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I.O PREFACE

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

No. 206 and is responsible for the examination ofthe working ofpublic inveslments.

l l Mandate of the Committee

The Committee is mandated to: -

(a) Examine the reports and accounts olthe public investmenls;

(b) Examine the reports, ilany, ofthe Auditor General on the public investments;

(c) Examine, in the context of the aulonomy and efficiency of the public investments,

whether the allairs ol the public investments, are being managed in accordance with

sound tlnancial or business principles and prudent commercial practices.

The Committee shall however not examine: -

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

functions ol the public investments;

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

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

under which a particular public investment is established.

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

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

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

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

examine them on oath and receive evidence.

1.2 CommitteeMembership

The Committee comprises olthe following Members: -

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

2. llon. Anthony lchung'wah Kimani. MP - Vice Chairperson

3. Hon. Francis Mwanzia Nyenze. EGH, MP

4. Hon. Dr. Oburu Oginga, MGH, MP
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Hon. (CPA)'fhomas Ludindi Mwadeghu, CBS, MP

Hon. Adan Mohammed Nooru. MP

Hon. Franklin Mithika Linturi, MP

Hon. Wat'ula Wamunyinyi. MP

Hon. Elias Bare Shill, MP

Hon. Sammy Silas Komen Mwaita. MP

l-lon. John Olago Aluoch, MP

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

Hon. (Eng). John Kiragu. MP

Hon. Dorcas Kedogo, MP

Hon. Abdullswamad SherilT Nassir. MP

Hon. Beatrice Nkatha Nyaga, HSC, MP

Hon. Bernard Munywoki Kitungi, MP

Hon. (Dr.) Chrisanthus Wamalwa Wakhungu. CBS, MP

I{on. Cornelly Serem. MP

Hon. Eng. Stephen Ngare. MP

Hon. lrungu Kang'ata, MP

Hon. Johana Kipyegon Ngeno, MP

llon. John Muchiri Nyaga, HSC, MP

I lon. John Ogutu Omondi. MP

Hon. Korei Ole Lemein, MP

Hon. Mary Sally Keraa, MP

Hon. Onesmus Muthomi Njuki, MP

1.3 Objectives of the Inspection Visit
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[)ursuant to Standing Order 206 7(c). thc Commiuee in its 26'h sitting held on 5'r'April. 2016
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resolved to undertake an inspection visit ofthe Kenya Pipeline Company Line I pipeline

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

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

recommendations as contained its Special Report on the Procurement Process of the Kenya

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

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

timely completion of the Project.

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

timely completion of the Project.

1.4 Delegation

The fact-finding visit was undertaken on 2nd and 3'd February, 2017 6y the following

Committee members: -

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

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

3. Hon. Dr. Oburu Oginga, MGH, MP

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

5. Hon. Wafula Wamunyinyi, MP

6. Hon. John Olago Aluoch, MP

7. Hon. (Dr.) Paul Nyongesa Otuoma, ECH, MP

8. Hon. Dorcas Kedogo, MP

9. Hon. Beatrice Nkatha Nyaga, HSC, MP

10. Hon. Bernard Munywoki Kitungi, MP

I I . Hon. (Dr.) Chrisanthus Wamalwa Wakhungu, CBS, MP

12. Hon. John Ogutu Omondi, MP

13. Hon. Korei Ole Lemein, MP

14. Hon. Mary Sally Keraa, MP

15. Hon. Onesmus Muthomi Njuki, MP
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1.5 Stations Visited

The visit commenced on 2nd February 2017 at the Kenya Pipeline Company headquarters in

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

The Committee was given a presentation on the status of Project, by the KPC Senior

Management team led by the Managing Director, Mr. Joe Sang, Eng. James Mwangi

representing the Consortium of Consultants namely Shengli Engineering & Consulting

Company Limited (SLECC)/Kurrent JV Technologies and representatives ofthe Project's

Main Contractor Zakhem International Construction Limited (ZIC).

Thereafter, the Committee toured and inspected selected sites with key installations and

facilities along the pipeline Right-of-Way including Section KM 441 - 442 within Jomo

Kenyatta lnternational Airport, Pump Station (PS) 5 in Mtito Andei, Pump Station (PS) 3 in

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

A detailed description ofthe sites visited and committee observations are captured in section

4.0 ol th is Report.

I.6 COMMITTEE GENERAL OBSERVATIONS

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

Pipeline -
(i) The project was not completed as per the original contract duration, the Project was

expected to be completed by 30th September, 2016; however, the completion date was

extended to 9rh February. 2017 and a further extension to 28th April,20l7.

(ii) The project implementation status as at February 20 I 7 was 7 5.7lyo with the following
payments having been made:

(a) Consultancy: US$ 3,857,279.02 inclusive of VAT - 767o of contract sum
(b) Construction: US$ 335,623,802.46 (inclusive of VAT) -697o of contract

sum
(c) A further payment of us$ ts,tst,:ol,.r5 representing work done between 2l't

October and 20s November. 20 I 6, was being processed.

(iii) The Kenya Pipeline Line I Capacity Enhancement Project is a Vision 2030 project.

Upon completion, the project rvillenhance the supply ofpetroleum products to various
parts ofthe country. Uganda. Rwanda, Burundi and parts ofthe Democratic Republic

of Congo.

(iv) Upon completion ofthe projcct, the projected demand ofpetroleum products in Kenya

and in the Eastcrn Africa region up to year 2044 rvill be met. This will rcduce
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shortages of fuel for the domestic and exporl market occasioned by leakages and pipe

bursts of the old pipeline and reduce road damage and environmental pollution caused

by road tankers.

(v) fnere is an apparent conflict of interest between the Contractor, ZIC Ltd. and the

Project Consultant, Shengli Engineering & Consulting Company Limited. SLECC is

owned by SINOPEC, one o[ the failed bidders of the contract but ended up being

awarded the consultancy contracl lbr the project. The alleged intentional delay in
submitting drawings issued tbr construction on October 2014 to the contractor by

three and hall (3 '/z) months after the expected date of commencement of the project

among other claims of sabotage by the Contractor may therefore be true.

(vi) The progress of works has been adversely al'l'ected by poor working relationship

among lhe three parties; the Employer (KPC), Contractor (ZIC) and Consultant (JV of
SLECC/Kunenl Technologies). For example. the Conlractor avers among others. thal

SLECC has never had sufficient supen,isory staff to inspect and certify the works. On

the other hand. the Consultant claimed that the Engineer's construction supervision

personnel were deployed along the pipeline's ROW based on the contractor's

construction program and work fronts. KPC has blamed the Contractor. Ibr among

others. low uptake of tunds by the Contractor due to numerous discrepancies in

documentation fbr both payments lhrough Letter of Credit and outside LC and the

delayed delivery olalready manufactured equipment;

(vii) The independence olthe Consultant as appertains to the Proiecl is in qucstion, orving

Io the unusual anangement of the Project Engineer being the Chief Manager

(Technical). KPC, contrary to best practice whereby the Project Engineer is the

conlracted Project Consultant with full authority over the Project.

1,7 COMMITTEEGENERALRECOMMENDATIONS

'l'he Commitlce makcs the follon'ing general rccom mcndations:

(i) Kcnya Pipeline Company fast-tracks the implementation of Line I Capacit-v

Enhancemcnt Projcct and at thc same timc cnsure that the Projcct is constructed

as per the lettcr and spirit of the Contract and according to thc required
cngincering standards, design and spccifi cations.

(ii) Thc Companl, should ensurc that therc is no furthcr delal' and cxtension of timc
for completion of thc Projcct.

(iii) Thc Contractor strictly follows the specifications/procedures to meet welding
process rcquiremcnts for the pipeline works and other installation works to
cnsure thc delivery of qualitl producl to thc employer and by extcnsion. the

Kcnyan taxpayers.

(ir') The three parties in the contract must address and resolve the challenges facing

thc project attributcd to each of them. As such, the Contractor should supply

i
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cquipmcnt and sufficient n'orkforcc rr hile thc Consultant should cxpcdite rcvicw
:rnd approval of Contractor's design, matcrials and ccrtif."- documentations for
pa)ments nithout dclal. KPC is expccted to makc payments for ccrtificd norks
to the contractor and the consultants without unduc dclal'.

(r') 'fhc Projcct Contractor and Consultant should compll ttith the contract
rcquircmcnts, work in harnronl, dcmonstrate good rvill and intention to cnsurc

succossful and timely' completion and delivcq' of the projcct as prr thc ncrv

conrpletion schcdule of 28'r'April 2017 agrecd upon by thc partics.

(vi) Kcnya l'ipeline Companl' should in future conduct duc diligcnce bcforc the

a*'ard of contracts to avert possiblc conflict of intercst and poor working
rclationship similar to thc onc facing SLECC and ZIC in thc implenrentation of
Linc I Capncity Enhancement Project.

(r'ii) Kcnla l'ipcline Conrpany should focus on developing the kel infrastructure
required to storc antl mol'e the pctroleum products to markcts rvithin and
outsidc thc countr]'sincc Kenya is set to join thc lcague of oil producing nations
rvith ongoing explorations and the discovery of oil in several parts of the countr)'.
Ke nr l's Jrrolilc as an oil produccr is likell' to rise, thcrcfore, thc Companv should
considcr full-scalc pipcline dcvclopmcnt to conncct arcas *'ith commcrcialll'
viablc oil rcson'cs.
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2.0 l'ltO.l[('l lt,\( K(;llOti\l)

2.1 Companylnformation

The Kenya Pipeline Company (KPC) Limited is a Slate Corporation established on 6tr'

September, 1973 under the Companies Act (Cap 486) of the l-aws of Kenya. The

company's operations are also govemed by relevant legislations and regulations such as the

Public Procurement and Disposal Regulations, 2006.

'fhe main objective of setting up the company was to provide elficient. reliable. sat'e and

cost el-fective means of transporting petroleum producls fiom Mombasa to the hinterland. [n

pursuit ol'this objeclive, the company constructed pipeline network, storage and loading

t'acilities fbr transportation, storage and distribution of petroleum products.

KPC starred its operations in 1978 alier installing a l4-inch diameter underground pipeline

liorn Mombasa to Nairobi. 1-he pipeline is approximately 450 km long.

The Company is currcntly constructing a new pipeline tiom Mombasa to Nairobi to replace

the existing Line-1. l'he project is strategic not only lbr the long-term financial stability of

the company but also tbr ensuring reliable and adequate supply ol petroleum products to

wesl.ern Kenya and the land-locked countrics including Rwanda, Burundi and Democratic

Republic of Congo among others.

2,2 Description of the Line I Replacement Project

'l'he purpose oithe pipeline is to transport refined petroleum products iiom Mombasa to the

hinterlands tbr local use and lurther transfer to neighboring countries of Uganda.

I)emocratic Republic ofCongo, Rwanda. Burundi, Northern Tanzania and Southern Sudan

bl road. The pipeline operates with eight pump stations localed along the pipeline and each

pump statioll has two pumps rated at 440Mr/h. It is operated by running either one or two

punlp sets per station, depending on the demand lbr the product.

I'he Mombasa to Nairobi Pipeline was designed with a llow rate ol 880M3/h. which had

been projected to meet the product demand up to 201 8 and beyond.

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

It



increase, especially firr export products. The exporl trucks were allowed to transport

products. thus exposing the road network to the very risk and damage that the initial

inlention ofinstallation ol'the petroleum pipeline nelwork was meant to address.

Between 2005 and early 2009 Line I capacity was enhanced by building four new stations

bet$'een Mombasa and Nairobi in order to improve on the initial installed capacity of

440M1/h to the ultimate capacity of 880 Mr/h. Four stations of PS2- Taru. PS4-Manyani.

PS6-Makindu and PS8-Konza were commissioned on 26th November. 2008 to meet the

demand that is projected by Vision 2030.

Kenya and the region at large has been experiencing a sustained economic growlh and as a

result. demand fbr petroleum products lbr the last three decades increased. thereby

necessitating improvement ofthe initial capacities provided by the first pipeline netrvorks.

2.3 Project Scope

'fhe scope of the project is to supply, deliver, construct and commission a suited pipeline

size 20-inch diameter pipeline including laying of Fibre Optic Cable (FOC) wilhin rhe

KPC's ROW (Right of Way) liom Mombasa to Nairobi. optimize the use of existing

stations including the associated works and augment the system to allow for new facilities in

the existing stations. including fbur pump stations (PSl, PS3, PS5, PS7). fbur terminals

(PSg. PSl0. PSl2 and PSl4. and lbur future pump srations (PS2. PS4. PS6. PS8). In

addition. the projcct includes the upgrade ol'existing firefighting systems in existing stations

and design olnew firefighting systems tbr the new stations. The multi-product pipeline is to

be laid alongside the existing 450km line fiom Mombasa to Nairobi.

2.1 The Consultancy Contract - KPC Vs SLECC/Kurrent Technologies

ln Octoher 201 1, KPC announced a call fbr tenders for a consultant to carry out detailed

cngineering design. prepare tender documents. and supervise implementation of the

pipeline replacement projecl liom Mombasa to Nairobi.

The consultancy contract lbr the works was awarded to a consortium comprising ol Shengli

Engineering & Consulting Company Limited (SLECC) and Kurrent JV Technologies on 7rh

.lune 2012 at a cost of Kshs. 351,595,280.08 (US$ 7.706,946.08).

()



Curiously, SLECC is a Chinesc Enginccring Company o$ncd b}' SINOPIIC' one of the

bitklers of thc project who challengcd the contract arrard to Zakhem lnternational

Construction Ltd.

