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1.0 PREFACE

\zk. Speaker Sir,

The Public Investments Comminee is a Select Committee established under

Standing Order No. 206 and is responsible for the examination of the working of

public investments.

1.1 Establishment and Mandate of the Committee

The Committee is mandated to:-

(a) Examine the reports and accounts of the public intestmentq

(b) Examine the reports, if any, of the Auditor General on the ytublic investment;

(c) Examine, in the context of the autonorny and .fficiency of the public

inyestments, whether the affiirs of the ytublic investments, are being managed in

nrpordonre with sountd financial or business principles and. prudent commercisl

practices.

The Commitee shall however not examine.-

(a)Matters of major Governrnent policy as distinct from business or

commercial functions of the public investments;

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

("iffitt.r, fo, tne .onsia.iutior' ;f *frr;fi. *u.frirt.ry'i, .rtuUfished UV u"V

speciai statute under which apartrcliar public investment is established.

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

under Standing Order No. 713 - ZO3. The Committee has power, under the

provisions bf the Constitution, National Assembly (Fowers and Privileges) Act

(Cap. 6), the State Corporations Act (Cup, 446) and the Public Audit Act (Cap.

412),to summon wib:esses, examine them.on oath and receive evidence.
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1.2 Committee Membership

The Committee comprises of the following Members:-

(1)Hon. Adan Keynan, CBS, MP - Chairperson

(2)Hon. Kimani lchung'wah, Mp - Vice Chairperson

(3)Hon. Sammy Mwaira, Mp
(4) Hon. Cornelly Serem, Mp
(5) Hon. Bareshill, MP

(6) Hon. Korei OIe Lemein, L{p

(7)Hon. Adan M. Noor, Mp
(8)Hon. Mithika Linruri, Mp
(9) Hon. Beatrice Nyaga, Mp
(10) Hon. John M. Nyaga, Mp
(i 1) Hon. Njogu Barua, Mp

(12) Hon. kungu l{ang'ata, Np
(13) Hon. Onesmus Njuki, Mp
(14) Hon. Eng. Johrr Kiragu, M.p

(f5) Hon. Johana Ngeno, Mp
(16) Hon. )viwadeghu Thomas, Mp
(17) Hon. Abdullswamadshenff Mp
(18) .Hon. Paul Ohroma, Mp
(19) Hon. John Aluoch Olago, Mp
(20) Hon. Francis Nyenze Mwanzra, Mp
(2L) Hon. Dr. Oburu Oginga, Mp
(22) Hon. Major( Rtd) John K. Waluke, Ivlp
(23) Hon. Ogutu John Omondi, Mp

.,,._-E!) IIpq, I4ely Egrea.g_uxy, MP--':ra:_----:-!-_..-- --:_:-::.:E:j:i+...;=f:.:!:---'---::-:;=-_*r -;.._;.-- -;j.

(25) Hon. Wafula Wamunyinyi, Mp
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(26) Hon. Bernard Munyoki ICtungi, MP

(21) Hon. Chrisanthus Wamalwa, Nff

1.3 Referral of the matter bv the lIouse to the Committee

1.3.1 On 4ft December,2O!3 the Hon. I(orei O1e Lemein, MP rose pursuant to

Standing Order 44 (i1) (c) seeking a Ministerial Statement from the Leader

of Majority Party regarding the construction of the Mombasa-Kampala-

KigaliJuba Standard Gauge Railway line. The Member requested in his

statement that, the Leader of Majority Party should inquire into and report

on:-

(i.)

(ii.)

(iii.)

The actual cost of the project and the sources of funds;

Whether. the procurement process and the legal requirements were

followed in awarding the tender;

The list of all the tenderers 'and their financial and technical

evaluation reports;

The sustainability and cost effectiveness of the project, clearly

defining the safeguards put in place to ensure the contract sum is

sustained; and

Fina11y, the environmental impagt -as-se-qsmeq! ef lhe pr-ojg,qt.

(iv-)

1.3.2 The Leader of Majority requested the Speaker to direct the statement to. the

Public Investments Committee to investigate and report to the House due

to the seriousness of the matter and also because it is an issue of

investment.

3 | Special Report of tlte PIC on the Procurement, Agreentents and Ftruancing for the
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1'3.3 The Speaker directed that the Pubiic Investments Comrnittee examines the

mafter with regard to the prudence and soundness of the financial decisions

revolving around the venfure.

1.4 c
I'4-l The Committee held nineteen (19) sittrngs in which it closely examined

and heard evidence from witnesses. The Minutes of the Committee are

hereto annexed and copies of the Hansard Report malr be obtatned, a_t" the
National Assembly Library. In its inquiry into whether or not the affairs of
the public investments (Kenya Railways Corporation) were managed in
accordance with sound business principies and prudent commercial
practices, the Committee heard and received both oral and written
evidence from the Hon. Atfred Keter, MP; Cabinet Secr etary for Transport
and Infrastructure; Cabinet Secretary, the National Treasury; the public

Procurement oversight Authority; Kenya Railways Corporation; The
Aftorney General; I(enya Revenue Authorify; The Registrar General; the
Hon. Chirau Ali Mwakwere, former Minister for Transport; Eng.
-A'odntzak, former Permanent Secretary, Mrnistry of Transport; Mr. Nduva
Muli, former Managing Director, I(enya Railways Corporation; the Hon.
Amos Kirnunya, forrner Minister for Transpoit; Dr. cyrus Njiru, former
Permanent secretary, Ministry of Transpor t; Board" of Directors, I(enya
Railways corporation and other relevant witnesses

1'4'2 The Committee also considered, aprogress report flom the Office of the
Auditor-Generai on the procurement and financing of the Mombasa -

Gauge Railway. The record.s of evidence
adduced, documents and notes received by the Committee form the basis

4 | Special Report of the PrC on the Piocurenrcnt, Agreentents and Financingfor the
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of the Cornmittee's observations and recommendations as outlined in the

Report and can be obtained in the IIANSARD reports of the proceedings

of the Commitree available in the National Assembly Library.

1.4.3 The observations and recommendations, if taken into account and

implemented, witl enhance accountability, etfectiveness, lransparency,

efficiency, prudent investment and proper fmancial management and

profi,tabilify rL State Corporations and the public investments sector as a

whole and will guide in future procurement and financing of major projects

by State Corporations. The observations and recommendations contained

herein will help the Kenya Railways Corporation to implement the project

in a more efficient transparent and accountable rnanner.

1.5 Committee's General Observations

Below is a summary of the Committee's observations contained in this Report on

the procurement and financing of the Mombasa - Nairobi Standard Gauge

Railway.

(u) Memorandum of Understanding

1.5.1 A Memorandum of Understanding (MOU) was signe d between the GoK

and CRBC in August, 2OOg wherein CRBC offered to carry out the

feasibility study and preliminary designs of the Mombasa - Nairobi section

at no cost to the Government of Kenya, provided that the report could only

be used by GoK/I(RC and CRBC. The feasibility study was also subject to

KRC review and approval. This is a standard requirement for Chinese

funded projects, to establish the feasibility themselves before involving their

Treasury and Banks.

5 | Speciat Report of the PIC on the Procurentent, Agreements and Ftnuncing for tlte
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L'5'2 The National Treasury of Kenya and Exim Bank of china signed an Mou
on financing of the Stan dard, Gauge Rarlway: The MoU is not legally
burding to both the Government ol'Kenya and EXIM Bank of China and
only selves as an instrument for further discussions on the terms of the
ioans and the loan agreements.

(b) Justificarion for rhe projecr

1'5'3 The Startdard Gauge Railuray \/as colrccived to ::nake i;se 
'f sfaiiiia-i,j

equlpment such as locomotives and rolling stock, ease cargo transport,
congestion and relieve the Kenyan roads fiom d.amage by heavy axle 1oad,
vehicles

7'5'4 rn the long run it is cheaper to operate the Standard Gauge Raily,ay as
opposed to the one meter gauge railway line, source for equipment and
ensure faster movement of freight and passengers.

1 ' 5' 5 The railway wiil open up the East African region and tapinto the transport
rnarket extending into eastern DRC and South Sudan. The project is
economically'viable in the long run and I(enya stands to gain economically

' 
^-.J ^^^i^Iano" soclaily tirrougir the deveiopment of the Standard Gauge Railway.

(c) Approval for rhe projecr

1'5'6 Kenya, tJgand'a'and Rwanda signed u tfi-partite agreement on August
2013 for the development of a Standard Gauge rtailway in the three
counfi'ies so as to ensure seam]ess railway operations. Each country will
develop the railway net*,ork within its borders.

7'5'7 The project was approved by the Cabiner in 2ol2 and.the Govemmenr
to Government financing arrangement has been endorsed by the
Government of I(enya and the Government of the pe ie's
China.

6 | spectal Report of the PIC on the Procurernettt, Agreentents artd Finartcttzgfor tlte
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'1 L-'n llracts between

i.5.sTheAttolneyGeneralapprovedthetwoCommercialcot'*"__":;^* .-r; ,.,^_1re onrl for the supply and instaliation of

CRBC and I(RC fpr civil works and for the supply anc

.mdrollingstock.TheContractwouldhowever
facilities'l0comotlese'?rwasidentifiedandfunding
not come into force until L furanctt

commiffnent made

i.,, ;?:flt****s Corporation hal rnruairv used a wrons proc,rembnt

method,djrectprocurement,butthiswascorrectedwithitstermrnation

and substitutiqn with the Govemment to Government ffansaction'

(e) Debts Sustainability Analysis

undertaken a debt sustainability analysis and to

1 .5.10 The National Treasury has

notcompromisethedebtpoiicyparameters
ensure that the SGR loan does

and is sustainable' The

spelt out rn the debt sustainability strategy papet

debt sustarnabilitY analYs presented beiow:
15 AIC

results of the

Public debt sustainabiliry analYsis

2014
Indicator

(Threshold)

PV ofPublic Sector debt

''Td'GDP iatio (56) without 3g;t

SGR

PV of Public Sector debt

2AL5 2016 zo]l.'1 2018

38.7 38.6'38.1 -3I J

Al.t 42.5 43'B 43.8

To GDP ratio (56) wrth

SGR

r.5.11 A safeguard mechanism to assure business for the sGR will also be put ur

placethroughexecutionof...takeorpay,,.agreementbetweenKenya

Railways and the Kenya Ports Authority'

39.5

o cur ement, Agr e e:'ments an il F in arucirt g fo r th e
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1.5.12 In addition, the unJikely event that the revenues from railwayoperations are madequate for one reason or another, the proceeds from theRailway Developmen t F'und will be used to repayrhe lo(a) Cost and Financrng of the project
1 .5. 13 The Cabiner Secretary for Transport and Jnftastruc ture gave the totalestrmated cost of the project ro be USD 3.804 bil-lion and externalfinancing for the proJect jdenlifieci sc fh;- ;( TravvLiovenrment of the people,s Repubiic of

an.

h

t--t .t.2)J ollton from the

1.5.14 The Cabi .net Secretary' National Treasury provided the Commimee withcost estimates of the projects as fo_llows:(' Construction of railways infrastructure (civil works) and procurernentof facilities and ,ocomofives on Epc arrangement atbillion (I(shs. 322 billion) 
'rra-(r5c.luenr at cost of US$ :.4

funding while rhe remainrng 15% willbe fun

China covering g5% of the

I(enya dirg fi-om the Governrnent of

(ii) Consrruction of railways
facilities anA tn^^ruut-rrIlOIlVe 

S

rnfraskucture (civiI works); procurernent of
expansio n; andproject su

; compulsory 1and acquisition; Embakasi ICD
(iii) Construction of ratlwa

pervrsion a totalofKshs- 34g.4 bilIion

facilities and locomo tives

ys infrastructure (civil works); tof
exPansion; and project su

compulso ry land acquisition; Embakasi ICD
rnteresh at. a total cost

pervrsion; cost of insurance premrum. and

lrnportant costs such as

of Kshs. 447 billion. This excludes othercost of reseftlement demolition cost andreleyant expenses; VAT Drty and rele vant tax; and other statutoryexpenses
-.(b; '---oesiF;-
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1.5.15 The Government has put in place measures to safe guard the project

througha\lindependentrevielvandsupervisionconsultantwhowill

overseetheconsffuctionandadherencetospecilicationandguarantee

qualitY works'

l.5.16CommercialviabilityoftheMombasaNauobiStandardGaugeRailway

(PhaseI)isdependentupontheimplementationofPhaselloftheproject

(Nairobi_Malaba/ICsumu)andconcurrentdevelopmentoftheStandard

GaugeRailwaybyParlnerStates(UgandaandRwanda)whosignedthe

Tri-P artite Agreement'

(.) Conduct of witnesses

I.5.t]The conduct particularly of Hon. Amos Kimunya was cont.-n.:o"'':'

.Parliamentandhisdemeanorandconductwascondescendrng.He
blatantlyrefusedtogi.veinformationandanswerquestionsraisedby

MembersduringthemeetingincontraventionofArticle35(1)(b)read

togetherwithfuticlelZ5oltheConstitution,section23oftheNational

Assembly(PowersandPrivileges)Act,Cap6,LawsofKenyaand

Standing Order 191'

l.5.l8TheconductanddemeanorofMr.ChirauAliMwakwerewas
con-descending He alleged- th4t, the- information sought 'was' not rr his

possesslon'

1.5.19 The committee on diverse dates invited the General Managet, chrna

RoadandBridgeCorporation,astateownedCorporationofthePeople,s

RepublicofChinatoapperbeforeittoadduceevidenceonthe
procurementandfinandngoftheStandardol"'.RailwaybuttheFrrm

failed to honour the Committee,s invitation and summons and instead the

MinistryofForeignAffairsafterreceivinganoteverbalefromthe
Embassyofthe.People,sRepublicofChinawrotetotheCommittee

9|specialn"portoTthePlContlteProcurement,AgreemerutsandFinaictttgforthe
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tndicating that cRBc is a state owned corporation and. shourd nottherefore be summoned by the Committ
cautioned the Comminee rhar summonljj #H:?;rr#ilT:irevocable ,egative consequences to I(enya,s nationar interests andrelations with China'' (Annex 20) Thisis in contravention ofArticle r2s ofthe constitution' section 74 and 23 ofthe Nationai Assembly (powers andPrivileges) Act, Cap 6laws of I(enya and Standing order i9i.J (1n mT

', "'",'**;,J".#-:T#;,':i";::#;':.1,ff l,:and be sued' The Corporation therefore bei,g a commercial entiff should' not enJoy the same immu,ity that is accorded to a dipl0rnaticMission/Embassy.

1'5 '21 Chi,a Road and Bridge corporation I(enya Limited, a companyregistered in Kenya under Registration No. c.166624with its Directorsbeing Mr' Peter Maingi Gatere and x4r. r,eonard Mwangi Ndungu andregisrered office l0cared at LR No.209/7784/77, Mpaka Road,westlands was aiso i,vitecl by thc conrrnittee to adduce evicience on themafter but failed to honour the Commimee's invitations ur.- contraventionof Article 125 0f the Constitution, section 14 and, 230f the Nationar

ff#;$;*ff '"0 Privileges) A*, C2p 6 Laws or Kenya and

1.5.22 There has been a tendency on the part of the government officrals tocommission pro.Tects wthout budgetary provision s/finanadherence to public procurement laws. The
ces and

pro.lect was commissionedwithout the procuring enhty assuring itself of budget or source offinancesus be
w

ts not s lgned or the expected source of financurg fails to matedalize? This
I0 ! Speciat Report of the PIC on the procuretnent,
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tendency of commissioning projects without budget or assulance of soulce

of financing has led to failure to adhere to procurement 1aws, lack of

ffansparency and accountability in the implementation of such projects"

t.6 c

Based on the evidence

recommends that:

adduced and written submissions, the Committee

1.6.1 The development of the Standard Gauge Rarlway project from Mombasa

to Nairobi shouid proceed on condition that the Government fulfils the

following recommendations'

(a) Fastracks the feasibility study, preliminary designs and costing for

phase II covering Nairob! Malaba with a branch line to Kisumu in

line with the tri-partite agreement;

(b) Fastrack the procurement of Phase Ii (Nairobi- Malaba/IGsumu) of

the Standard Gauge Railway once the financing agreement for Phase

I is concluded, taking into account the provisions of Article 227 of

the Constitution and the provisions of part IV of the Pubiic

Procurement and DisPosal Act, 2005;

(c)Governmentrn-lt1ateqg.ogrcing'offurrdrngfromdevetopmglltpaTtn-ets

and put measures in place for prudent management of RDF for the

commencement of Phase I covering Mombasa to Nairobi.

(d) Urgentiy initiate the proculement of an independent consultant to

facilitate design review, oversee construction and ensule

specifi.cations and quality is guaranteed through a transparent, fair

and competitive tender in line with Article 227 of the Constitution,

the Public Procurement and Disposal Act, 2005 and with the

aPProval of the AttorneY General'

11 | Special Report of the PIC on the Procurement, Agreements and Ftnanctrug for tlte
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7'6'2 KRc ensures rhatall the pertinent issues that were raised rn the feasibiiity
and prehmLnary study report regarding design concept single or dual track;
building standards; t,avelling speed and train operation; motive power;
rolling stock specifications; and maintenance of facilities be reviewed by an
independent consultant to malce sure the main goals of the project are
achieved rn line with Vision 2030.

1'6'3 KRc and Ministry of Transport ancl Infrastructure ought to ensure that the
project arldrcsses tlii: rlr-rr1nssii1i1ry to iv'l'orrrbasa isianci, Iorndini port,
withrn Na*obi and to other areas of economic interests such as the

' proposed Konza Techno Citv. If the connectivity and routing is not fu1ly
addressed it will cause major operational problems and litigation
challenges particularly at the port of Mombas a and Nairobi where the
akeady existing meter gauge ratTway iine is being operated by 15ft vallev
Railways (RVR).

1'6'4 The Cabinet Secretary National Treasury and the Cabrnet Secretary in
charge of Transport and Infrastructure should spearhead the formation ofan inter-ministerial technical and implementation team to manage the
project and to review cost and benefit analysis of expansion of important
ilfi'ash'ucture such as bridges, lunneis and via duct to ail0w for furure
expansion of a single to double track vis-avis the cost of construction of a
double track line in the flrst phase.

1.6.5 The Government adopts public private parfnersh ip arrangement in the
operatron of train services. To this end, the Governmen t should reconsider
spending more money on the conshrrct ton/ t of infrastructure
and less on the iocomotives and- wagons which can be. sourced by the

..,,_,_.--.._El_Ye sector.
---:--=:==;:--:-:=+-++__--.;i--:.__.--;::.;++., . -'+.!_:_-!
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-1.6.6 The Standard Gauge Railway phase I project addresses operational

challenges associated with use of single line track for both freight and

passenger services which require different speeds and safety standards with

emphasis to I(RC's initial goals of this project.

1.6.1 The Ministry of Transport and Infrastrttcture and I(RC should put in place

measures to ensure capacity development inciudrng technology transfbrs

and capacity building of l(enyans in areas such as design; construction,

maintenance, operation and management of the Standard Gauge Railway.

1.6.8 The National Treasury should flnahze the negotiations on the financing

agreement to pave way for the implementation of Phase I of the project

covering Mombasa to Nairobi.

1.6.9 The Cabinet Secretary for Transport and In-frastructure and the Cabinet

Secretary for the National Treasury should constilute an ilter-ministerial

technical team to provide an accurate total cost estimate of the whole

project from Mombasa to Nairobi and implement the Standard Gauge

Railway project. This cost estimate should include critical cost components

such as cost of land acquisition; demolition cost and relevant expenses;

Value Added Taxes; Duty and relevant tax; financing, loan interest and

reley4nJ expense; and o-ther statutory expenses

1.6.10 l(enya Railways Corporation hastens the commencement of the process of

procurement of an independent consultant to facilitate design review,

oversee construction and ensure specifications and quality is guaranteed

through an open, transparent, fa:lr and competitive tender in line with

Articie 227 ofthe Constitution, the Public Procurement and Disposal Act,

2005 and with the approval of the Attorney General.

1.6.L1 The Government of Kenya should liaise closely with the Government of

Uganda in line with the provisions of the tri-partite agreement for the

13 | Speciat Report of the PIC on the Procurement, A$reements and Financtngfor the
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development of Phase II of the. Kenya section of the Standard Gauge
Railway to ensure a seamless railway nefwork between the two countries.

1'6'12The Regisfrar General deregisters China Road and Bridge Company
I(enya Limited, a Kenyan flrm with the same name as the State owned
Chinese company that the office of the Registrar had allegedly registered
inadvertently.

1'6'13 The Crirninal Investigation Department investigates the missing fi1e of
Chjrra Road and Bridge Ccrnpaliv I(cn;.zi: l,ir^i:ii,:ri, jr-s actii,ities a-rii
operations and the circumstances under which the Registrar of Companies
registered two companies with the same name. Appropriate action should
be taken on those found culpable.

1'6'14 The Government andalTprocurement entities must atalltimes ensure that
Article 227 of the Constirution and the provisions of public procurement

and Disposal Act, 2005 are observed to the letter i.e. public agencies
should at a17 time implernent procurement methods that arefair, equi table,
transp are nt, cornpe titive and co s t- effe c tive .

1'6'15 The "Take or Pay" proposal between KRC and KpA should be reviewed
by the Government to plan for interrnodal transportation that treat road,
transport as complementary and not a competitor to rajl transport.

1'6'16 The present governance structure and management of the Rarlway
Development Fund (RDF) does not allow for transparency and
accountability. To stuengthen the structure and management of the Fund,,
a proper legal framework should be prepared by the Cabinet Secreta ry and
submifted to Parliament within fwo raonths for approval and enacrment.

l'6'17 The Government should fast track the mobil izattonof domestic resources
for the devel of the tandard Ga
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Country through the Railway Development F'und rather than reiying on

borrowed Funds which puts pressure on the Country's Debt Sustainability.

1.6.18 The Government should ensure that all its development prografirmes are

coordinated and budgeted properly by ai1 Government Ministries and

agencies to avoid situations under which Government Ministries/agencies

give conflicting rnformation on the same subject rnatter.

1.6.19 The financing agreement should explicitly state the financing by the EXIM

Bank of Chjna will cover costs for the railway line, civil works

construction, acquisition of rolling stock and locomotives. Other

peripheral costs such as land acquisition etc will be financed. by the Kenya

Government rn the 15% contribution.

1.6.20 The former Minister. for Transport, Hon. Amos l(imunya be prosecuted

by the Director of Fublic Prosecution for confravening Article 725 read

together with Articie 35 (1) (b) of the Constitution, the provisions of the

National Assembly (Powers and Privileges) Act, Cap 6 Laws of l(enya

and the Standing Order No.191 and for contempt of the Committee and-

farlng to answer to issues raised by the Commiftee.

7.6.2I The Public Procurement Oversight Authority should be more pro-active

and vigila:rt in its oversight role over public procurement. and advice

ministries and Government agencies on the best procurement procedures.

7.6.22 Governrnent officials should desist from comrnissioning projects before

financing and or budgetary provision have been secured and proper

procurement provisions foilowed so as to ensure .transparency and

accountability in projects implementation and adherence to the ruie of

1aw.

1.6.23 The Triparttte Agreement should be availed and subjected to scrutiny by

the Attorney General to ensure compliance with l(enyan Laws and
15. I Spectal Report of the PIC on the Procurement, Agrerimeruts and Ftnanctng for the

Construction of the Standard Gauge Ratlway fi'om Mombasa to Nairobt (Phase I)



ratiflcation as required by Article 2(6) read together with the .Treary
Making and Ratification Act (ltro a5 of 2012), of the Constirution and rhe

treaties and rattftcation Iaw.
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2.A

2.1 The

for rhe deli

t of l(enya has identified rransport as the critical enablervery of yision 2030, wluch ainrs to make I(enyarlrcome country by the year 2030.
irrterconnected through a netwo

Vision 2030 aspires for acountry firmly
and sanitation facilities , and rclecommurucations

rk of roads, railways, ports, aiqp

a mtddle

orts watet
2.2 The t through the Mrnistry of TransDort A n ri T,.A-.. , .-. -,, rr,_ LL11 3 i5

1l
If)/'.Iro1,-^.

o -+: quy ^t^ ..clr_,plrrg and rmprovirrg the transport sector as a ftsy driverof economic development. The ratJway sub-sector, which has been

plays its rightfuI

over the years, is in urgent need of revamping to ensure itroie 1n the economic and social development of thecountry and the reglon as a whole2.3 The current railwaY system in Kenya linked to100 years ago and now has serious limitatio
Uganda was developed over

sPeed and capaciV. Regarding capacrg,
ns rn ferms of fecfu16lofi,

0.9 million rons n 2012/2013 compared ro

r1
Lne current railway handled only

22 rnillion tons n 2012 aI. a growtir rate of B

Mornbas a port throughput of
fl-^ +--- ?ft'rru LrdlfiC WaS therefore handle d by road

Yo per annum. The balance of

2.4 The existing rail

tenance .and. camage
transport.resultrng to very high

October, 2006,

way is on concession to the fufL Valley Raiiway since 1,r

to the poor
rn sprte of ,!r, its performance has continued to decline due

rol-ling srock

condition of the infrasfuucture
.as a result of ]ack of in

,._ facilities, iocomotives and
the Standard Gauge Rar]way proJ

vestment. The pu{pose for developrng
capacigt on the Northern Tran5pe4

ect is to
corridor and also open the counky to

provide additional tuansport

less
VE and readil

cost of road marn

cu Ie o

701

SGR specifications
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2.5 On 3'd August, 2072, the Cabinet granted approval for the SGR project and

specifically for:-

(i) The development of a new Standard Gauge Railway linking

Mombasa to Malaba with a branch line to Kisumu;

(ii)The Standard Gauge Railway to be developed through a

Government to Government atrangement supported by Government

budget and arailway development and maintenance fund; and

(iii) The Government to sign a bilaterai agreement with the

Government of the Republic of Ugancia for joint development of

the railw ay atdsubsequent seamless operation'

o3.0 R

The Auditor General in his letter dated 28'h March,Zo| (Annex /) informed the

Committee that the audit of the Standard Gauge Railway is in the planning stage,

however from a desk review the following have been observed:-

3.1 The need for the Standard Gauge Railway is well entrenched in Kenya's

economic blue print of Vision 2030.

3.2 - Statistics from-the Kenya RaiiwayS Corpoiatidn emphasi/e the need foi

the Stan dard Gauge Railway and indicate that in 2OlI only 8% of the

cargo from the port of Mombasa was transported by rail and the remaining

92Yo was transported by road transport

3.3 The feasibility study was conducted as well as Environmental Impact

Assessment as required by section 58 of the Environmental Management

Conservation Act (IVo 8 of 1999).
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Although a Commercial Contract between Kenya Railways Corporation
and Chrna Road and Bridge Corporation has been signed, the loan
agreement has not been signecl so, no funds have been disbursed.
Consequently it would not be prudent at this juncture to make conclusions
as regard to the procurement process or the value for money aspect.

C

3.5 The Committee observed that:_

(1) The need for the standard, Gauge Railway is welr entrenched in I(enya,s
economic blue print of Vision 2O3O

(i1) The feasibility sludy was conducted as weil as enviionmental impact
assessment as in accordance with section 58 of the Environmental
Management Conservation Act (No S of 1999).

(iii) Two Commercial contracts have been signed between Kenya Railways
Corporation and China Road- and Bridge Corporation but the loan
agreement has not been signed and therefore no flrnds have been
disbursed

4.4 EI'IDENCE BY WIT1VESSES

4.7 E
The Hon' AIfred I(eter, Member of Parliament for Nandi Hills appeared.before
the Committee on 156 January and22"d lanuary,20r4to adduce evidence on the
Mombasa - Nairobi Standard Gauge Railway. He rnformed the Commrr[ee that:-

4'1'1 The country needs an efficient railway system to ease transport congestion

3.4

S

- ,- -,:; I ::3-r:-:

fransp ortatron procurement, agreement and
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4.L.2

financing of the SGR tender fiom Mombasa to Maiaba is fraught with

irregularities and is in contravention of Articl e 221 of the Constitution, the

provisions of the Public Procurement and Disposal Act, 2005.

In April 15ft and Septembet g'n,2008 China Road and Bridge Corporation

(CRffC) wrote as a private investor to the then Transport Minister Hon.

Chirau Ali Makwere and the then Prime Minister Hon. Raila Odinga

respectively seeking tg invest in the transport sector and more specifically

in the construction of an electric railway System in I(enya (Annex 2). The

China Road and Brid.ge Corporation (CRBC) engaged the Government as

a. private entity and entered into a contract with I(enya Railways

Corporation in its private capacity and therefore the contract/procurement

was never a Government to Government procurement. It was initiated as-a

private business venture.

4.1,.3 On August 12, 2009 the then Ministry of Transport and China Road and

Bridge Corporation (CRBC) signed a Memorandum of Und.erstanding

(MOU) in which CRBC was to undertake a free feasrbiliry study on the

Standard Gauge Railway. The MOU provided that all facets of the

Standard Gaugg Railway projqgt 1vil1be undertaken m accordance with the

Laws of Kenya. The MOU aiso gave financing options for the project

under which CRBC was to source for funding of the project.

4.L.4 Kenyq Railways had initiated z procurement process of an independent

feasibility study by advertising in the media. An independ.ent consulting

firm was identified and tender awarded but the Ministry of Transport

MoT) cancelled the procurement process. Ideally a new procurement
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process should have been initiated and fair practice appyed but instead.

CRBC was chosen to undertake the feasibility study.

4.1-5 After compietion of the feasibility study, CRBC presented its report ro the

Ministry of Transport in January, 2012 in which it recommended that the

SGR be changed I}om an electric engile to a diesel powered engine. The

cost of the SGR is estirnated at usD 3.4- 3.8 brllion.

4.1.6 The Ministry of Finance on 4'h January,2OlO wrote to the Government of
China requestil g for a concessional loan for the construction of a new
Standard Gauge Railway at a cost of USD 2.5 Billio n (Annex 3) . The
funding of the project is not a grant to Kenya but rather a loan that the

people of Kenya are going to pay. Already I(enyans are being taxed
(Railway Development Levy) to repay the loan even before the project
cofiunences.

4-7.7 The Anorney General (AG) had advisecl Kenya Railways Corporation ro
ensure that the requirements of the Public Procurement and Disposal Act,
2005 are followed when the former sought the AG's comments and
approval on the commercial contracts.

4.1-8 CRBC undertook the feasibility study, design and preparation of bill of
quantities for the project and was later awarded the confract based on the
feasibitity srudy and costing that it had done. This is cleariy a case of
conflict of interest. The Government ought to have appointed an
independent firm ro.undertake the feasibili andS of the
proJect as part of due diligence and to get value for money in the project
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. 4.L.g A similar project is being undertaken in Ethiopia but at a lower cost yet the

Ethiopian railway is a duo line railway. Open tendering should haye been

allowed for Kenyans to get value for money and the different components

of the system (railway 1ine, locomotives and spares) should have been

awardedto different contractors and not to one contractor to mitigate the

risk of failure and al1ow fair competition'

4.1.10 In previous engagements between the Government of I(enya and the

Government of China tenders for projects were procured competitively'

Chinese companies wele allowed to compete openly for the tenders for

example during the concession loan ' fo' the I(enya Rural

Teiecommunication Development Project (Phase II, 2007) (annex 4)'

4.1.11 China Road and Bridge Corporation and its mothel company china

Communications Construction Company Limited were debarred by the

World Bank from participating in any of its projects for the period January

z0og to January ZO71 due to fuaud/ comrption and flouting procurement

rqgulllro-nq for 41o4-d_ptojest-they u4dertook in the Philippines (annex 5)'- '

 .L.IZ The leadership was misled into commissioning a project that is iaden with

irregularities. Due diligence ought to have been undertaken before

commissioning the project. His interest in the matter is transparency and

value for money for Keny a and exercise of his Constitutional right under

Article 95.
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,

(,)

(iv)

4.1.13 The Committee observed that:_

(i1)

Article 227 of the Constirufion of I(cnya provides that pubric procurernent
should be faff, equitable, transparent, competitive and cost effective.
China Road and Bridge Corporation initiated the project and undertook
the feasibility study, design and costin g forthe proje ct andwas awarded. the
tender' This raises issues of conflict of interest and 1ack of d,ue diligence as
:rr..1l .-,. ^--^^rly!{ !!- .1-\ ''i'-jrsr.r.oris as Lo -wiietircr Kenyans wrll get value for money on tlre
project due to lack of competitron in the procurement process.
China Road and Bridge Corporation and its mother company China
Communications Construction Company Lirnited were debarred by the
world Bank from partictpating in any of its projects for the period January
2009 to January 2017 due to ftaud or coruption and flouting procurement
regulations for aroadproject they undertook in'the philippines.
No specific costin g d.atawas given to assist in cost comparison of proposed
SGR in I(enya and others outside the country.
The project was commissioned befbre securing fi_nancurg

(ii,

(v)

4.2

The Director General of the Public Procurement oversight Authority (ppoA),
Mr: Maurice Juma, appe*red before the Committee on 20rh lanuary,2014 to
adduce evidence on the procurement process for the constluction of the Nairobi -Mombasa Standard Gauge Railway. He informed the commimee that:_

4.2.1 Ken Railwa orr Octob ei 2"d 2012

C

o
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pubiic procurement and disposal regulations, 2006. The Procuring entrty

reported- that it had engaged China Road and Bridge Corporation through

a direct procurerne11t at a cost of USD 1,146,191,008.75- According to

KRC, the use of direct procurement was premised on sectionTa Q) @) of

the procurement 1aw and the fact that there was an MOU belween the

Mrnisrry of Transport and CRBC for a feasibility study with the option of

considering construction of the Standard Gauge Railway.

4.2.2 Upon completion of the feasibility study and review by Kenya Rarlways

Corporatron (KRC), CRBC was awarded a tender in July, 2012 and

communicated to the company in October,2012 to construct the Standard

Gauge Railway (SGR) at a cost of USD 1,746,797,008.75 exclusive of

vAT, Customs Duties, IDF fee, Cess and withholding tax (annex 6)- A

negotiation comrnitree was appointed in August, 2012.

4.2.3 Kenya Railways corporation withdrew the award citing that the

procurement was Goverrrment to Government and was therefore not

subject to the provisions of the Public Procurement and Disposal Act,

2005. PPOA adv ised KRC agarnst tJre us.e ofdirect procurement since the

method was not competitive and requested for additional information on

the subject project for purposes of review (Annex f - The documents were

never availed. KRC wrote citrng that the contract with CRBC resulted from

a negotiated grant between the Governrnent of Kenya and the Government

of Chjna thus G-G funding and therefore section 6 (1) of PPDA, 2005

appiied.

the PIC on the Procutenrcrut, Agreemerds and Ftnancingfor tlrc

Corustruction of the Starudard Gauge Railway ft'om Mombasa to Nairobi (Pltase I)
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4'2'4 According to section 6 (3) of the Public Procurement and Disposal Act,
2005 Government to Government procurement should have a negotiated
grant' There was no documentary evrdence submifte.l by KRC to suggest
that the contract was Government to Government except their letter
ildicating a Government to Government arrangement.

4'2'5 The KRC hacl entered into a commercial agreement with SRBC on the
.1 ,,-.^1 ^__.-I it'\lPil iilthahf 

^+ ^ L'a^ -^ -r -- -:l -l",v, e:url1i^\-1r.1 \J1 cL .;Ldrtudlu UaUge KailWay.

4'2'6 In a letter d'ated 3'd octob er, 2072, the Solicitor General rndicated that the
said procurement sha1l be subject to the financrng agreemen t andtherefore
section 6 of the public procurement and Disposal Act shalr apply (annex
s)

4'2'7 PPOA had not done due diligence on cRBc. It was the procuring e,tity
that was to undertake the due diligence on the contr actor.

C e)

4.1.8 The Commiftee observed that:_

(1) The Attorney General had offered. generai advice
Procurement and Oversight Authority reiating to
Govemrnent transaction or affangements.

(ii) The commercial contract between KRc and cRBc resulted from a
negotiated grant between the Government of I(enya and.the Government
of China
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4.3 EVIDENCE BY GEMENT O WAYS

coRPORATTON

The Acting Managing Director, Kenya Raiiways Colporation, Mr. A]fred

Matheka appeared before the Committee on 206. January, 2Ol4 to adduce

evidence on the procurement and financing for the construction of the Standard

Gauge Railway. He informed the Committee that:-

4.3.7 A Tri-partite agreement was signed by the Governments of I(enya, Uganda

and Rwanda for the construction of a Stan dard Gauge Railway. To action

the ue

RAIL

by the Presidents of EAC the Cabinet in August, ZOIZ

approved the development of a Staldard Gauge Railway linlcing Mombasa

to Malaba with a branch line to I(isumu.

4.3.2 The then Ministry of Transport on 12'h August, 2009 signed. an MOU with

China Road and Bridge Corporation (CRBC) for a feasibility study and

preliminary design of Mombasa-Nairobi section of the railway with the

option of considering the construction. Under the Memorandum, CRBC

could identifu the financiers and mobilize resources at no cost to the

Qovernment of I{enya (Arunex 9). - ,

4.3.3 The Feasibility study report was submitled to Kenya Railways Corporation

(KRC) in January, 2072 and I(RC approved the feasibility study and

preiiminary designs report on26th June, 2072.

4.3.4 The scope of works approved in the feasibility study report included:

(a) construction of 609 Kilometers of single track railway;

(b) construction of stations, workshops and freight exchange depots;
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(c) supply and installation of facilities including signaling anci

comnunication, electricity and water supply;

(d)supply and commission of 56 1ocomotives;

(e) supply and commissioning of 1,620 freight wagons;

(f) Supply and commission of 40 passenger coaches; and

(g) Training and capacrfi building.

z1 ? ( T T-^- ^^--{^+i L' Li^ .- C^ ^ ^:i-'.1'.J. ..L:.)..) ui-:ljii uorirplciioll oi LilC ieasiiliiiiy >luuy anci levrew by i{I-C, CR.BC Was

awarded a tender (Annex A b construct the Standard Gauge Railway

(SGR). Kenya Railways Corporation withdrew the award citing that the

procurement was Government to Government and was therefore not
subject to the provisions of the Public Procurement and Disposal Act,
2005.

4.3.6 The standards of the SGR compared to the currently existing meter gauge

Railway is as follows

30 | Spectal Report of the PIC on the Procuretnent, Agreenzents anrl Financittgfor the
Construction o1t the Standard Gau.ge Ratlway fi'om Montbasa to Nairobi (phase I)

Table 1: Comparison Between the Standard Gauge Railway and Existing Meter

Gauge Railway
Itern Standard Gauge Railways Metei'Gauge Railways
ClassiJication Class I Class III
Gauge 1,435 mm 1,000mm

Track Srngle Track Single Track

25 tones 16 tones

Speed 720Km/h 40Km/h
Minimum Curve Radius 1,200m, diflicult 800m 775 m (10 degrees)



--,->..-

Diesel
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ttr3te
Manual (CurrentlY

block (ComPuter aided)

inter-statronAutomatrc
Type of signalrrg

S
TrackSingle
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fufure
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passengers

Freight and
TraffrcT argeted

1.5 mlllion tones
million tonesZBuhng capaclryDeslgn ha

oration had entered tnto a commerctal agteeta&L]t

4.3.7 The KenYa RailwaY CorP

ofa SGR at a total

financiers had- beenwith CRBC on the

was to come into force once

billion. The conffact 6 (1) of the' Public

identrfred' KRC used the Provisions of sectton
of the

Procurement ald DisPosal-Act, -2005 to undertake the.Procurernent

project under a Government to Government arrangement'

KRC thrPuBh Lrt irrter-

4,3.8 Due diligence was undertaken on CRBC bY

rninisterial delegatton that undertook L visit. The ChueeSe fl'rnbassY'
the

June, ZOLZ expressusg supPofi and

cost of USD 3 '804

gth
Nairobi wtote on

capacitY of CRBC to Undertake the project (Annex 10)
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4.3.10 The

the company and some of the
(Annex l1). The comp any had
as birrh 19 at the I(enya ports

ucy Hospital arnong others.

concessio nal 1

enf is seeking a loan of USD
oan of I/SD 1.6 billion e

3.233 bitlion parr of which is
1Ir^ro'.^_ua1a). ol"/o Of, the pro"Tect is to be finance

tltt,f\lr1/^^.1.-.-{e! u.).U !.OJJ ot_lhon commercial
to USD S7I Million (I(shs

d by the loan whiie I SYoequivalent
Government of Kelya

s0 biilion) rs to be financed by the
Interests on the Ioan is

usrng the Railway Development L.rry. The
comrnercial loan is 6.93

2% per annu[r and the insurance on the
instaiknents. 

The ]oan
% of the loan ro be paid in tluee premium

Credir Insurancs Co{p

rs rnsured by Chrn ese firrn Chrna Export and
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4.3.I2 The Committee observed that:-

(1)TheCabinetinAugust,zLl|approvedthedevelopmentofaStandard

GaugeRailwaylhkrngMombasatoMaiabawithabranchlinetol(isumu.

(i,)I(enyaRailwaysCorporationawardedCRBCatendettoconstructthe

StandardGaugeRailway(SGR)usingdirectploculementbutthiswas'ting that the Procurement was
withdrawn by the procuring entity cr

Government to Government'

(iiD KRc used the provisions of section 6 (1) of the Public Ptocurement anrl

DisposaiAct,2005toundertaketheprocurementoftheprojectundeta

Government to Government arangement'

(i,)Anindependentconsultantwillbehiredtoreviewdesigns.andsupervise

the track construction' supply and installation of facilities and

commissioning of all locomotives and rolllng stock in addition to

unclertaking design review of all the designs'

(,) A.Cash flow analysis had been done by the National Treasury to determrre

thattheprojectwillhavesufficientcashflowandthatthedebtlimitwillbe

sustainable

act Assessment of the project wzS'also undertaken
(vr) Al Environmental IrnP

with NEMA certificate obtaine d with mitigation measures being factored

in the Prolect

4.4

Eng. S. ouna, chairman of the contract Negotiation Team , appe*ed before the

Committee to adduce evidence. He jnformed the Committee, that:-
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4.4.1 CRBC and KRC
furnkey contracts

facilities, iocomoti

appomted negodation teams to negotiate commercial
for civil works and for the suppry and installation of

ves and rolling stock.

4'4'2 The purpose of the negotiation was to prepare a draft.commercial contractthat was to be signed between KRc ura cngc fb; ,;;:;;;;;;:
::'.',""j:1,**ora 

ro Nairobi SGR proje*. The negoriarion u,as ro focrisurr LrrL iuljowlng aleas:

(a)Particuiar conditions of the projects,
(b) Sched ule.of paymenr,

(c) Bills of euanriries,
(d)I(RC requirements and specifications and,
(e) Contract price.

4'4'3 The contract is aligned to F'IDIC lggg conditions of contract forEPC/TurnklY Projects (Part II) and the Bils of quanriries were based onpreliminary design of rhe ratJway as well as agreed specifications.

4'4'4 The standards that will determine the performance of the ratlwayjnclude:Design speed, class of the rallway, maximum ,ru,O'.rJrr,';;;curyafure, axle 70ad, and. the Iength of the crossing loop. The agreedparameter wil, enable the railw ay to have a maxim um capacity of 22million tons per annum, which would enable ,, r;.;;; ar leasr 40 %o o,ffreighr delivered ar Mom basaby 2035.
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4.4.s The.partres considered certain unit costs and made appropriate adjustments

whichreducedtheoriginalestimatebyKshs.2,64l,Zss,12.4.69bringingthe

contractpriceforcivilworkstolfths'2ZO'921'5OZ'ZZ1'08'

4.4.6 The Committee observed that:-

inted negotiation teams to negotiate commercial
(1) CRBC and KRC aPPo

mrnkeY contracts for civil works and for the supply and installation of

roiling stock with the purpose of preparuxg

C

L

facilities locomotives and

(i')

dtaftcommercial conffact' 
-r+ nnctc ,n'1 rnA( ljustments

ThepartiesconsideredcertainunitcostsandmadeapproplLateaC'

which reduced the original estimate by Kshs. 2,64L,283.,|24.69 thus

bringingthecontactpriceforcivilworkstol(shs.Z2o,gZ!,502,221.08.

+.5

The due diligence team informed the Committee that:-

A.s.rThe GoK Lndertbok duq'diligence on cngc to confirm its suitability to

undertake the impiementation of the project by sending a delegation to

china from z.,b october to 5,h Novernber zorz. The objective of the due

(i) Confirmlng that CRBC technicai' financra

resource capacttyto deliver the railway project;
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development and.

facilities for the project; and
(iii) Experie,cing Chinese technology rn design and functionarify of therarTway infrastrucfure and support facilities to be appTted,to Mombasa-Mal ab, a /I(is umu Railway.

4.5.2 The CRBC due diligence repoff confirmed the foilowmg:-(i\ r-pn
\^,/ '-1\J C is :l tpnto*n-"^;ru6irlLlELr CuiporatlOn by the S tate Administration forIndustry and Commerce since B,h Decernber, 2005

(ii) Visiting CRBC nominared parhrers for the

their capaciry ro

Railway project

deliver supporting

, regstration No.100000i 003996;

(ii) The regisrered address is C gg

D ajie Zhoungle plazaB ei.ling;

enwai Road I)ongcheng District

(iii) cnsc is a large scale state-owned foreign trade and, economiccorporation enterprises that focuses on constr:uction of roads, ra,ways,airports and other transport infrastrucfure;
(iv) The Corporation se.es as a window and platform for the overseasoperarions of china Communicatio,s Consrrucrions 

"o;;r* Lirnited;-';H;;I#b1lshed 
relevant branches in 40 counrries grobatry

(vi) CRB C is a reputable company with national and rnternadonalrecognition for the delivery of infraskucture projects;(vii) The Co4porarion has undertaken several large railways developmenPro.Jects in China including Berymg- Shanghai High Speed Railway,Hrabrn-Dalian passenge r dedjcated line Guangkun mixed tr affrc amongothers; and

(-vrir) CRB C has the

capacity to
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(rx) CSR Ziyang Locomotives Manufacruring Company based in

Chengdu in China has been identified by CRBC to parlner with it to

. deliver locomotives for the project as per the equipments suppliers

submined to I(RC by CRBC. The facility has a production capacity of

500 diesei and electric locomotive per year.

(x) Locomotive range frorn meter gavge to broad gauge and from heavy

haul passenger and shunting locomotives.

(xi) One of the standard locomotives manufactured by the company is type

DF8B-a36B0KV/ locomotive similar to the one specified for the

Mombasa- Nairobi SGE freight haulage. The locomotive has been

developed in China along with engine and electrical transrnission and

has a proven technology dating back to 1.998. The locomotives is

current$ operating in Turkmenistan and Kazakhstan

(xii) The facility also manufactures and exports locomotives parts such as

crank-shaft, wheels , andbraking gear to the US, EU and India.

