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1 EXECU SUMAAARYt,r],

1

lNTRODUCTION
l

1 The Au
(KEBS)

dhtor-General conducted a special audit at Kenya Bureau of Standards
iwlth focus on the procurement of pre-Export Verification of

Conformity
Equipment

(PVOC) to Standards Services - For used MotorlehicGi Mo
and Used spare Parts by KEBS - Tender Number: KEBs/Tol gtzo17-

2020. A second phase of the special audit has been scheduled to review the
Pre-Expdrt V
General Good

erification of conformity (pvoc) to standards services For
s in the financial year 2019|ZOZO.

1 .2 The foll{wing Terms of References to guide the special audit:

1.3

' ldentify factor(s) that triggered the need for the procurement of pre-
Verification of Conformity (PVOC) Services - For used Motor Vehicles,
Mobiile Equipment and Used Spare parts;

. Review the procurement process in line with ppAD, Act zols and
Regqlations of 2006 and reference to the Regulations of zolg;

' ldentification of any suspicious, forged or misrepresentation on the
documents used in the tendering and procurement process by any of the
biddlng companies;

' Review the appeals filed by bidding company(s) at the Procurement
Admlnistration Review Board, Court or Tribunals and the justifications
and eventual ruling;

' Revibw due diligence and internal audit reports by KEBS to assess the
level of performance of current and past bidders;

. Asceltain the terms of the contract and the actual existence of the
servlces as specified in the contracts;

. Estabtish current performance of the service provider and total amounts
paidrin relation to service provided; and

. tdentify and report on any irregularities and culpabilities on the above
processes.

This spdcial audit also served as a follow-up on the previous tender and
speclal audit report of May 2016 and incorporates stakeholders and
parliam{ntary interests on the recent happenings at KEBS, which is already in
the public domain.

o

o
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SUMMARY OF FIND]NGS AND CONCLUS]ON

1.4 KEBS in its PVOC program under the KS 1515:2000 standard codes clearly
stiputated guidance on inspection of Used Motor Vehicle, Mobile Equipment
and Used Spare Parts, and the respective fees chargeable for the inspection.
KEBS powers to appoint an agent (s) are also stipulated within Section 4 of
the Legat Notice No. 78 dated 15th July 2005, and the Standards Act. Cap 496

to conduct conformity assessments on its behalf under a contractual
arrangement.

1.5 So far since the inception of PVOC program, four out of the five contracts in
the program under the KS 1515:2000 were performed by one Service
Provider. For the only cycle where three Service Providers were awarded a

contract (2012 to 2015), one of the service provider was actually terminated.
The provider, M/s. JEVIC was accused of permitting radioactive contaminated
and overage vehicles against the regulations. KEBS subsequently terminated
its contract with JEVIC on 21't July, 2014, six (6) months before the end of
the contract period. This therefore raises significant doubts as to whether
KEBS can achieve Conformity to Standards under a multiple contract regime.

1.6 The reviews were also guided by the common practices of doing business in
certain jurisdictions. Like Japan, which contributes nearly 95 per cent of
used motor vehicle the expectation is that; inspection service agents lease

land, then buy and install an inspection facility/equipment on the leased

land, or lease an inspection facility from its owner and operate it with ones'
own staff within, ones' own approved procedures, or sub-contract a facility
and the staff from another service provider/agent and pay convenience fee
for such services.

1.7 KEBS tender processing committee procedurally recommended the award of
lnternational Tender No. KEBS/T01912017-2020 for provision of Pre-Export
Verification of Conformity (PVOC) to Standard services: Used Motor Vehicles,
Mobile equipment and Used Spare Parts to lvt/s. Quality lnspections Services
lnc. Japan (QISJ) who were the highest bidder having attained a combined
score of 94 marks out of 100 marks. In the ruling by the Public Procurement
Administrative Review Board (PPARB) following an application for a request
for review by one of the bidders to the board, lvt/s. Auto Terminal Japan
(ATJ) Ltd was noted not to comply with several requirements of the tender
document and consequently dismissed, and KEBS fairly advised to proceed
with the procurement process to its logical conclusion.
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1.8 A due diligence surveillance audit report by KEBs, report dated 20th
2019 highlighted that lvt/s. ersJ had demonstrated its capacity to

n the current contract as it had delivered on its past contracts with
virtue of having the physical and technological infrastructure

to satisfactorily perform services required under this tender, and
capacity and competency of staff to satisfactorily perform services
under the tender. Further, there had not been any recorded
levelled against QlsJ in the past two contracts by the contractor

process, procedures followed and documentation by the
entity and the bidders (M/s. euality lnspection services lnc. Japan
. EAA company Limited and lvl/s. Auto Terminal Japan (ATJ) Ltd),
er for Pre-Export verification. The audit reported if any of the

nies provided any fraudulent and misleading information which
Section 41 (1) (h) of the Public procurement and Disposals Act,

in such events recommend that it would be appropriate for
institutions to initiate debarment proceedings against such

, where irregularities are identified during tendering process, and

fulty the approach to, and findings. The report has reported on
nderstood, with the aim of informing public lnvestment committee
deliberations and decision making, cognizant of any limitations

of Findings on M/s. Auto Terminal Japan (ATJ)

Terminal Japan (ATJ) filed a request for a review against the
of KEBS in the Tender No: KEBs/To1gtzol7-zozo at the public
rent Administrative Review Board (ppRAB) on 1l January 201g. M/s.
also filed a petition before PPRAB for the decision of award for
umber KEBS/T05712015 on 22 December 2014. These were two

1.9 Without prejudice to any limitation, the special audit reviewed the entire

F

deliver
KEBS

requi
the righ
requi
complai
KEBS.

p

procuri
(QrsJ),
of the
bidding
cont
2015,
re
bidde

a

comprel
facts as

on thei
raised.

o

eventua ly report if the services procured is actualty being delivered as per
the of the cont,ract.

report1.10 The I audit has four sections; the executive summary,
int ons and the detailed approach, the detailed findings and the

. The report should therefore be read in its entirety in order to

a
Sumrha

1.11 tfuls.

decision
Proc
ATJ
Tender
consec ve appeals that were rejected. ln reviewing the technical proposal
for the current tender, there were significant issues noted which are

a
a 9

o

sum as below:
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1.12Mr. Mamoru Fujie was identified as the sole Director in the confidentiat

business questionnaire without disclosure of (i) Mr. Tetsuro Shirahama who

was listed as the owner of the company with 100 percent shares, (ii) other

directors for other regions including; Dr. lsaac Katua, Mr. Wilson Mutabazi

and Mr. Nithut Lakshmanan. This was noted to be a serious offence if a bidder

provided false information on the confidential business questionnaire.

Therefore, M/s. ATJ should have been subjected to the proceedings having

committed the offence of not providing accurate or conflicting information

on the confidentia[ business questionnaire.

1.13M/s. ATJ listed capacity of sixteen (16) inspection lines stationed in twelve
(12) inspection centers. The special audit sampled; Tokyo-Bay Main Office in

Kisarazu, Tokai and Nagoya Branch Office. The Tokyo-Bay Main Office based

in Kisarazu had been leased through an agreement with Kisarazu

Comprehensive Hole Sale Commerce Housing Complex Cooperative

Association for the purpose to provide inspections services using its

inspection facilities for Roadworthiness lnspection for export of used motor

vehicles. This contradicted the information provided in the technical
proposal that the facility actually betonged to lvt/s. ATJ as the agreement

mentioned the facility and equipment was futly leased from Kisarazu

Comprehensive Hole Sale Commerce Housing Complex Cooperative
Association. Further analysis revealed a simitar arrangement with Kobe City

Government agreement signed on 1 August 2011 where the facility was also

leased by lrt/s. ATJ.

1 .14 The ATJ Tokai Office was on a large parcel of land with other on-going

logistics operations including clearing and forwarding agents. With this parcel

of land being owned by lvt/s. ATJ, it cast doubt on their involvement with only
Road Worthiness Inspection of used motor vehicles for export. Further
scrutiny showed that they attachment evidence of purchase of a parcel of
land approximately 20,000 square meters at JPY555,000,000 (USDSMiltion),

which was not ordinary for an inspection service company. A visit to the
Nagoya inspection facility also revealed no activity and a dilapidated
structure that had seemingly been idle with no staff presence. While these
had been noted to be an owned inspection center, the facility did not exhibit
a state-of-the-art testing equipment as alleged in the technical proposal of
the tenderer. With the level of ditapidation, it was difficutt to identify the
serial numbers of the equipment or confirm if the testing equipment had

been calibrated.

a
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1.15 irlls. A had separate lease agreements with lvt/s. Flash rise co, LTD, lvl/s.
Nagase lnc, M/s. Daiei Jidousya Kogyo co Ltd, lui/s. Hotta Auto Aichi co,
Ltd,
FWT

lvl/s.

had
and

Flash
units

. Gulliver lnternational co, Ltd. lrtls. Kojima corporation and lvt/s.
stics co, Ltd which provided that every 10th date of the month an

invoice ld be raised to M/s. ATJ by all these entities to confirm activity.
H there was no documentary evidence or invoices raised by theset

samp companies to lvt/s. ATJ to validate the authenticity of the leases and
activity at the leased locations. This misrepresented trl/s. ATJ, s

technl I proposal to be undertaking 1,500 and 1,3g0 monthly inspections in
owned partner facility respectively. Also, it was not possible or even

to have a consistent number of inspection of motor vehicles on all
centers per the aforementioned.

1.16 ln one rsion M/s. ATJ had indicated to have leased 2 inspection llnes from
rise co, LTD, the special audit however confirmed that the site

inspection lines; one of the lines belonged to [{/s. Flash Rlse Ltd.,
other Line belonged another service provider, to rlA/s. elSJ, who

were lly undertaking inspections during the time of field visit. This
cast doubt on the authenticity of the technical proposal by M/s.

ATJ misrepresenting to have leased two inspection facilities from M/s.

a 1.17 Ws.
Mi
that

o

1 .18 lvt/s.

details
di

co

the 'editation statements by tvi/s. ATJ confirmed being a reciplent of the
accreditation which gave the company the added benefit andType

of being able to provide diagnostic services onslte. These
the sworn statements, dated 7 December zo1l, which were also

stating that the company was not conflicted. This was therefore
against tender requirement where bidders were not expected to be in a

of interest, for this case providing diagnostic services including
repair

Ltd and indicating to be undertaking inspection of up to 1,3g0
line.

attached a translated version of its license issued by the Japan,s
of Land, lnfrastructure, Transport and rourism (MILTT) whlch stated
- ATJ was in the business of maintaining motor vehicles. Addltionally,

noted in the attached audited accounts for the past three years
lating to sales from domestic and export business. The company also
had consumption tax receivable, often attributable to companies

a

o

o

in export business. The statements also disclosed accounts payable
and to companies like lvt/s. Japan Forwarding Agency Ltd. Where
the re nships could not be clearly explained by lvi/s. ATJ management.

o

11
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1 .19 On search of company details in Japan for M/s. Japan Forwarding Agency Ltd,

it was noted that Mr. Mamoru Fujie, CEO of ATJ Ltd was a director of Japan

Forwarding Agency Ltd for the period from September 2013 to February

ZO15 which was a clear conflict of interest and this information was not

disclosed to KEBS while rtrt/s. ATJ was a service provider for the third cycle of

contract between 2012 - 2015. This questions the ethos of the bidder to
undertake inspection services. Further scrutiny revealed that ATJ had been

granted a permit for customs clearance business effective 1Oth January 2007,

by the Director of Yokohama Customs - Mr. Hiromichi Tanigawa for the

Tokyo-Bay area, which exacerbated the potential conflict of interest as the

said company could have been involved in export business.

1.20 M/s. ATJ didn't own any inspection centers nor had they contracted an

inspection center (s) through "corporate partnerships" against the
requirement for the United Kingdom where subcontracting is not allowed.

This is despite lvt/s. ATJ having indicated to have presence in the United

Kingdom. lt was noted that M/s. ATJ lnspection UK Ltd was registered on 11th

December 2017, registration number 111O5O92 with Mr. Peter Valaitis listed

as the sole director and shareholder of the company. Mr. Peter Valaitis was

not identified anywhere in the technical proposal and had ceased being a

director of the company on the same date of its registration, and therefore
there was no evidence of affiliation between these two companies. This

means that as at the time of the tender submission and ctoser there was no

company affitiated to lrl/s. ATJ in the United Kingdom.

1.21 ttts. ATJ attached a letter from an Attorney, lvl/s. Drake & Scolt Solicitors
dated, 8th December 2017, meant to confirm the existence of lvt/s. ATJ

lnspection UK Ltd, and its affiliation with lvt/s. Auto Terminal Japan. Firstly,
this was not a company registration as per the requirements of the tender.
Secondly, a search for the Solicitor in the United Kingdom (find you solicitor
htto: //solicitors. lawsocietv .ore uk/ yietded no results as the firm did not exist
which could mean the document was forged and thus fraudulent. Registration

documents actually conflicted this affiliation and identified the agents of M/s.

ATJ Inspection UK Ltd as Duport Associates Limited and not M/s. Drake &
Scolt Solicitors.

1.22 An interview with Mr. Wilson Mutabazi - Director, ATJ Inspection UK Limited,
on 13th March 2019, at a location, Clipper House, Tilbury Free Port - Tilbury,
United Kingdom RM 18 7SG, which was not the address identified in the
technical proposal and therefore not the Office for M/s. ATJ in the UK

revealed that; there were no inspection facilities at the locations specified in

a

a

a

o

a

a

o

o

o

o
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13

the nical proposal. Even a company identified as it/s. JLS lnvestment
Group
RMl8
agreem

at Unit 11, lndustrial complex Tilbury port, Tirbury Essex

Field i n noted that this same unit was being used by a different
named fut/s. Dry Docks Autos. Another lease agreement with vehicle

Ap l.com, dated 14th November 2014, noted to be located at opp 4A
Berth, lbury, Freeport Essex R 

^18 
7EH United Kingdom revealed that no

such ny existed at the said location. This cast doubt on any existing
between vehicle Approval.com and fit/s. ATJ Japan (uK) Ltd asre

this a different company, the initial company having been dissolved.

had also listed its officers in the United Kingdom as Mr. Mark Bead -

B united Kingdom could not be rocated despite an existing
attached to the technical proposal, dated November 1, 2014.

Manager, Mr. Andy Burvill - vehicle tnspections Manager, and Mr.
lliamson - without a title, whom were all employed in 2014.
, on enquiry none of the employees were available on-site. This cast
the authenticity of the employees listed in the technical proposal.

attached a reservation name for the United Arab Emirates with no

therefore cast doubt on the physicat presence of lvils. ATJ in the
le lyt/s. ATJ also listed Mr. Nithul Lakshmanan as a director for ATJ

, it was noted he was an employee of lrt/s. pAL Auto Garage

1.23 tfuls.

Test
John
H

doubt

1.24 thls.

15t

ATJ.
UAE.

Auto

2019

further ls to demonstrate that it owns any inspection centers nor had
they racted an inspection center (s) through "corporate partnerships,,
against
This is
centers

requirement for the UAE where subcontracting is not allowed.
ATJ having indicated in their proposal to own an inspection

in the UAE which could not be verified. There was an existing lease
as evidence of existing operations within the united Arab

Emi . The lease documents dated zTth May zo14 was actually signed
M/s. Green coast Real Estate and lvt/s. pal Auto Garage and signed on
2014, although it did not demonstrate any relationshlp with [i/s.

a

(PAL).

, there was no company existing in the UAE prior to the submission
of the nical proposal. The attached documents related to a trade name

n certificate which indicated this was still work-in-progress to have
ny set up in the UAE for purposes of the tender. The certlficate of

had not been issued as at the time of field work on 5th March
the trade name reservation certificate having been issued on

2gth ber 2017, with a reservation of lri/s. ATJ Auto services. These all
the sworn statement dated 11th December zo1l, by the MD of lvl/s.

O

-l

docu
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ATJ indicating that they had submitted an original registration of lvl/s. ATJ

Auto Service. The tradenames business activity was identified as car

registration and transfer services.

1.26 PAL Auto Garage (PAL) operations includes; mechanical works, computerized
vehicte fault diagnosis, regular maintenance works, chassis repairs, dent
repairing and painting, wheel atignment and balancing among others. This

was also confirmed on the company brochures that it actually deals with
motor vehicle repairs and would therefore be in conflict if they were to
engage in motor vehicle inspection against the requirements of the tender.
Therefore, a service contract provided to demonstrate the relationship
between PAL and ATJ being specific to inspection services was against the
tender requirements and had expired on 30th April 2017 and therefore could
not be used as evidence of an existing relationship for purposes of the special
audit.

1.27 ttls. ATJ Ltd. attached in its proposal a signed sale agreement purporting to
have bought the testing equipment from PAL Auto Garage; Testing lane,
headlight tester, emission testers for petrol and diesel respectively, brake
tester, side slips, and shock absorber. This was confirmed to be false as audit
inspection and discussions with Mr. Nitsul Lakshman, Manager of PAL Auto
Garage revealed that the above equipment is still owned by tvl/s. PAL Auto
Garage and motor vehicle services is being carried out Pal Auto Garage
employees. Further, there was no evidence of payment for the equipment.

1.28 lrt/s. ATJ therefore failed to meet the threshold of the tender for Kenya as

they didn't have any physical and technological infrastructure required to
satisfactorily perform services required under this tender in the United
Kingdom, Japan and United Arab Emirates. lt further had gross

misrepresentation on its technical proposal and should therefore be
subjected to the proceedings of law as they contravened Section 41 (1) (h) of
the Public Procurement and Disposals Act, 2015, and in such events
recommend that it would be appropriate for relevant institutions to initiate
debarment proceedings against such bidder(s). They contravened the ethos
of their sworn statement by the Managing Director that the company or its
associated companies is not associated with any business that may lead to a
conflict of interest, and that the tenderer has given full disclosure of its
directors and associated companies. This questioned the overall authenticity
and validity of the documents attached as part of the technical proposals and
indicated a serious red flag on the credibility of lvl/s. ATJ as a company.

a
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o
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1.29 tAls.