1-he scope of'consuhancy services conrprised of the lbllowing: -

r Design for the replacement oflhe pipeline;

. Assess the existing firefighting system along Line l, PS 12, PS 9 and Nairobi

terminal;
o Design a Fibre Optic Cable (FOC) to connecl all existing terminal equipment in all

stations;

. Environmental Impact Assessment (EIA);

r Tenderdocumentation:
o Tender evaluation:
. Construction Supervision; and

o Provide training ibr KPC stafl'.

'lhe Consultant designed a replacement pipeline, optimizing the use ofthe existing pipeline

facilities ro meet the growing demand. The Consultant also carried out a technical and

flnancial evaluation to determine lhe optimal pipe size, considering the demand tbr

petroleum products in the region. The pipeline shall be tied into lbur new punlping stations

and subsequently decommission the existing pipeline.

On 9rr' September, 2014. the Kenya Pipeline Company wrote to the Consultant 1o

communicate delegation olauthority to the Engineer's representative. l'he details oidelated

authority are captured in the letter appended to this Report as Annex. I'

2.5 The Construction Contract - KPC Vs ZIC

l-he contract is govemed by the 1987 FIDIC Conditions of Contract lbr Civil Engineering

Construction Part I (reprinted in 1992) supplemented with Special Conditions Part ll'

FIDIC Conditions of Contract tbr Works of Civil Engineering Construction provides tbr the

employer to carry oul engineering design and issue drawings to the contractor lbr

procurenlent and construction al stafl ol'the contracl.

l'he conlract fbr procurement. coustruction. testing and commissioning of the 20-inch

pipeline tbr approximately 450 km (Contract No. SU/Q-[/032N/13) was signed bctween

Kenya Pipeline Company Limited as the emplol'er and Zakhem lnternational l-imited as the

l(l
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contractor with commencement date of I't July.20l4 and completion period of l8 months

from the commencement date. The contract amount was US$ 484,502,886.40

(approximately KES 43 billion).

KPC Responsibilities

l. To provide ZIC complete Design and Engineering document for the entire Project on

Contract signature date i.e. lst July 2014. The Project Design and Engineering is the

responsibility oi SLECC under the provisions of a separate Contract between SLECC
& KPC.

To issue a LC in f'avour of'ZIC tbr the amount of approx. US$ 168 million by latest

September 2014, to f'acilitate the material procurement by ZIC in a timely manner
based on the completed Design and Engineering criteria and the Contract program of
works.

ZIC Res pons ib ilities

l To mobilize adequate plant and machinery I'or the purposes of completing and

commissioning the pro.iect within a period of l8 months tiom date of Contract
Signature.

2. To procure all materials required fbr the project construction and commissioning.
inclusive ol the pipeline material, pump stalion plants. equipment and all
electromechanical equipment, in strict conrpliance with IFC (lssued tbr Construction)
Design and Engineering document.

To construct the pipeline and pump stalions and commission. in compliance with the
Design and Engineering requirement provided by SLECC for and on behall of KPC
pursuanl to a separate Conlract belween KPC & SLECC. Upon contract signing and

taking into accounl contractual provision tbr notice ofcommencement of fourteen (14

days). ZIC was given the notice to commence on 'l l'h August 2014. fbr a consrruction
period of I 8 months with expected completion date of 9th February 2016.

2,6 ProjectPerformance

2.6.1 ZIC Suhmission

Contrary to Contract requiremenls between KPC/ZIC, KPC did not deliver to ZIC the

Pro.iect Dcsign and Engineering requirements on lst July 2014. lnstead. KPC through

SLECC issued the IFC documents on October 14,2014, incuning 3% months delay.

Upon receiving the documents. ZIC noted that they were incorrecl and non-compliant with
the BOQ (Bill ol Quantities) that regulate the Contract between KPC & ZlC. The gross

shortcomings and anomalies in the documents were reported to KPC and addressed in

-1
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several tripartite meetings between KPC. ZIC and SLECC. Despite ZIC's repeated requests.

KPC/SLECC persisted in delaying the submission of correct design and specilications. As a

result. delays in project perfbrmance l'eatured at the very early days of Conlract signature

On several occasions, ZIC reminded KPC verbally and in writing about the progress delays

attributed to late design submission by SI-ECC.

As a consequence ol the delay in the submission of IFC documents by SLECC. ZIC was

unable to neither start work efl'ectively nor arrange for material procurement requirements.

Further, KPC contractual undertaking included the provision of establishing a Letter ot'

Credil (LC) in favour of ZIC to facilitate the Project plant and equipment procurement in

timely manner. KPC did not process the LC in September 2014.

Instead. KPC proposed to split the LC amounting to USD 168 million into two LCs. One

was confirmed in March 2015 amounting to US$ 105 million whereas tlrc second LC

amounting US$ 63 million was confirmed in September 2015. The untimely submission ol'

IFC by SLIICC and the very late issuance of LC by KPC caused delays to the I'roject

construction and procurenrent requircnretrts.

Despite the above, ZIC hastened to arrange self'-linance lbr the pipe supply ol'approx. USD

78 million in order to expedite the pipe delivery to site. In [act, through ZIC sell'-flnance, the

lst pipe shipment landed in Mombasa in January 2015. long befbre KPC established the

above mentioned LC. By so doing. ZIC demonstrated good will and intention. beside the

prof-essional integrity to ensure timely completion ol'1he project.

Regrettably and despite ZIC expeditious arrangements and reminders to KPC and SI-ECC.

work could not proceed as planned in the Contract. SLECC continued to liusttate the

progress by delaying the correct IFC documents. SLECC has always been determitred to

fiustrate, undermine and delay ZIC performance. (SLECC is a Chinese Engineering

compan), owned by SINOPEC, one of the Conlr clors who challenged the Contract

Awurd to ZIC. Obviously, SLECC delay in submitting lhe long ovetdue IFC is intentiond
to compromise ZIC timely performance.)

Finally, in late March 2015. i.e. 9 months alier Contract signature. ZIC were able to

commence lhe construction works on pipeline and pump stations. At that time. and alicr
several meetings and cornplaints by ZIC, KPC resolved the issue ol NCA (Nalional

Construction Authority) who then granted permission to ZIC to start work. At the sanre

time, SLECC and KPC agreed on the pump stations alignment and pipeline route. Only then

ZIC were able to commence work on the pipeline and stations. Thereafier and to date

several design revisions have been introduced on account ol SLECC poor and inl'erior

design.

-fhe 
above documented delays caused solely by SLECC intentional disruptivc measures and

KPC delays in establishing the LC and resolving the NCA issue, prompled ZIC to request

lbr extension of time (EOT I ) with costs since the causes ol delays are attributed solely to

KPC and the Engineering and Design Company (SLECC) shortcomings.
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representative with delegated authority by the Engineer. In this project. the Engineer is the

Chief Manager (Technical), Kenya Pipeline Company.

Committee Observations

'[he Committee observed the unusual arrangement of the Project Engineer being the Chiel'

Manager I'echnical. Kenya Pipeline Company. This is contrary to best praclice whereby thc

Project Engineer is the contracted Project Consultant with lull authority. 1'he independence

ofthe Consultant as appertains to the Project is thus in question.

2.7 Extension of Time and Claims

The Contractor applied twice fbr two extensions ol tinre (EO'l' No.l & EO'l' No.2) to

conlplete the Project. The i'irst EOT was submitted on l2'l' January 2016. (Annex. 2) 1'he

second EO'f was submitted on 15" July 20'16 (Annex. 3) and a lurther reminder on 3'd

September 2016. (Annex. 4)

'fhe [ingineer's representative revieu'ed the two EO'l's in time and submitted the oll'rcial

reporls to the Engineer dated Septernber 201 6. (Annex. 5).

'l'he Engineer's representative's recommendation on the contractor's two LIO'I request was

considerale ol'the f'act that, all ol'the purchase orders needed to have been released to the

vendors/nranutacturers by the contractor. lt is quite hard to track the procurement issues

with the vendors/manulacturers when there was no schedule/program Iiom the contractor.

The Engineer's representative rejected the contractol's claims lbr prolongation and protit

due 10 reasons arising tiom project delays as they tailed to demonstrate that the delays were

attributable to other parties other than themselves. 'l'he lack of a detailed approved program

with a critical path also made it diltlcult to demonstrate the impact of any delays to the

completion date. The onus is on the contractor ntaking any claim to prove to the Engineer

that the claim is justifiable. l'he contract has clear requirements on management of claims.

Only additional works other than items in BOQ of the contract were considered based on the

actual work quanlities and approved rates.

Extension of time was granted to the Contractor up to 28'h April. 2017 pending

determination of costs and damages. fhe Project Consultants evaluated claims ol Kshs. I I

million tbr extension of tirne I (EOT I ) and extension of time 2 (EOl' 2) and made a

presentation to the Engineer fbr determination. 'l hese are under review by the KPC Projects

I
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Team which is in the process of preparing counter claims for delays attributed to the

Contractor and shall be presented to KPC Management for consideration.

ZIC's Reasons for Extension of Time with costs

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

i. Very late submission of complete IFC package by SLECC;

ii. IFC multiple errors. revisions and discrepancies that caused the progress to be on

hold fiequently and for a considerable time on pipeline and pump stations;

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

iv. Unreasonably withheld approvals by SLECC for vendor requisitions and design

that caused indefinite delay existing to date for procurement: and

v. KPC delayed issuance of LC fbr material and equipment procurement.

2.8 Payments madc as at 2"d Februrry,2017

Payments made as at 3 I'r January. ?017 are as follows:

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

267 ,212,4 | 3 .44 - 7 6%o of contract su m

For Construction: LC l: US$ 121.018.858.99

LC 2: US$ 49,498,766.61

Outside l.C: US$ 165.106176.86

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

to KES 263 Million exclusive of VAT - 69% of contract sum

Paymenls in progress: payment o/ US$ 13,191,202.15 representing

work done belv,een 2 l"t October and 2dh November. 20I 7.

2.9 Challenges rffecting the Project

2,9.1 Employer'sChallenges

KPC presented the following challenges: -

l. Low uptake of funds by the Contractor due to numerous discrepancies in
documentation for both payments through LC and outside LC;

2. Delal"ed delivery of already manufactured equipment;

3, Apparent reduced equipment and workforce in all the sitesl and
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4. Apparent go-slow by the HDD personnel at Nairobi Road crossing

2.9.2 Consultant'sChallenges:

-fhe 
Consultant presented the lbllowing challenges:

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

commensurate manpower and equipment to achieve the program. The lack of a

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

progress of the project and also to track the resource allocation by the contractor;

Equipment and material delivery/deployment were delayed due to, among other

reasons. the mismanagement of vendor activilies such as delayed submission of
vendors' Iinal design documents etc.

PS14 Tanks tie-in - The Contractor started the tie-in works to the tanks at PS l4 very

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

reinfbrcement plates, the exercise is panially done and is up to date hampered by

missing tie-tittings.

In all the stations works to date. i.e. Mechanical. Electrical. l&C and Fire F'ighting

installation works are yet to comprehensively commence due to delayed delivery ot'

key equipment/material.

Delayed Auger Boring. Horizontal Directional Drilling and other crossing Works: to

date the subcontractor lbr IIDD has downed tools due to lack of flnancial t'acilitation

by the contractor.

Delays in issuance of vendor inibrmation lbr lrnalization ol IFC drawings. 'l'his

affected and resulted in the delayed complelion olthe Engineer's representative's ll"C
design drawings. This has been a very thomy issue. The contract and specilications

required the contractor to submit detailed vendor/equipment inlbrmation. -l'he

conlraclor signed the contract which clearly spelt this. The contractor has continued to

have a dillerent and incorrect interpretation ol the contract, thereby significantly

delaying the project.

Delays in vendor design approvals attributable to the vendor's designs not confbrming

to specifications and data sheets, hence lengthy deliberation on clarifications and

sometimes the contractor changed fiom one vendor to another despite approvals.

Management of Sub-Contractors - Lapses in supervision and tacilitation (mainly

prolonged delay in payments) of subcontractors especially in all the pump stations

including. PS l. PS 3, PS 5. PS 7, PSg. PSl0 and PS 14 sites. Furthermore, the works

at many ol the said stations started very late. An example is the steel plates ol
tirefighting tanks. The contractor has lailed to supervise the subcontractor to provide

Mill certiticates tbr steel plates; this caused the material to be rejected by the

Engineer's representative and the client and ultimately new plates acquired have to be

lested at KEBS befbre approval.

2
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9. Low rate of mainline construction progress: The low rate of construction progress on

mainline pipe was mainly as a result of equipment breakdown, insufficient joint
coaters, insufficient repair welders. slow NDT works and tie-ins crews. lack of
empowerment of construction ntanagers, poor planning, and resource management as

well as inadequate working time managenrent.

10. l'he Contractor at times changed the project specifications without consent and

approval by the Engineer and his representative, causing length deliberations to

resolve the issues e.g. specifications fbr mainline pumps.

I l. Construction works were stopped by the numerous strikes ol subcontractors' stafT due

to the contractor's t'ailure to enable timely payment ol their salaries and allowances.

This continues to plague the progress of works to date.

12, No detailed procurement program was ever submitted by the contractor and therefore.

there has been no schedule as to when lhe contractor will submit the vendor design
infbrmation. when the equipment will be manuf'actured. tested and shipped. The

conlractor only gave periodic updates, many of which have not been kept.

13. I-lnacceptable delays. such as lack of construclion materials like steel bars lbr
buildings and no luel fbr construction equipment. Tools not being ready or available
when starting of'the works in the morning has been experiences severally. This points

to inadequate planning by the contractor.

14. Lacking/Poor quality management by contractor caused many repair works making
the work efficiency very low', e.g. joint coating.