C ommittee' s Observations

4.5.3 The Committee observed that:-

(D The GoI{ undertook due diligence on CRBC to conJirm its suitabiiity to

undertake the implementation of the project by sending a delegation to

China between t]rre 27tn of Octob er, 2OlZ and the 56 of Novemb er, 2OlZ.

The due diligence confirmed that CRBC and its appointed sub contractors

have the techaical, fiaanciai and manageriai or human resource capacity to

deliver the proposed Mombasa- Nairobi SGR
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4.6

RA .wAY
S COR ORA N

General (Rtd) J. M-' Kianga, Chairrnan of the Board of i(enya Railway
Corporation, appearcd before the Commimee to adduce evidence on the
procurement and financing of the construction of the Standard Gauge Railway.
He informed the Comrnittee that:-

'1'6'i Foilc;-r','ing thc cntci"itrg iirio tirc ctrncession agreement wrth ltrft Valey
Railway in October 2006, tire mandate ofKRC was redefined ur line with
Vision 2030 through a five year strategic plan , 2007-20L2. One of the key
strategic objectives of the plan was to develop a national railway network.
This led to the development of the I(enya Nationai Railway master plan
which was adopted at the EAC to become part of the East African
Community. The Mombas a-Malaba/Ifisumu SGR is a key component of
this plan- This informed the tender for rhe Feasibility Srudy and
Preiiminary Design of the Mombasa -Malaba/Kisumu sGR

4'6'2 The feasibility str-rdy report by CRBC was submitted to I{RC by rhe

Permanent Secretary, MoT in F'ebrua ry 2011 for review. The study covered
items such as: ttaffic forecast; project necessity; route selection and
terminals; techaical standards; operation planaing; technical description;
environrnental assessment; construction period assessment; economic
valuation; and'conclusion and recommendations.

4'6'3 The procurement of CRBC was through an MOU between the Minisky of
Transport and CRBC and signed by then Minister for Transport, Hon.
Chirau Ali Mrvakwere on behalf of the Ministry of Transport.

4.6,4 KR

Study and Prelimlnary Design. Prior to the approval of the F'easibrlity
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Study and Prelimit ury Desigh, KRC received affirmation vide letter d,ated,

8'h June' 2012 from the Embassy of the Government of the people,s

Republic of Chraa in I(enya expressing their support to CRBC in their
involvement in the project.

4.6.5 The need to include the supply and installation of the facilities an6
equipment in a turnkey project is to ensure seamless development of the
railway and for the railway to cornmence revenue generation imrned-iateiy

the infrastruch-rre is ready.

C ommittee' s Obs ervations

4.6.6 The Committee observed that.-

(1) The procurement of feasibility study was through an MCU between CRBC
and the Mrnistry of Transport, signed by the then Minister for Transport,

Hon Chirau A-1i Mwakwere.

(ii) The tender for the F'easibility Study and Prelirninary Design of the
Mombas a-Malaba/Kisumu SGR, was inform'ed by the Kenya National
Railways Master Plan that was adopted by the East African Community:

(iii) KRC was involved in the process of vetting and reviewiag the F'easibiliry

Study and Prelimiaary Design done by CRBC

4.7

INFRASTRUCTIIRE

Mr. Michael Kamau, the Cabinet Secretary for Transport and Infrastructure,

appeared before the Commiltee on 20ft Janu ary, 2014 to adduce evidence on the
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4.7.1

procurement and financing of the construction of the Standard Gauge Railway.

He informed the Committee that:-

A Tripartite agreement was signed by the Governments of I(enya, Uganda

and Rw anda for the construction of a Standard Gauge Railway. The

objective of the project is to ensure seamless and efficient railway that will

result in lower cost, quality of services and high ievel of safety. The salient

-.. ..C r'i.... .. , ,1
rtraLu.rcs oI tIIc agleerllellL wele uIaL:-

(a)The three countries were to use unified standards for the construction

of the SGR;

(b)The construction and completion is to be undertaken within set

timeiines; arrd

(c) There should be seamless operation of the Railway Iine.

4.7.2 The Ministry of Transport signed an MOU with Chjna Road and Bridge

Corporation (CRBC) for a feasibility study with the option of considering

the construction (Annex 9). Under the MOU, CRBC could identrfy the

fixanciers and mobilize resources at no cost to the Government of I(enya.

4.7 .3 Upon completion of the feasibiliry smdy and review by l(enya Railways

Corporation (KRC), CRBC was awarded a tender to construct the

Standard Gauge Railway (SGR) (,Annex @. Kenya Rariways Corporation

later withdrew the award citing that the procurement was Government to

Goverrrment and. therefore applied the provisions of section 6 (1) of the

Ptrblic Procurement and Disposal Act, 2OO5 to undertake'the procurement

-utydeta-
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+7 4 The Attorney General authorized the signing of the commercial contract

and subsequent action by the Attorney General indicated approval for the

pro ject (Annex 12). The contracts would not come to force until a financier

was identiJied and funding commitrnent made-

4.7.5 The project waS procured through a Government to Govenrment

arrangement. This is normally the case where the Government uses

development partner funds. Under such circumstances the rules of the

funding partner are used. The Chirrese procedure requires that a feasibility

study is done by the same company that will undertake the development of

the project. I(RC had entered- into a commercial agreement with CRBC on

the construction of a SGR. The total cost of the project was USD 3.804

biIlion. The contract.was to come into force once financiers had been

identified

4.1 .6 Kenya Railways Corporation undertook due diligence on CRBC through

inquiries from the Chinese Embassy, Nairobi which wrote the

capactty of CRBC to undertake the project. KRC also sent a due diligence

- technica I team/ delegation to visit the company and some of the projects it

had undertaken jn China. Further the company had undertaken mega

projects in Kenya such as birth t9 at the Kenya Ports Authority, Thika

Super Highway, Mama Lucy Hospital etc.

4.1 .7 The total cost of the project is USD 3.2 b11lion part of which is a

concessional loan of USD 1.6 billion and a cornmercial loan of USD 1.63

bi1lion. 85% ofthe project cost is to be financed by the loan while 15% is to

be financed by the Government of Kenya using the Rallway Development
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L.uy. The Interests on the loan is 2% per annum and the insured by a
Chinese firm, sinosure, at the rate of 6.9% of the loan to be paid in
installments

4'l '8 An ifldependent.consultant will be hired to review designs and supervise
the project before it starts and during construction phase. A cash flow
analysis was done to determine that the project will have sufficient cash
{1,-r, .snA i1n,:* ii-^ )^'ut. it-, . tL 'ir 1riu '" i.'ri.: Lircil Li-ic Gert iiinit wili De sustairtaOie. An -Envrronmental Impact
Assessrnent of the project was also undertaken, with NEMA certificate
obtained, with mitigation measures being factored in the project.

4'7 '9 American standards were used in the project. The implementation of the
project will ensure that there is capactg buiiding where skills and.
knowledge will be transferred. The project seeks to implem ent amonolithic
raiway but structures such as bridges, tunnels will be built to accommodate
an additional line in future. Brand new workshops will also be burlt in
Embakasi to cater for maintenance facilities.

4.7.10 The Commiffee observed that:_

(i) There was no competitive biddrng on the project since it is only one firm
(china Road and Bridge Corporation) thar initiated rhe project and
undertook the feasibility sfudy, design and costin g and. was subsequently
awarded rhe render (CRBC).

(iii) The Mou on the feasibility srudy provided rhar CRBC underrook the
&asib,iLrty_

_n4_--th.,-.p4_o;lec[=4t_no__qpg.t=-.to-.-.the.=___

Government.
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(iv) Kenya Railways Corporation invoked section 6(1) of the public

Procurement and Disposal Act, 2005 in exclusion of section 6 (3) of the

same Act citing that the financing of the project was by a negotiated. grant.

(v) The Attorney General authorized the signing of the comrnercial contract

and subsequent action by the Afforney General indicated an approval for

the project.

(vi) I(enya Railways Corporation undertook due diligence on CRBC through

inquiries from the Chinese Embassy, Nairobi wtrich confirmed the capacity

of CRBC to undertake the project and a due diligence technical

team/ delegation that visited. the company and some of the projecti it ha6

undertaken in China.

(vii) Al independent consultant would be hired to.review the design and

supervise the construction to ensure that the public gets value for money.

(viii) American standard and not Chinese standards are the choice of the project.

4.8

Mr. Henry Rotich, the Cabinet Secretary for TreaSUry, appeared before the

Cbmmiftee on 21" January,2OL4 ta adduce evidence on the procuremeni and

fi-nancing for the consfruction of the Standard Gauge Railway. He informed the

Committee that:-

4.8.1 Treasury is not directly involved in the implementation of projects. The

responsibility of the procurement and rmplementation of capital projects

including and evaluation lies with the line Ministries/State

agencies while Kenya Nationai Audit Office provides independent audits

as required by law. The role of National Treasury in respect of such
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proJects Is to secure the required financial resources to undertake the

projects as long as they are in line with the National Developmelt Plans.

4.8.2 The Cabinet approved the development of the Standard Gauge Railway in

August, 2Al2 followed by the signing of a bilateral agreement by the

Governments of I(enya and rJganda for the construction of a Stan dard,

Gauge Railway and later converteci to a Tri-partite agreement after

l? i;tzari; in'irr,-rJ 11^,e r,r,'.ir.,-iLrrv l/l vJ e! L.

4.8.3 The Standard Gauge Railway project involves construction of a railway

infrasfructure (civil works) ancl procurement of facilities and locomotives

on an Engineering, Procurement and Construction (EPC) arrangement at a

cost of IJSD 3.8 biilion.

4.8.4 The project will be financed throrryh a loan that will cover 85% of the
' project and Government of I(enya contributing 75% of the cost of the

project. The National Treasury submitted a formai request to the

Government of China for financial assistance towards implementation of
the project jn October, 2012 (,4nnex 13) The Kenyan component will be

financed through the Rarlway Development Levy The Treasury has

aLready issued regulations on the Railway Development Levy.

4.8-5 The loan wil1 cost USD 3.23Bi1ion from EXIMBank of China comprised

of a concessional loan of USD 1.6 billion and a commercial loan of USD

1.63 biilion. The concessional loan is for 20 years and has a graceperiod of

. =7 yg+u- and an interest ws-qtue Per.4!_1UIL rcial loan is
for 10 years and grace period of 5 years and insurance cover of 6.93% of
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the commercial loan and interest of six months LIBOR + 360 basis point.

The loan has a grarrt element of 35%. The insurance component is always

avatlable for any commercial loan. For Chi:ra, the insurance cover has to
be done by a Chinese fum, SinoSure. The insurance cover is to take care of
nonpayment.

4.8.6 The major financial implications of the project wili be IGhs. 34g.44bi11ion

relating to:-

(d) EPC confract for USD 3.8 billion covering USD 2.651billion for civil
works, and USD 1.146 billion for facilities, locomotives and. rolling

stock;

(.) IGhs. 8.04.bi11ion for compulsory acquisition of 2,253 hectares of land

for the railway corridor;

(0 Kshs. 10.6 billion for Embakasi Inland Container Depot (ICD)

expansion prograrrune, facility d,evelopment and container handling

equrpment;

(g) Kshs. 1 billion for land acquisition for the Ernbakasi inland depot; and

(h) Kshs. 3 billion for project supervision.

4.8.7 Treasury signed.an MOU in Ju1y, 2012 with EXIM Bank in China rhat was

wifiressed by the President of the Republic of Kenya (Arunex 1$. TheMOU

was based on the commercial agreement befween Kenya Railways

Corporation and China Road and Bridge Corporation (CRBC). There is no

sovereign guarantee by the Government of Kenya on the loan. There was

direct borrowing from Exim Bank of China. The loan is to the Government

of Kenya and is on lent to Kenya Railways Corporation. GoK and EXIM
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Bank of Chuia signed an MOU because EXIM Bank provided the funds

andrcpresented the People's Republic of China.

4.8.8 The Government of I(enya has met all the requirements of the EXIM Bank

of China which include; an Assurance that the Government will guarantee

rninimum freight demand for the SGR through execution of take or pay

agreernent befween KRC and the I(enya Ports Authority and confirmation
r1-.^r r--) ^:i---^,- l-t^--^1 .-r- -i-.-
LIri1L.J-\cli1\y<Ly Dcvcrupurcl.rL r'uiici wil] be uscci Lo repay the ic,an. EXiivi

Bank of China is currentiy going through its internal credit approvai

process following which it wil1 submit to GoK,. through the National

Treasury the Financing Agreements. The financing agreement has not yet

been signed.

4.8.9 I(enya Railways Corporation had awarded CRBC a tender under direct

procurement which it later cancelled. The cancelation of the awaid. under

direct procurement did not negate the commercial contract signed in July,

2012. The canceilation \\ras only meant to correct the procurement process

from direct procurement to Government to Government auangement.

4.8.10 An arrangement will be struck with I(enya Ports Authoriry to ensure that

sufficient volumes of freight go through the Standard Gauge Railway. No
guarantee has, however, been given on the volumes for the ratlway cargo.

4.8.11 The current GoK debt limit is Kshs. 889 billion against a ceiling of Kshs.

1.3 trillion approved by Parliament; The debtratio is therefo re 38.7%.
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4.8.12 The Attorney General provided guidance on the procurement process and

cleared the commercial cont-ract.

4.g.1J An independent consultant wiil be hired to supervise the project once it

starts to ensure that the project is completed'

bs

4.8.14 The Committee observed that.-

(r) The Cabinet approved the development of the Standard Gauge Railway in

August, Z0lZ followed by the signing of a bi-latera! agreement by the

Governments of Kenya and Uganda for the construction of a Standard

Gauge Railway that was later upgraded to a tri-partite agreement when

Rwanda joined.

(iD Treasury signed an MOU in July, 2Ol3 with EXiIM Bank in China that was

witnessed by the President of the Republic of I(enya, based on the

commerc tal agreement between Kenya Railways Corporation and China

Road and Bridge Corporation (CRBC)'

(ii1) There is no guarantee to ensure that sufficient volumes of freight go

through the Standard Gauge Railway'since no agreement has been signed

betrveen Kenya Ports Authority a-nd Kenya Railways Cbrporation.

(iv) There is no financing agreement yet signed befween the Government of

Kenya and EXIM Bank in China.

(v) There is no sovereign guarantee by the Government of Kenya on the

commercial and concessional loan from the Government of China.

(vr) An independent consultant would be hired to ensure the project is

comPleted time1Y.
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4.9

Prof' Githu Muigai, the Attorney Gen eral, appearedbefore the Commit[ee on
2L" January, 2014 to give evidence on the proclrrement and financi,g for the
construction of the Standard' Gauge Railway. He informed the Commiftee that:-

4.9.1 The oflice of the Attorney Generai 1s an advisory office that offers legal
advice to the Government of I(enya, promotes ruJe of lau, a'd good
governance

4'9'2 I(enya Railways Corporation has executed twe commercial contracts; one
for the devel0pment of the Mombasa - Nairobi sGR and. the other for the
supply of facilities, locomotives and rolling stock for the Mombasa
Nairobi section of the Standard Gauge Railway. The Aftorney General
advised that, amendments be made on the contract and that there must be
compliance with the Public Procurement and Disposal Act , 200s. The
signing of the commerc tai_ agreements is a condition precedent to the
llnancxlg agreement. The financing agreernent has not yei been signed anci
it must be certified by the State Law office.

4'9 '3 A Government to Government (G-G) arrangement is not a procureme,t
method but an arrangement belween sovereign nations that could support
procurement activities' A G-G agreelnent is not a method for selecting
suppliers so as to support the award of a conkact. The purchase of BVR
kits brought to the fore challenges in this kind of arrangement and. this
experlence informed the advice given to public procurement Oversight
Authoriry (ppOA) by the office of the Attorney General @tyr:,l0,
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4,.g.4 The Attorney General's office did not validate the procurement process but

approved the commercial agreements conditional to the Ministry

Department and Agency (MDA's) fulfilling the conditions and

amendrnents proposed by the Attorney General. The office advised that

Article ZZ7 ofthe Constitution of Kenya should be observed to the utmost.

public agencies are expected to irnplement procurement methods that are

fak, equitable, transparent, competitive and cost effective and with full

application of the Public Procurement and Disposal Act No. 3 of 2005,

Laws of KenYa.

4.g.5 The Anorney General advised PPOA against allowing certain kinds of

contracts and advised I(RC and the Ministry to put in place certain

amendments before signing the commercial contracts

4.9.6 There will be no liability on the part of the Government of Kenya if the

contract faiis since the financrrrg agreement has notbeen effected'

4.g.1 The Commiftee observed that:

(r) Article ZZI of the Constirudon of I(enya provides that public procurement

should be far, equitable, transparent, competitive and cost effective'

(iD A Government to Government (G-G) allangement is not a procurement

method but an arrangement between sovereign nations that could support

procurement activities'

(r1D The Office of the Attorney General approved the commercial agreements

conditional to the Minishy of Transport and Kenya Railways Corporation

fulfiIling the conditions and amendments proposed by the Attorney

General.
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(iv) There are no contracLuar liabilities on the part of the
since the financing agreement has not been effected
agreelnent that is bound to create such contracruai ob

Government of Kenya

and it is the financing

ligations.

4.70 o G

The Commissioner General. I(enya Revenue Ar_rthoriiv , T:{t_ }Jjiraini appeaicci
before the Committee on 22"d January, Zorlto give evidence on the status of the
revenue collected under the Railway Development Levy. He informed the
Comrnittee that:-

4'10'1 In the Budget Statement for Fiscal Year 2013/14 delivered on 13,h June,
z0l3 the Cabinet secretary for trre Nadonal Treasury proposed an
amendment to the Customs and Excise Act, Cap 472, Laws of Kenya, so
as to rntroduce a Railway Development L",.y of 1.5 % ofthe customs
value of all imported goods (,4nnex l6).

4'10'2 The objective was to rnobilize funds for the construction of a Standard
(-l ,r,,nn T) ^:1----.'rdu8c r\?-iiw?j nerwork in order to facilitate the transportation of goods.
Therefore the Railway Development Levy collection was inkoduced with
eflect from i" July 2073, paya'bleby all,importers at a rate of 1.s%of the
customs value of the imports.

4'10'3 The Finance BiIl, 2013 indicates that an imports of domestic use aTe
subject to the r.5 % Raiiway Development Levy ro be paid by the rmporter
at the e4try point. It furrher indicates rhat the cabiner Secretary shal_I
establish a Railway Devel0pment Lerir F'und where ar-l the proceeds are to
be paid and is to be managed, adrninistered or wound up l_n accordance
wiilr-ihe -tsu

gemeRt Acf; 20 1tS {e-gu1a-ti-oRs.
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4.l0.AThe total collection of Railway Development Levy for the period 1st July,

' 2013 to 31st December, 2073 was Kshs. 10,052 ,287 ,901against a target of

Kshs. 6,1g0,260,9g0.11. The full year Treasury target for the Financial

year zo13/t4 is IGhs. 13,500,000,000 hence the remainine balance to

meet the target is Kshs' 3,441 ,772,099'

4.10.5 The Railway Development Levy is facing challenges in its appiication to

diplomats, goods destined for EAC Member States and bonded goods

destined for EpZ areas. The Authority is consulting with the National

Treasury on ways of addressing the challenges'

4.70.6 .The Committee observed that:-

(1) The Railway Development Levy was established to mobilize fi'rnds for the

development of a Standard Gauge Railway nelwork in order to facilitate

the transportation of goods and is paid by the importer at the entry point'

(i') Kenya Revenue Authority had surpassed its target in collection of the

Railway D eveloPrnent LevY

a[ pro...a, of the Railway Dqvelopmen! Lerry are channeled to thq

' 
- ' . : - ; ..{ .x,hinh iq fo he manased-^ administered or

Railway Development Levy Fund which is to be managed, admi
(iir)

wound up in accordance with the Public Financial Management Lct,2012

and the reguiations thereunder'

(iv) The Railway Deveropment Levy is facing challenges in its application to

diplomats; goods destined for EAC Mernber States. and bonded goods

destined fotEPZ areas.
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4.11

Hon' Chirau AIi Makwere, former Minister for Transport appearedbefore the
Committee on 3'd February, 2ot4 to give evidence on the procurement and
financing of the Mombasa - Nairobi Srandard Gauge Railway. He informeci the
Committee that:-
.l 11 r l r- .,,,,".'^.1 i- - -^ r'.r'i!'i.j'tu ;civuG aS tire ivirntster for Transport from 2005 to Z01O and was

succeeded thereafter by Hon. Amos Kimunya. During his tenure as
Minister for Transport, he .prior itized infrastrucrure development. He
identified CRBC with his own initiative through the internet and initiated
contact with CRBC based on theu capability to undertake the project
taking into account the nature of work that.the com pany had done in
China such as the

The company was

Mornbasa - Nairob

development of rhe Beijiag _ Shanghai Railway Line.
later awarded the tender for the construction of the

i Standard Gauge Railway.

4'11'2 There was a Cabinet approvalfor the development of the stand ard. Gauge
Railway' The specifications for the ratJway were made by the Ministry of
Transport.

q'n's He signed the Mou as the Minister for Transport but neyer awarded the
contract- At that poi,t he would not confirm that this was going tobea
Government to Governmen t arrangement since it was subject to review by
other Government Ministries and agencies,
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4.ll.4The CRBC wrote to Hon. Mwalmrere congratulating him for being

appointed a Minister andpresented a draftMou'

 .Lt.SThe cost of the railway varies in different sections of the Mornbasa -
Nairobi railway depending on the tertain, weather patterns, wildlife

migratory routes among other factors'

4.ll.6He was aware that China Road and Bridge Corporation was biackiisted by

the World Bank in the philippines. The Philipprnes issue was an isoiated

case since the company has been in business in I(enya for many yeals

without any issue of integritybeing raised against it.

4.1.7.1He does not know the Board of Directors of CRBC or when they were

registered in KenYa

4.1i.8 The Committee observed that:-

(1)TheCRBCwrote.toHon.Mwakwerecongratulatinghimforbeing
appointed a Mimster and presented a draftMOU for the feasibility study'

fit implies that the SGR was initiated UV CngC and not the Vf'nistw of

TransPort'

(i1) The MOU between the Minisfry of Transport and cRBc was the.genesis

and the basis on which the project was premised and executed' The Mou

provided the grounds for the feasibility itudy upon which the

' 
implementation of the standard Gauge Railway is based.

(m) The Hon. Chirau Ali Mwakwere was non-committal to any of the issues

raised by the Committee. The Committee noted that through his demeanor
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Hon. Mwakwere

atirude.

had dernonstrated arrogance and a condescendrng

4.72

Muli appeared-before the Committee on 5,h Febru ary,2or4to adcluce
a former Managing Director of Kenya Railways Corporation, on trre

rrrl rl ,ltf'1lrP rtr_ z)rlA +r-^^-- -ur:rui^! c'rrLr r.trldr'tu.iilg or l-ne lvlombasa - Nairobi Standard Gauge Rarlway
He informed the Committee that:_

4'12'1 The railway system linking Kenya and rJganda was deveroped over 100
years ago and now has serious limitations in terms of technology and
capacity' The railway sub-sector, which has been underperforming over
the years' is in urgent need for revampins to ensure it piays its rightful role
in the economic and social development of the counky and the region.

4.12.2 The current railway capacity hanclled only 0.9 mrllion tons in ?o1)/1.)

,";;r;;;;
period at a, growth rate of B % per annum. This means that 96 % of the
goods from Mombasa Port are presently handled by the more expensive
road transport' The performance of the existin g ratlwayline which is on
concession to Rift valley Railway since 1't octob er 2oo6has continued to
decline due to poor condition of the infrastructure, facilities, locomotives
and rolling stock- This is as a result of lack of inyestment.

4.12".3 The

per annum due to the foliowrng limitations:_
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(i) Steep gradient of 2.5 o/o and tight curvature of 775 meters radius limiting
delivery speed to less than Z0 Km/h

(ii)Weak structure limiting axle load to 16 tones, which in trrn limits the

hauling capacity.

4.12.4 On 3'd August, 2012 the Cabinet granted approval for the project as

foilows:-

(r) The development of a new Standard Gauge Railway linking Mombasa

to Malaba with a branch line to IGsumu;

(ii) The Standard Gauge Railway to be developed through a Government

to Government arralgement supported. by Government Bud.get and a

Raiiway Development and Maintenance Fund; and.

(iii) The Government to sign a bilateral Agreement with the Government of
the Republic of Uganda for joint development of the railway and

subsequent seamless operation.

4.12.5 KRC initiated procurement of feasibility study but was overtaken by
events when CRBC offeied to carry out the study at its own cost as ugr..d.

with the Ministry of Transport

4.12.6 KRC project specifications and concem for SGR study were drawn to
provide parameters of study and were finaliy discussed and agreed to
prior to completion of the study.

4.12.7 The development of the Mombasa to Maiaba/Kisumu Standafi Gauge

Railway will involve the construction and subsequent operation of
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approximately 1,250 kilometers and will be split up in two phases (Phase

1- Mombasa to Nairobi; Phase 2 - Nairobi to Malaba and Kisumu).

4.12.8 The Government recogntzed the need to cormrence with the

development of Phase I (Mombasa- Nairobi) since l0% of freight handled

at the port of Mombasa originates fi'om or is destined to Nairobi. Phase I

would therefore resolve the perennial freight congestion problem at the

port anci secure tire posilic.,n of iviornbasa as [iie pon of ciroice for iire

region and I(enya as a transport hub. Phase I is expected to be completed

by December,2016.

4.72.9 On 1" October, 2009 the technical officers from both Kenya andUganda

ftnaltzedthe Bilateral Agreement and the Minister for Transport (I(enya)

signed and dispatched it to Uganda for signafure. The Agreement has

since been scaled. up to a Tripartite Agreernent after the Republic of

Rwanda ratified the agreement on 28'h Octob.er , 2013 in order to extend.

the line to Ifiga1i. Each country rvould however develop the railu,ay

networlc within its borders to avoid procurement challenges. The

Mornbasa to Kigali Railway is expected to be in operation by December,

2018.

4.12.10 The tender for the construction of the Standard Gauge Railway flom

Mombasa to Malaba was viable and the Mombasa - Nairobi section was

awardedwithin the law.

4.12.11 Kenya Railways Corporation was involved in the vetting and review of

the feasibility study as well as the preliminary design done by China Road
- - and BiidgA-Corpoiation -foi -tlie piojeci-F ollowing the approval of the
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feasibility study and preliminary designs presented. by CRBG , on z6h

June 2012, KRC and CRBC entered into two commercial agreements.

One comrnercial contract was for civil works worth USD 2.65g billion
(Kshs. 220.9 billion) and the other commercial contract was for the

supply and installation of facilities, locomotives and rolling stock worth
USD L-L46 billion (Ifths. 106.1 billion). Therefore the total cost of the
project is USD 3.804 billion (IGhs. 321 brllion) at the exchange rate of
Ifths. 86 per USD). The contracts would not come to force until a
financier was identified and funding commitrnent made.

4.12.12 The due diligence conducted by Kenya Railways Corporation confirmed

that China Road and Bridge Corporation is a Gqvernment institution of
the People's Republic of China. It was formally established as a state-

owned enterprise n t919 with the name of China Road and Bridge

Engineering Company. (CRBEC). CRBC was registered by the State

Administration for Industry and Commerce on 8n December, 2005 and in
2006 it became a fully owned subsidiary company of China

Communication Construction Company (CCCC).

C ommittee' s Observations

4.12.13 The Committee observed that:-

(1) Kenya, Uganda and Rwanda signed a tri-partiie agreement for the

development of a Standard Gauge Railway network in the three countries.

(i1) There was a Cabinet approval for the development of a Standard Gauge

Railway.
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(iit) KRC had initi ated the procurernent of a feasibility study for SGR but

terminated it as directed by the then Minister for Transport.

(iu) China Roacl ancl Bridge Corporation did the feasibiliry studies, clesign,

costing and ftnally was awarded the tender for the construction of Standard

Gauge Railway from Mombasa to Nairobi.

(v) KRC had proposed fundamental issues to be addressed by the feasibilify

sfudy and implementation of the SGR project.
/ '\ |-a r- '1 

^ 
1 l'(or) i(euya iiaii-ways Cc-,rporatiort was involvcd in the vettrng anci review of the

feasibility study as weli as the preliminary design done by China Road and

Bridge Corporation for the project.

(vii) The development of the Standard Gauge Rarlway will rnvolve the

construction and subsequent operation of approximately 1,250 kilometers

and will be split up into two phases (Phase 1- Mombasa to Nairobi; Phase

2 - Nairobi to Malaba and I(isumu).

4.L3 EYIDENCE BY ENG. ASDIRTZAI( ALI, FORMER PERMANENT

SECRETARY. MINISTRY OF TRANSPORT

Eng. Abdnizak AIi, the former Permanent Secretary @S), Ministry of Transport

(MoT) appeared before the Committee on t2f, February, 2Ot4 to adduce

evidence on the Mombasa - Nairobi Standard Gauge Railway. IIe informed the

Committee that:-

4.13.1 There was no Cabinet approval for the project during his tenure as a

Permanent Secretary. This might have been done after he had Ieft the

Ministry

4.13.2 The Memorandum of Understanding on the feasibitiry study was

- - presenf-ed to- his-, offic-e, for'c onsid^eratioa-and .

the MOU they obseived that the MOU shouid remain as a gentleman's
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agreement between the two parties with no contracfual obligations to the

Government and that the sludy must be bankable and the Government

must draw the terms of reference for the sfudy andbe able to supervise and

approve it.

4.13.3 There were no discussions on the design and consfruction of SGR since

the consultations only focused on the terms of reference) content and

quality of the study, bankability of the sludy and that there was no

obligation arising on the part of the Government due to the MOU.

4.13.4 He is not aware that CRBC did the feasibility study, preliminary design,

costing and sourcing for funds and later awarded contract to construct the

railway.

C ommitte e' s Observations

4.13.5 The Committee observed that:-

(i) The MOU signed belween MoT and CRBC was an understanding belween

the two parties with no contracfual obligations to the Government.

(iD Consultations between MoT and CRBC on the feasibility study focused on

the terms of reference, content, quality and bankabrlity of the study and not

the design or construction of the Standard Gauge Railway.

4.L4 EYIDENCE BY REGISTRAR GENERAI

Mrs. Bernice Gachehu, the Registrar General appeared before the Committee on

13tr February arrd 12ft March,20!4 to give evidence on the legal status and

registration of China Road and Bridge Corporation. She informed the Committee

that:-
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4'14'1 China Road and Bridge Corporation was initially registered as China
Road and Brtdge Engineering Company under part 70 of the Companies

Act (Cap 486) on 2B'h December, 1984 under regisrration numb er tr66/84.
Part 10 of the Cornpanies Act, provides for registration of Companies

incorporated outside Kenya, Section 633 (1) states that ,'once a foreign
company establishes a place of business within Kenya, it should within 30 days of
their establishment deliver to the Registrar of Companies, a certifed copy of its
c/Ltrttzr attr! t)r rilottti,rafi(/rttn,:tl:d.4tiic!c:, c iist of its D;i.ec;oi.s a;id Secrciarics;, iire

naTlxes and postal address of persons authorized to accept seryice of process on behaf
of the company and the full address of the registered or principal ffice of the

company,

4'14.2 On 24'h December, 1984 the following documents were supplied to the
Registrar'of Companies in compliance with section 366 ofthe Companies
Act

a) Form 236, dated 20'h December lg|4, which shows the list of
documents that were delivered to the Registrar for registration of the
Company.

b) Form 231 dated 20'h December lg}4 which shows the list and
particulars of the Directors and Secretary of the Company.

c) trorm 238 dated 20ft December rgg4, which shows names and
address of persons resid-ent in I(enya authortzed to accept service on
behalf of the Company.

d) Form 250 dated 2On December 7984, which shows the sitr:ation of
the registered or principal office of the Company in China.
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e) A notanzed Business Certification and Statute of the Company and

their translation in English.

4.L4.3 Having satisfied the requirements of section 366,the Company was issued

with a Certificate of Compliance dated 28m Decembet, L984as per section

367 of the Companies Act (Annexl7).

4.14.4 There is a local registered Company under the Name China Road and

Bridge Corporation l(enya Limited which was registered on Z3'd

December, 2008 under Registration No. C.166624 with its Directors being

Mr. Peter Maingi Gatere and Mr. Leonard Mwangi Ndungu. The

registered office is tR NO.209l lt84/11, Mpaka Road, Westlands (Annex

1s).

4.L4.5 This name was inadvertently issued to this Company because when they

sought registration on Z3'd December, 2008 there was in existence another

Company under the name China Road and Bridge Corporation F66/84

on 9ft September,7996 through a change of name from China Roads and

Bridges Company. China .Road and Bridge Corporation

Kenya Lrnited has since been directed to change its name in accordance

with section 20 (2) (a) of the Companies Act.

C

4.14.6 The Committee observed that:-

(1) The nature of work and the undertaking by China Road & Bridge

Corporation Kenya Limited is not known. Its Memorandurn and Articles

of Association are missing in the registry at the Registrar of Companies.
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(ii) For the last 30 years that CRBC (K) ,which is a Chinese flrm, has been in
I(enya, it has never filed its audited accounts with the Registrar as required
in the Companies Act.

(ii') The CRBC l(enya Limited has also never filed its returns with rhe

Regish"ar's office, in contravention of the companys, Act, Cap 486, Laws
of I(enya.

(iv) The l(enyan company, CRBC l(enya Limited, issued with a certificate on
,i\

^alrlrrpt , < /r ll lW rYr^^ a^d,^4-^-.^) , ,1!'uluraluut Lr) /-wv\r vvar i(-BlbLUlcLt -ilraoverLel)Lly srnce UK1JU uhma was

aheady in existence at the time.

4.7s

FOR TRAI\SPORT

Hon' Amos Kimunya, fotmer Minister for Transport, appeared before the
Commiftee on 17th Februzry,2Ol4 to adduce evidence on the procurement and
financing of the Mombasa - Nairobi Standard Gauge Railway (sGR) He
informed the Committee that:-

4'15'1 The SGR project had been discussed severally since 2003.It is an integral
part of Vision 2030 as an enabler of trade and movement. Regionally it is a
core component of the modernization of the Northern Corridor (Mombasa
to Democratic Republic of Congo). officia1Iy, it was launched in State
House, Nairobi in October 2OOB, in a joint commuiriqud by president

Mwai ICbaki and President Yoweri Museveni of lJganda. This was
followed by btlateral discussions befween Kenya and. IJganda which
cuiminated in a btlaterar agreement documenting the necessary
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signed. Rwanda has since joined this agreement thus converting it into a
Tripartite agreement.

4,15.Zl(enya Railways Corporation (KRC) is a State Corporation set up und,er

an Act of Parliament, and is a designated. procurement entity as per the

Public Procuretnent and Disposal Act, 2005. In the past, Ministries have

been restrained from, and even reprimanded by Parliament and the public

Procurement Oversight Authority (PPOA) on involvement in procurement

matters of State Corporations' The Government of Kenya (GoK) was

represented in the KRC Board by the PS-Treasury, PS-Transport and. the

Attorney General.

4.15.3 Negotiations on the financing of Government projects are the mandate of
the National Treasury. Due diligence review *u: conducted. in
October/November,2072by a high ievel GoK/KRC team. The Embassy

of China in l(enya also expressed its suppor! for China Road. and Bridge

Corporation (CRBC).

4.L5.4 A Memorandum of lJnderstanding (MOU) was signed between the GoK
and CngC rn August,2.OOg #trerein the CRBC offered to carry out the

feasibiliry study and preliminary designs of the Mombasa - Nairobi
section at'no cost to the Government of Kenya, provided that the repoit
could only be used by GoK/KRC and CRBC. The feasiUitity srudy was

also subject to KRC review and approval. This is a standard requirement

for Chinese funded. projects, to establish the feasibility themselves before

involving their Treasury and Banks.
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4.15.5 The first Draft report of the feasibility study was forw arded to his office as

the then Minster for Transport in 2011 by CRBC when they visited the

Ministry as part of an officiaI delegation accompanying the Chinese Vicc

Minister of Transport.

4.15.6 The cost of the railway is high due to the gradient considering that the

terrain from Mombasa is varied rising ftom sea level to flat terrain and

high aitirucie. The raiiway was changed to dresel driven ciue to chalienges

of power but in future the trains could be converted to be elecfr"ic driven.

4.75.7 The Standard Gauge Railway was conceived to ease cargo transport

congestion. The railway wil open up the East African region and tap into

the transport market extending into eastern DRC and South Sudan. In the

rneantime the cost is high but in the long mn the project wilt be

worthwhile.

4.15.8 FIe stopped tendenng for a feasibility study by I(RC because there was

akeady a feasibility study underway by CRBC at no cost to the

Government. He stopped the paral1e7 sludy to safe money that was to be

used in procuring the feasibility study by KRC.

e)

4.15.9 The Committee observed that:-

(i) The Hon. Amos Kimunya issued a directive through the Permanent

Secretary for the cancellation of an independent feasibility sfudy that was

to be commissioned by Kgnya Railways Corporation.
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(ii) There was interfbrence by the Ministry of Transport on the procurement

process of the Standard Gauge Railway. The procuring entity was sidelined

to the periphery during the procurement of CRBC to undertake the

feasibility study and preliminary designs.

(ii1) The conduct of Hon. Amos I(imunya was contemptuous of Parliament

and his demeanor and conduct was condescending. He blatantly refused to

give rnformation and answer questions raised by Members during the

meeting in conh'avention of Article 35(1) (b) read together with Article 125

of the Constirution, section 23 of the National Assembly (Powers and

Privileges) Act, Cap 6 Laws of Kenya and Standing order r91.

4.16 EYIDENCE BY DR. CYRUS NJIRU FORMER

CRE

Dr. Cyrus Njiru, former Permanent Secretary, Ministry of Transport appeared

before the Commiltee on ZJ'h February , Zol4 to give evidence on the

procurement and financing of the Mombasa - Nairobi Standard Gauge Railway.

He informecl the Committee that:-

4.L6.1 The Ministry of Transport had signed an MOU with CRBC for a

feasibility study and preliminary design of the Standard Gauge Railway.

CRBC was to undertake the feasibiliry study at no cost to the

Governrnent. The MOU ought to have been interrogated further.

4.16.2 There are certaia projects that can be undertaken by the contractor who

did the feasibility strrdy, design and costing, This is, however, an

unconYentional method of infrastructure development and is normally
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done fbr huge projects where funding is a chailenge and where the

contractor cafi source for funding. Many countries were approached by the

Government to fund the project but dechrled except China.

4.16.3 The prompt implementation of the project wili be beneflcial to Keny a and

the region. There should however be professional supervision of the

implernentation of the project.

4.16.4 I(enya R-ailways Corporation had initiated a process for procuring an
;-3-----.-i-. -r f- '-i'i', i r- ' .1liiucpellucliL 1easlDl]lLy sLlioy. Dullng-Ln1s pellocl [nere was a o.1scuss1on

within Government that a parallel study should not be commissioned. As

a result he was directecl by the Minister, Hon. I(imunya, to terminate the

procurement process of aparaTlel feasibility study

4.16.5 Kenya Railways raised issues on the feasibility study and a simulation

and sensitivity analysis was done

4.16.6 I(enya Railways Corporation was involved in the vetting and review of
the feasibrliry study as u,ell as the preliminary design done by China Road

and Bridge Corporation for the project.

Cornmittee's Observations

4.16.7 The Committee observed that:-

(i) The MOU signed by the Ministry of Transport implied that CRBC was to

execute the project through a clause that provided that the feasibility study

was only to be used by MoT, KRC and CRBC.

(ii) The Ministry of Transport terminated the procurement of an independent

consultant by Kenya Railways who was to under take a feasibiliry sfudy.

An E 
qep_.44Sqq&-+.qf! 

{i_ql,$4y_co ul d h av ed dent co

of the project and therefore value for money.
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I

(r1r) There is need to separate the cost of the railway line from the locomotives

and other services

4.17

Mr. Muhammad Swazuri, Chairman, National Land Commission appeared

before the Committee on 13'h March, 2Ol4 to adduce evidence on the land

acquisition for the Standard Gauge Railway. He informed the Committee that-

4.17 .1 The Commission received a request from Kenya Raiiways Corporation to

acquire land for the Standard Gauge Railway on 19ft August, 2013'

4.l7.ZThe land acquisition and compensation sub-committee of the National

Land Commission held meetings with I(enya Railways to explain

preliminary details since there were no details to allow the Commission

undertakes the acquisition.

4.11 .3l(enya Railways Corporation has so far submitted irrformation for the first

56 km that extends from part of.Mavumbo and South Samburu Group

Ranches in Taita Taveta County, the Kenya Wildlife Tsavo East and

Tsavo West parks in Taita Taveta County to l(athekani in makueni

County. The Corporation is yet to avail information for the next 220 krfi

sffetch for veri-fication and validation'

4.1j .4The National Land Commission subsequenrly gazetted the notice of

intention to acquire on 7'h February;2074 (Annex 19).Ttre Commission is

awaiting Kenya Rzrilways to faciiitate it to issue gazefre notices, of

jntention to acquire land, to respective land owners as legally provided for.
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4'17 '5 The Commission is already receiving inquiries from the public about the
corridor of the Standard Gauge Railway. Details are yetto be submifted
by I(enya Railways Corporation.

4'17 '6 The National Land Commission will undertake due process as legally
provided by law on compulsory acquisition.

_C o mmttte e, s Obs crl/et1OaS

4.17.7 The Commit[ee observed that:_

!1) The National Land Commission, following consultations with I(enya
Railways Corporatron Sazetted the notice of intention to compulsorily
acquire land for the Standard Gauge Railway.

(ii) The Nationai Land- Commission will undertake due process as IegaIIy
provide d by 1aw on compulsory acquisition and compelsate affected land
owners in line with Article 40 (3) of the consritution.

4.18 OTHER WITNESSES

(a) Chi,a Road and Bridge Corporarion Limited
4'18'1 The Committee on diverse dates invited the General Man ager, Chrna

Road and Bridge Corporation to appear before tt to ad"duce evidence on
the frocurement and financing of the stan dard Gauge Railway (arunex
20).

4'18'2 The firrn did not honour the Committee's invitation and summons issued
in contravention of Articre r25 of the constitution, section 14 and 23 of

jtrtiqgal As sembly (pqw.erl eq4luyrlegeOAct
-Cap 6 I-aw-s

thg
of I( va

and Standing Order 191
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4-78.3 The Ministry of Foreign Affairs after recerving a note v-erbale from the

Embassy of the People's Republic of China (Annex 20) wrote to the
Committee iridicating that CRBC is a state owned Corporation and should
not therefore be summoned by the Committee. The Ministry of Foreign
affairs cautioned the Committee that surnmoning CRBC would have

'serious and irrevocable negative consequences to Kenya,s national

interests and. relations with china, (Annex 21).

4.78.4The Committee observed that CRBC is a state owned

specially created to undertake corlmercial activities and therefore can sue

and be sued. The Corporation therefore being a commercial entity should

not enjoy the same immunity that is accorded to a diplomatic

Mission/Embassy

2.5.1 China Road and Bridge Corporation International was formally established.

jrr China and entered the international project contracting market in the

year L919.

2.5.2 CRBC International became a wholly-owned subsidiary of China

Communications Construction Company Limited (CCCC) after a major
corporate restrucfuring in 2005.

2,5.3 on December iB'h, 2005, Chjna Harbour Engineering (Group) Company

and China Road & Bridge Corporation (CRBC) were merged by
consolidation to form a new company, China Communications

Construction Group (CCCG) a central enterprise supervised by State-

owned Assets Supervision and. Administration Commission of the State

4.78.5 On October 8ft, 2006, with the approval from the State Council, CCCG

was reorgarruzed and reformed and it initiated and founded China

Communications Construction Company Limited
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4.18.6 The World Bank Group on July 29'h,2011 announced the debarment of

China Communications Construction Company (CCCC) Lrmited, and all

its subsidiaries, for fraudulent practices under Phase 1 of the Philippines

National Roads Improvement and Management Project. Under the

sanction, CCCC is ineligible to engage in any road and bridge projects

financed by the World Bank Group until January 72, 20t7 .

4.18.1 Chiaa Road and Bridge Corporation (CRBC) was, along with six other

firms and one individuaT, debaned by the World Bank for eight years,

beginnurg J'anuary 12, 20A9, following atr investigation of the National

Roads Improvement and Management Project in Philippines by the Worid

Bank Group.

(1r) China Roarl and Bridge Corporation Kenya Limited

4.18.8 China Roacl and Bridge Company Kenya Limited which was registered

locally ln Kenya on 23rd December, 2008 under Registration No.

C.166624 with its Directors being Mr. Peter Maingi Gatere and Mr.

Leonard Mwangi Ndungu. The registered office is LR NO.209l1184/11

Mpaka Road, Westlands

4.18.9 The Committee invited the Company through their Directors on record to

appear before the Commiltee to adduce evidence before rt (,4nner 22). The

said directols failed to appear before the Comrnittee as ilvited il
contravention of seciion 74 and 2l of the National Assembly (Powers

and Privileges) Act, Cap 6 Laws of Kenya

4.18.10 The registered Directors of the Company a }dr. Peter Maingi Gatere and

I4r,_LeoDaTd_ Mwanel to-the.-invitations of the-

Commimee.
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s.0 c
(1) Memorandum of Understanding

5. i A Memorandum of understanding (Mou) was signed between the GoK

and CRBC rr August, 2009 wherein CRBC offered to carry out the

feasibility study and prelrnlnaly designs of the Mornbasa - Nairobi

section at no cost to the Government of Kenya, provided that the report

could only be used by GoK/KRc and GRBC. The feasibility srudy was

also subject to I(RC review and approval. This is a standard requirement

for Chinese funded projects, to establish the feasibiliry themselves before

involving ther Treasury and Banks'

5.2TheNationalTreasuryofKenyaandE,ximBankofChinasignedanMoU

on financing of the Standard Gauge Railway' The MOU is not legaIly

bindrng to both the Government of Kenya and EXIM Bank of China and

oniyServesaSaninstrumentforfurtherdiscussionsonthetermsofthe

loans and the loan agreements'

(.)

5.3

Justification for the Project

The Stan dard Gauge Railway was conceived to make use of standard

equipment such as locomotives and rolling stock, ease cargo transport'

congestion and reiieve the Kenyan roads from damage by heavy axle load

vehicles

5.4 In the long run it is cheaper to operate the Standard Gauge Railway as

opposed to the one metel gauge railway line, source for equipment and

ensure faster movement of fr eight and passengers'

5.5 The railway will open up the East African region andtap into the transport

market extending into eastern DRC and South sudan' The project is
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viable in the iong run and Kenya stands to gain economicary
and socialiy tfuough the development of the Standard Gauge Railway

(0

5.6

Approval for the pro.iect

Kenya, llganda and Rwanda sign ed a Tri-partite agreement o, August
2013 for the development of a Standard Gauge Railway in the three
counh'ies so as to ensure seamless ratlway operations. Each country will
develop the railway network within its borders.
The prolect was approved by the Cabinet n 2072 and the Government to
Government finan cl7tg arrangement has been endorsed by the Government
of I(enya and the Government of the people,s Repubric of China.
The Attorney General approved the two commercial contracts berween
CRBC and I(RC for civil works and for the supply and installation of
facilities, locomotives and rolling stock. The con tractwould, however not
corle into force until a flnancier was identified and funding commitment
made

(d) Tendering

5'9 Kenya Railways corporation had jnitiail.z rrsed A \xn-rj!:L.La!LJ uJLLi cL VVfong pfOCUfefnent
method' direct procurement, but this was corrected- with its termination
and substirution with the Government to Government transaction.

