Works was approached by the Board of Trustees, National

Social Security Fund to provide technical services in determining the efficacy and

effectiveness of the Sfuctural System of the ongoing Hazina Towers Project on Plot No.

20916708, Nairobi County vide their letter Ref No. SF/A/10/155 VOL. XXIX(41) of llth

March,2016.

11. A team from State Department of Public Works visited the site and held a consultative

meeting with the consultants, and National Social Security Fund supervisory staff on 26th

May,20l6. The consultants were requested to fumish the State Department of Public Works

(SDPW) with documents that would help the engineers from (SDPW) evaluate the project

12. The consulting engineers held several meetings with the team from Public Works who

needed to understand the project and its challenges. From the analysis of the documents

submitted by the Consultants, a preliminary report was prepared and submitted to National

Social Security Fund. The analysis showed that the structural desigr was adequate to carry

original design scope of 25 floor above the podium as the effectiveness of Sika Wrap could

not be assured. This report was discussed with the Finance subcommittee and the members

requested that the final report be prepared urgently.

13. Meanwhile, the State Department of Public Works vide their letter MOPWCR/I/5/54, of

l6th August, 2016 called for a consultative meeting among the stakeholders of the project on

26th August, 2016 to deliberate on the way forward.
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14. During the above-mentioned meeting, the Consulting Project Structural Engineers, Ms'

Abdul Mullick Associates were requested to submit to the structural Department all the

structural drawings, calculation and any other information to demonstrate the ability of the

foundation to carry the additional floors and how SIKA wrap technology was able to carry

the additional load. The Structural Engineer from the State Department of Public Works was

required to go through the drawings and the calculation and give advice on the way forward.

The minutes of the meeting are attached.

15. The Structural Department evaluated the documents and data submitted and concluded that

the higher tower could only be constructed up to 20 floors above the podium level and up to

a level of 14 floors above the podium for the lower tower. This information was

communicated to the Fund through letter, BDI l4INSSF/EXEC.APTl42 of 6th September,

2016.

16. Following the Fund's request for a meeting to communicate the information to the

Consultants, vide their letter Ref. No. SF/A/I55 yOL. XXXI22, a follow up meeting was

held on 29'h September, 2016.

17. It was agreed dunng the meeting that independent tests be performed to establish the

structural integrity of the structure. The Structural Department therefore set up a team to

work with Material Testing and Research Division of the Ministry of Transport,

lnfrastructure, Housing and Urban Development to draw terms of reference and establish the

tests to be carried out and the cost implication.

18. The cost of carrfng out the test on the structure submitted by the Material Testing and

Research Division totalling Kshs. 1,749,260.00 was forwarded to National Social Security

Fund, vide letter pwA./200/144/15 of 31"1 October, 2016. The tests were carried out after

National Social Security Fund made the required payments'

structurc
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20. The parameters tested included a check on physicat conditions by visual inspection, re-bar

details by electromagnetic/ Radar tests and in silu concrete strength using the Schmidt

Hammer Tests.

21. From the analysis of the documents and data with respect to concrete tests provided by

MTRD, State Department of Public Works found out that the structure was sound enough to

carry 40 floors without the use of Sika Wrap. The findings and recommendations were

forwarded to National Social Security Fund vide letter PWA/200/114116 of 1Sth January,

2017.

22. The analysis and checks on the design in respect of reinforcements and foundations by the

State Department of Pubtic Works also show that the structure can adequately carry and

sustain the loading for 40 Suspended Floors comprising of4 Basement Floors, 2 Mezzanine

Floors, a Podium and 33 Office Fioors.

23. The analysis further indicates that finishes for the floor and cladding will have to be

lightweight materials.

The Design

24, The project was initialty designed to accommodate 4 Basement Levels, a Podium and 25

floors all covering an area ofapproximately 28,000 square metres.

25. The total area for the current project is 38,188 m'?, with the lettable space of 24,961.50 m2

and the circulation/common areas of 13,226.60 m'z. This gives lettable space to services area

ratio of65:35.

26. To increase the area oflettable space, cantilevered floors were added.

27. It is noted that:

(i) The offices that were to be created initialty required a total of 387 parking spaces as per

the requirement of the City Council then.

(ii) Restructuring the project and creating a floor space of 38,188 square metres required

parking lots to the tune ofone thousand and twenty-seven (1,027) as given by the minutes

of the meeting held at city Hall on 2l'r July, 2013 among National Social Security Fund,

Nairobi City Council, National Environmental Management Authority, Project
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Consultants and the contractor. This gives a short fall of640 parking lots which had not

been catered for in the restructured design.