The root cause of project delay is the contractor's lack ol adequate capacity to execute this

pro.iect. including inadequate management/support structures. They can be further

summarized as Ibllows:

(i) the apparent lack ofeffective delegation ofauthority to key staff:

(ii) the Contractor's project management needs to be improved;

(iii) Lack ofa detailed approved program ofworks complete with a critical path has Ied

to inadequate tracking of progress and resources;

(iv) The Contractor's workers resourcing lack proper and adequate planning;

(v) Delayed and insuttlcient vendor inlormation delayed completion of IFC design
drawings;

(vi) The Contractor does not have enough manpower and equipment for construction
works as required for a Project of this magnitude and sensitivity:

(vii) The contractor did not adequately supewise and control their subcontractors to
meet the project's requirement and timelines;

(viii)There seems to exist communication gaps between ZIC management and staff on

l7



sitel and

(ix) Submission of numerous letters by the contractor containing many allegations most

of'which were unsubstantiated and lacked adequate supporting documents' has at

times been a time-consuming distraction.

The above mentioned issues need to be addressed by the Contractor as a matter of urgency,

given the importance olthis Project. The Engineer and Engineer's representative continue to

supervise the works despite the challenges and have remained fbcused in ensuring quality

and also ensuring payment is made fbr works done that meets the requirements. 'fhis is a

measurement contract and all works are being measured before any payment certilicate is

approved. To date only 75.7lVo overall project progress has been achieved. It is worth

noting that the last remaining 25% oi proiect works is critical and a Iot of ellbrt is required

due to outstanding materials/equipment thal have not been delivered to site. pre-

commissioning and many punch lists that must be closed.

2.9,-j Contractor's Challcnge s

ZIC presented the lbllowing challenges: -

l. Never ending design changes and revisions by SLECC that caused and continue to

cause progress disruptions.

2, Contractor's inability to proceed until the quality related actions were tullilled by

SLECC. These include: -

a) IFC specification documents were received late and incomplete;

b) Approval tbr vendors was delayed by SLECC, atfecting the whole procurement

process by more than a year. ln fact, approval is still being awaited liom SLECC

fbr procurement of certain items:

c) Approval lbr vendor design were excessively delayed by SLECC as conlirmed in

ZIC numerous reminders to KPC;

d) SLECC inadequate delayed site inspection which caused delays to progress;

e) Changes in civil design drawings and multiple rel'isions Io quantities in cable,

valves, afl'ected and continue to at'fect the progress well in 2017. 'fherelbre, as a

consequence of several and outdated revisions in the IFC drawings, the progress

of works and procurement program suttered and continue to suffer liom delays,

which prompted ZIC to request lbr the second time exlcnsion (EO'l'2); and

l) SLECC supervisory staff has never been sufllcient lo cater lbr timely works

approval as required under the Contract. ZIC sullered and continue to sul'Ier

tiom lack of SLECC competent supervisors to certity and inspect the works in

l8



time and manner. Much time has been lost waiting for SLECC supervisor to

report to site.

3. The tbllowing are the main challenges attributed to the Client which adversely

alfected and continue to affect lhe progress: -

a) Lale release of IFC documents by SLECCI

b) Late approval for commencing ofconstruction works by NCA;

c) Late approval of vendors supply of material and equipment and vendors design

by SLECC;

d) KPC/SLECC tailure to provide operating and control philosophy for the

instrumentation and control system:

e) Inaccurate and incomplete IFC documents and drawings by SLECC;

fl Wrong pipeline profile attribured to SLECC;

g) Inadequate supervision staff by SLECC;

h) Numerous late design changes by SLECC; and

i) KPC delay in confirmation of LC disrupted the program for material

procurement.

.i) KPC delay in issuing variation orders related to works completed more than a
year ago still await the relative variation orders to include in the progress

certiflcates. To date those variation orders amount to approximately US$ 30

million still withheld by KPC for several months on account of SLECC

intentional delay in confirming the works.

To date" the progress is approximately 90%o on completion and as yet ZIC continues to
sut-fer from very late design revisions by SLECC. Ilthese design revisions persist, ZIC will
find it dilficult to complete the works by end April 2017.

Despite the challenges, ZIC committed to complete the works currently approx. at 90%

completion by the close of April 2017, provided that the constraints highlighted in ZIC letter

dated February 23, 2017 (Annex. 6) are satisfied, and / or before February 28,2017 as

promised by KPC. Further, ZIC does not loresee additional extensions of time as long as

KPC addresses the issues raised and resolves the payment and engineering issues belbre the

end of February 201 7.

Committee Observations

fhc C onrmitlcc obscn ed that: -

(i) Requesls by the Contractor lbr extension of time (EOT) for completion of the

proiection was granted twice. i.e., up to 9th February. 2017 and 2Sth April, 2017.

t9



(ii) KI'C Project Engineer is in the proccss ol preparing countcr claims fbr the delay's

attributed lo the Contractor.

(iii) The challenges enumerated by the three parties: KPC (Employer), the Contractor and

the Consuhant ought to be urgently addre'ssed. to ensure that the new cornpletion

timelines are adhered to without turther requests lbr extension of tinre. Further. the

Contractor is obligared to strictl), lbllou'the specilications/procedures to tneet welding

process requirements lbr the pipeline works and other installation rvorks to ensure that

he delivers a quality product to the client, and by extension the Kenl'an taxpayers.

3.0 PROJECT INSPECTION

l'he visit commenced on 2nd February 2017 at the Kenya Pipeline Company headquatters in

Nairobi, where the project terminales a1 Pump Station l0 (KM 448).

3.1 Pre-InspectionBriefing

l'he Committee was given a presentation on the status of Project, by the KI'C Senior

Management team led by the Managing Director, Mr. Joe Sang. Eng. James Mwangi

representing the Consortium ol' Consultants namely Shengli lingineering & Consulting

Company Limited (SLECC)/Kurrent JV '['echnologies and representatives of the Project's

Main Contractor Zakhern Internalional Conslruction I-imited (ZIC).

'l'hereatier. the Conlmillee was briel'ed as tbllows: -

The construction ol the 20-inch pipeline and a 96 core Fibre Optic Cable (FOC) along the

Right of Way (ROW) of KPC lrom Mombasa to Nairobi involves the tollowing:

(i) Site preparation and civil works, including buildings, pump shehers. equipmcnt

support in the punrp slations and reinstatemenl works on services which nright bc

aftected by the project such as f'encing. gates. roads, paths, drainage, water supply etc.

(ii) Construction of lbur new pump stalions at PS I (Changamwe). PS3 (Maungu), PS5

(Mtilo Andei) and PS7 (Sultan llamud) and two boosler pumps at PSl4 (Kipevu).

Each pump station will have tuo pumps. one pump in opcration and onc on standby.

(iii) Upgrade of tirelighting tacilities at PS I 2 ( Moi lntemational Airport). P59 lJorno
Kenyatta lnternational Airport), PSl0 (Nairobi 'l'erminal) and PSl4 (Kipevu Oil
Storage Facility).

(iv) Construction ol tire-lighting systems for the new pun'lp station at PSl, PS3. PS5 and

PS7.

(v) Erection oloutdoor high voltage power substation switchyards togcther with provision

of on-sitc electrical distribulion systems at n.redium and lou' voltage, cabling. standby

l0



diesel engine generators. lighting and small porver.

(vi) Installation of automatic control system and tleld instrumentation systems for pipeline

automatic operation.

(vii) KPC signed a Sh35 billion loan agreement with a consortium of six local and

intemational banks to llnance 70% of the pipeline project which includes CfC Stanbic

Bank. Citibank N.A (Kenya). Commercial Bank of Africa, Co-operative Bank. Rand

Merchant Bank and Standard Chartered Bank.

-j.l.l Overall Project status as 2nd February,20l7

(i) On the mainline construction most of pipe welding. trenching. NDT and lowering
is complele:

(ii) The remaining construction works are mainly pipeline tie-ins, road and railway
crossings. valve chambers and fiber optic cable (FOC), permanent cathodic

protection (CP) and hydrostatic test.

(iii) Pump station rvorks. covering civil works construction and flrefighting tanks

installation are in progress.

(iv) the progress fbr lowering the pipe is 95.17%o complete, back filling is 93.33%o

complete and the Valve Chambers 36.36% complete. The outstanding works
include some HDD (Horizontal Directional Drilling). some Auger boring. and

Ilydrostatic Testing for the pipeline.

1v) 1'hc civil works is about 85% complete lbr all the pump stations.

(vi) 1'he control room buildings at PSl, PS3 and PS5 are approximately 75% complete

and 600/o complete at PS7. The Contractor projected to complete PS I . PS3 and PS5

buildings by end of February 201 7 and PS7 at the end of March 201 7.

(vii) At PSl. PS3. PS5 and PS7, the equipment lbundations are ready to receive

equipmenVprocess pipes. Mechanical works are yet to commence due to delay in

delivery of fittings lbr station pipes.

The overall project progress is listed in the table below as follows:

Departmenl Weighting Actual Progress as

at February 201 7

Total Actual

Progress

Preliminary & General L56% 0.09% 8.530h

I)r-rrerrrcrncn I 0. l4% 37 .97%

15 .66% t.23% t9.l l,r'oConstrrrc(ion

lr

i

'l'he Conrnrittee was intbrmccl as l'rllorvs:



'tI ) l AI. I (X)(t i, L16"/0 75.11%

-1.1.2 Mainlinc Construction Progress as at 25'l' .lanuary', 2017

1'renching works outstanding between

KM434 and KM4l9 and within

Mitchell Cotts and Reliance lndustrics

ad.iacent to JKIA

Activity

Description

Progrcss Ile nr a rks

Quantity

Donc (KM)

Prrccntagc

completetl

I Delivery ol pipes 453.11 100% No issLre

R0W Clcarancc 453.17 t00% No issuc

Pipc Stringing 451.17 i.000 No issue

Welding 4 5 0.91 99.sYo o Manual uelding betrveen PS l4 and
PS in progress:

. Contractor has tie-in teams at KM
332/31 l, 421,4{)6. I ll and 148:

. Rcpair tcanrs are at KM3 I5.
i N I)l We lds .15 0.93 99.50,(, N0 outstandinS issues

() .loirrt ( oat ing .l -19.2 5 99 .139/o
-l'his actrvitl is no Ionger a bottlerrcck

In progress at K Ml3 5/3 36

1 Trench

Excavation

141 .11 98.67

li I)ipc l-ou crinu .ll5. (x) 98.19 Ongoing benveen KM4.ll and 442,329

and 330 and benveen KM 0.084 and 1.2() FOC Conduit

laying

4,15.00 98. t9%

IO 'l rench

bac k ti lling

441.00 97 .97%

lt HDD Crossings

(3 No.)

-) 6'lv" . Ongoing at Nairobi Rd Syokimau.
r l-'OC casing done and pulled back
o Main pipeline pullback in progress

tl Auger Bore

crossings (60 No.)

47 18.33% o 3l no. cornpleted rvith tie-in
o l6 no. completcd without tie-in
. l3 pending (2 no. ongoirrg at KM448

and KM447)

2)
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Activity

Description

Progress llc m l rks

Quantit-v

Done (KM)

Percentage

completed

ri. Il)drotcst 0 oih Preparation works at KM 160 for section

betrveen PS3(KM 109) and PS4

(KM r72.45)

ll l 0.008% Commenced on 9rh January, 201 7 at

PS2 towards PSJ

t5 Valve and pig

signaler chamber

9 3).14% . Construction of9 out of28 valve
chambers completed

. Construction in progress at KM
208 .3 / .106/ 429 / 430 .

The total proiect progress calculated by the Engineer's representative is 75.71o/o. However.

the overall pro.iect progress calculated by the contractor is about 79.2%. There is a

dil'lerence between the Engineer's representative's and the contraclor's reported project

progress. This is mainly lrorn the mainline trench excavation. The main reason is the

difference between the Engineer's representative and the contractor assessment ofthe bill of

quantity's item covering trench excavation.

The contractor has a diflerent interpretation of the item and has claimed additional funds.

The Consultant's engineer has rejected this claim and the item is now in dispute between the

contractor and the Engineer's representative/employer. The second reason is the different

understanding for the weight proportion of excavation but this cannot change the flact thal

the project progress is lar behind the scheduled progress.

The Committee inspected the following stations:

3.2 Tour of Pump Station l0 (KM 448)

Pump Station l0 is located inside the KPC Headquarters.

Progress of works as at 2nd February,20l7 was as follows:

(i) Switch gear building- Main ring beam and roolslab casted. Plaster. windows,
doors. finishes, floor, slab casting pending - 6570 completel

(ii) Process area sleepers -All sleepers done - 90% sleepers work complete:

(iii) Plattbmrs excavation & blinding work ongoing - 60% complete:

l_3
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(iv) Road subgrade compaction ongoing - 35% completel

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

Committee 0bservations

The Committee observed that:

(i) There is an apparent reduced equipment and worktbrce at thc site possibly owing to

the allegations of go-slow by the sub-contractors due to the delay in payment by the

contractor, which puts the Project's completion period at stake.

(ii) Mr. Ibrahim Zakhem. Managing Director. Zakhenr lnternational Cotrstruction Ltd.

once again failed to avail hinrself'betbre thc Committee fbr thc inspection tour, citing

health reasons. 'l'his is in contempt of the Cornmittee and contrary to Art. 125 o1' the

Constitution o1' Kenya.

3.3 Tour of Pipcline Lowcring and Backfilling at JKIA (KM 142 to 111)

The Committee observed trenching work, pipe lowering and back lilling ongoing bctween

KM 441 and KM 442 within Jomo Kenyatta International Airport.

Committee Observations

l'he Committee observed thal lhe progress ot'works is slou' as the Contractor has only

mobilized minimal staff and machineries on the site.

