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CHAIRPERSON’S FOREWORD

The Committee on Implementation scrutinizes resolutions of the House (including
adopted Committee Reports), Petitions and the undertakings given by the National
Executive and examines whether such decisions and undertakings have been implemented
within sixty (60) days as provided for in the National Assembly Standing Orders and
whether such implementation has taken place within the minimum time necessary.

The Speaker issued a communication on Thursday, 5th December, 2019 in which he
directed the Committee to reconsider the resolution of the House on the report of the
Departmental Committee on Agriculture, Livestock & Cooperatives, that was adopted by
the House on 26" February, 2016. The report stated that Shree Sai Industries Limited
imported 1000Metric Tonnes of sugar into the country without the requisite permits from
the then Kenya Sugar Board.

The Kenya Sugar Board declined to renew the sugar importation permit for M/s Shree Sai
Industries Limited (the petitioner) on account of the negative mention of the petitioner in
the report. It is against this background that Ms. Bina Patel, one of the Directors at Shree
Sai Industries Limited, petitioned the National Assembly in November, 2019 alleging that
the non-renewal of its sugar importation licence had affected its business adversely.

By committing the resolution of the House on the report of the Departmental Committee
on Agriculture, Livestock & Cooperatives to the Committee on Implementation, the
Speaker offered the petitioner an opportunity to present its case for consideration by the
House which is also an opportunity for the House to remedy a procedural oversight.

The Committee invited M/s Shree Sai Industries Limited to present their submissions on
the matter before making its observations and recommendations.

The Committee registers its appreciation to the Offices of the Speaker and the Clerk of the
National Assembly for facilitation and support in the production of this report.

Pursuant to Standing Order 199(6), it is, therefore, my pleasant duty and privilege, on
behalf of the Committee on Implementation, to lay this report on the Table of the House.

Hon. Moitalel Ole Kenta, MP




EXECUTIVE SUMMARY
The National Assembly, on 26" February 2016, adopted the Report of the Departmental
Committee on Agriculture, Livestock and Cooperatives on the crisis facing the sugar

industry in Kenya.

The report listed M/s Shree Sai Industries Limited as one of the companies that imported
sugar into the country during the period 2013/2014, without a permit from the Kenya
Sugar Board. M/s Shree Sai Industries Limited alleged that its business was adversely
affected since the Kenya Sugar Board declined to renew its sugar importation license

owing to the negative mention of the company in the report.

The company petitioned the National Assembly in November 2019, alleging that they had
been condemned unheard since they were not given an opportunity to appear before the

Committee and respond to the allegations levelled against them.

The petitioner reiterated that they had imported sugar into the country in 2012 and 2016
only and it was therefore erroneous for it to have been listed among the companies that

imported sugar into the country in 2013/2014, without any factual basis.

The Speaker of the National Assembly issued a communication on 5" December, 2019
and committed the petition on reconsideration of a House resolution to the Committee on
Implementation. The Speaker found it necessary to afford M/s Shree Sai Industries
Limited, an opportunity to present its case for consideration by the House. This would also

offer the House the opportunity to remedy a procedural oversight.

More importantly, the House cannot be seen to be establishing a precedent of or
condoning the condemning of persons without affording them the opportunity to be heard.
Article 50 of the Constitution recognizes right to a fair hearing, which is one of the twin
principles of natural justice. It precludes a person from being penalized by decisions
affecting their rights or legitimate expectations unless the person has been given prior

notice of the allegation/s and given a fair opportunity to respond appropriately.

The Committee invited M/s Shree Sai Industries Limited for a meeting on 20™ February
2020 to adduce evidence and review the matter. The Company produced documentary
evidence from the Kenya Revenue Authority and Kenya Sugar Board that established that

it had not imported sugar into the country in 2013/2014.

The Committee observed that the Departmental Committee on Agriculture, Livestock &
Cooperatives did not give M/s Shree Sai Industries Limited an opportunity to respond to

the charges against them.



Having perused through the report the Committee on Implementation could not ascertain
how and why M/s Shree Sai Industries Ltd was listed in the report as one of the entities

that imported sugar into the country in 2013/14.