Nagoya

1.31 ln the
facility,
M/s
doc

F

Run
ins
could
that
actua
2019.

llv u

1.32 The

of Findings on M/s. EAA Company Limited

Company Limited (EAA) is privately owned company incorporated on

o

6 July 2OO7 in Japan, with a registration number 0210-01-029586. The
c and sole shareholder of the company was Mr. Guku prosper
Japhet. The company names changed on zl october zoll from East Africa

le Services company Limited to EAA company Limited in an effort
to nd to get business out of the East African community as per

nt. Prior to the name change EAA undertook inspection services
for vehicles to Uganda, Tanzania and Zanzibar. Subsequent to the
name EAA does inspection business in Zambia, Mauritius, and is also
the on Service Provider for inspection of motor vehicle to the Bahamas.
The Di also registered a name change from Mr. Guku prosper Japhet to
Mr. Sugai
Japanese

Prosper, which was noted to be customary when one becomes a
citizen.

1.30M/s. EAA listed ha
proposal and a
facilltieJ/equipment

ving (17) inspection centers in Japan in its technical
receipt as evidence of purchasing 17 inspection
. However, the company only provided eight lease

agreem nts as part of the technical proposal which could not demonstrate
how 17 inspection facilities/equipment purported to have been
p were distributed to the twelve (12) inspection centers consideri ng
there only eight leases. The special audit team sampled and visited

okohama and Kisarazu.

lagoya Region, where M/s. EAA had indicated to own an inspection
EAA management opted to have the team visit a leased facility from
rsh Rise Limited. The lease agreement provided in the tender
ts was for an existing relationship between lvlls. EAA and lvl/s.
I co. Limited (Nagoya) instead of lvtls. Flash Rise Limited. The

further revealed no activity by EAA and EAA senior Management
identify the facility they purported to have leased. lt was noted
of the inspection lines actually belonged to elsJ lnc., who was
ndertaking real-time inspection at the time of our visit on 1't March
was no presence of EAA staff noted.

I audit team also sampled and engaged
of leased contracts, M/s. ECL Agency

sowned the EAA leases presented by

to the
one of the agents According
Ltd. lvlls. ECL Agency Ltd.

actually di the special audit team for
verifl . lvl/s. ECL confirmed that they do not have any lease agreements
with EAA. Furthermore, EcL confirmed EAA uses the staff of ECL to

inspection service for other countries. This scenario exacerbated

a

perform

15

O

-l



the doubt as to whether lvl/s. EAA really does inspections by itself or sub-

contracts using other service providers staff.

1.33M/s. EAA had no listing of staff assigned in Kisarazu, Kawasaki, Kitakyushu

and Moji. The special audit noted there were no staff assigned to any of
these regions and management noted that all the technical staff were on

contract and were only on boarded when there were inspection services

needed for those regions. lt therefore cast doubt as to the staff capacity and

equalty alt the accreditation attached for the key staff could not be validated

as no originals/notarized copies were provided to prove the qualifications,

and thus their comPetencY.

1.34 lnterviews with senior management of EAA confirmed that their
Accreditation of ISO 1702022O12 was once cancelled by JAB effective 27th

November 2014, for reason which management of EAA could not disclose.

The special audit however noted that their accreditation certificate was

reinstated on 9th November 2O16 and was valid untit 31't July 2O2O. A search

on the authenticity of the documents under the JAB website under
https://www. iab.or. ip/en/svstem/iso/search/ yielded no results.

1.35The special audit also noted for potential conflict of interest between ftl/s.
Rosper lnternational Co. Ltd and lvl/s. EAA through common directorship. ln

an interview with Mr. Prosper Sugai, the CEO of EAA, confirmed he was not
aware of the said company nor having been involved as a director. However,
a search of company records in Japan actually confirmed that Mr. Prosper
Sugai was the owner of Rosper lnternational Co. Ltd. for the period from 18th

November 2OO2 to 18th August 2014. The objectives of lvt/s. Rosper

lnternational Co. Ltd was listed among others as:

. Purchase and sale and export of used cars, used motorcycles, used car
parts, used compressors, used crane trucks, etc;

. Purchase and sale and export of used items; and
o lmporting and sales of beauty devices and cosmetic items.

This was a clear conflict of interest and information that was concealed to
KEBS when the EAA was tendering for the past and current tender.

1.36 ln the United Kingdom, EAA had a company by the identification EAA CO LTD

LIMITED, registration number 10341831, originally registered on 23 August
2016 as a private company limited by shares. The shareholders were; Mr.
Prosper Sugai (80 percent) and Mr. Seth Nguku (20 per cent). lt later changed
its name to EAA Automobile Ltd, effective 1't September 2016. Effectively,

a

a

o

o

o

o

o

o

o

o
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7th ber 2016, barely two months after registration, Mr. prosper Sugai
tr his shares to Mr. seth Nguku who eventually became the sole

of the uK company named EAA Automobile Ltd wlth 1oo per
cent lding, on the same date, Mr. prosper Sugai ceased to bea
directo

o

o

a

o

o

p or even shareholding a fact that was also misrepresented in the
tec proposal as it highlighted that the EAA Automobile Ltd was a
branch.

1.37 lt was that EAA does not own any inspection centers agalnst a required
one (1) ed inspection center for United Kingdom, this is despite having
indi in their proposal to have leased (Zl inspection facilities at
Woodho Mor 96A, London and unit Tilbury lndustriar, Freeport Tilbury,
Essex, land RM18 7HB, in the United Kingdom, which were not verifiable.
EAA attached a lease deed dated 1 May 2014, which seemed forged as
there no presence of EAA in the United Kingdom at the time of audit.
The

with
di

was not

1.38 lt wrs
indicati

1.39 ln an
that a

retain t

of the company. This means the company was officially a standalone
affiliation with lvt/s. EAA company Limited by either common

Manager of rilbury Mr. cox Laurence confirmed that the company
tenant in any of the identified premises or facilities as indicated on

the nlcal proposal via telecom. Therefore, this cast doubt on any existi
hip or business in the United Kingdom.

ng

2014, uld not be verified or authenticated by the port Manager of Tilbury
Mr. Cox Laurence. The deed was signed by Mr. christopher Boniface Lukosi.
On ry the special audit team was informed that Mr. christopher

Lukosi was a director in both EAA and a company called serengeti
Global ces. The yard and brand at the offices of serengeti indicated
they involved in Sea and Coast Services.

lso noted that as part of the technicar proposal's, a document
EAA had leased office space in Tilbury port dated 19th August

with Mr. Prosper Sugai and Mr. Lee Sayer, it was confirmed
sit to any of the purported lnspection centers was not necessary on

that such facility did not exist because there was no reason to
centers when there was no business. A request to also vlsit any of

the partners of lvt/s. EAA was also not granted elther. This

Supervi
that even the listed employees; one Manager supervisor, 3
and 6 lnspectors stationed within the united Kingdom was

mt by EAA in its technical proposal.

1.40 EAA in UAE was supported by an attachment relating to a registration
to justify it does business within the Free Zone Area, sharjah

17
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Media City which had no relationship with the tender prerequisites as per the
tender requirements where bidders were required to be legally registered
and licensed to perform the service, and confirm if they owned inspections
centers against the set criteria for UAE where subcontracting is not allowed.
Mr. Prosper Sugai, Director, EAA Company Ltd and an EAA UAE representative
Mr. Rashid Abeid Suba who was not identified anywhere in the technical
proposal hosted the team at location named Jabal Kilimanjaro Auto Elec.
Mech.

1.41 Mr. Rashid Abeid Suba was actually the owner of M/s. Jabal Kilimanjaro Auto
Elec. Mech., and is also a current Pre-Export Verifying Agent for Tanzania
(TBS). TBS requirement for Pre-Export Verifying are done independently and
in zones and therefore there could not have been an existing relation
between lvl/s. Jabal Kilimanjaro Auto Elec. Mech. and lvt/s. EAA for purposes
of this bid and being cognizant of the requirements of TBS for service
providers of inspections.

1.42EAA Company Ltd, provided a document which could not be verified as it
purported to indicated that EAA bought the inspection facility in UAE in
2014, from ltt/s. Jabal Kilimanjaro Auto Elec. Mech. and entered into
agreement with Mr. Rashid Abeid Suba to guide their operations, an
allegation that Mr. Rashid Abeid Suba could not confirm as he owns the
facility and uses it to service another contract for Tanzania.

1.43 l{/s. EAA did not provide documentation to demonstrate its legality and
presence in South Africa and Thailand.

1.44The special audit also noted a due diligence report dated 9th January 2015 by
KEBS which highlighted important findings worth noting in this special audit
report as follows:

o

o

a

o

a

a

a

o

o

o

a

a

The bidder, East African Automobile Services Limited (EAAS) had its ISO

17020 accreditation status in Japan suspended and therefore not valid as

per the governing conditions of the Japan Accreditation Board (JAB). The
same company had attached a professional license for a different
company called Jabal Kilimanjaro Auto. Elec. Mech in the UAE;
ln the United Kingdom, it did not exist in the physical address it had
provided in the bid documents as the premises, 16D Tilbury Forth Port,
was found to be for Serengeti Global Services which was a sea and
coastal freight company;
EAAS had also forged its registration documents depicting it was
registered in 2013 instead of 2014, which was a forgery; and
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1.46 Q|SJ
fited

team reported that the company lvlls. EAAS Limited lacked the
;e infrastructure in the uK and uAE, and that the com pany had

ted forged and falsified documents in their bidding which enabledto erroneously attain
cement to the financial eva

the minimum technical score for
luation stage. The team recommended

alification from the procurement process and debarment from any
h similar exercises by KEBS.

1.45 lt is refore apparent that the company, EAA has been knowi ngly providing

sub
documents in the past and continued to do so in present tender

, and thus failed to meet the threshold of the tender for
misrep and not having the required physical and technological
infrast cture required to satisfactorily perform services required under this
tender n the United Kingdom, Japan, United Arab Emirates South Africa or
Thal Because of the gross misrepresentation on its technical proposal it
should therefore be subjected to the proceedings of the Iaw as they

ed section 41 (1) (h) of the pubric procurement and Disposals Act,
2015, nd in such events recommend that it would be appropriate for
re institutions to initiate debarment proceedi ngs against such
bid ). Further, they contravened the ethos of the sworn statement by
the ng Director as lvl/s. EAA had sworn a statement that the company
or its ated companies was not associated with any business that may
lead to a conflict of interest, and that the tenderer has given full disclosure
of its rectors and associated companies. This questioned the authent icity
and the veracity of the documents attached as part of the technical proposals
and i a serious red flag on the credibility of lvt/s. EAA as a company.

Sumlna of Findings on M/s. Quality Inspection services lnc. Japan (elsJ)

o

earlier been an interested party to a petition by M/s. ATJ, and they
affidavit in response to the apptication by lvt/s. ATJ to the public
ent Administrative Review Board (ppRAB) on the decision of KEBS

dated Oth January 2018, referenced Application No.14 of 201g. on 6th
F presence of
represe tives from both the applicant, KEBS and interested parties and the
Board that lvlls. ATJ did not compty with several requirements of the
tender ment and consequently dismissed it and advised KEBS to proceed
with procurement process to its logical conclusion. Earlier on, elsJ had
also n an interest party of another petition filed against KEBS for the
Tender No. KEBS/TO 5712014-2015. Again, the ppARB, on 2gth Janu ary 2O1S

made several orders in respect of application No.55/2014,

o

in its
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No.56/2014 and No.59/2014 in respect to the provisions of Section 98 of the

Public Procurement and Disposal Act (2005).

1.47 The Public lnvestments Committee (PlC) drawing its mandate from Standing

Order No. 206 (6) had also previously made a resolution and commenced an

inquiry into the award of KEBS Tender No. KEBS/T05712O14'2015 for
provision of pre-export inspection services to QISJ based on the decision by

KEBS to award to QISJ a contract of used motor vehicle inspection services

for a period of 36 months. The PIC requested the Office of the Auditor-

General (OAG) to undertake a special forensic audit on the aforementioned

tender. The audit was carried out to its conclusion Pursuant to the request

from the Clerk of the National Assembly on behalf of the PIC as per Article

ZZ9 of the Constitution, and the findings of the Auditor-General were laid on

the tabte of the House on 11th February, 2016.

1.48 The special audit report noted that the winning bidder QISJ was capable of
handlingthe contract as required by KEBS standard No KS 1515:2000 code of
practice, and further recommended that KEBS should ensure that contracted

company(s) have a long term commitment to inspection and keep off
speculative bidders, and this was achievable by setting minimum

requirements for full ownership of inspection facilities by the inspection

companies based on number of vehicles coming from those country. The

audit even recommended in details that the inspection company should futly
own at least fifteen (15) facilities in Japan, three (3) in the United Kingdom

and one in United Arab Emirates, distributed at major ports and towns.

Leases in these towns should only be allowed to supplement fully owned

facilities and that KEBS should be keen to properly evaluate ownership of
these facilities.

1.49 QISJ were also a subject of due ditigence review by KEBS

management/various committees. ln 2016 and 2018 KEBS teams were sent to
Japan, United Kingdom and United Arab Emirates to carry out due diligence
to verify and validate documentary evidence, infrastructural, technical and

managerial competence of QISJ to provide service as per the Kenya Standard

KS 1515:2000 code of practice. A report dated 9th January 2015 was issued

by the due diligence team of six members who were involved in the exercise

recommending that KEBS enter into contractual agreement with QISJ. The

team was satisfied that the company had the requisite capacity to provide

the service as per the Kenya Standard KS 1515:2000. The team established

that QISJ is a legal entity with an adequate presence in all the key regions

required, and with sufficient preparedness in terms of human, infrastructural

o

a

O

o

a

O

o

o

o

o
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and hnical capacity to provide the services outlined in the RFp for the
Tender o. KEBS/T057 t2O1 4-ZO1 S.

1.50 A report named; Supplier's Surveillance Audit Report on QrsJ
conducted between 13th
provisions of the contract

. QISJ had systems in
usela motor vehicles,

and 20th February ZOlg performed in llne with the
also concluded that:

ly perform services required under this tender in Japan, United
united Arab Emirates where subcontracting is not allowed, and

a

place to perform the roadworthiness inspection of
machineries and used spare parts whlch met the

irements of KS1515:2000 and KS2190:2013;
had met all the required timelines stipulated in the contract in
nce of certificate of compliance (coc)/Non-conformity Reports
) and remittance of reports; and
the visited inspection centers were found to have all the equipment
ified in the standard and were up to date in their calibration status.

i
(

a

1.51 The
its i

Ki

.Th

of

fifteen
centers
Kansai,
Yokoha

oned findings notwithstanding, the special audit team focused
review on the tender documents versus the evidence by the

bidders corroborate the physical and technological infrastructure required
to

o

o

o

o

o

and
South where subcontracting is allowed and noted the following:

1.52 ttls.
July
time

The
based

1.s3 Q|SJ

Japan a has a registration number 0200-01006242l which corresponded
with registration document submitted for the tender under revlew. The
speclal also reviewed the latest lease document and records of recent
rent nts to confirm they had been occupying the premises.

lity lnspection Services tnc. Japan was incorporated in Japan on 2}nd
9. The company's Head office and physical address in Japan at the
registration was 1-18-12 Komaoka, Tsurumi, yokohama. The sole

r of the company is the Managing Director - Mr. Kiyoaki Hatano.
pany moved in March 2011 to its current Headquarters which is
the 6th Floor at YCC 1608, 22 Daikoku Fotou, Tsurumi, yokohama,

a total of 20 inspection centers (11 owned facilities and 9 leased).
, the special audit noted that ersJ had only submitted a listing of
5) inspection centers for purposes of the tender. These inspection

noted to be spread around the four provinces of Japan; Kanto,
su and chubu and they were all positioned near ports of export of

a, Hitachinaka, Kobe, Nagoya, Kisarazu, KrtaKyusu and osaka. To
these, the review focused on the documentation to verify the

o

validate

2.1

a.
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existence and to prove the presence of the said inspection centers that were

either owned or leased by QISJ in Japan. Assurance was obtained from

receipts and invoices of the on-going rental Payment and fees for the leased

premises. The team confirmed using a tailored checklist that the sampled

machines were performing the activities as required under KS 1515:2000 and

the equipment were modern and had vatid calibration status. The facilities

were also branded QISJ for ease of identification. The sampled and visited

inspection center were located in the following:

. Kawasaki, at the address; 80HiagashiOgishima, Kawasaki-ku, Kawasaki-

shi, Kanagawa. The Machine was verified to have been bought from a

company named lvl/s. Banzai and the invoice and calibration was verified.
There was evidence of monthly payment to the leased land.

. Nagoya, at the address, 5-8 Nishi Suehiro, Yatomi-shi, Aichi the audit

noted that the land was leased from M/s. Ftash Rise and the inspection

facility was also bought from [t/s. Ftash Rise. This was verified with the

receipt for payment of the lease and equipment and monthly payment of
the commissions due.

1.54Q;SJ had also invested on an lT infrastructure platform for efficiency. The

team undertook a walkthrough of the system and experienced a live

demonstration of how to on board new clients, make requests for inspection,

tracking progress of inspection real-time. QISJs' platform is interfaced with a
Japanese government database to corroborate on the vehicles year of
manufacture. This was complemented by a risk management Procedure that

QISJ adhered to in terms of documentation, manuals, procedures and

processes to be followed to mitigate against fraudulent practices. The !T
platform was also noted to be interfaced with the Procuring Entity (KEBS) for
real time monitoring on the activities the service provider is undertaking.

1.55 Enquiry on potential conflict of interest between JANS Trading and QISJ as

had been previously reported in PIC report to parliament dated 22nd

November 2016. The special audit noted there was no relationship between
Jan's Trading Co. Ltd and Quality lnspection Services lnc. Japan (QISJ). lt was

noted that the Directors of the Jan's Trading Co. Ltd were Mr. Umar H. Jan

and Mr. Yassin Jan who are brothers. They are of Pakistani origin doing

business in Japan. The special audit confirmed that that current Managing

Director of QISJ Mr. Kiyoaki Hatano was a former employee of Jan's Trading
Co. Ltd up until 2009. Mr. Kiyoaki Hatano, later formed QISJ to undertake
pre-export inspections services of used motor vehicles for export. The

a

o

o

a

o

o

o

o

o

o

o
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LtdCo

audit therefore noted no conflict of interest between Jan,s Trading
and Quality lnspection Services lnc. Japan (elSJ).

lnspections services Japan Limited was registered as a private
limited Com Pany in United Kingdom on Z1't February 2012, and as a
subsidi of the parent company in Japan. The company registration number
was 79 7279. The company was subsequently changed to be a branch of the
headq rters and was renamed to lills. euality tnspection services lnc Japan
UK Limited with a registration number 1o6s1lg1. lvtls. elsJ UK
Branch Ltd reported to owns two (2) inspection centers/facility in Edmonton
and Ti ry and also had leased other facilities which are approved by
Mi of rransport and communications. The special audit performed an

and noted the machines were performing the activities as
requi under Ks 1515:2000 and all the equipment were modern and had
valid ation status. The facilities were also branded elsJ for ease of

1.s7 Q|SJ U

1 .56 lvt/s.