3.4 Tour of Pump Station 5 (PS 5) - Mtito Andci

Progress works orr the site as at 2"d Fcbruary, 2017 was as lbllows:

(i) Control building - Shuttering. Steel lixing and Casting olcable trenches are 100%

complete;

(ii) Dump and Sump Tank-Excavation and rock breaking ongoing - 90% complete:

(iii) Drainage and road works ongoing-7O7o complete

(iv) Erection ofoutdoor high voltage power substation switchyards together with
provision of on-site electrical distribution systems at medium and lou' voltage.

cabling. standby diesel engine generators, lighting and small power is ongoing with

civil works complete: and

(v) lnstallation of automatic control system and lield instrumentation systems fbr
pipeline automatic operation is ongoing.

Committee Observation

'fhe Committee observed that the equipment tbundations are ready to receive equipment and

process pipes. Mechanical works are yet to commence, due to dela1, in 6.1;u.., oilittings

for stations. However. pumps have been delivered to the site and are ready tbr installation.

2.+



vtI i) PSl4 tank tie-ins: lburtanks 14-TK-601, l4-TK-503: l4-TK-502 and l4-TK-202 have

been conrpleted. l4-TK-301 was availed to the contractor on 20th January, 2017.

3.7 Tour of Pump Station I (PSl) - Kipevu

gress of works on the site as at 3'd Februarv was as fbllows:I)

l5

3.5 Tour of Pump Station 3 (PS 3) - Maungu

Progress ofworks on the site at 3'd February,2017 was as follows:

(i) Construction olthe control room outer wall and installation of roofpurlins are

ongoing. About 70% ofcasting ground tloor has been completed:

(ii) Installation of purlins tbr main pump shelter and t'ire water pump shelter are ongoing;

(iii) Culvert and outer cable trench have been casted and are about 8070 complete:

(iv) The pump station construction is under progress and civil works are approximately
8070 complete:

(v) Erection oioutdoor high voltage power substation swilchyards together with provision

olon-site electrical distribution systems at medium and low voltage, cabling, standby

diesel engine generators. lighting and small power is ongoing with civil works
complete; and

(vi) Installation of automatic control system and tleld inslrumentation systems for pipeline

automatic operation is ongoing.

3.6 Tour of Pump Station l4 (PS14) - Changamwe

Petroleum products tiom Kenya Oil Storage Facility (KOSF) or at the Kenya Petroleum

Refineries Limited KPRL) are introduced into Mombasa - Nairobi pipeline via Punrp

Station No. l4 at Changamwe. The products are then pumped through the system.

Progress ofworks on the site as at 3'd February was as fbllows:

(i) Srvitchgear superstructure and ground slab construction is ongoing. Columns are

complete:

(ii) Excavation of booster pump pits is complete, and all scaffolding has been removed:

(iii) Excavation works in the tank farm loundations for sleepers are complete, base casting

is at about 95% complete:

(iv) Formwork and scatfolding fbr the pump shelter walls is ongoingl

(v) Formwork and scaflblding lbr the switchgear building columns is ongoing;

(vi) Steel fixing and tbrmwork fbr the main drain is ongoing:

(vii) Steel fixing and lbrmwork for the main transformer is ongoing;



(i) Control Room root'work: concrete slab casted. lirrmu'ork and slab lilling
ongoing - 7570 complete;

(ii) Equipment lbundation is ready to receive equipment/process pipes. Mechanical

works are yet to commence owing to delay in delivery ol'littings fbr station

pipes.

(iii) Kenya Power Ltd substation works are al 90%o complete i

Committee Observation

The Committee observed with great concern that land in PS1 in Kipevu has becn invaded by

squatlers who pose a securily threat to the Station.

4.0 COMMITTEEGENERALOBSERVATIONS

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

Pipeline -
(viii)

(ix)

'l-he project was not completed as per the original contract duralion. thc Project was

expected to be completed by 30'h September. 201 6l however. the completion date was

extended to 9rl' Irebruary^ 201 7 and a further extension to 28tl' April. 201 7.

1-he project implerncntation status as a1 February 2017 was 75.719i, with the lbllowing
payments having been made:

(d) Consultancy: US$ 5,857,279.02 inclusive ol'VA'l-- 76'2, of contract sum
(e) Construction: US$ 335,623,802.116 (inclusive ol-VA-l'; 69%, of contract

sum
(f) A turrher pa)'ment olUS$ 13,191,202.{5 representing ri'ork done betrvcen 21"

October and 20tl' Novenrber. 2016, was bcing processed.

(x) -[he 
Kenya Pipeline Line I Capacity Enhancement Project is a Vision 2030 project.

Upon completion, the project rvill enhance the supply ofpetroleum products to various

parts of the country, Uganda. Rwanda. Burundi and parts oi the Democratic [{epublic

of Congo.

(xi) Upon completion ofthe project. the projected demand ofpetroleum products in Kenya

and in the Eastern Afiica region up to year 2044 n'ill be met. This will reduce

shortages of luel lbr the domestic and expo( market occasioned by leakages and pipc

bursts of the old pipeline and reduce road damage and environmental pollution caused

by road tankers.

(xii) There is an apparent conflict ol' interest between the Contractor, ZIC l-td. and the

Project Consultant, SI-ECC. SLECC is owned b1' SINOPEC. one of the lailed bidders

of the contract bul ended up being awarded the consultancy contract lbr the project.
'l'he alleged intentional delay in submitting drawings issued fbr conslruction on

October 2014 to the contractor by three and half(3 %) months afler the expected date
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( r iii)

(rir)

5.0

of commencernent of the project among other claims of sabotage by the Contractor
may theretbre be lrue.

The progress of works has been adversely affected by poor working relationship

among lhe three parties; the Employer (KPC), Contractor (ZIC) and Consultant (JV of
Shengli Engineering & Consulting Company Limited/Kunent Technologies). For

example. the Contractor avers among others. that SLECC has never had sufficient
supervisory slalT to inspect and certif_v the works. On the other hand. the Consultant

claimed that the Engineer's construction supervision personnel were deployed along

the pipeline's ROW based on the contractor's construction program and work fionts.
KPC has blamed the Contractor. lbr among others, low uptake of lunds by the

Contractor due to numerous discrepancies in documentation for both payments

through Letter of Credit and outside LC and the delayed delivery ol already

manulactured equipment;

The independence of the Consultant as appertains lo the Proiect is in question, owing
to the unusual arrangement of the Project Engineer being the Chief Manager
(Technical). KPC. contrary to best practice whereby the Project Engineer is the

conlracted Proiect Consultant with full authority over the Projecl.

COMMITTEE GENERAL RECOMMENDATIONS

i

The Conrmittee makes the lbllowing gcneral recommendations: -

(i) Kenya Pipeline Company f-ast+racks the implementation of Line I Capacity

Enhancement Project and al the same time ensure that the Project is constructed as

per the letter and spirit of the Contract and according to the required engineering

slandards, design and specifications.

(ii) The Company should ensure that there is no further delay and extension of tinte lor
completion of the Project.

(iii) The Contractor strictly tbllows the specifications/procedures to meet welding process

requirements lbr the pipeline works and other installation works to ensure the delivery

ofquality product to the employer and by extension, the Kenyan t&xpayers.

(iv) The three parties in the contract must address and resolve the challenges lacing the

project attributed to each ol them. As such, the Contractor should supply equipment

and sulficient workforce while the Consultant should expedite review and approval of
Contractor's design, materials and certily documentations lor payments without delay.

KPC is expected to make paytnents for certitied works to the contractor and the

consultants without undue delay.

(v) The Project Contractor and Consultant should comply with the contract requirements,

work in harmony, demonstrate good will and intention Io ensure successf'ul and timely

completion and delivery of the project as per the new conrpletion schedule of 28th

April 201 7 agreed upon by the parties.

)7



(vi) Kenya Pipeline Conrpany should in lulure conduct due diligence belbre thc au'ard ot'

contracts to avert possible conllicl of intercst and poor working rclationship sin.rilar to

the one facing SLECC and ZtC in the implementalion ot' Line I Capacitl

Enhancement Project.

(vii) Kenya l'ipeline Company should lbcus on developing the key inliastructure required

to sttrre and move the petroleutn products to markets within and outside the country

since Kenya is sct to join the lcague ol' oil producing nalions with ongoing

explorations and the discol'ery ol oil in several parls ol'the country. Kenya's prolilc as

an oil producer is likely to rise. therelbre. the Company should consider lull-scale

pipeline development to connect areas with conrmercially viable oil reserves.

}J



PUBLIC INVESTMENTS COMMITTEE

ADOPTION LIST

REPORT ON INSPECTION VISIT TO THE KENYA PIPELINE
COMPANY LINE 1 (CAPACITY ENHANCEMENT) PROJECT:
MOMBASA. NAIROBI PIPELINE UNDERTAKEN BETWEEN 2ND - 3RD

FEBRUARY,2017

We, the undersigned, hereby affix our signatures to this Report to afhrm our

approval:

DATE: +I ' MAY, AOI+

h\Hon. Adan Wehliye Keynan, CBS, MP1.

2. Hon, Anthony Kimani Ichung'wah, MP

3 Hon. Francis Mwanzia Nyenze, EGH, MP

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

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

Hon. Adan Mohammed Nooru, MP

-a7 Hon. Franklin Linturi Mithika, MP

8

#9 Hon. Elias Bare Shill, MP

Hon. Sammy Silas Komcn Mwaita, MPt0

Hon. John Olago Aluoch, MPil.

t2 Hon. (Dr.) Paul Nyongesa Otuoma, EGH, MP

13 Hon. (Eng.) John Kiragu, MP

NAME SIGNATURE _. \-!_--,

6.

Hon. Athanas Wafula Wamunyinyi, MP
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14. Hon. (Eng.) Stephen Ngare, MP

l5 Hon. Abdullswamad Shcriff Nassir, MP

Hon. Beattice Nkatha Nyaga, HSC, MP16.

17. Hon. Bernard Mun]'woki Kitungi, MP

18 Hon. Chrisanthus Wamalwa, CBS, MP

uHon. Comelly Serem, MP19.

20 Hon. Dorcas Kedogo, MP

zt.

22 Hon. Johana Kipyegon Ng'eno, MP Zl

23 Hon. John Muchiri Nyaga, HSC, MP

24. Hon. John Ogutu Omondi, MP

25 Hon. Korei Ole Lcmein, MP

26 Hon. Mary Sally Keraa, MP

flt*,27. Hon. Onesmus Muthomi Niuki, MP

NAME SIGNATURE,--.-

&
Hon. Irungu Kang'ata, MP
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KENYA PIPEL]NE COMPANY LIIUITED

Ref: EN/PR/29/4181 9n September 2O 14

Shengli Engineering & Consulting Company
Limited/Kurrent Technologies Ltd JV
49 Jinan Road, Donrying City, Shandong Province,
China
Fax: +86-546-8793466 Atteatlon Mr. Xiang Yang

Dear Sir,

The contract for construction of Line 1 Replacement project has been awardcd to
Zakhem Inl.ernational Construction Ltd (the Contractor). Construction is now
about to start and in accordance with the scope of services in your consultancy
conrract with KPC, you are required to superrrise the construction and related
works up ro cornplerion and attend to issues arising during the defects liability
period. The construction supervision activities in your contract are:

a) Contract management and administration- to ensure work plans adopted
recognize the fact that the existing facilities must continue delivery of service
without undue interruptions during the construction period.

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

reviews.
f) Coordination of progress payments.
$ Progress schedule reporting and documentation.
h) Claims analysis.
i) Photographic documentation.
i) Project close-out and other construction management-related tasks not

specifically identffied above.

In the contract between zakhem International construction Ltd and Kenya pipeline
company Limited, SLECC/Kurrent JV is defrned in clause 1.1(v) of the conditionsof contract Part Il (conditions of particular application) as the Engineer's

Pagc I ofs

R.E: LINE I REPLACEMENT PRQ!,EQT

DELEGATION OF AUTHORITY OF THE ENGINEER Tq
THE ENGINEER'S RTPRESENTATIVE
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Representative, These conditions of contract in Parts I and lI defrnes the role of the
Dngincer during t.l.e project implementation stage up to contract closure.

By this letter the Engineer delegates the duties and authorities, vested on him in
this contract to supergise construction of the project with the limitations given
belorv.

Clause 7{ 1} S nolementarv Drawiuss and nstruct Ions:

You are authorizfd to issue the drawings after getting approval of the Engineer and
the limitations described under Clause 5l below shall apply.

Clause 12(21 Not Foreseeable Obstructions or Phvsical Corditions:

Carr5r out the determinations provided in this clause with the approval of the
Engineer and in accordalce with the limitations described under C'lause 51 below.

Clausc 14(21 scd Pro Erarnme:

llequest contractor if it becomes necessary for revised prograrnme and this sha,ll be
subject to frnal approval of the Engineer and application of Clause l4-2 ol
Conditions of contract- Part Ii: Conditions of Par-ticular Application in the contract.

Clause 2O131 Loss or Dam e Due to Emolovc 's Rlsk:

I

r

You shall determine extent of repairs and value additional costs to the Contract
subject to the limitation described under Ciause 52(1) below and report your
findings to the Engineer for further direction.

Clause 3O (31 Settlement of Extraordinarv TraIIic Claims:

a

Clausc 15 Contractor's superinte ndence:

The Engineer reserves the right of approval of the contractor's reprcscntalive for
superintendence oI the works or any subsequent changes to thc zrppointmel)t
thereof. You are authorized to deal with the appointed contractor's representalivc
in all other matters concerning superintendence of the works. Refer to amendment
of this clau se in section 15.2 of the Conditions of contract- Part II: Conditions of'
Particular Application.