Approvals

28. Since the inception ofthe project, the approvals for architectural and structural drawings had

been rencwed three times.

29. The Nairobi City County Govemment has indicated in its meeting with the project

stakeholders that it would not issue an occupation certificate for the project unless the

required 640 parking spaces are provided.

30. The approval for traffic management system has not been obtained.

31. The Consultants had obtained approvals from Nairobi City County govemment for concrete

jacketing but not for Sika Wrap.

Effectiveness and Suitability of Sika Wrap in Strengthening Columns in the Building

32. The Material Testing and Research Division laboratories were not able to test the work on

Sika Wrap since they have no equipment to do so. It is worth noting that the Consultants did

not provide local examples of projects that used the Sika Wrap Technology for structural

strengthening.

33. From SDPW analysis, the structural system has been found to be sound to carry the

anticipated number of floors without the use of Sika Wrap material.

Viability of the Project

34, Without the additional 640 parking spaces required to cater for the users of the addition area

of the restructured project coupled with the traffic congestion usually experienced in the area

and particularly on the Moktar Daddar and Monrovia streets, the project might not attract the

envisaged clientele. the result of these will be that the rates will be lower than anticipated,

thus affecting the retums on the project.

35. The Consultant Quantity Surveyor has indicated an amount of Kshs. I 
'723,608,033.7 

|

arising from an evaluated claim was due for payment to the contractor by 4'h February, 2016.

This continues to rise as the issues leading to the claim have not been resolved. Given that

the project contract sum was Kshs. 6,599,888,888.00, the total project cost is as tabulated

below:
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Projcct Costs

36. From the areas schedule of the Proiect, the total floor area for the project is 38,188.lm" with

the lettable space and the circulation/common areas being 24,961.50 and 13,226.60 square

mefes respectively.

3?. From calculations, the construction cost per square metre for the Project is Kshs. 250,654.56

which is abnormatty higher than the average ofKshs. 60,000 for high end office buildings.

38. At an average rent of Kshs. 90 per month per square foot and assuming full occupancy for

the lettable office space, a monthly rent of Kshs. 24,169,606.27 will be realized. At Kshs.

10,000 per parking space per month, the 387 parking spaces will generate an income of

Kshs. 3,870,000 per month. The total monthly income of Kshs. 28,039,606.27 or Kshs.

336,4'7 5,27 5.26 will be realized per year.

39. Given the project costs of Kshs. 9,572,021,459.71, the payback period for the project would

be 24.45 years. Investnents in real estate require a payback period offifteen years and less

in order to realize profits and good retums.

40. The above analysis does not however take into account the discounting factor due to

inflation and the running costs of the buitding. These two factors will have the effect of

increasing the project life cycle costs and thus reducing profitability further.

Evaluation Report

41. From the technical analysis, the project is structurally viable as the foundation whose design

is a composite of raft and piling and is adequate to carry 40 suspended floors. The concrete

and reinforcements in columns are adequate to carry 40 suspended floors'

Possible Way Forward
42. The decision on whether to proceed with the project or not will be influenced by factors

other than the structural integdty. Since the total project cost is high, the time required to
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S/NO DESCRIPTION AMOUNT (KSHS.)

I Ori nal Contract Sum 6 sqo 888 888.00

2 Cost of Claims
3 Construction Cost 8 23 49 921.71

Projected Consultancy Fees (Say 15"/" of
Construction Cost
Total Project Cost

| .723.608,033.71

4. I ,248,524,53 8.00

9,s72,021,459.71
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break even is long and therefore the need for the Fund to consider the technical viability vis-

a-vis the profitability of the completed project.

43. The extra offices will require parking spaces and there will be need for the fund to consider

ways of providing such, if the building is to be constructed to the required standard and

zoning provisions.

Errors Inherent in the Design

44. The <iesign of the restructured building did not take into consideration the parking

requirements for the extra office space created. The project faces the challenge of non-

issuance of occupation certificate by the Nairobi City County Govemment after completion

unless the required 640 parking spaces for the additional office space are provided.

Effectiveness and Suitability of Sika Wrap in strengthening of Columns in the Building

45. Though the Department did not test the effectiveness ol Sika Wrap, the analysis of fte

structural system shows that its use is not necessary.