(e) Debts Sustairabilify Alalysis
5'10 The National Treasury has undertaken a debtsustainability anaiysis and to

ensure that the sGR loan does not compromise the debt policy pararneters
spelt out in the debt sustainability strat ew paper andis sustainable. The
results of the debt sustainabilify anarysis are presented bel

eco

5.1

s.8

ow
Public debtsustainability analysis

-- InaiCiloa--- .-
2074 2075 2076 2077
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(Threshold)

PV of Public Sector debt

To GDP ratio (56) without

SGR

PV of Public Sector debt

To GDP ratio (56) with

SGR

38.7

39.5

38.1 38.3 38.7

4L.1 42.5 43-B

38.6

43.8

5.11 A safeguard mechanism to assute business for the sGR will also be put in

place through execution of "take or pay" agreement between ' Kenya

Railways and the Kenya Ports Authority

5.L2 In addition, in the unlikely event that the revenues fr:* railway operations

are tnadequate for one leason or another, the proceeds from the Railway

Development Fund wi1lbe used to repay the loan'

(r) Cost and Financing of the Project

5.13 The Cabinet Secretary for Transport and Infrastructure gave the total

estimatedcostoftheprojecttobeUSD3.304billionandexternalfinancing

fortheprojectidentifiedsofarisUSD3.z33billionfromtheGovernment

of the' People',s Republic of china covering 85% of the funding while the

remainin g 15i,Yowi11be funding from the Government of Kenya'

S.l4 The Cabinet Secretary, National Treasury provided the Committee with

cost estimates of the projects as follows:

(iv) Construction of railways infrastructure (civrl works) and

procurement of facilitiei and locomotives on EPC alrangement at cost

of US$ 3.8 billion (IGhs' 327 brlJrron)
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(v) Construction of railways infrastrucrure (civil works); procurement of
facilities and locomotives; compulsory land. acquisi tron; Embakasi ICD
expansion; and project supervision a total of Kshs. 34g.4billion.

(vi) Construction of railways infrastrucfure (civil works); procuremen
facilities and locomotives; compulsory ,and acquisitio,; Embakasi I
expanslon; and project supervision; cost of insurance premium and
interests at a tot.al cost of r(shs. 447 biltion. 'rhis exclncles other
important costs such as cost of resettlement-, demolition cost and
relevant expenses; vAT, Duty and rerevant tax; a,d other stah:tory
expenses

D esign, Review, C onstruction anrl sup ervisi on

tof

0)

s.15 The

throu

t has put in place measures to safe guard the project
gh an rndependent review and supervision co,sultant who wilI

oversee the construction and adherence to
qualiry works.

specification and guarantee

5'16 Cornmercial viability of the Mombasa-Nair'obi Stan dardGauge Railway
(Phase I) is deperrdcnt upon the implertenlatinn nrDr-^-^.*rrrauijiL_riLd.Liuii u_i rnase Ii of the project
(Nairobi -Maraba/I(isumu) and concuffent development of the Standard
Gauge Railway by Partner states (uganda and Rwanda) who signed the
Tri-partite Agreement.

(k) Conduct of wirnesses

5.17 The conduct particularly of Hon
Parliarnent and his demeanor

blatantly refused to give infonn
Mernbers during the meeting in

Amos Kimunya was Contempfuous of
and conduct was condescending. He
atron and answer questions raised by
contuavention of Article 35(1)(b) read,_, 1g,'ge.l4q11,v*t!r.+$riele .l4q-L1hs_gg,gs-t44lqg;=!ecfio-n23.qe-ihq.llatrenal
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. Assembly (Powers and Privileges) Act, Cap 6, Laws of Kenya and

Standing Order 191.

5.18 The conduct and demeanor 'of Mr. Chirau Ali Mwakwere was

condescending. He alleged that the information sought was not in his

possession.

S.lg The Committee on diverse dates invited the General Manager, China Road

and Bridge Corporation, a state owned Corporation of the People's

Republic of China to apper before it to adduce evidence on the

procurement and financing of the Standard Gauge Railway but the Firm

failed to honour the Committee's invitation and summons and instead the

Ministry of Foreign Affairs after receiving a note verbale from the Embassy

of the people's Republic of China wrote to the Committee indicating that

CRBC is a state owned Corporation and should not therefore be

sunlmoned by the Committee. The Ministry of Foreign affairs cautioned

the Committee that summonilg CRBC would have 'serious and

irrevocable negative consequences to I(enya's national interests and

relations with China' . (Annex 20) This is in contravention of Articie 125 of

the Constitution, section !4 and 23 ofthe National Assernbly (Powerc und'

Priviieges) Act, Cap 6 Laws of Kenya and Standing order 191'

S.2O The Committee observed that CRBC is a state owned Corporation

speciaily created to undertake comrnercial activities and therefore can sue

and be sued. The Corporation therefore being a coflimercial entrty should

not enjoy the same immunity that is accorded to a diplomatic

Mission/EmbassY.

5.Zl China Road and Bridge Corporation Kenya Limited, a company registered

in Kenya under Registration No. C.166624 with its Directors being Mr.

peter Maingi Gatere and Mr. Leonard Mwangi Ndungu and registered
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office located at LRNo.209lfig4/11, Mpaka Road., westrands was also
invited by the committe e to adduce evidence on the mafter but failed to
honour the CommitLee's invitations in contraventior-r of Article 125 of the
Constitution, section 14 and, 23 of the National Assembly (powers and
Privileges) Act, Cap 6 Laws of Kenya and Standing ord.er r9r.

5 '22 There has been a tendency on the part of the govelxment officials to
coiiimissioii pr'ojecis wirhout budgetary proyisions/finances and. adherence
to Public Procurement laws. The project was commissioned without the
procuring entify assuring itself of budget or source of finances thus begging
the question what would happen if the financing agreement is not signed

the expected source of financrng fails to materialize? This tendency of
comrnissioning projects without budget or assurance of source of financing
has 1ed to failure to adhere to procurement laws, lack of transparency and
accountability in the implementation of such projects..

TI

Based on the evidence adduced and, written submissions, the committee
recommends that:

6'l The development of the standard Gauge Railway project from Mombasa
to Nairobi shouid proceed on condition that the Government fulfils the
following recommendations :

(a) Fastracks the feasibilify sfudy, prehminary designs and costing for
Phase II covering Nairob t- Malaba with a branchline to I(isurnu in
line with the fri-pa rtite agreement;

- - - .. 9] 3:{4$g&ry4-glE!elf-U.aup-b! 14@!e4rr:iqo+d= 
. - -,rh. sa;a;; c,;i;a;*;;;;;;.;#;;a=;;;;;= :._: _ _
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I is concluded, taking into account the provisions of Article 221 of

the Constitution and the provisions of paft IV of the Public

Procurement and Disposal Act, 2005;

(c) Government initiates sourcing of funding from development partners

and put measures in place for prudent management of RDF for the

commencement of Phase I covering Mombasa to Nairobi.

(d) Urgently initiate the procurement of an independent consultant to

facilitate design review, oversee construction and ensure

' specifications and quality is guaranteed through a transparent, fai.r

and competitive tender in iine with Article 2Zl of the Constitution,

the Public Procurement and Disposal Act, 2005 and with the

approval of the AttorneY General.

6.2 KRC ensures that ali the pertinent issues that were raised in the feasibility

and preliminary study report regardtngdesign concept single or dual track;

building standards; travelling speed and train operation; motive power;

rolling stock speci{ications; and maintenance of facilities be reviewed by

an independent consultant to make sure the main goals of the project are

achieved in line wigh Vision 2030.

6.3 KRC and Ministry of Transport and Infrastructure ought to ensure that the

project addresses the connectivrty to Mombasa Island, Kilindini Port,

wrthin Nairobi and to other areas of economic interests such as the

proposed Konza Techlo City. If the connectivity and routing is not fu1ly

addressed it will cause major operational problems and litigation

challenges particularly at the port of Mombasa and Nairobi where the

akeady existing meter garge railway line is being operated by Rift Va11ey

Railways (RVR).
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6.4 The Cabinet Secretary National Treasury and the Cabinet Secretary in
charge of Transport and Infrastrucfure should spearhead the formation of
an inter-ministerial techni cal and implementation team to manage the

project and to review cost and benefit analysis of expansion of important

infrastructure such as bridges, tunnels and via d.uct to a11ow for future

expansion of a 'single to double track vis-avis the cost of construction of a

doubie track line in the first phase.

1- q 1-L^ l\^--^,-, t t 11-o.i inc uovel'l,1ir]elt aiicipls -Pubi.ic Priva[e Partnershtp arrangement rn the

operation of train services. To this end, the Government should reconsider

spending more money on the constructron/development of infrastruclure

and less on the locomotives and wagons which can be sourced by the

private sector.

6.6 The Standard Gauge Railway phase I project addresses operational

challenges associated with use of single line track for both freight an4

passenger services which require different speeds and safety standards with
emphasis to KRC's initial goals of this project.

6-l 'lhe Ministry of Transport and Infiastnrcture and KRC should put in place

measures to ensure capactty development includ-g technology transfers

and capacity building of l(enyans irr areas such as design, construction,

maintenance, operation and management of the Standard, Gauge Railway.
6.8 The National Treasuty should. finaltze the negotiations on the fiaancing

agreement to pave way for the implementation of Phase I of the project
covering Mombasa to Nairobi.

6.9 The Cabinet Secretary for Transport and ln-frastructure and. the Cabinet

Secretary for the National Treasury should constifute an inter-ministerial
techlical*team_ ate-totaL-.cost estima.te.of the whole
project from Mombasa to Nairobi and implement the Standard Gauge
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Railway project. This cost estimate should include critical cost

components such as cost of land acquisition; demoiition cost and relevant

expenses; Value Added Taxes; Duty and relevant tax; financing, loan

interest and relevant expense; and other statutory expenses.

6.10 Kenya Railways Corporation hastens the commencement of the process of
procurement of an independent consultant to facilitate design review,

oversee construction and ensure specifications and quality is guaranteed

through an open, transparent, fair and competitive tender in line with

Article 221 of the Constitution, the Public Procurement and Disposal Act,

2OO5 and with the approval of the Attorney Generai.

6.11 The Government of I(enya should liaise closely with the Governrnent of
rJganda in line with the provisions of the tri-partite agreement for the

development of Phase II of the Kenya section of the Standard Gauge

Railway to ensute a seamless railway network between the two countries.

6.12 TheRegistrar General deregisters China Road and Bridge Company Kenya

Limited, a Kenyan firm with the same name as the State owned Chinese

company that the office of the Registrar had al1eged1y registered

inadvertentiy.

6.13 The Crlminal Investigation Department investigates the missing fi1e of

China Road and Bridge Company Kenya Limited, its activities and

operations and the circumstances under which the Regislrar of Companies

registered two companies with the sarne name. Appropriate action should

be taken on those found culpable.

6.74 The Government and. all ptocurement entities must at alTtimes ensure that

Article 221 of the Constitution and the provisions of Public Procurement

and Disposal Act, 2005 are observed to the letter i.e. public agencies
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should at all tirne implement procurement methods that are fair, equitable,

transp arent, c ompetitive and cos t-effective.

6.15 The "Take or Pay" proposal befween KRC ancl KPA shoulcl be reviewed

by the Government to plan for intermodal transportation that heat road

transport as complementary and not a competitor to rail transport.

6.16 The present governance structure and management of the Raiiway

Development Fund (RDF) doe s not ailow for transparency and

accuurilai-lriiLy- To sircngriren the suucture anci management of the t'und.,

a proper legal framework shouid be prepared by the Cabinet Secretary and

submitted to Parliament withrn trnio months for approval and enactment.

6.17 The Government should fast track the mobiltzatror- of domestic resources

for the development of the Standard Gauge Railway projects in the

Country tluough the Raiiway Development Fund rather than relying on

borrowed Funds which puts pressure on the Country's Debt Sustainabilify.

6'18 The Government should ensure that a7l its development prograrrunes are

,coordinated and budgeted properly by all Government Ministries and

agencies to avoid siruations under which Government Ministries/agencies

give conflicting information on the same subject matter.

6.19 The financing agreement should explicitly state the financing by the EXII\4
Bank of China wili cover costs for the ratTway line, civil works

acquisition of rolling stock and locomotives. other
peripheral costs such as land acquisition etc will be financed by the Kenya
Government in the 1 50h contribution.

6.20 The former Minister for Transport, Hon. Amos Ifimunya be prosecuted by
the Director 'of Public Prosecutibn for contravening Article 125 read

tqgelher rvi&=A{liele the.-

National Assembly (Powers and Privileges) Act, Cap 6 Laws of I(enya
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and the Standing Order No.191 arrd for contempt of the Committee and

failing to answer to issues raised by the Committee.

6.27 The Public Procurement Oversight Authority should. be more pro,active

and vigilant in its oversight role over public procurement and advice

ministries and Government agencies on the best procurement procedures.

6.22 Government officials should desist from commissioning projects before

financing and or budgetary provision have been secured and proper

procurement provisions followed so as to ensure transparency and

accountablliq/ in projects implementation and adherence to the rule of

law.

6.23 The Tripartite Agreement should be availed and subjected to scrutiny by

the Attorney General to ensure 'compliance with Kenyan Laws and

ratification as required by Article 2(6) read together with the Treaty

Making and Ratification Act (No 45 of 2012), of the Constitution and the

treaties and ratification 1aw.

7.0 co

7.1 The Standard Gauge Railway is a key flagship project under Vision 2030

and is critical for the economic development of Kenya and the wider E,ast

Africa region. The project should therefore proceed taking into

consideration the observations and recolnmendations by the Committee

ald review of the project to ensute value for money since as of now there

are no contractu al/filancrng obligations on the part of the Government

until a financing agreement is signed

7 .2 From the evidence adduced by the Auditor General, Attorney General,

Cabinet Secretary to the National Treasury and the Cabinet Secretary for
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Transport and Infrastructure, the project has so far been procured within

the law and that the Government would not rncut any losses since the

financing agreelnent has not been signed.

7.3 The GovernmeRt should competitively procure an independent

supervision consultant so as to assure cost effectiveness, adherence to

specification, quality guarantee and value for moneys.

'1 n 'i-i... ,'l^. ^..+- ^t^^,-]J i-^ -L-^^^i- T-r]^^^- ir - f ti- - i ' ,!
' .'i r. rru \J(, v\-1r11-tl\-rrL Jll\-,,LrtU ld-bLlciLl\ I -i1a15u 11 Lrr LilC pf UJCe u LU auliteve L1le

rraximum viable economic potential in the region.

7.5 The Public Procurement and Oversight Authorify reviews the Public

Procurement and Disposai Act, 2005 to align it with the Constitution and

the evolving procurement processes more particularly sections 3,9,23 and

737 ofthe Public Procurement and Disposal Act, 2005.

7.6 A proper legal framework should be prepared by the Cabinet Secretary and

submitted to Parliament within two months for approval and enactment so

. as to strengthen the strucfure and management of the RDF- and ensure

transparency.

7.7 There has been a tendency on the part of the govefilment officials to
commis sion projects without budgetary provisions /fiaances and adherence

to Public Procurement Iaws. This should. cease with immediate effect so as

to assure transparensy, accountd'bitity and adherence to the rule of ]aw.
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The Chairperson infbrmed the Committee that:-

(i) The Committee is inquuing in to the procurement, agreement and. financing of the
Standard Gauge Railway tender from Mombasa to Malaba.

(ii) The Speaker of the National Assembiyly has given the Commitbe the go ahead. to
probe in to the mafter surrounding the Standard Gauge Railway tender from Mombasa
toMalaba

(iii) Llticlc 125 (1) of the Coiistitution empoy,,c::s Parfianleni io sui]lrlon iiirv _Dci.:ii;ir 1i-;

appeu before it for rhe purpose of giving evidence.

02

The Hon. Alfred Keter, Mp, Member of parliament for Nandi lfills, thanked. rhe
Committee for according him the opportunify to appear before it and. share information
relating to the Standard Gauge Railway. Hon. I(eter, MP informed the Committee that:-

(i) The country needs an efficient railway system to ease transport congestion and cost of
transportation. The procurement, agreement and financing of the Standard Gauge
Railway tender from Mombasa to Malaba is fraught with irregularities and in
contravention of A:'ticle 227 of the Constirution, the provision of the public
Procurement and Disposai Act, 2005 and. lacked due diligence.

(ii) In Aprii 15'h and September g'h, 2OOB Chrna Road and Bridge Corporation (CF.BC)
wrote as.a ptivate investor to the then Transport Minister Hon. Chirau A-li Makwere
and also to the then forrner Prime Minister Hon. Raila odinga respectively seeking to
invest in the h-ansport sector and more specificaily in the Jorst-u.tion of.an electric
railway System in Kenya. China Road and. Bridge Corporarion (CRBC) engaged the
Government as a private entiry and entered into a confract with Kenya Railways
Corporation.rr its private capaciry and therefore the conttact/pr:ocurement was never a
Government to Government procurement as alluded to by Government officials.

(iii) on August 72, Zoog.the then Ministi-y of Transporr and China Road and Bridge.
Corporation Kenya signed an MoU which provided that all facets of the Standard
Gauge Railway project willbe undertaken in accordance with the Laws of Kenya. The
MOU also gave financing options for project



(ir) On 4* Ianuary, 2010 wrote to the Goverrrment of China requesting a concessional loan

for,the constuction of a new StandardGavgeRailway at accost of US 5 2'J lillion-

(v) In January 2012 CBRC presented a report on the feasibility study recorrlmending that

the SGR be changed from an electric engine to a diesel engine. The cost of the SGR is

estimated at US $ S.+ - 3.8 biLlion.

(vi) CRBC undertook the feasibility study, design and preparation of bill of quantities for

the project and was later awarded the confiact based on the feasibility study and costing

tnat it had done. This is clearly a case of conflict of ihterest. The Government ought to

have appointed an independent firm to undertake the feasibility study and costing of the

project so as to get valr.Ie for money in the project as well as due diligence'

(vii) The Office of the Anorney General (AG) had advised l(enya Railways Corporation to

followed *t.., G former sought the AG's comments'and approvai on the commercial

contract.

(viii) The funding of the project is not a grantto l(enya but rather a loan that the people of

I(enya are going to pay. Already I(enyans are being taxed (Railway Levy) to repay the

loan even before the project corrtmences'

(1x) A similar projecr is being undertaken in Ethiopia but at a lower cost.yet the Ethiopian

railway is a duo line railway. open tendering shouid have been ailowed for I(enyans to

get value for money and the different components of the system (railway 1ine,

io"o.notiv.s aqd spares) should have been awarded to different contractors and not to

one contractor to mitigate risk of failure and al1ow fair competition.

(x) The leadership wa! misled into commissioning a project that is fraught with

irregularities. Due diligence ought to have been undertaken before commissioning the

project. :

The Hon. Alfred Keter, MP requested the Committee to grant him an opportunity to appear

before the Committee again to shed more light on the matter.
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(1) The Committee considered. its program of activities for the period lantary to February,

(ii) The Committee resolved that:-

(a) The Hon' Alfred Keter, MP be invited to appear before the Commiffee on Monday
20ft January,20l4at 8.30 am.

(b) The issiies surrounding the procurement of the NSSF Tassia housing project be
examined in detail. The Secretary General COTU, Managing Trustee , NSSF and
the Cabinet Secretary Labour, Social Security'and Services be invited on2l'r,22"d
and23'd January, 2014 respectively on the above issue.

(c) Pursuarit to Standing Order 86 no Member shouid refer to the issue of the Standard
Gauge Railway outsid.e the Committee proceedings until the Cornmittee produces
its report.

There being no other business, the Chairperson adjourned the meeting at Fifty Minutes past
Four O'cIock

()Signed !..r Date 21
rl
t?t lJy-.. i .

(Chairperson)
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A
GAUGE RAIL'WAY

The Direcror General of the Public Procurement Oversight Authoriry (PPOA), I{r'. Maurice

Juma, appeared before the Comrnittee to adduce evidence on the procurement process for

the construction of the Standard Gauge Railway. Ile informed. the Committee that:-

(i) Kenya Railways Corporation (KRC) on Octobet 2n0,2072 reported to the Public

Procurement Oversight Authority Pursuant to regulation 62 (3) o.f Public Procurement

anrl Disposal Rcgulations, 2AA5. The Pi'oci',t':;g, enl-tt--y rcported that it had engaged

China Road and Bridge Corporation through a direct procurement at a cost of US $

1,746,797,008.75. According to I(RC, the use of direct procurement was premised on
' sbction 14 (2) (b) of the lrrijcurement law and the facf that there was an MOU. '

(ii) The then Ministry of Transport had signed an MOU with China Road and Bridge

Corporation (CRBC) for a feasibiliry study with the option of considering the

construction.
(iii) Upon completion of the feasibiliry study and review by I(enya Railways Corporation

(KRC), CRBC was.awarded a tender in July 2072 and communicated to the company

in October 2072 to construct the Standard Gauge Railway (SGR) at a cost of USD

7,746,797,008.75 exclusive of VA'f, Customs Duties, IDF fee, Cess and withholding
tax. A negotiation commiftee was appointed in August, 2072.

(iv)Kenya Railways Corporation withdrew the award citing that the procurement was

Govemment to Government and was therefore not subject to the provisions of the

Public Procurement and Disposal Act, 2005.

(.r) PPOA ad.rised I(RC against the use of direct procurement sincc the method was not

competitive and requested for additional information on the subject project for purposes

of review. The documents were never availed. I(RC wrote citing that the contract with

CRBC resuited from a negotiated grant between the Government of Kenya and the

Government of China thus G-G funding and therefore section 6 (1) of Public

Procurement and Disposai Act, 2005 applied.
(vi)According to section 6 (3) of the Pubiic Procurement and Disposal Act , Government to

Govemment procurement should have a negotiated grant. There was no documentary

evidence submited by KRC to suggest that the. contract was Government to
Government except their letter indicating a Goverriment to Government arrangement.

(vii) The KRC had entered into a commercial agleement with CRBC on the development

of a Standard Gauge Railway. This agreement was nullified and ceased to exist when



I(RC terminated the award of the conffact on which the commercial contract was- 
based

- (viii) PPOA had not done due diligence on CRBC. ft was the procuring entity that was to

undertake the due diligence on the contractor

(ix)The Solicitor General noted in a letter dated 3'd October, 2073 that the subject

procurement shal1 be subject to the financing agreenient and therefore section 6 of the

Public Procurement and Disposai Act,2005 shal1 apply.

OB

(i) The Committee observed that:-

a) Article 227 of the Constitution of Kenya provides that public procurement should be

open, transparent and competitive. The procurement of the Stand"ard Gauge Railway

should have been cornpetitively tendered by Chinese contractors if the procurement

was Government to Government.

b) China Road and Bridge Corporation initiated the project and undertook the

feaiitirfitv stuav, design-and coitmg for tfrL proteiii"a *uiawaraea:th. tena.i. fhis
raises issues of conflict of interesf and due diligence as well as value for money on

the project.

c) The project was initiat edby CRBC as a private commercial enterprise in Kenya and 
,

. not as an agency of the People's Republic of China and therefore the confract could

not have been procured on a Government to Governmentbasis

(ii) The Committee directed that PPOA avails a comprehensive report, by January 27,2074,

on the whole procurement process and attach the following documents:-

(a) Memorandum of understanding between Ministry and China Road and Bridges

Corporation
(b) Contract agreement between I(enya Railways Corporation and CRBC

(c) Copy of the repbrt submitted by I(RC to PPOA ili error indicating use of direct

procurement
(d) Due diligence report conducted to determine suitability and capacity of CRBC to

undertzrke tfre project successfuily

(e) Costing of the project

. 07/

There being no other business the meeting adjoumed at Twenty Two Minutes.past Eleven

O'c1ock.

C

Signed a u:(si Ir:rfr .Date
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(Chairperson)





THJ

PRESENT:

Hon. Adan Keynan, CBS, M.P. - Chairperson

Hon. Kimani Ichung'wah, M.P. -Yice Chairperson
Hon. Francis Nyenze Mwanzia, M.P.

Hon. Bare Shill, M.P.
Hon. I(orei Ole Lemein, M.P.
Hon. John M. Nyaga, M.P
Hon. Johana Ngeno, M.P.
Hon. Ogutu John Omondi, M.P.
Hon. JohnAluoch Olago, M.P.
Hon. Mary I(eraa Saliy, M.P.
Hon. Njogu Barua, M.P.
Hdii. Bemaid Munyoki Kirurigl,' M.P.-
Hon. Chrisanthus Wamalwa, M.P
Hon. Dr. Oburu Oginga, M.P.
Hori. Comelly Serem, M.P
Hon. Paul Otuoma, M.P.
Hon. Onesmus.Njuki, M.P.
Hon. Mithjka Lrnturi, M.P
Hon. Mwadeghu Thomas, M.P.
Hon. Sammy'Mwaita, M.P.
Hon. Major CRtd) John Waluke, M.P.
Hon. Eng. John lCragu, M.P.

Hon. Beattice Nyaga, M.P.

C

1.
.)
L.

3.

4.
5.

6.

7.

8.

9.

10.

11.- 'lz.
13.

.1,4.

15.
76.

. L7.

18.

19.
. 20.

21.
22.

23.

ABSENT WITTI APOLOGY

L.. Hon. Wafula Wamunyinyi, M.P.
2. Hon. Abdullswamad Sheriff, M.P
3. Hon. Irungu Kang'ata, M.P
4. Hon. AdanM. Nooru, M.P.

1. Hon. Alfred Keter, MP
Z. Hon. I(anini I(ega, MP
3. Mr. Nicholas Fmejen -
4. Mr. AbdullahiAden
5. Mr. Joash Kosiba

Principai Clerk Assistant I
First Cierk Assistant
Fiscal Analyst

1,



EN
TIM STANDARD GAUGE RAILWAY

The Actin g Managurg Director, I(enya Railways Corporation, Mr. Alfied Matheka,
appeared before the Committee to adduce evidence on the procurement and financing for
the construction of the Standard Gauge Railway.He inforraed the Committee that:-

(1) A Tri-lateral agreement was signed by the Governments of Kenya, Uganda and
Rwanda ior the consfructio;r of a Standard Gauge Railway. To action the

Communiqud by the Presidents of EAC the Cabinet in August, 2072 approved the
development of a Standard Gauge Railway linlcing Mombasa to Malaba with a

branch line to IGsumu.
(ir) The then Ministr-y of Transport on 12'h August,2009 signed an MOU with Chila

Road and Bridge Corporation (CRBC) for a feasibrlity study and preliminary design

of Mombasa-Nairobi section of the raihvay rvith the option of considering thr:

constructiou. IJnder the MOU CRBC could identrfy the financiers and mobilise
.resources at no cost.to the Government.of.Kenya. Feasibiliry.sfudy report was
submitted to I(enya Railways Corporation in January 2012 and I(RC approved the
feasibility irudy and. prelim traty designs report on 26'h June, 2012.

(ii1) The scope of works approved in the feasibility study report included:
r construction of 609 I(ms of single track railway;
. construction of stations, workshops and freightExchange depots;
. supply and installation of facilities including signaling and communication,

eiectricity and water suppiy;
. supply and commission of 56locomotives;
. supply and commissioning of 7,620 freight wagons;
. supply and commission of 40 passenger coaches; and
. training and capacity building.

(iv) Upon completion of the fea.sibrlity study and review by I(enya Railways Corporation

GRC), CRtsC was awarcieci a tencier to consuuct the Stanciard Gauge Railway (SGR).
(v) I(enya. Raiiways Corporation withdrew the award citing that the procurement was

Govemment to Government and was iherefore not subject to the provisions of the
Public Procurement and Disposal Act, 2005.

(vi)The KRC had entered into a commercral agreement with CRBC on the construction of a
SGR. The total cost of the project was US $ 3.804 billion. The contract was to corne into
force once fuianciers had been identified.

(vii) KRC used the provisions of section 6 (1) of the Pubiic procurement and oversight
authoriry' to undertake the procurement of the project under a government to
government arrangement.

(viii) Due diligence was undertaken on CRBC by KRC. The Chinese Embassy, Nailobi
wrote on 8'h Jrme 2072 expressing suiport and confuming the capacity of CRBC to



undertake the project. A delegation from I(enya also .visited the company and some of

the projects undertaken. The company had undertaken mega projects in Kenya such as

- 
birth lb at the I(enya Ports Authority, Thika Super Highway, MamaLucy Hospital etc'

(ix)The total cost of the project is US g 3.804 bi11ion. The government if seeking a loan of

USD 3.233 billion parr of which is concessional loan of USD 1.6 biilion and USD 1.633

billion commercial loan. Eighty fi.ve percent (8570) of the project is to be financed by the

loan while ffieen percent (i5%) equivalent to USD 571 Million (Kshs- 50 biilion) is to

be fi.nanced by the Government of Kenya using the Railway Deveiopment Levy' The

Cabinet Secretary signed a financing agreement on 19'h August, 2014 while in China'

The Interests on the loan rs Zoh pa andthe insurance on the commercial loan is 6.93o/o of

the loan to be paid in three premium installments. The loan is insured by a Chinese firm

China Export and Credit Insurance Corporation (SinoSure) with no local broker.

(x) A, independent consultani wili be hired to supervise the construction, supply and
' I irrruilution of facilities and commissioning of all locomotives and rolling stock in

addition to undertaking design review of all the designs. Cash flow analysis was done to

delqfg1qqe t!4t-t!q p1ojg-c-t wrl! b+yq- lqffic.lq+! clsJr flg-w 4qd !hat-!he debt lifnit' witl be-

sustainable. An Environmental Impact Assessment of the project was also undefiaken

with NEMA certificate obtained with mitrgation measures being factored in the project.

(1) The Committee observed that:-

(a) Article 227 of the constirution of I(enya provides that public procurement should be

open, transparent and competitive. The procurement of the Standard Gauge Railway

should have been competitively tendered by Chinese conftactors if the procurement

(b) china Road and Bridges Corporation initiated the project and undertook the
t 

feasibility study, design and costing for the project ind was awarded the tender

(CREC) this raises issues of conflict of interest and due diligence as well as value for

money on the Project.
(c) The procurement of the SGR went ahead in spite a moratorium by the government

on all rnajor projects covering the period prior and just after the elections before the

coming in of the new administration'

(d) If the loan was guaranteed by GoK then it should not be insured.

(i1) The Committee directed that KRC avails a comprehensive report, hy lawary 27,

. 2O!4, on the whole procurement process clarifying the distance to be covered, cost of

the various components in the project, change from electric train to'diesel powered

engines and G-G procurement. All necessary documents should be attached.

3
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There being no other busiaess the meeting adjourned at Twenty Five Minutes past One
O'clock.

0,,M (d Date aliriIrq'Signed

(Chairperson)
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MINI]TE NO. 11/2014: EVTDEN BY CABN\IET SECR FOR
RT U

S TANDARD GAUGLRAIL'WAY

The Cabinet Secretary for Transport and Infiastructure, Mr. Michael Kamau, appeared.
before the Committee to adduce evidence on the procurement and financing for the
construction of the Standard Gauge Railway. He informed the Cornmittee that:.

(D A Tri-lateral agreement was signed by the Governments of I(enya, Uganda and.

Rwanda for the construction of a Standard Gauge Railway.
fj i) Tlte llrlrr Tv/iinisrnr nf T,'iirqi-,nr-iL lrrr-{ .-,,r,e,i r,, hlr.)lI ',.iri- /-i.;-. D^.; -,",r u,.;A^-,.-'__ _^ - '-_^:' 'J ' J-O--uu r^r rravU .t1ul UllUlu l\UaU allg ,IIU6LJ

Corporation (CRBC) for a feasibiiity study with the option of considering rhe
constrrrction. Under the MOU CRBC could identrly the financiers and mobilise
resources at'no cost to the Government of I(enya.

(iii) Upon completion of the feasibility study.and review by Kenya Railways Corporation
CI(RC), CRBC was awarded a teirder to construct the Standard Gauge Railway
(SGR).I(enya Railways Corporation later withdrew the award citing that rhe
procurement was Government to Government and.was therefore not subject to the
provisions of the Public Procurement and Disposal Act, 2005.

(iv)The office of the Attorney General authorized the signing of the commercial confract
and subsequent action by the Attorney General indicated approvalfor the project.

(v) The project was procured tfuough a Government to Government arrangement. This is
normally the case where the Government uses development partner funds. Under such
circumstances the rules of the funding partner are used. The Chinese procedure requiies
that a feasibilitl, sludy is undertakcn by the same company that will undertake the
development oi the project. Tire iaR-C hari entereri into a commercial agreement wirh
CRBC on the construction of a SGR. The total cost of the project was US $ 3,804
billion. The contract was to come into fbrce once financiers had been identified.

(vi) KRC used the provisions of section 6 (1) of the Public Procurement and Disposal Act,
2005 to undertake the procurement of the project under a Government to Government
arrangement.

(vii) There was no feasibiliry study or engineers estimates and preliminary designs done
by KRC however I(RC subjected the feasibility study and designs by CRBC to due
dilrgence.

(viit) Due diligence whs undertaken on CRBC by KRC. The Chinese Embassy, Nairobi
wrote confirming the capaciry of CRBC to undertake the project. A delegation llom
I(enya also visited. the company and solne of the projects undertaken. The company had.



undertaken mega projects in l(enya such as birth 19 at.the I(enya Ports Authority, Thika
- Super Highway, Mama Lucy Hospital etc.

(ix)The total cost of th.. project is US $ 3.2 billion part of which is concessional loan of US $
1.6 billion anda commercial loan of US $ 1.63 billion. Eighty Five percent (85%) of the

project is to be fi.nanced by the loan while ffieen percent (15%) is to be financed by the

Government of I(enya using the Railway Development Levy. The Cabinet Secretary

signed a financing agreement on 19'h August, 2013 while in China. The Interests on the

loan is 2o/opaandthe insurance on the commerciai loan ts 6.9oh of.the loan to be paid. in
installments in three years. The ioan is insured by a Chinese firm Sinosure.

(x) An. independent consultant wi1] be hired to supervise the project once it starts. A cash

flow analysis was done to determine that the project will have sufficient cash flow and

that the debt limit will be sustainable. An Environmental Impact Assessment of the

project was also undertaken with NEMA cerrificate obtained with mitigation measures

being factored in the project.

(xi) American standards were used in the project and the implementation.of the project will

- _ .qn$qle that there i.s capacity building lvqre skill-s and knowiedge will be.transferre-d..The

project seeks io implement a monolithic railway but structures built to accommodate an

additional line in future. Brand new workshops will also be'built in Embakasi to cater

for facilities.

MINUTE NO. 1212014: COMMI'TTEE OBSERVATIONS

(i) The Committee observed that:-

(a) Article 221 of the bonstitution of I(enya- provides that public procurement should be

open, transparent and competitive. The procurement of the Standard Gauge Railway
should have been competitively tendered by Chinese contractors if the procurement

was Government to Government.
(b) There was no competitive bidding on the project since it is only fum(China Road

and Bridges Corporation) that initiated the project and undertook the feasibility

study, design and costing for the project and'was awarded the tender (CRBC).

(c) The project was designed to .circumvent/bypass the provi.sions of the Public
Procurement and Disposai Act, 2005 by first using direct procurement and later

' adopting a G-G procurement arrangement :

(d) The MOU on the feasibility study ensured that only CRBC undertook the feasibility

study, design and costing of the project.

(e) The procurement of the SGR went ahead in spite a moratorium'by the Governrnent
on all major projects covering the period prior and just after the elections before the

coming in of the new administration.

(0 If the ioan was guaranteed by GoI( then it should not be insured.

(g) Kenya Railways Corporation used section 6(1) of the Public Procurement and

Disposal Act, 2005 in exclusion of section 6 (3) of the same act.

3



(ii) The Committee directed that the Cabinet Secretary avails a comprehensive report, by
January 27 , 2074, on the whole procurement process clarrfyng the procurement process,

cost of the various components in the project, cabinet memorandum and G-G
procurement. All necessary documents should be attached.

(in)The Cornmittee resolved that the former. Ministers hon. AIi Mwakwere, Amos
Kimunya, former PS Cyrus Njiru be ilvited to appear before the Commiftee to adduce

evidence on the procurement of SGR. The Committee further resolved that Mr. Nduva
Muli be invited in his capacity as a former managing director Kenya Railways
Corporation.

There beirg no other business the meeting adjourned at Forty Sjx Mjnutes past Four
(, LIULK

Signed:.....

lCtrui.p.r-6fl
0,, I i:r

_4_
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The Cabinet Secretary for Treasury, Mr. Henry Rotich, accompanied by
appeared befbre the Commiftee to adduce evidcnce on the procurement and financing for
the construcfion of the Standard Gauge Railway. He informed the Comminee that:-

(i) Treasury is not directly involved in the impiementation of pr.ojects

(ii) The Cabinet approved the development of the Standard Gauge Railway in August 2012
followed by the signing of a bt-lateral agreement by the Governments of I(enya and
Uganda for the construction of a Standard Gauge Railway and later converted to a fri-
iaterai agreement after Rwanria joined the project

(iii)The Standard Gauge Railway project involves constouction of a ratTway inllastructure
(civil wbrks) and procurement ofl facililies and locomotives on an engineering,
procurement and construction (EPC) arrangelnent at a cost of USD 3.8 bil-lion.

(iv)The project wil1be financed through a loan that will cover Eighty Five percent (85%) of
the project and Government of I(enya contributing fifteen percent (15%) of the cost of
the project. The National Treasury submifted a formal request to the Government of
China for financial assistance towards implementation of the project in October, 2012.
The I(enyan component wil1 be financed through the railway 1evy. The Treasury has

abeady issued regulations on the railway developrirent 1evy.
(v) ,The loan will cost US $3.23 Billion from Exim Bank comprised of a concessional loan

of US$1.6 billion and a commercial loan of US $1.63 bil1ion. The concessionai loan is

for 20 years and has a gtace period of 7 years and an interest rate of 2% pa while the
commercial loan is for i0 years and grace period of 5 years and insurance cover of
6.93% of the commercial loan and interest of six months labor + 360bp.The ioan has a
grant element threshold of 35%. The insurance component is always avatTable for any
commelcial loan. For China the insurance cover has to be done by a Chinese fum, Sino
sure. The insurance'cover is for nonpayment.

(vi) The major financial implications of the project relate to:-
(a) EPC conh-act for USD 3.8 billion being contract for civil works at USD 2.657

billion and facilities, locomotives and rolling stock USD f . i46 billion.
(b) 8.04 billion for compulsory acquisition of 2253 hectares of land for the railway

conidor,
(c) 10.6 billion for Embakasi ICD expansion programme, facit.iry developmenr

and container handling equipment,
(d) 1 bil1ion for iand acquisition for the Embakasi iniand depot, and
(e) 3 billion for project supervision'



The total cost for the project wiI1be IGhs. 349 .44bi11ion

(vii) The financing agreement has not yet been signed. Treasury signed an MOU with EXI\4

Bank in China that was witnessed by the president. The MOU was based on the

commercial agreement bdnveen Kenya Railways and China Road and Bridges

Corporation (CRBC) signed in July 2072.

(viji) No due diligence has been carried out by freasury on CRBC. He is not cornfortable

with the arrangement where one firm does the f'easibility'study, design and costing

undertaking the project.

(ix) The cancelation of the direct procurement did not negate the contract signed in July

ZOLZ. The cancellation was only meant to correct the procrirement process from direct

procurement to Government to Government.

(x) An arrangement will be struck with I(enya ports authority to ensure that sufficient

volumes of freight go through the railway. No guarantee has however been given on the

volumcs for the rai-lwaY cargo.

(a1) There is no sovereign guarantee by the government of l(enya on the loan. There was

djfect bbrrowing from EXIM Bank of China. The loan is' to the government rif Kenya

and is on lent to I(enya Railways Corporation. GoI( and EXIM bank signed an MOU

because EXIM bank provided the funds and represented the Peopie's Republic of

China.
(xii)The curent GoI( debt limit is IGhs. 889 billion against a ceiling of Kshs. 1.3 trillion

approved by Padiament. The debt ratio is 38.7%.

(xiii) The Attorney General provided guidance on the procurement process and not the

commercial contract. The Attorney General cleared the commercial contract.

(xrv) An independent consultant wiil be hired to supervise the project once it starts to

ensure that the project is completed.

o

(i) The Comrnittee observed that:-

a) Article Z2l of the constitution of (enya provides that public procurement should be

. open, ftansparent and competitive. The procurement of the Standard Gauge Railway

should have been competitively tendered by Chrinese contractors if the procurement

was Govemment to Government-

b) There was no competitive bidding on the project since it is only one fum(China Road

and Bridges Corporation) that initiated the project and undertook the feasibility study,

design and costing for the project and was awarded the tender (CRBC).

c) The project was . designed to circumvent/bypass the provisions of the public

procurement and. disposal act, 2OO5 by flrst using direct procurement and later

adoptin g a G-G procurement auangement

d) The project will cost 447.5 billion ftomMombasa to Nairobi including all costs.



e) The procurement of the SGR went ahead in spite a moratorium by the government on
all major projects covering the period prior and just after the elections before the
coming in of the new administration.

0 If the loan was guaranteed by GoI( then it should not be insured.

(ii) The.Committee directed that the Cabinet Secretary avails a comprehensive report, by
January 27 , 2074, on the whole procurement frrocess clarifying the procurement process,
cost of the various components in the project, cabinet memorandum, MOU on the
financing, debt sustainabiliry analysis and G-G procurement. All necessaly documents
should be attached including . individuals to be compensated through compulsory
acqusatron.

(iii)The Committee noted with concern that China Road and Bridgq Corporation had failed
to affend the meeting and'resolved that the firm appears on 30'h Ianuary,2014 without
fail.

0

There being no other business the meeting adjoumed at Fifteen Minutes past One O'c1ock.

fi
kr Date ?.r lrvSigned:

(Chairperson)
e--
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NO.
G UGE

The Attorney General, Prof. Githu Muigai, accompanied by Hon Githu Mwigai, Attorriey
Generai Mr. Njee Muturi Soficitor General, Mrs Dorcus Achapa, Deputy Soiicitor
General, Mrs Christine Agirnba, Deputy Solicitor General, Mrs Roselyn Amadi, Senior
Deputy Chief State Cor-rnse1 appeared bcfore the Committee to adduce evidence on the
procurement and financing for the consfl-uction of the Standard Gauge Railway (SGR). I{e
informed the Comrnittee that:-

(i) The Attorney Generai office is an advisory office. It offers 1egal advice to .the

Government of Kenya, promotes rule of law and good governance.

(ii) On 11e April, 2Ol2Kenya Railways Corporation (KRC) requested for advice on a
i"i1rio,-oi .-,-o-,--,.+ l.on,.n^,. i/,,,",,^ -,..1 lt^^-..1 ^ ^.- ,1.,,,^-^r-,,,^rl^,- ^r'i-i.^ ('+-,.-1,...J
uilGLuaea u&rL!ilauir! U-L/,vu11 aLuriJd urlu UEellUd Uil LlrU uUlrJLi(]Utl\Jll Ur LilU ULdllualiJ

Gauge Railway.
(iii) Kenya Railways Corporation has executed two confracts; for the development of the

Mombasa - Nairobi SGR and the other for the supply of facitities, locomotives and
rollJng stock fbr the Mombasa Nair-obi section of thc Standard Gauge Railway. The
attomey general advised that n amenchnents be made and that there must be

compliance with the Public Procurement and Disposai Act. The signing of the
commircial agreements is a condition precedent to the financing agreement. The
financing agreernent must to be certified by the State Law office which has not been

done yet.

(iv)A Government to Government (G-G) affangement is not a procurement method but
an arrangement between sovereign nations that could support procurement activities.

A G-G agreement is not a method forselecting suppliers so as to support the award
of a contract. His cautious approach and advice to Public Procurement and
Oversight Authority (PPOA) was informed by the issues raised in the purchase of
BVR kits which was done through a G-G arangernent.

(v) The Attorney General's office did not validate the procurement process but approved

the commercial agreements conditional to the MDA fulfi[ing tire conditions and
amendments proposed by the Attorney General. The office advised that Article 227
.of the Constirution should be observed utmost. Public agencies are expected to
implement procurement methods that are fatr, equitable, transparent, co.mpetitive
and cost effective and fullapplication of Cap 472 C Laws of Kenya.

(vi)The Afforney General advised PPOA against aliowing certain kinfu of contracts and
advised KRC and the Minisfry to put in place certain amendrnents before signing the
comlnercial contracts.

(vii) There will be no liability on the part of the Government of I(enya if the contact
fails since the financing agreement has not been effected.
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(i) The Committee observed that:-

(a) Article 227 ofthe Constitution of l(enya provides that public procuiement should be
' open, transparent and competitive. The procurement of the Standard Gauge Railway

should have been competitively tendered by 
'Chinese 

cont'actors even if the

procurement was Government to Government.

(b) There was no competitive bidding on the project since it is only one fum(China

Road and Bridges Corporation) that initiated the project and undertook the

feasibility study,. design and costing for the project and was awarded the tendei

(CRBC). ,

(c) The project was designed to cilcumvent,/bypass the provisions of the Public

Procurement and Disposal Act, 2005 by first using direct procurement and later

adopting a G-G procurement arrangement.

(ii) The Commjttee directed that the Attorney General avails a comprehensive report on the- 
St;iidaid Garige Rartwav projeit within two days. :'

There being no other business the meeting adjoumed at Twenfy Seven Minutes past Four
O'clock. i

Signed k,n adel) \"rate.D
+--

(Chairperson)
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The Hon' Alfred Keter, MP, Member of Parliament for Nancli lfiIls, thanked theCommittee for accorcling him the opportunit y to appear before it again and share frrrtherinformation relating to tire standarcl ca,rge Railiay. Hon. Keter, Mp informed theCommittee that:-

(1) The procurement, agreernent and furancing of the standard Gauge Railway (sGR)tender from Mombasa to Malaba is fi'aught with irregularities and in contravention ofArticie 227 of the constitution, the provision of the public procurement and DisposaiAct, 2005 and iackerl due diligence.

(l) In April 15'h and September 9'h, 2008 China Road and Bridge corporation (cRBc)wrote as a private investor to the then Transport MiDister Hon. Chirau A1i Makwereand also to the then former Prime Minister rIon. Raila odi,ga respectively seeking toinvest in the transport sector aud more specificaily in the construction of an electrictatTway System in Kenya' The China Road and Bridge Corporation engaged theGovernment as a private entity and. entered into a contract with I(enya RailwaysCorporation in its private capacis a,d therefore the contact/procurement was never aGovernment to Government procuremenr as ailuded to by G"r;;;;;it officials.