C!qgL-ge_!Q- Borc trole and Exploratorv Excavatlon:

You are authorized to issue instructions to the contractor if it becomes necessary
to apply this clause after getting approval of the Engineer and the limil.ations
described under Clause 51 below shall apply.
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If it becomes necessary to request contractor to use facilities under this clause get
prior approval of the Engineer before requesting for use of the facilities and
determine any additions to contract price as a result of using the facilities but with
the limitations under Clause 51 below.

Clause 36{5 l Ensine er's Detgrmination lVhere Tests not prowided for:

If this clause is applied you are authorized subject to approval of the Bngineer to
consult with Employer and Contractor to determine time aIId price additions witiin
the limitations of clause S1 below.

You are authorized to determine in consultation with the contractor the amount of
time extension occasioned by the factors listed in this clause and give yor.rr
recommendation to the Engineer for consideration.

Clause 4 .1 Taklns-Over Certifiicate:

You are required to determine in consultation with the contractor when the works
are substantially complete and advice the Engineer when it is appropriate rvithin
the provisions of the contract to issue a taking-over certificate to the contractor for
the works.

Clause 5 .lVariatlons of Worksl

'l'his Engineer alone shall be responsibie for authorizing variations. you are only
delegated to give instructions to the contractor on the approved variations of the
works subject to prior approval of the Engineer and only to the extent that this
complies with clause 2. I (b) (iv) of conditions of contract- part II: conditions of
Particular Application.

Page 3 of5

You are authorized subject to approval of the Engineer to apply this clause to
claims that may arise from damage by contractor to roads and bridges on the
routes to t}te sites get out of bed from transpod of materia-ls or plant.

Clause 31 (21. Fe.cllltles for othe{ Contractors:

Cleuso 4O Susoension:

This is not delegated, it shall be the responsibility of the Engineer and your role
will be to supply the Engineer witl: the necessary facts to justi$z this action.

Clause 41. 1 Commenccmcnt of ltrorks:

This is not delegated, the notice to commence works shall be issued by the
Engineer.

Clause 44.1 Extenslon of tlme for Comoletion:



Clause 52111 (21 Valuation of Variations and Fixlns of Rates:

'lhcre are additions to this clause in special conditions of contract part Il. This is
not a delegated authority, and tfie Engineer alone is responsible for authorizing
variations. Your role and which is subject to approval by the Engineer is to assess
the value of variations and to determine new rates where necessary for
consiclcraLion by the Engineer.

You are authorized to receive notice of such claims from the contractor, evaluate
the particulars of the claims based on the provisions in the contract and report the
frndings to the Engineer for consideration.

The entire clause is amended in special conditions of contract part IL You are
authorized to measure and agree with the Contractor the value of the Works and to
keep and maintain signed records by both parties of all measurements used in
compiling payment certificates, and submit to the Engineer for my approval.

[.\rrther to clarilication to this clause in the Conditions of contract- Part II:
Conditions of Particular Application, you are required to get approval of the
Dnginecr before giving instruction to the contractor to execute work, supply goods,
materials, planl or s€rvices under this clause.

Clause 6O Certifrcates and Palrment:

Sections of this clause are amended in Conditions of contract- PaJt Ii: You are
authorized to receive, evaluate the statements for paSrment submitted by the
contu'actor and to certify the amount of payments due, All payments to the
conlractor shall be subject to the approval of the Engineer.

Clausc 62 Dcfects Liabilitv Certificate:

You are required to determine in consultation with the contractor when all the
defects have been satisfactorily completed ald advice the Engineer whcn it is
appropriate within the provisions of the contract to issue a deiects liability to the
contractor for the works.

Clausc 64 Urgcnt Rernedial Work:

Page .l of5

Clause 53 Assessment and Determination of Claims:

Clause 56,1 Works to be measured:

Clause 58 Use of Provisi-on_4lgqgqs!



a

In the event of accident or failure of works that will be a danger to the safety of the
works under this clause, you are authorized but subject to approval of the
Engineer to issue instructions to the Contractor to carry out the necessary urgent
remedia.l works.

C1ause 67 Settlem ent of DisDutes:
Clause 67 (all sub-clauses) are deleted and replaced in the Conditions of contract-
Part II: You are authorized to seek approval of the Engineer to negotiate in
disputes between the Employer and Contractor with the aim of reaching amicable
settlement. You will provide advice if there is need for the Engineer to make a
decision on a matter of dispute.

By a copy of this letter, Lhe Contractor is notified that arly communication given by
the Engineer's Representative is as though it has been given by the Engineer
subject to the limitations herein. Such communications shall be copied to the
Engineer.

E. M, XARUMI
FOR: MANAGING DIRECTOR

Cc Zakhem International Conslruction Ltd
Thro'
Zakhem Construction (Kenya) Ltd
Outering Road, Opp. GSU. Headquarters
P.O. Box 41196-00100, Nairobi
Kenya
E-mail: zakhem@aficaonline .co.ke Attentlon Mr. Adnan Anuous
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ZAKHEM
A Nr\iL X 2-

Kenya Pipeline Company Limited
Nairobi Terminal
OFf Nanyuki Road
lndustrial Area
P. 0. Box 73.92-00200
NAIROBI

120 January, 20'16

Our Ref: ZIC-KPC/0M/16/LFYM

Attn: Chlef Manager, Technical

CONTRACT: LINE 1 PIPELINE REPLACEMENT PROJECT
TENoER NO.: SU/OT/032N/13

sUB: REOUEST FOR EXTENSION OF TIME TO COMPLETE PROJECT

We wish to request for extension of time with cost because it is no longer feasible to complete thB
projecl by th February 2016 for reasons not attributable to us. Pursuant to FIDIC Clause 44 we
request for extension of time up to 31!t September 2016 to complete the project.

Our request is based on numerous proj€ct constraints, amongst which include:

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

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

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

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

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

Yours faithfully,
For: ZAKHEM TERNATIONAL CONSTRUCTION LIMITED.

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

ZAXHEM INTERNATIONAL CONSTRUCTION tTD
Civiland Me(hani(al En9inee.5 & Contra(lort

Outerinq Road, Opp. G.5.U. Headquarter!
P.O. Box 41 I96 - 00100 NAIROBI - KENYA
Tel: 1254 57 2513I2819, +254 20 8562113
E-mail: zakhem@af ricaonline.co.ke

Dear Si[,





ZAKHEM

AxNEx 3

Outering Road, Opp. G.S.U. Headquarters
PO. Box 41196 - 00100 NAIROBI - KENYA
Tel: +254 57 251312819, +254 20 8562113
E-mall: zakhem@africaonline.co.ke

15m July 2016Our Ref.: ZIC-KPC/0753/16/LR/AA

Kenya Pipeline Company Limiled
Nairobi Terminal
Off Nanyuki Road
lndustrial Area
P.O. Box 7U42-0O200
NAIROBI

Attn: Chief Manager Technical

Dear Sir,

CONTRACT: LINE'l PIPELINE REPLACEMENTPROJECT:
CONTRACT NO.: SU/QT/o32N/13:

SUB: APPLICATION FOR FU RTHER EXTENSION OF TIME

We wish to request for further extension of time with cost as it is not practical to complete the proJect

by 30u September 2016 as expected because of various reasons not attributable to the contractor.

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

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

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

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

4 Delayed LC confirmations and exlensions.

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

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

Yours faithfully,
For: ZAKHEM INTERNATIONAL CONSTRUCTION LIMITED.

(

ADNAN ANNOUS

,/ ZAI(HEM INTERNATIONITL COIISTRUC?ION LTO.
Civil and Mech.nical Engineers & Conlractor,





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





ANNLX +
ZAKHEM ZAXHEiI INTERIIATIONAL CONSYRUCTIO LTD,

Crviland Me(hani(a' fnginee,s & Contra(lor'

Outering Road. Opp. G.S.U. l-ieadquarters
PO. 8ox 4l '196 - 00100 NAIROBI - KENYA
Tel: +254 57 2513128/9, +254 20 85621 13

E-mail: zakhem@africaonline.co.ke

Our Ref : ZC-KPCJo92g1 dLR/AA 3'd September,2016

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

Attn: Chiof Managor Technical

Dear Sir.

CONTRACT: LINE I PIPELINE REPLACEMENT pROJECT:
CONTRACT NO.: SU/QT/o32N/I 3:

SUB; EXTENSION OF TIME (EOT 02) cLArM

Further to our Extension of rime (Eor 0'l) claim submitted through letter reference Zlc-
KPC/0080/16/LR/AA dated, 22 January 2016, pteasefind attached Extension of rime (Eor
02) claim for a further Tmonths for the sum of us$6s,oz2,3ss.oo due to various factors.
including but not limited to, delays to procurement (vendors' designs) approvals,
disruptions to construclion of the pipeline and delayed issuance of IFC documents for
construction of the Pump stations, for reasons which were beyond the control of lhe
Contractor.

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

Yours faithfully,
For: ZAKHEM INTERNATIONAL CONSTRUCTTON LtMtTEO.

Encls
cc Attn: Mr. Xlano Yano

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

/ /'^,"^-,k#*,r,1
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LINEI PIPELINE REPLACEMENT PROJECT

EXTENSION OF TIME CLAIM NO.I

REI'ORT OF REVIEW

SEPTEMBER 20I6

JOINT VENTURE OF SLECC-KT
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l. Preamble

Line I pipeline replacement project commenced on lst Jull' 2014.1'his u'as via contract No.:
SU/QTiO32N/13 signed between Kenya Pipeline Company limited as the employ,er in one pan

and Zakhem Intemational Limited as the contractor on one part. The contract for procurement.

construction. testing and commissioning of 20 inch pipeline lor approximatell. 450 km u'ith a

project duration of l8'i'Months for a discounted contract amount of USD 484.502.8t16.40.

Upon contracl signing and taking into account contractual provision for notice of
commencement of l4 days, ZIC was given the notice to commence on llri'Augusl 2014 for a

construction period of I 8 months with a completion date of 9'h February 201 6.

The projcct aclivities of procurement. construction and testing proceed on until 22nd January

2016 ra,hen the contractor submitted his request lbr extension of time Claim No.l vide ZIC'

lctter rel ZIC-KPClOO44ll6/LR/AA date l2'h January 2016. l'he supporling details werc
submitted on 22"d January'2016. Upon receiving and reviewing the EOT No.I clainr" the

Engineer's representative requested for additional information to enable an informed analysis

on the contractor request. This was follorved bv correspondences b1, the involved parties and

by the lapse time of the original contracl period the cumulative progress of the projecl slood at

36.5590/.. The EOT Claim No.l anall,sis on cost and time \ as yel to be concluded as at that

time. The Engineer rvith due consideration of the contractual risks involved on the project and

given the intemal approval processes. opted to grant a 7 months provisional exlension on time

on11. based on the contraclor own assessment to enable time for subsequent submission of
detailed particulars and delermination of Extension of time Claim No.l . The approval clearll
stated that the e\tension rvas u'ithout costs. 'l'here havc been ongoing correspondences on

extension of time claim No.l u'ith several req uesls/rem inders for the contractor to submit
detailed particulars with thc recent batch being received b; the Engineer's representati\,e on

l2'r'August 20l6 vide letler Rei ZIC-KPC\085 l\ l6\LR\AA (ANNEX l). Based on rhe derails

received so far from thc contraclor and other projects records the Engineer's representalive has

compiled this report whose details are as follows:

Summary

'l'he project entails the construction of Mombasa-Nairobi 20 inch 453km long pipeline, from
PS I 4 to PS I, with associated pump stations and tie-ins. The project data is as follows:
Contractor : Zakhem lntemational Construction Ltd (ZlC)
Contract Amount : USD 484,502,886.40 lncl. VAT
Contract duration : l8 months

Commencement date : I I 
rh August 2014

Contractual completion date : 9th February 2016

Overall Progress : 36.559Vo (as at 9 February 2016)

Time elapsed : 100 o/o (as al9 February 2016)
PaBe 3 of 33



ln this project, the Engineer is defined as the Chief Manager Technical, Kenya Pipeline
Company.
The Engineer's representative is a joint venture between Shengli Engineering & Consulting Co.
Ltd and Kurrent Technologies Ltd. The Engineer's representative carried out the demand study,

ESIA study, preliminary and detailed design, tender documents for the project under their
contract with KPC. Prior to the construction phase, they were the project's consultant.

2, Chronologl'of Submission of Exlension of Time Claim No.l

Tablc l: Chronology of suhmission of Extension of Time claim No.t

(-{rnlcnll.cller l)alc of
l,etler

suhjr(l ('f l.ellcr

I

Z,IC.
K PC\0044\ l 6\

LR\AA

l2-Jan-
l6

RUQUEST rOR
EX'TENSION OF

TIMI] TO
COMPI,ETE

PROJLCI'

/t(

ztc-
K PC\0080\ I 6\

I-R\AA

22-Jalr-
l6

cLAIt\4 tjoR
ITXI ENSIoN OI;

TlMt, (trol ) NO.l
/.1(

sK(D)-
LINF I-ZIC-

tx-0753

2l-J6n-
l6

(.LAII\,1S IOR
l:X.l l:NSl( )N OI'

TIMI: (t:( )l l
Sl.l:( ('

L Request BpFendices in sofl copy
2. Request reviscd delailed program
3. Request initial contmct program

The conlractor requests for extension of timc up lo JOs
Seplcrnbcr 2016 to complctc thc projecl.

Reasons ofClairns:
l. Access lo site
2. IFC documents
l. Withiold spproval ofvendor
4. Change ofmainline and booster pumps vendor

Exlension ol time ol Claims
Pipeline construction 3l May 2016
Pump slation construclion - 30 September 2016

Cost ofCloims:
I ProlonSation cost:-$27.159,897.00
2. Notices ol- compcns.lion:-$2.71 1,187.00
3. llead ofiice overhead & profilr-$t 1,105.067.35
Totrl chim cost:-S,ll J96JSlJ5
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1

,l
ZIC.