Committee Specific Observations

The Committee observed THAT

(D The building's foundation is adequate for the designed 40 floors;

(iD Further development ofthe buitding was halted at the l5th floor due to safety concerns as

the existing columns cannot safely support the additional load ofadditional floors.

(iiD The building is located in a congested area of the city and the parking slots provided do

not correspond to the expected number of visitors/tenants ofthe building.

4.19 SUBMISSION BY ADVENTIS INHOUSE AFRICA, PROJECT CONSULTANT

(MAVOKO PROJECT)

The Architect & Partner in Adventis Inhouse Africa (AIA), Mr. Mohammed Munyanya

appeared before the Committee on 2l"t May,2015 to adduce evidence on the NSSF Joint

Venture Project in Mavoko Municipality.

Mr. Munyanya informed the Committee THAT -
1. AIA was invited by NSSF vide letter Ref SF/A/10/16/VOL XVII dated l4'h December 2010

to quote for "Provision of Consultancy Services for Evaluation of Intemational Expression

of lnterest on Joint Venture in Project Development." The letter stated that NSSF was

seeking the services of an experienced consultant to undertake the project. AIA is indeed

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed Joint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD



experienced as detailed in its company profile. The advertisement was in relation to

Expression of Interest Advertisement No. 05/2010-201I for Joint Property Development.

2, The Terms of Reference were

(D Evaluationoftechnicalresponses

(ii) Preparation ofanalysis report and ranking from the best to the lowest'

(iii) Preparation of Request for proposal Documents (RFPs) to be issued to the short-

listed firms.

(iv) Evaluation of the technical response to RFPs

(") Preparation ofa detailed analysis report & ranking from the best to the worst

3. After the initial stage, AIA was notified vide letter from NSSF dated 31" January 201I that

their technical proposal was successful and were invited to attend the opening of the

fmancial proposals on 2"d February 2011. They replied to NSSF on l" February 20ll

confirming attendance.

4. On l8th February 2011, AIA received letter Ref. SF/A/10/16/VOL. advising that that their

bid was successful and were awarded the contract for Technical Consultant for Evaluation of

EOI No 05/2010-2011 responses and other associated services at the quoted tender sum of

KES 4,728,160 (four million seven hundred and twenty-eight thousand, one hundred and

sixty shillings only) and project management fee at 1.5% of the project cost.

5. On 24'h February 201l, AIA was issued with acceptance letter.

6. On 5'h April 201l, AIA entered into an agreement on the Project.

7. Under cover letter dated 20'h April 201l, AIA issued a tender evaluation report for Eol

Tender No. O5l2OlO-2011 for joint venture property development for a 960-acre parcel of

land at Mavoko Municipality; 3.6-acre property on Kenyatta Avenue and 3.5-acre property

in Milimani next to State House.

8, According to the evaluation, it was an open tendering process by advertising in the local

dailies on October 2010.

g. According to the Report, the evaluation team recommended the top three firms/consortia in

each of the site be shortlisted and invited to participate in submitting the detailed Request for

Proposal as follows:
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a) Mavoko Sub County Property

(i) China CAMC Engineering Company Limited- 86 marks

(ii) Joel E.D Nyaseme& Associates-77 marks

(iii) Housing Finance-65 marks

b) Kenyatta Avenue property

(D China CAMC Engineering Company Limited- 86 marks

(ii) Sichuan Huashi Enterprises Corporation(EA) Limited- 72 marks

(iii) African Legend Limited- 6l marks

10. AIA requested that great emphasis be placed on the details of the bidder's proposals, level

of investment and the expected retums to the Fund.

11. On 8rh June 2011, NSSF Board of Trustees informed AIA of the approval to proceed to

phase II ofthe works as per the contract. The instructions were as follows:

(i) Mavoko Plots: - a mixed development for self-sufficient township comprising up to

30,000 housing units plus all amenities. The cut off marks for bidders is 6o0/o and

therefore African Legend with 6l marks is added to the other three bidders.

(iD Kenyatts Avenue plots: - a mixed urban complex development with a convention

centre and only the three bidders will be invited to participate.

12. The Ctient NSSF further specified that

(D All RFP bidders be subjected to stringent criteria to sift proposals

(ii) An analysis on the risks ofhanding over two contracts to one contractor be provided

(iii) Economic viability of all the concepts be provided.

(iv) Ensure optimization of the plot coverage

(v) Clear responsibility levels onjoint ventures (where necessary) be indicated.

13. On l4th July 201l, NSSF requested them to revise in line with the standdd tender

documents and in compliance with PPOA, for procurement of works (Tumkey Projects).