(iii) on August 72, 20og the the, Ministry of rransport and China Road and Bridgescorporation Kenya signed an Mou which provided. that ali facets of the StandardGauge Railway project will be undertaken in accordance with the Laws of I(enya. TheMoU also gave financing options for the project. 
r'aLrr L'ru La'l

(iv) on 4'h lanuary, zoirc Treasury wrote to the Government of Chi,a requesting for aco,cessional loan for the construction of a new Standard Gauge Railway at a cost ofUS $ 2.5 Biltion.

(v) In lanuary 2072, CBRC presented a reporton rhe feasibility study recorrunending thatthe sGR be chh'nged from an electric .rgirr. ,o u ai.r.t engi,e. The cost of the SGR isesrimated at US $ g.+ _ 3.g biliion.

(vr) CRBC undertook the feasibility study, design and. preparation of bilt of quantities forthe project and was later awarded the contract based on the feasibility sfudy a,d costingthat it had done' This is clearly a. case of conflict of interest. The Gou...rm.nt ought to



have appointed an independent flrm to undertake the feasibility study and costing of the
project so as to get value for money in the project as well as due diligence.

(vii) The office of the Attorney General had advised I(enya Railways Corporation to ensure
that the requirements of the Public Procurement and Disposal Act, 2005 are followed
when the former sought the AG's comments and approval on the commercial conh'act.

(viti) 'Ihe funding of the project is not a gtarrt to Kenya but rather a loan that the people of
Kenya are going to pay. AJready l(enyans are being taxed (Railway Levy) to repay the
loan even before the'project corrrrnences.

(ix) A similar project is being undertaken in Ethiopia but at a lower cost yet the Ethiopian
railway is a duo ijne railway. Open tendering should have been ailowed for Kenyans to
get value for money and the different components of the system (railway line,
locomotives and spares) should haye been awarded to different contractors and. not to

..- one contractor to mitigate risk of failure and allow fair cornpetition.

(x) The tender award was cancelled and therefore a new process should have been
initiated and fair practice applied.

("t) China Road and .Bridges Corporation and its mother company China
Communications Construction Company Lirnited were debarred by the World Bank
flom participating in any of its projects for the period January 2009 to January 2077
due to fraud/corruption and flouting procurement reguiations.for a road project they
undertook in Philippines.

(xri) In previous engagements between the Goverrment of Kenya and the Govemment.of
China tenders for projects were procured competitively. Chinese companies were
al-lowed to compete openly for the tenders for example during the concession loan for
the Kenya Rural Telecommunication Development Project (Phase II, 2007)

(xiii) The ieadership was misled into commissioning a project that is fraught with
irregularities. Due diligenbe ought to have been undertaken before commissioning the
project.

(xiv) His interest in the matter is transparency and value for money for I(enya and exercise
of his constitutional right under Arricle 95.
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The Committee obserye d that:-

(1) in the MOU befween the Ministry of Transport and CRBC the parties agreed in the

MOU to follow the Laws of Kenya in the execution of the project.

(ii) CRBC and its mother company were debawed by the World Bank from

participating in its tenders due to irregularities in a"road construction.

(iir) It may invite Ambassador Muthau ra and"the former.Prime Minister Raila Odinga if
need arises.

MTNUTE NO. 22 /2013 - A.DJOUR]V,MENT

There being no other business, the Chairperson adjourned the meetilg at Thirtv Six Minutes

past Eleven O'clock

Signed: b /.t.. Date: .......+.q[.:.r. J.r.f

(Chairperson)
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Itdr' John Njraini,. the Commissioner General Kenya Revenue Authority injormed the
Committee that;

(t) In tlre Budget Statement for Fiscai Year 2Ol3/74 delivered. on 13'h June 2013 the
' Cabinet Secretary for the National Treasury proposed an amendment to the Customs

ancl Excise Act to introclucc a Railway Deveiopment Levy of 1.5 percent of the custonls
vaiue of all imported gopds.

(ii) The objective waS to mobriize funds for the consh'uction of a Standard Gauge Railway
nefwork in order to facilitate the transportation of goods. Therefore the railway
development ievy collection was introduced with effect from 1" July 2013, payableby aII
importers atarate of 1.5% of the customs value of the imports.

(iii)Tire Finance Bill 20i3 rnd,tcates that all imports of dornestic use are subject ts the l.So/o
rail Development Levy to be pard.by the importer at entry point. It further indicates that' the Cabinet Secretary shalI establish a Railway Development tevy Fund.where all the
proceeds are to bepaid and is to be managed, administered. or wound up in accordance
with section24 of the Public Financial Management Act, 2012 andits regulations.

(iv)The total collections of Railway Development Levy for the period 1,, July, 2013 to 31,t
December,2073 was I(shs. 70,052,287,901 agatnst a target of Kshs. 6,78A,260,980.11.
The fui1 year Treasury target for the Financial Year 2073/14 is Kshs. 13,500,000,000
hence the remaining balance to meet the target is Kshs. 3,447 ,712,0gg.

There being no other btsiness, the Chairperson ad.journed. the meefing at Fifty Minutes past at
twelve O'clock.

2

vSigned: /.t Date Rs b:ltv
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GAUGE RAIL'WAY

The Chairperson informed the Committee that the Oversight role of Parliament is guided by
the Constitution, Statutes and Standing Orders.

Members noted that the Committee is guided by the provisions of Articles 94 (2) (4),95 Q)
(4) (5), '125 (7), 207 and 227 {I) of the Constitution of Kenya, the Public Procurement and
Disposal Act,2005 and StandaryOrder 206.

The Committee reiterated that it will not be swayed by political utterances made by the
Govemment offlcials and poiiticians on the Standard Gauge Railway and will only be
guided by facts and tnrth during its investigations and called upon members of the pubtic
with information to tender such inforrnation before the Committee.

There being no other business;. the Chairperson adjourned the meeting at Thirty Minutes
past Eleven O'clock.

U,I

J

Signerl: Date Is{p,i-l l.[
( erson)
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7. Hon. BernardMunyoki Kitringi, M.P.
B. Hon. Major @td) John Waluke, M.P.
9. Hon. Corneily Serem, M.P
10. Hon. Mithika Linfirri, M.P
11. Hon. Bare Shill, M.P
72.Hon. Onesmus Njuki, M.P.
13. Hon. Sammy Mwaita, M.P.
14. Hon. Dr. Oburu Oginga, M.P
15. Hon. Adan M. Nooru, M.P.

ABSENT WTII{ APOLOGY

1. Hon. Chrisanthus Wamalwa, M.P
2. Hon. Mary I(eraa Sa1ly, M.P.
3. Hon. Paul Otuoma, M.P.
4. Hon. John M. Nyaga, M.P
5. Hon. Eng. JohnlCragu, M.P.
6. Hon. Njogu Barua, M.P.
7. Hon. Ogutu John Omondi, M.P.
8. Hon. Wafula Wamunyinyi, M.P,
9. Hon, Abdullswamad Sheriff, M.P,
10. Hon. Mwadeghu Thomas, M.P.
i i. Hon. Irungu I(ang'ata, M.P
12. Hon..Beatrice Nyaga, M.P.

IN _ ATTENDANCE NATIONAI ASSE}@LY

Itzlr. Abdullahi Aden
Mr. Joash Kosiba

First Clerk Assistant
Fiscal Analyst
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/20 ENCE
HON. CHIRAU AII MAKWERE

Hon Malcwere informed the Committee that;
(1) He initiated contact wirh the China Road &Brtdge Corporation, the company

that was awardedthe tenrler on the construction of the standard gatrge ratTway

from Mombasa to Malaba.
(ir) He was awate that tlie China Roads anrl l3rirlges Consfruction was biacklisted

by the World Bank rn the Philippines.
(iii) The Cabrnet had approved the the Construction of the Standard Gauge

Railway Line fi'om Mombasa to Malaba.
(rD China Roads and Bridges Construction built China, Berling Shanghai railway

line.
(v) Hon Mairrvere further inflormecl the commifi,ee that he does knorv the Board of\.'J

Directors of CRBC.

The Cornmittee observed that:-

(i) Articie 125 (1) of the constitution empowers the Parliament to summon any person

to appear before it for the purpose of giving evidence.
(ii) And for the purpose of clause (1) a House of Parliament and any of its Committees

has the same powers as the High Court.
(iii) In aletter dated 9ft September Dr Manu Chandaria congratulated Hon. Makwere for

an advertisement that appeared on the Daily Nation of 8ft September 2009 for
. contracts for feasibitity strrdy of the Standard Gauge dual hack Railway.
(iv) Henceforth Hon Makwere cancelled the feasibility study and single sourced China

Roads and Bridges Company
(v) The commiltee wiii be guided by the Constitution, tire Public finance lvianagement

act, the Public Procurement oversight Authority Act and the standing orders.

(vi) The committee noted the matter was of pubtc concemed and was determined to get

all the facts and disseminate the information to the public through their elected

representatives.
(vii)The.Committee agreed to summon former Transport Minister Hon. Arnos Kimunya

on Tuesday 11* Februiry, 2014 for failing to honor the invitation by the committee
on the tender regardiil'tg the corrstruction of Standard Gauge Railway Line from
Mombasa to Malaba.
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(viii) The Commitree further agreed to invite forr-ner Permanent Secretary Ministry of
Transport Eng. Abdirizak A1i Aden and the Board of Directors, Kenya Railway

Corporation

There being no other business, the Chairperson adjourned the rneeting at Fifteen

Mirrutes past One O'clock.

tu,Signed: .t

oil)

Date: Ig ["{ l ::r
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PnsstrNt:

L. Hon. Adan I(eynan, CBS, M.P. - Chairperson

2. Hon. Kimani lchung'wah, M.P. - Yice Chairperson
3. Hon. Francis Nyenze Mwanzia, M.P.

4. Hon. Nyagah M. Jonh, MP
5. Hon. I(orei Ole Lemein, M.P.
6. Hon. JohnAluoch Olago, M.P.

1. Hon. BernardMunyoki I(tungi, M.P.
8. Hon. Major (Rtd) John Waluke, M.P.
9. Hon. Bare Shi1l, M.P
10. Hon. Eng, John Kiragu, M.P.
11. Hon. Mwadeghu Thomas, M.P.
12. Hon. WafuiaWamunyinyi, M.P.
13. Hon. Cornelly Serem, M.P
14. Hon. Adan M. Nooru, M.P.
15. Hon. Njogu Barua, M.P.
16. Hon; Paul Oruoma, M.P.
17. Hon. Chrisanthus Wamalwa, M.P
18. Hon. Onesmus Njuki, M.P.

ABSENT WTTH APOLOGY

1. Hon. Mary I(eraa Sally, M.P..
2. Hon. Ogutu John Omondi, M.P.
3. Hon. JohanaNgeno, M.P.
4. Hon. Mithika Linturi, M.P
5. Hon. SammyMwaita, M.P.
6. Hon. Dr. Oburu Ogihga, M.P
7. Hon. Abdullswamad Sheriff, M.P
8. Hon. Irungu I(ang'ata, M.P
9. Hon. Beatrice Ny'aga, M.P.

IN_ATTENDANCE

NATIONAI ASSEryIBLY

Mr. Abdullahi Aden
Mr. Joash.I(osiba

First ClerkAssistant
Fiscal Analyst
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i\4r, Charles Nyanyuki
Mr. Obed k. Chweya

Ag. Director
Senior Auditor

CE

MR.

NIr. Nduva MuIi appeared before the Committee in his capacity as the former Managing
Director of Kenya Railways Corporation to adduce eVidence on the procurement and
financing of the standard gau}eratlway. He informed the Committee that:-

(i) The tender for the construction of the ratTway line {iorn Mombasa to Malaba was
viable and awarded within the law.

(ii) I{enya. Railr.r,a),s (I{-R) r,,,as inyol.rcd in vetting and revievr oi tlie feasrbilit" study as

well as the preliminary design done by China Road and Bridge Corporation for the
project.

(iii) On 3'd August 2012, the Cabinet granted approval for the project as foilows:-

(a) The developrnent of a new stand.ard gauge ratTway iinking Mombasa to Malaba
with a branch line to Kisumu'

O) The standard gauge.railway to be developed through a Government to
Governlnent arangement supported by Government Budget and a Railway
Development and Maintenance Fund; and

(c) The Government to sign abtl,ateralAgreement with the Government of the

Republic of Uganda for joint development of the railway and subsequent seamless

operation.

(iv) The development of the Mombasa to Malaba/Kisumu standard gauge railway will
involve the construction and subsequent operation of approximately 1,250 kilometers
and willbe split up into two phases (Phase 1- Mombasa to Nairobi; Phase 2 Nairobi to
Malaba and Kisumu)

(v) The Government recognized the need to commence with the development of Phase 1

(A4ombasa- Nairobi) since 70% of fieight handied, at the port of Mombasa originates
from 0r is destined to Nairobi. Phase 1 would therefore resolr,e the perennial freight
congestion problem at the port and secure the position of Mombasa as the port of
choice for the regibn and I(enya as transport hub. Phase 1 is expected to be completed
by December 2076.
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(vi)On 1,t October , ZOO1, the technical officers from both Kenya and Uganda frnahzed

the Bi1ateral Agreement and Minister for Transport from l(enya signed and

dispatched it to Ugan da for signature. The Agreement has since been scaled up to

Tripartite Agr..*.nt after the Republic of Rwanda ratified the agreement on 28ft

October, 2013 in order to extend the line to IGgali. Each country would develop the

railway network within its borders to avoid procurement challenges. The Mombasa

to Icgali Railway is expected to be in operation by I)ecember, 2018-

(vii) The due diligence confirmed that China Road and. Bridges Corporation is

, government institution of the People's Republic of China. It was formally established

as a state-owned enterprise in 7919 with the name of China Road and Bridge

Engineering ComPanY. (CRBEC)

(viii) In 2005, China Road and Bridge Corporation and China Harbor Engineering

. Corrrpany Limited merged to form China Communications Construction Group

(CCCG). Accordingly, CRBC was registered again by the State Administration for

Industry and Commerce on B'h December, 2005 retailjng its name. CCCG is a state-

owned enterprise. In 2006, CCCG founded China Communication Construction

Company (CCCC) and CRBC became fu1ly owned subsidiary company CCCC'

Ttre Committee observed that:-

(i) China Roads and Bridges Corporation did the feasibility studies, design, costing and

finally was awarded the tender on the construction of Standard Gauge Railway line

from Mombasa to Nairobi
(ii) The Cost of the standard gargeRailway as was quoted by different Ministries varies

ftom220 billion to 441 Billion.

There being no other business, the Chairperson adjourned the meeting at Forty five Minutes

past twelve O'clock.

So

i*"a,fi,I € \)t-
S .t Date........

(Chairpers on)
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PRESENT:

1. Hon. Adan Keynan, CBS, M.P. - Chairperson

2. Hon. Kimani lchung'wah,.M.P. -Yice Chairperson
3. Hon. Cornelly'Serem, M.P
4. Hon. Sammy Mwaita, M.P.
5. Hon. Korei O1e Lemein, M.P.
6. Hon. John Aluoch Olago, M.P.
l. Hon. Beatrice Nyaga, M.P.
8. Hon. Bare Shill, M.P
9. Hon. Eng- John IGragu, M.P.
10. Hon. Chrisanthus Wamalwa, M.P
1 1. Hon. Bernard Munyoki Kitungi, M.P.

. 12. Hon. Wafu1a Wamunyinyi, M.P.
13. Hon. Mury I(eraa Sally, M.P.
14. Hon. Ogutu John Omondi, M.P.
15. Hon. Dr. Oburu Oginga, M.P

ABSENT WITII APOLOGY

1. Hon. Major Btd) Jshn Walukg, M.P
2. Hon. Onesmus Njuki, M.P.

3. Hon. Njogu Barua, M.P.
4. Hon. Nyagah M. Jonh, MP
5. Hon. Mithika Lintud, M.P
6. Hon. Adan M. Nooru, M.P.
7 . J{on. Francis Nyenze Mwanzia, M.P
B. Hon. Mwadeghu Thomas, M.P,
9. Hon. JohanaNgeno, M.P.
10. Hon. Paul Oruoma, M.P.
11. Hon. Abdullswamad Sheriff, M.P.
12. Hon. kungu Kang'ata, M.P

TN _ ATTENDANCE - NATIONAI- ASSEMBLY

Mr. Abdullahi Aden
N{r. Joash Kosiba

First Clerk Assistant

. Fiscal Analyst

IflMI.IIIYA
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(i) The Commimee was inforrried that the Hon. Amos I(imunya had not been served with
the Summons since he had notbeen tacedat his residence.

(ii) The Committee observed that:-

(a) It discharges its duties in accordance with Article 125 (l) of the Consritution that
empowers Parliament to Summon any person to appear before it for the purpose of
giving evidence, as readwith Articleg4 and.95 of the Constitution on the role and
functions of Parliament in its oversight roie.

(b) Committees of Parliament have the same powers as the High Court

(iii) The Commifiee resolverl that:-

(a) The Hon. Amos Kimunya to be issued with another summon including through the
two major datly papers and email so as to appear before the it on Thursday 13n

February 2074 at 9.30 am,
(b) The Chief Sergeant at Arms to brief the Committee on Wednesday 12th February,

2014 on the surnmons issued to Hon. Amos Kimunya.

There being no other business, the Chairperson adjourned the meeting at Thirty Minutes
past tweive O'clock

sigo"a,b. Date
la\ '.) Iq:[ i.r

/.t.

(Chairperson)
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1. . Hon. Adan I(eynan, CBS, M.P' - Chairperson

2. Hon. Kimani Ichung'wah, M.P. . Yice Chairperson

3. Hon. I{orei Ole Lemein, M.P.
4. Hon. John Aluoch Olago, M'P.

5. Hon. Bernard Munyoki ICtungi, M.P.

6. Hon. Major (Rtd) John Waluke, M.P.

7. Hon. Bare Shill, M.P
8. Hon. Mwadeghu Thomas, M.P.
9. Hon. CornellY Serem, M'P
10. Hon. Adan M. Nooru, M.P. 

.

11. Hon. Paul Otuoma, M,P.
12. Hon. Mithika Linturi, M.P
13. Hon. Beatrice NY?ga, M-P.
14. Hon. Nyagah M. John; MP
15. Hon. kungu Kang'ata, M.P
16. Hon. Eng. John'Kiragu, M.P.
17. Hon. Johana Ngeno, M.P.
18. Hon. Francis Nyenze Mwanzia, M.P'

19. Hon. MarY Keraa SallY, M.P.

20. Hon. Dr. Oburu Oginga, M.P
2L. Hon. Wafula WamunYinYi, M.P.

ABSENT WITHAPOLOGY

1. Hon. Chrisanthus Wamalwa, M.P
2. 'Hon. Oguru John Omondi, M'P.
3. Hon. Onesmui Njuki, M.P.
4. Hon. Njogu Barua, M.P.
5. Hon. SammY Mwaita, M.P.
6. Hon. Abdullswamad Sheriff, M'P

IN ATTENDANCE

NATIONAI, ASSEMBLY

Nft. Abduliahi Aden
Mr. Joash Kosiba

Firit Clerk Assistant
Fiscal Aaalyst

Director of Audit
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Ir,{:'s. Joyce Wesonga Assistant Inspector General

NO
TP.ANSPORT, ENG. ARDIRIZAI( AI.I

Eng. Abdtrzak A1i, the former Permanent Secretary, Ministry of Transport informed the
Committee that:-

(i) The limitation to access inforrnation on the issues raised and the fact the he ieft the
Minislry of Transport in September 2009 has hindered him to.shed light on the matter.

/'::\ T1- - \ tl -' , r 1(1ii iile iviriiisLy iorwar<ieci the iviOiJ io Lire iviinistry oiFinance and tire Ariomey General
Office.

(iii) He be granted more time to ptepare his submission.

C

The Commiffee resolved that the former Permanent Secretary be invited agant to appear
before the Committee with a written presentation on the Standard. Gauge Railway Tender
on 2Jh February, 2074.

JO

There being no other business, the Chairperson adjourned the meeting at ffieen minutes
past Four O'clock.

Mr. Obed I( Chweya
Mr. Muli I(alinda

Signcrl:

/',
lJ/.r

Senior Manager
Manager

ate \sIor
I

l *

( erson)
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1. Hon. Adan l(ey4an, CBS, M.P. - Chairperson

2. Hon. Kimani Ichung'wah, M.P. - Yice Chairperson
3. Hon. I(orei Oie Lernein, M.P.
4. Hon. John AJuoch Olago, M.P.
5. Hon. Major @td) John Waiuke, M.P.
6. Hon. Bare Shill, M.P
7. 

' 
Hon. Mwadeghu Thomas, M.P.

8. Hon. Cornelly Serern, M.P
9. Hon. AdanM. Nooru, M.P.
10. Hon. Paul.Otuoma, M.P.
11. Hon. Mithika Linturi, M.P
12. Hon. Beaftice Nyaga, M.P.
13. Hon. Nyagah M. John, MP
14. Hon. Eng. John Kiragrl M.P.
15. Hon. Johana Ngeno, M.P.
16. Hon. Francis Nyenze Mwanzia, M.P.
17. Hon. Mary I(eraa Sally, M.P.
18. Hon. Dr. Oburu Oginga, M.P
19. Hon. Wafirla Wamunyjnyi, M.P.
20. Hon. Chrisanthus Wamalwa, M.P
21. Hon. Ogutu John Omondi, M.P.
22.Hon. Njogu Barua, M.P.
23. Hon. Abdullswamad Sheriff, M.P.

ABSENT'WTIH A-POLOGY

1. Hon. BemardMunyokiKitungi, M.P
2. Hon. Irungu Kang'ata, M.P .

3. Hon. Onesmus Njuki, M.P.
4. Hon. Sammy Mwaita, M.P.

IN ATTENDANCE

NATIONAI ASSEMBLY

Mr. Abdullahi Aden
Mr. Joash Kosiba

First Cierk Assistant
Fiscal Analyst

AUDITOR GENERAL'S OEFICE

Mr. Edwdrd Ouko Auditor Generai
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Mr. Dennis l(ariuki
Mr. Obed I( Chweya
Mr-.. Muli kalinda

Director of Audit
Senior Manager
Manager

INSPECTORATE, OI' STATE CORPORATION.S

Mrs Joyce Wesonga

MI1VUTE NO. 71 /2014

- Assistant Inspector General

REPO T BY THE AUDITOR GENERA]-

(i) The Auditor General informed the Committee that:-

(a) His office had not {rnahzed on the Special Audit Report as requested by the
Commiftee. His office was still collecting information on the Standard Gauge
Railu,ay tcndel and requcsted that irl fyro v,reeks time the o.flice of t1:e Auditoi
General and the Committee form a working group on the mafter.

(b) His team rnay need to travel to China to cover the international aspect of the project
before it compiles its fura1 report to be shared with the pariiamentary committce.

(.) His office be granted. six weeks to give a report on the Standard gatrgeRailway.

(ii) The Committee considered the Auditor General's request and resoived that the working
group mects on Thursd ay 27h February 2014.

o.72/2

There being no other business, the Chairperson adjourned the meeting at Twenry Minutes
past E1even O'clock.

Signed:
t,
V j.t

erson)

Date: l gl:.i] tY

;.-
L''



Z6TTT

TH

1. Hon. Adan I(eynan, CBS, M.P. - Chairperson

Z. Hon. IGmani Ichung'wah, M.P. - Vice Chairperson
3. IIon. JohnAluoch Olago, M.P.
4. Hon. Sammy Mwaita, M.P.
5. Hon. Major [R.td) John Walulce, M.P.
6. Hon. Mwadeghu Thomas, M.P. .

7. Hon. Comelly Serern, M.P
8. Hon. Paul Otuoma, M.P.
9. Hon. Mithika Linturi, M.P

10. Hon. Beatrice Nyaga, M.P.
11. Hon. NyagahM. John, MP
12. Hon. Eng. ,Iohn Kiragu, M.P.
13. Hon. Cfuisanthus Wamalwa, M.P
14. Hon. Njogu Baiua, M.P.
15. Hon. a-barrUt*umad Sheriff, M.P.
16. Hon. Onesmus Njuki, M.P.

ABSENT WITH APOLOGY

1. Hon. Wafula Wamunyinyi, M.P.
2. Hon. Bare Shi1l, M,P
3. Hon. Adan M. Nooru, M.P.
4. Hon.I(orei Oie Lemein, M.P.
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7. Hon. Johana Ngeno, M.P.
8. Hon. Francis Nyenze Mwanzia, M.P
9. Hon. Dr. Oburu Oginga, M.P
10. Hon. Ogutu John Omondi, M.P.
11. Hon. Mary Keraa Sally, M.P.

NV ATTENDANCE NATIONAI ASSEMBLY

Mr. Abdullahi Aden
Mr. Joash l(osiba

AIIDIIOR GENERAL' S OFFICE

Vk. Deruris Kariule
Mr. Obed I( Chweya
Mr. Mdli Kalinda

First Clerk As'sistant
Fiscal Analysi

Director of Audit
Senior Manager
Manager
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INSPECTORATE OF STATE CORPORATIONS

Mrs Joyce Wesonga - Assistant Inspector General

o 73/2014 - E

Mrs. Bemice Gachehu, the Registrar General appeared before the Committee to adduce

evirlence on the iegal status and registration of Chjna Road and Bridges Corporatibn. She

informed the Committee that:-

(1) China Road and Bridge Corporation was initially registered as China Road andBridge

Engineering Company under part lO of the Companies.Act (Cap 486) on 28'h

December 1984 under registration number F66/84.

(ii) Part 10 of the Companies Act provides for registration of Companies incorporated

outside I(enya. Section 633 (1) states that "once aforeign colnpany establishes a place oi
business with in Kenya, it should within 30 days of their establishment deliver to the Registrar of
Companies, a certified copy of its cltarter and or memorandum and Articles, a list of its Directors

and Secyetaries, the names andpostal address of persons authorized to accept service of process on

behalf of the corTlpany and thefull address of the registered or principal ffice of the company."

(iii) On 24h Decembe:r 7984, the following documents were supplied to the Registrar of
Companies in compliance with section366 of the Companies Act.

a) Forrn 236, dated 20m Decemb er 1984, which shows the list of documents that were

delivered to the Regisfrar for \registration of the Company.

b) Form 237 dated 20'h Decemb er 7984 which shows the list and parttculars of the

Directors and Secretary ofthe Company.

c) Form 238 ditted20m Decem ber 1984,w'hich shows of names and. address of persons

resident in Kenya authorj.zed to accept service on behalf of the Cornpany.

d) Form 250 dated 20'h December 1984; rvhich shows the situation of the registered or
principal ofEce of the Company in China.

e) A notarized Business Certiflcation and Statute of the Company and their translatiott

in EngLish

(iv) Having certified the requirements of section 366, the Company was issued with a
Certificate of Compliance dated 28h December 1984 as per section 367 of the

Companies Act.

(v) There is a local Company by the Name China Road and Bridges Corporation Kenya

Limited which was registered on 23'd December 2008 under Registration No. C.166624



with its Directors being Mr. peter Maingi Gatere and IvIr. Leonard Mwangi Ndungu.

' tn. registered offi.ce is LR NO. 2Og /1Lg4/ 11, Mpaka Road, westlands.

(vi)This name. was inadvertently issued. to this Company because when they sought

registratiOn on 23'd Decernber 2008, there existed another Company under the name

China Road and Bridge Corporatio nF66/84 on 96 September 1996 through a change of

name from China Road and Bridge Engineering Company'

(vii) The above Company has since been directed to change its name in accordance with

section 20 Q) (a) of the Companies Act'

The Committee observed that:-

(1) For the last 30 years that CRBC China firm has been in I(enya' it has never filed its

annual accounts with the Registrar as required in the Companies Act'

(ii) The CRBC l(enyaLimited has also never filed its retums with the Registrar's office, also

in total contravention of the law

(iii) The Kenyan cornpany which was issued with a certi-flcate on December 23' 2008 was

registered inadvertentiy since the China firm was already in existence at the time'

.There being no other business, the Chairpelson adjourned the meeting at One O'clock'

Signe
\el u:-l

Date: ..... \..'..\ -.... - -1.

(Chairperson)

I
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I\zIr. Abdullahi Aden
Mr. Joash I{osiba

First Clerk Assistant
Fiscal Analyst

1



Itfr. Dennis Kariuki
Mr. Obed K. Chweya
Mr. Muli IGlinda

Mrs Joyce Wesonga

Mr. Atanas K. Maina
Mr. Alfred Matheke
Eng. Solomom Ouna

Director of Audit
Senior Manager
Manager

Assistant Inspector General

Managing Director
Finance Manager
Chairman, Negotiating Team

MINUTE. NO.76l 14 EVTDENCE BY KEIVYA R ATT, Y CORPORATION

The Committee requested presentation from Kenya Railway Corporation on the Standard
Gauge Railway Line from the following:-

(i) Chairperson, Board of Director

(ii) Chairperson, Negotiaingteam/ Technical team

(ii| Technical/ Due diligenqe team that visited the People Republic of China.

The I(enya Railway Corporation requested for one week to prrpurrpresehtations as per the
request of the Committee.

/20

There being no other business, the Chairperson adjourned the meeting at Four O'c1ock

tiSigned: T.

(Chairperson)

Date: trh:l r-{z
I
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4. Hon. Mwadeghu Thomas, M.P.
5. Hon. Chlisanthus Wamalwa, M.P
6. Hon. Wafula WamunyinYi, M.P.
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8. Hon. kungu I(ang'ata, M.P
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Ivk. Dennis Kariuki
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Mr. Muli Kalinda
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Director of Audit
Senior Manager
Manager
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Mrs Joyce Wesonga Assistant Inspector General

4

Hon. Amos Kimunya appeared before the Cornmittee to adduce evidence on the
procurement and financing of the Nairobi - Mombasa Standard Gauge Railway (SGR). lle
informed the Committee that:-

(i) The SGR project had been discussed severally srnce 2003. It is an integral part of the
Vision 2030 as an enabler of trade and movement. Regionally it is a core component of
the modernization of the Northern Corridor (I\4ombasa to Democratic Republic of
Congo). Officially, it was launched in State House Nairobi in October 2008, in a joint
comrnuniqu6 by President Kibaki and President Museveni of Uganda. This was
f.'l1^rr'-.i l--, i.jl-i^*^? ;:,,^,,-^:^-^ '^^'----.^-- -i/- ^..--. -.- r 'tr-- ^ r r : -l 1,rulv i', uu u) vdaLurai Llr.juuijJ1u.rl.) uLLWuuu NLr])ci- dll(.l UBalltlii Wllleli ItrSUILC(I iil ii
btlateral agreement documenting' the necessaly fi'ameworks. In I(enya, this was
approved by Cabinet in August 2012, and signed. Rwanda has since joined this
agreement thus converting it into a h'i-lateral agreement.

(ii) I(enya Railways Corporation (KRC) is a State Corporation set up under an Act'of
Parliament, and is a designated procurement entity as per the Public Procurement and

, Disposal Act, 2005. In the past, Ministies have been restrained fiom, and even
reprimanded by Parliament and Public Procurement Oversight Authority @POA) on,
involvement in procurement matters of State Corporations. The Government of Kenya
(GoK) was represented ia the I(RC Board by the PS-Treasury, PS-Transport and the
Aftomey General.

(in) Negotiations on the financing of Government projects are the mandate of the National
Tleasury.

(iv) Due diligence review was conducted in October,/November 2012 by a high levei
GoK/KRC team. The Embassy of China in Kenya expressed its support for China Roail
and Bridges Corporation (CRBC) in writing.

(v) A Memorandum of Understanding CMOI, was signed between the GoI( and CRBC in
August, 2009 wherein the CRBC oflered to catry out the feasibitity study and
preliminary designS of the Mombasa - Nairobi section at no cost to the Government of
I(enya, provided that the report could only be used. by GoKII(RC and CRBC. The
feasibilily study was also subject to I(RC review and approval. This is a standard
requirement for Chinese funded projects, to establish the feasibility themselves before
involving their Treasury and Banks.

(vi) The first Draft report was forwarded to my office as the then Minster for Transport in
.. --- - ?}-lL by- eR3-9w-h:eh- was pari-of aii pifiElia-1:_aetega_tion aqqo_nip:anlag the-'ehiaese_ {ice_,-,_- _

Minister of Transport.



1vi) ffre cost of the railway is high due to the gradient. The terrairr from Mombasa is varied

. rising from sea 1eve1 to flat terain and high altitude. The railway was changed to diesel' driven due to challenges of power but in future the h'ains could be eonverted to electric.

(viii) The Standard Gauge Railway was conceived to ease cargo. transport congestion. The
ratTway will open up the East African region and tap into the transport market
extending into eastem DRC and South Sudan. In the meantime the cost is high but in
the long run the project wili be worthwhile.

(ix) He stopped advertisement for feasibility study by KRC because there was akeady a
feasibility study underway by CRBC at no cost to the Government. He stopped, the
parallel study to safe money that was to be used in procuring the feasibility study by
KRC. :

OB

The Committee declared Hon. Amos I(imunya a hostile wifiress due to his demeanor and
conduct.

0/

There being no other business, the Chairperson adjourned the meeting at Fifteen Minutes
past four O'clock.

Signerl: a, I
g OL.1. Date: .....

-t--'(Chairperson)
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2. Hon. Kimani Ichung'wah, M.P.-YiCe Chairperson
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Mr. Muii Itulinda

Mrs Joyce Wesonga

Manager
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C

AP DR.
o

The Comrnittee noted with coucern that Dr. Cyrus Njiru, the former Permanent Secretary,

Ministry of Transport had faited to appear before it. 'Ihe Cornmittee directed that the

former Perrnanent Secretary be invited againto adduce evidence before the Comminee.

Z

Minutes of the following sitting were confirmed and signed as true record of deiiberations of
the Commiftee.
(i) I\4r-nutes of the 1-2'h sittLng were proposerl by Hon. Bare'Shill, MP and secondecl by Hon.

Korei OIe Lemein, MP.

(ii) Minutes of the 13n sitting were proposed by Hon. I(mani lcirung'wah, M.P and

seconded by Hon. I(orei Ole Lemein, MP.

(iii) Minutes of the 14e sitting were pro.posed by Hon. I(orei OIe Lemein, MP ancl seconded

by Hon. Bare Shiil, MP.

(iv) Minutes of the 15'h sitting were proposed Hon. Mary KeraaSally, M.P and seconded by

Hon. Paul Outoma, MP.

(v) Minrites of the 16n sitting were proposed by Hon. Korei Ole Lemein, MP and seconded

by Hon. Mary l{eraa Saily, MP.

(vi) Minutes of the 17'h sittilg were proposed by Hon. I(orei Ole Lemeia, MP and seconded
'by Hon. Olago Aluoch, MP.

(vii) Minutes of the 18'h sitting were proposed by Hon. Mary Keraa Sa11y, MP and seconded

by Hon. Olago Aluoch, MP.

o.8

There being no other business, the Chairperson adjourned the meeting at Thtty Minutes

past Eleven O'cIock.

Date: ........P.1.
D3 LY

OF
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(Chairperson)
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Hon. Mary l{eraa Sally, M.P.
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Hon. Beatrice Nyaga, I.vLP.

Hon. Francis Nyenze Mwhnzia, M.P.
Hon. Eng. John Kiragu, M.P.
Hon. JohanaNgeno, M.P.
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Hon. Wafula Wamunyinyi, M.P.

IN ATTENDANCE

Mr. Abdullahi Aden First Clerk Assistant

NATIONAI LAND COMMISSION

1_

Mr. Muhammad A. Swazuri Phd OGV/ Chairman



' Mrs. Salome LMurubi Dir-ector Taxation & Valuation

AIIDITOR GENERAI OFFICE
ItzIr. Sammy lCmunguji AssistantManager

Mr. Justus O1e IGmiri - Senior Supervisor

IN-ATTENDANCE INSPE CTO 'TE OF STATI' CORPORATIONS

Mrs Joyce Wesonga - Assistant Inspector General

COMMISSION

The NationalLand Commission received a request from the l(enya Railway Corporation to

acquire land foi"the Stanrlard Caugc Raj-lr,,,av on 19m August 2C13. Cor:scquci:t1y the Land

Acquisition and Compensation Sub-Committee of the National Land Commission held

several meetings with I(enya Rarlways Corporation Slaff to explain prerequisite preliminary

details since they had no tangible information to allow us.undertake the acquisition.

Preliminary requirements before any land acquisition or easement is procured by tire

commission should include the following information and documents:-

1. Cadastral drawings showing how the infrastructure excises each parcel, the parcel list

table detailing land parcel numbers, total area of land parcels and acrea.ge affecied by the

infrastructure for each parcel. These drawings shalL be submitted to the commission for

scrutiny and records.

2, Provide a iisting for parcel numbers ildicating the plot reference number, registered

owner and affect ed acreage column in acres. This should be submitted in both soft and

hard copy.

3. Official searched of aflected land parcels be produced by the Agency. However the

Commission will assist where there are challenges in the land registries.

Each agency will have to take the Land Acquisition and commiftee sub-commiftee members

on a site tour for general appreciation of the locations involved. This will ease in decision

making.

Z



.5r:l

$enya Railways Corporation has so far sub-mitted the first 56km that extends from part of

Mavumbo and South Samburu Group ranches in Taita Taveta County, the l(enya wild Life

Tsavo -East and Tsavo West parls in Taita -Taveta County to IGthekani in Makueni

County. The Kenya Railways Corporation have yet to avail information to the next 220krrr

sfetch tbr verification and validation by the commission.

The National Land Commission subsequently gazetrt the Notice of Intention to Acquire on

the 7'h February.}}L| as per the attachment. We are waiting for Kenya Railways

Corporation to facilitate the Commission to issue the gazelteNotices of Intention to acquire

to respective land owners as legally provide for.

The commission is already receiving inquires from the public about the corridor of the

standard gauge Railway. However, we have been tnformtng thern that the details are y"1to

be submitted by I(enya railways Corporation. Upon this subrnission, The-national land.

Commission shall undertake due process as legaily provided by the law on compulsory

acquisition.

The Committee obseryed that:-

(D The National Land. Commission has not yet received tir. .o.rrp"nsation money

from Kenya Railways Corporation as stipulation under Articie 40 (3) b (i) which

requires prompt payment in fuli.

(i0 The National'Land Commission has no mandate to acquire land on behalf of

(iii) The committee urSgd the National land Commission to move fast. and. do the

right valuation of the land to fast rack compensation of the land owners.

o ZO 4 J

There being no other business, the Chairperson adjoumed the meeting at thirty minutes past

fi.ve O'c1ock

Dane;..**I:t[,tSigned

J

(Chairperson)
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The Committee unanimously adopted the Kenya Bureau of Standards (KEBS) Reporrwhich was proposed by IIon. Mithka Linturi, Mp and seconded by Hon. chrisanthus
Wamalrva, ivIP.

NAIROBI

'1"1--^ a.^.- .^^iu.^-.i iic L'ii-i1i1l-it-ie e uuanuilousiy ariopted the Stand.ard Gauge Railway Tender Report which
was proposed by IIon- Tlromas Mwadeghu, MP and seconded by Hon. serem Cornelly,
MP.

N

There being no other business, the Charrperson adjoumed the meeting at thirty Minutes past
Seven O'clock

o T

signerl: trl
(Chairperson)

2



EXES





ANIWffiK fr



'-'--_--- _ -__- :-- - ::--_



I,=rREPUB LIC OF KENYA
'li'le pltotrc: l'15.1 'l()-.1 ll.l.i0
I:rr.r: I li.[ . ](]- ..i I l.llll
li-rrr;r il: tilg,it'k err:ttr.ttr.kc

\\rhsitc: rt r\ u.Lcttlltt.gtt.l'c

l'. ( ). llo.r -i(X)li.l-()0100
NAIR(llll

t'

KENYA I{ATIOI{AL AUDIT OF'F'ICE

.Gz

__-,qr

c.868 F/ (3e)

. The Clerk,
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Parliament Buildings
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_,28. March 2014
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Attention: Mr. Emejen Nicholas

REPCRT WRITING RETREAT BY THE INVESTMENTS COMMITTEE
MOMBAS A -'27THTO 3OTH MARCH, z.AM

pianning d!'gg",

i)

,**

Yg. l]{-.- reference tffi,rr. I"tt", dated 26 IVIarch, zo1; ano reirenog
KNA/PICICORR/2O14 (53) in regard to the above report writing retieat on the
Stqndard Gauge Railway, Telkom Kenya Limited ,nd the petro'ieum'Refinerl.es
Limited

1-:"i

we have been collecting data, besides attending commlttee rneetings
to obtain information to aide in our planning pro"uis- ..._..

* ' 
'+1-'-

our planning entails coilecting and collating data from various sources
to enable wel[ informed decision and assistance to the committee.

ii)

iii) The ofiice has also written to third parties with-a view to collaborating
on certain areas.

We have however pe'rformed desk review and observed the following amongst
other issues:- r



i) The need for the standard Gauge Rairway project is weil dntrenched inKenya's economic btue print of Vision 2030.

This is further emph.asized by statisticar figures from the KenyaRailwav corporation that indicaie thar in ioii;;t B% or the cargofrom the pqrt "of Mombasa was transported by raii. The (g2%) wastransported by the expensive road transport.

ii)

-

;,,\

Going
able to

iii) Feasibility study was condu

app rAISE Com mittee on audit findings

D. T. Kariuki
FOR: AU DITOR-G ENERA.L

assessment as required
Conservation Act of 1ggg.

cted as well as Environmental irnpactby the Environmental fufun"gur"ni

forward, and,.as the project is implemented, the Auditor-General will

n l+L^-.- ri\iinouEir a comnlerciar contract between Kenya Rairways corporationand ch'ina Road and Bridges corporation hai been signed, the loanagreement has..not been signe6 so, no funds'nave been disbrur.sed-conseQuenfly it wourd noi bu prudent at this jqnpturq to make
.. conclusions as regard to the -proc.ur.ernent process or the. varue forrnoney aspecl

be

:=>
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eHihlfi Ros{ts & '#afri}Gfr {oRFQEATIOr,t {FrEhtYA)

. NAIRCEI OFFICE:9'1-Ql i..R. .l'li'/265 fi'rth*rrt Iii" l-r'rvilrr:l'rrt' i'lrircbi

PO. BOX 3g03t,l'iAlRi)Lii, KfIl'rA. til. ill54 'i) :-!iil-l:il/ 5'J7{'i):'i'i' FAli: 570334

FJon. Chirau AIi Mwal*vere
['Iinister fb r'fi-ansport
'.ltanscorn l-Iouse, I{gong Road
P.O.Box 52697-09200

Nairob

RE: h{Oh{Br\SrL - NTNIROtstr ELE,C'[I{I{ !!,.'$.1}B!,.ii'r {l I,j}!

Firstly, we l.uould Iilcetocongtatulirteyer.r on t'rirri ;1i;ii1--i1t{i;i,.';r1 i',liii,c lii,,l'riiirittr-y-

We are a state oll,ned corporaiirrii, l:ziseri in Bt:iiirr;i- r,i),I i,r,,,,' lrrtr:n irr road
construc.:rion projec,ts in i(enya fbr lncrr: tirair 'il] i,siti's. Ii ir, rrr:r iir!(.rrtir:; r irr tlle 5;.1i1-i1

of cooperaticn rvitli enrerging r:rar!<ets srit:li a'l I',.tnvl. i.r ir::j;i.il ir' .ir:lii',rriiirq the
countly's priorify areas oI sroi,rth.

Irt=this':re'gaidj:..ve-seb1c:tot-assist'in'establis]rins Flen',,,a's .iii;t i:icr;tiic riili^ii-,t,.si:stdri:ti:,
\Ye rvould gladly appreciate 1,our klinisti-12'5 ;rl:is lacilitaiir',r ,i'ilric 1,.-ryi:rir.. { }rri- [rst
priority nould [:e to secure arr uuderstancling .,,vitir 

)rnrrr l.,lirri.:tr-.. (N{i r; , attirs[r,.1111- 1o
lregin with, this ItiiOU seel<sto allorv.C,RBf] ..rr:cr:ss lg far:ilir.,rte a t^e:rsii,iliri,:tirtl], at
o.Llr cost- T'!ris sfr,rdi, shOrrld take a. 1;erind.t-r{- 

-l l,' .{ lii(,i}11r.; {-}11r;q llsi.; i.: ,-tr111plg1s-

CRBC znd IIOT can ma.ite a tevierv 'irrti r.leciile oi: tlre iirnst jrrrii:riri6.. ri..r.. ilrl 
'....1-i1., l- .

The iiiiresttnent cn this project r.-tou!.rj be'Iai-:q<:.-,r\.," ii,i-. luri.e si;riilr.l iir {trr ivli.,rl_1. the
fl.tnding sotttces of tlli-\ r,,elttr.tie- sirr-nrl,l ii. 1'1,,',. r.,i::!rl,-. r"i!l i.r. . iil,.., :r l- r_lir.ect

investnten'r-'finm CIiBC; anrj/oi- [-r). Burrers,'rr.:t'li{ {ir,:n {i1 i].. ::r',ii,q ) 'i,..11,-r.i,.reciii

fi'orn CP=BC- and/or-d )=.-D-ife-.:t--!ni/-c.iitl.i.eill--bi-ltl-.,-;J.l:ei-i.iir^r:.r.-;''1. iirciii.H;r1i-,1,;.-i..'rje-are-

alsO prepared tO eXpl,:X'e alr;-.Other niethOr{S- Slrnr.tl,i 1'.11. I i .;11,',-..r-..1

Siq u;c ioolc to your early Se r:tt {lti:i tnRiir:r'

5,rr,r'il l;. .)t)()ii

e.,.i,:'

Du

IN rincl X?r'ielge
-. , j

^...,iLoi'flot'4ft44 ( {<"-1rr t':r }

Encl. MOLJ
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{i-{EEgf{r RSAF i,r. ffiR{4"}GE c{}R,trQilier{ciq (K[NyA)
NAIRCBI CFFiCL: i,i.i.:l l..ri. .l.it1.r1o, li:;tl;^r., i.iti , i,;..,i,,i,1o,,, ll,:,irobi

iio. Box 39037, i\iAiP'oEi, KIi.{'r]" ii:1. i.r5 i . ;j 'i /il.r-.j j i i-, .i \.i i.I') . !:i*i:s703.34

Septer::ber 9u, 2G(i3

H.tr. The Pri:ne Miirister
iion. Rajla Odinga
'i'reasr-il:y B u ilclilg

i Youi' Exceiienc,"- Sil,

Rtr tiatsASA -- HAItr-OIs EtE]

"- -- -,-:L!,Vi' LVll i-a' I'i.ia.i r.r:r.a- ^lrn-,'- r,.- i -*-'? ..?- r-JLvl._,,v. .ii.i a::ir.i._u. tri-I:.-i \ii.::::ij., ,r,:f; \irifr.)ir: ii: ilil'. ivilili:.i1.1-y,_ Af Tf-an_Spoft(cnFy aitacheil,i se-rtdng corisuita-r;,r.-rts ti: a liraa;ii-<i-ii.;vc",;ii::r-:i.ri. rii! th.e abcvel'eie:rt:nce- we r{ere gra-r.iten a-r:-rjie.r:<:i; irv iir,: iiE;r-il;rii;:irir- iv,Ii;ii-..i{.i., ,,rirer-e v,re \ver.acccilir-)aj}ieei. I;v'r.,>r-ir Afi,:_hassaqicr rri"il- ili;:rri,,,: fv{iiri:

i

;

;we presenteC a lf,ieirola?.ldi-it.'.i oi r;i.:rjq:r':riri;riliL:;' i,,ri;-,, :tl.iri., Iii-iij iir::r:,:riilrg or:i:iuttenii,:fl 1:o car.*t: r.-ii.tt a. feasibilit_t- .s{.rrt:i}. ,; ,rr, ..1,,,., i,',",;,,1,r,,_,-i)111,=.,,i: tri I{etrya, asi. !r '-],'/e.ti aS Ou1- llla_{}S t'Or-.,lifai- l.rizt=.,zbe lten-i.ra'lt ii:i-g.t:Si. i-C;r:igi,,. t'r_i,-t_:r.:t- i.t",.vestmeai Srrrce,,.iln<iepeaCence-.i
.:
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FI"E. Mr. Feng l.lon-gl:'*

Amb ossh cl or
Embosslr of Fecpie': R-epubiic of Ciri"lir

P.O. BOX 30308
NIA{RO BI.