The Committee recommends that the House considers rescinding its resolution and
expunging M/s Shree Sai Industries Limited from its records as contained in paragraph
90(e) of the report of the Departmental Committee on Agriculture, Livestock &

Cooperatives on the sugar crisis in the country.



1.0 PREFACE

1.1 Establishment and Mandate of the Committee

1.

The Committee on Implementation is established under Standing Order 209 of the

National Assembly Standing Orders.

The Committee is charged with scrutinizing the resolutions of the House (including
adopted committee reports), petitions and the undertakings given by the National
Executive and examines whether or not such decisions and undertakings have been
implemented and where implemented, the extent to which they have been
implemented; and whether such implementation has taken place within the minimum
time necessary; and whether or not legislation passed by the House has been
operationalised and where operationalised, the extent to which such operationalisation
has taken place within the minimum time necessary. The Committee may propose to
the House, sanctions against any Cabinet Secretary who fails to report to the relevant

select Committee on implementation status without justifiable reasons.

Standing Order 201 further provides that within sixty days of a resolution of the House
or adoption of a report of a select committee, the relevant Cabinet Secretary under
whose portfolio the implementation of the resolution falls shall provide a report to the
relevant committee of the House. The mandate of the Committee is further enhanced
by the provisions of Article 153(4) (b) of the Constitution which requires Cabinet
Secretaries to provide Parliament with full and regular reports concerning matters

under their control.



1.2 The Committee Membership
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Orange Democratic Party



1.3 Committee Secretariat

5. The following secretariat supports the Committee in executing its mandate -

Ms. Tracy Chebet Koskei
Clerk Assistant I /Team Leader

Mr. Peter Mwaura
Senior Legal Counsel

Mr. Joseph Okong’o
Senior Media Relations Officer

Mr.Abdirahman Hassan
Clerk Assistant I1

Mr. Donald Manyala
Research Officer 11

Ms. Jane Serem
Audio Officer



2.0 INTRODUCTION

6.

10.

The Report of the Departmental Committee on Agriculture, Livestock & Cooperatives
on the crisis facing the sugar industry in Kenya, was adopted by the House on 26"

February, 2016 (see Appendix III).

The matter arose from a petition by Western Development Initiative Association on
the imminent collapse of the sugar industry in Western Kenya of which the Committee
also undertook to inquire into the issues raised in the petition on the status of the sugar
industry in Kenya, with a view to finding a lasting solution to the crisis and making
recommendations to salvage the industry. This would caution an estimated six million

sugarcane farmers from the effects of the likely collapse of the industry.

Paragraph 90(e) of the report of the Departmental Committee on Agriculture,
Livestock & Cooperatives states that M/s Shree Sai Industries Limited imported
1000Metric Tonnes of sugar into the country in 2013/2014 without a permit from

Kenya Sugar Board.

The Kenya Sugar Board declined to renew the sugar importation licence for M/s Shree
Sai Industries Limited’s citing the fact that the company had been mentioned
negatively in the report. It should however be noted that the report did not explicitly
provide for the cancellation of the company’s import licences. The Company however
suffered as a result of punitive actions on the same referenced under paragraph 106 of
the Report of the Departmental Committee on Agriculture, Livestock and
Cooperatives on “The Crisis Facing the Sugar Industry in Kenya" that recommended
any company that imported sugar without a permit from the regulator be banned from

import and export business.

M/s Shree Sai Industries Limited, through Ms. Bina Patel, petitioned the National
Assembly in November, 2019 in relation to a resolution by the House with regard to
the Report of the Departmental Committee on Agriculture, Livestock and
Cooperatives on “The Crisis Facing the Sugar Industry in Kenya” adopted in the

Eleventh Parliament and in particular observation under paragraph 90(e).

10



11.

12.

13.

14.

15.

16.

17.

The Petitioner alleged that they were not given an opportunity to appear before the
Departmental Committee on Agriculture, Livestock and Cooperatives, and respond to

the allegations against them.