AIA forwarded copies of the revised copies ofthe Request for Proposal draft documents for

Mavoko, Kenyatta Avenue and Milimani plots for NSSF to review.

14. On 8'h June 201 l, AIA received further instructions from NSSF Ref SFG/I0/266No|27 (.
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15. On 15th June, 2011, the client wrote to them again asking them to forward bid proposals as

received from the bidders on the projects. AIA responded the same day under forwarding

letter Ref AIA"/l l/371-CL 003.

16. They were instructed by the client on 21" June 2011 to proceed and prepare RFP

documents. AIA forwarded the same vide letter Ref AIA/l l/371-C!004 dated 8'h July 201 I

for Mavoko, Kenyatta Avenue and Milimani Projects.

17. on 14th July, 2011, they received a letter from the client asking them to revise the RFP

documents, which they did and forwarded vide letter Ref AIA/I l/371-CL 005.

18. There was a lull until 27th September 2012 when NSSF advised AIA that they had been

retained as consultants even though the Request for Proposals No. 16 and 17 for captioned

projects had collapsed. They were retained in a bid to jump start and fast track the process as

follows:

(i) Facilitate the acquisition of various government organs approvals for the projects to

proceed.

(ii) Prepare revised Request for Proposal @FP) documents after receiving the requisite

approvals.

(iii) Assist in the evaluation of the re-issued bids.

(iv) All other terms under contract 10/2010-2011 including project management remain

as provided in the contracts.

19. AIA responded, vide letter Ref AIA/I 1/371-CL 008 dated 28th September, 2012, giving a

proposal on how to proceed, based on the aforementioned letter.

20. On 25th June 2014, they wrote to NSSF seeking a confirmation of project status after

noticing activity on the Milimani project as advertised in the local dailies.

21. on 23il July 2014, the client responded, vide tetter Ref SF/A-/101272 VOL II. (5) stating that

Stage 2 ol the Projects "collapsed" and that "the Fund did not instruct" them to proceed to

evaluate and submit recommendations on the Joint Venture Partner to undertake the Joint

Venture Project".

22. NSSF further explained that AIS progressed from Stage I evaluation of EOI for which they

were paid KES 2,296,800, but Milimani project ceased to be part of the joint venture at this

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed Joint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

E



stage. They proceeded to stage 2 i.e. for Mavoko and Kenyatta Avenue plots and prepared

and submitted acceptable Requests for Proposal (RFPs) tender documents for which service

you rendered and were paid KES 454,720 all inclusive. However, due to the collapse of

stage 2, NSSF did not instruct them to proceed to evaluate and submit recommendation on

Joint Venture Partner to undertake the Joint Venture Project and as a result of the failure,

AIA was unable to progress to stage 3 and 4 to undertake project management since the

contract automatically lapsed at stage 2.

23. AIA wrote back to the Client on 8'h August 2014 vide letter Ref AIA/I l/3718-CL 002

giving the correct tender reference in lieu of the incorrect one quoted by the Client in their

letter Ref SF/A./lol272 YOL II (5) above, maintaining that their contract had not lapsed and

also reiterating that they would be entitled to contract fees as the project are implemented.

24. AIA cannot be held responsible for not progressing to the 3d and 4th stages. They informed

NSSF that the project management stage 4 was a distinct and independent component of the

contract and was never premised on the failure to progrcss to stage 3 but was anchored on

actual commencement of the project. They contend that the contract does not allude to

lapsing or automatic termination except where the consultant becomes unable to provide the

services. They therefore contend that they are still contracted by NSSF until the

implementation of the projects of Mavoko, Kenyatta Avenue and Milimani. The sites have

not moved, they still stand.

25. Vide letter Ref. AlNll/31|B,-CL 003 dated 28'h october 2015, AtA sought response to the

above letter.

26. NSSF responded on 3'd Novemb er 2014 vide letter Ref SF/A/I 0/272NOL. ll. /63

maintaining that their position conveyed vide SF/N101272 VOL.II(5) stands.

27. AlA will seek legal redress on the matter since the client has proceed with the projects

without their professional input despite the fact that they have been duly retained to offer the

services and have also been partly paid.

28, Asked whether acreage in Mavoko Sub County is sufficient for 60,000 housing units, Mr.

Munyanya responded that 60,000 units would be too dense for Mavoko Sub County and

may not be supported by the local infrastructure and bylaws.
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29- The choice ofjoint venture property however makes good business sense and NSSF requires

a lot ofresources and the right pa(ner for thejoint venture to be successful.