The
mem

1.58 ln the
Dubai

., I

o

a
b

h

ranch had staff at the inspection center in Tilbury, unlted Kingdom.
nical proposal presented indicated a total of three (3) ienior
of staff who were present during our visit on 1lth March 2019. The

audlt noted two inspectors performing inspection services, all whom
rated competency and capacity to offer inspection seMces based on

their and years of experience working with elsJ in the united
Ki

AE,

valid 20th March 2013 to 1

QlsJ had leased a warehouse in RAs Al Khor, alAwir lndustrial 3,
Mr. Essa Al Kous for the purpose of vehicle inspectlon. There was

of QlsJ operations at the said facility and this was further
with the existing lease agreement, and records of rent

to the landlord. lt was noted that company has both the
for the Branch of Foreign Facility No. 4157

9th March 2O2O and professional license No.

Renewal Certificate

a 68401
These

valid from 21't February 2013 for surveying and evaluatlng services.
are required for companies to conduct inspection services in

the

1.59 To
15
pui

rt ownership of the equipment, the audit team reviewed invoice No.
77 3'd March 2013 from M/s. Jaffer Moh'd Ali Garage to support the

of a full set of used motor vehicle testing equipment namely;
jacks/ pit, slid slip tester/wheel alignment tester, brake tester,

tester, exhaust proximity noise tester, headlight tester,
gas tester for petrol engines and diesel engines and tape measure.
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The audit team met with the staff inctuding the Chief lnspector Mr. Rommel,

who took the audit team through the process of inspection for both motor

vehicle at the inspection centre and used spare parts at the yards in Sharja -

UAE. The team noted that QISJ has on record four (4) quatified technical

staff.

1.60 ln South Africa, lrt/s. QISJ had subcontracted lvt/s. lnternational Conformity

Assessment Solutions (PTY) Ltd. (ICAS) as its liaison office and lvt/s. DEKRA Ltd

as a testing station to manage the roadworthy inspections of motor vehicles.

Field inspection on 28 February 2019 by the special audit team confirmed

that lvl/s. DEKRA Ltd is located at 97, Wilem Cruywagen Avenue, Klrsoord,

Rosslyn Pretoria. The company has six technical staff who carry out the

vehicle testing. Further the team confirmed that DEKRA Ltd owns alt the

testing equipment tisted in the tender documents namely; Hydrautic
jacks/pit, slid stip tester/wheel alignment tester, brake tester, speedometer

tester, exhaust proximity noise tester, headlight tester, exhaust gas tester
for petrol engines and diesel engines and tape measure.

1.61 The special audit thus concluded that M/s. QISJ had demonstrated capacity to
deliver one the current contract as it had delivered on its past contracts with
KEBS. QISJ was noted to have the required physical and technological

infrastructure, and the right capacity and competency of staff to
satisfactority perform services required under this tender in Japan, United

Kingdom, United Arab Emirates, and South Africa where sub-contracting is

allowed. Further, there had not been any recorded complains [eve[[ed

against QISJ in the past contracts by the contractor KEBS. A similar
conclusion was reached in a recent due diligence surveillance audit report by

KEBs' report dated 20th February 2019.
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RECOMIi/IENDATIoNS
1

1'62 Based- fn the aforementioned findings and conclusion, the special audit
therefo[e recommends the following:

Thf Procurement Entity - KEBS, should put in place control mechanisms
to peter and detect the use of falsified documents by bidding companies
an{ speculative bidders. Furthermore, the procurement Entity - KEBS
to$ether with relevant state institutions should ensure that these
afQrementioned companies M/s. Autoterminal Japan Ltd. and EAA
Company Limited and any future bidding company that provide falsified
dofumentation or misrepresented thgmselves, be subjected to the
proceedings of the law as they have contravened section 41 (1) (h) of
thq Public Procurement and Disposals Act, zo1s, and in such events
re$ommend that it would be appropriate to initiate debarment
proceedings to serve as an example of deterring such practices by
speculative bidders in the public procurement arena; and

Thb Procurement Entity - KEBS, should structure its due diligence
prPcesses for bids and bidders to commence at the start of the
evfluation by having special teams perusing through the documents
thoroughly to ensure the bidders demonstrate with evidence their
capability to service any tender. Further, the procurement Entity - KEBS,
shpuld enforce the requirement that the awarded company, currently
Quallty lnspection services lnc. Japan transfer the knowledge and
tnhnology of inspections seryices to ensure sustainability and improve
onl local content since it is already provided for in the contractual
arrangements with such companies.
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FCPA D R. O. OUKO, CBS
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2 INTRO UCTION

'overned and Triggered the Special Audit?

252 section 1(a) and (d) of the constitution of Kenya mandates the
'General to carry out investigations on financial mis/management in the

rpose of such a special audit is to identify the weakness and identify
tity at both the individuat tevel and/or institutionat [eve[ or even third
invotved with a pubtic institution, and suggest preventive mechanism

ine the pubtic procurement and asset disposat processes of a state
r(s) or a public entity(s) with a view to confirm as to whether procurement

2.1 What

2.1.1 Art
Aud

2.1.2 The
cutpa
parti
that

exam
organ

2.1.4 Based

pubt ic sector. The investigation coutd either be undertaken as a reactive
speci audit resutting from written requests to the Auditor-General when fraud
has curred, or a proactive special audit which invotves the anatysis of
p le risks in an entity's operations that may lead to occurrence of fraud.

ay deter and prevent the reloccurrence of fraud. Articte 229(6) of the
itution of Kenya atso requires the Auditor-Generat to confirm and report

tot pubtic whether pubtic funds were used in a lawfut and effective manner.

a 2.1.3 Sect n 38 of the Pubtic Audit Act, 2015, requires the Auditor-General to

o

a

O

o

is dgne tawfutty and in an effective way. Additionatty, Section 34 of the pubtic
Audlt Act, 2015 atso mandates the Auditor-Generat at his own initiative to
conduct periodic audits which shatt be proactive, preventive, and deterrent to
fraqd and corrupt practices, systemic and shatt be determined with a view to
evafuating the effectiveness of risk management, control and governance
protesses in state organ(s) or a pubtic entity(s).

a
on pubtic interest and on his own initiative, the Auditor-General

corlducted a

.r{it scoped
sp$ciat audit
Cofformity (l

special audit at Kenya Bureau of standards (KEBS). The special
the work into two phases; Phase 1, which is a subject of this
report focused on the procurement of Pre-Export verification of

PVoc) to standards services - For used Motor vehictes, Mobite
tipment and Used Spare Parts by KEBS - Tender Number: KEBS/T019/2011-
0. This specia[ audit atso serves as a fottow-up on the previous tender and

a[ audit report and incorporates stakehotders and partiamentary interests
the recent happenings at KEBS, which atso ted to the suspension of the MD

KEBS.

o
,I

of
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2.2

2.2.1

2.1.5 The Auditor-Generat has scheduted to review the Pre-Export Verification of

Conformity (PVOC) to Standards Services - For Generat Goods under Phase 2 in

the next financial year 201 912020.

Background Information about KEBS and the Criteria

Kenya Bureau of Standards (KEBS) is a government agency responsibte for

governing and maintaining the standards and practices of metrotogy in Kenya.

It was estabtished by an Act of Partiament; the Standard Act, Chapter 496 of

the Laws of Kenya. KEBS started its operations in Juty 1974. lts Head Office is

in Nairobi, and has Regionat Offices throughout Kenya. lt was mandated by the

Standards Act, Chapter 496 of the Laws of Kenya to provide Standards,

Metrotogy and Conformity Assessment (SMCA) Services.

KEBS devetoped a code of practice, the Kenya Standard Code of Practice for

lnspection of Road Vehicte (KS 1515:2000), for inspection of road vehictes that

specify generat, safety and environmental requirements. The standard applies

to both used and new motor vehicles, which inctude motorbikes, cars, vans,

buses and truck of att sizes. lnspection of imported vehictes in Kenya thus

began pursuant to a Legat Notice No. 78 of 15 Juty 2005. lt provides a list of

products to be inspected.

KS 1515:2000 required that the inspection be carried out by an authorized

government body which is KEBS before importation. KEBS then introduced the

Pre-Export Verification of Conformity (PVOC) to meet these standards on

imported vehictes which required these vehictes to be accompanied by a

certificate of road worthiness from the exporting country. The road vehictes

were to be inspected in inspection centers approved by retevant authorities

and equipment used in inspection centers were to be certified by an authorized

authority.

KS 1515:2000 critical parameters inctude:

. The age timit shalt be tess than 8 years from the year of first registration;

. The difference between the date of manufacture and the date of first
registration shatl be not more than one year;

o The drive shatl be Right Hand Drive-(RHD);

o Road-Worthiness shatt be determined by compliance to requirements

specified in the standard; and

o Prohibition of modified vehictes; lt is imperative that att used vehictes

undergo inspection and verification to detect any major modification e.g.

LHD to RHD.

o

a

O
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o

O

o

o
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2.2.3

2.2.4
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2.3

2.3.1

Pre- xport verification of conformity (pvoc) to standards services.
program was started on 29th september 2005 by KEBS, through the

pubt tion of Legat Notice No. 78 of 15th Juty, 2005 by the Minister for Trade
and lnd
respect
Kenyan

ustry. lt is a Conformity Assessment program apptied to products at the
O

a

a

o

o

o

c

o

ive exporting countries, to ensure their comptiance with the appticabte
TechnicaI Regutations and Mandatory standards or approved

o

specifica tions. The PVoc program is operated by a quatified third party
inspe{tion company(s) on behatf of KEBS in the trade regions in the wortd.

2.3.2 These conformity assessment procedures are used to verify that Used Motor
Vehicl]es exported to Kenya are in comptiance with the KS 1515:2000 before
shipmpnt from Japan, United Kingdom United Arab Emirates, South Africa and
Thaitand as used motor vehictes are mainty imported from these countries.
Statis(icatty, by 2018 Japan provided nearty ninety five (95) per cent of the
impo(ed vehictes in Kenya. KEBS has no capacity to undertake this exercise
not orrty in Japan but other entisted countries, hence it contracts quatified
third lparty inspection company(s) with presence in these countries to
underlake the exercise on its behatf. A royatty payment is made to KEBS for
this service.

2.3.3 The v{tume and activities of imports for used Motor-vehictes from these top
five countries are analyzed as per the tabte below, for FY 2017lZ01B:

Table : PVOC Countries

A

2.3.4 Since t Legal Notice No. 78 of 15th Juty 2005 became effective, and the
of PVOC on Used Motor Vehicte, KEBS has awarded five cycte of

r the conformity assessment procedures. The service provider(s) is
fter a procurement processes by the procuring entity and the

ta

introduftion
contraclts for

identified a

nning
rvice

Japan,
contract

WI bidder is awarded a contract for a period of three (3) years. The
Se Provider for such a contract is therefore required to have presence in

United Arab Emirates (UAE), United Kingdom (UK), and may sub-
, in other areas [ike south Africa, Thaitand, and other jurisdictions.

1 Japan 82,975
2. United Kingdom 3,1 58
3. United Arab Emirates 794
4. South Africa 327
5 Thailand 314

Total 87,569

Name of country/ region Units inspected

o
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2.3.5 Phase 1, which is a subject of this speciat audit report noted there were five

cycte of contracts, and the fottowing service providers have been contracted by

KEBS as shown in tabte 2 betow:

Table 2: of the PVoC on Used Motor Vehicles

2.3.6

2.3.7

2.3.8

2.4

2.4.1

The speciat audit noted that four out of the five contracts were performed by

one Service Provider, and for the onty cycte (2012 to 2015), where three

Service Providers were awarded a contract, one of the service provider was

actualty terminated. The provider M/s. JEVIC was accused of permitting

radioactive contaminated and overage vehictes into the country when a high

radioactive reading was found to be coming from a container with four second

hand vehicles at the Port of Mombasa.

ln a letter dated 14th June 2016, JEVIC admitted that it inspected some of the

vehicles with extremety radioactive contaminations, and fotlowing comptaints

and investigations of letting in defective and overage vehictes into the country,

against the regutations, KEBS terminated its contract with JEVIC in 21st Juty,

2014, see Appendix 38, six (6) months before the end of the contract period,

and for the tist of overage vehictes certified by JEVIC, see Appendix 39. This

therefore raises significant doubts as to whether KEBS can achieve Conformity

to Standards under a muttipte contract regime.

The current cycte under contract is the fifth cycte, signed between KEBS and

Quatity lnspections Services Japan, lnc. on 3 Aprit 2018 for a period of three
years. The contracts' detiverabtes were timetiness in meeting customers'

requests for vehicte inspection, procedures of handting customer comptaints,
inspection fees and payment of royatties to KEBS. KEBS is atso required under

the contract to audit the service provider to estabtish adherence to the
provisions of the contract which was undertaken by KEBS during the period

from 13th - 20th February, 2019.

Objectives of the Special Procurement Audit

The special procurement audit aimed at reviewing the entire procurement

process, procedures fottowed and documentation by the procuring entity and

30

2005 to 2008JAAI1

2009 to 20112 JEVIC

2012 to 20153 JEVIC, QISJ and ATJ
2015 to 20184 QrsJ
2018 to 2021QISJ5

Cycle Name of Company (s)

o

o

o

a

o

a

o

a

o

o

o

Period
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2.5

2.5.1

the bidders of the tender for Pre-Export Verification of Conformity (pVOC) to
Stand{rds Services - For used Motor Vehictes, Mobite Equipment and Used Spare
Parts. This were reviewed for comptiance against the Pubtic procurement and
Disposfts Act, 2015 and the Regutations of 2006 and 201g to verify if the
Procurpment for the agent was done tawfutty and in an efficient and effective
manner.

2.4.2 The s{ecial procurement audit atso aimed to identify and report if any of the
biddin! companies provided any fraudutent and misteading information which
contrlVenes Section 41 (1) (h) of the Pubtic Procurement and Disposats Act,
2015, And in such events recommend that it woutd be appropriate for retevant
institufions to initiate debarment proceedings against such bidder(s).

2.4.3 Additifnatty, the special procurement audit aimed to confirm if there were any
irregu[arities in the tendering process and if the services procured are actuatty
being detivered as per the terms of the contract.

l

Term{ of References of the Special Audit

The special audit devetoped the fottowing Terms of References to guide the
snecift audit:

i. ldehtify factor(s) that triggered the need for the procurement of pre-
Verlification of Conformity (PVOC) Services - For used Motor Vehictes, Mobite
Eq(ipment and Used Spare parts;

. Reliew the procurement process in line with PPAD, Act 2015 and Regutations
of ]006 and reference to the Regutations of 2O1g;

. ldefltification of any suspicious, forged or misrepresentation on the
doduments used in the tendering and procurement process by any of the
bidding companies;

' Retiew the appeats fited by bidding company(s) at the Procurement
AAfninistration Review Board, Court or Tribunats and the justifications and
eventuaI ruting;

. ReYiew due ditigence and internal audit reports by KEBS to assess the [eve[
of ferformance of current and past bidders;

. Asdertain the terms of the contract and the actual existence of the services
as specified in the contracts;

. Estlabtish current performance of the service provider and total amounts paid
in {etation to service provided; and

. ldlntify and report on any irregutarities and cutpabitities on the above
prQcesses.

a

o
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2.6

2.6.1

2.6.2

Sampling Procedures and Scope of Work

Due to time and resource constraints, the special audit sampted a total of ten

(10) regional inspection centers distributed within Japan, United Kingdom,

Dubai and the Repubtic of South Africa to form the subject of this special

procurement audit. This was based on the data cottected and hightighted under

table 1 which indicates the levet of activities in each country. Thaitand was

therefore exctuded from inspection on this premise.

To obtain a more accurate sampte poputation, the exporting countries were

stratified according to the number of inspection centers there-in and the

number of units (votume) of motor vehictes inspected in each center as

detaited in Appendix 1. Consequentty, the inspection centers with the highest

units of motor vehictes inspected were setected as fottows representing 57 per

cent of the total poputation:

Table 3: li rocedures and Sa le Size for the riod under review

Source:

2.7 Source of lnformation and Audit Procedures:

2.7.1 The special procurement audit team obtained information based on the

fottowing audit procedures:

a) Document examination: severat documents were reviewed in the course of
the special audit. These included procurement records, contracts and

correspondences.
b) Data anatysis: Procurement and expenditure transactions.

c) lnspection: site visits and inspection in setect regions.

d) lnterviews and meetings: The tabte betow detaits Officers interviewed
during the speciat audit identified depending on the rote they ptayed.

o

a

a

O

45,613Kisarazu, Nagoya and
YokohamaJapan1

3,1 58Titbury2 United Kingdom

372Dubai3 United Arab Emirates
179Johannesburg4 Repubtic of South Africa

49,272Total

No. Country lnspection Centers Units !nspected
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Ttble 4: Persons lnterviewed durin Field Work

o

with

1 Mr. Bernard Nguyo Director - KEBSMa
2 I Adan ammed recDi rto inF ncea & St ra KEB Stegy
3 r. John no Procurement - KEBSHead
4 I r. Andrew Mai
5 I B Rono
6 I As. Luise Rasanga Department - KEBSHead of

t . Anne Wa a Head of Accounts - KEBS
8 I GitukuP

9 A ne WachiraA nal Mana Coast - KEBS
10 A . Musa Sateri Kitindini Port - KEBSof

Qua

Officer ln C
11 A . Patrick Ki
12 t- atano ki Mana Director - QISJ lnc
13 A ro Fushiki

So ra r- SJ lnc
TechnicaI r - Q|SJ lnc

14 ,! iari lwamoto
15 /v Atarashi r - QISJ lncFi nance & Human Resource
16 H Ono Quati Assurance Ma - QISJ lnc
17 A S. Hassan lT Manager - QISJ lnc.
18 Sato lnspector - SJ lnc
19 R rmmetI ef lnspector - lnc, UAE Branc
20 Si rid Mohamed Branch SJ lnc, UAE Branchr
21 Ji rffar Hassan r, QISJ lnc, UK Branch

SJ SA resentativeDirector - |

Branch
22 CI rarles Karobia
23 P CEO/President - EA,A Compan
24 Lr e Sayer LtdVice President/Di rector - EAA Com
75 ryohiko Hishano ny LtdGeneral Manager - EAA Compa
26 K( richi Mizue ny LtdTec Manager - EAA
27 Yt Sota Manager - EAA C LtdQuaI
z8 Sh inji Koguma - EAA Com LAdmi strative
29 Ra shid Abeid Suba ntative -Re ., UAE
30 MEmoru Fujie CEO/Director - ATJ
31 lse ac P. Kalua Director African Affairs - ATJ
32 Se ichi Funami Tec Manager - ATJ
33 Ka cri Nishida Accountin & Admin Ma . ATJ
34 Os lmu Nishihara Sales
35 ane B. Nakata Quality Man Officer - ATJ
36 Nakats Quati ment Chief - ATJ
37 ko SaT ma - ATJt ta
38 KuriharaY Staff - ATJatit
39 Ni an Director, PAL Auto Gar
40 Mutabaziwi for ATJ in UK
41 Hi to Bando Vice President - ECL Ltd.
47 Yamamoto _ ECLGeneral Man Ltd
43 Assistant Mana . ECL Ltd
44 ro Araki Strategy Officer - ECL Ltd

Name of Officer

o

OAG summary persons meet
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2.8 Previous Special Audit Recommendations.