:i.
i

Your ExcellencY,

RE: REqLIEST tOR A CHli'{E:lE irtl-lf,ri.lrlifri ,rii.lii!irlrtiCi it."r C.CNSTRUCT

A STAI,IDARD GATJGE RAIL\ry,f..Y i-f l+= !:rii-)i'n ii4illviBASA TO

MALABA .AhID TC DilVEJ-OP I.,ATTI.IJ T'I-)FiI i\.ND iI: 
'TSSOCIATED

IN FRI\STRUCTU,RE.

As you ci-e cwctre-.'ttre Go,,,etLtt:r€:iri 1.'i i';rt'..,rr:i,'' rrll-G:rtiil it,il.,lernentin$

the ViSiC* 2O30 thCrt Se-ekS -t<: i1r11r"fr'iitil i''ir."i ilrl': 'l irrirlrile inCOme

cOunttypfo.lidinghi<JlretUtlliirOtlifi'li,,til ihitir'''lr'ill':'l+'ltit.UrdseCure
enVlfOnttfeftt: The r_levelp,prnfetrt i'ri it'11r,-r'll1-iti ir-r1r. lrir'. ir(:F-rlr ir'ier-rtifled OS

^ ,. ..- i) ^. a {_r-
.:t ; .i .',

key to surpl.-)c'rl i;1'3 1-9t--rliz-i-ttion r-ri ili' : "ji;t'ii; 
r 'i 'f ii "

ffi

t

Kenyr_r is cl ir,tr-is[t [lul: _qr-1pp,q;r[if i,r ilr'': ri,,i,il ri ,rririrrr1., .r'llliii,?5 ncrrnely;

UgOndCr, R'7'UOtfCl,.:. Bt.,1tr-rttCli r.ltlr.l lllr I [-r''1;r1r r' l' tli' l'+1:r rt;lir'. ''1f COngO. ln

fecogniiioIl Of ttte r-.tLlrJ'/e tc..lt?', fl t" ' -' .r";/rl l r; li' :i tl ' ri l ' :l l\''rr l '.''-ifttinUeS tO

itrvest hect,lily irr tlre iili--,r,._i,1qntr,t':i "l i..i,",iilt,,t,' i ',11i-lr-' li'";, li.l l'letrnrork- " {n

deecl, ttre sectii,,n [rr,'rit i.''\c'trll-rr l"r l i" i'" ir !"rirr';rii i''l-': '"':i'i lci:i--)nstructed

tO higl'r St,:nCJCfCl 1r.lr-trl 11gi'r.;'.,1'f r:r' l. li'r ' { !' r'!':lii!rr" 1i t'''rrO'W in the
piCCeSS Of ifiri:fr-i'zil-rg ilre Sll,'ii' 'i r I 'rrir.'.''-'-rrl' i.i rr! 

"rilrli' 
ri: ';ri'l f.i;UmU City

rlnclef the I'lOftliettt (--r-,tlir'ir.'i it' l: i',i '':i il:r; '' ''''r"t'i i""i" i HOtr"'evef,

ihe hectvy ir-rvesttt-renl' I.r'tr.-tt.lr' r rii li" i l' iii ir' ' 'r iii'l"i r i:-lcl berrefits
CCCfLte1--l r:t'e ifr (il(:lIlCJel':,ittrlr: llr,: l'ril".'i,i,' iir ,'. if i : 1e-'1:''; lir )l , [r rnCtiOnOi fOf

Some title ctrrcl tltet-efr-rt'C r.lt-r'ti.,!. 1,, r.,'; ,',tlli, llr' ,llli:il! AnCJ. fUtUfe
clemoncls.

The GO'ret'pi1ept r:-'f l:.eriyCi f{:r.('.'r,ilrl,t,r', !i," ii,11 ',tl'ii.,. ''[ :',lfegUOfdihg
the heO'rv in'ZeStn-tent n'li:'lci.: ,.,tr iii'. i'i',li!i"r.;' -':ii l,-.,' i-' r't,ii'leilazOfk. Ond
iherefore,ihei"regr-l tr.r'--tltl:,it ir,.i l:i"1,'!r''l i" '"'l;t:r rrilli*fi-om



-]F'
r

gai,hoi,it
neecl is crn enfo r(le(_i
crnd crcticnecl bv il-ie lr/irr

Eng, Hbclr:licrz_oc1 Adc:rn Ali, HSC
PERMANTNT SECRETT\i?Y

c.c.

ir' ilr,- ..i1, r.1rl.r:.j.11,, ..[. lii,.:r
(-li-ifezilf!'ff rj r,r7f ,i, it, , t,,.iiil
istr r., ,'i i' iil. i,-1, ,=,

i, ,r,'' r..,ir/:tt you
i 'c' ,', ,rrsidered

\

By o copy of this letter bofl-r the lv;ii-risir.y of Fi;r:.rirr.r: ;;;1.y l(r,ril,r:.;?gilwoysCc rp oro tio n c ie cr cJ vi ;i e d cr r.: r: r.t ;6i i ;1 g_-; 1 
y.

yours 5-.,_r-+o_1.^.
I

Mr. Joseph K. KinyuCI, CBs
Perrnonent Secrefcrr;,
Ministry of Firronce
TREASURY

. i-!; - Y.,-'.c.julll. .:!lu ei-i.*t-ii. CSS
SolicitorGeneioi ,"'' ', --
Stofe Low Office
NAIROBI

Mr. Nduvo Mtrli
Monogipg Direcior

_.. . Ke_nlicLRoilv",cr_vs Crlrportrlicu-l -

NAIROBI

. :-. -,,':
' "' :ijr'l

. :. ' j'..'i-

.. ':.'.
...,.....n

..".. ..;r' '

: ,',
..1".-i

, j .'i'
. .:

r. . " ':.'

l
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fir lEl si H-,8 ju l+ 7r LE t,fir ti? LDT

I

/tt'! L:J:'a:-:'.::l::::':i'

.iji =i:i,j'llib c ancl Crlmmercial Cor-inse

I:i.i.i-, rri'-'i
)'ri1l: i,?;.,i i of the Peopie's Republi

(-i-.ff.-rj.,'t-'.. r

ffice
''.'i: ; iii, l"r' L L-,jChina-"t u

(j
.J.t ti,,tii ;til?

3*"
It)
uJ

i
I

lV{r. JO SEPI-I.K i(D{rUA
1'erilanent Secretary

Ministry of Finauce

]TIAT.ROB.I

':''.'--" ': '

Dear Sir,

Y'-:'

^- rhLt
(11'1.:i

,t 1'

Li;?)

I :_g\

{ "'7

e. Cou.cession aI LozLn Rur:a) Te c0nllullnlcations D e.lo rueiit
Proiect (Plr.:rse rt)

I(i:rdly refiei to yoru leuer ENFAzr lTgl}Uwl.(72) of ianuar-1, 29,2oo] to If.E. lvir:
lharrg ivlin.g, Aiulrassador of flre People's Repubiic of Chil4 ou the aboye subject.

Tire CIInese Gorrernlient is in full sur:rroit of tlie i(euya Rruai Telecor:r:uunicatior:s
Dei'eioprleut Project (Phase D ,od ,n," 1rr.," r:o objection thzit this pioject is tenclered
competitive.ly by Chinese co*palues represelted ur the coturtry.

Poifr?;
,:r,{i\lL'- Nl.) 't'tt/'

;i ./')
tF t') .,i:--- -- -

Li Yual
Economic and Cor::::rercial Counsell
Embassy of the People's Itepublic of

07

? D
&PA

&EC&

2 I itAR 
?o

oU uB.

I'lgcng Road, P.O. Box48l90, GpO 00100, Nairobr.I(enya
Tel:254-20'2726180Fax-25+.20-Z7I345lE-mailcb.nakenya@yaloo-conl littp://ke-urofcoDr..gov.cn





}}.T P L} E E-[C O F E{E fLJY,{i
PIIT'iIST RY,O F FII.{AN C E

Teleg raphic Addres s: 22921,
FIilAi'ICE - T{AIROBI
Telephon e: 252299
\i.Ihen replying please quote

iJ.E. fvir" Zl'ranq i4!nq
L--i.-...i, :..1,r-- -: .e -. J;-.....r,,:..",.r...jr.i-.r.:-.... j. ..{.:i!:..-r,..1.r.i. .. .r. ...-

,,rin,bassacior
Embassy of the. People's Republic o'i China
[:.o. tso>t 3G5CB
rrlnlRon; . .

TI-tE TII.EASURY
.F.O" tsox 30007-00100

NAIROBI
KENIYA

Ref. irrp. Ef-lTA 2i4l7B lA3, /V{ I Q2) 29th January.2007

',r:..i..r,..:*,': - ^a -1.

'{outr- llxcellency,

H.E: ' ' C0i\tr CESSIGhiAL LG,qf.I FOF{ T[-iE [{Et'\ii'A
!

i{tjIiF.t_
TE LECO iJI i',i U ruICATiq ry,S D E1, 51O * IVI E}dT P R.C:N Ef,F [P FI AS E
II)

I Am'writing td first express oui appreciation to your Governnrent and lre
people of China for availing funds for the Phase I of the Kenya Rural

-Telecommunications-.-'Developrnent-- --projeci;--whicl'r- -is-_- now under -

rmplementaflon,

Ai you .may be awarer we subnitted an application for anotlrer
concessional loan financing for the Ph'ase Ii of the above project on 26th
September, 2006 and (are grateful to note that our request is now under
consideration. Werd're also aware that Exim Banl< procedures requiie that
a Commercial contract be signed betwOdn the implernenting'Agenry
(Minis-uy of Information and comnrunications) and a Chinese Qonrpany,.
prior'to'the signing to the Loan Agreement.

In view of the ab'ove, .the.,'Governnrent would be grateful if the pr:oject is
tpndeied cornpetitively by Chinese Companies represented in -the couniry.



Tltis wili nct onl,v.enable tlre Governrnent to get value for mopey, bui alsoplomole trarrsparency in as far tlre prole"ct,s pro.rr",r.rt"p,-o..r, isconcerned.

Please accep-t Your Excellenry, assurances or our highest consideration.

{--, ^ **> t L*(t-(*i'o 
[i rs

-] L:,gEl-- i-f f(. f("r. f.lyu,5., {-i) c-

PE ,Aru E,FJ

,

I'
u

c.c. Dr^ tsitange Nicjenro.
F e:- ir1q.rr e n.t S u cr-e ia ry
rr'xir;isti-y oi: infcrnration ane{ corriirir;nica.i:ions

- F.O. Bo>c 3u16_)2S

f'l-riIR0El

._i... -)---

'l

!-
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B'Ft';nt

'- World Barnk Listrng of fneligih[e Firrms & [mdividttals

Fraud and Corruption

Available in: Espafrol

'l'his List is Current

The firms and individuals listed in Table I below are ineligible to be awarded a World Bank-
financed contract for the periods indicated because they have been sanctioned under the
Bank's fraud and corruption policy as set forth in the Procurement Guidelines or the
Consultant Guidalines. Such Sanciion yvas imposed as the resr_rlt oi

(1) an administrative process conducted by the Bank that permitted the accused firms
and individuals to respond to the allegations. Through Jullt 2697, this process was
ccinsUcted iu.aceordancb with the Sanctions Committee Procedures adopted on August

r ,-4=r:->'- ----. t:.
2, 2001.'Sirite then, the process has been conducted in accordance with the SA_ngltg.ns
Procedures of the World Bank Group Sanctions Board. For more information on the
two-tler sanctions process go to Sanctions Manaqement webpage.

OR

(z)';c1oqs;de.!arment ip accordance with the Agreement for Mutu.al Enforcement of
Debarment Decisions dated 9 April 20LO, which, as of July \,20LL, has been made' 
effective by the World Bank, Asian Development Bank, European Bank for
Fbconstruction and Development, Inter-American Development Bank, and African
Eevelopment Bank.

Ctick here to see additional notes on debarred firms and inciividuals and here to see an
explanatory note on the application of cross-debarment.

Tfie Bank may also.apply-other actions to firms and individuals that do not result in
debarrment. For the current h'rSE;:'se.e-Tablp ?;,9tfter Acti

To report allegations of fraud and corruption in Bank-financed projects, please

contact the Inteqritv Vice Presidencv.

Tahle L: Debarred & Cross-Debarred Firms & Individuals

Note: To obtain the best results when performing a'search, it is advised that only a portion of lhe firm/individual name be entered. This allows for the
greatest chance of Eeeing all sanctioned entities with names close to or exactly as those being searched. For exampte, to search fot:

C.V.ABCD, enterABCD;
ABCD Englneers SRL, enterABCD orABC.D Engineers; or
ABCD Royal Consulting Co., enter ABCD, or ABCD Royal, or Royal Consulting

please atsidVor:ai,i"ntuui"u in"rr"Gr. and generic term.1u"h u=: Ltd.; Limiied; Corp.: etc.

Nanre:

. flrm Narne ) Address

Country:

HEADQUARTERS China

ADDRESS:788
SECTION 1,

SOUTH FUROUNG

AVENUE,

China Reset

Grounds

Procurement Guidelines,

1.14(a)(ii)

GO

Country )
Ineligibility Period

-\-\. ffom =:{ lo . - ./

01-ocT-2013 3o-SEP-2015CHINAHUNAN
CONSTRUCTION

ENGINEERING GROUP
CORPORATION

(QHCEm)'16s

..'t/_f i,:ti j 1i]:2a
F i:{::: 'i ..)i 2S'



CHANGSHA,

HUNAN

888 SHENDA
ROAD, SHENYANG

ECONOMIC &

TECHNOLOGICAL
DEVELOPMENT
ZONE,

SHENYANG
.r.:.::,: , '

SNC-LAVALIN.lsunNennr; 401-4os-HUA,.:,,
iN rER r.nf 16 rya1 rTRAb ll c : wEr{ P-Lezl; s O s, . .

'.CO-ILTD.*150-.. .: ., : , ZHONGSHAN '1,,':r,j.-:1,:t.1.-.i'.t;;:,1;'i.,.r'.-'.,r ::'-r:.:..:-:..-:-,'........ i:rji,::,-j,-i
ROAD.. ,

:,,.,: .,.prtes1;zcosi,:.
. ,r..,. .. ... : . i. -:.

ZHONGHAO OVERSEAS SUITE 617 EAST
CONSTRUCTION ENG- PLAZA, 5 NORTH
CO., LTD."1 06 ROAD. WEST 4TH

: 
tRtNG ROAD, HAt
DIAN DISTRICT,

100195, BEIJING

sNC-LAVALTN (cHtNA)
ENGINEERING AND

MANAGEMENT INC.*150

.? -

CHINA FIRST
MFIALLURGICAL
CONSTRUCTION
CoRPORATION (CFMCC)

ZHEJIANG ZHEDA
INSIGMAGROUP CO. LTD
(TNSIcMAGROUP)

China Consult. Guidelines 1.22(a)

(i)-('i); Proc. Guidelines

1.1 s(a)(i)-(ii)

ALSTOM HYDRO CHINA..
C)O.,'LTD.gZ"'1 :i:j. .r. '..

NO.

NO.3,
INDUSTRY

AVENUE.

OINGSHAN

DISTRICT,

WUI.{AN, HUBEI,
430081,

NO, 3;' " .. '

INDUSTRY.;i

43ooe1, - 
'r:, 

';;"'

212 WENER
ROAD,

HANGZHOU"

ZHEJIANG 31OOO7

China

China

China

.::;:..:.

17-APg:20'13 1

30-MAY-201 2 29-MAY-2O| 4 Procurement Guidelines,

1 .1 a(a)(ii)

'' 
zT i eb )oi i" ; :2i -. 7 p+..2

', ..;..."... ... ..,. ..,- :.:,. i, :..:,

26-5EP-2011 25-SEP-?014 ProcurementGuidelines
1-1 s(a)(ii)

:'! :25-SEP-2

China

15-SEP-2011 11-AUG-2014 CrossDebarment: EBRD

1 11-AUG-2014 . Cross Debarment EBRD. . ,.'
:;.. a . :. . :.. .'r--:'.:

INSIGMA TECHNOLOGY. -- .;. .:'
CO. LTD:

ZHONGKE LIFE SCIENCE

_ZHEJIANc 310007

NO.88, 1 25-JUL-2014 ProcurementGuidelines
&- TECHNOLOGY CO., LTD- ZijIYUAI.I-RoAD, - - f.14GlnD '- -
,40 WUKANG TO\^N,

DEQTNG COUNry
ZHEJIANG 313200

. ' :. ":' , " :

Paqe 2 oi 29



. ' ' I;!rri !\i'.'iY ',

BRIDGE PROJECT CO

LTD. *37

Iv'rR YANG LIN'30

DAOING OILFIELD

HIGHV1JAY & BRIDGE

ENGINEERING CO., LTD.

CHINA COMMUNICATIONS
.CONSTRUCTION

COMPANY LIMITED, as the

successor or assign to

China Road and Bridge

Corporation *21

CHINASTATE.
CONSTRUCTION

,.'ENGINEERING+ *.. r, r:. ...,. .

coRPoRATION (CSCEC)
.22

CHINAWUYI CO. LTD -23 China

Notes on Debarred Firms & trndividuals

irtci.Lti r.rI', i t-. (,i :i,1,:-liit.j.i

1 .1a(a)(ii)

11-tViAY-2O'11 1O-MAY-2O14 ProcurementGuidetines

1 .1 a(a)(ii)

07-fViAR 2011 19-NOV-2017 Cross Debarment ADB

12-JAN-2009 11-JAN-2017 ProcurementGuidelines
1.1s(a)(ii) .

'12-JAN-2009 11-JAN-2015 ProcurementGuidelines
1.1 s(a)(ii)

12-JAN-2009 11-JAN-2015 ProcurementGuidelines
1.1 5(a)(ii)

u, HAOZIIOU

ROAD, HEFEI

CITY, AI{HUI
PROVINCE,

C/O SUITE 617

EAST PLAZA,

NO.'15 I{ORTH

ROAD, WEST4TH
RING ROAD. HAI

DIAN DISTRICT,

100195, BEIJtNG

NO. 19, XIJING

ROAD, RANGHULU

DISTRICT,

DAOING CITY

N/A, BEIJING

NQ. p5, China

DESHENGI.VIENWAI

STREET,

BEIJING 1OOO8,

China

China

China

ral firms above are marked with an asterisk (*). The explanations for these are as follows:

The period of ineligibility of the sanctloned firm extends to any firm directly or indirectlj controlled by the sanctioned firm.

The period of ineligibility of Ekseh Proje ingaat Turizm Ve Ticaret Anonim girketi ("Eksen") extends to any organization directly
controlled by the sanctioned firm" The period of ineligibility of Eksen may be reduced by up to one year if, after two yea

ineligibility, Eksen has taken appropriate steps to cooperate with the World Bank and if Eksen has put in place an effecti
compliance program acceptable to the World Bank and has implemented this program in a manner saUsfactory to the

rhg pe1-gd of ineligibility of G-lobal Spin-Wggve.-L!q!!94 9*tg!q: !9 any firm directly or indirectly con[9!9! by the sanctioned firm.
period of ineligibility of Global Spin-Weave Limited may be reduced by up to one year if, after four years of ineiigiuitit, -Glduat

in-Weave Umited has put in place an effective corporate compliance program acceptable to the World Bank, and has imple
prognm in a manner satisfactory to the World Bank.

The period of ineligibitity of Glocoms, Inc. exterids to any legal entity that it directly or indirectly controls. The minimum period
ineligibility ts the eight-year period indicated in the posting above; provided, however, that after this minimum period of ineligibility
eight years, Glocoms, Inc. may be released from ineligibility only if it has demonstrated to the World Bank Group's Integrity

ance Officer that it has complied with the following conditions: (a) it has taken appropriate remedial measures to address the
practices for which it has been sanctioned; and (b) it has put in place an effective integrity compliance program

ptable to the Bank and has implemented this program in a manner satisfactory to the Bank.

6

The
imited to

perjgd of i.neligibilitY
Thd Glodoms GrouP,

of Maurence Anguh extends to any legal entity that he directly or indirectly controls, including but n
Inc., Global Technology Solutions, Inc. and Glosolve Limited. The minimum period of ineligibility is

ht-year period indicated in the posting above; provided, howevel that afLer this minimum period of ineligibility of eight years,
rence Anguh may be released from ineligibility only if he has demonstrated to the World Bank Group's Integdty Complia

that he has complied with the following conditions: .(a) he has taken appropriate remedial measures to address
practices for which he has been sanctioned; (b) he has completed training and/or other educational programs
a continuing commitment to personal ihtegrity and business ethics; and (c) any legal entity that he directly or indi

has put in place an effective integrity. compliance program acceptable to the Bank and has implemented this progr.am in
satislactory to the Bank.

5 The period of ineligibility of OREDAR extends to any firm directly or indirectly controlled by the sanctioned firm. The period
of OREDAR may be reduced by up to one year if, after one year of ineligibilify, the Sanctions Board determines

has put in place a corporate compllance program acceptable to the World Bank and has implemented. th,s program in
saLisfactory to the World Bank.

Pursuant to Section 9.05 of the Sanctions Procedures, the inetigibility of China Road and Bridge Corp. applies to Chi

:.:i3 :-i tl 29
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,, ' ffi p o- Eox 301 21 - 001 00' Nairobi' Kenya
't E Iu[, +254'02o'2215211' 22157sG

Gell: 0728€03581, 0728S3582
,"i ffi rtx: +254{20-340O491224156
.tj -ffi E-mail: md@krc.co'ke

Wsbsite : www'ktc'co'ke KEi{YA EAILWAYS
risft e uD+

i1
.l'1

.il
Date: 3'd October,?zA12

,l BI tin{i ti,

!;;'l f:=\

r,j ffi
-il mi 

luj

f::1,sI
I,l ';i1

jir 6?iI I'il.I ElI

Ref: OPR- 9

M/s china Road and Bridge corporation (GRBC)

CBB, Zhonglu Plaza,

Andlngnrenwal Daiie, r 
'

tsEIJflN G C[.qINA

Tel:0086 10 64280055, Fax:0086 10 64285667

Dear Sirs,

RE:SUFFI-YANDINSTALLATIONoFTE-{EFACILITI
ANM NOLLIruO STQCK'S FOR. TF{E MOMBASA

S]'Ah{ D,ER E GAUGE RAI LWAY PROJ ECT

ES, LGGCISAOTIVES
-NAIROBI

' '), 
.' 

'... 

1 .-']. .; 
.

".! i:-rf.-'.-r i - : :...

'{ lte
, thJ:. LETTER OF AWARD

This is to notifY you that the KenYa Railways CorPoration has accePted Your
H

E
F':;lIrj

proposal dated lBth June. 2012tor SupplY and

locosr]otives and rolling stocks for the foI

inshllation
ombasa--Na

of the facilities,
irobi Standard

GauEe Railway Proiect for the an'io unt USD1 791 75 Uni46 00

llars One BiII ion One un Fortv Six Mi Ilion Seven
States Do
h{u ndned B''lin One

EXC lusiVe Cf

Thousa Ei ht and Cents Five On

rfEi lr,J

Withhotding Tax-

The aforementioned amount is the contract Price payable in consideration

of the execution and cornpletion of services as prescribed in the contract

Document.

ln accordance with the provisions of the contract' the Managing Dire"ctor o{

Kenya..PrailwaysCor'pofa-tlor.r,,''W!t!-.-bethe.Buyer'sRepresentative'The
Managing nirector shall appoint a Repr*sentative to perform the duties set

unOerit"'e said Conditions of Contract'

The powers and Authority of the Buyers representative shail be notified to

you in writing.

Value Added- Tax;'Gustoms Duties' IDF Fee, Cess, -and

008

All correspondence should be :iddressed to the lvlanaging Director
fl

iii IB
i.J E]

IiI H';l i-r,

IEIil 
Pl:l

,; tfl!,ri! til
i.i 6,

'l
I

I

:: lvl

i i'"'.'1isf
I:l

lr.,,l ,tf.
*"



Bij

ffiffi

ffiffi

ffiffitgt w

,ffiffi

ffiffi

ffiffi

ffiffi

You are now reqLrlred to give a formal written unconditional acceptance of
this offer and to produce a detalled and resourced Frogram of Works wtth
supertmposed cash flow based on the forty eight (48) months perlod for
ggmpletjqn of the contract, both to be approved by the Managing Dlrector.

This Notification of Award shatl lead to concluslon of a contract betuveen the
partles, which shall be conflrmed through the signtng of the Contract
Agreement by you and the Buyer.

You

Nduva Mull
MANAGING BIRECTOR
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o . Bcx;:l0i2i - 00100, Nairobi,
+2 5 4 -,JZQ -22 I SZ1 1, Z 21 BT e S
07 28-603581, 0723_603582
+25 4-Bt O-34004S/ 2241 56

\i[ I'dxIt,eny:t :l 'l
.i 'l

it
ijio?

r'qig
; md@krc.co.ke
te: wyrw-krc.co-ke

Ref: OPR.9

GII"J

{ iI NYA BAILITAY6
ti1\t ox trocl

i-latr -j4iii iVlarch, tO.13

M/s China Road ancl Eridge
Corporation (t(enya)
Piot I- Fl.3:10/265 Hatiiei.u Road.
Lavington
P.O. Br:x 39037 - 00523
NAIROBI
Tel: 020 gS70S3l

Dear Sirs,

HE: TEIUDER NO.KRCIP LMt3112fr12 suPgri_ri Ai\iD lljSTAi-I-.ATIONOF FACILITIE s, LOCOrulOTtvES AiliD FiC}LI-!IVG STOC{( FCII THEMOIVIEAS/I NAIROEI STA$JDa\ [tD fi-4ry6i= pA0t_vlA Y PRLS.IECT

l l'n;-,fr[,J? iT #J,.: r,?:ffimln- 
r-e i ie r r ! a, a r i;1 r r,i i i q! or)e r : : 0 i i] ro r r he

'fhe 
clecisiQn to withdraw Uie awai-d lel[+r is i>a:;erl r,,ii !i:re r.R".ii,;r.rr ci section6('l) of the ppt) Act 2005, *nl.i .tri"" ..," l.,i# ",11,j,,.,,, 

,ii)I,l:ri ;;,i-<iorrof ,rsAct conflicts with any ctbtigatiotts ii t;le Firiii,'1,'lit',',:r1 ii''u,,,r,,r..rr;Ljj;.,r_; f;rr;: a ireatyi;,?X:;:';,.,i#ffi\o-l;::,{;;,:,.=: il;,i,',i.' ,i,i, ,,,,i.;'i,j,'i ,;r,,a,ii,=ieet,r,

The. above f:rorlision of the FpD Aci <ii,,-__-;- ,.:.i^--.--
appricarion of the Act, as rhi.s is u oro.,,r;;;;li"u,';;,i;"i;J'il-x,i,:'[:x"ll;
,r,i:[,J[t: i"_,flJ.i* *u:;;i;1ij; 

:i; ;;;:,;. i 1,,,,,n,,, i,. a,,a_ft] feter

Yours,faitttf ully,'

SI
Ncfuiva Muli

C* ,'{-t\1$l1r

AII conesp-g1"11ygnco slrouki I;q iJri;::=icri i,r :tr2 LJan_1rjili.J !.rii, rr,;.
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TFEE ST'ATffi B-f'&['? 0FFq{8,
D E pA RT ffi E F{ T * F T B Ef-LT! E S Fi ru D e G P. E.E r}5 E r,l TS

flil0T/SIB.00? VCI!.1U,42 r');r Cctqber, 2012

E/SEC/14/153 VoL vll

. En-rg.eyrus I'ljlru. Phtl., eBS

Permqnent Secretory,
Minishy of '[rcr t-rsport

Tronscorn House
t'Jgong Roacl
N,A!ROBI

SI,IPPI-Y A,[.ID [NSTA[.!.,ATI*T"{ OF ThIE FACIT[TiES, i.C}{-;L}i\JICJTIYT: Ai'{M ROLTI}TG

sTOCt',rS F(;lR TE-iE MOMB.ASA-i{F\lR,OEll STAil{[]Ai?[} GAI|ic$: R_qgi.ir.J,ty i,ito"ilEeT

\{e referfo the letter Ref: MOT/S/8.007-'./i.)i.- ili ff,,li r.k.ii(.r'l ,:/i!'iei.:iember 
"012{ronr yovi- Ministry qncl the lelter receivecl flcrn tlre h.c;'ryr: i-li:il',v,.--:-r.s doted I'r

Ociober 2Oi2 ond referenced CPFi.9 in re:;;.,<:nse lt i:r-r:-, i<lei AG,/i-.i"iNF1l4i .153

VOL-Vll dotetj I 7t' Septernber Z}i2rcising is-cr rei (:)n ili(.' r i!x1 .i l rr-it-ier.. i rr rctter-.

Y/e lrove tcl<en !-lote. of the reslioitse t'e(;s,iy 9r.j i111i1,1 ji:11, li11nl..! Roilwr:ys
Corporotion (KRC) io the.issues vyhici'r v.ie i'ti-rCI rciisr:ri viri,= 1-:r:r l6ijs; ntu=niioned
ubove. We r.ivish therefore. to i-espc,rnci Lts lc;llr,'.rv:,:

l. Loccii o<lcJressforthe represt-:nir:iivr=: \r'ie i-trti.: ihrri 'r(i.l{.lir-i: p,ovicleC the
locol odc'lress ot' tlre Seller ,',4/5 ,1--l'rinn ii(;r.r,-l , iirrj .rtiirigr:. {lorporotion

Pro.iecl procurernent: We noie ihr:t i..lit:; ittrs r.:r>;tfii'iltec! tiici it wi{[ i-ely r,
upon the provisions oi SdciioliT aI ihe Pui:lir.: pir:cui-erlreni ,ind Disposal;,.
Act.t

-1. Completion Certificotes: We note tl'ri'il K.i?(_ l:'.i-,,lii)r=;il(ie{.i li-ie Controcito
reflect this require rr.rent.

4 
;:i::*:*:m.'"',,1nffiill.I;^l;:, ;:;I""'' 

iircii ii i(' hoi c'lmended

!i!:5r;:" i i::'.:=- I l;rrr,ir-:n !-,::.-. i-.- --

i.O.Bc:<,1{j1iZ-OtlCl. l'l.AlR0ljl.iilfi\'.r'i i:::":'.4'-t.\i)1j..i,,r.-,.'.it.i.,i;!7ii,:.1r1;,,./irrif!:-ij?:r_<

'-i*/!ll ';nf..\iii.!:-rr;r;rrr:"-:-.-- r..l - 'ii,,..ll: ...,.- .:...r .-.....-t.,:,r.,.,!-

?



5 
inH:iXLA/e 

hove toke-n noie <>f ihe ie-\,iieci rirr;,visi.rr rrnd find ihe sorne

' f'fi:Hff[ll.Tnji::::;::;;;,;,,:,;,r,,i.,s r;;, *,is ,:,quse in seciion ,]

- ffi,':j;r;J?::, :,t; ;j;;1,,i l,;i,ii,,!' ;: : j*';Ir,Ii!"JiT;

,?T?i;J,lil lh:?Hffi:ffi,;,.1;J:,;;;,;;",..',, ft ,,ri, ripc \^,e ccn surmise

A- The Comnrerciol Ccn.lrcct i:,.,r,.i.!ir.ri,; :,,,.,uottcrusior- i iir: 'r " ' il '*,i .;l*: r:itiit-e project ond its

;f"?:#f.fffi*,'{::=. ;:J; ;.,, ;, :I: ;l ] i;t *{*f#:i,' 
;:".7;::?=T ; 

jti: :::F ; ; ;:: : l: ; i' :i ;:r' i[:r ir:,:::,',,i H:L; ;;c. rhe procurerneni process,P 
[:,;d=,;;;'i:.1:,_l mm::;# ,- 

il:;-ci€des€ 
Secflcn_6 cf thef..u*,ii.r-"=,="lre:-ne ri <n,J Dispcsc! Aci shcll ,l

Bosecl on Jhe ol:ove, the Cornmei(.ir-:i l _r_,rljitr iGoverirn-renl cs o srep ," ,n" iri"cc5! r;i criirizi.r ; ;;;:;;,:,jil:;,,-_li:;:",, or ihe

EORCAS AeHAFj/q. fl/iB e

F R.G t
e opy to: Jl4r. .IosepX'l t(. Iiir,r,rur:, {li}S

Perm e nen f Secr eii:rr,,,
Ministry of Finqnce/iisa ;51 ;ii.,
NA!&a&

Mr" Nduvq A4utri
Monoging Directoi-

Sulro Rcilrrya)".s (l ori:;or_<_; ri,:; ; r
P. c. Boii 30121 00100

I

'-,.- t$AtRQEl-.-- -.---r,

i}.' 1€<
I
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MEf,flCRANDUM OF UNDf RS lAi'jDii,tr,:i Al.Jr_) i..,:.)i,|iri:,-r,& i iillj

#J:Hi:llf,"ff[,,.]lln"*"*t;-d .it trrc--l-Ji!- -- 'li;'-' ,,r0 ^rrri;r-i:.r . ,,irrii, at

l fte ltilinistiy of Transpr.,rt wiili offic.e ;ti lir? i , .rr;.:. , ti i, | : . :_
5269*e92C0. l.Jairobi, reprcsented hei-ein t;i., iii.:n .,iri:i.r.r..hi:.:irr
Tranport, and hereinaiter reierrecl to as ,,[,{cli-,.

CHII.]A ROAD AND I]RIDGE CCJRPORATi{)Fi
organized uncier the laws of the per: t;le's F-lpi

,.:..i ;.t; I ',.-. i. l ., l.l.]rty
ii ililr:..1t;:c., r,. i rlit rr,: ! er fCf

if(--..t 
^1

- anri

Zhonglu plaza Cgg Andingnrenwai Dajie, Beiiirrrl (lltir:a, rr.iiii Iof Kenya at p.C.Bax 39032, tJaiiobi al lc rqi:r?=arr l.--,.{
Kerrya ffice, lv,ii-. Du Fei, hereinafier lei'eieU ti,' a= l.lre

a Sf eie ...)rrt.lar j ,:irr.nr:ralii.)..i f ;.sat-.J and
rr tlllir; cI (.i.:ii_.n. r.,i!j r !r:-iil. jrric 

r)
1.. -. -. .,i.,. {,ir.ir r:iril-e t:. ii:,: {iq,tlUlrlirl

il-^i'ai; I lrV i' :. i.,.,.;,-., ;1: ii;i;;;:;r{.ret.
"(lflii..'

in/HEREAS' ttte Govgrlment of the Rentihlic r:i l(nriii,r i 'ii:-, i'r11.,,r;;1 ,-.,,,arir;,.iai.rl,.,ls_=eks to ccnstruct ar-rd deVelop an oi-d€rlv and ,-fricient l,4q::rh:;..r.. _ fri ;:i1;i;i i:..icuiricRglitir-ay sysiam with a total iengtir of about OCOt<,_.,t. rli*-fr1i."l i.

WHEREA.S, the Kenyan Govarnment re.,ii:.:s ilre t!.o4. construcrion ar'J compreiicn of tire prcject anlr ,-.; ;*:.u;;i':..:,., ;:;::;ll: ;i,.::;financial assistance offerecl byriai-ious fir,rzflr.i:i i,.i=f ;iI-,,ii]r,..r:rii,,;,: i.i,i::; I.tr.r_-..t:ri,,,i ,!;1rjqgCorporation through CREC to r.,nr,ertake Dr.,sig.. ir,r,.'=,n,a,,.,,;. ,i:ril sr.:itr;.,,,*.,,i.i r:i iiieProject; - Y '- ""1j:r'1r'l',r tif)i;' :iilii 5:.ti1r;'.':i;.1;;

W,LIEREAS, the IMOT cons.idsrs il.ie ahov= L.Li:t:-; i-:,DD(,\1;rr 1:.r l:c .,r,ii;ari;i.i._.,ii,, l,.r .ire
' 'interests 

of the Kenyan Goo"rnrr-rl anr-j itar; ...:11_f:.,;qi i1:. t,tldertake_a Feasibilihr sr,,. i,. i-...r...,:
nc cost to Mol 

sibililv -<tuciy incluai,q preiii,inar.i ,i..r,r-'i ,;, -,1-;i.;.,i,;, ,l;l;,.;J, 
":

i{t')Vg1p.1EpEFCRE.ti.repaitiesitei.etoag[el-at[1iir;.1;3

I. THE STi-'EY

SSSEloLlie,Slull{. Th+ CI?BC si__alt r! rir..:i.-;fi5 ilre ii:r,.,,, ,:.st'tdies as it may r;aern ncr:essai_yr) crr ilre ,.u";i,,j,,;,,;;;;,;, .,;'.,,::;,t1,:t:],;.;l;;ktO'11 15a scr-)lie of ihe Sf.rrrty.,riit'tr*..rru,,,.,,,.., 
i.r;11i i..iqt:..,,i r,r !..i:cons;der the technical dsiaiii cf tire pr,:jcci. ;lr-: iii-ra:rr i.,,, 1.,,1,,i,..,; ,..].,; , ,l ,. ;_, ,:;.:;,::byrnd-rich the'Fr-cject shall be imptementect- l.ao ii,,.t":iralf i;1,1;1 1,1r. r_:it i;,)l r;e ii,,,,,r,_, ,o_

,

'l
t

I
I
I
I

I
I
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the assessment of the financial, legal arrr: ilir:ri'li:iaf 1,,i.1j1!:;i,7 r,i'iir,.r..i,:,i,-,.i. irr;:rrrrii:.re
technical feasibiiity and cost esr.intate:r fakirr,; !niir r..r-,-:jil..r::;i:.n,,.-, r,-.,,,,i..,n<.rric.;ri
related fina n cia I institutions a ncl/o,. CR B(-j

Preliminan{ lnlormatiorr-within rhirt-v day:; (.J0) frr;rrr ;i1q qv6r-;rrii.,,,f,,,,,= r:Jrr?:r,i;1irl,.irrl,
CRBC shall provide MOI with a list oi rer.:rtircru.,:riis willr rr.,st,..,.i irl ir1frl1;:;.1f1,,:.,,.1ri,-i.r
CRBC would lil(e Ir/OT to suppiy (the',1_ist") fi_ir ilrc sirr:jr,,.,..,.iii;in llr:ri,,,(.1(,i rilyy: [;111n
receipt of tho list, MOf shail fui'trish CRBtI vriih Iirp iirior;;u.rii.rr 1:;r;1;q3f.,3 1 ;ry r:llpil
provided such infomtation is available to ir/C;T.

-'-Presentation of the Str-idy. As socn as practirabi+ aitrr errar.rrlir.r;r r.i iiris frie6r.rra,rrtrrrri,
CRBC shall organize and appoini a team o[ e.)(irert3 1,-- 111i6^i1,"1,,r lire..iirrrl..; 1-,,. r]L-EIC
shall present the Study to MCT vlithin 5 nronii-rs frr:,r;r tire rJatr= r:f ii;ii. I\:l^rno;-;:rrrl; ::_r.i

Iiesei vaiiuri- i-i re jviu i shaii not be bouncl rryhatsr-rewe,r- t-ry iiie rcrtrl:; a,.,i,.i rl:)p,.:)! i-.ic, cf lire
stucly, The [VlC]T reserves the rigitt to evaiuate, s{,'1,i,r, 6r;1;i1:r. itrj.:rt,. a.l3;..ri =,rrjrcr,riilizethe studv for its own ptlrposes anci trses wilirr.:r ii nn,/ Iiairiliiy i;l1a[361511.,,,1, prnvirJ --c;
ho"nrever tlrat the tVOl- shall not permit I,ire t:o.lterri-. ,r,' in;r,;,rlaii,.iri r,,,rr^ii:^{i ;:1 llla .--i:1q{y
or any rele\rant rjocumettis awlior in[ormaiiott rii(r.tlrit;cil irir g1,= :.i;,ri,,, ii,,.ir;j]irrr; ;:tiv.
ittformatton disclosecl by cRBC to the l\ilor. lrr Lra rJls<;ioeerl io n; oitr;,;-,.vj:e-rr..r.e,-l iir A;r1,
\vay Or fof an.t'LrUrpose luhafsoever l:y aflyOne Olirer lh=n ihe ,eili..:= l:a;s]61 =rro;rl Iirr iliepurpose of enahling CREIC tc puisue antl iriiplerir<.;rt I.l;..n p;,.-.,;1rii

Cost of the_SlUgLAll ccsis anij expenses to r-rnrJeitake an(J r-:.mi.rl€i;-7 ii 1s lii11r.l,, sirall t_re
for the scle acccunt of C.RBC, pi-ovide.J that anV rel=.yant i:ii;:,i;r.rali1:;r rr,,i..ir.i-r l:i irr. ilrb
possessior-r of tlle Mor or r,ihich can be ottain=ri l:,r tire tr,,l(rT yrill.;;;rri r;r)s[ in ir :i:;:ir l:e
provided to CRSC lry the fuiOT.free of the cost at.rrJ cirarr-Jer t.!\ !. .r.t-.( .

- The Term of Refei'ence oithe study shari be prepai-c,i i;v crrfrr-: i;: r-:urrsirii=iir.:t \,,.,iIr i,,If.j-.

The Stud:r shall include th-^ Iegar it:-rnricaiicn-c lf iite ir;ri:reii.i:^r,air(iri ci.rila p;,-:ie,:t ii; riqirt
of the exisiing ccntracls, Joint Ventrire Agreeurer:i:. ailrl ih+ iii..=, all-,,1:,,,i il ,^:,;i.,r;,; ..',; .,

of the Project.

aSmplQli-on--aijlgS,lgy After cornpieiion cf ii_re sir.1r,!..;. iiir: rrar;is-r l-,_:eir_r rrril) 6,.r:1.;f5,-;[.consultati3n oil tl'le fes.ult crf the study aiirl e:,:plr:.rre in sor.)s.f i.aiih llrr i:tsriir;iiri,.s r:f ii,epartigg having a meaningful pariicipafion il rir-:r.i=r irrlir; iit:: ir..,1-.,,.; iri ;,r:i g,;(i_:; ;;:r.wiiil ia:i;of Kenya. lf the Study was app,-cvdC by lvlCT, Cl-_lgrl1.";oui,: ,-,,.: tL: 5;,!3;.:g511;i ra,iesiya
(Engineeri'-'1' Pi-ocuie and ccniract), co;::--trirct anti strl:rervi3* Aii l;t4.. arLi:.i-is qf ii;1. rr;1.:1-.-',.-[.

II. THF EFC CONTRACT

]-:,:=,jt::K:approved by MC)I cRBC sha{i r.lirt-iiiir--t.r ;iii,-::,ir,::i i1;q,11 !r_r ,::ii.:r ,1;rr rirep.relrmtnary des!gn of the prciect immediaielr,, v,ti1!., litr: l.il.rll fi-c,i) l."ir.) i

rl'
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a
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fhe design shall include the technical 
"n61 

1.ri-rrr:rii :t:iili,::i-. tai i;:^: i''r
and cortditinns of the EPC Ccntraut a[ter i;trnsr.ritatiorr v,,iiir t.4r r I fi::..t 

:-: ,.'.nl; j',: l?i'rns

After the completion and agreement oi clesir-;n irr:iir IVl,.'ll.arrrl r.:iii i,'.. irJrii; 1;::1tia:t sirall
appoint theii- own conrmittee to start tlre ner-trriialinrr iit,r;:crli,ri,riu:.rn llro,:rrrrr1r1c6gi;l

An EPC commercial contlact for ttre Proje,-:t.,^rili tra tlirt.T sir-iir,.rl i,r,. l:qiir f?iii.:c

III. FI'IIANGIE{G OF THE PROJECT

Alterthe signing of thr: ctlmmercial contraet o{ llre Projer;[. Cnil,; cl;ail iiv iir,lr;.:1 tc) irlok
for the soLrrces for tlre firnding o{ the project.

The fallowing h,vc.r way-s may tak-- the fr.uro/icait to e..{ecrtte lii.: f .:}rirlrerr;i;;l ,..,,i1ir.,:r:i.::[iet-

the agreement betuleen Kenya Govei-ililenI and (-]Fllf a i,r esi;l:iisir i tir!.-.r

(corrcessroning) arrd/or b .llenya Gover.nntent.

The fundinE rescr-ltces may be the follor.tingjs:

a. Direct investrnent from CIiEC; andioi
tJ. Buygr's credit from l(enya Govr=-,;p111_^nt; anCirii

. c- Sellsr's aredit fio.rri CRBC:.and/r:r.
t) - Direct investment from other fi nanciar ilstiir.:tirr-,s: aridr,Gr
e, Other sources irlentified in futu;-e.

M. GENERAL FROVISIQNS

seoarabiiitv: lf aiiy-1-rroiisioii coJrraine.J h.a.ern i= ,.g..fia1q;1 i,:li*.,i;,r- jjci,i ,.jliii-,i.-,i,: or
unenforceable by other parties titat proyisicn =hali irtriii.rriiri iir -;ir,:,ri;., =iraqiiqg,rlp
effectivilT, validity, legality ancj enforceabilitv r:f i-.-.;-n?iil.Jer lrrr..r:l I ir;r a6,raq;t;re !1q;sfi_1rr;.r
and this Memorandum shall be read and cr_rrislrr.rai-i ai-,,J i;Lr,:ffn1.{ ir.rr.::il ,,11r.11i... 

"n,1pLlrposes as ii'ti:at provision w€re rtet colttairrer-l trerein. ., . i.,.