In order to understand why it had been listed in the Report, the Petitioner sought
clarification from the Kenya Revenue Authority, vide a letter dated 18™ December,
2018 as to whether it had imported 1000MT of sugar in the period of 2013/2014. The
Kenya Revenue Authority wrote back to the Petitioner vide a letter dated 21% January
2019 which stated that the Kenya Revenue Authority had reviewed its records and that
the petitioner had imported sugar into the country in 2012 and in 2016, but not during
the period of 2013/2014.

The Speaker of the National Assembly presented the Petition (4ppendix IV) on behalf
of the Petitioner pursuant to Standing Orders and thereafter referred the petition to the

Committee on Implementation.

The Speaker in his communication to the House on Thursday, 5" December, 2019
directed the Committee on Implementation to confine itself to only receive and
consider submissions from the Petitioner- M/s Shree Sai Industries Limited- on the

resolution made by the House, and report its findings to the House thereafter.

In the meantime, the Speaker directed that the implementation of the resolution
contained in paragraph 90(e) on the matter be suspended until such a time as the

House makes a further resolution informed by this report.

The Committee further notes that the Speaker issued a similar communication on 30th
August, 2018 on reconsideration of a House resolution by the Committee on
Implementation. In its Report, the Committee on Agriculture, Livestock & Fisheries
noted that the Kenya Sugar Board had identified KENAFRIC Industries as one of the
manufacturers that repackage imported industrial sugar in locally manufactured

branded sugar packages for sale as table sugar, a claim that had not been verified.

To achieve its objective, the Committee on Implementation invited Shree Sai
Industries Ltd on 20™ February, 2020 to present its oral evidence and written
submissions on the matter. Thereafter, the Committee made its observations and

recommendations as contained in the report.

11



3.0 EVIDENCE: SUBMISSIONS FROM M/S SHREE SAI INDUSTRIES LIMITED

18. Ms. Bina Patel, one of the Directors of Shree Sai Industries Limited appeared before

the Committee on Thursday, 20" February, 2020 and apprised the Committee on the

Petition regarding reconsideration of the Report by the Departmental Committee on

Agriculture, Livestock and Cooperatives on the crisis facing the sugar industry in

Kenya. She informed the Committee that-

a)

b)

d)

g)

h)

M/s Shree Sai Industries Limited is a family business located in industrial area that
deals with commodities like wheat flour, salt, beans and retails on sugar. The
company has about 25 employees.

The company applied for renewal of license in November, 2018 but the Kenya
Revenue Authority informed them that they have been implicated in a
Parliamentary report and were instructed to approach Parliament over the matter.
The Company suffered irreparable damage due to adverse recommendations
contained in the Report of the Departmental Committee on Agriculture, Livestock
and Cooperatives on the crisis facing the sugar industry, which was adopted by the
House in 2016.

The petitioner informed the Committee that following the adverse findings and
recommendations contained in the said Report, the company has been denied
import licence for year 2019.

The Petitioner reiterated that Shree Sai Industries has been undertaking lawful
importation of sugar into the country since 2012 but was denied a trading license
for the year 2019 on account that the company has been listed as one of the firms
that imported sugar into the country in the period of 2013/2014, without the
required permit from Kenya Sugar Board.

Shree Sai Industries Limited wrote to the Kenya Revenue Authority (KRA) in
December 2018 and sought for clarification as to whether the company imported
1000 MT of sugar in the period of 2013/2014.

Through a letter, Reference CUS/HQ/I, dated 21% January 2019, the Kenya
Revenue Authority confirmed that the petitioner did not import sugar into the
country in 2013/14 (see Appendix V).

The Company thereafter wrote a letter dated 29™ January, 2019 to the Honourable
Speaker of the National Assembly and petitioned Parliament on 14" March, 2019
requesting that their name be expunged from the report on the crisis facing the

sugar industry in the country.

12
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19.

20.

21.

22.

23.

The company imported 1000MT of sugar in 2012 from Uganda and 148MT of sugar
from Egypt in 2016. The Company thus imported sugar twice in the company’s history
and has never been charged with any importation irregularities in the company’s

history and had not used another company’s name to import sugar.