2.8.1 To minimize unmerited titigation by tosing bidders, KEBS shoutd have a register

of service providers who are pre-quatified through due ditigence to ensure that

only companies with required competence, experience to undertake inspection

are invited to bid for future contracts.

2.8.2 ln order to ensure contracted company, have a tong term commitment to

inspection and keep off specutative bidders, the Bureau should set minimum

requirements for futl ownership of inspection facitities by the inspections

companies based on proportion of number of vehictes coming from each

country. lt is recommended that the inspection company shoutd futty own at

teast fifteen owned facitities in Japan, three in the United Kingdom and one in

United Arab Emirates distributed to major ports and towns. Leases in these

towns can onty be attowed to supptement futty owned facitities. KEBS shoutd

adequatety evatuate ownership of these facitities.

2.8.3 KEBS and the inspections company shoutd enhance present system of
preventing and detecting tampering after inspection by instituting punitive

measures against those exporters who have been found to have tampered with

atready inspected vehictes.

2.8.4 KEBS and its appointed inspections service provider shoutd evatuate possibilities

of signing agreements with logistics service providers in country of orig'in to
ensure that custody of inspected vehictes is changed from exporter to the

shipping company and moved to the port of exit immediatety after inspection.

2.9 Limitations of the Special Audit.

7.9.1 The fottowing were some of the limitations encountered during the special

audit exercise. However, these limitations mentioned may not affect the

resutts of this final special audit report:

o lt was not possibte to visit atl the inspection sites for att the bidders under

review as they were widety scattered in the Countries. lt was atso not
possibte to visit Thaitand due to internal resource constraints.

o

o

a

T

o

a

o

O

o

a
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3 D ET ILED FINDINGS

ldentification and Planning

Bureau of standards (KEBS) has in ptace standard operating procedure
guiding the PVoc program specifying, the agents for generat goods,
/ countries of responsibitity, the certification routes for general goods

3.1

3.1.1 Kenya
(SoPs)

zones

tive fees charged for each certification route. Most importantty, it
idance on inspection of used motor vehicle, mobite equipment and used
parts, and the respective fees charged for their inspection

3.1.2 The 
]SOPs 

are mainty devetoped from the KS 1515:2000 standard codes which
requlire that the inspection be carried out by an authorized government body
before importation, and imported vehictes be accompanied by a certificate of
road] worthiness from the exporting country. The road vehictes are to be
inspfcted in inspection centers approved by retevant authorities and
equ ment used in inspection centers were to be certified by an authorized

ty.

o

3.1.3 KEB retied on section 4 of the Legat Notice No. 78 dated 15th Juty 2005, and
the standards Act. Cap 496 to appoint an agent(s) to conduct conformity

nts on its behatf under a contractual arrangement. The tegat

co ry of origin of goods to undertake conformity to Kenya standards or
specificationsa

a

3.2 ProJpct Budgeting and Financing
I

3.2.1 XEB$ prepared the Annua[ Procurement Plan for the year 2017/2018, and was
approved by its Management. ln the procurement plan, tender No
KEB$/To5712017'2020 was captured as cost center 20135 detaited as, ,,Tender

Exp$nses-Evatuation Outside Working Stations, Due Ditigence lnspection (pVOC)
and LAcceptance Committee Procurement of PVOC lnspection Agency for Motor
Vehicte and Goods".

I

3.2.2 The]special audit noted that the PVOC program is quite broad and the totat
lnclme budget for the financial year 201712018 was Kshs.4,903,608,060, and
out jof this amount a total of Kshs.1,493,088,000 was attocated to be
cottfctabte from the PVOC program. Under the PVOC program KEBS managed to
cottfct a total of Kshs.1,493,486,045 as anatyzed in the tabte below:

o

35
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states that KEBS shatl appoint an inspection body or bodies in the
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oTable 5: in relation to PVOC am for the 2017 / 18

KEBS Reports

3.3 Finding on the Procurement Process

3.3.1 The speciat audit reviewed the procurement process for used motor vehictes,

mobite equipment and used spare parts respectively for Phase 1 as reported
under section 2 of this special audit report.

KEBS/To1 9t2017-2020

INTERNATIONAL TENDER FOR PROVISION OF PRE- EXPORT VERIFICATION OF

CONFOR,TAITY (PVOC) TO STANDARD SERVICES: USED MOTOR VEHICLES,

l oBtLE EQUTPI ENT AND USED SPARE PARTS

Advertisement of the lnternational Tender

3.3.2 The lnternational Tender for provision of Pre-Export Verification of Conformity
to Standard Services: Used Motor Vehicles, Mobite Equipment and Used Spare

Parts was advertised in two locat dailies; The Daity Nation and The East African
Standard Newspapers on 21st November 2017 and on KEBS website for a period
of 21 days in accordance to the PPDA Section 96(2) and 89(b). Details of the
lnternational Tender are provided under Appendix 2.

3.3.3 Some bidders sought ctarifications because of some confticting information
between the provisions of the instructions to tenderers and the provisions of
the appendix to the instructions to tenderers. KEBS reptied to these
ctarifications through an Addendum Number 1 of the Tender No.

KEBS/T019/2017-2020 issued on 6th December 2017, which was 15 days after
the original advertisement. Detaits of the Addendum is provided under
Appendix 3.

a

a

o

a

a

o

o

o

a

o

Services
694,445,653Societe Generatte De Surveittance1

1 25,303,8382 Bureau Veritas
153,481,7653 I ntertek I nternationaI

770,891111,China Certification lnspection4

1 2,308,9985 Cotecna SA

1,O97,311,145Sub-total for Services

Used Motor Vehicles, Mobile Equipment and Spare Parts

396,174,900Quatity lnspection Services lnc. Japan6

1,493,486,O45Total Receipts from PVOC Program

Revenue in KshsS/N PVOC Contractors
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a

o
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3.3.4 A of six firms purchased the tender documents namety;

lnspection Centre Corporation;
TerminaI Japan;
ity lnspection Services lnc. Japan;
Africa Automobile Services (EAA) Company Limited;
Kenya Ltd; and

I Japan.

S Kenya Ltd and JAAI Japan did not return their bid documents and
erefore not considered for further processing at the pretiminary

.Ni

a

a

a

o

a

o

o

Qu

Ea

SG

a

a

o

a

a

3.3.5 M/s.
were
evaI ion. onty four firms returned their bids for consideration at the
pretim nary evaluation. The four firms are listed as per the tabte betow.

Ta le Bidders for PVOC; Used Motor vehicles , Mobile UI ment and are Parts

Openi{rg of the lnternational Tenders

3.3.6 The internationa[ tender for PVOC to Standard Services; Used Motor vehictes,
Mobite Equipment and Used Spare Parts was ctosed and opened on 17th
Decen{ber 2017. The tender opening and processing committee had been
eartieri appointed by Mr. Chartes Ongwae - Managing Director on 13th December
2017 aF 

p"r Section 46 (1) of the PPAD Act, 2015.
I

lorementioned committee was duty constituted and mandated to carry
comprehensive technical and financiat evatuation, due ditigence and

in ion for the tender in strict adherence to the comptiance and evaluation
c set out in the tender document. This said committee was chaired by

s Kibett and its members were; Mr. Birgen Rono, Mr. Gordon Onjore,
il:l

3.3.8 evl

es Onyiengo, Mr. Ken Keya, Mr. Brian M'mbwanga and Ms. Rhoda Kirui.

ion of bids was done in three stages using the criteria set out in Section
2.11.2 of the Tender Document pursuant to Section 80 (2) of the PPAD Act,

3.3.7 The af
out a

c

1 Nippon lnspection Centre Corporation 200,000
2 Auto Terminal Japan (ATJ) Ltd 200,000
3 Quatity lnspection Services lnc. Japan (QISJ) 200,000
4 EAA Company Limited 200,000

Bid Security in
USD

Nr>. Particulars

o

2015 fottows:
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. PretiminaryEvatuation;
o Technicat Evatuation; and

o Financial Evatuation.

Preliminary Evaluation

3.3.9 At the pretiminary evatuation the firms were checked for the fottowing

documents:

. Copy of certificate of incorporation;
o List of directors;
. Copy of passport or identification for each of the listed directors;
. Copy of current tax comptiance certificate or equivalent document certified

by a notary pubtic;
. Organizational chart identifying (i) inspection management (ii) ICT services

(iii) quatity assurance/ risk management and (iv) monitoring of
subcontractors' two firms;

. Copies, certified by a notary pubtic of licenses issued by retevant
government authority to do business in Japan, United Arab Emirates, United

Kingdom;
. Copies of licenses issued by the retevant government authority issued either

to tenderer or subcontractor to do business in Thaitand and South Africa;
. Duty compteted signed and stamped confidentiat business questionnaire;
. Evidence of accreditation to ISO/ IEC 17020:2012 conformity assessment -

Requirements for the operation of various types of bodies performing

inspection (Type A Accreditation);
. Verifiabte proof of financiat strength to perform the contract with minimum

annual turnover of USD l0Mittion; and

. Sworn statement that the company has not fited for bankruptcy, that the
company has not had any contract with KEBS terminated because of
deficiencies, the tenderer or its associated companies is not associated with
any business that may lead to a conftict of interest, and that both tenderer
and its [ega[ representatives are free of any impediment to contract with
KEBS or the Government of Kenya, and that the tenderer has given full
disctosure of its directors and associated companies.

3.3.10Anatysis of KEBS procurement documents revealed the fottowing:

o

a

a

o

o

a

o

a

a

o

o

38



o

a

a

a

a

a
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o

o

Nippon lnspection centre corporation, provided onty certificate of
tion and identification of the listed company's directors and was

fore disquatified at this stage of the evatuation.

3.3.12 M/s. EAA Co. Ltd. was atso disquatified at this stage of the evatuation for
faitu to avait the foltowing documents

. Copy of current tax comptiance certificate.
t 

,, rrrrvsrv,

o Copies, certified by a notary pubtic of licenses issued by retevant
gbvernment authority to do business in Japan, United Arab Emirates, United
(ingdom;

. dopies of ticenses issued by the retevant government authority issued to the
tienderer or subcontractor to do business in Thaitand and South Africa;

Ir Verifiabte proof that the company has the financiat strength to perform the
contract having handted roadworthiness inspection for vehictes with a
rfninimum of annual turnover of USD 10 mittion for the last three years,
dpproved audited accounts for the last three years; and

o $worn statement that the company has not fited for bankruptcy.
l

l

3.3.13M/sL Auto Terminal Japan and M/s. Quatity lnspection Services lnc. Japan were
.oniid"r"d responsive to att the pretiminary evaluation requirements, and were
theiefore recommended to proceed for the technical evatuation stage.

Teqhnical Evaluation

The
fottowing information

l

lEvidence of physical presence and technica[ capacity to offer inspection
iservices (For UK, Japan and UAE, where subcontracting is not altowed,
lOiOOett were required to lease not more than 50 per cent of their required
facitities i.e.; Japan - 15 Centers, United Kingdom - 2 centers, UAE - 1

Center);
Accreditation scope of lso 17020:2012 for machinery, mobite equipment,
used spare parts, radiation detection and covers inspection centers;
Experience gained by providing conformity assessment services to
regu [atory authorities;
Quatifications and experience of the company's personnel;
lnformation communication technotogy resources;
Risk management system; and
Professionat Mem bership.

o

a

3.3.14 technicat evatuation stage required the bidding firms to provide the

a

a

a

a

a

a

o
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3.3.15Ctause 2.22.1 of the tender documents required a firm to score a minimum of

70 marks out of 80 marks to considered for the next stage of financial

evatuation. Documentation provided indicated that M/s. Auto Terminat Japan

onty managed to score a total of 40 marks out of the possibte 80 marks and was

therefore disquatified.

3.3.16Reasons for disquatification M/s. Auto Terminal Japan were itemized as

foItows:

o No copies of titte/tease/tenancy agreement attached for inspection center

certified by an attorney in UAE, Thaitand and South Africa. ln Japan there

were 10 copies of tease agreements and 1 copy of titte attached out of the

15 centers required as per ctause 2.22.1 of the bid document;

o Avaitabitity of inspection equipment required to test att parameters

specified in KS 1515:2000 and radiation not provided for att centers. There

was no tist of equipment in United Kingdom, South Africa and Thaitand. ln

Japan there were onty 4 centers with tist of equipment out of 15 centers

which fett betow 50 per cent ownership requirement.
o No evidence of ownership of inspection equipment in United Kingdom.

Attached photos of equipment in the United Kingdom but no traceabitity to
tist of centers provided. Further, there were no seriat numbers, make and

model as per tender requirement). ln Japan there was evidence of

ownership of equipment in 4 centers onty;

o Attached accreditation certificate number 7558 issued by lnternational

Accreditation New Zealand (IANZ), which did not cover machinery,

equipment and radiation inspection in the scope of accreditation;
o Figures provided for contracts awarded on total number of vehictes

inspected for roadworthiness was betow 60,000. The figures provided for
New Zeatand were for Biosecurity and Quarantine inspection and not

roadworthiness);
o Provided evidence of 14 inspectors with Diptoma in automotive engineering

(or equivatent) and driving license for inspectors instead of 20 inspectors;
o Provided evidence of onty 12 inspectors with a minimum of 5 years'

experience instead of 20 inspectors;
o No evidence of on brief exptanation supported by copies of roadworthiness

inspection documents for consignments whose shipment was prevented

fottowing successful profiling in the last 3 years; and

o No evidence that the bidder is a member of a professional body/association
regutating the conduct of inspection bodies (attached recommendation

a

o

a

o

a

a

o

o

o

Ita o

a
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a
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o
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tetter from Japan Used Motor Vehicte Exporters Association (JUMVEA)
which did not indicate any kind of regutation on the conduct of inspection
bodies in its activities.

3'3'17 Mls. Quatity lnspection Services lnc. Japan scored a total of 74 marks out of g0
marks at the technical evatuation, and was recommended to proceed to the
financial evatuation stage. The evatuation committee further recommended
that a due ditigence be undertaken on M/s. Quatity lnspection Services lnc.
Japan in att the countries namely Japan, United Kingdom, United Arab
Emirates, South Africa and Thaitand to confirm the information presented in
the technical proposal and any inconsistencies.

Financfal Evaluation

3'3'18The tender processing committee opened the financiat bids on 22nd December
2017. ln the tender form dated 8th December 2017, M/s. euatity lnspection
Services lnc. Japan offered to provide provision of Pre-Export Verification of
Conformity (PVoc) to Standard Services - Used Motor Vehictes, Mobite
Equipmrent and Used Spare parts for the sum of |JSD 44,903,5g5.

3.3.19Further discussions reveated that the inspection fees quoted per vehicte were
as follows:

lnspection of r{obire Equipment ond used spore ports

3'3'20M/s. Quatity lnspection Services lnc. Japan proposed to charge an inspection
fee of 0.5 per cent of Free on Board (FoB) Vatue per shipment of mobite
equipment and used spare parts subject to minimum of USD265 and a maximum
of USD2700 per unit or consignment. This was the minimum against a set
criteria of a maximum 0.75 per cent of Free on Board (FoB) Value per shipment
of mobile equipment and used spare parts, subject to minimum of USD265 and
a maximum of USD2700 per unit or consignment

lnspectlon of used Rood vehicles ond other off-Rood vehicles

3'3.21The proposed motor vehicte inspection fee in USD charged to the exporter per
vehicle was as fottows as provided for in the requirements for the financial
evatuation:

o
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Table 7: fees Motor Vehicle

proposal for

Royalty fees PoYoble to KEBS

3.3.22Mls. Quatity lnspection Services lnc. Japan proposed to remit to KEBS on

monthty basis royatty fees in the equivatent of 31 per cent of revenue obtained

from inspection of Mobite Equipment and Used Spare Parts, and USD45 for each

Used Motor Vehicte inspected. This was against a set criteria of royatty fees

minimum of 31 per cent of revenue obtained from inspection of Mobite

Equipment and Used Spare Parts, and a minimum of USD43 for each Used Motor

Vehicte inspected.

3.3.23M/s. Quatity lnspection Services lnc. Japan was therefore awarded a total score

of 20 Marks for being within the pricing threshotd. This therefore meant that

M/s. Quatity lnspection Services lnc. Japan the combined score was 94 marks.

3.3.}4Based on the foregoing, the tender processing and evatuation committee

therefore recommended the award of lnternational Tender No.

KEBS/T01912017-2020 for provision of Pre- Export Verification of Conformity

(PVOC) to Standard services: Used Motor Vehictes, Mobite equipment and Used

Spare Parts to M/s. Quatity lnspections Services lnc. Japan (QISJ) who had the

highest combined score of 94 marks out of 100 marks.

3.3.25 Due ditigence exercise was carried out by a team of eight (8) KEBS officiats

between 17th February 2018 and 3'd March 2018 as listed betow

Visiting Japon ond UAE

Mr. Chris Kibett
Mr. Gordon Onjore
Mr. Ken Keya

Ms. Rhoda Kirui

155Japan1

197United Arab Emirates2
275United Kingdom3

2504 Thaitand
225Repubtic of South Africa5

Fees charged in
USDCountry/ ltem
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Visiting UAE

Mr. James Onyiego
Mr. Joab Mbatanya

Visitlng Thoilond

Mr. Birgen Rono
Mr. Brian M'mbwanga

3'3'26 The due ditigence team conctuded in their report to management that
information provided by M/s. Quatity lnspection Services lnc. Japan was found
to be true, complied with the requirements of the tender document and the
company had the capacity to perform the contract.