EgIUfEI_Eeffgf,:!. This t/lenroranch;m shall ba ::ilbjasi [q; i-1,;ri;*3 i.:vieyr ir.
goYernrnent iitstit,-rticns in iienya and (-=hina. rf srrr.:lr r,;uisr1; !.r rla. ;iir,.i u.;r:6a?:=:{

Ir:riifi€r]l

IN.VVITNESS WHEREOF, i.iie Lrarties herst,i -sei tiielr lran,i ,;i ii i.. riql+ ;r;:ii pl;r:*-. firgi
abol,e lvriilen.



Ministry of Transport

Bt

Hon.Amb

l{iri:l:' T

irau Ali Murakwere. FC lLT, EG H, MFl.'
ransport

't

BiIt
!.

\/'ii
.l'\ {

\,.i
I

t. rt.J ['el
i

l.leilera

1i).t(-,liirlr I in.tr l ::;:rl f lri.J. ie i-..i ltrtrqtion

I i,llarrarje:'

China [?rrarl ?rrr;l firj1Js,. (.nrir iltenya)

,\ [\
t
r,



a

AruruffiH gg





:i
4t[. f),/il,€K {{

it
'i
i1
.:1.

il
i1

U

i1
:,1

'l

n
il

rl

,{
,45

t-,:4.1l

,1

1 .- THE ftf,OMBASA TG KAMPALA AND KISUMU

STANDARD GAUGE RAILWAY DEVELOPTfi ETqT

PROJEET 
-

DUEDItBGENGEREPORToNCHIhxA
ERIDGE CORPCIRATHCIN

ffiosm AND

sil
'J

I
)

il
j

il --..r
::.1 !::_r-l
i.l .._ 2

i i::_. <l
.--1 i.:rii
;t
i,

NGVEMtsER ?.O1Z

,i

I

,]

',1
ll

lt

',1

:,1

;.{

.E

:it

al

a
i3
li
L!

ii
:,1

=lil

I

I
l
i
t
t

g
::.1

i.1
!:l
.:



, , ':,\,:

: :.;\
';l$jt

t:ti#

t-.:... 1..
t 

r.,,r-)

{ "O BACKGT{OUT{D

l-he Government of Kenya has identified transport as the critical
enabler for the delivery of Vision 2030, which aims to make Kenya a
middle income country by the year 2030- ln line with this, the
Government through the Ministry of Transport is focusing on
developing and improving the transport sector as a key driver to
economlc development- The railway sub-sectcr, iryhich has been
underper-forming over ihe years, is in urgent need of revamping to
erisure it plays its rightful role. in the economic and social
oevelopment of the Country and the Region

-Ihe current railway system in Kenya linked to Uganda vuas developed
over 100 ,7ears aqo and now has :crior-rs limitatloris irr ier-ms cf
technology and capacity. Regarding capacity, the current railway
handled only 1.6 million tonnes in 2011 cornpared to [Vicmbasa Port
throughput of 20 million tonnes the same year at a growth rate oi 6%.
The balance of the traffic was therefore handled by the more
expensive road transport. The current railway system wilt therefore
not achieve_ the $evetgnmelJ a:pir?ilo"::j.y:rn 

?03?_

Under the auspices of the East African Cornmunity, the East African
Railway master Plan for the standard gauge railway networl< has
been prepared and varibus standard gauge raifway networks are
conternplated- :li

On 28th October, 2008, the !-{- E fr/iwai Kibaki the President of the
Republic of Kenya and H- E. Yoweri Kaguta Museveni the President
of the Republic of Uganda issued a communique at the State liouse
Nairobi that a-new-high capacity siancarci Gauge Raiiway be.buiit.
linking the port of Mombasa to Kampala with a branch line to Kisumu
and Pal<wach (the Railway)-

ln order to action the communique, the Cabinet, on Sd Augus\ 2A12,
approved the development of a new standard gauge railway linking
IVlombasa to Malaba with a branch line to Kisumu. The cabinet
directed that the railway be developed through a Government -to-: Government arrangernent supported by Government Budget and a
Railway Development Fund. The cabinet also directed that the
Government signs a bilateral Agreement with the Government of the
Republic of uganda for joint development of the rairway and
subsequent seamless operation. The Ministers responsible for

rl/
/l=./Ir\?'l
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transpoit in Kenya and Uganda have since signed the Bi-lateral
Agreement.

2"0 ThIE fuiOMBASA TO MALABfuKISUMI.J ST'ANDARD GAI.'GE
RAELWAY DEVELOPMENT

The development of the Railway will involve the construction and
suLrsequent operation of approximately -X,250 kilometres of standard
gauge railway behrueen firlombasa and filalaba and Kisumu. The
projeci development will be split up the development of the Railway
into hruo phases (Phase 1 - il/lombasa to Nairobi; Phase 2 Nairobi to

On 12h August 2009, the Governrnent signed a Memorandum of
Unc1erstanding with China Road and Bridge Corporation (a state
owned corporation) for the Feasibility Study and Preliminary Design
of Phase 1 (ti/lombasa to Nairobri section). The Report was submitted
to the Government in January 2012 and following discussions
beiween Kenya Railways and China Road and Bridge Corporation,
Kenya Railways approved the Feasibility Study and Freliminary
desigil Report on 26h June,2012

Following the approval of the Feasibility Study and Preliminary
Design, Kenya Railways and China Road and Bridge Corporation
negotiated commercial turnkey contracts for eiGt Works and for the
Supply and Installation of Facilities, Locomotives and Rolling Stock.
The contracts were then approved by the Ministry of Transport and
the Attorney General's Office and subsequently signed by Kenya
Railways and China Road and Bridge Corporation on, 1lth.July, 2030
for the Civil -Works and 4E October, 2O12 -for the Facilities,
Locomotives and Rolling Stock. The commercial contracts are
prerequisite to the negotiations for identifying funding for the project
from The People's Ftepublic of China and will become effective only
after executing the Financial Agreement.

3"0 D[.'E DNLIGENCtr CIN CHUNA ROAD AND BR.IEGE CORPORATIOEU
(cREc)

Fcllowing the signing of the commercial contracts, it became
necessary to ascertain the technical, financial and leEal capa.city of
CRBC to undertake the implementation of the project. The
Government therefore sent a delegation to China from 27th October to

..r)_,1-
fir
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4AJ.I

5th November, 2012 to undertake due diligence on CRBC- The

Delegation took auvantage of the visit to china to discuss with EXIM

Banliof China the detailJand conditions for funding of the project-

Composltion of the DeleEation

,-:'lri

/_-

3.2 eities Vislted

The due diligence process took-the Delegation to Beijing, Nanjing and

Chengdu as illustrated in the map below'
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3.3 CIhjectives of t[-re due dillgence

i) confirm china Roacl and Bridge corporation technical,

financial and rnanageriat/hLrman resotlrce bapacity to deliver

f,:,IfliT.? [tffiL"o Bridse corporation nominated partners

for the Raitway Prolect developmbnt and confirm their capacity

to deliver suppofiing facllities for the project

Experienc" Cnin*sL technology in design and functionality of

raiiway infrastructure and support facilities to be applied to

Mornbasa - Malaba/Kisumu RailwaY

Confirm with China EXIM Bank that China Road and Bridge-, .*
Corporation meets the Exln/l Bank criteria for the Bank to

supporl projects being undertaken by CRBC-

ii)

ii i)

iv)

.i:i

ila-,s
t:=.:^iv

t
t.

3.4 ftfietllodology of the Due Di[ugerlce

TheDelegationadoptedthefollowingmethodology:

i) Site visits to:r--

' CRBC Headquarters
o Construction sites of ongoing projects being undertaken

by CRBC - description of the project 1i,r

cn Equipment manufacturing facilities v

" EXltul tsank

ii) Gaining exPerience on:

'-; 
Chinese iaitway operationS, management and tecfiiiol ogy

iii) Review CRBC document including:

o Financial Statements - 2009 to 2011 (Ammex [)

" project 6irofiles (on conrpleted and ongoing projects)

(Ammex [l]
Kenya lylombasa to Nairobi Railway project Construction.

Plan (AreneN [[t]

i: .'h
i i \i.rj
li

ii
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4.S DUE DXLIGEhXGE PROCESS

4.'t VIsEt to GRBC F{eadquarters

CRBC is a Governrnent institution of the People's Bepublic of China.

The Corporation is registered by the State Adnrinsstration fon

lr-ldustry and Conirnerce simce Sth December, 2005; negistnatlon
No. tr 0000010039S6" The registered address is CBB Andingmenwai
Road Dongcheng District Da.iie Zhoungtu Plaza Beijing. The findings

by the Delegation regarding the status of CRBC are listed below-

CRBC is a large scale state-owned foreign trade and economic
corporation enterprise that focuses on construction of roads,

.\rri\arra\ /1{\at I \'r1-\I\r Il-rr!L.tvrLI i/l!I._i('!f Ir,.rttru
!L!r{vvqyJ, c.Iiiyvliu i2i,u vii rul \ruliJf vrL.rlrruuiiuvirru

The Corporation serves as a window and a platforrn for the

oversea.S operations of China Communications Constructlon
Company [-imited
CRBC has established relevant branches in 40 countries
globally
The Corporation has under:taken several large- r3ill4rqy, ," ,

developmeni projects in China including Beiiing - Shanghai
High Speed Railway, Harbin - Dalian passenger dedicated line,

Guangkun rnixed traific railway among others;
CRBC is a reputable company with natiofipl and international
recognition for the delivery of infrastructure'ptojects
CRBC has the techer-licafl, flnamclafi and rnamageriafl10tuunam

resource capacity to deliverthe Ftrailway Project

The -l-he Gcl;ernr-nent of Ke_n)fa may the_i'efore enlqr jnio oiscriss!ons
with CRBC for the development of tl-re flfionrbasa to l\airobi siandard
gauge railway

4"2 V[s[t to CREC comstnuctuom sntes aurd worksfitops fon F{amj[ng *
Amqrng Iuitencity RaiE pnogect

CRBC are undertaking major railway Infrastructure development in

this area- The Delegation vislted the Project Headquaders where the
engineer in-charge described the work in progress. The details of the
work a.s well as staffing organisation are shown in Attachment 1. The
Delegation visjted three sites. The Works in progress at each site
were as follows:

o

o
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Site 'fl: Work in progress building-a four track railway bridge in
situ across a river

S[te 2: Work in progress building viaduct pillars in situ

Workshop dedicated for manufacturing steel reinforced

girders of various sizes; the work in progress was for the

manufacture of 90 tonnes 32 metres iong girders, which

would be subsequentty transported by road and rail to the

installation sites.

Site 3:

The visits confirmed CRBC capacity to undertake the construction of

the l\4ombasa - Nairobi standard gauge railway, which will have at

least 29 kilometres of the route on viaducts. The visit to the

construction sites and the workshop also demonsi[ated CRBC

capacity in'the following areas:

" h/lanagement of. construction sites and workshops
6 Use of modern technotogy for the design and manufacture of

high capacity girders

" Access to hrgh technology equipment for handling, transporting
-and installing girders and capacity to build railway bridEes

a Training: At each construction sitA and the workshop the

Delegaiion saw facilities for site training tasi well as young

trainees. lt was clear to the Deiegation that the cornpany takes
training seriouslY

At the cornpany headquafiers the Delegation had earlier been shown

wall displays of--a- variety of infrastructure development projects -

(including building of railways) already completed by the compa.ny as

welt as a wide range of machinery that was employed- The

Delegation was able to conflrm at the three sites CRBC technical and

managerial capacity to undertake rallway construction-
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Frorur trracfi.ts iratflway briolge enecl< ulmden cosnstrr-,etion im satu hy

CRBE

lRenmfonced steel hnmdfimg fon fat:n'ficatnrng gnnden rn'l the bvonkshnelp
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4-5 visit to Equipment n'lanufacturing facilities (csR, ziyang
[-ocornotives lHanufacturing Gon'lpany]

The Delegation visited CSR Ziyang Locormotfu'es Evtranufacturlng

company in chengdu. The facitity management made a brief

presentation ciescribing the facility and its products following which

there was discussion to enable the Delegatiorr undci-stand the

relevance of the products to the ftitcmbasa - t"lairobi standard gauge

railway project.

Surmmary of the pnesemtatiqm and subsequent discusslosrs

Procl.rciion capacit.V = 500 ciie;sel and electric locornotives per

year; actual production depencis otl orcjes ieusivetj'

Locomotives range from metre gauge to broad gauge and from

heavy haul to passenger and shuntipg Iocornotives

A major locomotives manufacturer in China

Has exported locomoiives io Turkrnenistatt, Viet Nam, Sudan,

Australia, Brazil and Kazakhstan
Hai developed home grown dieset powered AC-DC-AC

locomotive technologY
[\flanufacturer of locomotives components such as crankshafts,

connecting rods, camshafts, gears, hydraulic transmissions and

pistons for export to Europe, lndia and America;,1

IVlanufacturer of Tunnel Boring machines for' domestic and

export market
Cne of the standard locomotives manufactured by the company

is Type: DFBB a 3680 i.(w locomotive similar to tfte. one

speiiiieO for the Mombasd - Nairobi stanciarci gauge raiiway

iieight haulage- The locomotive has been developed in China

along with its engine and electrical transmission anci has

proven technology dating bac[< to 1998

The company has manufactured and delivered metre gauge

push-pull'Diasel Mlultiple Units (DMUs) of formation IVI+13T+M

to Vietnam and Malaysia. KR is interested in similar units for

the Nairobi Commuter Rail servlce
The Company confirmed they will be working in partnership

with CRBC to deliver locomotives for the project. The list of

equipment suppliers submitted to Kenya Railvuays by CRBC

includes CSR Ziyang Locornotives .firlanufacturing Company as

the supplier of locomotives and freight wagons-

,i::-i,,'

.','::J

6

e

..1'-,

,!b,r'

Fige 9 of 19

*'.,Ni"
i\

L/tT!



.)

ril
11

,,
:J

q.
t,rl
!l

:..1

t,l

l

;l
t1l

i1
rl
r')

rl
I:l
I
J

I

I

I

I

I

.i

I
I

I

II
i'l

I
'-)

ii
it
i,l

E

I

{:i
1

:l

3

i

I

.1

rl

:
I
II
:i
I
I

t
-t
.j
I
1
,i
,1

:l
l
I
I

,1

.,t

:J

I
.t
-1

.1

:il

l

i'

.t
'-t
ic
irl

.t,il
:'jt
,t
:l
;:l
,:l

,1

.l:l
ritl
:tij
:.)

;{

i1
il

,:i.
tii
i.i
:::
::2-,.,:i

..,!

.

l

:.-j.i
il

,:1

:

I

i

I
I

i

I

ti

,i

EFEE 3680kw (= 5,000 l{P} n"lairrline flocormotive - siri'lilar to
those proposed toi hfiombasa - Nainobi stamdard EaLrge railway

"'i::iili1l-+t':Gj

iai. ,.,,

f.:-i
{.:-,_+,J
t:--r''

,.'.t':l :L
:v'

ll=/!tPitt

Page 10 of 19

N.'v At ./}+



frJI+,13T.+fiJ1 metre gauEe push-ptlll DMU for vietnam KR Is

cons[der;ng operuii*g nrulUs foi Nairobi eonritluter Rall proiect
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Tour of the facElltY and findings

The Delegation toured the locomotives manufacluring.facility and

confirmed the firm's capacity to manufactufd i? and assernble

Iocomotives. ln padicular-the Delegation confirmed the firm's capacity

to manufacture the sensitive pafts of locomotive engines including:

crankshafts, connocting ' rods,- camshafts,,. gT':, 
.hydraulic

transmissiotls, e.ngine biocks- qnd pistols, The Delegaticn saw

ex[ensive quality contioi machinei supporting the manufactuie of the

pafts. The Delegation toot< pafiicular interest in equipment said to

cost [JS$ 1B milh-on, which is used fqr measuring machining

tolerances of those sensitive engine parts. To sustain the condition of

the equipment, it is housed in a room whose temperature, humidity

and air quality are strictly controlled- Other production [ines observed

included:

Wheels production and assemblY
Bogies machining and assemblY

Engines assenrblY
Complete locomotives assembly and testing

a/i/

fiy
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3.5 Galnii]g experience ir"l chEmese railway operatiogts, m]amagennent

and technotrogY

Traim ride Beijing to F''traniing

CRBC participated in building the Beijinq. Sllnghai high speed line

by building 157 kilometre= oi th. track. The delegation has a ride on

lhis line betriveen Beijing and Nanjing ';qorile 1,160 kilometres' The

journey took 4 hours and 15 minutes'

The Deleg ation made the following observations:

The ride was comfortable and clespite an average speed of 300

I<m/hr(maximumspeedachievedwas3l0km/hr),the
pressurised interior of the coaches rernained quiet without the

rnotion noise inter{ering overly with any level of voice

cornmunication-
The train was well patronised with all the 1,060 seats taken

confirming that the operations were meeting passengers'

The tine is almost entirely suspended on viaducts to achieve

the stringent graclients and curvatures (2% and 7000 metres

respectivelY).
The raitway bridge across the Yangrtze Rivd,r,ls a particularly

imposing structure and an engineering masterplece.

vEstt tar Eeljimg Railway station Gemtrallzed T'raffic Gorntrot (GTC)
-,- : ;

This facility located next to Beijing,south Railway station is the'neryq

centre for controtling trains into and out of the station- The Delegation

was told that the iacility despatches and receives more than 350

trains dajty ancl because of the large number, the op.eration is

completeiy automated with minimal human intervention- The

Delegation confirmed the automation in the control room, where

hardt-y five technicians were in the room controlling that large number

oftrhins.Allthelnformationanddataarecollectedoneachtrainvia
GSI\IR in real time and processed in the equipment (housed behind

the control room) to facilitate:

Trains desPatch
Power disPatch
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CS:R. Z[yamg LocormotEves e orrllparny has the capaciiy and

technology to manufacture and support exporled locomotives. The

Delegation learnt that the company wili partner with CRBC to
manr,rfacture and deliver the locomotives specified in the Comnrercial
Coniract for the supply and !nstallation of Facilities, Locomotives and

rolling stock.

iDefiegatfiom Enspec{rnrng a hngh ean:acuty emgnme enaraE<shaft hetmg

nr;amLsfactured at the (}SR Ziyamg fi:ocorTnotsves rmarlniflactunlrag
p[aant

,f) /tr \'/;^;i+ i.^ lfiV0Rn lr'r"',^Ir ,*iF //-Il-r;' -,.>-i? V U5[r !-{.-! lr-,/\lnuu [Jcnltrr VU \ruUtdUoJ

llelegation confirrned that EXIVI Bank:

["ias previousfy supporled CHBC to under-take lnfrastructure
development tocally and overseas Including the ongoing
construction of the Southern tsypass In [\airobi.
Will continue supporting CRBC infrastructure projects on
request and subject to EXilM tsank terms and conditions.
ls willlng to support CRBC for ihe !\flonrbasa - Nairobi standard
gauge railway project subject to EXIM - tsank terrns and
conditions.
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e Signal dispatch
s Passing over information to maintenance and rescue staff

The Delegation was told that the equipment and software have been

developed in China and tha.t arising from continuous improvement its
retiability has been up-scaled to near perfection. The Delegation was
also totd that a sirnilar facility would be installed for the operations in
the proposed Nflombasa Nairobi standard gauge railway with

adequate_ spare capacity to accommodate future extension of the
railway to'l\[alaba, Kisumu and Kampata.

Visnt to Beijlmg South Raifiway Statiora
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Built in 2008, lhis is probably the most modern and largest railway
station in the Wortd- The station is built entirely of steel siructures and
glass on the sides and the roof, which allows in naturat light during
the day- Passengers handling facilities are on tirst floor and the
platforms on ground floor- The design is modetled in the likeness of n:

an alrport with similar arrangements for ticketing and screening of
passengers. The station is well patronised as seen in the picture .

below-

Beljimg Soutftr Rallway StatEorn first f[oon: mote ttre steefl structune,
Elass skytrlme amd passenEers queuing for tucketing and securrlty
check. ..;ol
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tseijin-lg sourEr Raiiway station Gt'oulrld floor: note fhe ptatfornns and

the hngh speed trains arld t[-le staincase leaoirig to the undengnouncl

rnetno

"!-/

\fEsEt to Benjimg fnerghat rmanshalEimE yandj 
,]

Th e De legation was taken th rou g h ih e gerre ra],layo ut.i,.?.nd':l: rational

features of the yarci from a scate model. The Yard is"dividedJnto two

sections _ up and DOWN with the space between the tuvo occupied

by marntenance facilitibs for Iocomotives, freight \'vagons, and

infrastructure including track and signalling. The main features of the
\,-,J rr^ j,,llr., ,:,,innr:rtG,i tjUIJIF ma,t-st-rarlling faciliiies in each
YafLl aiu tllu lL-llly clt-2t\-/trt(-i!vu -' - J

section with comnineo capacity to rnarshal 350 trains per day irom

25,0C0 freight wagons movements. The Delegation later truitnessed

Iive operations a.t"the UP-yard and appreciated and sarnpled the

effectiveness of the faciliry. lt was noteci that the facility has enhanced

boih labour and equipment productivity w'ith the operations requiring

only one shunting locomotive and three attendants locomotive

ciriver, wagons selparation attendant and the -cupervisor monitorinE

The Delegation notecj the technical details of freight wagons in use'

The wagons were four (4) wheelers (bogie wagons) of gross weight

io0 tonies (axle toad 25 tonnes), tare weight between i9 and 23'5

\-! ..i
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tonnes and net load carrying capacity between 76.5 and tonnes 81.

Sinritar wagons will be available for operation in the fiflonrbasa -
Nairobi section and will satisfy Kenya Railways specification of a high

capacity railway intended to reduce the cost of iransportation. The
technical details of the fuel tank wagons were of pafiicular interest
registering a carrying capacity of 78,500 litres. Existing KR tank
wagons carry on average 36,000 litres. The wagons will be suitable
for cost effective transportation of crude and refined products within
the region. KR and UR discusslng harmonisation of standards for the
raiiway between liflombasa and Kampala and vuill be providing
specifications for specialised wagons suitable for transporiing high

viscosity crude oil from the region.

The Delegation confirmed Chinese railway operations, management
ancj technology to be suitable for apptication to proposed fiflombasa -
Nairobi standard gauge railway-

5"0 Docurt-lemts neview

The delegation received the following documents from CRBC:

Report of Auditors for three (3) years = 2009 - 2011
Railway projects profite
ilflombasa to Nairobi Railway project Construction PIan-'i{
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5.f Report om Fimancia[ capactty

The Delegation reviewed four yeaf audited financial statements for
CRBC to establish the entity's financial capability to undertake the
projeit and made the following observationS:

ln the four years reviewed; 2008, 2009,2010 and 2011, the
company received unqualified opinion from its auditors'on its
financial statements;
The annual sales turnover was a minimum of US$ 1-6 Billion
and an average of US$ 1.9 Billion for the four years;
The profit margin showed an upward trend from 5% (2008) to
10% (201 1);

The company's asset base grew from US$ l.4Billion (2008) to
US$ 2-TBillion (2011) with return on assets growing from 4%

Fage 16 ot'19
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uTheCompany,SCurrentratiostoodatlrneaningitwasableto
financeitscurrentliabititiesfromcurrentoperaiions;

, owners, equity grew from us$ i.5 Billion (20c8) to. US$ 3'6

Blllion (201i) maintaining a debvequity ratio of below 17%'

ReportoftheAuditors(2009- 2011)isattachedasAg.ec1exI

FromthetoregoingweCanConctudethatCRBChastherequired
financial capability to undertake the fu{omLrasa to Nairobi standa'rd

gauge railway project'

5.2 CR.BC rainway pnojects profifie

Tr-^ r\^rr-r\^r,\, ir.rq'iicir:ai iririlii:c-'ti ccinl:!cI:d i-i'ilway lelatec pi'oiects-
I I iU Uvi t tYut ti I rqJ ;'v.J - '

cornptete with certified copy of l\otiflcation of Award' Below is a brief

descriptipn of three of the proiects:

.Beilig]g_Sl-uamgtaaE[-[igBnSree{jdailwaypnoject*speed=
350 Km/hr, total length-= 163.787 kilometres, total lengih of

viaducts - 12g-052 kiiometres, total length of bridges = 23-301

' kilornetres, comPleted in 20-tr 1-

, [-{arbln _ Daran Fligh speed H.airway trro.fiect - speed = 350

Km/hr,lengthatlocated-345.645Krtometres,totallengthof
bridges, viaducts and culverts = 292,4 Knira to be completed

December 2012- 
--8-^., E-ilrneorr >ted traffic- .o Guiyamg Guamgzhou RaEEway Fnoject ml

,rir,,iay,-rpeed 200 im/hr for passenger trains, Iength allocaied

= 62.637 l<m, tunn*iting - 47 _723 km, bridges, viaducts and

.*i'i^-,tJ = i i i itometres]to be cornpleted october' 2otr2'

-i-heprojectprofllesdemonstrateCRBCcapabilitytodelivercivil

works for railwaY Projects-

Raitway Project Profite is attached as Amnex [[

5.3 flflomnhasa -- P,{afinohl R.aiffway project Col.nstnutctgorx F[am

The submission includes:

@ The work PIan
Project rnanagernent structure

(

t.i'sN
^l:=,,,P ,

it

iE:+l .
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a Electricity transmission and Communications erection and
testing equipment
ft/ethodology to deliver the projects including. Gantt Charts for
the project detivery period (covering 2014 to 2018)

Provision for safety and quality assurance measures

Civil works construction, transporlation and erection and testing
equipnrent

This submission demonstrates CRBC preparedness to undertake the
job as well as availabitity of adequate nranagerial and technical
capacity.

Kenya Nflombasa to Nairobi Railway project Construction Plan is

attached as Annex BBI
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i) Following the review of the documents, the Delegation is
satisfied that CRBC has the legal standing to enter into a
contract for the detivery of the l\flombasa - Nairobt standard
gauge railway-

ii) From the submitted financial Accounts, the Delegation is
satisfied that CRBC Is not insolvent; is a goi1--]g concern; has a
respectable asset base and therefore has fin&tlcial capacity to
undertake the project.

iii) F-{aving visited ongoing project sites and reviewed submissions
on Project Profiles and ililombasa - Nairobi Railway Project
Gonstruction Plan, the Detegation is satisfied that CHBC nas
the necessary technical Capacity to deliver the project :

iv) Following the visit to EXlhl Banl<, the Delegation is satisfied that
CRBC has a good business relationship with the China EXIM
Bank and that The EXIM bank expressed the willingness to to
support the project.

V "fr R.ecorutnrendatios-ls amd way fonwand

i) CRBC has the capacity to deliver the project; hence the
Government of Kenya and Kenya Railways may enter into
fur1hernegotiationsfortheimpIementationofthepIojeeI.

ii) The construction, delivery'and installation of the standard
gauge railway will be preceded by detailed design and facilities
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and equipment speciflcations. To ensure the best stanciards of

quality and best practices it Is recommencied that the

Govemment of Kenya and Kenya Railways procure an

independent project supervlsor (Ctieni's Englneer) to approve

the 
'detatled 

designs, bills of quantlties, spegifications,

technology to be applled and eventually supervise the worts

and trssuance of certiflcates for afl works-

r'ii\
-:::'-:':;

&,. LIst of Annexes

g. Signatures

",.frii,,'_+:-y

,J{t

&i;ii:-:-l, ]l4ii)
--<r<

Signature

.. -:.-)

Jt

Mlq

Annex
R ort of the Audttors - 2011

ll

III
l1r,ni;-= i.ilnrn -r2.i? i+ l.'lait,;i.iii ier:J u ;r.u.,;-4'u!

CCtSPr Ies dcom eted an oonrofiect
-Ji,

Constructlon Plan

DesignationName
Managing Director - KenYa
Railways (Leader of the
De ation

Mr. Nduva Muli

or Assistant Dtrector
Supplles Chaln
Management - tulinistry of
Trans ft

Ms. Teresa lcharia

Senlor Economist --
Ministry of Finance

Mr. F-obert.lulius
Wanyondu Gatonga

General Manager (Flnance)

- Kenya RatlwaysMr. Alfred Matheka

ICT Manager - KenYa
RailwaysMs- Marianne KitanY

Project Manager (SGR &
CS) - Kenya RailwaysEng. Solomon Ouna
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Ref. No. ....Agl-c_A.N f /...1411s3 V
and date

Dr. Cyrus Njiru, phD
Permqnent Secre tory
Minisiry of Tronspori
NAIROBT

T}G SOLICITOR.GENERAL 
.

Ti{E STAXELAW OFFICE

Itlg!\rEY_ GENERAT s CHAIY{B ERsP.O. BOX 40112_00r00
NANiOBI,IGNYA

"'4th. Ju;y.201.2.........-... ... 20 ......-...

r 1.: /. -.-:

I

ol. Vll (22)

CBS

Deor

RE: DRAFT COJVIMERCIAL CONT
fuTALABAIKISUMU STANDARD

RACT Fop., DEVET9PJNG THE &{oMBAsA --GAUGE RATLWAY FHASE ,, f*XoiuAsA _

&N] .YL4

':::)

' --1--\--,/' NAIROBI S ECTION i

J

We refer io the obove motter ondreference n umber MOIiS/g.OOrv; 17,ra.ri'.tter 
doted 28rh June 2012 under

We l-rove siudiedihe droft Commer.ciol Contro., O:yu^.AfenVo Roilwcyscorpororion ond chino nooJ 
""'i e.ids";;;:"riln 

tcRBcJ. toserher w.ith
ori rhe onnexures oncr oppenJi.", thJreto;;;;;.below preoie find our
COmmentS:- ':ttutsr(.'' ullC nel 

,,
l. The controcf between the .two porties is bqr_* on Condiiions ofconiroci t",.,,t.ta turnkey'rlo;ecrs fuoiirr."o iy Frorc o, or"ioed bythe pqrries * is prurr,n-Jo irr'"*h; p;;";iluu 

Iyrrv nugorioied ond:3:i:1":[3ifl:?:1,.m:l*;hsil],1.,;,, rhe sops in o,, ihe

2' The dote of rhe credit 0greemeT,?"fugrn ihe Government of Kenyoqnd the Export - Impori E.;I of.chino ,r-..rri ie inoicqieci. os ihis is qcondition prececreni to ihe coming i"i. 
"rr"fi lr l,o conti-qct.

3' The exemption of 
.Emproyer from vorue Added Tox in respeci io theproposed conirqct or'r.i out'in s..li"" a'Ir.,"Irro be confirmed qs it is

subject. to prioi-opprovol by the Ministry of Finonce.
4' The Formoi for Advonced povment Guorontee (co'toined in Appendix

l"*::ction 
6i should i"oiJt" tr-,"it"#;;il.';"re row qs rhe row or

,i

tl

:

:

l

.: )\--/



..r

. ."'t' : i ---

_ _t.t.'_ : '_'. '-:.
:a ': -'. ..

5. The sp'eciiic requiremeni for. this controct is for o ,stondord 
. 
gouge'

roilwoy line. However, Section p,i ci.n Generol Requirementi'iri 
't-ne

Mojor Technicol Porometers refers to the stondord design os ,Chinese
Roilwoy Design Stondord' Seciion B-2 on the Specificotions olso refers
to 'chinc stoncicrd Specificoiions' while section 8.3 refers to q ,chino
Design Monuol'. These iwo specificotions (,stondord'.ond 'chino,
bosec) should be hormonised for purposes of cloriiy, ond it is
reco,rnmended thot iniernotionol best proctice siondords should be
used.

5. The following documents stipuloted in clouse ? of Section j os being
port of the proposed controci should be inserted:-

i t^Jtr^c. A reTTei- of Acceptcrnce os requlreci uncier seciion 2.

b. The omended Schedule of poyments under section 5.

c. The Preliminory Engineering Sch-eme ond the Non:binding ond Bill
of Quoniities {BOQs) under Section /.

d. Schedules of Supplementory lnformotion required under Section
9.3

7- Complionce with ihe.requiremenii of the Pubiic procutemeni and
Disposol Act should be ensured. r' i';,

8. The Minisiry should confirm ihotLue diligence hqs been conductecl to
ofiirm thof the intended controcior is copoble of implementing this
project.

Sqve foi- the obove concerns, r.ve find the droft ogreement to be in order,
ond you rnoy proceed to finoiise the gomec,_
Yot;rs q-)L<e-d'"/ o'

WANJU !, CBs

i;l:-J
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P.O. Box 30
/il; IL

REAS IJ RY
007-0010c
NAiRCBI

KENYA

FINANCE - T.IAIROBI
Telephone: 2252299
When replyinE piease quote

Ref. No. EAJFA 214l7BlA1

t{.i-. fu1r. Liu Guangyuan
-Am bassad o r

2nd october ZDIZ

P.O. BOX 30308

\ Your Excellency,

FTE. REQU=ST FOR CH .JESE PREFERET.]TIAL tsUYFR CREDIT FOR
THE CONSTRUCTIOI.J OT- CIVIL WCRKS OF MOMBASA TO
iiJAIROBI STANDARD GAUGE RA.ILWA'I PROJECT

As you ate aware,.the Govei-nment of'Kenya is currently implementing the
Vision 2O3O that seeks to transform Kenya into a nriddle income country
providing high quality of life to all its citizens in a clean and secure
environment. The development of infrastructure haq been identified as key
to suppori the realization of the Vision objectives. :

Kenya is a transit hub supporling the neighbouring counti-ies namely;
Uganda, Rwanda, Burundi and the Democratic Republic of Congo. ln', recbgrrition of the above role, lhe Government of Kenlra continues.to invest') heavily in the improvement of Northern Cori-idor Road Network. ln deed,
the section from [t/ombasa to lr/au Summit has been reconstructed to high
standard road net'rvork, and the Gorzetnment is now in the process of
improving the section betuieen lr4au. Summit and Kisumu City under th'e
Northern Corridor Transport lmprovement Project. However, the heavy
investnfent made on the Norlhern Cqrridor and benefits accrued are in
danger since the railway line has been non- functional for some time and

=.,.lh.eqefore.,unable to cope with the current ancj fuiure denraRd-s. , :.:;

The Government of Kren)o recognlzes the importance of safeguarding the
heeyy investment maCe on-the Northern Corridor Road Network, and

*therefore, the need to construct a stanclai'd gauge rallway line frorn the port:of lvlombasa to Iv]alaba town is vital as.it lvill pro..,ide an'alternatjve cheaper
and more economicai mode of transpoil. Dq. to the magnitude of the
project, the Government of Kenya pians to develop Phase 'l Section
stafting fi-or-r^r 'the Port. of i'/ombu=u-to the City of i'lairobi. U;;;.;=

. o.,rm^lali^n *ha.nr-ni^rl r",i!l -!lr, -.^ ;;^^,+^-+ -^i^ t- ^r-^^^LL ''--'tu\rrrll-irELI\rri) U ru fr.l ut-t-r vvili piey ijli iiii,rJUiiailL iOie in SIfe ilgtnenin!

.i{.#!-;{
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cooperall3n;ramong East Afrrcan l\rielun6"r*St'a[6s,];$ piop?otef'-i'nya's

eco'roirric ,.re;o,iment The nr*r;Ee* ,fr*iiai*c'iirr-r,pfoi1e ;tne[cou,try's
iransporiation network through thJ.provision of reliable i'fairT service'both

for freight.and passeng"r traifi.. ft',i= is. a.lso one of the flagship pi-ojects

iJentinJo in the Vision 2030 for implementation.

According to the projectrs feasibility study repori, the cost of implernenting

the project Is US'$ 2,66 billion, ,rno tr'" constructiori period v,rill be forly

eight months on turnkey basis- clearly, this ls not possible frotn the

Governmentjs own resources. rt is for this reason that'the Government of

Kenya n?YY |gqu?S1S.11e .covernment 
of China for a Preferentiai tsuyei_

Credit loan for trrei Cohstiriatl-dn=bT-a Stai-iciaLci'=Gauge"Raiiv''av !.l;re'fi-cm

r.-a-.-.^.h^-c f^. ie-'a Cifrr-nf-N] airohi- . - . - -:
iviOiI Ii;d>.= t'J l: := '-';''i-\-:r-r:1:1 :r ''

^-r ^ \,i r^,rrroci \,1/e prr,-:lr-rsr-l the oioieci's feas!biiity sturJ;l r-eDoiL as

;: i::?; ";;;;"L'rl,.."rn,,.u* oury sigled bv tn3 rllevant parties anr

took forward to your Governm"rt = 
fruorrZUie consideration to the request'{

- - hinlroqt r-r-rns,ici r

Accept, Your txcellency, assurances oI our higl-rest consideration

\

c.c.

r\-Et
You rs \tle-

IJIUTUA KILAKA, CBS, SS

FiNANCIAL SECRETARY
FO R: PERIVIA NENT SECR ETARY/T EASU RY

Pu'blic Service
i.,iairobi

Eng.(Dr) CYrus Njiru, CES

P e rma n e.nt S ecr:eta rY'=-

Ministry of TransPort
N airobi

'Mr. Li Ruogu

No- 30,. Fu Xing Men Nei Sti-eet

Xicheng District
Beijing 1 00031, Ch.ina-

Mr. Francis Kimemia, CBS
permanent secretary/Secretary to the cabinet and Ag' Head of

+.
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i ii!/\l.lLl: - NHit.luiil
Telep hon e: 2252299
V/hen replying please quote

Ref. No. EAJFA 214!7BtO1

H.E- Mr. Llu Guangyuan
Ambassador t"'

Embassy of People's Republic of China
P_O.-BOX 30308
NAIROBI.

i li i- I i.l i ,',, l). i i i r','
l-'.9. uox 3000'2 0010C

}.iAIR.OBI
KtrNYA

1 Oth octo ber, Zo 1Z

YourExceIlency,--|.j.,.,jr::-''i:,,

RE REQUEST FOR CI_]]NESE GOVERNIIIIENT PREFERENTIAL
RUYFR'S CREDIT FOR SUPPLY AND II.]STALLAiEJ';?= TFIEFACILITIES, LOCOMOTIVES AND ROLLING STOCXI FORMOMBASA I-O NAIROBI STANDARD 'GAUGE 

R,A.IIWN'T
P ROJECT

The Government of Kenya rs currently implementing the Vision 2030 that.seeks to transform Kelyl. lnto. g_micrdle'in'come country providing highquality'of life to all its'i11;7"ns'in a clean ,ni ,..rre environment_ Thedevelopment of infrastructure has been jdentifred as key to srppofi ;h;realization of the Vjsicn objectives.

Kenya. is a transit hub supporting the neighbouring countries narnely;
Uganda, Rwanda, Burundi and the Demo.Lil. Republic of cong" i;recognition of the'above'role, the Government of Kenya continues to invest
heavily in the improvement of Northern corridoi-Roai Neiwoik_:;;;;;.;,
the heavy investment made on the Norther"n Corridor and.benefits accruedare in danger since the railway line in its current s'iate i. inlfn.i"nt ,nJiherefore unable to cope with the eurrent and ftrture transport demands.

The Government of Kenya recognizes the importance of safeguarding theheavy investment made on the Northern Corrldor Road.-Neiwork. As youare aware, the Government recentry made un oir,.i;i";;;;est-to theGovernment' of china. fgi-.filapciaL*g,upport to construci 'phase, 1 ofStandard Gauge Railway Line starting from the Port of Mombasa to theCity-"of -Nairobi- The completion of this railway line will improve thecountry's transportation network through the provision of reliable trainservice'both for freight and passenger tiffrc. ihe project will ,f." pfuil"
rmportant role in strengthening cooperation among East African it/ernberstates and oromote Kenva's economic develoomeni.

r

-.,'*,.'. 
. ':.-=.!u



re of tire fiagship oi-oiects icjentified in the Visici: 2030 fcr-

tmplementalron.,

ln view of the Government'S decision to construct a stattdard gauge railway

rin" Ji="riseo above, it has now becoryte impei'ative to also procure

Iocomotives and rolling stocks to complement the new railway line' it is for

this reason that the Governrnent of Kenya now requests the Governrnent

of Chjna for a ?ieferential Buyer's Credii for.the Supply and lnstallation of

the F:acilities, Locomotives and Rolling.stocks for the lMompasa -'Nairobi

-Standard C=rg"Jtrii*ry Line'- The total cost of the project i; 
-US,$

,1 ,1.4A,7?1."0.-Q.=8-,74 fUlftsl-.?},'i"t Dollars One Billion One Hundred Forty

Six lrrillion seven Hundred Nrin-aly cne Tiiousanci'Eight a no cents sevei-riy

r ;., .-.-. a.\. ,_. r --.,-r- .. -...-..-..- - .- -.i iv= riitj]

To support our request we .nclose the projeci's Commerciai Contract duly

.-:-...- - -1 'u.. rL.a .^{^.,-r,rf narJies and }ool< fcna7ard io your Go'lernment's
;1!llt;U Uy Ll ii: rt-t(/rurrL i-"'.''--'

iavourabie consideration to the requesi'

Accept,YourExceliency,aSSUranCesofourhighestconsideratlon

R,,toYours

R\,hU
MUTUA KILAKA; CtsS, SS

N CIAL SECRETARY
PERMA NENT SE CRETARY/T REASURY

FI NA
iT(i R

C.C. ful r--Francis Kimemia,' CBS

Permanent Secretary/ '
Sec'retarY- to the Ca-binet an9

Ag.. Head of Public Se.rvice--'

Nairobi

Edg,'(Dr) CYrus Njiru, CBS

Permanent Secretary
MinistrY of TransPort
Nairobi

Mr- Li Ruogu

:t5

-"-- -==Pi'e

No. 30, Fu Xing Men Nei. Street
Xicheng District
Beiiin.g 10003'1, China'

+



AHruruffiK 3-4





f-H*- f\ l* F E (q@--i=

rcf \$g.qt"
FE

'q)'4 ry
\.. 1,7

/t

I2

MEMOR*ANDUJ\( O F' UND ERSI'AND ING

On

Ke n -y- a N(omlr asa-Nairo bi S tan dard Gauge Railrv ay P ro j ect

' I *I: f.'r --.-- 'v?'*

. Between
t.

The Govern.ment of tlie Republic of Keuya

Represented by -

The National TreasurY

Aqd

The Export-Import Bank of China

r,

Datijd August 19,.2013

nt
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r..,i E M C RAN I} U M O F U ru D E RSTA N D,I i...I G C T'J FJ: i.iAT.I.Ci,i L

SUPPORT FO R MCMBASA_NAIR.OBI STAT'{ DARD GAUGE

RAILWAY PRO]ECT BETV/EEN THE GCllERII'IMENT OF THE

REPUBLIC OF KENYA REPRESETITE? BY THE T{ATIONAL

]-REASURY AND THE EXPOP.T-IIIiPORT BANK OF CHIT{A

This Memorandum of Unrierstanding on financiai support for

Mombasa-Nairobi Standard Gauge Railra'a)' 1l cj ect to as

the ,'MOU'?) is entered into benveen the Government of the P.epublic of Kenya

iepiesented by-the Nationai Trcasury (hereinafter refeired to as the ?'i{atibnal'

lllrea,.,.r;-ir"),arid tne Expori-irnlor.'L Bzurk of Chtna (herr:inz,fter referred to as the

"China Exirnbank^")-

\ATI{ERE.AS

Kenya Railways Co'rporation (hereinafter referred to as the "KRC") 
'-nd 

China

Road and Bridge Corporation ftereinafter referred to as the "CRBC") hayp
' 

entered into on July 11 and October 4,2A12 the Commercial Contracts on civil

works and supply -and installation of the facili.ties, locomotives and rolling

stocks for Mombasa-Narobi Standard Gauge Railway Project (hereirrafter

referred to as "the Project") withatotal arnount of USD 3.804 bi]lion for Jre

purpose of in:plementalion oithe Project-

The Government of the Republlc of Kenya is dcsjroi-rs to request for financing

support of China Eximbank, which is conscious of the significance of the

Project.to social and economic development of.the Republic of Kenyzi, and is

rvilling to provide a financiai support to implement the Prcject aftei conducting

, pr.li*irury r",ri"*

NOW THEREFORE, in order to further enhance the bilateral good reiations

between the Republic of Kenya. and the .People's Republic of China,'Nitional

Treasurlr and China Eximbank herebl':2g1ee as foliows:

1. National Treasury undertakes to take necessary legal procedures to'conclude

the internal approval procedure for the Project and to provide-necessary

C fi imtE*fi'U'aritimfu rreaionEbiy'rEqE:est,-f oTi

appr-oval of the ioah aad signing of the Loan Agieement for the Project at its

eariiest convenience.

U

#.
u-.i'

t

'i/ -1



2. Tni fina;:cirig rc;iio:i is ii:?'o ci'.:he Coi;r.rreicial Coni,act amount, and tlie
self-i-aise.cl poiiitir-r bil i<.nro Goyenlmept r.,,,i[ be i5%. The' financine
package for the Project vrouid cornprise bf Preferential Bu1,g1 Credit Loan
and Ruye.r Crdcit Loan- The facility amouii[ anci terms oiPrefere.ntial Buyer:
Crerlit Loan wiil bi muiualiy deciced by China Eximbank and Chinese

. Goveininent, and the .balance oi financing ponion ivili be provided by
Buyer Credrt I-oan. For the terms of Buyer Ciedit Loan, the inter.cst rate
lviil be six months Libor lus 360 4ilI each rate of ent

fee and cornmitment fee will be 0.'/5oA, flre tenor will be 15 years wiih 5

-vears grace period, and the facilitlr of Buyer Credit is to.be insurqd by 1h.9.--

insurance pro',,,i,3.d by China Export dnd credit Insurance coqporation
(Sinosure)

3. The Loarr Agreements for the Project shall only be signed betw'een,Chiira
Eximbank anci National Treasury subject to the Loan approval by the
Evaluation Commitiee of China Eximbank and the consent by the relative
authority andior institution of China and the other conditions as may request
by the Evaluation Commiitee of .China Eximbank are sarisfied. .China
Eximbank and National Treasury' wiii make _1oint efforts to expedite the
evaluation process tvith respect to the Project, and facilitate the fi:ral signing
of the ioan agreements.

4. Each party shal] keep ali the terms and conditions in connection with this
MOU strictly confidential. Without the prior written consent of one pafiy to
this MOU, the other party shall'not disclose any information hereulder or in
connection with this MOU to any.third party or the public unless requlred
by applicabie law-

For avcidance of doubt, this MoU is intended only to. serve. as.a.guide for
further discussiori of the tents of the loans and the )oan agreements, and is
NCT legally brndrng uader any jurisdicti6n. fi.itter National Treasury. nor
China Eximbank shall initiate any i.ia pro..ss ugii!-st each other based upon
',]risMOU "'-'i:

-a.i- : r.ri-..;.1-.1! _

.d-
,/>'5''-'!
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/i ,,.n -,t ,/
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:.

iN V/I:q'.{:ESS .'.\iHEREOIT, the undersigneri being the clu}y author-,;:ed

represeritatives cf the Parties have s!.gned-this MOLI in frvo originals in English
language. B oijr sides wiil keep one thereof .