The Petitioner reiterated that she was surprised at how Shree Sai Industries Limited’s
name came about during the then Departmental Committee on Agriculture’s
deliberations on the sugar crisis and insisted that the company was erroneously

included in the list of companies that imported sugar in 2013/14.

Ms. Bina Patel further informed the Committee that the company was not invited or
given any opportunity to be heard by the then Departmental Committee on
Agriculture, Livestock and Cooperatives despite being adversely mentioned in the said

report.

While appearing before the Committee, the company submitted a letter from the
Kenya Revenue Authority confirming that Shree Sai Industries Limited did not import

sugar into the country in 2013/2014.

The Petitioner thus prayed that the petition be dealt with immediately in view of the
urgency and gravity of the issues raised and requested Parliament to expunge the name
of the Petitioner from the Report by the Departmental Committee on Agriculture,
Livestock and Cooperatives on the crisis facing the sugar industry in Kenya and that

Parliament issues a corresponding clearance report to the Petitioner.

13



4.0 COMMITTEE OBSERVATIONS

24. Having scrutinized the Report of the Departmental Committee on Agriculture,

Livestock and Cooperatives and considered the submission from the Petitioner and

Kenya Revenue Authority, the Committee observed that -

a)

b)

d)

M/s Shree Sai Industries Limited was listed as one of the companies that had
imported sugar into the country in the period of 2013/2014 without the required
permit from Kenya Sugar Board under item No. 90(e) appearing on page 46 in the
Report of the Departmental Committee on Agriculture, Livestock and

Cooperatives;

Neither the contents of the Report, minutes of the proceedings of the investigation,
nor the annexures of the Report of the Departmental Committee mentioned that the
company imported sugar in 2013/2014 and the circumstances under which the

petitioner’s name was included in the report were unclear;

M/s Shree Sai Industries Limited was never invited or given any opportunity to be
heard to make submissions on the matter prior to being adversely mentioned for

impropriety relating to the importation of sugar into the country;

Based on the submission by Kenya Revenue Authority vide a letter dated 21%
January, 2019, M/s Shree Sai Industries Limited did not import sugar during the
period of 2013/2014 as alleged in the Report of the Departmental Committee on

Agriculture, Livestock and Cooperatives; and

Although M/s Shree Sai Industries Limited had been listed among companies that
imported sugar into the country illegally under the Committee observations, the
recommendations had not explicitly recommended for cancellation of the import

licences of the company.
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5.0 COMMITTEE RECOMMENDATIONS

25. The Committee having reviewed the said report and considered the evidence received,

recommends that—
The House expunges M/s Shree Sai Industries Limited from the list of
companies adversely mentioned in the Report for the alleged unlawful

importation of sugar into the country.

Signed%\ Date OS\IC% /Z(.)Zo :

Hon. Moitalel Ole Kenta, MP
Chairperson, Committee on Implementation
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APPENDIX I1

MINUTES OF THE COMMITTEE



MINUTES

OF THE 16™ SITTING OF THE COMMITTEE ON

IMPLEMENTATION HELD ON WEDNESDAY, 15T JULY, 2020, IN THE 5TH
FLOOR COMMITTEE ROOM, CONTINENTAL HOUSE, PARLIAMENT
BUILDINGS, AT 2.30 PM.
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The Hon.
The Hon.
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The Hon.
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The Hon.
The Hon.
The Hon.
The Hon.
10. The Hon.
11. The Hon.
12. The Hon.
13. The Hon.
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Moitalel Ole Kenta, MP - Chairperson
Godfrey Osotsi, MP - Vice Chairperson
Alois Musa Lentoimaga, MP

George Theuri, MP

(Dr.) James Kipkosgei Murgor, MP

Johnson Manya Naicca, MP

Joseph Wathigo Manje, MP
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(Dr.) Daniel Kamuren Tuitoek, MP

Hassan Oda Hulufo, MP

Jared Okello, MP

Joshua Mbithi Mwalyo, MP

Owen Yaa Baya, MP

APOLOGIES

. The Hon.
. The Hon.
. The Hon.

. The Hon

. The Hon.
. The Hon.
. The Hon.
. The Hon.
0. The Hon.