3'3'27 On.l0th January 2018, the Head of Procurement at KEBS, issued his professionat
opinion recommending the award of the tender to the most responsive bidder
M/s. Quatity lnspection Services Japan lnc. in accordance with Section g4 of
the PFAD Act,2015. A copy of the opinion is attached under Appendix 4.

Tender Appeals, Award and Contract

3.3.28On the same day, 10th January 2018, the Mr. Chartes Ongwae - Managing
Director at KEBS notified the successfut bidder, M/s. Quatity lnspection Services
Japan lnc. of the award of tender. On the same day the unsuccessfut bidder
was atso notified through [etters.

3.3.29On 17th January, 2018, the Pubtic Procurement Administrative Review Board
(PPARB) wrote letter ref: PPRA/ARB/7/14/2018 to the Managing Director of
KEBS informing him that the Board had received a request for review of the
tender for provision of Pre-Export Verification of Conformity (pVOC) to
Standhrd Services: Used Motor vehictes, Mobile Equipment and Used Spare
Parts.

3.3.30In their apptication, M/s. Auto Termina[ Japan Ltd sought for a re-evatuation of
the technical proposats on Section 2.72.1 of the tender document to ensure
fairness and non-discrimination of the evatuation criteria.

3.3.31 On 6th February 2018, the PPARB heard the appeat in the presence of
representatives from both the appticant, KEBS and interested parties. Upon
perusal of the Appticant's tender documents, the Board noted that M/s. Auto
Terminal Japan did not compty with several requirements of the tender
document and consequentty dismissed it and advised KEBS to proceed with the

o
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procurement process to its togicat conctusion. A copy of the ruting of the PPARB

is inctuded under APPendix 5.

3.3.32The contract agreement between KEBS and M/s. Quatity lnspection Services

lnc. Japan was signed on 3d Aprit 2018 for a period of three years effective 15th

Aprit 2018. As part of the contract the special audit hightights that the

inspection fees charged per vehicle and paid under the contract in United

States Dottars were as detaited in the tabte betow:

Table 8: ln fees ch r vehicle and under the contract

Source:

3.3.33Atso, there was inspection service fee charged for mobite equipment and used

spare parts to be equivatent to 0.5 per cent of the FoB vatue subject to a

minimum of USD265 and a maximum of USD2700 per unit of consignment

submitted for insPection.

3. 3.34 Royatty fees charged for mobite equipment and used spare parts shatt be 31 per

cent of the fees charged. Royatty fees per vehicte payabte to the KEBS were as

fottows:

Table 9: fees vehicle

3.4 Finding on lnspection and Documentation Review during Field Visits

3.4.1 The special audit team carried out physicat verification, interviews and

documentation review of the regional sites for atl the bidders to understand

the firms that bid for the lnternational Tender No. KEBS/T01912017-2020 for
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155
1 Japan

192United Arab Emiratesz
775United Kingdom3

2504 Thaitand
225Repubtic of South Africa5

Fees charged in
USDCountry/ ltemNo

45Japan1

45United Arab Emirates2

45United Kingdom3

454 Thaitand
45South Africa5

Fees charged in
USDCountry/ ltemNo
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provision of Pre-Export Verification of Conformity (PVOC) to Standard services:
Used Motor Vehictes, Mobile Equipment and Used spare parts.

3.4.2 Specificatty, the special audit reviewed the detaits of three out of the four
firms that responded to our request for meeting at the various firm,s
headquarters. These were; M/s. Quatity lnspection Services lnc. Japan (elSJ),
M/s. EAA Company Limited and M/s. Auto Terminal Japan (ATJ) Ltd. M/s.
Nippon lnspection Centre Corporation did not respond to our request for a
meeting to discuss the procurement process.

3.4.3 The verification exercise invotved in-depth review and verification of
documents submitted by the contractors during the tendering process, onsite
inspection and observation to confirm ownership and existence of inspection
equipment, and the agents' staff. Further, the speciaI audit team hetd
interviews with both management and [oca[ representatives of the agents in
the setected countries and carried out a watk-through test of the inspection
process and sites used by the agents.

3.4.4 The reviews were atso guided by the common practices of doing business in
certain jurisdictions. For exampte, in Japan, which contributes nearly 95 per
cent of used motor vehicle into the country expects that inspection service
companies to buy or lease [and, however, considering the nature of business, it
does not actuatty pay-off for an inspection company to buy or own [and untess
it is invotved with other logistics of used motor vehicte, tike M/s. ECL Agency
Ltd that is a logistic company and therefore own large parcets of tand around
the ports of Japan. lt's on this premise that the expectation is that:

. lnspection service agents lease tand, then buy and instal.t an inspection
facitity/equipment on the leased [and; or

o Lease an inspection facitity from its owner and operate it with ones' own
staff within ones' own approved procedures; or

. Sub-contract a facility and the staff from another service provider/agent
and pay convenience fee for such services.

3.4.5 The findings are as enumerated per firm betow:

3.5 Findings on M/s. Auto Terminal Japan (ATJ)

3.5.1 The special audit team visited M/s. Auto Terminat Japan (ATJ) offices on 27
February 2019 and meet with the Senior Management of the Company. The
special audit was focused on determining facts regarding ATJs operations as
represented in the technica[ proposal as part of the submission for Tender No:

o

o
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KEBS/TS1912017- 7020, for provision of Pre- Export Verification of Conformity

(pVOC) to Standard services: Used Motor Vehictes, Mobite equipment and Used

Spare Parts.

3.5.2 The focus areas were to understand the operations of ATJ and review

documentations submitted by ATJ for the aforementioned tender. The areas

inctuded:
o The physicat presence of the Company and supporting registration

documents;
o The physicat and technotogicaI infrastructure required to satisfactority

perform services required under this tender in att the requisite jurisdictions;

. Evidence of ownership of the equipment or existing contracts/teases, and

supporting documentation for the same;

o Listing of the equipment at each inspection facitity, with the catibrations

status;
o The human resources required to satisfactority perform services required

under this tender in atl the requisite jurisdictions; and

o Quatity management systems as required by the Accreditation Agency.

3.5.3

3.5.4

3.5.5

Based on the aforementioned, fietd inspections of M/s. ATJ mainty focused on

the authenticity and vatidation of information contained in their documents as

submitted for the Tender No: KEBS/T019/2017- 2020 in the technicat proposat,

being their part futfittment of the tender requirement for each jurisdiction

simitar to the other bidding companies.

The speciat audit interest was atso exacerbated by the fact that ATJ had fited

for a request for a review against the decision of KEBS in the matter of Tender

No: KEBS/T01 912017-2020 f or provision of Pre- Export Verification of

Conformity (PVOC) to Standard services: Used Motor Vehictes, Mobite

equipment and Used Spare Parts at the Pubtic Procurement Administrative

Review Board on 17 January 2018. Further, the special atso noted the same

company M/s. ATJ has atso fited a petition before PPRAB for the decision of

award for tender Number KEBS/T05712015 on 22 December 2014. The review

fited by M/s. ATJ was struck out by PPARB on 30th December 2014, on the
ground that it was fited out of time and that the appticants were to bear their
own cost for the request for review

ln fottowing the tender requirements as detailed in Appendix 6, one of the

most important requirements was for the bidders to provide evidence of
physicaI presence and technical capacity to offer inspection services.
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Specificatly, a bidder had to demonstrate ownership of inspection equipment
and facitities in the jurisdiction that the company is tegatty registered to
perform services required in; Japan, United Kingdom and United Arab Emirates.
Further, the tenderer had the option to sub-contracts in Thailand and South
Africa. For UK, Japan and UAE, where subcontracting is not a[[owed, bidders
were required to lease not more than 50 per cent of their required facitities
i.e.; Japan - 15 centers, United Kingdom - 2 centers, UAE - 1 center),,.

3.5.6 This means the speciat audit focused its review on the documents versus the
evidence by the bidders to corroborate the physicat and technological
infrastructure required to satisfactority perform services required under this
tender in Japan, United Kingdom and United Arab Emirates where
subcontracting is not attowed. The findings for each jurisdiction is as
enumerated betow.

Auto Terminal Japan (ATJ) - Japan Headquarters

3.5.7 The special audit noted the physica[ presence of M/s. Auto Terminal Japan
(ATJ) in Japan and confirmed the fottowing in regards to the tegitimacy of the
registration documents onsite against the documents submitted in the tender.

3.5.8 The special audit noted confticting information regarding M/s. Auto Terminal
Japan (ATJ) proposal as it tisted Mr. Mamoru Fujie as the sote Director
tAppendix 7a - d) of the company as part of the confidentiat business
questionnaire. Other detaits provided in the technical proposals hightighted
that Mr. Tetsuro Shirahama was tisted as the owner of the company with 100
percent shares but not included as a director in the confidential business
questionnaire, and list of directors which were not part of the confidentiat
businbss questionnaire are per the tabte betow:

3.5.9 The tender documents atso indicated that it was a serious offence to provide
fatse information, and therefore M/s. ATJ shoutd be subjected to the
proceedings of the having committed the offence of not providing accurate or
confticting information in their confidentiaI business questionnaire.

T*le 110: List of other Directors of ATJ as attached in the technical

Dr. lsaac Katua Kenya Africa Director, Africa
Witson Mutabazi British Europe/UK rector, ATJ lnspection UKDi

Ltd.
Nithut Lakshmanan lndian UAE Director, ATJ Auto Services

Name Nationality Coverage Title

o
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3.5.10M/s. Auto Terminal Japan (ATJ) had listed their Offices as per the tabte betow.

The speciat audit confirmed the physical presence of the Head Office and

confirmed their addresses as listed in the tabte betow. The lease documents

and records of rent payments were verified by the special audit team to
confirm they had been occupying the facitities in question.

Table 1 1: List of Offices of ATJ

3.5.11The special. audit noted that ATJ faited to meet the threshotd of the tender as

they didn't have the physicat and technotogical infrastructure required to
satisfactority perform services required under this tender in Japan. The special

audit noted that ATJ onty owned four (4) inspection centers, and additionatty

had eight (8) other contracted inspection centers through "corporate
partnerships". This was against the set criteria for Japan where subcontracting
is not attowed, and therefore bidders were required to lease not more than 50

per cent of their required facitities i.e. Japan - 15 Centers.

3.5.12out of the list of sixteen (16) inspection lines that were purported to be

stationed in twetve (12) inspection centers, attached under Appendix 8, the
special audit sampted, visited and confirmed the presence of Tokyo-Bay Main

Office in Kisarazu, Tokai and Nagoya Branch Office.

3.5.13For the Tokyo-Bay Main Office based in Kisarazu, it was noted there was an

agreement between Kisarazu Comprehensive Hote Sate Commerce Housing

Comptex Cooperative Association and M/s. ATJ for leasing of the facitity
addressed as 1-17-69 Shiohama Kisarazu-city, Chiba-Japan, effective 1 Aprit

o

YesAutoterminat Japan Ltd.
Tokyo-bay East Main Office
1-17-69 Shiohama Kisarazu- City
Chiba 292-0838 Japan

Yes

99 Ishizuka Chikarao Tado'cho
Kuwana Mie
511-0125 Japan

Tokia Branch Office

NoKobe Branch Office
1 Mayafuto Nada-ku Kobe
657-0854 Japan

Yes

8-2 Hasshoukawata
Shirrahama-cho Tsushima-city
Aichi 496-0016 Japan

iceNagoya Branc

VisitedOffices
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2011, with the purpose to provide inspections services using its inspection
facitities for Roadworthiness lnspection for export of used motor vehicles, seeAppendix 9. This meant it contradicted the information provided that thefacility actuatty betongs to M/s. ATJ or whether it was futty teased from
Kisarazu Comprehensive Hole Sate Commerce Housing Compl.ex Cooperative
Association. Further anatysis reveated a simitar arrangement with Kobe City
Government agreement signed on 1 August 2011 where the facitity was atso
teased by M/s. ATJ which cast doubt of this lease arrangement, see Appendix
10.

3'5'14An on-site visit to M/s. ATJ office in Tokai hightighted a large parcel of tand
with other togistics operations inctuding ctearing and forwarding agents. With
this parcel of land being owned by M/s. ATJ, it cast doubt on their invotvement
with only Road Worthiness lnspection of used motor vehictes for export.
Further scrutiny hightighted that the attachment was evidence of purchase of aparcel of [and approximatety 20,000 square meters at Jpy555,000,000
(USDSMittion), see Appendix .t 1.

3' 5' 15 A visit to the Nagoya inspection facitity located at B-Z Hasshoukawata
Shirrahama-cho Tsushima'city Aichi 496-0016, reveated no activity and a
ditapidated structure that had seemingty been idte and with no staff presence.
White these had been noted to be an owned inspection center, the facitity did
not exhibit a state-of-the-art testing equipment as atteged in the technical
proposal of the tenderer. With the [eve[ of ditapidation, it was difficutt to
identify the seriat numbers of the equipment or confirm if the testing
equipment had been catibrated.

3'5'16The special audit also noted that white the separate lease agreements between
M/s. ATJ and M/s. Ftash rise Co, LTD, M/s. Nagase Auto lnc, M/s. Daiei Jidousya
Kogyo Co Ltd, M/s. Hotta Auto Aichi Co, Ltd, M/s. Guttiver lnternationa[ Co,
Ltd. M/s. Kojima Corporation and M/s. FWT Logistics Co, Ltd provided that on
every 1Oth date of the month an invoice witt be raised to M/s. ATJ by att these
entities to confirm activity, however, there was no documentary evidence or
invoices raised by these sampted companies to M/s. ATJ to vatidate the
authenticity of the [eases and inspection activity at the leased locations. Which
therefore cast doubt on the technical proposats that misrepresented M/s. ATJ
to be undertaking 1,500 and 1,380 monthty inspections in owned and partner
facitity respectively, see Appendix 1 2.

3.5.17 White undertaking on-site inspection, the speciat audit noted that M/s. ATJ had
indicated to have leased 2 inspection lines from M/s. Ftash rise Co, LTD,
effective 20 January 2015, with the purpose of providing an inspection facitity
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for Roadworthiness lnspection for export of used motor vehictes. The special

audit however noted the fottowing white visiting the Ftash Rise yard:

o The site had two inspection lines; one of the lines belonged to M/s. Ftash

Rise Ltd., and the other Line betonged to M/s. QISJ who were actuatty

undertaking inspections during the time of fietd visit.

o This therefore cast doubt on the authenticity of the technical proposal

by M/s. ATJ for misrepresenting to have leased two inspection facitities

from M/s. Ftash Rise Ltd and indicating to be undertaking inspection for

1,380units Per tine.

3.5.18Further review and verification of the tist of the inspection centers and the

physicat and technotogical infrastructure in each of the regions reveated

inconsistencies between the sworn affidavit by the Managing Director of M/s.

ATJ, dated 7 December 2017, where it confirmed that M/s. ATJ onty had ten

(10) inspection centers instead of the purported twetve (12). This sworn

statement atso misted the tender as the tisting repeated the agreement

between M/s. ATJ and M/s. Nagase Auto lnc. Despite onty having sworn to have

onty ten (10) inspection centers, M/s. ATJ provided agreements for twetve (12)

centers which cast doubt on the authenticity of the said lease agreements.

3.5.191n understanding the overatl capacity of M/s. ATJ to provide inspection

services, the speciaI audit retied on the representation of the technical

proposal of M/s. ATJ where it was indicated that each of the owned inspection

lines were undertaking 1,500 inspections and leased ones undertaking and

1,380 inspections monthty as represented under Appendix 12 as

aforementioned. lt was however noted that this may not have been practical to

have a consistent number of inspection of motor vehicte on atl centers.

3.5.20It is on this background that the specia[ audit therefore confirmed that M/s.

ATJ faited to meet the technotogy threshotd of the tender as they didn't have

the physical and technotogica[ infrastructure with a tisting and catibration of

the equipment required to satisfactorily perform services required under this

tender in JaPan.

3.5.21The speciat audit noted that M/s. ATJ attached as part of its technical proposal

a transtated version of its license issued by the Japan's Ministry of Land,

lnfrastructure, Transport and Tourism (MILTT). The copy and duly notarized

transtated accreditation under Appendix 13, ctearty stated that M/s. ATJ was

in the business of maintaining motor vehictes. Additionatly, the Accreditation
statements by M/s. ATJ confirmed being a recipient of the Type A
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accreditation which gave the company the added benefit and advantage of
being abte to provide diagnostic services onsite. These confticted the sworn
statements, dated 7 December2017, which were also attached stating that the
company was not confticted. This was therefore against the tender
requirement where bidders were not expected to be a conftict of interest.

3'5'22Under Section 10 of the verifiabte proof of financia[ strength to perform the
contract, M/s. ATJ attached the audited accounts for the past three years. The
specia[ audit noted that in the statements of accounts detaits retating to sates
from Domestic and Export business which was approximatety 82 per cent of the
total companies revenues (sates of export JPY427,414,033 out of totat revenueof JPY521 ,391 ,887). The company atso disctosed having consumption tax
receivable, which woutd onty be for companies engaged in export business. The
statements atso disctose accounts payabte and receivabte to companies tike
M/s. Japan Forwarding Agency Ltd. And M/s. Jacanna Customs & Freight and
their relationships coutd not be ctearty exptained by M/s. ATJ management.
These coutd therefore be possibte confticting the expectations of the tenderer
to undertake inspection services.

3'5.23on enquiry on potential conftict of interest between M/s. Japan Forwarding
Agency Ltd and M/s. ATJ, the speciat audit noted that Mr. Mamoru Fujie, CEO
of ATJ Ltd was a director of Japan Forwarding Agency Ltd for the period from
September 2013 to February 2015 as noted under Appendix 14a, this was a
ctear conftict of interest and information was not disctosed to KEBS white M/s.
ATJ was a service provider for the third cycte of contract between ZOLZ - 2015.
Further scrutiny noted records of ATJ having been granted a permit for customs
ctearance business effective 1Oth January 2007, by the Director of yokohama
Customs - Mr. Hiromichi Tanigawa for the Tokyo-Bay area, see Appendix 14b,
which exacerbated the potential conftict of interest for the said company being
invotved in export business.