Dorie at Beijing ou this 19th day of August 7073..

Rotir- Hen

abinet S A{ational Treasury

of the Republic bf Kenya

On behaU of:

The Government of the Republic of

Kenya

Mr. Sun Ping

\/ice President of t e Export-Im.port

Bahk of China

On behalf oft

The Export-Import Bank of China

B
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\t{ THE STETE LAW SFFECE
GFFECE GF TErE ATT+fttrry-crr*i:runr

Your'Ref :

Our Ref:

_Pqa&aMPE!€rlqLiuu)

AG/f ONrl Tf Cl I ?-VGL;I- .

Dare: ___ _3L)_Apji ZOL3 _ _

c.-;a-

Mr" }M"J"C. Juma

Director-Ceneral

Pubiic Procurement Cversight Authority
NA,}ROBI

Dear

RE: TENDER NO. KRC/PLM/31/2012 SUPPLY AND INSTALI*ATION OF
FACILITIES, LO.COMOTIVE AND R.OLLIN6 STOCK FOR THE MOMBASA
NAIROBI STANDARD CAUCE RAILWAY PROJECT

. Reference is made to your letter REF: PPOA/COMp1:O/21 VOL.lll('l7) dated
5th April 2o-13 on the above-stated subject matter. I have carefully reviewed

tr, the drafi agreernent and observe the following

1.. Note is -taken of the factual and historical accounting of how- the
procurement process for the stated subject mattei^ has evclved. This
Cffice has not however seen any document either titled or speaking to
the subject of a Covernment to Government Agreernent between
Kenya and China on the stated project. To ventilate the question .

i whether its provisions support the construction of a C-to-C
arrangement, this Office would need to be furnished with full details
of the reievant agreenrents.

Attorney-General! {hambers, Harzmbee Lrrenue
Po. Box 401'12 - DDl00, NAtRotsl, IGNF/A.TEL.254 202)27461 / zutlss I o71)g445ss / oi32s2999s



4. With that g

: 
the Public Procurement and Disposals Act' Cap 412C' ' 

.Section 6(1) of the Public Procurement and D

Laws of Kenya i, .1.ur. that where provisions of this Act cOnflict with
r ti ' : - - c of the Cover from a treaty cr otherany obligations of the Covernment: arlslng l

agreement to vrhich it is a party, the treaty's or agreement's provlsions

prevail to the extent of ihe lnconsistency- Section 6(3) provides an

important' Star
-- '-- '---':- "'--'=='-iT'mErit"'eo-irt-r'i'Dutes-fi-oii-r.''----- ---
,fli?emenf in 6(1); in casel V'rheFe tne uover

lt(IL2VyllIE).\-/LriLg),Crllulrlull),lvti.l'Lv-.:,t)lj.-.-..

rundei such agreernent or treaty, the Aet applier- The question then is

whether either sections b(l) ano (S; can be rleaci sePai'ateiy and h;vc

inciependent meaning from each other' -i

3. Ceneral principles of statutory interpretation require that when we

engage in interpreting the [aw, we must read the statute as a

harmonious whole, and the separate parts (in this instance being sub-

. sections (1) and (3) of section 5) should be-interpreted within their

broader statutory context in a manner that furthers the statutory

purpose. [t is also ,the general case that laws have nreaning'' and

statutory interpretation must strive to give effect -to that-meaning'

These pi:inciples are- 9Uite consistent with the doctrines enshrined in

Article 259 of the Constitution, vuhich requires that the Constitution -
and by extension all laws in Kenya - be inter:preted in a rnanner that

gives efiE.ito iti puip-6;el, v;iuei ana piintipiei,'ahci iri'd fiannei'tiiat

promotes the fule law, permits the development of the lav'r and

contributes to gofi'gbV?nnance - arftong others' As a general rule'

therefore, it is not good practice to read one portion of the law [n

isolation and with disregard to other parts of the same law'

{

eneral franre of construction clarified, the first two t sSUe5 ln

your letter could be re-stated to ask whether: either of the sub-sections

in question would have meaning and statutory validity were the other

- " 
; ; --; . ; j : : [i e.v€ e. e xjstent- i,n=stat Ute - -lh,'-o-l-

and alone had

,.0(:) neVer been inserted in the law? The obvious answer to either



s:en1ri: is in the affirmative. However, that is r-ro fiat for a deductionthat the tv,.ro clauses therefore operate as exciusive 0r.r,r,.",statutonilr,r- [n fact. it is my constructlon that the two sub-sections
ccmpiement gach other, as opposed to being in .o*o.r,i;;-";conflict. ', 

.: 
'. 

. ,. :.

5' IJ must be recalled that the Public Procurement and Disposal Act 2oa5, Was "":.:i:d to promote fair competiticn, transparency anci
accountability, 'a5'well as local participation in public procurements in:r:..-'':,:'i':"' '" this"country. It'created--and sustains a framework of conrpetition in'
luolic 

procurements that musi be taken as establishing general rules,
' ii to which all actors in that realm olrght to be deferent under the,,

cioctrines of rule'of law. ln effect, any deviatlons from the gener-al
principles of application under that Iaw must be the exception ,.;.;
than the rule,

,,il

6' v/hile I do not pronounce myself on the nreriti of the procedures
adopted by the Kenya Railvuays Corporation in this matt"r, 

"*,;;;absence of primary evidence relating to the 5ame, I must record that itis worrying that a procuring entity can pick and choose alternate
procurement methodologies as alleged over the same subject matter,
and both of which alternatives require external endorsement (in this
case by yourselves) because neither alternalive admits of open
competition- ln adopting.initially u pro.uaure unde r s.29 and s.74 ofthe Act, and awarding a contract on that basis, onry to subsequentry *cancel'it' and purport to re-award it under alternativ* ur*n*ements,
raises doubt about the integr:ity of the statute's authorlty, and assails atthe notions of rule of law- Procuring entities ought to be judicious in
selecting proqurement methodorogies under the Acf. conr.quentry, 

rcannot resolve the second legal issue in your letter in the absence of
further' evldence that shourd be suppried to this office by Kenrya
Railways Corporation.



7
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.,

clear that'where the Covernrnent of Kenya contributes'in any forrr

fronr her own -resoLlrces to a procurement process, s.6(1) ceases to

apply even whei"e the coiiaborating partner is a I'oreign sovereigrr. In

effect, the issue is resolved in the affirmative

B. The fourth legat issue gives rise to weighty questions. What is a

Covernment t" cCr.rn..ni ig,:."",E;fi-D&; ahe'l=;Aiy na-at<-ng ;nd
n^-t-:-f:-^I:^^ ,\ --r. 'n\- lf ^l 1nl,) -^*1.. +^ .,,-l- .-/1.r\r\1.+ci ll^' ,^'ih,:i'
NdLlii\-(]-llL/l I /1Li. J\(j--fJ u1 Lviz- dPPly tL-/ )L-lLir LvriiPu!L''

words, can the so-called C-to-C agreements be classified as bilateral 
i

agreements under s.3 of r\ct No.45 of 2012? Furthermore, are G-to-Cs

a method of procurement or would such agreernents merely form the

basis for futur"e traditional procurements under the various areas of

cooperation documented under the C-to-C? More worrying,

however, is the increasing phenomenon of government MDAs

employing the C-to-G tool to circumvent the requirements of the

Public Procurement and Disposals Act 2005. Under the principles I

suggest in paragraph 5, I would favour a construction that holds

government to government 'agr^eements as not bein! methods of
prccurement, but merely bases that could support procurement

activities subsequently. Furthermore, it is my bpinion that government

tq, gg-vsl.r-rils!.!-qgr:esslsalr .g9- p,tqpcii-v-lllgl=qrsl eslsg]:lq$: gnder !

Act No.45 of 2012, which would demand compliance with the

procedures outiined under sections 4 through 10 of the said Act.

9, ln effect, it is my opinion that a so-called government to government

agreement'is not a method for selecting suppliers so as to support the'

award of a contract absent an actuaI process of selecting project
tloevetopers or compcnent suppliers, and so on. lt is also my opinion

that - Article 227 of the Constitution should be observed io the

utterrnost. That is to say, public agencies are expected to implement
+1^-^ +::.;l-l-td'[ -dr EL.l u I e tv+ ---

and cost.effective, and in the instant case, the full application of Cap



412c Laws of Kenya; vvith. the exceptional procurement rnethods
being such, and not the nornr.

l0.These lnteipretations:are:consistei-rt v,rith the philosophy underlying
suc.h principles as the Paris Dqgiqplion on .,a,id lfigai.,yenessi- which
requlre that development p'artners align themselves to ,it,, systems,
standards, procedul^es and development priorities of recipient states
rvith the view tou among others, building'their capacities, eliminatilg
wasteful duplication, and promoting accouniaUitity.

'tr
ll. I have provided this opinlon on the substantive legal questions, and
. not on the merit or othervuise of the particular procedures adopted by'

the Kenya Railv'rays Corporation in the instant case. To provide such
an opinion, l.wou-ld reqr;ire that I be furnished with all tender-relatecl,:
documentation.

.12:l have provided this opinion in my capacity as the Attorney Ceneral, a
constitutional rnandate my Office does not share with any other
entity in ihe Republic.

B

Yours

GITHU MUIGAI, 5C

ATTORNEY G ERAL
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Transitional Aulhority has gazetted all the gounty functions to be performed by County
Governments, starting July 1't2013. They have also assessed thecapacity of the County
Governments to provide the services assigned to them. Those counties, which will not be
in a position to perform any of the transferred functions may request the National
Governrnent to assist as their capacities are being developed.

IV: TAX MEASURES AND MISCELALNEOUS AMENDMENTS

Overview of the Proposed Tax Measures

61. Hon Members, the restof my highlights outlines various tax measures I intend to
introduce through the Finance Bill 20'13, and other regulations I have tabled in this house,
toward accelerating broad-based economic qrowth, job creation and poverty reduction.

62. The tax measures and other miscellaneous amendments I intend to propose
hereunder are broadly categorised into llve priority areas, which complements the various
policies I have already outlined in the earlier part of my statement:

i. Facilitating infrastructure development for a competitive economy;

ii. . Encouraging Growth of lndustries for Faster Development

iii. Further Ensuring Equity and Fairness in our Tax Systern

iv. Deepening Tax Reforms and Enhancing Tax Administration; and

v. Further Strengthening Financial Systems for Sustainable Development

Facilitating lnfrastructure Development for a Competitive Economy

63. Hon members, I have proposed tax measures aimed at facilitating development
of infrastructure facilities such as railway and energy in order to ieduce the cost of
transport and energy and make our economy competitive.

64. Hon Members, rail transport is the most economical mode of transportation for
freight and passenger. However, our railway facilities have not received much incentives
compared to other transportation infraskucture. ln this regard, I propose to exemptimport
duty on importations of items used to facilitate railway operations in order to support the
expansion and developmentof the railway network in the region.

,6J. . ^ . . l. lra v9.,. .j,n,.ra dd i[ipp.,,,,ppp p.p-sbd. ;a m to
introdu o
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8 The Finance \ilt,2.0I3

,lhlslcrrion

s.$on t
4X7.

I,

A[]ic4drrpr\t to Pari
III'b'f {hc Fifrh
Sdftrdulclo Cap-
47?:

ffi;I.,,.. 5. The Cusitor+s a.rid-,Exeibe Ait is arhended by
inserting';th,e fo{'lowingt .n'ew..sotrion imr.nediate.ly after
sPc.tion Lll -
Railivay
ticvclopmcnt
lcv y.

1T74. (I) There stral',I,'b,e paid. a lovy to be
known as the railwajy.'de:v.eloprnent l.evy
on all .goods intported into rhe counr.ry
for home use.

(2) The levy sha{l bo ,at the rate of -I.5
.percent of the. q.Ugtp.:ms U_a{iqc o.:f tho
go"oirs and shafi be p.3td Oy:.the in,p,otler
of su qh. g oods .at.,thE :tiir.tie of .ejlite,f ing, the
goods for home usE-

(3) Ttre 'purpose o,F the levy shrall be to
provide funds foi co'nstruction .qf a
sta'qdar.d gauge railway network in
,order to faqil.i.tate the tr.a.:rrs.b_grtation of
goods.

(4) The Cabinet Secretary shall, in
reguJati'on$, esia.blis:h' a railway
developmeqlrlqv,* fwd tvi'th w[ich a{t
,fle proceeds of-.the .J evy sh a.tJ....b e pal d,

(5) The fund ref-esftEd. to in.s.u.bSee$on
(4) sh,al,l be estbtilish#, .rnapage.(,

tf.d.nl'tnist0rpd or wa{Ud. up in
accordance wirh seqt$.r 24 tlf the
P.rtbtic Financ.ial Manager,ne.nt Ao,

.i. .30*2,.and1,.t-[e re.gu.lirtioirs rh.trde under
..',-rldfiEA:er

t

........
6- Tlre:Fif{tri'Sb.tFf,,"j; to'th.e customs and Exclse Act

is. amendeiiiin FartrTll-

(a) by 'ddletjng lhe_ ril-ofus "financial service
..p rov-l iibr.s 

"appear.i,n$ 
it .itc-lrl 7 a.nd .substi tu [i n g

:ther€fpf '.itJre:'iy,grdb,*'fiag$.qial-institrrtib.osn";

(,ti) b.y initrmis,g the [Q{l:ewing-, new paragraph
irrrrnedately af te r p aiag,r-a. .ph I -
g. 'Foi-the purposes of ltefis ? and.8-

"fi'ltancial insti.tutions" tneans -



EstnLrlishn:crrr o1'

Parliarlcntiiry l:rrrrd
ar)d othcr nalioflal
r:ovenrmenr prrblic
lirnds.

The Public Finance Managemenr Au, 2012

24- (1) There is established a fu:rd to be known as rhe
Pariiamentary Fund.

(2) The Secretary to the Parli2rrrerrrary Service
Cornrnission shail, on the di::ections of the Conrmissioll, opeu
and operate such bank accounts as may be necessary for tl:e
purposes of the Parliamentary Fund.

(3) Nonvithstanding any other provisions of rhjs Acr,
where a Fr.rnd is establjshed under any other law for the
puryoses of Parlia:nent or a House of Parliament, the

Pariiamentary Service Comrnission shall-

(a) establish procedures and systems foi proper and
-Ff^^+i,,^ -+ ^{'+}-^ ,--^-i^ulrvvr,rvv urcrr.rcr5L)mCnt Ul tnc mOnlCS and Plopefiy
of the Fund;

(b) establish accountjng procedures and systems for
the Commission to properly account for tlie
monies and property;

(c) superintend the expenditure of the monies of the
Fuad to ensure that the rnonies are properly
accounted'for;

(d) prepare and submit accounts for each financial
year in accordance with the written law for the
tirne being relating to audit for audit by the
Auditor-General; and

(e) ensure that accounts prepared under paragraph (d)
comply with the provisions of this Act.

(4) 'The Cabinet Secretary may establish a national
govefixnent public fiurd with the approval of the National
Asser::bly.

(5) The Cabinet Secretary shail desigDate a persoD ro
administer every nationai public fund estabhshed under
subsection (4).

(6) The administrator of a nationai public fi.rnd shall ensure
that the earnings of, or accmals to a natjonal public fund are'
retained in the fund unless the Cabinet Secretary djrects
otherwise.



t

.:'i.::r
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Th.e Ptrblic Financ'e Management Act, 2012

(7) The adrrinistrator of a natior:al public ftrnd shall e,srrre
that money held in tire fund, including any earnings or
accruals referred to in subsection (6),'is spent o,ly for the
purposes for which the fund is established.

(8) The Cabinet Secrerary may wind up a national public
fund with the approval of the National Assembly.

(9) On the winding up of a narionalpublic ftrnd-
(a) the administrator of the national pLrblic fund shall

pay any amount remaining in the fund ir:to the' National Exchequer Account for the credit of tire
national government; or

(b) the Cabinet Secrerary shall pay any deficit in the' fund frorn funds of the national goveiament in the
National Exchequer Account with the approval of
the National Assernbly; and

(") the Cabinet Secretary shali submit a final
st4ternent of accounts to parliarnent.

( I 0) The adrninistrator of a national public fund-
(a) shall prepare fiaancial statements for the fund for

each financial year in a fonn specified by the
Accounting Standards Board; and

(b) not later than three months afterl the end of each
.financial year, submit those statements to the
Auditor-General and deliver a copy of the
statements to the National Treasury, Conimission
on Revenue Allocation and the Controller of
Budget.

(11) The regulations shail provide for the estabrisirment,
rnanagement, operation or winding-up of national public
funds.

(LZ) This section applies to all other natioual public funds
including funds earmarked for specific purposes estabiished
by an Act of Parliament but does nor apply ro a public fund
established by rhe Constitution

( t 3) In this section-
"administrator", in relation to a national public fund,

means a person designated by the Cabinet Secretary under.
sub-section (5) to adrninister the fund; and

"national public fi.md" rreans a public fund estabfished
under subsection (4).

5i
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No- F. 66/e4

CT,?NT TF iC AT E AF {C lWP LT A}-ICE

With seaion 366 aJ' thc Companies Aa, Cop' 486

,.^".f, gY:
,,t,xL)rI kerebl, CertifY, 1$a1- d

CIItrNA ROA} & BRIDGE CORPORATION

rl
1?

a Company incorPorated i

has this day delivered to me for registration the documents and particulars'-

-..specified in section 366 of the Companies Act (Cap' a86)

Given'under my hand at Nairobi this
TI{ENTY EIGHTH

DECEMBER One Thousand Nine Hundred and EIGHTY FOUR.

sgd
Dy

J.K. }IUCHAE.
Registat oJ CoayaztesAS- Sirr

GPK 1qo3-500-?/72
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Articre r' cirina Road and Bridge t"3::?::T''l*::'13ff:

[[Tir;l'.t:::r*ffi ':ii:1'#:"i$lTJ;;;'r"'11:::
tbreign op"ro,ion, irre tluly,.=rtl""otof the lvlinistry'o[ F-oretgn

Economic netation, and T,ad" *.=u,.l.d ',,,h 
th1 S.mte Administratron

I*, n 0.,,,,v, ld :: F+*:]r **[: t, *}m:J]:;ffi ill:
t-.-.,Lr, , ..,...

COIPUITLU r'-r I

noua and Bridge CorPoratton'

Artjcle 2' The L{eadcluarters ol the Corporation shali be located at

C88, Anditg*tniuui Dajie'' Beiji''tg' d;' ir shall set up branches in

c e rra in p, o u i n..,, 
- 

*'"i' * 
^ i:' ::; ",il:*;?:,'ffi 

[, J11""L'"'#:

:H'"ilLil1'::*,T:"T"'J:';ffi 
'=";;;'l;;'"o"tionandinstalration

of equiPment' and so on'

Article 3' The corporatiorr shall conduct' business *ptivities in

accordance rvith the reieva"' lu*'"'dJt"t'' regulations and rules of the

L n,,.,., " =o' " "'' "' **a':: :: :: I ruS [t"j J;ffi :'1"0 
Pract*e'.

^rO 
i, fiff't of the scope of bustnesE 5Lt1'rutto'"

Article 4' The business object'ut 
' 

o'- ':: "t#:Tt[t:J t:"il:

:l: jl,Ti'il:ff"*;:,:Jffi li;j[i"""'".i]-;;'";;"'echaor'gv'
u p p er- grad e s erv i c e a tt i tu de 

^ : 1, 
* 

" 
; i ;;' ; i 

:]: 1' T:or",i I #^i:':;:fJ'

;; l r : l n' 
jJ ffi ffi" 4,: li JJil'i TI!: ": 

*' f 
'"o 

s p "i v' rn "

corporation shall luny ou, uuriness activirit'.''J' tht p'intiple'r:f

"abiding'by contract'' enstrrtn= ;t'fi;';aping low proirt and stresstng

:.'

frieridshiP"':.;; ,.'i, - i
-.'2 

;,'. '.'/7*a.

--71:



Article.5. The regisrered capirai oI the corporation shall be RMB

jg3.i2 nrillion yuan. Th-e ilnanci^r r;.,;;r'or. ,,utt-aliocated funds and

..11'-6r'vned tlnds

lt F )rr

Article 6- The Corporation shl'rll mainly undertake' at home and

abroad, .on't'utt'on p'o.1tt" of f i-*ltt':avs' bridges' tunnels' airport

rllnways- inirastruct"'' tu"h uuot-f'' io'-"t='u' weil as wharves' goods

yards'warehouses.storinggror.trrcl.shiplocks,watersupp[y.and
sanitarion svstem, se\'verage treatment sysiem' railway' power statrons'

aLrri-tlood locks ,nJ ar*r.lgrictilrural irrig;rtion systern' and so on'

Article 7' To Provide technical

'aforesaid c onStruction proj ecLs'

and labor services tor the

Article 8- To contlact the projects of foreign economic and

,""frrI.ut uid tiom the Chinese goverrlment'

Article 9' ' To nnder.take'the tasks of survey' design and research

fortheaforesaidprojectsandtop'oi'id-0"*11,"^:ndforei'gnss5rsrners'
w.ith techni.ur .onrrltancy (inclucting construction agency' suPervlslon

i

Article 10. To underrake design' :"i"f1:Y-t' 
installation and

exportationofspecialproductsandme"honicequipmentforlrighway,
bridge and transp"n O'"itt's both at home and abroad-

Article ti' Tc enga-ue in. lersing ancl maintenance sewicing of

consrruction machinery and equlpmeLlt'

Article 12' To conduct investment activities as well as

technologicalandeconomic.oop",u,iorrbothathomearidabroad.

trticlg,13. 
To accePt the enilLrstmetlt of foreign enterprises 

T
prbcurernent.-gi materials' placement of orders' and to acL as agent

.t . 
ffi;; *i"';otti'rtfip..-tenr and selling product-

S,

l:
:

l:

li

i

ii
t,

I

ti
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-aasl'

(6) Given the ieqr-rirement.of circumstances' the chairman rnay call

nreerings oI the srancling Boarct or plenary Board conlerences on ad hoc

Article i8' The Corporation shatt appty'lt 
!'::,ldeni 

responsibiliry

Syste'm,lvhichembodiesonepresiclantandthreevicepresidents.The
-.psidentshalibethelegal"Ot"ttn'otiveoltheCorporationandshallPt"*- -:u:ll,ioc'nru.,n" tol Iowing responsibilities:

( I ) To imple'.rieni the Corporariol: ?:::":tt 
policies and

operational plans t-'ilt; ui tr.r1 e*rd of Dire"::t 
"' "t"to:"t: 

with

rhe Statutes'

ncl operation and management of the

(l) 'Io presicie over thc all-r'o'-i

bas ts '

CorPoratton'

superi or b r eani zat i o rr'

(j) To appoint rnll dismiss the departTtit?l rnanagers of the

Corporationandth.l.,"adsofits.bran"h.s.bothat|omeandabroadin
accordance with. the ,ersonn.r ua*inir,rurio., authority stipulated by the

I

(a)Tooreanizethe'tbirnulationolrheCorporation'slong-term
program, yeariy opereted Slan 

an! 
lonsrruction 

plan' and to submit them

to the Board of Direcrors tbr ?PProval' 
ii

(5)TosumnriilotheBoardolDirectorstheCorporationisannual
r,vork report. nnut otto'mts and pf "'' 

ol pto't} distribution' and

( 6) r o P ro P o s e r o tte' 
" 1t, : i,?i:'r' :'": il$T: :ffiTJ :}::il::

rneetings for discr-rssing imporrant l:

adopted at sr-rcii m.eetings'

Articlc 19' There ' shall [s 'iice presidenrs ' chief engineer'

chieiaCcoUntantanclchiefecononri;iin.theCotporati.on.Nominatedby
the presidel'lt, the)'sh:rll be appointcLl in lccordance wiih the authority

tiihit of ,t"onnt''t'i'''tini"'nrion' 
U'id-er the leadett^:tp of rhe president'

vice presiden.ts, tioi t"=tneer' chieI eccountant and chief economist

,/ffi*
)



shalI be responsible for rhe management of business, technology and

tlna.nce, ancl ihall rePort ro the. presiclenr.

Article 10. There slrnll be severll .business and administrarive

,lepanmenrs rvithin the herclquar-ret's ot'rhe Corporation, which shall

rvork under ilte ler.dership oIthe pr.-siclent.

The responsibilities oIdilferent clepartmenis are as lollows:

Presiclerrt's Office:
Responsiole ibr hanciling docr:nten[s. t]les. data, and public relations,

etc

Gener:rI Planning DePartment:
Responsible tbr lqng-term planning, rnanagement of business plans,

economic ar:cl technical letqets. analysis ol investment' resu-lts and

buSiness decislons, statistics, dispatctr. and economic aid projects.

2-I r e

Responsibi. fo. syirim 
-r"tti:uCtr-iiing, -lerfectibri df 'operationat-'" "'

mechanism- tbrmulation oi regulations and systems concerned, all-round

qualiry control and upgmding'of the enterprise.

En gi n eering D e pzr rtm en t:

Respori_.ible lbr .prepararion of project bid, offer, project

management-'Constructibn managenlcnt" assessm'ent and application of

research ach i'.: vetlents, q Ll u ta co tl tro i. iec hnical .consu ltancy' etc'

;,

t

l

I
I

I

I

!

!

I

I

t

I
t

il
t;

;:

Responsible tbr seeking P

information study, docttmenr
prequalification documents preparail

with legal ailairs

rojects, business develoPment.

translation and examination,

on- conilact management, dealing

n 1l

. '.''''Responsibte lor
'atfiliated rrr::ts :rnd

.."cooperaii orr':lld rid. projec ls'

tr_e,
e-rw:eu

*-Cl- .4--'"qr7

tinarrcial tlating'ement .ond accounting of the

rhe o\"erseils conirected projects, labor service



W/

shall be responsible for rhe manacemeni of business, technology and

[inance, and -ihall report ro thc presiCent'

Article 10. Therc sirirll be se,,"errl bLrsiness and'administrative

deparrments rvithin the helclqr-rarters oI rhe Corporation, which shall

r,v'ork under ilie lerdership crIthe presieleni'

The resironsibiliries oI dititrent cleparrmenis are as follows

e icl CC

. Responsi'i:[e ror hancilinc doct-tttrents frles. data, and public relations,

etc

Gen e rr IPllnninq Denrt rtnrent:

Respoc-<ible tbr Iottg.cenn plannitlg, manaqement of business plans,

economic :rr^.,:l technical terqets. analysis of investment results and

business decisions" statistics, dispatcli. and economic aid projects'

te iln e nt

r.., '.:;.t'

Respon-<ible tbr syslem resu Ltcturing,

mechanism. ibrnrulation of regulations and sy

quality contrLri and upgrading of the enterprise'

pertbction of oPerational

stems concerned, all-round

oI project bid, offer, Project

cnt. assessment and application of

iecl-rnical consuitancy, etc'

,l-
.!

ce (, '.1 r

I,l

Respon. iLrIe 
. 
tbrpisparatlo11

managefi)ent. consiruction managelll

research aclrievenrents, qLlota controi'

ResBonsible .tbr seekine

iniormation study, documenr

prequalificarion docttments preParairon

with legal ailairs.

:.
. '--- R.esPonsible lbr

'affiliated ur'i:rs'lnd
coopeiaii.o n'.::r d lid. proj ec ls

contrrct msnagement, dealing

TI

t

projects, business

translation and

development.
examination,

of the

seryice

rl

tlnancial tnnllasement and accountlng

rlre dverscils conrracted projects, labor



<d>
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I
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U
!

{

.IIateri:rl arirl Equipnrent f)cprrr-tnrent:
Respor:siirle tor applicarion. ncgoiiarion and conclusion of supply

contracts: di;;p.x1s;', and nrlrragerrcnr r>[ mareriuls and equipment both ar

horne trnr-1 lbroacl.

- Persorr rtel rrntl Tr:rirri g f)enflr'frrrent
Resporisible tbr dailv lcrninisti'lriori of personnel, Iabor and wage,

orqanization. establishm.'nr. emplovee education, training and

examination. labor prcicection, screening oI people to be'sent working '

abroad and li'"rndline lbnlalities oiqoine abroad. etc.

iri e

Resporisib.le tbr tlnlncial auctiting, e.ramination of ec.onomic

ettrciency arrcl econornic larvs and clisc iptines.

Rlesponsible 'tbr inrolerlenting the state's poIicies, d'ecreei,

regulations antl tbr superl'ision inspection. monitoring required by the

supeiior organizatibn: and responsible tbr anti-comrption and the

securiry of the organization. ,:,

Adnr ini -s lrir tio n Denrr r f rnen t:

Responsible tbr' the manasement .of t'ixed office assets, office
appiiances. r'elricles..ti-atJic satet1", o[l'ices, stalf housing, health care, ar1d

adm inistlari,.'e tir rr ds :rn d otire t' ad m i rr i s r rot i'.'e at'tai rs.

tt

f

Article Zl. The Corporaiion shall apply the system of independent
accolrnting. sell-r'.-sponsibilirr' [br prt',llts and losses, and management by
ditl-erent levcls. 'liidependcrrt busittcss and tlnancial' regime shall be

established in accordance rvirh the. f,ccountinq system, for state-owned
construction enterprises and the iinancial management regulations for
state-run tbreierl conrractin!'- enlet',",t'ises. Bank of China and China
Merc ts' Bank nre en(rusred to proride guaraniee for the Corporation,s



business. The Corporarion shatt be ttttr-[er the-sr-tpervision of the superior

auditing orsxnizarion. tlnarrrcial deplrtment and banks, and after paying

is.(es accotrltcing io state's regularit'rt'ts- disrribuiion of after-tax profirs

shali be carrier! oLtt in Iighr oI the strte's i'eoularions concerned'

Artjcle ll. The Corporation sil:Lll apol'"' the state's wage svstem

,,1{ weIiat'e s..'stcrrt. 'Ilre ctlplot'ees ;hrill be eiverl neCeSSary training,

and all the -:t:tplrrvecs ,h::ll t'eceir'.' :':qttlrtr examina[ions. Rewards or

penairieS sh:,ii l.rc t.lteteti oLIt ;'lCCot-Clirr:: io rhe resurlrs of examinations.

Articlc li. in accorclence rvirlr the srate's regtrlirtions .concernqd,
the Corporalion shatt appl-v- the t\\'b erlpIoy-rnenr systems of fixed worker

and contractiral rvorker respecrive[1'. .-\ rervard rnechanism catering to its

orvn.tbatures shall be established in tighr oi rhe principie of "To oiie

according to whaC he does" ancl b',.' taking account of the different

interests of staie, enterprise5 and inclividuals.

Articie lJ. The Corporation siralt appty' the contract system tn

deqiftI.g*Lyiih;L).thcrs. anc[ shall. ttrltltl co.nrracts. and stric.tly liye up to.its

credibiliry'

e

+
Article 15. These Slaiures !\'3r3 a;rlenCecl on Ianuary 24; l99l-

rvhich shall becotre et'tective alter rpproual by the lrlinish-y of

Communicarions anci endorsemenr br Adrnin-istration for Industry and

COmmerce. TIte ametldtlenr atrd tetnlination are rhe same as above'

Article 15. The right oi interpretation oithes

the Corporaiiorr.
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.l DI]PLICATE FOR TEIE FTT , {"f
q*..L{"r
ffi :is**

'ESi..\\

No, q' I666tr{

CERTIFICATT, A F MTCORPORC ruO}d

n herehy Gertifyy th^t-

C${IF{A ROAE g tsRf,OGE CORre*ATTOH KENYA LIfflTED

io this day [aeorporatsC under the Companieu Aa (Cap.48O and that the

eomnpony is ttldITED.

Giva under my haad ot Nairsbi thrg THENfi THIRo

DECffiEER.
cL--... -...-..-..--.- --Two Thouoaad

AND ETCT{T.

Certificate received by

futo

cxtr 55t-10o-10 /20c8--a/q816)
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[uns SPACE IS RESERYED FOR
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I
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T}IE NOMINAL CAPITAL of

*trryt k.a>. k.PabQe

1W. ,W* . . . ... divided into

... .thf. ........ each.-'1-'...'

eaBWXIler'.t

...1.,P.qs.

LK)
IS

Lnairso

Sharesh.S

of Sh.

Date elr+1."s

4@rt*.
qqSL

84* 6K

*.',*#f'
lire;slya d .-:!'<tE&i"-='+EW Eaede

I CE.RTiT-J T'i:.ET T,I{E ST"R}&S EPBE3"I1II{G

fi'!i:ifl$I !ilE33'E:.GOSSED Ol.1 TIIIS nC-CUt4BlT

Signature

Description\A*6'a'

r--:-ri.. - -. 5.... -. -.... . .-D$i[ oin . . -. ).?........... -. -)ApS.{-<r :

C3LLECTGR OF S?A*!P DO'iTES . 4.

!E=:t?toa**,--r

t\

GPK (I-)
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@
Fon-LtNo...

No. or Crnncars.

TH-F', STAMP DUTV ACT
;\ (cAP.480)

?., 
i t 

) (Section 39 and the Schedule, Article 8)

t

CttfE.. &a,u. .P..@IP-i...C.e,aro ef,flrpd .. &qS Lrmreo

STATE.MtrIYT Or iq0h.{s{,.\.L CaPITAL

Q'{ote.- The Stamp Duty on the Nominal Capital is Shillings Twenty for every Sh.
2,000 or fraction of Sh. 2,000)

ThiS Statement is to be fiied with the Memorandurn of Association or o&.er
Docrrm.ent when the Company is registered

Presented for registation by
. kri*r. .. :rYis.fts. . .? h.: .

. . .Ae-.t"rtg . . .f-::. . 1-*



ffi
lrt-i. oi Company

FORM NO. 208
THE COMPANIES ACTS

(Cap.486)

DECLARATION OF COMPLIANCE WITH THE REQUTREMENTS OF THE,COMPANIES ACT oN APPLICATION FoR REGISTRiTI,oIi oF; CoMpAr\ry

Name orthe company...Cftry*...Kstp...r-. ffi';;L"&**ro; rzE y:r 
.. Limitedpresentedbv-.-e'--fr&&.r.....fl19..4,$t...0.....evnrm1...M..w.ef....f.::.:..6.rt..1.7.a3._g.h8.c:^<r

.l :1. . 6.3-* .?el. . .. .r:.. rrifl?.(.]..
Do solemnly and sincerely decl
FORMATTON or ....gffri:{A.

,:.:)

::l

.t

?'t

:.a:)

',.1

are that I

and that all the requirements of the
said company and iricidental
believing the same to be true

Declared at...

of. Pefr-)
A commissioner for

Fee Sh. 20-

(u) inscrt "advocate of the High
. director or secretary,'.

G) Or "Notary public', or..Magiskate',

GPK(L)
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engaged in the formatiou", or"a person narned in the articles of association as a
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No. of Compaxy ... . Form No. 201
T}TE CON4PANIES ACT

(Cap. a86)
NOTICE OF STTUATION OF RtrGISTERED OF'FICE

OR OF AI{Y CHANGE TIMR.EIN
(Section I0B)

Name of Company 9W f . .P p .P. B. fieqp. . . Gspesa;-q9.C. . - . . .Wtt* .

Presented by . . . .. .GtXr (r . . . . 14s.4*fi .. P. ... . bn f *.:L. . . .69r: q4-f eI...

To: THT REcISTRAR oF CoMPANIES
q.tLT. 

. . &f.p- . .s, .fi*'p{t* . .l4*g9*11e{. . . . .lzc"^72. .. ... limited hereby gives you
notice' in accordance with section 1.08 of the Companies Act, that the registered office of the

.@
.,t

'.t

:

l

t.l

i

I

Limited

*company on rncorporatton is situated at
dtr(.I=a1.4I....ffffnp.61

or *with effect from the

has been changed to -

Date.

Fee: KSh- 20

GPK (L)

l1
.d.?. . . . .]Pg.l .r.1. 6 ft . I r r. . . . . t\ p.K,#. 

. 4s*o_ . . .
P.O. Box . . l.V. g3-;S 1=. ..r-r-a1,i1-,-1t /. . . . . . . . . -

,20

.. P.O. Box --.

Signature ....
(State

*Delete words inapplicable.

Director or Secretary)
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@ No. of Company..... Irorm No 203

The Companies Act
(cAP 486)

PARTICULARS OF DIRECTORS AND. SECRETARIES
(Section 201)

NANrE oF THE COMPANY. cttrl*..fls p..4.:FAy-q.?..Ggr.qgrytte.A.. 
-Ygf./^....LtrvrrTED.

PRESENTED 8Y... Gt<,*t xrD R/\h ...#::ftA.
. P.:.:..... :_S.r....r ?d.3 :.r:.k:.. ry?.ggs I

Particulars of persons wh o are directors of the company at the date of this return.
(1)

2me or Names of Directors incase of
- corporation the corporate name

.11

r I'(Orn Qtt

(2)
Any former

Christian
Name or

'Names 
or

surname

(3)
Nationality

(4)
Postal Address

(incase of a
corporation the

registered or
principil office)

(s)
Business

occupation and
particulars of

other
directorships

(r..t,t r W LL\t-o:^r-- IL
l.vnrp-oaf

Y lt"l,'T f l/eul*; }((3f-."2.-
fYv:'wnrl

ffrt"

-c2

-iF=,|FpD----r'/

*-*K
:i:-5; i'd 't:

(6)
Date of
birth

A9,J

-)

t)
1I



#
(2)

Any forrner Christian name or natnes and
. suroames.

\

JT/

Pardcu.lars of the who is the secretary of the Com at the date of this retum

(1)
arne (in the an individuai

(3)
Postal address(in the case ofa corporation, the

registered or princiPal office)scnt or rames aad

on the

L {La
h

tt

Date -...........

Fee: Slt 200

I g! DEL: 2orf] Signed.
State whether dirbctor or.r-

NOTES

"Directors" includes any persoo wbo occupies tle position of a director by whatsoever name cailed, and

any person in accordance with rvhose directions or jnstri:ctions tlre djrectors of the company are accustomed to act'

"Christian narDe" includes a forename, and "surname", in the case of a Peer or persoo usually kaovrn by a

title different frorn his surname, means that titie..

"former Christan name" and ''former sun)ame'; do not include-

(a) in the casp of a peer or a person usually known by a title different fiom hjs surlame, the name by
' 

whjch he rvas knowo before the adoption of or succession to tlie title; or

(b) in the case of any person, a iormer Christiair name or surraire where that name or surDame wa-s

changed or disused tefore the person bearing tte name attained the age of eig!:teen yeais or has been

cbange or disused for a period ofnot iess tbat twenty years; or

(c) in 'the case of a married womar, the oame or surname by whicb sbe was loown before the marriage.

Directorships. - The names of all bodies corporate incorporated in Kenya of wbjch the diiector js also a

director should be given, except bodies corporate of whjch the company making the return is the wholly

owned subsidiary oi bodjes corporate which are the wholly owned subsidiaries either of the company or of
alother .o,opury of which the company js the wholly owned subsidiary. A body corporate js deerned to.be

the wholly o*rr"a subsidiary of another if jt has no members except that otier's and that other's wbo)ly

owned subsidiaries ard its or their nomirees- If the space provided il the form js insufficient, particulars of

.,other directorships should be listed on a separate statement anached to thjs form.

Date of birtb aeed only be given in the case of a compaoy by which is subject to section 186 of ''he

Companies Act (cap.486), namely a campaly whjch is not a private comPany, or which, being aprivate

lori"nf 
is a subsidiary of a body corporate incorporated in Keny4 which is not a private compan); .

Where aII the parlners in a flrm are joint secretaries, the- name and principal ofilce of the firm may

GPK (L)
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7th FebruarY,2014

GAZETTE NorlcENo. ?21

TI{E COU NTY GOV ERN \'IENTS ACT

. (No ll oJz}tz)

THE NYANDARUA COUNTY TASKFORC; ON TAND

PTANNING AND DEVELOPMENT

APPoll'l-rME\rT

PUR.SUAN| to thc provisiort o[ sccdon 30 (l) and [02 of ttrc

Counry Govcrnmcnts, Act, 2012. Governor of'Ny.andarua CQunty

appoins-

.' . John Mainail(ariuki (Fr.)'-'

Julius Mu*rantvai
John NginYc Macharia (Rcv.),

' Gitau Thambanja,'

Miriam Wanjiku Warvertt'

Srephcn Kari Githiaka,

Hariscn Kiragu Wachira,

.Jqscph Njorogc Njugi
Mary Wanjiru Njogo.

as mimbcrs of rhb Nyandaru" iornty Task Forcc on [-and Planning

aod bcvclopmcnt lor a pcriod of 90 days'

Dhtcd thc 24th January, 20 t4
D. W- N/[WANG['

' Governor, NYandarua CountY'

GAzErrE.NoncE No. 722

THE COUNTY GOVERNMENTS ACT

(No.l7 oJzotl)

THE COUNTY ASSEMBLY OF MANDERA

RECULAR STTTINGS OFTHE COUNTY ASSEMBLY

PURSUANT to Standing Ordcrs o[ thc Standing Ordcrs of the

Mandcra County Asscmbly, it is notilled for the information:of

Mcmbcri oi thc County Assembly and thc gcncral public that'thc

Asscmbiy shall rcsume its regular sinings of thc Second Scssion in thc

Counry ,{sscmbly Chambe rs. at thc Counry'Asscmbly Buildings' on

Tuesday. t lth fcbruary' 20 14 ai 2 30 p'm'

barch the 3rd January, ?014. '

: 
A' S' FTASSAI'I'

SpEaker.

CAzEmE NOTICE NO. 723

' THqcoUNTYGOVERNMENTSACT

(No'17 o|zllz)

THE COUNTY ASS EMBLY OF MACHAKOS

. R€LOCATION OFTHE COUIITY ASSEMB LY

PURSUANT to notice of motion dated Thursday 2lst Novembcr'

2013, ir is notified for the information o[ thc Mcmbcrs of tht County

,{ssembly of Machakos 
'and thc gencral pub!ic thar thc Counry

asscmbl-y of Machakos shall relocatc' from Coun'ty Flall' from

Satrraay lsr Fcbruary, 2014, to Mavoko Sub-County Tpwn Hatl

Ctrum'U"rs fora period.of thrcc months to Pave way for rcnovarion of

the Machakoi County Asscmbly Chambcrs after rvhich the Counry'

Asscmbly shall'resumc its sittings at thc Machakos Counry Hall from

Fiiday znd MaY, 2014.

During thc said pcriod the Asscmbly business shall be transacrcd at

Mavoko.'rown Hall chambers' 
a- NL vru*c',{rA.,

S peake r, 14ach ak os Cornn' Asseilhl.t'

. ,':.-1
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THE KENYA GAZETTE 2..lt-i

CAZETTE NCTICENO. 724

THE LAND ACT

(No..6 oJ2012)

MOMBASA.NATROBI STAI.{DARD CAUG E RAI LWAY
PROJECT

INTENTION TO ACQUIRE LAND

lN PURSUANCII of the transitional provisions contained in

section 162 (?,) of the i.irnd.Act and section 6 (2) ol ths.Land
Acquisition Act (rep:aled), the National Land Commission gives

notice d)at {hc govimment intcnds to acquire tre lollowing parcels of
land for the Kenya Railways Corporation for (he construction of the

Mombasa-Nairobi standard gauge railrvay in Taita Taveta, Kwale and

Makueni Counties.

Plans for the affected land may be inspected during officb hours at

the office of the National Land Commission, Ardhi Housi, tst Ngoug
Avenue, Jrd Floor, Room No. 305 and at respective Lands offices in

Makueni, Wundanyi and K*ale.

Notice lor tle inquiries will be pubiished in the Kenya gaze tte an,ir
30 days as per section I 12 (1) ofthe Land Actof20l2.

Dated the Znd February,20l4.
a

MUHAMMAD A. SWAZURI,
Cha irman, Nat io nal Land Com rn ission.

G AZErIE I.{OTICE NO. 725

THE LAND RbG;STRA'NON E.Ct
(No.3 oJZltZ)

ISSUE OF A qROVISIONAL CERTIFICATE

WHEREAS Samuet Kevin Kimanui, oi P.O. Box 5427gidO2OO,
Nairobi in thc Republic o[ Kcnya, is thc rcgistcrcd.pioprieto{csscc of
that piccc.of land known as L.R. No. 24914966; situats in thi ciyof
Nairobi, by Yirtuc of a grint rcgistercd asJ.R. 11802/1, and whQrcas

sufficient evidcncc has bcen adduccd to show that the saiil grant issucd

.rhereof has becn lost noticc is givcn that aftcr thc expiration of sixty
(60) days from the date hcrcof, I shall issuc a provisional certifrcatc o[
titlc providcd *iat no objcction has bccn rcccivcd rvithin that period.

Datcd thc 7th Fcbruary. 20 t4.

MRr4r z2zze 
^,rX;.Y; 

#Y,lllf',3*;,r,

Parcel No. Regislered Owner Area to he

Acquired (Ha-)

Karhckani 395 Jonah Mutisva Ikusye 3.i0r
Kathckani 396 Joscph Nduta Kyengo 0.7700

Kathckani 636 Rosc Kavcc Muindi 1.503

Kathckani 637 Paulinc Kasusu Malyunga 0.203.

Kathckani 67 John Mbithi Petcr 0.193 t
Kathckani 676 l',largarct Ikin ga Wachi ra 1.334

Kathikani 679 Fredrick Matherirbe Jtrma 0.0 l3 I
Kethckairi 715 Milkah Nduhgc Kilavi 0.6345

Kathekani 7 l4 Paulinah Munini Kiilu 0.0897

Kathckani ?37 Jonah MutisTa Ikusya 1..347

Kathekani 726 Rodah Mutinda 0.0699

Kathekani.378 Samucl Murua Ngewa 0.46 r8
Kathckani 375 Luka Muli 0.8s65
Kathckairi 376 Pctcr Muoka Munyao 0.0350

Kathekani 334 Pau[ Musyimi Mwovc 0.5031

Kathckani 385 Amos Muti Mun:a 0. ls8 I
Kathckani 386 Rac[ Wausi Musyoka 0. r.369

Kathekani 389 Samucl Mutua Ngewa 0.60 r 6

Kathekani 387 Agnes Mukina Mauu o.2'141
o.6927Kathekani 203 Moses Kimani Ghchcba

Kathckani 390 Alphonse Katunga Kcli 0-0205

Kithckani 202 Francis Kiruka Nioroge 0.4988

Kathekani 201 Margarct Ikinga Wachiri 0.4557
Krvalc/Mrvavumbo/ l. Mwavumbo Group Ranch 14.05

Krvale/South Samburu, SoUth Samburu Group
Ranch

28.34

65.8 rLll 24360 Kenya Wildlifc Service

LR 2436 r' Kcnya Wildlifc Scrvice 35.90
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WY''REPUBLIC OI] K]NIYA

Telegraphic Address
Bun11e', Nairobi
Telephone 221291

Fzx:2243694
B -r na iI: _.1e!k@p21Lamen Lgple
Whcn rcplying piease quote

KNA/PIC / COFtIt/ 2013 / (13)

Mr- Li Qiang
Gencral Manager,
Chrna Road and Bridges Construction Corporation,
PLot'330 / 265 llatheru Road, Lavington
P .O. Box 39037 '00623,
NAI}1OBI

Dear

Cierk s Chambets
National Assembly

Parliament Buildings
P. O. Box +1842,00100 GPO

NAIROBI,I(enya

January 2,3r2073

CRE

w

Reference is made to our letter Ref: KNA/PIC /CORR/20L3/ (726) dated December 17,
2013 invrtug you for a meeting with the Committee on Public Investments.