KPC\o088\16\
LR\AA

25-Jar-
l6

CI-AIMS FOR
EXl t:NSTON OI

TIMI'
1.K

I Soft cop)'ofappendices to thc clarm for Extens,on of
Iime (EOT)
2 Revised detailed proSram ofwork with completion dare

of l4 Septembcr, 2016 (wi$ crilical path rn red color)
l. lnitial detailed progain ofwork (dated 2lsl Augr.rsr
2014)*ith critical path in red color

5

SK(D).
LINE I-KPC-

rx-0340

29-Jan-
l6

t:VALUAIION OF
CLAIMS FoR
EXTINSION OII
THF CONTRACT
CoN,IPLETION TIMIl
{EOl )

sl I((
Letter ro KPC
Rcsponse ilem bv ilem to the clalms in ZIC'S leler ZIC-
KPC\0080\16\LR\AA for KPC referencc

(, EN/PR/29/4rI l
8-Feb'

l6

APPL]CATION FOR
EXTENSION OF

TIME
KPC

L Crant ZIC lhc exlensron oflhe timr elemenl alonc o, the
clarm liom loth Februan. 2016 to l00r September, 2016.
2. Detcmrinalron ofthc cost due lo both parties to tlle
contracl arisinS fiom the delat in the contracl
rmplemenlalron ls bcinp elaluared br thc Lnttncer

1

sK(D)-
LINEI.ZIC.

FX-0?79

21-Feb-
I6

REQI,IEST DETAILS
FOR CLAIMS TOR

EXTENSION OT'
Tll\.{E (EOT)

SI-I]C( Request for panicular details from ZIC to enable anal]sis
ofclaims

ti

SK(D).
LTNEI.Z-IC.

rx-082s

l5-Mar-
l6

(.LAII\IS IoR
EXTINSI0N OI'

Tll\1! ( li()1 r

st I((

ZIC.
KP( \03.11\t6l

I-R.AA

2l-Mar-
l6

( l.AIN1s I:( )R

FX I l:\-Sl( )\ Ol
'll\1lr (l-(tl )N() ul

zlt'
ZIC respondcd fial KPC and SLECC havc sulllcienl
informatron and refused lo suppl) any additional
inJbmralion

lr)
sK(D)-

t_tNE !-zl(,
FX-0919

lg-Apr-
l6

CLAINIS FOR
EXTENSIoN O[

TIN{L GOTINo, OI

SLI'('C Contrnued to requesl for paflicula, details fiom ZIC to
enable conlprehensive analysis of clarnL\

lt
sx(D),

l-lNI:l-71( -

I,X-1t05

29Jul-
l6

CI AII\4S FoIt
I:fllNSl( )N ( )l:

I lN,,ll (liol r N( ) 0l
st.[((' Conlinue to requesl for panicula, details iiom Zl('to

enablc analysis of claims

l:
7tc-

KPC\085 t\16\
LR\AA

l2-Au8-
t6

CI-AIMS }'OR
ITXTENSION OF

TIMt: (EOI) NO. 0l
/l(

Submitted detailcd parliculars to furthcr supporl
conlractor's claims The clairr revised were as belor\
Cost ofClaims:
l. Prolon8ation cosl:-327.359,897 00
2. Notices of compensalion:-$6.1 27,802.00
3. Head office overhead & profir:-$l I.305,067.35
Total claim cost -$44.792-766.00

3. I)etermination of Extcnsior of Time Period

Page 5 of 33
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The extension of time granted vide KPC letter Ref: EN/PPJZgl4lZl I dated 8th February 2016

for extension of time up to 30th September 2016 was based on the contractor's self-assessmenl

for the remaining works subject to determination of time and cost by lhe Engineer pursuant to

the contract FIDIC Clause 44.2 &.44.3. This was a provisional mitigation measure considering

the fact that the Contractor did not avail detailed particulars to enable final determination on

extension of time and the project progress would have been put to risk of stalling with the end

ofthe project allowable life span.

,1. Rcvier on the Cost Element of the Extcnsion of Time Claim No.l

On continued reminder on the requests for the contractor Io submit detailed particulars by the

Engineers representative on several occasions as detailed in Table I above, the contractor vide
letter Ref: ZIC-KPC\0851\16\LR\AA dated l2'h August 2016 submitted additional detailed

particulars and also reviewed his costs upwards for notices ofcompensation as below:-

4,1 Prolongation costs of Com pensation

Tablc 2: Contractor claim No.l cost break dou'n for prolongation.

hem Description Cost in USt)
I Site

Management

2.524.500.00 Based on 8 months (10'1' Feb 2016 to 30'h

September 2016) and hourly rates of office staff in

USD

2 Pipeline Works 6.718.090.00 Based on manpower and plant & machinery cosl

( l0'h February 201 6 to 30th May 20 l6).
l Civil works 3.870.470.00 Manpower. equipmenl and tools for the stations

using l0 hrs per day..1 Mechanical

work
9,5 79.075.00

) Elcctrical work 2.719.260.00

6 Instrument and

control work
838.018.00

7 NCA
Procurement

Delay

1 , il 0,484.00 Based on personnel on standby from I l'h August

2014 rill 6'h January 2015.

27J59,897.00

Page 6 of 33
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l(PS3,PSs.PS7) DD-LlNEl R-
DAT-002-l(PSl,PSl 1)And
associated sen ices

GCOO5 Provision of a nevv station
control system for PS l4 as per

Engineer representative letter
linel-0149 and not included in
the tender BOQ and associated
services.
We reiterate that the
cumulative impact on the cost
and the schedule ofthe project
shall be submifted to KPC in
the due course.

3r l9/2015 lncluded
5A below

tn The Engineer's Representative Refers to
letter no. ZIC-KPC 10472/15/LFyIB and
KPC letter refno. EN/PR/2gl4/l 19.

The Engineer in his instruction was

advised by ZIC& Emerson presentation

in which they were categorical on cost

e ffects.
Ilem has no eflecl on lime or cost

GCOO5 We reiterate that the
cumulative impact on lhe cost
and the schedule ofthe project
shall be submitted to KPC in
the due course.
Provision of a nerv station
control system for PSl4 as per

Engineer representative letter
linel-0049 and not included in
the lender BOQ and associated

services.

,1"20 |5 26:].597. t0 As above

Item hqs no eflecl on lime or cost
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GCO I2 SLECC's letter reference
sK(D)-LrNE r -ZrC-FX-0305
daled 6'h July 2015 stopped the
NDT Sukontractor who had

fullv mobilized to commence
*oik on 6'n July 20 t5.
ZIC had fully complied with all
the conditions specified by the
Engineer in the Subcontractor's
approval letter reference
EN/PR/29/4/035 dated 25th
November,20l4 thus;
SLECC s action is a major
disrupliqn to the execution of
the v/orks. Pursuant to FIDIC
Clause 6.3. the Engineer is

notified that the Subcontractor
has been placed on standby.
The event has a continuing
effects and the adverse impact
on costs and schedule shall be

computed on cessation and
submitted to KPC in due
course.

7 t8 t2015 2.28 8.00 The Engineer' Representative observes

thal despite the instruction lo comply
with design specificalion on 6'h June

2015 The Contractor didn't stop and he

conlinucd to do uorks without obeying
the Engineer's representative's
instruction. This is evident by the
(permit To Work) PTW and Contractor's
daily reporl ofthe same day.

T he En gineer's Represenlol ive
determinalion is lhal lhis ilem di.l nol
cont bule lo time or cosl delat,

Page 24 of 33

I



€€,o sz aSed

Jol a,u4 uo Dvdtu,
tou plp uat! s!tlt ttttlt s! uo!)Duluudtap

a].!!) t u dgJd)a s, t ar u r3 uJ a 4 I

'lunol,ue ultell Jrll
Uoddns ot lsor ur u,rlop lEalq e lruqns ol
.rollE.rluoJ aqI aSuErlJ aql f,q pauotse.to
pedur lsoJ elqpuoseal eulos sl etaql
leqI sl'ueJp a^rlDluesaJdau s.raaurSu3 aqI

Peut.eds aJa.r sa^lE^

lo4uoJ arnsseJd ad,t lerxe aql r{JlqM
ul 'ol urrlt solnurl4l sEurlaeui uorlulloErN
ol srcJaJ a.{}a}urssrdax s.r.aut3u3 arLL 94 909 t !i s r0z,s I r

uo Palnduior eq IlDrls.lnpsqtrs
puE slsoJ uo lJcdurl ssJe^pe

eqJ suotlEJUrJ.ds PuE
slacqs elsc Pasr.\eu eqlJo:)lz

ol eJuenssr lrc,1\B aJ,i'\ se ltue
iurnurluor e suq luJ^! erLf

'slJaqs elEP Jql ut
paUrrJds puE Suu.puot SutJnp

f11g oqt ur polonb se,rlen

lo.lluoJ alnss.rd od,i1 aloq
riu3 ol acuara.lard ur sa.,r1er1

IortuoJ oJnssald adXJ lurxV
arncoJd o1 S l0Z ',(lnI ,r,L'l

Patep zz l/i/6a/udrN3 Jtn.l
rad se uorlculsut s..tcauriuS I l0-).J

,lDPl' ts.rJ to aurll .rt,tltl!ttuo)
tt)u ptl, wat! s!qt lutlt s! utt!tau!ratdtap

at! D B a $aldnv s, ra,, u t 3 u I a q I '(ep arues aqtJo uodar {pup
s.Jotre{uoJ pue A\fd (IroA\ oI lrLurad)
Jql ,{q luapr^a sr slrll uorlf,rulsur
s.aaryuluaserd:L s.!aaurBu-J aql
3ur,(aqo tnoqlr,n suo^r op ot panurluotr
eq puE dols l.uprp rolJErluo] ar{t 9l0Z
aunf qrg uo uollBJUrJads uirsap q1r,t
,{gdruoc o1 uorlJnrlsur eql a}tdsap lrql
saAJasqo arrleluesa:drX s.raaurBu3 aq1 9 r0u,8 L

anp ur Jd) ot P)ll!urqns
pus uorlessJr uo p.lnduroc

3q llEqs alnPaqJS PUE slsoJ uo

lledur esla,\pe Jql pup llcf],
Surnurluor u suq guaaa aq1

',{qpuuls uo paruld u:rcq c,req

luarudrnba pue lauuosrad rno
'snql 'slJo^r aql Io uorlnf,axa

aqt ot uolldtusrp Jol'€ru
e sl uorlJlulsut piSualJ-loJ

Jtll lgql PaUllou iqataq sr

.racur3ug aql'g 9 esnPlJ JICI:l
ol luEnslnd uorlrnpo:d pla;r.r

peddols a,rcq o,n S l0Z ,(lnf qr/
uo lru!3d lro,/1l anssr ol lesnJe.t

rno,( pue E 191 ,(1n1 ,,9 palep

90to-x:l-llZ- I :lNl'I-((l ))s
aJuJiaJar rauel s,JJals

ut paurEluof, uorlrn{sur
3ql qlr^r oJUP!ldruof, ul i 10.)9

I

I

I

I

I

I
I

I

I

I

I

I

I

I

I

i

I
I

l

I

I

I

00 0ii'01 |



o
IDrl

E

clll
E.=

so:r
!!
.:.s

a.:
SEc(*

ris

!ts
liJ .=

.s i.: E;
I gE\
s=.<:* -e.= iIE;EvE E{E3q!
r S E.I
s; El
3--68
i-3 b tsi;EE
S:Eri

E.g:5n g ESEE;r*.i Es E

E F;E; f,iI i; EI Ei;;
i::; :; i i;;: , t H; ;
E g E r HE! g+ rg- E E: !
aEiig**EH*iiPsiE-auE-t*'sEEEi EEAz2
.!.s E+,j E i Eq ii.z ;; il- E

l: A$IEilg; AS*EE;i

0 e 9E €.3.E;
i=ei,Ei:€l;oX7 d ! i o-o c

r= fs HEg i
E.-f,?99.qg
EEE=.bF.E-EH;9:EEEB: E!E 3 91
- ":E eE€ -';!bEll,=3
o -ra:YEt
E,i=5i:;:Lr.l-coE-oo'-l-E:i-
^.---iig!0.,: E= >.5 E E E

t--
a.t
r-

a

E.;
ad
Eo;
c!

U)Z

beg
E 9,4 9?