3.5.24The special audit atso noted M/s. ATJ had atso invested on an lT infrastructure
platform for efficiency. The team undertook a walkthrough of the system and
experienced a live demonstration of how to on board new ctients, make
requests f or inspection, tracking progress of inspection reat-time. Other
discussion with management noted that M/s. ATJ is currentty undertaking
Roadworthiness inspection of used motor vehictes for Zambia, Tanzania and
most recentty was awarded a tender as the sole inspector of used motor
vehictes to Jamaica. Further, M/s. ATJ atso provides bio-security inspection on
behatf of Ministry of Agricutture and Forestry of New Zeal,and and the
Department of Agricutture water and Resources of Austratia.
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Auto Terminal Japan (ATJ) - United Kingdom

3.5.25M/s. ATJ had indicated to have presence in the United Kingdom. ln determining

the physical presence of M/s. ATJ in the United Kingdom, the team visited the

ATJ UK Office on 13th March 2019, to meet with the toca[ staff as indicated in

the technical proposal submitted to KEBS. The special audit noted that M/s.

ATJ does not own any inspection centers nor had they contracted an inspection

center (s) through "corporate partnerships" against the requirement for the

United Kingdom where subcontracting is not atlowed, and therefore bidders

were required to lease not more than 50 per cent of their required facitities

i.e. United Kingdom - two (2) centers. See Appendix 15 for evidence provided

as listing of owned or leased facitities.

3.5.26The special audit further searched for record of M/s. ATJ in the United

Kingdom and anatyzed its activity which were not represented or

misrepresented in the technical proposal. This information was obtained and is

stitt avaitable under the companies records in the United Kingdom (find a

company https: / / .comoanieshouse.qov .uk/companv/09 300209/fitine-

historv. This is summarized as betow:

3.5.27Mls. ATJ lnspection UK Ltd was registered on 11th December 2017 just six days

before the tender ctosing date of 17th December 2017. The company

registration document indicated it had a registration number 11105092 with Mr.

Peter Vataitis tisted as the sote director and sharehotder of the company. The

special audit noted that Mr. Peter Vataitis was not identified anywhere in the

technical proposal of M/s. ATJ and even ceased as being a director of the

company on the same date of its registration, 11th December 7017, and

therefore the was no evidence of affitiation between these two companies,

M/s. Auto Terminal Japan Ltd and M/s. ATJ lnspection UK Ltd. This means that

as at the time of the tender submission and ctoser there was company

affitiated to M/s. ATJ in the United Kingdom. see Appendix 16.

3.5.28|n vatidating the physicat presence of M/s. ATJ lnspection UK Ltd, the tenderer

attached a tetter from an Attorney, M/s. Drake & Scotl Soticitors. The letter
dated, 8th December 7017, was meant to confirm the existence of M/s. ATJ

lnspection UK Ltd, and its affitiation with M/s. Auto Terminal Japan. Firstty,

this was not a company registration as per the requirements of the tender.

Secondty, the letter confirmed the Soticitor having retated with the ctient for

the past two years. However, a search for the Soticitor in the United Kingdom

(find you soticitor http://soticitors.lawsocietv.orq.uk/ yietded no resutts as the

firm did not exist, which coutd mean the document was forged and thus

fraudutent see Appendix 17. Registration documents actuatty identified the
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agents of M/s. ATJ lnspection UK Ltd as Duport Associates Limited and not M/s.
Drake & Scott Soticitors.

3.5.29 To further corroborate and vatidate or determine the physicat presence of M/s.
ATJ in the United Kingdom, an interview was convened with Mr. Witson
Mutabazi ' Director, ATJ lnspection UK Limited, on 13th March 2019, at a
location, Ctipper House, Titbury Free Port - Titbury, United Kingdom RM 1g 7SG,
which was not the address identified in the technicat proposal and therefore
not the Office for M/s. ATJ in the UK. A request to visit any of the purported
lnspection Centers was not granted on revetation by Mr. Witson Mutabazi that
such facility did not exist.

3.5.30A request to atso visit any of the purported partners of M/s. ATJ lnspection UK
Ltd was not granted either. For example, a company identified as M/s. JLS
lnvestment Group tocated at Unit 11, lndustriat Comptex Titbury port, Titbury
Essex RM18 7JB United Kingdom could not be located despite an existing
agreement attached to the technical proposat, dated November 1, 2014. Fietd
inspection noted that this same unit was being used by a different company
named M/s. Dry Docks Autos.

3.5.31 As a part of the technicat proposal the special audit atso noted M/s. ATJ
attached tease agreements signed by M/s. Autoterminal Japan UK Ltd., a
company that does not exist and had ceased effective 9th February 2016. This
means atl the tease agreements attached were not binding and therefore
misleading to the procuring entity. For exampte, a sampte review of a lease
agreement with Vehicle Approvat.com, dated 14 November 2014. The address
of this company was noted as Opp 44 Berth, Titbury, Freeport Essex RMlg 7EH
United Kingdom. However, a visit on the said address reveated that no such
company existed at the said location. This cast doubt on any existing
retationship between Vehicte Approvat.com and M/s. ATJ Japan (UK) Ltd.

3.5.32 Further scrutiny of the documentation fited as [ease agreements noted that
there was no amount indicated on any of the contract which reatty cast doubt
on the authenticity of the said agreements with the said companies; M/s. JLS
lnvestment Group for Unit 11, lndustriat Comptex Titbury Port, Titbury Essex
RM18 7JB United Kingdom and M/s. Vehicte Approvat.com, for; Opp aA Berth,
Titbury, Freeport Essex RM18 7EH United Kingdom, Kteer House, Sheerness
Docks Sheerness MEl2 1 RS United Kingdom and Unit 1, Estuary Works, Wotton
Avenue, FetixStowe Suffotk lp11 3HH United Kingdom.

3.5.33|n regards to the emptoyees in ATJ United Kingdom, the speciat audit noted
that M/s. ATJ had tisted its Offices in the United Kingdom having Mr. Mark Bead
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- Test Centre Manager, Mr. Andy Burvitl - Vehicte lnspections Manager, and Mr.

John Wittiamson - without a titte, whom were att emptoyed in 2014. However,

on enquiry none of the emptoyees were avaitabte on-site and cast doubt on the
authenticity of the emptoyees [isted in the had been engaged with technical
proposat.

Auto Terminal Japan (ATJ) - United Arab Emirates (U.A.E)

3.5.34|n determining the physical presence of M/s. ATJ in the United Arab Emirates

(UAE), the speciat audit requested to visit the ATJ UAE Office, 5th March 2019,

to meet with the staff as indicated in the technical proposal submitted to
KEBS. The speciat audit noted that M/s. ATJ attached a reservation name as

indicated under Appendix 18, with no further details to demonstrate that it
owns any inspection centers nor had they contracted an inspection center (s)

through "corporate partnerships" against the requirement for the UAE where
sub-contracting is not attowed, and therefore bidders were required to tease

not more than 50 per cent of their required facitities i.e. United Arab Emirates
- one (1) centers.

3.5.35This is despite ATJ having indicated in their proposal to own an inspection
centers in the UAE which coutd not be verified. See Appendix 19 for evidence
provided as listing of owned or leased facitities. The speciat audit atso noted an

existing leased document as evidence of existing operations within the United
Arab Emirates. The lease documents dated 27 May 2014 was actuatty signed

between M/s. Green Coast Rea[ Estate and M/s. Pa[ Auto Garage signed on 1st

June 2014 and did not demonstrate any retationship with M/s. ATJ. This
therefore cast doubt on the physicat presence of M/s. ATJ in the UAE. White
M/s. ATJ atso listed Mr. Nithul Lakshmanan as a director for ATJ Auto Service,
it was noted he was an emptoyee of M/s. PAL Auto Garage (PAL).

3.5.36The above notwithstanding, the special audit further meet with Mr. Nithut
Lakshmanan of PAL Auto Garage in the presence of one of ATJs Director in
charge of Africa to understand the existing retationship between M/s. ATJ and

M/s. PAL Auto Garage (PAL) in case the facts were not represented or
misrepresented in the technical proposat. The speciaI audit noted and

corroborated the fottowing:

There was no company existing in the UAE prior to the submission of the
technicat proposat. The attached documents retated to a trade name
reservation certificate which indicated this was stitt work-in-progress to
have a company set up in the UAE for purposes of the tender.
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On enquiry, the certificate of incorporation had not been issued as at the
time of fietd work on 5th March 2019 despite the trade name reservation
certificate having been issued on 28th November 2017 , with a reservation of
M/s. ATJ Auto Services.

These atl confticted the sworn statement dated 11th December 2017, by the
MD of M/s. ATJ indicating that they had submitted an original registration of
M/s. ATJ Auto Service. The tradenames business activity was identified as
car registration and transfer services.

Enquiry on the operations of PAL Auto Garage (PAL) indicated that pAL was
a garage with operations which inctudes; mechanicat works, computerized
vehicte fautt diagnosis, regutar maintenance works, chassis repairs, dent
repairing and painting, wheel atignment and balancing among others. This
was atso confirmed on the company brochures Attached under Appendix
20.

The aforementioned confirmed that PAL Auto Garage (pAL) actuatty deats
with motor vehicte repairs and woutd therefore be in conftict if they were
to engage in motor vehicte inspection against the requirements of the
tender.

A service contract provided to demonstrate the retationship between pAL
and ATJ being specific to inspection services was noted to have expired on
30 Aprit 2017 and therefore coutd not be used as evidence of an existing
retationship for purposes of the special audit. See excerpt of the contract
under Appendix 21.

The special audit atso noted that on 25th November 2017, M/s. ATJ Ltd.
signed a sate agreement purporting to have bought the testing equipment
from PAL Auto Garage, see Appendix 22; Testing [ane, headtight tester,
efnission testers for petrol and diesel respectivety, brake tester, side stips,
and shock absorber. This was confirmed to be fatse as audit inspection and
discussions with Mr. Nitsut Lakshman, Manager of PAL Auto Garage reveated
that the above equipment is stitt owned by M/s. PAL Auto Garage and motor
vehicte services is being carried out Pa[ Auto Garage emptoyees. Further,
tl'lere was no evidence of payment for the equipment which coutd impty the
document was forged.
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Auto Terminal Japan (ATJ) - South Africa

3.5.37Due to constraint of time, the specia[ audit coutd not visit the ATJ agents

based in Durban South Africa. This has atso been noted under section 2.9 on the
Limitation of the speciat audit.

3.5.38Overatt, these atl means that ATJ faited to meet the threshotd of the tender as

they didn't have any physical and technological infrastructure required to
satisfactority perform services required under this tender in the United

Kingdom, Japan and the United Arab Emirates. lt further had gross

misrepresentation on its technical proposat and shoutd therefore be subjected

to the proceedings of the law as they contravened Section 41 (1 ) (h) of the
Pubtic Procurement and Disposats Act, 2015, and in such events recommend

that it woutd be appropriate for retevant institutions to initiate debarment
proceedings against such bidder(s). Further, these contravene the ethos of the
sworn statement by the bidder, M/s. ATJ had sworn statement that the
company or its associated companies is not associated with any business that
may lead to a conftict of interest, and that the tenderer has given futt
disctosure of its directors and associated companies. This questioned the
authenticity of the documents attached as part of the technical proposats and

indicated a serious red ftag on the credibitity of M/s. ATJ as a company.

3.6 Findings on lrt/s. EAA Company Limited

3.6.1 The speciat audit team visited the Mis. EAA Company Limited offices on 26th

February 2019 and meet with the Senior Management of the Company. The

speciat audit was focused on determining facts about EAAs operations as

represented in the technical proposa[ as part of the submission for Tender No:

KEBS/TO1912017- 7020, for provision of Pre- Export Verification of Conformity
(PVOC) to Standard services: Used Motor Vehictes, Mobite equipment and Used

Spare Parts.

3.6.2 The focus areas were to understand the operations of the EAA and review
documentations submitted by EAA for the aforementioned tender. The areas

inctuded:
o The physical presence of the Company and supporting registration

documents;
. The physicat and technologicaI infrastructure required to satisfactority

perform services required under this tender in a[[ the requisite jurisdictions;

o

.,
O

o

o

o

o

a

o

a

o

o
56

o



a

o

o

o

a

a

a

a

o

o Evidence of ownership of the equipment or existing contracts/teases, and
supporting documentation for the same;

o Listing of the equipment at each inspection facitity, with the catibrations
status;

' The human resources required to satisfactority perform services required
under this tender in att the requisite jurisdictions; and

' Quatity management systems as required by the Accreditation Agency.

3'6'3 The special audit noted that M/s. EAA Company Limited never fited for any
review against the decision of KEBS in the matter of Tender No:
KEBS/TO19/2017- 2020 as they confirmed being content with the decision of
KEBS of not meeting the requirements, having faited at the pre-liminary
evatuation stage. M/s. EAA however, fited for a request for a review against the
decision of KEBS in the matter of Tender No: KEBS/T057 /2014-ZO1S, for
prwision of Pre- Export Verification of Conformity (PVOC) to Standard services:
Used lvtotor vehicles, Mobite equipment and Used spare parts.

3.6.4 Despite this, the management of M/s. EAA Company Limited however confirmed
their interest to be a part of the special audit by avaiting staff and
documentation to facititate the special audit processes as participants of the
tender No: KEBS/T019/2017-2020 with an objective of understanding areas of
improvement for subsequent tenders. Fietd inspections of M/s. EAA Company
Limlted was therefore atso focused on the authenticity and vatidation of
information contained in their documents as submitted for the Tender No:
KEBS/TO19/2017'2020 in the technical proposat, being their part futfittment of
the tender requirement for each jurisdiction simitar to the other bidding
companies.

3.6.5 In fottowing the tender requirements, one of the most important requirements
was for the bidders to provide evidence of physical presence and technical
capacity to offer inspection services. Specificatty, a bidder had to demonstrate
ownership of inspection equipment and facitities in the jurisdiction that the
company is tegatty registered to perform services required in; Japan, United
Kingdom and United Arab Emirates. Further, the tenderer had the option to
sub-contracts in Thaitand and South Africa. For UK, Japan and UAE, where
subcontracting is not attowed, bidders were required to lease not more than 50
per cent of their required facitities i.e.; Japan - 15 Centers, United Kingdom - 2
Centers, UAE - 1 Center)".

3.6.6 This means the special audit focused its review on the documents versus the
evidence by the bidders to corroborate the physicat and technotogicaI
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3.6.7

3.6.8

3.6.9

infrastructure required to satisfactority perform services required under this

tender in Japan, United Kingdom and United Arab Emirates where

subcontracting is not atlowed. The findings for each jurisdiction is as

enumerated below.

M/s. EAA Company Limited (EAA) - Japan Headquarters

The speciat audit noted the physical presence of EAA in Japan and confirmed

the fottowing in regards to the [egitimacy of the registration documents onsite

against the documents submitted in the tender:

M/s. EAA Company Limited (EAA) is privatety owned company with its head

office located at the physical address; 1'20-5-101, Rinkan, Yamato-shi,

Kanagawa-Ken, Japan 242-0003. The company was incorporated on 6 Juty 2007 ,

with a company registration number 0210-01-029586. The CEO/President and

sote sharehotder of the company then was Mr. Guku Prosper Japhet. The

special audit atso noted that EAA had a branch office located at YCC 1608, 22

Daikoku Fotou, Tsurumi, Yokohama, Japan. The special audit reviewed the

tease document and records of rent payments to confirm they had been

occupying the Office for some time.

The speciat audit noted the company names changed as fited in the registration

documents. lt was noted that East Africa Automobite Services Company

Limited changed to EAA Company Limited in an effort to rebrand to get

business out of the East African Community as per management. This name

change was confirmed on the certificate of name change dated 27 October

2017.
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3.6.10|t was atso noted that prior to the name change the company undertook
inspection services for motor vehictes to Uganda, Tanzania and Zanzibar.

Subsequent to the name change, EAA has since on-boarded pre-export

inspection business in Zambia, Mauritius, and in atso the onty Service Provider

for inspection of motor vehicte to the Bahamas. The Director atso registered a

name change from Mr. Guku Prosper Japhet to Mr. Sugai Prosper, which was

noted to be customary when one becomes a Japanese citizen.

3.6.11The registration documents reveated that the EAA Company Limited was

licensed to conduct the fottowing businesses:

. Export inspection business of a used car;

. Consutting services of the commerciat transaction of a domestic company,

and the overseas government and company, and atl other businesses related
to the above.
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3'6'12The tenderer listed having (17) inspection centers in Japan in its technical
proposat. EAA atso provided a receipt as evidence of purchasing 17 inspection
facitities/equipment. The tisting provided in the technical proposat is attached
under Appendix 23- However, the company onty provided eight leases
agreements as part of the technical proposa[ which inctuded:

' Lease between Run Gtobat co. Ltd. (Nagoya) and EAA;. Lease between Moji Kuon co. Ltd (Kita-Kyusyu, Moji) and EAA;. Lease between sankyu co. Ltd (Kita-Kyusyu, Kanda) and EAA;o Lease between Mitsui soko co. Ltd (yokohama) and EAA;. Lease between Nippon Express co. Ltd (Kawasaki) and EAA;

' Lease between ECL Agency co. Ltd. (osaka) and EAA;o Lease between ECL Agency Co. Ltd. (Kobe) and EAA; and. Lease between ECL Agency co. Ltd. (Kisarazu) and EAA.

3.6.13These lease agreements are atso attached under Appendix 24 (a - h). These
eight leases did not demonstrate how the 17 equipment purported to have
been purchased were distributed to the twelve (12) inspection centers.

3.6.14out of the tist of seventeen (17) inspection equipment that were purported to
be stationed in twetve (12) inspection centers, the speciat audit sampted,
Yokohlma, Kisarazu, and Nagoya and the Offices as per the table below:

Table 2: List of Office of EAA Limited

,l

o

1 -20-5-101, Rinkan, Yamato-shi,
Kanagawa-Ken,
Japan 242-0003

EAA Head Office No

Yokoha
YCC141 Ts

Yma CC eOffic
1 22 aDi ftutokokut uru mi Kut ,

a-Shi KaY a-Ken

Yes

No

lzumi, Hasshoukawata Higashi-Ku,

Nagoya
2-28-12

ice

Nagoya- Shi
Aichi-

No

Offices Visited

o
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3.6.15|n visiting the Nagoya Region where M/s. EAA had indicated to own an

inspection facitity, EAA management opted to have the team visit a leased

facitity from M/s. Ftash Rise Limited. The [ease agreement provided in the

tender documents for an existing retationship between M/s. EAA and M/s. Ftash

Rise indicated that EAA had tisted the facitity and not the land which was

confirmed to have been fatsified as the lease agreement attached was between

M/s. EAA and M/s. Rungtobat Co. Limited (Nagoya), see Appendix 24 a. The

inspection further reveated no activity by EAA and EAA Senior Management

coutd not identify the facitity they purported to have leased, it was noted that
one of the inspection tines actuatty betonged to QISJ lnc., who was actuatty

undertaking reat-time inspection at the time of our visit on 1't March 2019. The

was no presence of EAA staff noted either.