Richard Onyonka, MP
Francis Munyua Waititu, MP
Maj. (Rtd.) John Waluke Koyi, MP

1
2
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4 . Onesmas Kimani Ngunjiri, MP
5. The Hon.
6
7
8
9
1

Paul Simba Arati, MP

Generali Nixon Kiprotich Korir, MP
Michael Kingi, MP

Nelson Koech, MP

Paul Odalo Abuor, MP

Silvanus Osoro, MP

IN-ATTENDANCE

COMMITTEE SECRETARIAT
1. Ms. Tracy Chebet - First Clerk Assistant/Lead Clerk
2. Mr. Abdirahman Hassan - Second Clerk Assistant
3. Mr. Peter Mwaura - Senior Legal Counsel
4. Ms. Jane Serem - Audio Officer 1
5. Ms. Zeinab Wario - Sergeant-at-Arms



MIN. NO.NA/COV1/2020/78: PRELIMINARIES

The Chairperson called the meeting to order at forty minutes past two o’clock and
said the Prayer. The agenda for the meeting was adopted, as proposed and seconded
by the Hon. Godfrey Osotsi, MP, and the Hon. (Dr.) James Murgor, MP, respectively.

MIN. NO.NA/CO1/2020/79: CONFIRMATION OF
MINUTES

The following Minutes were confirmed: -
1. The Minutes of the 11" Sitting held on Thursday, 4% June 2020, were confirmed

as a true record of the proceedings as proposed and seconded by the Hon. Godfrey
Osotsi, MP, and the Hon. (Dr.) James Murgor, MP, respectively.

2. The Minutes of the 12" Sitting held on Wednesday, 17" June 2020, were
confirmed as a true record of the proceedings as proposed and seconded by the
Hon. Godfrey Osotsi, MP, and the Hon. Charles Ngusya Nguna, MP, respectively.

3. The Minutes of the 13" Sitting held on Thursday, 18" June 2020, were confirmed

as a true record of the proceedings as proposed and seconded by the Hon. Charles
Ngusya Nguna, MP, and the Hon. (Dr.) James Murgor, MP, respectively.

MIN. NO.NA/CO1/2020/80: MATTERS ARISING
There were no matters that arose from the Minutes of the previous Sittings.

MIN. NO.NA/CO1/2020/81: MEETING WITH THE CS
FOR TOURISM AND
WILDLIFE

The Committee was scheduled to meet with the Cabinet Secretary for Tourism &
Wildlife, for a meeting to consider implementation status of the Special Report by the
Public Investment Committee on the Tourism Fund’s Ronald Ngala Utalii College
and the Statement by the Hon. Owen Baya, MP, regarding the progress of
construction of Ronald Ngala Utalii College in Kilifi County.

However, the Principal Secretary for Tourism vide a letter Ref: MOT/1/14/1 dated
30™ June, 2020, submitted that the Cabinet Secretary would not be available to attend

the meeting as scheduled, due to unavoidable circumstances and requested for a
reschedule of the meeting to a later date.

The Ministry however submitted a written response regarding implementation status
of the aforementioned Report and Statement to the Committee for consideration.

The Committee noted the request and resolved to reschedule the meeting to Thursday
16™ July, 2020.



MIN. NO.NA/CO1/2020/82: ADOPTION OF THE

REPORT ON THE PETITION
BY SHREE SAI INDUSTRIES
ON RECONSIDERATION OF
HOUSE RESOULTION

The Committee, having scrutinized the Report on the Petition on reconsideration of
House resolution, regarding implementation status of the report of the Departmental
Committee on Agriculture, Livestock and Cooperatives on the crisis facing the sugar
industry in Kenya, unanimously adopted the report, after it was proposed by the Hon.
(Dr.) James Murgor, MP, and seconded by the Hon. Johnson Manya Naicca, MP. The
Committee made the following observations and recommendations: -

Committee Observations

L.