= €sE,' E3!
or cr5 .:i-E E= Ifr lr4El E-E.i
Er*; it s x*E r
=! -: U ue F fE; A

EtEC 3";s gEE:
I$iHEt'egIIgtL-V,!/,Ah.l:alQF--)Z

e ck
-v, 6 : !F

i:=q aO or -^!-9:o.E€ E',ep
' q EP o E i -Ei+iE:Et'
9 en 5€.cIA
E:E;=:=!-at € E E ,tP E U
EsrgaB"Et
E.E E-E EE PE
CrJ o o o= O-O-O

U =U
L)



.:\
!r\Z,

&s
.14.:\:

E.r

t.E!
!, .3 :
€ s.i
EI:
I i.e
S.s irst
i< -

L" .a :

: ::i: E!
Se 5.s
Sesii 3 u!
t o.9!

i.E9cE
**; P E $

.rgEgii:Hct
,i; 3.s E

o
l\

-9

!E>
uoE

.o;ta

rE9:PPE9?
> - = ==5 

Cr 3b;3.E''- " e;:
2ay= -.=!\)6 ii }Eb;f e
9.9 !t o o-E )^,O

- =.lo-
=E 

d'. Y A o

uI.sI=o;:.E
F + i E EE ,< z*r+ u i'y45.gE:;E 

P E:Fi
;3=9 r= E= 

=!uEY a--:-€ u< - b F,EdPziYEiEi;:

u1 = cLh aL- u r)o Lv c'. E >Ea (,'= a =- =-ica-n-d
2:.rcruc?
=..0r:DqoygE.!3;tXf,':'i.=pEu96.E
H o blr'- *- ,qr u ,
areE.='oEL>Le
+o+F 6I9.E !J;?i;f;=rrl
pu-;!Eg=E
coqr: -: -=LY* H s:E s,q e 6:

v,-J-Y,Uaio ! c (E,c !?You :1

9: E- t -a i,s - a)

c * 
^ G o:9/u;t:.c'!n

-o h H=Ui
6E: u 6 -
t-ou.=qe

;9-E,q-E E

; u .'o - Y Z
Lrl E li (B u
v=c-riZd

=.t

Eliaz't€
E f.= a::- =-_c<; 'E ; Ec_a-=
i'-a.- E t G-e ;;.' E ":.s:.9=co=!-=-.=a a .= "; ;- .Z *,.-_ n6 3 '-!; { E E E 

=s 9tr o - a 6 Ec:jF E c 6 U q a =+i;-E - u ^.y;,.a ch'9azz=tic- a'= ; -= = u = -..!., E=x.=n, y
HERE=&EeEg

!oor.9 .2;- -.= ra

-, o q'o \-r 4- o

=99nEEia
E E E.= +'I}.=
E s; Ei&il'q
o E 9= e - hd:- - .: ..? Lt bol: ,-9 = E i E.= = E

;;.EE:ei,:8n;i z.e€s;o

ln:z o E - q.r
'E;: _ _:; e+oa- Z7 ::'i E;,ilj-j
!E E,E 9;:,ET3oE!=t=*tZx
\--a=a==--6,

-ts P = 
,! y, ;;,> Z=

E*e!2!>4e2Ee-'E=.!,X;*-"
P..Ea eE:!-,; E 3*+i=t:i.::#
u .it! l, o:j oll o

(j o

I
I

I

l

I
I

t-
l.r
lR
lo'

l=io
a!
a-
ar

I

l
)



GCOzO Supply and installation of
PS l4-6.6KV enclosed bus bar
which $as omitted in the BOQ
but was introduced by DD-
PS l4-DAT-EL-015 rev.l .ZIC
shall proceed to execute this
additional scope of work.

lt12i20t5 I5.993.00 The Engineer's Representative refers to
Rev 2 IFC documents where the 6.6 bus

bar was removed from the scope and the
Contractor was instructed to follow the

original BOQ design pursuant to FIDIC
clause 7.1.
The Engineer's Representative also

observes that the reference attached by the

contractor is erroneous and not for PS 14.

E n gi n ee r's Represe nlative delenflin sli.rn
is lhat lhe ilem hos no eflecl on lime or
cosl

GCO2 I Supply and installation in
PS9&PSl0, NEUTRAL poles

for the 3 phase/4wire in 4l5v
bus bars. refer to KPC letter
EN/PR/29l4/r70.
Transformers:

DD-PS9-DW.EL.OO I DD-
PS l0-DW-EL-00 t DD-PSg-
DAT-EI--005 rev.l DD-PS l0-
DAT-EL-005 rev.l The neutral
Poles were also conspicuously
omitted in the BOQ. ZIC shall
comply with lhe instruction in
the referenced letter to execute
lhe additional scope ofwork.

I I /2i20 t5 t3..168.00 The Engineer's Representative observes

that the item has some reasonable cosl
impac! The Contractor to submit the list
ofthe ilems and prices for consideration as

a varialion in accordance with the contract
FIDIC Clause 5l & 52.

GCO22 Provision of "Connecting
drawings (rvith transformer and
MV/LV switchgear) and
supPort structures for the
enclosed bus bar" refers to
slecc letter FX-0562. This
constitutes design works which
have not been provided for, as

specified in FIDIC clause 8.1

and therefore we consider them
as additional works for which
ZIC is entitled to additional

r r '5,20 r5 0 The Engineer's Representative advised
that the conlractor provides additional
vendor information 1o enable the
Engineer representative to design and

provide drawings for the conneclion and
support of transformer and MV/LV.
lnferred in the Contract FIDIC clause
7.1 and E.l.

E ngineet's Represenlalive dele rminolio n
is lhol lhe ilem hos no effecl on lime ond
cosl
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adjustment to the Contract
Price and delivery period.

Tolal cost 6.r2?.E02.00
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d.3 llead oflice overhcads and Profil

The evaluation by the Engineer's representative as above has not found an1 delal's

attributable to other parties olher than the contraclor. The evaluation has established some

varialion as a result of additional BOQ quantities and Alterations necessitated br the

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

itenrs are without time impact on the approved tender program and their cosls are being

evaluated b1' the engineer as variation pursuant lo FIDIC clause 5l with some inputs b1' the

contractor still pending to enable conclusive determination.

Therefore the request for Extension of time claim b)' the contraclor is u ithout merit and is

hereby rejected.

5. Conclusions

After review of'EOT No. I . we give our recommendations as follows:

l. Prolongation costs

There is no merit in this claim and is therefore rejected,

2. Notice of Compensation

No time award is given for this claim.

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

make a determination is USD 597,606.26. Refer to ANNEX I 5

3. Head office overheads and Profit

There is no merit in this claim and is therefore rejected.

4. Extension of lime

We have no objection to the Engineer's approval for the extension of time to end of
September 201 6 as per the contractor's self-assessment and at no cosr to KPC.
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ZAKHEM
AxslLx 6

ZAXHEM INTERNATIONAL CONSTRUCTION LTD.
I rv'lJnd !1e(r,a,'i(al Erl9rne€rr & (onr,a(to,j

Kenya Pipeline Company Lrrnrted
Nairobi Termrnal
Off Nanyuki Road
lndustrial Area
P. O. 8ox 734,12- 00200
t{AtRoBr

cc

Outering Road, Opp. G.S.LJ. H€adquarters
PO 8ox 41 196 - 00100 NAIROBI- KENYA
rel +25a 51 251312819. +254 20 85611 I 3
E.mail: zakhem@africaonline.co.ke

12b Jenuary.2016

our Re{: ZIC-KPC/0044/16lLlVM

Attn: Chief ltanager, Techflical

CONIRACT: LINE 1 PIPELINE REPLACEiIEiIT PROJECT
TENDER NO.: Su/QTl032N/-'t3

Dear Sir,

SUB: REQUEST FOR EXTENSIOi{ OF TIME TO GOtIPLETE PROJECT

We wish to reguest for extensior': of time with cost because it is no longer feasrble to complote the
project by th February 2016 for:'easons nol attributable to us. Pursuant to FIDIC Clause 44 we
r€quest for extension of time up to 3lsrSeptember 2016 to complete the poect.

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

1. Untimely declaration of 11h August 2014 as the projecl "Commencemenl Dat6" without
KPC fulfilling the,r prior contractual obligation of delivenng the Engin€oring design
Dackage (lFC).

2. Delays in grqpl;ng approval6 lo procurem€nt requasitions for long lead projeci equipment
and materials and

3. Oelays in grantrng ZIC access to the pro,€ct Site.

These have already b€en communicated to you at meetings and through various detailed
conespond€nces

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

YourB faithfully,
For ZAKHEM INTERNATIONAL CONSTRUCTION LIMITED.

4" z1 )
/il/-:+r--
ADNAN ANNoos

Attn: ISr. Xleno Yano
Shengli Engineers & Consulting Co
Limited/Kurrent Technologles Ltd
Block 3, Eagle Plains Housing Estate,
Off Mombasa Road, Behind Panari Hotel,
Nairobi, Kenya





CONTRACT FOR CONSULTANCY SERVICES FOR
LINE I PIPELINE REPLACEMENT PROJECT

BEl'WEEN

KENYA PIPELINE COMPANY LIMITED

AND

SHENGLI ENGINEERING & CONSULTING
COMPANY LIMITED

Page 7 oJ 37
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SECTION A: FORM OF AGREEMENT

THIS AGREEMENT, made the 1rx day of J-*-^"- 2012
between KENYA PIPELINE COMPANY LIMITED whose registered
office is Kenpipe Plaza, Sekondi Rd, off Nanyuki Rd, Industrial Area whose

address is P.O. Box 73442-00200 Nairobi (hereinafter called "the
Employer") of the one part.

AND

SHENGLI ENGINEERING & CONSULTING COMPANY LIMITED
whose registered office is at 49 Jinan Road, Dongying City, Shandong
Province, P.R. China (Hereinafter called "the Consultant") of the other part.

WTIEREAS THE Employer is desirous that the Consultant executes the
Provision of Consultancy Services for Line I Pipeline Replaccmcnt Project
(hereinafter called "the services") and the Employer has accepted thc tender
submitted by the Consultant for the execution and completion of such

services for the Contract Price of USD.I1,976,615.00 (Eleven Million nine
hundred and seventy six thousand six hundred and fifteen) inclusive of all
applicable taxes.

n-OW THIS AGREEI\{ENT WITNESSETH as folloq's:

In this Agreement, words and expressions shall have the same

meanings as are respectively assigned to them in the Conditions of
Contract hereinafter referred to.

The following documents shall be deemed to form and shall be read

and construed as part of this Agreement i.e.
2

l.
ii.
iii.
iv.

vi.

vii.
viii.

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

k
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lx.
x

xt.

xl l.

Services and facilities provided by thc client.
Joint Venture Agreement between lWs Shengli Engineering &
Consulting Company Limited and M/s Kurrent Technologies Limited.
The tender document (RFP) together with all the clarifications and
addenda issued during the tendering period.
The technical proposal as submitted by lWs Shengli Engineering &
Consulting Company Limited and M/s Kurrent Technologies Limited.

That the bid amount ol$11,984,503.00 indicated on the form of
tender, contained an arithmetic error originating from the price
schedules( activitics 2,4, & 7), resulting in thc adjustment by the
Employer to the correct amount of $I1,976,6I5.00.

That the Consultant has confirmed and accepted the correction.

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

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

This agreement together with the documents listed under Clause 2

above shall fonn the entire agreement of the parties. It may not be

changed by oral agreement but only in writing, signed by both parties.

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

SEALED witb the COMMON SEAL of
KENYA PIPELINE COMPANY LIMITED
in the presence of:

MANAGING DIRECTOR

4

5

6

7

)
)
)
)
)
)
)
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CHIEF ]\IANAGER (F & S)

CHIEF MANAGER (TECHNICAL)

PROCI.JREM ENT MANAC ER

Witnessed by:

COMPANY SECRETARY

SEALED u'ith the COMMON SEAL of
SHENGLI ENGINEERING &
CONSULTING COMPANY LIMITED

in the presence of:

VICE PRESIDENT
Mr. Sun Xiaochun

Witnessed bv:

DIRECTOR/COMPANY SECRETARY

)
)
)

)
)
)
)
)
)
)
)
)

)

)

)

)

)
)
)
)
)
)

)
x

)
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Kf i!)'A P; F'Ei-l NE CCtulPANV LIM,THD

Menaging ,. ector,
Sncngll E.gineering & Consulting Co. Ltc

/(rrrre.lf -:chnclo!'es Ltd
49 linar iJad, Dong Yirlg C:ty, ShanSonq Frov nce

C;-lt:,1.1.

Dear SiI

\{! refer '.:u to yojr tender fcr tie above.

Fo;lowinc
yc.r lravc :

(Elever i

ircltrsive:

leC e,/dlurtion of $e tenders receircd. :,rC is p eased tD advEe yc'l thJt
awarded the teMer For rJle abs/e at a cf,:rtract slm of USD.f l,976,a:5 00

Nrre Hundred and S€verty 5x thousand Srx l'iundred a'rd Fifteen clly) -

Kndtv si6, your dcceptalrrf of th€ aword by signirE tha dupliiate 3f this lctt?: affl
return tc: unders:g,red rv,thrn 7 days; 21" t'liy 2012.

Yo s fal*'uily,

T , conira:t do€Jn'gDts are currefltly under preparation anci \Nill b€ signec after er'.iry of

U'e s[at,;::ry 1/r deYs noifiGtion E]eriod effectrve from the date of ihb leiler. : r trn
rredntime pleose rrake arangemenE to p.ovrcje us with a 2erfcr:lallce 3c I cf
US).i,19:66f.00 (being loo/c of the Contract SJrn) prior to contrafi sgn'ig.

I

/'1 ^yt

. : :: -:: l-:

\I,,.





ANNEX 8

KENYA PIPELINE COMPANY LTD

TNVEST,MENJT,E:@M-M-Nj[TWW,

KPC

LINE 1 PIPELINE REPLACEMENT P,ROJECT

2,6,,t:r,t, S1 6ylfi AB,y Z0 \ T/
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1

I

Tlis brief is in rcspo;r-"e lo letter ref. no. NA/DC{;iPIC/2O17'/OO6 dated. 18th

January 2017 -from tlrc Clerk o! the National Asscntbly requestinq for the status
report of Line 1 Hpeline Replacernent.