3.6.16The speciat audit team also sampted and engaged one of the agents According

to the tist of leased contracts M/s. ECL Agency Ltd. and a meeting with ECL

was prompted by the fact that two of the bidders ctaimed to have contracts

with M/s. ECL Agency Ltd. ECL was noted to be a logistic company where

inspections companies lease land or equipment's for inspections. M/s. ECL

Agency Ltd. agreed to the meeting and actuatty disowned the EAA teases

presented to the special audit team for verification. M/s. ECL confirmed that
they do not have any lease agreements with M/s. EAA but onty had an

agreement with company catled M/s. Hamanasu Company Limited.

Furthermore, ECL confirmed EAA uses the staff of ECL to perform inspection
service for other countries. This scenarios exacerbated the doubt as to whether
M/s. EAA reatty does inspections by itsetf or sub-contracts using other service
providers staff.

3.6.17 EAA Company Limited indicated in their proposal to have a total of twenty-five
(25) members of staff consisting of fifteen (15) inspectors and one Quatity
Manager stationed in Tokyo/Yokohama, Nagoya and Osaka/Kobe/Kyushu. There

was no tisting of staff assigned in Kisarazu, Kawasaki, Kitakyushu and Moji. The

special audit further noted there were no staff assigned to any of the
mentioned regions and management noted that att these technical staff were
on contract and were onty on boarded when there was inspection services

needed for those regions. lt therefore cast doubt as to the staff capacity and

equatty att the accreditation attached for the key staff coutd not be vatidated
as no originats/notarized copies were provided to prove the quatifications and

therefore cast doubt as to the staff competency.

3.6.18The special audit atso noted EAA had atso invested on an lT infrastructure
platform for efficiency. The team undertook a watkthrough of the system and
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experienced a [ive demonstration of how to on board new ctients, make
requests for inspection, tracking progress of inspection reat-time.

3.6.19The speciat audit atso noted that EAA was one of the com panies accredited to
the coveted ISO/|EC 17020:2012 by the Japan Accreditation Board (JAB). The
accreditation was first issued in 11 November Z01Z prior to the name change.
However, interviews with senior management confi rmed that the Accreditation
of ISO 17020:2012 was once cancetted by JAB effective 27th November 2014, for
reason which management of EAA coutd not disctose. The special audit however
noted that their accreditation certificate was reinstated on 9th November 2016
and was to be vatid until 31st Juty 2020. A search on the authenticity of the
documents under the JAB website under
ht a or.

a

em/iso/searchl yietded no resutts.

3'6'20The special audit atso verified for potential conftict of interest between M/s.
Rosper lnternational Co. Ltd and M/s. EAA. ln an interview with Mr. prosper
Sugai, the CEo of EAA, confirmed he was not aware of the said company nor
having been involved as a director. However, a search of company records in
Japan actualty confirmed that Mr. Prosper Sugai was the owner of Rosper
lnternationat co. Ltd. for the period from 18th November 2002 to lgth August
2014, see Appendix 25. The objectives of M/s. Rosper lnternational Co. Ltd as
per the attached certificate was listed among others as:

t Purchase and sate and export of used cars, used motorcyctes, used car
parts, used compressors, used crane trucks, etc;

. Purchase and sate and export of used items; and

o lmporting and sates of beauty devices and cosmetic items.

This was a ctear conflict of interest and information that was concealed to
KEBS when the EAA was tendering for the current contract and a service
provider in the past contract cycte.

M/s. EAA company Limited (EAA) - united Kingdom Branch

3.6.21The special audit noted that there was timited information regarding the
tegatity of the company in the United Kingdom, except for the physicat address
in the technicat proposat. A visit was confirmed and an interview hetd with EAA
Management on 1 2th March 2019, in Titbury, United Kingdom.

3.6.221n an effort to determine the physicat presence of M/s. EAA in the United
Kingdom, the speciat audit searched for ontine records of M/s. EAA in the

a

o

61



o

a

o

o

a

a

o

United Kingdom and anatyzed its activity which may not have been presented

or misrepresented in the technical proposat. This information was obtained and

is stitt avaitabte under the companies records in the United Kingdom (find a

company httos: / / beta.companieshouse qov.uk/com oanv/09300209 /fitinc-

historv . This is summarized as betow:

. EAA CO LTD LIMITED, company number 10341831, was originatty registered

on 23 August 2016 as a private company timited by shares. The sharehotder

were; Mr. Prosper Sugai (80 percent) and Mr. Seth Nguku (20 per cent).

Having noted an error in the naming of the company, it necessitated the

company to pass a resotution to change its name to EAA Automobite Ltd,

effective 1 September 2016. The renamed company was located at Capstan

House Titbury, Freeport Titbury, Essex, Engtand RM18 7SG. See Appendix

26.

o Effectivety, 7 November 2016, barety two months after registration, Mr.

prosper Sugai who was the majority sharehotder (80 percent) transferred his

shares to Mr. Seth Nguku who eventuatty became the sote sharehotder of

EAA Automobite Ltd with 100 per cent sharehotding, on the same date, Mr.

prosper Sugai ceased to be a director of the company. This means the

company was officiatty a standatone with no affitiation with M/s. EAA

Company Limited by either common directorship or even sharehotding a fact

that was atso misrepresented in the technicat proposal as it was noted that

the EAA Automobite Ltd was a branch. See Appendix 27,

3.6.23The speciat audit noted that EAA does not own any inspection centers against a

required one (1) owned inspection center. The special audit also faited to
confirm that EAA had contracted an inspection center (s) through "corporate
partnerships" against a required minimum of one (1) to bring the totat of two

(2) as per the tender specifications. This is despite having indicated in their
proposal to have leased (2) inspection facitities at Woodhouse MOT 96A, London

and Unit Titbury lndustriat, Freeport Titbury, Essex, Engtand RM18 7HB, in the

United Kingdom, which were not verifiabte.

3.6.24However, EAA attached a lease deed dated 1 May 2014, Appendix 28, which

seemed forged as there was no presence of EAA in the United Kingdom at the

time. Simitar tele conversations with the Port Manager of Titbury Mr. Cox

Laurence confirmed that the Company EAA was not a tenant in any of the

identified premises on facitities as indicated on the technicaI proposat.

Therefore, this cast doubt on any existing retationship or business in the United

Kingdom.
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3.7.20As part of the technical proposat, QISJ reported to be owning inspection

equipment used in eteven (11) inspection centers as Listed in the tabte betow.

Equipment in the remaining four (4) inspection centers namety; Hakata, two

centers in Kitakyushu and Yokohama were teased'

Tabtt I t: Listi of owned in on centers SJ

3.7.21To vatidate the aforementioned, the review focused on the documentation to

verify the existence and to prove the presence of the said inspection centers

that were either owned or leased by QISJ in Japan. Assurance was obtained

from receipts and invoices of the on-going rental payment and fees for the

leased premises. The team confirmed that these machines were performing the

activities as required under KS 1515:2000 and att the equipment were modern

o

KAWASAKIagashiOgishima, Kawasa

aki-shi, Kanagawa

ki-ku,
QISJ KAWASAKIKANTO1

YOKOHAMA3-21 Daikoku-cho, Tsurumi-

okohama'shi, Kanagawa

ku,
KANTO7

YOKOHAMA1 5 Daikoku-Futou, Tsurumi'
-shi, Kanagawa

ku,

maaKANTO
QISJ YOKOHAMA

DAIKOKU FUTOU
3

KISARAZU14-1 Shin Minato, Kisarazu-shi,

hibaKANTO qrsJ KISARAZU4

KISARAZU104 Shin Tomi, Futtu-shi, ChibaKANTO QISJ FUTTU

HITACHINAKA38 Terunuma, Touka-mura,

Naka-gun, lbarakiKANTO QrsJ HTTACHI6

NAGOYAShionagi -cho, Minato-ku,
-shi, AichiCHUBU QISJ NAGOYA7

NAGOYA5-8 Nishi Suehiro, Yatomi- shi, AichiCHUBU QISJ FLASH RISE

KOBEKoyocho Naka, Higashi Nda-ku,

shi, HyogoQISJ KOBE9 KANSAI

KOBE21 Onohama-cho, Chuo-ku, Kobe-

hi, HyogoKANSAI
QISJ KOBE SHINKO

HTGASHI
10

OSAKAYunagi-cho, lzumi Otsu'shi, OsakaqrsJ osAKA11 KANSAI

NEAREST PORTADDRESSREGION NAMEs/N
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corroborate the physicat and technotogicaI infrastructure required tosatisfactority perform services required under this tender in Japan, UnitedKingdom and United Arab Emirates where subcontracting is not attowed, andsouth Africa where subcontracting is attowed and the findings for eachjurisdiction is as enumerated betow.

M/s. Quarity rnspection services rnc. Japan (ersJ) - Japan Head office
3'7'16The speciat audit noted that M/s. Quatity lnspection services lnc. Japan wasincorporated in Japan on 22 Juty 2009 and issued with a registration certificateNo' 0200-01'062420. The company's Head office and physi-cat address in Japanat the time of registration was 1-18-12 Komaoka, Tsurumi, yokohama. TheCompany was incorporated to carry out the fottowing functions among others:o survey, inspection, sworn measure & assessment of automobite/etectronic

product/industry products/ ship/ ctinical products/ oit/ mineratproducts/ptastic/ metat/fibre / f arm products/foods / medical products; and
' lnspection of products tisted above, inctuding physicat examination andscientific anatysis.

3'7'17The company aggregate numbers of issuable shares is one thousands sixhundred (1600) and the totat numbers of shares so far issued is four hundred(400)' The share capitat of the company is Jpy 20,000,000. The sote
shareholder of the company is the Managing Director

3'7'18The company moved in March 2011 to its current Headquarters gross
misrepresentation on its technical proposat and should therefore be subjectedto the proceedings of the taw as they contravened section 41 (1) (h) of thePubtic Procurement and Disposals Act, 2015, and in such events recommend
that it woutd be appropriate for retevant institutions to initiate debarment
proceedings against such bidder(s).

3'7'19During interview with QISJ Management on 25th February 2019, it was noted
that the company has a total of 20 inspection centers (11 owned facitities and g
teased). However, the speciat audit noted that QlsJ had onty submitted a
tisting of fifteen (15) inspection centers for purposes of the tender, the other
inspection centers were being used to service other contracts. These inspection
centers were noted to be spread around the four provinces of Japan; Kanto,
Kansai, Kyusu and Chubu and they were wetl positioned near ports of export of
Yokohama, Hitachinaka, Kobe, Nagoya, Kisarazu, KitaKyusu and osaka.
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of QISJ to provide service as per the Kenya Standard KS 1515:2000 code of

practice. A report dated 9th January 2015 was issued by the due ditigence team

of six members who were invotved in the exercise recommending that KEBS

enter into contractual agreement with Quatity lnspection Service Japan lnc.

3.7.11The team was satisfied that the company had the requisite capacity to provide

the service as per the Kenya Standard KS 1515:2000. The team estabtished that

QISJ is a tegat entity with adequate presence in atl the key regions required,

and with sufficient preparedness in terms of human, infrastructuraI and

technicat capacity to provide the services outtined in the RFP for the Tender

No. KEBS/T057 I 201 4'7015.

3.7.12Q1SJ was eventuatty awarded the tender No. KEBS/T05712014-2015 on 2nd

February 2015 the MD of KEBS and MD of QISJ signed and seated a contract so

as Q|SJ coutd provide motor vehicte inspection service as per the Kenya

Standard KS 1515:2000 code of practice. The contract was witnessed by Mr.

George Sichangi for KEBS and Mr. Khatid S. Swateh for QISJ.

3.7.13P1C also undertook a due ditigence visit between 28th May 2016 and 6th June

2016, and recommended among others, that to minimize unmerited titigation

by toSing bidders, KEBS shoutd have a register of service providers who are pre-

quatified through a due ditigence exercise to ensure that onty companies with
required competence and experience to undertake inspection are invited to bid

for future contracts.

3.7.14A recent report named; Supptier's Surveitlance Audit Report on QISJ conducted
between 13th and 20th February 2019 performed in line with the provisions of
the Contract conctuded that:

QISJ had systems in ptace to perform the roadworthiness inspection of used

rnotor vehictes, machineries and used spare parts which met the
requirements of KS1515:2000 and KS2190:2013;

QISJ had met att the required timetines stiputated in the contract in

iszuance of Certificate of Comptiance (CoC)/Non-Conformity Reports (NCR)

and remittance of reports; and

fhat the visited inspection centers were found to have att the equipment
bpecified in the standard and were up to date in their catibration status.

3.7.15The aforementioned notwithstanding, this speciat audit atso focused its
independent review on the documents versus the evidence by the bidders to
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No'56/2014 and No.59/2014 in respect to the provisions of Section 9g of the
Pubtic Procurement and Disposat Act (2005).

3'7 '7 The Pubtic lnvestments committee (Plc) which atso draws its mandate from theNational Assembty standing order No. 206 (6) atso previousty made a resolution
on 29th January, 2015, and commenced an inquiry into the award of KEBSTender No' KEBS/T057 /2014'2015 f or provision of pre-export inspection
services to Quatity lnspection services lnc. Japan (QlsJ) on 12th February 2015,based on the decision by KEBS to award to QlsJ a contract of used motorvehicle inspection services for a period of 36 months (3 years). The pl6
requested the office of the Auditor-General (oAG) too undertake a speciat
forensic audit on the aforementioned tender.

3'7'8 Special forensic audit on KEBS Tender No. KEBS/T057/2014-2015 for provision
of pre-export inspection services for used motor vehictes in Japan, United ArabEmirates, United Kingdom and south Africa in accordance with KEBS
(K1515:2000) was carried out to conctusion pursuant to the request from the
Cterk of the National Assembty on behatf of the PlC. The speciaL forensic audit
was done as per Articte 229 of the Constitution, and pursuant to a request from
PIC to the Auditor-Generat, dated 19th June,2015 on the said tender. The
findings of the Auditor-General were taid on the tabte of the House on.llth
February, 2016.

3'7'9 The speciat audit report noted that the winning bidder elSJ was capabte of
handting the contract as required by KEBS standard No KS 1515:2000 code ofpractice, and further recommended that KEBS shoutd ensure that contracted
company(s) have a long term commitment to inspection and keep off
specutative bidders, and this is achievabte by setting minimum requirements
for futl ownership of inspection facitities by the inspection companies based on
number of vehictes coming from those country. The audit even recommended
in detaits that the inspection company shoutd futty own at least fifteen (15)
facitities in Japan, three (3) in the United Kingdom and one in United Arab
Emirates, distributed to major ports and towns. Leases in these towns shoutd
only be attowed to supptement futty owned facitities and that KEBS shoutd be
keen to property evatuate ownership of these facitities.

3'7'10 QISJ were atso a subject of due ditigence review by KEBS management/various
committees. ln 2016 and 2018 and teams were sent to Japan, United Kingdom
and United Arab Emirates to carry out due ditigence to verify and vatidate
documentary evidence, infrastructurat, technicat and manageriat competence
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3.7.2 The focus areas were to understand the operations of the company and review

documentations submitted by the company for the aforementioned tender. The

areas inctuded:
. The physicat presence of the Company and supporting registration

docurnents;
o The physicat and technotogicat infrastructure required to satisfactorily

perfOrm services required under this tender in atl the requisite jurisdictions;

. Evidence of ownership of the equipment or existing contracts/teases, and

zupporting documentation for the same;

o Listing of the equipment at each inspection facitity, with the catibrations

status;
. The human resources required to satisfactority perform services required

under this tender in atl the requisite jurisdictions; and

. elatity management systems as required by the Accreditation Agency.

3.7.3 lt was noted that QISJ had eartier been an interested party to a petition by

M/s. ATJ, and fitted an affidavit in response to the apptication by M/s. ATJ to

the Pubtic Procurement Administrative Review Board (PPRAB) in respect to the

apptication made on the decision of KEBS dated 1Oth January 7O18, referenced

Apptication No.14 of 2018.

3.7.4 Thls was triggered by a letter ref: PPRA/ARB17l14/2018, dated 17th January,

2018, from the PPRAB to the MD of KEBS informing him that the Board had

received a request for review of the tender for provision of Pre-Export

VerifiCation of Conformity (PVOC) to Standard Services: Used Motor vehictes,

Mobite Equipment and Used Spare Parts from M/s. ATJ seeking for a re-

evaluation of the technical proposats on Section 7.22.1 of the tender document

to ensure fairness and non-discrimination of the evatuation criteria.

3.7.5 On 6th February 2018, the PPARB heard the appeat in the presence of

representatives from both the appticant, KEBS and interested parties and the

Board noted that M/s. ATJ did not compty with several requirements of the

tender document and consequentty dismissed it and advised KEBS to proceed

with the procurement process to its togicat conctusion.

3.7.6 Eartier on, QISJ had atso been an interest party of another petition fited against

KESB for the Tender No. KEBS/T05712014-2015 in respect to motor vehicte

inspection/verification services in accordance with Kenya standard code of
practice for inspection of road vehicte. Again, the PPARB, on 28th January 2015

in its wisdom made several orders in respect of apptication No.55/2014,
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' ln the United Kingdom, it did not exist in the physicat address it hadprovided in the bid documents as the premises, 16D Titbury Forth port, wasfound to be for serengeti Gtobal services which was a sea and coastalfreight company;
o East African Automobite Services had atso forged its registration documentsdepicting it was registered in 2013'instead of 2o14whic[ was a forgery; ando This team reported that the company M/s. EAAS Limited tacked therequisite infrastructure in the UK and uAE, and that the company hadpresented forged and fatsified documents in their bidding which enabtedthem to erroneousty attain the minimum technical score for advancementto the financial evatuation stage. The team recommended disquatificationfrom the procurement process and debarment from any such simitarexercises by KEBS.