The Committee on Agriculture, Livestock and Cooperatives, under item No.
90(e) appearing on page 46 of its report, listed Shree Sai Industries Limited as
one of the companies that had imported sugar into the country in the period of
2013/2014 without the required permit from Kenya Sugar Board;

Neither the contents of the Report, minutes of the proceedings of the
investigation, nor the annexures of the Report mentioned that the company
imported sugar in 2013/2014 and the circumstances under which the

petitioner’s name was included in the report were unclear;

. There is no evidence of the proprietors of Shree Sai Industries Limited having

been invited or given any opportunity to be heard to make submissions on the
matter prior to being adversely mentioned for impropriety relating to the
importation of sugar into the country;

Based on the submission by Kenya Revenue Authority through a letter dated
21% January, 2019, Reference CUS/HQ/1, Shree Sai-Industries Limited did
not import sugar during the period of 2013/2014 as alleged in the Report by
the then Departmental Committee on Agriculture, Livestock and
Cooperatives; and

Although Shree Sai Industries Limited had been listed among companies that
imported sugar into the country illegally under the Committee observations,
the recommendations had not explicitly recommended for cancellation of the

import licences of the company.



Committee Recommendations

The Committee having reviewed the said report and considered the evidence received

recommends that—

1) The House expunges the petitioners name from the list of companies adversely

mentioned in the Report for the alleged unlawful importation of sugar into the

country; and

2) The Speaker issues directives to all Committees on the need to corroborate

their evidence with corresponding observations and recommendations.

MIN. NO.NA/C01/2020/83: CONSIDERATION OF THE
STATEMENT REGARDING
THE BANNING OF SECOND-
HAND CLOTHES

The Committee considered the Statement by the Hon. Yussuf Hassan Abdi, the

Member for Kamukunji Constituency, regarding the banning of importation of
second-hand clothes in Kenya.

In its consideration of the Statement, the Legal Counsel attached to the Committee
presented a legal opinion on whether utterances made by the Cabinet Secretary for
Industrialisation, Trade and Enterprise Development during her vetting process
amount to an Executive undertaking, the Committee was informed that the
assurance/utterance was made in a personal capacity as a nominee for the position of
CS and prior to occupying the office she now holds. As such, it is not tenable for the
Committee to exercise its oversight/representative mandate on account of an utterance
made by a nominee during vetting and prior to appointment to office.

Following deliberation, the Committee directed that the Secretariat write to Hon.
Yussuf Hassan and inform him of the legal opinion and request whether he was still

interested in pursuing the matter.

MIN. NO.NA/CO1/2020/84: ADJOURNMENT

There being no other business, the meeting was adjourned at thirty Minutes past three
o’clock.




MINUTES

OF THE 2" SITTING OF THE COMMITTEE ON
IMPLEMENTATION HELD ON THURSDAY, 20™ FEBRUARY, 2020, IN
THE 9™ FLOOR SMALL BOARDROOM, HARAMBEE SACCO PLAZA,

PARLIAMENT BUILDINGS, AT 12.69 PM.
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MIN. NO.NA/COI1/2020/07: PRELIMINARIES
The Chairperson called the meeting to order at ten minutes past twelve o’clock and
said the Prayer. The Agenda for the meeting was adopted as proposed and seconded

by the Hon. Jared Okello, MP and the Hon. Nixon Korir, MP, respectively. A round
of introductions were made thereafter.

The witness was informed of the mandate of the Committee, which was to follow up

on implementation of resolutions and adopted reports of the National Assembly in
order to ensure that the House does not act in vain.

MIN. NO.NA/CO1/2020/08: CONFIRMATION OF

MINUTES
The agenda item was deferred.

MIN. NO.NA/CO1/2020/09: MEETING WITH SHREE SAI

INDUSTRIES LIMITED
Ms. Bina Patel from Shree Sai Industries Limited appeared before the Committee and

appraised the Members on her Petition regarding reconsideration of the Report by the
Departmental Committee on Agriculture, Livestock and Cooperatives on the crisis
Jacing the sugar industry in Kenya. She informed the Members as follows; THAT

Shree Sai Industries Limited is a family business located in industrial area that deals

with commodities like wheat flour, salt, beans and retails on sugar. The company has
about 25 employees.