PROJECT DATA
Consultancy
Consultant : Shengli Engineering & Consulting Co.Ltd/

I(urrent Technolc,gies
: USD.7, 706,946.Oa Inclusive of VAT
: Kshs 351,595,2AC.44 Inclusive of VAT
: 7,n June 2012
: USD. 5,857,279.02 inclusive of VAT
: Kshs 267,212,473.44 Inclusive bf VAT
: 76%o

Contract Amount

L.2

I

Commencement date
Pavments certihed to Date

Construction
Contractor
Contract Amount
Original contract duration
Commencement date
Completion date
New completion date
Overall Progress
Time elapsed

Paymcnts to date
(Gross amount incl. VAT)

Payments in progress

'. Zakhem International Construction Ltd
: USD 484,502,886.40 Incl. VAT
: 18 months
: 1 lth August 20 14

: 9tn February 2O 16

: 28th Aprll 2Ol7
z 77.721o/o as at 2Os December 2016
: l0O% (as at 09 /42 /2016l
: 155.6% (as at 20 / 72 /2016)

:LC 1- USD 121,018,858.99
: LC 2 - USD 49,494,766.61
: Outsidc LC - USD i65,106,176.86
: Total IJSD 335,623,aO2.46
'. 69.27"/"

Page 2 of 5

: PC No. 18A received on 23,d December 2016
for USD 13,191,202.45 representing work
done between 21"r October 2016 and 20th

November 2O 16.
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'2.C :::i.i).IEC'f |JTIITUS

2.L

Pr+;ress highlights on m::irrihc drr() t'.)ur,ll s(ation qonstruction as at 26rh
Janrrary 2Ol7 arc as follor'.'s:
Malnlfue Constructiou

I+-! -- Activity
Description

As at 2rj,h
2077

January Remarks

Quantity
done

Delivery of pipes 4s3.17 
|

I O0.O0 No issue
i 00.00 N"o issuc
100.00 I No issuc
99.50 . Manual Welding between PS 14

and PS1 in progress.
. Contractor has tie-in teams

spread along the pipeline at KM
3321 331 , 421 , 406, 3 13 and 348

.Re teams are at KM 3 l5
99.50
99.13 This acti\rity is no longer a bottleneck

In rcss at KM 335 336
94.67 Trenching works outstanding betrveer)

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

Pcrcentage
complctcri

l

I

1t

elding 450.93

6
450.93
449.25

147.177 Trench
Excavation

9

I Pipc lowering

10 Trcnch
backhlling

98. 19 Ongoing between KM 441 & 412,329
& 330 and between KM 0.084 & L2.98. l9

97 .974.004,',|

---t

HDD Crossings
(3 No.)

2 67 .OO Ongoing at Nairobi Road
Syokimau. FOC casing done and
pulled back. Mainline pipe oull
back in progress.

NDT of Welds
Joint Coating

FOC Conduit

445.00

445.00

t2 Auger
Crossings
(60 No.)

Hydrotest

t4 FOC Cable
llnstallation

15

rcBo 47 78.33 . 31 No. Completed with Tie-in
o l6 No. Completed without tie-in.
. 13 pending (2 No. ongoing at KM

448 and KM 4471
. Preparation works at KM 16O for 

i

section betwecn PS3 (KM109) and !

3 0

I

0

PS4 (KM172.45)
0.o08 Commenced on O

PS2 towards PS3.
91h January 2017 at

Construction of 9 Valve chambers
completed out of 28 No.
Construction in progress at Km
208.3 i406l 42e 143O.

() 32. t4

I

L I
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Valve and Pig
Signaler
Chambers

') ROW Clearance

3 I Pipe Stringing 453.17

No outstanding issues.

l

I
I

l
L-

J





-') a
).)1

a.

t tion \ltorl(t:
Goneral: ..:

At PSl. PS3, PSS r.nri PSI' ii';e cqj:;:rnent foundations are readl' to receivc
equipment,/ procccs i:r.;.;es. lllr ,:.1.::r icai works arc yet to corungnce rlue to delay
in dehvery of fittings lbl slitrc:r pi;:es.

b. The control roori bui-Cings a. i)S1, PS3 and PS5 arc approxim ately 75oh complete
a-nd 6O?b conplete at FS7. Tht: Cortra.tor pro-iects to complete tho PSI , PS3 and
PSS buildings b1,end.rf Fcbr.1"1qr; .lrll7 and PS7 at the cnd oI March 2017.

r:. At PS9, the works i -e c'urrent,iy at a-pprodnately '/O%o conplete. Orrgoing works
are:

Process Area: Plastt'r uolks fil tire lire dyke wall and backfilling of frlter
fr-rurrdation ground tc <i.-'sig:i levels.
Process area: painting of biturninous on dump tank outer water walls.
OWS: stecl work ard fbrrnwtxk for the valve rvells.
Control burlding extensicrr: plaster works on control building tool ar:d
walls.
Fire pump shelter: welding of steel structures for the shelter.
Fire fighting pipe supports foundations: Blinding, steel work and formwork
for fire fighting foundations.

d. At PS 14, the following works ai'e ongoing:
-> Formwork and scallolding for the pump shelter walls.
> Excavaton for the proccss arca foundations.
F I.'ormwork and scalTclding for the Switchgear building columns.
i Steel fixing and formu ork lbr rhe nain drain.
> Steel flxing ancl {crmrvork for the nrain transformer.
! Excavation for thc OWS.
> PS14 Tank tie-ins, - Four tanks 14-TK-60I, 14-TK-503, 14-TI(-5O2 altd

|4-TK-2O2 have been co:npleted. l4-TK-3O1 availed to the contractor on
2Ol}r January 2Ol7 .

Progress at PSl0 has improved. Ongoing works are:
i Switchgear Roor.,r: Foirnlork to :receive roof slab and Casting cable trench

columns.
i. Fire Water Purnp Sheltcr: ^iackfrlling the fire water pump shelter.
i OIVS: Steel work, forl:.,vurl< arrd casting concrete for va.lve chamber plus

roof slab shuttering.
i Process Area: Backfilling and.co:npaction around columns and sleepel's,

Ce.sting platforrn bases an..l Cuttilrg .rnd bending platform steel.
)> Formwork, steet vork, anci concretc to recerve hre protectic,n foundation

bases.
.i Leyillg ioundatior; r ein[.,r c+t:: cnl and assembling foundation formwork.

/

/

'/
,

C
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3.O AREAS OF CPJTICAL CONCERN AFFECTING PROGRESS
a. Low uptake of frrnds by the Contractor due to numerous discrepancies in

docurnentation for both payments through LC and outside LC.

b Delaycd dclivery of already manufactured equipnrent.
c. Apparcnt reduced equipment and workforce in all the sites.
d. Apparent go slow by th.e IIDD personnel at Nairobi Road Crossing.

4.O E:XTENSION OF TIME & CI,AIMS
D Extcnsion of Time clement alone was granted to the Contractor up to 28tr. April

20 l7 penciing determination of costs and damages.
) The Project Consultants evaluated tJ.e claims for EOT I and EOT 2 in Septembcr

2016 and made a presentation to the Engineer for determination. 'lhese are under
review ard shali be presented to Managemcnt for consideration.

> KPC projects tearrr in the process of preparing counter claims for delays
attributed to the Contractor.

5.O INVITATION TO TIIE IIUBI,IC INVESTMENTS COMMITTEE
The PIC is invlted to ,rote the contents of this paper on Line I Pipeline
Replacement Project.

i

I
PaBe 5 oi 5

' . , Caiiiulg, iirr-' Fr{)tection sysiL'ft- lUilnial io:i bases and formwork. to recei."'c

. fir: iJrotc(-tror1 fo'-':rCatic:n cor.,: m:ts; c,)nrintlc.
z Srirge tanli3: Il,iarl.:ing tr:rd clrlling thri lropes arrd ir4aking hole to receive

cl' a:11 l.'inc
f. ilPC Substatiorr: - .\li forriidations conrpleteC waring f<rr equipment installation

r.r'ork.
g. Kenya Power Substations .- Installation of structures started at PS1, PS3, PS5

and PS7, KP Control buiirlings art'at 9595 cLrmplcuon, perimeter walls xe at 9Oo/o '

cornpletiorr at PS3 and PSs, 409b at PS7 and yr;t to start at PS1.
h. Roads. chain link ferrcing and drairrages - these have Just commenced at PS10,

PSl, PS3, PSS arrd PS7.

i. in all the stati;,ns, Electrical, I&C and irire Fighting insta.llation works are yet to
commence due to delayed delivery of key equipment.

j lvlecira:iicai rvorks: the contractor has commenced insta.llation of mainline pumps
in all ttre s-'({ir)r1s.
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MINUTES OF THE 29TH SITTING OF THE PUBLIC INVESTMENTS COMAAITTEE HELD ON

THURSDAY, 6t' MAy 2017 lN FAHART HALL, wHtrEsANDs HorEL, MoMBAsA AT 9.30
A.M.

PRESENT

1. Hon. Adan Wehtiye Keynan, CBS, MP

2. Hon. Franktin Mithika Linturi, MP

3. Hon. Etias Bare Shitt, MP

4. Hon. John Otago Atuoch, MP

5. Hon. Dorcas Kedogo, MP

6. Hon. Beatrice Nkatha Nyaga, HSC, MP

7. Hon. Cornelty Serem, MP

8. Hon. (Eng.)Stephen Ngare, MP

9. Hon. lrungu Kang'ata, MP

10. Hon. Korei Ole Lemein, MP

11. Hon. John Ogutu Omondi, MP
'12.Hon. Mary Salty Keraa, MP

13.Hon. Onesmus Muthomi Njuki, MP

Chairperson

APOLOGIES

14. Hon. Anthony lchung'wah Kimani, MP

15. Hon. Francis Mwanzia Nyenze, EGH, MP

16.Hon. Dr. Oburu Oginga, MGH, MP

17.Hon. (CPA) Thomas Ludindi Mwadeghu, CBS, MP
'18. Hon. Adan Mohammed Nooru, MP

19. Hon. (Eng). John Kiragu, MP

20. Hon. Wafuta Wamunyinyi, MP

21.Hon. (Dr.) Paut Nyongesa Otuoma, EGH, MP

22.Hon. Sammy Sitas Komen Mwaita, MP

23. Hon. Abdullswamad Sheriff Nassir, MP

24.Hon. (Dr.)Chrisanthus Wamatwa Wakhungu, CBS, MP

25. Hon. Bernard Munywoki Kitungi, MP

26. Hon. John Muchiri Nyaga, HSC, MP

27.Hon. Johana Kipyegon Ngeno, MP

Vice Chairperson

>i

t

t
,

,

IN ATTENDANCE
NATIONAL ASSEMBLY SECRETARIAT
1. Mr. Nichotas Emejen
2. Ms. Susan Maritim
3. Mr. Phitip Lekarkar
4. Mr. Mohamed Boru

5. Mr. Nimrod Ochieng

Principal Cterk Assistant I

Cterk Assistant I

Cterk Assistant lll
C[erk Assistant lll
Audio Officer

0'

t

',



OFFICE OF THE AUDITOR.GENERAL
Mr. Josiah Oyuko - Manager, Audit

INSPECTORATE OF STATE CORPORATIONS

Mr. Gerald Mwangi - lnspector

MIN/P!C/37O/2O17: PRELIMINARIES

The Chair catted the meeting to order at thirty minutes past nine o'clock after a word
of prayer.

MlNlPlCl371l2O17: CONFIRMATION OF MINUTES

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

MIN,/PIC/372/2O16i ADOPTION OF SPECIAL REPORT ON THE PUBLIC

INVESTMENTS COMMITTEE TOUR OF THE KENYA

P|PEL|NE COMPANY L|NE 1 (CAPAC|TY

ENHANCEMENT) PROJECT: MOMBASA - NAIROBI

PIPELINE UNDERTAKEN BETWEEN zND . 3RD

FEBRUARY, 2017
The Committee considered and unanimousty adopted the Special Report on the Public
lnvestments Committee Tour of the Kenya Pipetine Company Line '1 (Capacity

Enhancement) Project: Mombasa - Nairobi Pipetine undertaken between 2nd - 3rd

February, 2017, having been proposed by Hon. Hon. Mary Satty Keraa, MP and seconded
by Hon. Hon. Dorcas Kedogo, MP

MlN./PlC/372/2016i ADOPTION OF REPORT ON THE PETITION BY

RESIDENTS OF TURKANA COUNTY REGARDING

ALLEGED FINANCIAL IMPROPRIETY BY ENG. DANIEL

BARAZA, FORMER GENERAL MANAGER OF THE

NATIONAL IRRIGATION BOARD

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

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

Baraza, former General Manager of the National lrrigation Board been proposed by Hon.
(Eng.)Stephen Ngare, MP and seconded by Hon. Cornetty Serem, MP.

Under Findings/ Observations

. Rephrase Observation (vii) for clarity;

. On Observation (xi), write PPRA in fut[.

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

in which they were members, are mentioned;

I

I

a

I

I

I
,
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MlN./PlC/37312016: ADOPTTON OF SPEC|AL REPORT ON THE
PROCUREMENT AND FINANCING OF THE TOURISM
FUND'S RONALD NGALA UTALII COLLEGE IN KILIFI
COUNTY

The committee considered and unanimousty adopted the speciat Report on the
Procurement and Financing of the Tourism Fund's Ronatd Ngata Utatii cottege in Kitifi
county, having been proposed by Hon. Beatrice Nyagah, Mp and seconded by Hon. Mary
Satty Keraa, MP.

MlN./Plc/374/2016: ADopIoN oF puBLtc |NVESTMENTS coM/r4trrEE
wtNDtNG-Up REPORT (MAy 2013 TO JUNE 2017)

The Committee considered and unanimousty adopted the Pubtic lnvestments Committee
winding-Up Report (May 2013 to June zo17l, having been proposed by Hon. omondi
Ogutu, MP and seconded by Hon. Cornetty Serem, Mp.

MIN/PlCl375l2O16i ANy OTHER BUSINESS

No other business arose.

MIN/PIC/37612O16: ADJOURNMENT

There being no other business, the meeting was adjourned at 6:10 pm. The next

meeting will be hetd on Friday, 5th May 2017 at 2.30 p.m.
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Signed Date./il z"r
Hon. Adan Wehliye Keynan, CBS, Mp

(Chairman )
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