Committee Specifi c Observations

The Committee made the following observations: THAT-

i. The process leading to procurement of AIA was not clear since they were randomly picked

among others but not subjected to a competitive tendering process as per the PPDA 2005.

ii. Although NSSF has terminated AIA contract, AIA contends that it was based on the wrong

contract and that they are still available to continue with the work they were contracted to

do.

iii. Unless the stalemate is resolved, the tax payer could lose money if AIA proceeds with

legal redress.

iv. It was not clear whether the high density of the Mavoko Project initially projected at

30,000 units but later increased to 60,000 units was allowed in the County by-laws.

4-20 SUBMISSION BY SINOHYDRO TIANJIN ENGINEERING CO. LTD.

Mr. Eric Mutua, Advocate for sinohydro Tianjin Engineering co. Ltd. one of the bidders

of Mavoko Joint Venture Property Development made the following written evidence vide

letter ref. EM/1468/08 dated 12th June, 2015: - THAT-

l. Following a newspaper notice advertised by NSSF on 22nd October, 2013, Sinohydro

Engineering Ltd. tendered for the Joint Venture Property Development in Mavoko Sub

County on 24th Apil,zolL.

2. NSSF requested for extension of the bid security for ninety (90) days. The company

subsequently confirmed acceptance of the request and submitted an extended bid security on

27th October,2ol4.

3. On 4th February, 2015, the Company was notified by NSSF that the tender had been

terminated and was invited to submit new proposals for the project. The company

subsequently submitted the new bid on 15th April,20l5.

4. Vide letter Ref. SF/A/l 1/60 NOL.Il25 dated l4th May,20l5, NSSF informed the company

that thc new tender had also been terminated.
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5. The Company entered into a consulting agreement with lWs Reverof Consult Intemational

Ltd. to provide expertise services in documentation for the tender and ensure compliance

with the relevant laws. The said agreement was however terminated on l"t December, 2014

without performance from either party.

6. The Company informed the Committee that it was not involved in the Kenyatta Avenue

Project.

4.21 SUBMISSION BY REVER OF CONSULT INTERNATIONAL LTD

Mr. Kioko Kilukumi, advocate for Mr. Solomon Muthamia who is a representative of

Reverof consult International Ltd., informed the committee vide letter Ref.

KK/GEN/SM/OI2120I5 THAT_

1. Reverof Ltd. entered into a contract with Sinohydro Tianjin Engineering Co. Ltd. to provide

consulting services. Art. 1.2 and 1.3 of the consultancy agreement stated that there was no

partnership and agency between the contracting parties.

2, Art. 3 of the Consulting Agreement further specifies that Reverofls role was to ensure that

the tender documents were correctly completed and in compliance with the applicable

procurement laws and practices in Kenya.

3. Reverof Ltd. was involved in the tendering process of the Mavoko Project and its

involvement was limited to the terms of the consultancy service agreement dated 30th June,

2014.

4. Mr. Muthamia signed the agreement with Sinohydro Tianjin Ltd. as a duly authorized

representative of Reverol Consult Intemational Ltd., a foreign company registered in the

United Arab Emirates.

5. The Agreement was cancelled on l.t December 2014 and Reverof Ltd. had no further

dealings regarding the project.

6. ln accordance with Art. 5.1 of the Agleement, Reverof Ltd. was to be paid upon the award

ofthe tender to Sinohydro Tianjin Engineering Co. Ltd. Since the tender was terminated, no

payment was made to Reverof Ltd.

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Implementation of Proposed Joint Venture ProPerty
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

E



5.0 COMMII'TEE GENERAL OBSERVA'I'IONS

GENERAL OBSERVATIONS ON THE COMPLETION OF THE NSSF HAZINA
TRADE CENTRE OFFICE TOWERS IN THE NAIROBI CENTRAL BUSINESS

DISTRICT

From the oral and written evidence submitted, the Committee made the following general

observations and findings -
(D THAT, the procurement process for the completion of the NSSF Hazina Trade centre

Office Towers in Nairobi Central Business District was shrouded in opaqueness and as such,

the process lacked faimess, equity, transparency and competitiveness.

(iD THAT, approval for the project fiom the then Nairobi City Council was conducted before

the full scope of the project was determined to establish traffic management master plan,

public safety environmental and social risks the project poses to businesses operating within

the vicinity, neighbouring buildings and streets due the nature ofthe site.