The company applied for renewal of license in November 2018 but the Kenya
Revenue Authority informed them that they have been implicated in a Parliamentary
report and were instructed to approach Parliament over the matter.

The Company suffered irreparable damage due to adverse recommendations
contained in the Report of the Departmental Committee on Agriculture, Livestock and

Cooperatives on the crisis facing the sugar industry, which was adopted by the House
in 2015.

The petitioner informed the Committee that following the adverse findings and

recommendations contained in the said Report, the company has been denied import
licence for year 2019.

The Petitioner reiterated that Shree Sai Industries has been undertaking lawful
importation of sugar into the country since 2012 but was denied a trading license for
the year 2019 on account that the company has been listed as one of the firms that
imported sugar into the country in the period of 2013/2014.

Shree Sai Industries Limited wrote to the Kenya Revenue Authority (KRA) in

December 2018 and sought for clarification as to whether the company imported 1000
MT of sugar in the period of 2013/2014.



The company received a response from KRA vide a letter dated 21*' January 2019 that
confirmed that M/S Shree Sai Industries Limited did not import sugar during the
period of 2013/2014.

The Company thereafter wrote a letter dated 29" January 2019 to the Honourable
Speaker of the National Assembly, petitioned Parliament on 14™ March 2019 and
requested for their name to be expunged from the Report on the crisis facing the sugar
industry in the country.

The company imported 1000MT of sugar in 2012, from Uganda and 148 MT of sugar

from Egypt in 2016. The Company thus imported sugar only twice in the company’s
history.

Shree Sai Industry Limited was never charged with any importation irregularities in
the company’s history and had not used another company’s name to imports sugar.

The Petitioner reiterated that she was surprised at how Shree Sai Industries’ name
came about during the then Committee cn Agriculture’s deliberations on the sugar
crisis and insisted that the company was erroneously included in the list of companies
that imported sugar in 2013/14.

Ms. Bina Patel further informed the Committee that the company was not invited or

given any opportunity to be heard by the then Departmental Committee on
Agriculture, despite being adversely mentioned in the said report.

The Company during their submission presented the following documents: -

i. A letter from KRA stating that Shree Sai Industries did not import sugar
during the 2013/2014 period; and

ii.  Sugar Import permits for the company for 2012 and 2016 from the Sugar
Directorate.

The Petitioner thus prayed THAT

i.  The petition be dealt with immediately in view of the urgency and gravity of
the issues raised;

ii.  Parliament expunges the name of the Petitioner from the Report by the
Departmental Committee on Agriculture, Livestock and Cooperatives on the
crisis facing the sugar industry in Kenya; and

iii.  Parliament issues a clearance report to the Petitioner after expunging the
Petitioner’s name from the report in question.

MIN. NO.NA/CO01/2020/10: ADJOURNMENT
There being no other business, the meeting was adjourned at five minutes to one

o’clock. ~~—tA .= —
Sign....... m .................... D:\tc.‘.—‘?’fk ....... \%1\(\/\) 2y 7 3
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Mr. Speaker Sir,

Gl.  Arising from a petition by Wester; n Development initiative Association o
the imminent collapse of sugar industry in Western Kenya, the Commities
while investigating into the issues r“\ised in the pefition, undertook ic
sample investigations into the status of sugar industry in Kenya: wuh a view
to finding e lasting solution and making recommendaticns. to salvag» the
moustry and save the loss to be »ncu,ed by over six “mlhon stigarcane
armers across the country if the industry was to collapse ¢

02. Terms of Reference for the Commiitee

(i) Investigate and mquwe lmo the cu'f-nr state of the sugar
industry in the country; i '

(i)  Investigate and mqure lmo fh_g issue of cheap sugar imports and
smuggling:;

(i) Investigate and- quhe lmo"rné alleged exports by Mumias Sugar
Company i Dotween 7006 and 2012;

(iv)  Look mxo.;_“the Glul m the sugar market, which has, among oth
causes;c hmbur d to the current crisis in the industry; and

(v) Reoom on"nhe’rmdmos of the Committee's inquiry.

INTRODUCTION: .