The Pub[c krvestments Committee was established by the l{ouse pursuant to Standing
Order No. 206 and js mandated, amongst others,.to:-

" Exarnine thc r:cports and accounts of thc public investrnentsl
o Examine the reports, if any, of the Auditor General on the public investmentl

" p;nmine, in the context of the autonomy and efficiency of tl.e public invesfuents,
whether the affairs of flie public investments, are being ma:ragetl in accord.ance
with sound financial or business principles aud prudent commercial practices.

Fol1ou'ing a request for a statement on 2"d Decembet,2013, the House directed the Public
Investments Committee to investigate and report on the agreembnt, tendering process and
financing of the construction of the Mombasa-Malaba Standard Gauge Railway Line and
provisibn of stocks.

During its Sittirlg held on 21" Ianuary,2014, flre Committee deliberated on your failure to
attend the sitting and resolved to irrvite you agatrl for a meeting on Thursday 30tr January,
20L4 at 10.00 am in the Main Conference Room, County Hil, Main Parliament



3nil6[ings. The purpose of the meeting is for.the General Manager to brief the.Committee
on:-

(i) The bilateral agreement on the consffuction of the Standard Gauge Railway from

Mombasa to Busia/Malaba and provision of running stock;
(ii) The Commercial Agreement between Kenya Railways and China Road and Bridge

Corpoiation for the construction of the Mombasa - Nairobi ratTway;

(iii)Procurement process for the project including biding, tender evaluation and award;

(iv)Financing of the Kenyan section of the project - actual amount of the loan,

financiers and how they were identified, repayment of the ioan and the actual cost of
the project;

(v) Whether China Road and Bridge Construction Company has the capaci(y to build a

railway of such magnitude and provide rolling stocks;

(vi) Procurement of the Feasibrlity study undertaken on the project, its cost and findings;

and
(vii) The Environmental lmpact assessment of the project.

A written submission on the above issues should be sent to the Committee Twenty Four
Ilours before the meeting.

Yours

Michae1 R. Sialai
F

Copy to: trzlr. Edward Ouko
Auditor General,
Kenya Nationai Audit Office,
Anniversary Towers,
Nairobi

I4rs. Esthsl l(eimett, CBS
lnvestrnents S ecretary,
The National Treasury,
Nairobi

A4r. Erlward Ngigi
Ag. Inspector General,
Inspectorate of State Corporations,
KTCC,
Nairobi
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'Telephone: +25{-20-3 I 8S88

Fa.r: +254-20-2240066/i+ I 93 5/3443 i3
E-mail : conrnr urric'.rtionl$m la.go. ke

S/cbsi te: tvrvrr'.mta. go. ke

When replving please quote.Ret. No. and dute

MFA. REL.13138

IlAR-AlvlBEE AVENUE
P.O. BOX i0r5l -00100
' NAIITOBI, KENYA

MINISTRY OF FOREIGN AFFAiRS
5s February,201,4

Ref'. No..... ..

Mr. fustin N. Bundi,
Clerk of the National Assemb1Y,

Parliament oi KenYa 
'

NAIROBi.
.c .4

u"r. J Q E+1,v\--

INVITATION 'I'O TTIE CHiNA ROAD AND BRIDGE CORPORATION TO APPEAR BEFOREs PARLIAMENT

@

The Iuinistry is informed that China Road and Briclge Corporation has been invited to appear

before a commiftee of pariiament discussing matters relating to the development of a standard

gauge raiiwav as agreed between the Government of Kenya and the Government of China.'fhis

information r,vas availed to the Ministry following a request from the Public Procurement and

oversight Authority seeking confirmation as to whether China Road and Bridge Corporation was

a state owned corPoraticrl.

lnce and confirmation to the FubiicThe Ministry has since received and forwarded evidt
procui-e,ent anct^ Oversight Authority to the effect that China Road and Bridge Corporatic'n is

inrleed. a chinese state cwned corporation. Aftached herewith is a copy of a note from the

EnrLiassy bf the People's Republic of China in Nairobi detailing the same'

It is the opilion of this Ministry that summoning ancl questio.,ing China Road and Bridge

e;;";ation on this mattei woulcl be tantamount to summoning the Covertrment of Chin:r slnce:

the corporahon is fully cwned and acting on behalf of the Chinese Government- Such a measure is

Iikeiy tc h3,..e serious and irrevocable negative consequences [o l(enya's national interests and

relations with Cilina

I
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ln the exceptional circumstance that Parliament is compelled to seek clarification from the

Government of china on its ac[ions and tllose of its agents in this mattei-, the appropriate and

cu.sromaryr measure is to convey such a request through this Ministry tor onward transmission to

the Goveinmeni: qf China through diplomatic channels'

Your favou-rahle considerarion is appreciated'

SUutuS,Yours

a Hi-uicho, CBS

PRiNCIPAL SE CRETARY

Encls [Note Verbaie llef. CEK14l01B)
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CEK 14 / O1B

The Embassy of the People's Republic of China in the Republic
of Kenya presents its complirnents to the Ministry of Foreign
Affairs and International Trade of the Republic of Kenya and,
with reference to the Note Verbal MFA.REL.I3I3B of the Ministry
dated 4th February, 2014, has the honor to confirm that china
Road and Bridge Corporation (CRBC) is a state-owned company
in China with head office located at 1008, cBB, Andingrnenwai
Dajie, Beiji-ug, china. cBgc (Kenya) is a branch office oicRBC
which represents CRBC to operate the business in Kenya since
1984.

of Kenya avails itself of this opportunity to renew to the Ministry
of Foreign Affairs and International Trade of the Republic of

f+,l.K*fiu _t .ft G

onsideration

bi, 41h February,20L4

i.:....

Kenya the assurances

&
W,

ofi

Ministry of Foreign Affairs and International Trade
of the Republic of Kenya,

L
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REI)UBLIC OF IGNYA

I

1

1[ elegraphic Address
Bunge', Nau-obi
Teleplrone 221,291,

Pax:2243694
E-rnril: c] etk@r>a rl-ra n r er t rro L-e_ ,,:.-
Wteri reph,ing pleest: ,.y.rot,:

. Clcrl<'s Chainbers
National Assembly

Pirrl.iarlen t BuilcJin[s
P. O. Box 41SIt2. 00lt.tO GpO

Ni\IliOBI. Ii.crr1,2

KNA/PIC / C OPJ1/2 0L4/ (43) 5'r'Ir{arch,2014

l\2ft'. Peter Mwaugi Gatcre
Director
Chma Road and Bridge Corporation Kenya Lrmited,
LRNo. 209/ll94/ll, Mpaka Road, Wcstlancls,
P. O Box l7B3 - 00200
Narrali

l\4r. I-eouard Mwangi Nduugu 
-

Director,
China Road and Bridge Corporation I(enya Limired,
LR No. 209 / ll84/ 11, Mpaka Road, Westlands,
P. O. Box 1783 - 00200
Nairobi

Dear (ffi,
RE: C PI]B

The Public Investments Commiftee was established by the House puisuant to Sia-nrling
Order No. 206 and is mandated, amongst othcrs, to:_ l

(a). Examine the reports and acco*nts of trrc p*b1ic i,vcstmcnts;
. (b) Examine thc rcports,'if any, of thc Auclitor Gcncral on Lhc public invcstrncrlt;

(c) Examine, inthe contefi of the autonorny and cfficicucy of ihc public ilvcstrric,ts,
whether the affairs of thc p*blic invcsirn.nts, arc being ,uani.gc,l i1 acccrdancc
with souud financial or business principles aud pmileut **rr..lial practiccs.

The Public Invesrments Committee has been invcstigating on thc procurcmcnt proccss forthe consrruction of the Mombasa-Malaba Standard Glugc Rai-lway and provision of slocks.In the course of its investigations the committee established. that your company wasregistered under a similar name as Chila Road and Bridgcs Corporation, a StatcCoriroration iircorpor4ted in'China. . '



l

l.

- 
.:- i) -y'' \

.;€

During its Sitting hcld on 20'h .Febru ary, 2014 the Committee resolved. to invite you, as. the
diicctors of China Road and Bridge Corporation Kenya Limited., for a meeting to be held
on Tucsday 1$tn March, Z0L4 at f .OO pm i.rr thc Comrnittee Room, 5'h Floor, Eontinental
IIousc, Parliarncnt nuildings. The purpose of the meeting is for you to brief the Cominittee
on thc iegal status olChina Road and Bridge Corporation Kenya Limited and in parS.crilar:-

(1) 'Rcgisfration of China Road and Bridge Corporation Kenya Limited;
(it) Thc naiure of work and undertakings done by China Road and. Bridges Coiporation

Kenya Limitcd;
(iii) Whcther China Road and Bridge Corporation l(enya Limited wus awurded. the

- tendcr.for thc construction of thc Standard Gauge Railway;
(iv) 'i'he .Mcmorandum and Articles of Association of China Road and Bridge

Corporation Kenya Limitcd; and
(v) Any othcr information relating to the legal status of China Road and Bridge

Corporation Kcnya Limited:

"A writtcn submission on the above issucs ihould be sent to the Committee on or bcfore 13m
March, Z0L4-

Yours

rus'i'D{ N. RLI}IDI, CIS
CLT]IU. OF TINS NATIONAL ASSEIVIBLY

Copy to Mt. Ed.v*ard Ouko
Auditor Gcncral,
I(cnya National Audir Office,
Anniversary Towers,
Nairobi

Ms. Esthcr I(oimctt, CBS
fnvcstments S ccrctary,
The National Trcasury,
Nairobi

Mr. Edwart{ Ngigi
Ag. Inspector General,
Inspcctoratc o.f S tate Corporations,
KICC,
Nairobi
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REPT]BLIC OF KENYA

NATIONAL ASSEMBLY

ELEVENTH PARLIAMENT _ FOURTH SESSION

PUBLIC INVESTMENTS COMMITTEE

THE REPORT ON

INSPECTION VISIT OF PHASE I OF THE STANDARD GAUGE

RAILWAY (MOMBASA. NAIROBI LINE) UNDERTAKEN
BETWEEN 16TH - 18TH JUNE, 2016

AND

IMPLEMENTATION STATUS OF PHASE I AND II OF THE
STANDARD GAUGE RAILWAY

CLERK'S CHAMBERS,
NATIONAL ASSEMBLY,
PARLIAMENT BUILDINGS,
NAIROBI. NOVEMBER, 2O16

,



Table of Contents

LIST OF ABBREVIATIONS AND ACRONYMS......... ........................III

1.3 OBJECTIVES OF THE INSPECTION VISIT 2

2.O TMPLEMENTATIONS STATUS OF PHASE r (MOMBASA-NAIROBI) OF THE STANDARD

GAUGE RAILWAY PROIECT... .....................7

2.1 DEscRrprrou oF THE Pnof rcr 7

2.3 PRoJECT Drrelm AT A QUICK GLANcE........ ..'...'.'.'.'..' B

3.0 TMPLEMENTATTON STATUS OF PHASE 2 (NAIROBI - MALABA SGR) INCLUDING NEW

KrsuMU PORT AND INLAND CONTAINER DEPOT (ICD) IN NAIROBI... ................'..........9

3.2 PROGRESS MADE IN IN,tPLS},lENTATION OF PUEST 2 9

3.2.1 Development of Phase 2A (Nairobi - Naivasha) ................9

3.3.2 Development of Phase 2B (Naivasha - Kisumu) and Phase 2C (Kisumu - Malobo).............. L0

3.3 Drvrlopnarrur or ICD Iru NetRosl 10

4.O TOUR OF THE STANDARD GAUGE RAILWAY (NAIROBI - MOMBASA)...................................13

4.7 MErrrruc wrru KRC MaNacrunrur eNo Pnojrcr CorusuLtanr Rr NetRou SGR TrRruruus...............13

4.2 TouR oF NArRoBr SGR TERMINUS .................. .........'16

4.3 Toun or ArHr Rtvr:n SuprR BRIDGE L7

4.4 ToUR oF EI'IRI-IT-BgAU EUO REII SI,EEPER FACTORY 19

4,5 TOUR OF SIUNA PASSING STATIOru .27

4.6 ToUR oF TSAVO RIVER SUPgR BRIDGE .24

4.8 Lavruc or SlrEprRs eNo T-Bneus ALoNG MARIAKANI .....'......-25

4.9 TouR oF MARTAKANI CAMP - Las PRocrssES................... ............26

4.1,0 TouR op MoMBASA Wnsr Srertoru 26

4.77 TOUR oF MoMBASA PORT REITZ STETIOT.I 27

t



a

t

Pictures of the Tour

Picture l: PIC delegation at Nairobi SGR Terminus construction site

Picture 2: Ongoing construction Work at Nairobi SGR Terminus construction site

Picture 3: FaEade view of Nairobi Station Building

Picture 4: Construction of Athi River Super Bridge

Picture 5: Inside the rail

Picture 6: Sample T-Beam

Picture 7: T-Beams readyfor transportation lo site

Picture 8: PIC delegalion at Simba Passing Station

Picture 9: View of Tsavo Super Bridge
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-

Picture 1l : Ongoing construction work at Mombasa West Station

Picture t2: PIC delegation on site at Mombasa l(est Station Construction site

Picture l3: Ongoingconsffuction site at Port Reitz Station in Mombasa
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LIST OF ABBREVIATIONS AND ACRONYMS

CBD - Central Business District

CCCC - China Communications Construction Company

CRBC - China Roads and Bridges Corporation

CSE - Communications, Signals and Electricity

EPC - Engineering Procurement Construction

GoK - Government of Kenya

ICD Inland Container Depot

JKIA Jomo Kenyatta International Airport

KRC - Kenya Railways Corporation

MIA Moi lnternational Airport

MoU - Memorandum of Understanding

MoTI - Ministry of Transport & Infiastructure

SGR - Standard Gauge Railway

TEU - fwenty-Foot Equivalent Unit

TSDI Third Railway Survey and Design Institute

USD - United States Dollars
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I.O PREFACE

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

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

1.1 Mandate of the Committee

The Committee is mandated to: -

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

(b) Examine the reports, if any, of the Auditor General on the public investment;

(c) Examine. in the context of the autonomy and efflciency of the public investments.

whetherthe affhirs of the public investments, are being managed in accordance with sound

flnancial or business principles and prudent commercial practices.

The Committee shall however not examine: -

(a) Matters of major Government policy as distinct from business or commercial

functions of the public investments;

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

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

statute under which a particular public investment is established.

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

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

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

Corporations Act (Cap. 446) and the Public Audit Act (Cap.4t2), to summon witnesses.

examine them on oath and receive evidence.

1.2 CommitteeMembershiP

The Cornmittee comprises of the tbllowing Members: -

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

2. Hon. Anthony lchung'wah Kimani. MP - vice chairperson

3. Hon. Francis Mwanzia Nyenze' EGI-|. MP

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

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

6. Hon. Adan Mohammed Nooru. MP

7. Hon. Franklin Mithika Linturi. M['

8. Hon. Wafula WamunYinYi. MP

9. Hon. Elias Bare Shill, MP

10. Hon. Sammy Silas Komen Mwaita. MP
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I l. Hon. John Olago Aluoch, MP

12. Flon. (Dr.) Paul Nyongesa Otuoma. EGH. MP

13. Ilon. (Eng). John Kiragu. MP

14. Hon. Dorcas Kedogo. MP

15. Uon. Abdullswamad Sheriff'Nassir. MP

16. Hon. Beatrice Nkatha Nyaga, HSCI, MP

17. []on. Bernard Munywoki Kitungi, MP

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

19. Hon. Cornelly Serem. MP

20. Hon. Eng. Stephen Ngare. MP

21. Hon. Irungu Kang'ata, MP

22. llon. Johana Kipyegon Ngeno. MP

23. Hon. John MuchiriNyaga, I-lSC, MP

24. Hon. John Ogutu Omondi. MP

25. Hon. KoreiOle Lemein. MP

26. Hon. Mary Sally Keraa. MP

27. Hon. Onesrnus Muthomi Njuki. MP

1.3 Objectives of the Inspection Visit

Pursuant to Standing Order206 7(c).the Committee in its 49'h sitting held on 7th June,2016
resolved to undertake an inspection visit of the standard gauge railway (SGR) line fiom
Nairobi to Mombasa (Phase I) rvith the objective of ascertaining the project's

implementation status: especially the extent to which the Cornmittee's recommendations as

contained itsSpecial Reporl on the Procurement und Financing qf. lhe constmc:tion oJ'the

Stantlard Gauge Ruilwayfrom Montbo.sa to Nairobi (Phase I) adoptetl hy the House on 21't'

,lune,20l1, were taken into account, fbr successful implementation and timely completion

ofthe Project.

The Committee also hbled a Special Report on Procuremenl of the Indepcndent ('onl;uhunl

.for Dc.sign Reviev, ancl (,'on.rtruction Supervision _/br the Standarcl Gauge Ruilway .front
Mombasa to Nairobi und Pntc,uremcnt of J'acilities, ktcomotive,s and rolling stock laid
before the table of the House on 2nd December, 2014.

As evidenccd by the two repofis. the Committee has been consistent in advocating for

efficiency, cost effectiveness and timely completion of the Project.

1.4 Delegation

The fact-tlnding visit was undertaken between l6'r'and l8thJune.20l6 by the following
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Committee members: -

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

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

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

4. Hon. (CPA) Thomas LudindiMwadeghu, CBS, MP

5. Hon. Adan Mohammed Nooru, MP

6. Hon. Wafula Wamunyinyi, MP

7. Hon. John Olago Aluoch, MP

8. Hon. (Dr.) PaulNyongesa Otuoma, EGH, MP

9. Hon. Dorcas Kedogo, MP

10. Hon. Beatrice Nkatha Nyaga, HSC, MP

I l. Hon. Bernard Munywoki Kitungi, MP

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

13. Hon. Irungu Kang'ata, MP

14. Hon. Johana Kipyegon Ngeno, MP

15. Hon. John Muchiri Nyaga, HSC, MP

16. Hon. John Ogutu Omondi, MP

17. Hon. Korei Ole Lemein, MP

18. Hon. Mary Sally Keraa, MP

19. Hon. Onesmus MuthomiNjuki, MP

1.5 Sites Visited

The visit commenced on l6thJune,2016 at the Nairobi South SGR Terminus in Syokimau

with a presentation on the status of SCR Project. The two-day visit ended at the Port of
Mombasa on I TthJune, 2016.

During the visit, the Committee held meetings with the officials of Kenya Railways

Corporation, the Consultant's staff including expatriates from TSDI, local personnel from

APEC and EDON and the China Road and Bridge Corporation (CRBC) personnel at various

sites with key installations and facilities along the SGR corridor.

Among the construction sites the Committee visited and inspected are Nairobi South SGR

Terminus (Nairobi South Station) in Syokimau, Athi River SCR Bridge, Emali T-Beam and

Rail Sleeper Factory, Simba Railway Station, Tsavo River Super Bridge, Taru Super Bridge,

Mariakani SGR Materials Quality Control laboratories as well as Mombasa West Station

and Mombasa Port.
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Com mittee General Obsen,ations

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

Standard Gauge Railway -
l. Implementation of Phase I of the standard gauge railway is on course with substantial

civil works. track works and procurement ol- installations of associated facilities and

railway stations having been already done. With an overall of 8l% progress of civil
works achieved and 324 Km of track laid, the project is due fbr cornpletion in June

2017 ahead of the scheduled date of completion of June 2019.

2. For long-term viability, the Project should incorporate future plans tbr expansion of the

line to a double track with a high speed line and to create room for electric powered

trains to save on costs fbr future expansion.

3. The Committee was informed that the construction period of the SGR was reduced by

two years fbllowing an Executive directive. 'Ihe KRC management and Project

Consultant however assured the Committee that quality of works would not be

compromised in executing the Executive directive on implementation of the project.

4. "l'he timeline of completion of Phase I of the Project may not be realised fbllowing the

ruling on Petition I 7l of 2016 by Judge A. Omollo of the Environment and Land Courl

in Mornbasa on 2lst June, 2016 which ternporarily halted construction of the railway.

This petition was filed by landowners in Mombasa County who are yet to be

compensated despite their land having been compulsorily acquired for construction of
the railway.

5. 1-he successful completion of the SGR will significantly improve the passenger and

fieight transport in Kenya, boost the economy ol'the towns along its route, strengthen

Kenya's political and economic status and promote integration process of East Afiica

Community.

6. 'l'here is an urgent need to interlink the SCR line with Jomo Kenyatta International

Airport, Moi International Airport and the two ntajor cities, namely Nairobi and

Mombasa Central Business District to facilitate ease of transportation of tieight and

passengers.

7. 'l'he main contractor. China Road and Bridge Corporation (CRBC) has directly engaged

local suppliers to supply materials and subcontracting services to the project. some of
the local sub-contractors' input on the project include drainage works, grassing as well

as supply ol'materials such as sand, cement. fuel and steel. however compliance of the

fbrty per centum of local content engagement has not been achieved as per the contract.

8. 'fhe SGR project is viable as envisaged in the tripartite Agreement signed between the

governments of Kenya 6nd [-lganda in 2009.

9. 'fhe Committee was infbrmed that environmental impact assessment is taken into

consideration at every stage during the construction of the Project and all the relevant

stakeholders are consulted.
4
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10. The Committee was informed that the contractor has made provision for fibre optic

cables and power lines for future internet and electricity connectivity along the Standard

Gauge Railway.

11. The Committee also observed that there is need to engage an independent quality

assurer for purposes of inspection and laboratory testing of materials procured and used

by the contractor to conform to standards as per the contract.

Committee Recommendations

I. General Recommendations

The Committee makes the following general recommendations: -

(i) The urgency to complete and deliver the project two years ahead of the scheduled date

should not compromise quality, scope and budget of the project. The Contractor should

undertake the project in accordance with the contractual obligations and specifications.

(ii) The Project should incorporate future plans for expansion of the line to a double track

with high speed in addition to provision of fibre optic cables and power lines for future

electrification of the line.

(iii) KRC should consider an open-access model for the standard-gauge line where

companies with their own trains can use the line at specified times and pay the

Corporation an access fee.

(iv) There is need improve road network along the railway and industrial areas to improve

transhipment and connectivity and create efficiency and ease of transport.

(v) There is need to expand the Standard Gauge Railway to other parts of the country with

high business volumes.

II. Phase l Recommendations

On Phase I of the Standard Gauge Railway, the Committee makes the following

recommendations:

(i) To ensure the viability of the Phase I of the SGR, KRC should hasten construction of
railway line to connect Nairobi SGR Terminus to Nairobi CBD, Jomo Kenyatta

Intemational Airport and the lnland Container Depot Terminal at Embakasi and also

connect Mombasa West Station to Mombasa CBD, Wilson Airport and Moi

International Airport to ensure enhanced efficiency in transport of passengers and

freight in the two major Kenyan cities.

(ii) KRC should appoint an operator who is acceptable to the Contractor CRBC and China

Exim Bank to initially operate the line to generate enough revenue to cover the cost of
operation and maintenance of the line and rolling stock as well as meet external loan

obligations and meet any revenue shortfalls when the line becomes operational.

(iii) The Contractor, CRBC should endeavour to enhance skills and technology transfer to

the local staff who will manage and operate the trains, rolling stock and the line after

5
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the handing over of the project to the Kenya Ra,ways corporation.
m. Phase 2 Recommendations

Acknowledgement

Sign
Date: ..I

HON. ADAN W. KEYNAN, CBS, MP
CHAIRPERSON, PUBLIC IhMESTMENTS COMMITTEE

,::ffi;;rl;f;:,r,*dard 
Gauge Railway, the committee makes the folrowing.

(i) For Kenya to fully realize the benefit of the sGR project, the imprementation of phase 2of the Project (Naivasha-Kisumu-Malaba) should u. 
"*p.ai 

rd to allow movement ofcargo to the neighbouring countries as envisaged in the hipartite Agreements signed

1"ffi:,:Toi;:r-ments 
of Kenya and uganda in 200e and Keiya ug*a" uno

(ii) The committee also recommends that a formal agreement be entered into with KRC,Kenya National'lt*urt A^uthority and Kenya witauru Service to resolve any conflictinvolving the right of way of the sGR line as construction ofphase 2 commences.

\

The committee wishes to record its appreciation to the office of the speaker and the clerkof the'National Assembly for facilitation i, fulfilment of its mandate. The committee is alsograteful to all the Kenya Railways Management, the project contractor cRBc *a stuffofTSDI-APEC-EDoN consortium who adduced evidence i"for" it and guided the committeeduring the visit' The committee would also like to appreciate the National police servicefor providing adequate security to the committee throughout the visit.
Further' the committee is grateful to the staff of the National Assembly, offrce of theAuditor-General' the Ilspectorate of state corporations and the National Treasury for theservices thev rendered to the committee. It is their 

"o*-it*"nt ;;;;";i."rirlorrr rtr,made the work of the committee and production of this Report possibre.
on behalf of the Members of the Public Investrnents committee, I beg to tabre thecommittee's Report on Fact-Finding Tour of Phase I of the Standard Gauge Railwaypursuant to Standing Order 199.
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2.0 TMPLEMENTATIONS STATUS OF PHASE I (MOMBASA-NAIROBI) OF

THE STANDARD GAUGE RAILWAY PROJECT

2.1 Description of the Project

Kenya Railways Corporation is developing a new standard gauge railway (SGR) line for

passengers and cargo transportation between Mombasa, the largest port in East Afiica, and

Nairobi. The line, on completion is proposed to connect Mombasa to Malaba on the border

with Uganda and continue onward to Kampala, Uganda's capital city. It will further run to

Kigali in Rwanda with a branch line to Juba in South Sudan.

The project aims to connect Kenya, Uganda, Rwanda and South Sudan and is expected to

simplifo transport operations in the country and across the borders and reduce travel costs,

shorten the passenger travel time from Mombasa to Nairobi from more than ten hours to a

little more than four hours. Freight trains will complete the journey in less than eight hours

apart from benefiting the economies of Kenya and the neighbouring countries.

The Mombasa - Nairobi line constitutes the first phase of the SGR and is Kenya's flagship

project under the Kenya Vision 2030 development agenda.

The Standard Cauge Railway is the biggest infrastructural project in Kenya since

independence and is estimated to cost Kshs 327 billion ($3.804 billion). The Project is

financed through a loan. which is part concessional and part commercial from the Exim

Bank of China which amounts to 90oh (KES. 294.3 billion) while the remaining l0%o (KES.

32.7 billion) is financed by the Kenyan Government, through the Railway Development

Fund levy.

Cost of land acquisition is estimated to be Kshs. 15 billion financed from the Railway

Development Levy.

'l'he Government contracted China Roads and Bridges Corporation (CRBC) Ltd to construct

the line under Engineering Procurement Construction (EPC), where two commercial

contracts of USD 2.66 billion for construction of the proposed Mombasa - Nairobi SCR line

and supply and installation of facilities, locomotives and rolling stock and USD 1.44 billion

for communications, signals and electricity (CSE) were signed on I lth July,2012.

TSDI-APEC-EDON consortium was contracted on 3'd June 2014 by KRC for supervision

for the construction of the line from Mombasa to Nairobi and procurement and installation

of facilities, locomotives and rolling stock.

The project commenced on l2thDecember,2014 with a signed contract duration of 60

months.

The total length of the main line is472.253 km with 77 bridges including super, major and

medium bridges covering 29 km, which is 6.3%o of the entire alignment. The brides are

frame bridges and box culverts.
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The whole line is designed in accordance with Chinese Standards for class I single line with

unifbrm design specification and standard gauge of l435mm that will perrnit seamless

operations across the borders.

2.2 Rolling stock of the SGR line

The line will initially carry diesel trains while electrification is possible in future. Multiple

unit passenger trains having a capacity of 960 passengers will travel at a speed of l20km/h

on the line.

Freight trains will have a capacity of 216 TEUs and travel at an average speed of 80km/h. A

typical freight train on the line will consist of 54 double stack flat wagons and measure

880m-long.

2.3 Project Details at a quick glance

MOMBASA-NAIROBI STANDARD GAUGE RAILWAY (SGR)

PROJECT
Project Name

Funded by
Government of Kenya : l0%

Import-Export Bank of China (EXIM Bank): 90%

Overall Responsibility Ministry of Transport and lnfrastructure, Kenya

Employer Kenya Railways Corporation (KRC)

Employer's Representative

(TSDr-APEC-EDON
Consortium)

The Third Railway Survey and Design Institute Croup Co., Ltd

(rsDr)

APEC Consortium Co., Ltd (APEC)

EDON International Consulting Co., Ltd (EDON)

EPC Contractor China Road and Bridge Corporation (CRBC)

Contract sum USD 3.804 Billion

Project Components

Contract I : Construction of a Standard Gauge Railway from
Mombasa to Nairobi, Kenya ( USD 2.66 Billion)

Contract Il : Supply and installation of the facilities, locomotives and

rolling stock for the Mombasa-Nairobi Standard GaLrge Railway
Pro.iect ( USD 1.144 Billion)

Date of Commercial Contract
Contractl:ll July, 2012

Contract II: 4 October 2012

ll Mav 2014Date of Loan agreement

Mile stone dates
Commencement date: 12"' December 2014

Cornpletion date: l" June 20 I 7
A
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3.0 TMPLEMENTATION STATUS OF PHASE 2 (NAIROBI - MALABA SGR)

INCLUDING NEW KISUMU PORT AND INLAND CONTAINER DEPOT (ICD) IN

NAIROBI

3.1 Background

The Nairobi - Malaba SGR is part of the Mornbasa - Karnpala - Kigali - Juba SGR. which is

one of the projects under the Northern Corridor Integrated Projects initiative lbr which

Kenya. Uganda, Rwanda and South Sudan have signed and ratilled the SGR Protocol. Each

Country is requirerJ to develop the sections within its borders. hence Kenya is developing

the Mombasa - Malaba section.

3.2 Progress made in Implementation of Phase 2

Due to the difficult terrain in this section, the Govemment has decided to split the

development into three sub-phases as follows:

o Phase 24 : Nairobi - Naivasha (120 kilometres)

o Phase 28 : Naivasha - Kisumu (262 kilometres) including developing a new high

capacity port at Kisumu. This phase includes the purchase of 35 locornotives. 724

fieight wagons and 64 passenger coaches. which will be adequate for the entire Phase

o Phase 2C : Kisumu - Malaba ( 107 kilornetres)

KRC signed a MoU with CCCC on t4th October, 2014to develop Phase 2. Since then, the

Feasibility Studies and preliminary designs were completed paving way lbr KRC and CCCC

to sign commercial contracts for the three sub sections. The general progress made is

described below: -

3.2.1 Development of Phase 2A (Nairobi - Naivasha)

The Executive resolved to fast track the development of Phase 2A (Nairobi - Naivasha

section) to serve the proposed Naivasha Industrial Park to be located within the Geothermal

fields south of Lake Naivasha. KRC and China Communications and Construction

Cornpany (CCCC) are evaluating route options for a branch line to serve the Park fiom the

proposed Mai Mahiu Station or Longonot Station. Phase 24 project will be finarrced by

GoK budgetary allocations (l 5o/o) and a loan fiom the EXIM Bank ol'China 85%) signed by

the two parties on 3'dDecember, 201 5.

The parties are in the process of discussing conditions precedent to the disbursetnent of the

Loan with construction expected to commence on 26'l'Septernber,20l6. CCCC will be the

EPC Contractor in line with a MoU signecl between KR and CCCIC on l4thOctober.20l4.

The route for Phase 24 starls at Nairobi South Station then turns south. crossing the Nairobi

National Park from where it will pass through the southern outskirts of OngataRongai

'Iown. cross the Magadi Road and head tclwards Ngong' Hills. From there, the line descends
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into the Rili Valley through a 4.5 km tunnel and runs along the Rift Valley escarpment to

Mai Mahiu and l.ongonot. The route is 120 kilometres long.

KRC will need to engage a supervision consultant to undertake designs review and

construction supervision. Discussions with MoTl are underway fbr appropriate way forrvard

to tast track the procurement process of a Supervision Consr.rltant lor Nairobi - Naivasha

section without infiinging CoK procurement laws and regulations.

3.3.2 Development of Phase 28 (Naivasha - Kisumu) and Phase 2C (Kisumu -

Malaba)

The route runs liorn Longonot to Narok along the southern boundary of the Mau Forest

fiom where it connects to Malaba through Bomet. Sondu, Ahero, Kisumu. Yala and

Mumias. 'fhe terrain is undulating. thus requiring mitigation by long bridges and tunnels. As
part of the proiect. a new high capacity port (to handle at least 600,000 tonnes annually) rvill
be developed at Kisumu, approximately seven (7) kilometres to the west of the entrance into
K isumu lnternational Airport.

The Cabinet approved the development of the Naivasha - Malaba section (including the

development of the new high capacity port at Kisumu) on a G-to-G platform on 23'd March.

2016, paving the way lbr requesting fbr the AC's comments on the draft Commercial

Contracts prepared by KR and CCCC.

Three (3) draft Commercial Contracts had been prepared for this section as follows:

o Phase 2B (Naivasha - Kisumu including the 9 krn branch line fiom proposed Kisumu

SGR Hub to the proposed new Kisumu Port).

o New Kisunru Port developrnent

. Phase 2C (Kisumu - Malaba)

The Attorney General approved the draft Commercial Contracts on 24th March 2016 and

these were signed by KRC and CCCC on24th March. 2016 and witnessed by the Cabinet

Secretary MoTl, members of KRC Board and Management. The signed documents have

been submitted to MoTI and thc National 'I'reasury to initiate the process of financing

identitlcation form the Governnrent of the Peoples Republic of China.

3.3 Development of ICD in Nairobi

'fhe Feasibility Study Report fbr the development of the Mombasa - Nairobi SGR

recognised the need to modernise and expand the existing ICD in Nairobi in order to
accommodate anticipated increased number ol'containers through the depot f rom the SGR

operations. 'l-he cost of the project was to be borne by CoK. The ICID project was made a

Condition Subsequent in the Financing Agreement fbr the development of Mombasa -

Nairobi SGR. wherein the 4th Disbursement would only be made once EXIM Bank was

satistled that substantial progress had been made by GoK towards realising the ICD pro.iect.

In order to emphasise the need for developing the ICD. the Financing Agreement signed

l0
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between CoK and EXIM Bank of China on 3'dDecember, 2015, for the development of the

Nairobi - Naivasha SGR made the ICD development a condition precedent to the

disbursement. The disbursement would only commence after CCCC and KRC have signed a

Commercial Contract for the development of the ICD. GoK fulfilled this condition on 24th

March, 2016 when KRC and CCCC signed a Commercial Contract tbr the development of

the ICD with CCCC as the EPC Contractor. The Commercial Contract has since been

submitted to MoTI and forwarded to the National Treasury for financing identification.

Summary of progress made Phase 2 (Nairobi - Malaba SGR)

I

Segment Description Route length

or Capacity

Contract
sum (US$

MN)

Progress made

I Phase 2A Nairobi
Naivasha

120 Km t"483 l. Financial Contract

signed on 03-12-15

2. Conditions Precedent

being discussed between TNT

and EXIM Bank of China

3. MoTI will provide way

forward for the procurement

process for Supervision

Consultant

4. Construction exPected

to commence on

26tr'septemb er,2016.

2 Phase 2B Naivasha

Kisumu
(including
provision of
locomotives

and rolling
stock and

branch line to
new Kisumu

Port)

262 Km 3.663 l. Commercial Contract

signed on 24th March. 2016 and

submitted to MoTI and TNT to

in itiate fi nancing identifi cation.

2. (Naivasha -Malaba

SCR) Management discussing

with Mo'II procurement

process for Supervision

Consultant

3 Phase 2C Kisumu
Malaba

107 Km 1,229 - ditto -

4. New
Kisumu

Port

New

development

600.000

tonnes

137 - ditto -

a
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Segment Description Route length
or Capacity

Contract
sum (US$

MN)

Progress made

5 lnland

Clontainer

Depot

Expansion

and

modernisation

of ICD in

NRB

405.000

TELJs

2t3 Commercial Contract signed on

24th March.20l6 and submitted

to Mol'l and TNT to initiate
fi nancing identification

TOTAL Nairobi-
Malaba
.189 km

6,725

a

EMERGING ISSUES

Environment Concerns

l. Several proposed routes fbr exiting Nairobi in l)hase 2 of the Pro.iect were not

technically possible due to environmental concerns and high cost of cornpensation

when acquiring land.

Kenya Railways Corporation is in consultation with Kenya Wildlifb Service (KWS)

with regards to a proposal of having a 6.4 kilometre bridge constructed on the entire

southern edge of the Nairobi National Park. The railway would then pass through

Rongai and Ngongtowns which are high population areas before exiting the escarpment

into the Rift Valley via a tunnel. Discussions on this proposed route have not been

finalized. An earlier proposal to have a tunnel dug under the Nairobi National Park was

not approved by KWS due to concerns on the effect of tunnelling to animal habitat in

thc Park.

2. 'Ihe Corporation is working in consultation rvith KWS to ensure environmental

sustainability of the pro.iect. They have so far met all conditions set by KWS.

Route Concerns

3. The proposed route dubbed the'Southern route'would then proceed to pass through

Suswa. Naivasha, Narok, Ahero and Sondu towns befbre terminating in Kisurnu. The

route had been considered due to the difficult terrain of the escarpment along the

Northern Corridor as well as the cost of acquiring land along the Northern corridor.

These factors would greatly increase the cost of building the railway along the Northern

corridor. The Southern route is considered relatively virgin and land cost would be

minimal.

4, A proposed depot in Naivasha will serve the large commercial centres along the

Northern corridor such as Nakuru and Eldoret via trucks.
a
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Project Sustainability in the EAC Region

5. According to KRC management, the three countries that signed the Tripartite

Agreement, i.e. Kenya. Rwanda. Uganda are still intent on building their section of the

SGR. The efficiency of the Kenyan corridor would ensure business people will choose

it even if Tanzania is constructing a similar SGR.

4.0 TOUR OF THE STANDARD GAUGE RAILWAY (NAIROBI - MOMBASA)

4.1 Meeting with KRC Management and Project Consultant at Nairobi SGR

Terminus

The Managing Director Kenya Railways Corporation Mr.AtanasMaina accompanied

by KRC Railways Operations Manager Eng. Maxwell Mengich, Eng. J.M. Karanja,

Architect Jeremiah Ndong and Architect Tobias Okoth from TSDI-APEC-EDON

Consortium (TAEC) briefed the Committee as follows: -

l. China Roads and Bridge Corporation was contracted by Kenya Railways to undertake

Phase I of the Mombasa - Nairobi SGR Project vide two commercial contracts

namely, Civil Works EPC Turnkey commercial contract and Supply and installation

of facilities, locomotives and rolling stock contract.

2. TSDI-APEC-EDON Consortium was contracted to undertake design review and

construction supervision of the contracts to ensure that the main contractor CRBC

meets quality standards and adheres to specifications of the project.

3. The proposed standard gauge railway line starts at the port of Mombasa and runs in a

north westerly direction traversing Kwale, Kilifi. TaitaTaveta, Makueni, Kajiado and

Machakos counties and terminates in the city of Nairobi at Ernbakasi.

4. The single line track will have a superior design catering fbr robust and low-

maintenance requirement. The new line will run parallel to the existing meter gauge

railway and the Mombasa-Nairobi Road or Al09 Flighway for the most part. It will

deviate at certain points to attain the desired gradient and curvature.

5. The route length of the line is 472km and the total track lenglh is 609 krn. T'he line

has 77 bridges including super, major and medium bridges covering 29.687 km- A

further length of 2.038 km is to be laid at the Marshalling yard and station in the port

of Mombasa.

6. The project will have two major stations in Mombasa and Nairobi. 'fhe stations

incorporate the main station building, power substations, dispatch centre,

comprehensive maintenance office building, locomotive depot and signals buildings,

locomotive and vehicle workshops. materials shed and warehouses. living houses.

water supply house, boiler room and guard room. The Nairobi South Station in

Syokimau covers an area of 400 acres of land and will serve as an operations area and

railway terminus fbr trains heading out of Nairobi. The station will have locomotive

and vehicle workshops fbr maintenance, servicing and repair of locomotives. The
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station is equipped with dispatch and signal control centre where all signals for
rnarshalling the locomotives will originate from. Metre- gauge railway line is provided

for connection to the city centre.

7. There rvill be seven (7) intermediate stations namely Mariakani. Miasenyi, Voi,

MtiloAndei. Kibrvezi, Ernali and Athi River and thirty-three (33) crossing/passing

stations incorporating signal building tower. pump house for water well"

comprehensive workshop building, living house and guard room.

8. With the stations in place. it means that 25 trains can be on the line at a single time.

9. Other civil works carried out include: -

(i) Electrification of the inliastructure

(ii) Build main freight exchange and passenger stations at Mombasa and Nairobi

(iii) Build interrnediate lieight exchange and passenger stations at Mariakani

(iv) Build 33 crossing (passing) stations

(v) Build Marshalling Yards at the Port of Mornbasa and Nairobi hub

(vi) Build 8 underpasses lbr anirnals within Tsavo National Park

(vii) Fence out the track throughout its length

(viii) Supply and Installation of Facilities, Locomotives and Rolling Stock

10. Electrillcation was not included in the f-easibilitl,studies and preliminary designs for
the Mombasa - Malaba SGR but it will be considered in future as one of the options

tbr increasing the line capacity beyond the design capacity of 22 million tonnes per

annurn.

ll. The Project is at an advanced stage and as at 3l"May, 2016,70% of civil works had

been completed with 30Yo of track laying done mainly between Mombasa and Voi. It
is due for completion in June 2017 ahead of the scheduled date of completion of
2019. This was attributed to timely conclusion of land acquisition by KRC and

subsequent mobilisation of resources by the contractor. The President also issued

an executive order for early of completion and delivery of the project.

12. l'he reduction in time of completion does not however af}'ect the scope. budget and

quality of the works of the pro.iect.

13. KRC further signed another contract with China Communications Construction
Company (CCCC) for the development of Naivasha - Malaba section of the
project with the following four elements: -

(i) Naivasha - Kisumu SGR line

(ii) Kisumu - Malaba SGR line

(iii) Kisurnu Port Developrnent; and
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(iv) Modernisation and expansion of the Inland Container Depot at Embakasi in

Nairobi

14. Phase ll of the SGR pro.iect is proposed to connect Nairobi to Malaba on the border

with Llganda and continue onward to Kampala. Uganda's capital city. It will further

run to Kigali in Rwanda with a branch line to Juba in South Sudan. Branch lines along

the route will extend to Kisumu. Kasese and Pakwach.

15. 'fhe governments ol' Kenya and Uganda signed a memorandurn of understanding

(MoU) in October 2009 to construct the SGR fiom Mombasa to Kampala. A tripartite

agreement was signed by the governments of Kenya. Uganda and Rwanda in August

2013 to fast track the development of the railway to their respective capital cities' The

ob-iective of this agreement was fbr the three countries to adopt new technologies to

enhance economic development in the region. The SCR project is rneant to spur

economic growth and development ol the parties by reducing cost ol doing business

and increase the regions competitiveness. lt would also enhance spatial development

along the SGR corridor.

16. 'Ihe Ugandan section of the SGR line was launched in October 2014.'l'he SCR line

from Mornbasa to Kigali is expected to be completed by 2018. Kenya Railways

Corporation is responsible for the construction of the l,300krn-long track inside

Kenya from Mombasa to Malaba via Nairobi.

Com mittee Observations

The Committee observed THAT -
(i) The standard gauge railway has begun taking shape with substantial civil works done,

track works and procurement of installations of associated facilities having been

already been done;

(ii) It is imperative that Kenya Railways Corporation ensures provision fbr SGR line

connection to the Container Depot Terminal in Embakasi. Jomo Kenyatta

International Airport and the Nairobi Central Business District fbr enhanced transport

of freight and passengers;

(iii) For long-term viability. the Project should have incorporated a futttre plan fbr

expansion of the track to a double track with a high speed line to save on costs and

savings for future expansion.

(iv) The viability of the Project as envisaged in the tripartite Agreement signed between

the governments of Kenya and Uganda in 2009 and Kenya. Uganda and Rwanda in

2013 may be at risk fbllowirrg reports that Rwanda has opted to connect to the

T'anzanian SGR line which is deerned cheaper and less time-consuming than

connecting through Kenya-U ganda.

The Cornmittee was. however. infonned that both Uganda and Rwanda are still party

to the signed Agreements. In fact. Exim Bank of China has committed to provide
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lunds lirr the construction ol'the IJgandan SGR line.'fhe'fanzanian SCR line is also

an irnportant part of the larger East Afiican Railway network.

(v) 'l'hc Corrrnrittce also expressed concern on thc reduction ot'construction period by two
years lbllowing an llxecutive Order. 'l'he KRC nlanagement and Pro.iect Consultant

assured the Committee that qualitl, of'works was not compromised in executing the

Order.

(vi) On environrnental concerns. the KRC management and the consullant assurcd the

Cornrnittec that environrnental impact assessment is taken into consideration during

the construction of the Project and that Kenya Wildlif-e Service and the National

Environnrental Management Authority were and continue to be consultcd in the

i nr plenrentation of' the Project.

4.2 Tour of Nairobi SGIL Tcrminus

'['hc Nairobi SGIt'l-enrinus is one ol-the trvo major stations of the project, the other being

MariakaniWest station. l'he station is still under construction and on completion it will
cornprise the lbllowing fhcilities narnely: - main station building. po\ver substations.

dispatch ccntre. comprehensive rnaintenance olllce building. locomotive depot and signals

buildings. locomotive and vehiclc workshops. materials shed and rvarehouses. living houses.

rvater suppll, house. boiler roorn and guard room.

It will serve as an operations area and railrval,tenninus for passenger trains.
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4.3 Tour of Athi River SuPer Bridge

Eng. Solomon Njeru, the Project's Chief Geomatic Engineer accompanied by Eng.

J.M. Karanja, Architect Jeremiah Ndong and Architect Tobias Okoth from TSDI-

APEC-EDON Consortium (TAEC) briefed the committee as follows: -

The SCiR pro.iect has a series ol'railway bridges along the course of thc track.'[hc changing

terrain and presence of delicate ec()systems requires clevation of the railway to

accommodate lrovement of traffic and wild animals.

The total numbcr of bridges along the line frorn Mombasa to Nairobi rvill be 98. covering

29krn of the line to cross rivers. Mombasa road at Ernali and Taru. valle,vs and the old line

and eight animal crossing corridors over seven metres high and over 50 mctres long in

Tsavo East and West national parks.
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