(iii) THAT, there was an oversight in renewal of the building plan approvals and extension of

the National Environment Management Assessment Authority (NEMA) licence, in that,

renewals were undertaken without appropriate validation of the Environmental Impact

Assessment and traffic study report. This means that urban development changes that have

taken place over the period which have a bearing on the proposed development in as far as

planning and environmental acceptability is concerned, were not reviewed and taken into

consideration.

(iv) THAT, Mr. Alex Kazongo, the former Managing Trustee reappointed the consultants on I'r

December, 2010 without subjecting them to a competitive procurement process. The

reappointment letters referred to a project which had commenced but stalled twelve years

earlier. This was in total disregard of Artictes 3 and 227 of the Constitution and the Public

Procurement and Disposal Act, 2005.

(v) THAT, the revival and the enhancement of the Hazina Trade Centre Offrce Towers Project

in the year 2013 should have been treated as a new contract and thus subject to the Public

Proc6ement and Disposal Act, 2005. The re-engagement of the Project Consultants from

the original project to oversee the enhanced Hazina Tower Project, therefore, was in breach

of the Pubtic Procurement and Disposal Act, 2005 and the Public Procurement and Disposal

Regulations, 2006.
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(vi)

(vii)

(viii)

THAT, China Jiangxi Intemational Ltd. was found to have made an arithmetic error of KES

115,329,300 in its financial bid. The Company accepted the arithmetic error and

consequently adjusted their tender sum upwards from KES 6,599,888,888 to KIS

6,715,218,188. NSSF informed china Jiangxi about the arithmetic error qft91 the evaluation

process and not before. contrary to Section 63 ofthe PPDA 2005 and clause 5.7, Instruction

to Bidders, in the bid document.

THAT, the financial evaluation of the tender for the completion of the NSSF Hazina Trade

centre office Towers was not carried out by an Evaluation committee established in

accordance with Regulation 16(7) of the Pubtic Procurement and Disposal Regulations,

2006. This is evidenced by a letter Ref. No. TN454/1f from Tana & Associates dated 7th

February, 2013 forwarding the financial evaluation report. In addition, the unsigred report

did not recommend which firm was to be awarded the tender although from the Report,

China Jiangxi International (K) Ltd. was the lowest evaluated bidder even after correcting

the arithmetic error of KES I 15,329,300.

THAT, the successful bidder repeated provisional sums for some un-quantified works in the

Bill of Quantities (BQ) in its financial bid documents. For example, in the BQ for sub

contract for mechanical ventilation and air conditioning installation, which tellingty the

Fund failed to subcontract against the mandatory tender requirements, the following

provisional suns were provided:

(a) PC for Plenum Chamber and associated worl<s : KES 5,000'000

(b) PCfor basement fans automation: KES 5,000'000

(c) Provisional Sum for contingency sum : KES 2,000,000

Still in the same BQ the Company included the following provisional sums: '
(d) Provided the sum of KES 80,000,000 to cover the cost of mechanical builders in

plenum chambers, fans in basement and services refurbishment and

inlerconnection.

(e) tJnder the subcontract for mechanical ventilation and air conditioning, China

Jiangxi International (K) Ltd. was the sub-contactor at KES 33,973'867 which

included provisional sums of KES 5,000,000; KES 5,000,000; and KES 2'000'000
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(, The total tender sum of KES 6,715,218,488 awarded to China Jiangxi

International (K) Ltd. included all these provisional sums listed above that is KES

80,000,000; and KES 2,000,000.

This double provision may have significantly escalated the cost of the project and loss of

funds, and the Fund, therefore, stands to lose funds through double counting.

(ix) THAT, China Railways No. 5 Engineering Group Co. Ltd. and China Wu Yi Ltd- did not

provide Certificate of Incorporation which was a mandatory requirement, but were

considered responsive during preliminary evaluation against the provisions of Section 64(l)

of the Act. The failure to disqualify the two firms was inconsistent with Regulation a8(l) of

the PPDR 2006 and this may have been done to make the process appear competitive. The

procuring entity did not correct errors noted in the financial bid of the successful bidder in

accordance with Section 63 of the Act and clause 5.7, Instruction to Bidders, in the bid

document.

(x) THAT, the Evaluation Committee failed to adhere to the provisions of Section 64(l) of the

Act by not considering the audited accounts ofthejoint ventwe partners (sub-contractors) of

the winning bid and in consequence made the Company responsive.