3'6'35 overatt, the company, EAA has been knowingty providing fatsified documents inthe past and present tender submissions, and thereby faited to meet thethreshotd of the tender as they didn't have any physicat and technotogicalinfrastructure required to satisfactority perform services required under thistender in the United Kingdom, Japan and the United Arab Emirates. lt further
had gross misrepresentation on its technical proposat and shoutd therefore besubjected to the proceedings of the taw as they contravened section 41 (1) (h)of the Pubtic Procurement and Disposats Act, 2015, and in such eventsrecommend that it woutd be appropriate for retevant institutions to initiatedebarment proceedings against such bidder(s). Further, these contravene theethos of the sworn statement by the bidder, M/s. EAA had sworn statementthat the company or its associated companies is not associated with any
business that may [ead to a conflict of interest, and that the tenderer has givenfutl disclosure of its directors and associated companies. This questioned theauthenticity of the documents attached as part of the technicat proposats andindicated a serious red ftag on the credibitity of M/s. EAA as a company.

3.7 Findings on M/s. euarity rnspection Services rnc. Japan (ersJ)

3'7'1 The speciat audit team visited the QlsJ 0ffices on 25th February 2019 and meetwith the senior Management of the company. The special audii was focused ondetermining facts about QISJ operations as represented in the technicat
proposal as part of the submission for Tender No: KEBS/To1g/2017- 2020, forprovision of Pre- Export Verification of Conformity (pVoC) to Standard services:
Used Motor Vehicles, Mobite equipment and Used spare parts.
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between M/s. Jabat Kitimanjaro Auto Etec. Mech. and M/s. EAA for purposes of

this bid and being cognizant of the requirements of TBS for service providers of

inspections.

3.6.30EAA Company Ltd, provided a document which seemed forged or coutd not be

verified as it purported to indicated that EAA bought the inspection facitity in
UAE in 2014, (Appendix 31 ), and entered into agreement with Mr. Rashid Abeid

Suba to guide their operations, an attegation that Mr. Rashid Abeid Suba coutd

not confirm as he owns the facitity and uses it to service another contract for

Tanzania.

3.6.31 Att the testing equipment tisted in the tender documents namety; Brake,

Atignment and suspension, Emission testers, Headtight, Vehicte hoist and sound

meter were therefore confirmed to be owned by M/s. Jabat Kilimanjaro Auto
Etec. Mech and being futty operated by M/s. Jabat Kitimanjaro Auto Etec. Mech.

Staff.

3.6.32Further, vehicte testing was noted to done by the fottowing members of staff

who have been contracted. However, a request for the records and

quatifications was not provided by M/s. Jabat Kitimanjaro Auto Etec. Mech.

i) Fernan M. Mesario

ii) Edetson Cortez Santos

iii) Ati Abdatta Juma
iv) Adonis Moreno

EAA - South Africa

3.6.33The $peciat audit noted that this bidder did not provide its tegatity and

presence in South Africa and Thailand which coutd therefore not be verified.

See ApPendix 32.

3.6.34The special audit atso noted a due ditigence report dated 9 January 2015 by

KEBS which hightighted important findings worth noting in this special audit
report as fottows:

The bidder, East African Automobite Services Limited had its ISO 17020

accreditation status in Japan suspended and therefore not vatid as per the
governing conditions of the Japan Accreditation Board (JAB). The same

company had attached a professional ticense for a different company catted

Jabat Kitimanjaro Auto. Etec. Mech in the UAE;
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3'6'25|t was also noted that as part of the technical proposat,s, a document
indicating to have leased Office Space in Titbury port dated 19th August 2014,
coutd not be verified or authenticated by the Port Manager of Titbury Mr. Cox
Laurence, Appendix 29. The deed was signed by Mr. Christopher Boniface
Lukosi. on enquiry the special audit team was informed that Mr. Christopher
Boniface Lukosi was a director in both EAA and a company catted Serengeti
Gtobat services. The yard and brand at the offices of Serenjeti indicated they
were invotved in Sea and Coast Services.

3'6'261n an interview with Mr. Prosper Sugai and Mr. Lee Sayer, it was confirmed that
a visit any of the purported lnspection Centres was not necessary on revetation
that such facitity did not exist because there was no reason to retain the
centers when there was no business. A request to atso visit any of the
purported partners of M/s. EAA was also not granted either.

3'6'271n regards to the emptoyees in M/s. EAA in the United Kingdom, the special
audit noted that M/s. EAA had tisted that it had one Maniger Supervisor, 3
Supervisors and 6 lnspectors stationed within the United Kingdom. However, on
enquiry none of the emptoyees were avaitabte nor were their human resource
records avaitable for scrutiny and discussions to confirm that they were indeed
emptoyees of EAA. Therefore, apparent that this was a misrepresentation on
the part of EAA in its technical proposal.

M/s. EAA company Limited (EAA) - United Arab Emirates Branch

3.6.28The special audit team visited the EAA Offices in UAE and met with
management on 4th March 2019. The team noted that EAA had onty attached a
registration document to indicate it does business within the Freezone,
Appendix 30 i.e. Sharjah Media City which had no retationship with the tender
prerequisites as per the tender requirements where bidders were required to
be tegatty registered and licensed to perform the service, and confirm if they
owned inspections centers against the set criteria f or UAE where
subcontracting is not attowed, and therefore bidders were required to lease not
more than 50 per cent of their required facitities i.e. UAE - 1 Center.

3.6.29 The team met and interviewed Mr. Prosper Sugai, Director, EAA Company Ltd
and a purported EAA UAE representative Mr. Rashid Abeid Suba who was not
identified anywhere in the technical proposat. Mr. Rashid Abeid Suba was
noted to be actuatty the owner of a service provider catted M/s. Jabat
Kitimanjaro Auto Etec. Mech., and is atso a current Pre-Export Verifying Agent
for Tanzania (TBS). TBS requirement for Pre-Export Verifying are done
independentty and in zones and therefore there cannot be an existing retation
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and had valid catibration status. The facitities were atso branded elSJ for ease
of identification. The leases are attached under Appendix 33 a - k.

3'7 '22The sampted and visited inspection center were located in the fottowing:
' Kawasaki, at the address; 8OHiagashiOgishima, Kawasaki-ku, Kawasaki-shi,

Kanagawa. The Machine was verified to have been bought from a company
named M/s. Banzanja and the invoice and catibration was verified. There
was evidence of monthty payment to the leased [and.

o NagoYa, at the address, 5-8 Nishi Suehiro, Yatomi-shi, Aichi the audit noted
that the land was leased from M/s. Ftash Rise and the inspection facitity
was atso bought from M/s. Ftash Rise. This was verified with the receipt forpayment of the lease and equipment and monthty payment of the
commissions due.

3'7'231n both of the facitities inspected, atl the inspection equipment comprising of
Speed Meter, Brake Tester, Side Stip Tester, Headtight Tester, CO/HC Tesier,
Diesel Tester, Sound Level Tester, Noise Levet Tester, Radiation Tester and
Scan Too[ were confirmed to be owned by QISJ. The records present at the elSJ
Site Office confirmed that indeed the company owned the facitity. The special
audit team atso experience reat time inspection at this same facitity.

3'7.241t was noted that QISJ has a large workforce that are distributes across the
inspection centers in Japan. The technical proposal presented indicated a totat
of fifty two (52) members of staff out of which thirty (30) were working as
inspectors and reporting to one Quatity Contro[ Manager, att whom
demonstrated competency and capacity to offer inspection services based on
the resume and years of experience working with ersJ.

3'7'Z'Q|SJ had atso invested on an lTinfrastructure ptatform for efficiency. The team
undertook a watkthrough of the system and experienced a live demonstration
of how to on board new ctients, make requests for inspection, tracking progress
of inspection reat-time.

3'7.26QlSJs' ptatform is interfaced with the Japanese government database to
corroborate on the vehictes year of manufacture. This was comptemented by a
robust risk management procedure that QISJ adhered to in terms of
documentation, manuats, procedures and processes to be fottowed to mitigate
against fraudutent practices. The lT ptatform was atso noted to be interfaced
with the Procuring Entity (KEBS) for real time monitoring on the activities the
service provider is undertaking.
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3.7.27Q;SJ has regulation for deating with customer and maintaining customer

comptains records coded QIS-003-008. ln this regutations, each comptaint was

noted to be handted to their togical conctusion in consuttations with KEBS

whenever necessary.

3.l.1yEnquiry on potential conftict of interest between JANS Trading and QISJ as had

been previousty reported in PIC report to parliament dated 22nd November

2016. The speciat audit confirmed that there was no retationship between

JANS' Trading Co. Ltd and Quatity lnspection Services lnc. Japan (QISJ). lt was

noted that the Directors of the JANS' Trading Co. Ltd were Mr. Umar H. Jan

and Mr. Yassin Jan who are brothers. They are of Pakistani origin doing business

in Japan.

3.7.29The speciat audit confirmed that that current Managing Director of QISJ Mr.

Kiyoaki Hatano was a former emptoyee of JANS's Trading Co. Ltd up until 2009.

Mr. Kiyoaki Hatano, tater formed QISJ to undertake pre-export inspections

services of used motor vehicles for export. See Appendix 34 and 35 for the

Certificate of incorporation between JANS and QISJ. The special audit

therefore noted no conftict of interest between Jan's Trading Co. Ltd and

Quatity lnspection Services lnc. Japan (QISJ).

M/s. Quality lnspection Services lnc. Japan (QISJ) - United Kingdom

3.7.30M/s. Quatity lnspections Services Japan Limited was registered as a private

timited Company in United Kingdom on 21't February 2012, and as a subsidiary

of the parent company in Japan. The company registration number was

7957279. The company was subsequentty changed to be a branch of the
headquarters and was renamed to M/s. Quatity lnspection Services !nc Japan

UK Branch Limited with a registration number 10651781. See Appendix 36.

3.7.31M/s. Q|SJ UK Branch Ltd reported to owns two (2) inspection centers/facitity in

Edmonton and Titbury and atso had teased other facitities which are approved

by Ministry of Transport and Communications.

3.7.32 The audit reviewed the documentation and verified the existence of
documentation to prove the presence of the said inspection centers that were
either owned or leased by QISJ in the United Kingdom. Assurance was obtained
from receipts and invoices of the on-going rental payment and fees for the
leased premises. The special audit confirmed that these machines were
performing the activities as required under KS 1515:2000 and atl the equipment
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were modern and had vatid catibration status. The facitities were atso branded
QISJ for ease of identification.

3'7'33 The speciat audit sampl.ed and visited an inspection center located in Titbury.
The inspection center was leased in the Freeport area of Titbury. Att inspectionequipment comprising of Speed Meter, Brake Tester, Side stip Tester, HeadtightTester, colHc Tester, Diesel Tester, sound Level Tester, Noise Levet Tester,
Radiation Tester and scan Too[ were confirmed to be owned by elsJ and waspurchased from a company catted V_Tech Ltd.

3'7'34The records present at the QlsJ site office confirmed that indeed the company
owned the facitity. The special audit atso experienced rea[ time inspection atthis same facitity. lt was further noted the other center in Edmonton, UK hassince been ctosed and the machine was seen on site at the inspection centre inTitbury, UK. The same was notified to KEBS through tetter dated 1Oth January
2019.

3'7'35The speciat audit noted that QlsJ uK branch had staff at the inspection centerin Titbury, United Kingdom. The technical proposat presented indicated a totalof three (3) senior members of staff who were present and working at the timeof our visit on 11 March 2019. The audit atso noted two inspectors performing
inspection services, att whom demonstrated competency and capacity to offer
inspection services based on the resume and years of experience working with
QISJ in the United Kingdom.

M/s' Quality lnspection services lnc. Japan (QlsJ) - United Arab Emirates

3 ' 7' 36 The speciat audit team visited the QISJ Branch in UAE and met with
management on 3 March 2019. The special audit team confirmed that M/s.
Quatity lnspection Services lnc. Japan had leased a warehouse in RAS At Khor,
atAwir lndustrial 3, Dubai from Mr. Essa At Kous for the purpose of vehictes
technical testing. There was evidence of QISJ operations at the said facitity and
this was further corroborated with the existing lease agreement, and records of
rent payments to the tandtord.

3'7'37|t was noted that, the company has both the Registration Renewa[ Certificate
of Branch of Foreign Facitity No. 4157 vatid from 20 March 2013 to 19 March
2020 and professionat license No. 684010 vatid from 21 February zo13 for
surueying and evatuating services. These license are required for companies to
conduct inspection services in the UAE.
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3.7.38To support ownership of the equipment, the speciat audit team reviewed

invoice No. 1577 dated 3 March 2013 from M/s. Jaffer Moh'd Ati Garage to

supportthepurchaseofafuttsetofusedmotorvehicletestingequipment
namety; Hydrautic jacks/ pit, stid stip tester/wheet atignment tester' brake

tester, speedometer tester, exhaust proximity noise tester, headtight tester'

Exhaust gas tester for petrol engines and diesel engines and tape measure'

3.7.3gThe audit team met with the staff inctuding the Chief lnspector Mr. Rommet,

who took the audit team through the process of inspection for both motor

vehicte at the inspection centre and spare parts at the yards in Sharja - UAE'

The team noted that QlsJ has on record four (4) quatified technical staff'

M/s. Quatity lnspection services lnc. Japan (QlsJ) - south Africa

3.7.40M/s. Quatity lnspection services lnc. Japan (QlsJ), subcontracted M/s'

lnternationai Conformity Assessment Sotutions (PTY) Ltd. (ICAS) as its liaison

office and M/s. DEKRA Ltd as a testing station to manage the roadworthy

insPections of motor vehictes'

",3.7.41A 
tripartite agreement between QISJ, lcAS and DEKRA Ltd was signed on 1

, Oecember 2017. According to the agreement ICAS was to coltect the inspection

f*s and in turn pay DEKRA Ltd for roadworthy testing. ICAS has an office at 13

I stoane street, Epsom Downs offiCe Park, Process House, Bryanstom' The
I

i company was registered with the Companies and lntettectual Property

I Commission on 13th Juty 2010. ln the same year, it was registered for Vatue

Added Tax (vAT), Tax Registration No. 20101014813t07' A copy of the

] agreement is attached under Appendix 37'

3.7.41Fietd inspection on 28 February 2019 by the speciat audit team confirmed that

M/s. DEKRA Ltd is tocated at 97, Witem cruywagen Avenue, Ktrsoord, Rosstyn

pretoria. The company has six technicat staff who carry out the vehicte testing.

Further the team confirmed that DEKRA Ltd owns att the testing equipment

tisted in the tender documents namety; Hydrautic jacks/pit, stid stip

tester/wheel atignment tester, brake tester, speedometer tester, exhaust

proximity noise tester, headtight tester, exhaust gas tester for petrol engines

and diese[ engines and tape measure'

3.7.43Overatt, the speciat audit thus conctuded that M/s. QISJ had demonstrated

capacity to detiver one the current contract as it had detivered on its past
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contracts with KEBS by virtue of having the physicat and technotogicalinfrastructure required to satisfactority perform services required under thistender' and the right capacity and competency of staff a to satisfactorityperform services required under this tender in Japan, United Kingdom andUnited Arab Emirates. Further, there had not been any recorded comptainslevetted against QlsJ in the past two contracts by the contractor KEBS. Asimitar conctusion was reached in a recent due ditigence surveittance auditreport by KEBs' report dated 20th Febru ary 2019. As for South Africa where therequirement was sub-contracting, the speciat audit atso conctuded that M/s.
Q|SJ had demonstrated capacity to detiver one the current contract as it haddelivered on its past contracts with KEBS by virtue of having the physica[ andtechnotogicaI infrastructure required to satisfactority perrorni services requiredunder this tender in the South Africa the right capacity and competency ofstaff a to satisfactority perform services required under this tender in SouthAfrica.

3'8 Findings on site rnspection at the port of Mombasa

3'8' 1 KEBS Mombasa Regionat office has four departments; import inspection,
metrotogy and testing, quatity assurance and administration. KEBS office at thePort of Mombasa fatts under the import inspection department. lnspection ofmotor vehictes is done at the port of exit and a copy of the certificate ofRoadworthiness (coR) is posted by ersJ on the pvoc website.

3'8'2 verification by KEBS at the port of entry is done on random basis and invotves
matching of the copies of coR submitted by the ctearing agents against what isposted by etSJ on the PVOC website.
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3.g.3 The motor vehicte inspection and ctearance process invotves the fottowing a

stages:
Motorvehicleinspectionandclearanceprocessf[owchart

o

a

o

o

3.g.4 Motor vehictes are imported and cteared at the Container Freight Stations (CFS)

which are privatety owned. There are a total of thirty (30) cFSs in Mombasa

and KEBS officers from the import inspection department are deptoyed in the

various cFSs to verify motor vehicte import documents.

3.g.5 The speciat audit team carried out data anatysis of motor vehictes imported

during the quarter starting October to December 2018. During this period, a

total of 28,590 vehictes were received at the 30 CFSs. Out of this, a sampte of

eight (g) cFSs which handted high votume of imported motor vehictes was

setected. The sampted CFSs handted a totat of 19,563 motor vehicles as

detaited in the tabte betow:

a

a

KEBS officer at
CFS receives

coR

Authentication of
COR on PVOC

ontine system

Documents (coPies of
COR) submitted bY

ctearing agents

Retease of the vehicte Random checks (PhYsicat

lnspection of the vehictes

to confirm chassis number,

Auto- meter readings,

cotor, make and modet

against coPY of COR
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rahle !4: led Container F t stations

3'8'6 At the cFS, the speciat audit team observed the motor vehicte inspectionprocess, which consisted of confirmation of the detaits contained in certificateof Roadworthiness namety; the chassis number, auto meter reading, cotour,make and modet against the detaits posted ontine on pVoc system used by the
QlsJ after which the vehicles are cleared and reteased. ctearance documentssubmitted by agents inctuding Certificates of Roadworthiness (coR) werereviewed for conformity and site visits of sampted cFS was done to observe andconfirm the inspection process.

1 Boss Frei ht
6422 Consutt Base 2

1,926
3 lnte

1,5344 Kencontainers
6,2365 TermiMombasa C ontainer naI
1,931

6 basaMom taiCon rne Termr an 2 4,9037 Mombasa stand neContai T,r 'ermina
4518 Uni

2 140Total
19 563

Container Frei Station (CFS
Quantity of vehiclesNo
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