(xi) THAT, the Fund failed to put in place satisfactory mitigation measures during the

construction of the Hazina Office Towers and as a result the Nairobi City County issued an

order putting in abeyance the proposed development of the o{Iice towers from July 2013 to

December 2013.

(xii) THAT, the Nairobi City County Government approved the building plan for the enhanced

project subject to vacation by atl existing tenants including the main tenant Nakumatt

Holdings Ltd. This is bound to attmct compensation claims for loss of business and breach

of an existing 20-year lease tenancy agreement entered into by the Fund (lessor) and

Nakumatt Holdings Ltd. (lessee).

(xiii) THAT, Nakumatt Holdings Ltd has sued the Fund vide Milimani land case No. I170 of

2014 for among others, seeking to restrain NSSF from continuing with construction of

Hazina Trade Centre Offrce Towers until all the contentious issues are settled including

compensation for loss of business amounting to KES L6 billion. This negates the very

objective for which the project was conceived, which is, retum on investments for its

members.
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(xiv) THAT, the NSSF may not realize value for money owing to the delay in completing the

Project, which will tikely attract claims from the Contractor. Further, should the Fund

abandon strengthening of the columns as per State Department of Public Works' advice, the

Fund will have made a loss of KES 244,7 28,603, which is 3.6% of the tender frgure of KES

6,715,218,488. The amount already spent on column strengthening is KES 192, 925,750.00.

The remaining column strengthening works amounts to KES 51,802'853.

(xv) THAT, on govemance matters, the Fund has had a high tumover of Managing Trustees. For

instance, between the years 2010 and 2017, the Fund has had five (5) Managing Trustees

managing the Fund. This high tumover affected the effective implementation of various

projects including the Hazina project.

OBSERVATIONS ON THE JOINT VENTURE PROPERTY DEVELOPMENT IN

MAVOKO SUB-COUNTY AND KENYATTA AVENUE (NAIROBI CBD)

a) The Joint Venture Property Development in Mavoko Sub-County

The Committee made the following observations:

(i) THAT, there is disparity in acreage of land for the proposed project development.

According to PPOA,960 acres are available while NSSF informed the Committee that 1,010

acres are available. It's not clear what the true position is and this also has a bearing on the

value ofthe exact land available for development.

(iD THAT, the Fund's Mavoko land is an expansive parcel of land which has been llng idle

since 1993 when it was acquired and there are fears of encroachment by squatters. In 2010,

the Board, while reviewing its idle assets and upon the recommendation of management,

decided to tender for Expression of Interest fiom intemational bidders seeking optimal use

of the land.

(iii) THAT, the Board of Trustees approved the development of the land through a joint venture

scheme, whereby NSSF was to contribute land (10%) while the winning bidder would inject

cash (90 oZ) necessary to build 20,000-30,000 houses with amenities targeting (lower)

middle class owners. The profit fiom this development would be shared proportionately to

capital contribution.

(iv) THAT, the procuring entity was advised by PPOA that the original tender was invalidated

by enactment and implementation ofthe Public Private Partnership (PPP) Act, 2013, and the

law carmot, therefore, be applied retrogressively. Despite the advice, the Fund proceeded to
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invite for new tenders through restricted tendering method using the list of the bidders ofthe

lapsed tender. It was improper for the Fund's Tendering Committee to use a list of bidders

who responded to a terminated tender. The Fund should have instead conducted the re-

tendering process through open tendering.

(v) THAT, further, the Cabinet approval on the project was a policy decision, but not

necessarily an approval of procurement and compliance to procurement regulations by the

contracting entity.

(vi) THAT, the tender was terminated on l3'h May, 201 5 owing to negative publicity

surrounding it. The termination was done in accordance with section 36(l) of the Public

Procurement and Disposal Act, 2005 on recommendation of the Tender Processing

Committee.

(vii)THAT, although the tender was cancelled, public funds were spent in the procurement

process ofthe joint ventures as well as in advertisements to cancel the tender.

(a) Kenyatta Avenue (Nairobi CBD)

The Committee made the following observations:

(i) THAT, the Fund planned to undertake a development on 3.6 acres of land it owns along

Kenyatta Avenue in Nairobi Central Business District in order to improve retums on

investment. Currently, the piece of land is not optimally utilized other than capital

appreciation.

(ii) THAT, the development was approved by the Board's Operation and Investment Committee

in its I 3th meeting held on 31"r August, 2010.

(iii) THAT, Intemational Request for Proposals (IRIP's) No. 8/2013 - 2014 for Joint Venture

Property Development in CBD was advertised on 22nd October,2\l3.

(iv) THAT, the closing and opening of the IRFPs for the project was successfully concluded on

22nd Apil,2Ol4,lwo firms responded. Following the implementation of the PPP Act, 2013'

the Fund sought clarification from the Public Private Partnership (PPP) Unit on whether the

Kenyatta Avenue project as originally conceptualized fell under the PPP arrangement.

(v) THAT, the tender was terminated on l3th May, 2015 owing to negative publicity

surrounding it. The termination was done in accordance with section 36(l) of the Public

Procurement and Disposat Act, 2005 on recommendation of the Tender Processing

Committee.
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(vi) THAT, the Cabinet approval on the project was a policy decision, but not necessarily an

approval of procurement and compliance to procurement regulations by the contracting

entity.

(vii)THAT, although the tender Kenyatta Avenue was cancelled, public funds were spent in the

procurement process ofthe project as well as in advertisements to cancel the tender.

6.0 COMMITTEE GENERAL RECOMMEI{DATIONS

From the evidence adduced (oral and written) and the observations made' the Committee

recommends as follows:

(i) THAT, the Ethics and Anti-Comrption Commission investigates the conduct of Mr. Alex

Kazongo, the former Managing Trustee for contravention of section 74 of the Public

Procurement and Disposal Act, 2005 and the Public Procurement and Disposal

Regulations, 2006 in the re-appointment of the Project Consultants for the revived Hazina

Trade Centre Office Towers project. This re-appointment of consultants is tantamount to

direct procurement.

The Ethics and Anti-Corruprion Commission to report to the National Assembly, the

implementation status of this recommendation, nol later than six (6) months after the

adoption of this Report;

(iD THAT, the Fund and all State corporations in general, must strictly adhere to the

requirements of the Constitution of Kenya, the Public Procurement and Asset Disposal

Act, 2015 and the Public Finance Management Act, 2012 in the implementation of

projects. Sufficient due diligence should be carried out prior to project implementation to

avoid claims and losses that may accrue from intemrpted implementation, similar to the

Hazina Trade Centre Office Towers Project, for which Nakumatt Holdings Ltd. is claiming

KES 1.6 billion for losses incurred through breach ofcontract;

(iiD THAT, the Cabinet Secretary, Ministry of Transport, Infrastructure, Housing and Urban

Development should urgently convene a meeting of all relevant stakeholders to agree on

the structural viability of the Hazina Trade Centre project and its completion at minimum

cost within the stipulated timelines.
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The Cabinet Secretary, Ministry of Transport, Infrastructure' Housing and Urban

Development to report to the National Assembly, the implementalion status of this

recommendation, not later than three (j) months afler the adoption of this Report;

(iv) THAT, the impasse between NSSF and Nakumatt Limited ought to be urgently resolved in

the interest ofthe public, to allow for completion of the project.

The Managing Trustee, NSSF to report to the National Assembly, the implementation

status of this recommendation, not later than three (3) months after the adoption of this

Report;

(v) THAT, in future, the Fund should conduct a feasibility study on capital projects to

determine the viability of the investments before commencement of the projects;

(vi) THAT, the Fund should urgently secure its property in Mavoko to avoid encroachment by

private developers;

(viD THAT, to mitigate against the high turnover of Managing Trustees, the NSSF Act should

be amended with a view to improving the governance structure ofthe Fund and provide for

security of tenure for the Managing Trustee.

CONCLUSION & WAY FORWARD

PUBLIC INVESTMENTS COMMITTEE: Special Report on the Completion of NSSF Hazina
Trade Centre Office Towers and Imptementation of Proposed Joint Venture Property
Development in Mavoko Sub County and Kenyatta Avenue in Nairobi CBD

Taking into account the inordinate delay to complete the Hazina Trade Centre Office Towers

project, the opportunity cost, contractual obtigations and the colossal amount of funds already

spent on the Project in the completion, the most prudent and reasonable way-forward for the

project is for all the concerned parties including the National Social security Fund, the

Ministry of EAC, Labour and State Protection, the Ministry of Transport, Infrastructure,

Housing and Urban Dcvelopment, the Nairobi City County Government. the Project

Consultants and Nakumatt Holdings Limited, to urgently address the contentious issues

hindering completion of the Project. This will create a conducivc environment for the

contractor to meet his contractual obligations as per the contract and ensure that the

Project is completed as envisaged and pensioners obtain value for their money.
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