03‘ Tne Depattmen’(al Commmee on Agrlculrure Live SlOCk and Co operau es

(a) investigate, inquire into, and report on all matters relating to the
mandate, management, activities, adininisiration, operaiions and
estimates of the assigned Minisiries and departments:

(b) study the Programme and policy objectives of the Ministries

and depariments and the effectiveness of the implementation;

(c) study and review all legislation referred to it:
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(iv) Fisheries development,
(v) Co-operatives development, and
(vi) Production and marketing.

e
i

G7.  Under the above Ministries, the Committee covers the oliowing subjects;

(i) Agriculture policy;
(i1) Veterinary policy

(iii) Fisheries policy
(iv) Cooperative societies

Membership

08.  The Committee comprises the following Members:-
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Mr. Speaker,

0.9

19. The Hon. John BometiSerut, M.P.

20. The Hen. Millie Odhiambo, M.P.

21. The Hon. Fredrick Quta, M.P.

22. The Hon. Maanzo, Daniel Kitonga, M.P.
23. The Hon. James Opiyo Wandayi, M.P.

24 The Hon. Ferdinand Kevin Wanyonyi, M.P.
25. The Hon. Paul Simba Arati, M.P.

26. The Hon. Florence Mwikali Mutua, M.PF.
27. The Hon. Hezron Boilo Awiti, M.P.

28. The Hon. John Cwour Kobado, M.P.

29. The Hon. Zuleikha Hassan Juma, M.Pi.

ength By,_the Committee in a retreat at

This Report was considered at’

Windsor Golf and Country: . in Nanobl in 67 and 7t March , 2015 and

the resolution to adopt™ mls Re_Dorr was reached unanimously in a meeting

attended by a ma)omy Tho Members of the Committee Members. It is

our hope that thS eroxt wxlx guxoe and inform the House on the status of

sugar industry.

The Commitiee wishes to sincerely thank the Offices of the Speaker and the

C';l-"erkibr' tHe National Assembly for the support and.services extended to the

Mombers toe enable the Committee complete this report smoothly.

{"am graf.eful for the Members of the Committee whose support enabled

t

the Committee to accomplish this task. Special thanks to the secretariat for
their support at all times.
On behaif of the Committee, | now have the honour and pleasure o
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1.0 OVERVIEW OF THE SUGAR INDUSTRY IN KENYA

Historical Perspective

10.  Sugar cane was first introduced in Kenya in 1902 with the anL sugar factory
being set up at Miwani near Kisumu in 1922. Later in 1927, afother sugar
factory was set up at Ramisi in the coast province, rhe area where the
current Kwale International Sugar is located. ‘

11. After independence, the Government of Ke enya moved lO exPand sugar
through investments in sugar cane growing schemes: and e establishment of
more new sugar factories. These include Muhofoni Sugar Factory (MSF) in
1966, Chemelil Sugar Factory (CSF) in 1968, Mumias Sugar Company (MSC)
in 1973, Nzoia Sugar Company (’\IS 3}.in 19/8 and South Nyanza Sug gar

Company (SONY)-Awendo in 1979,
Cane Production, Quality and SUPPI_Y‘

2.  The total area under cane in., the country presently is 203,730 Ha,
comprismg 189,390 Ha. belongmg to out-growers and 14,340 Ha Nucleus
Estates (land owned/(easod by mills to grow cane). There are 300,000 cane

r

farmers, 4,500 o.,,_/v_:bllc“hvate large scale.

13. The, ouahty of cane as measured by pol % cane averages 12 compared
13. 5% in the® remon Pol % of cane dropped from a weighted average of
11.167n*2012 to 11.08 in 2013, due to cane harvested below 13 months.
however ‘there was an improvement in fibre % cane, from 17.18 to 17.01
durmo the period.

14 The average yield per Ha in Kenya is 60.5MT compared to the glubal
average of 63MT. Columbia produces 115 MT per Ha. Total cane supplied
for processing by mills in 2013 was 6,764.200 MT compared to 5,842 830
MT in 2012, representing a 15.77% increase,
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Mills Performanc
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20,

and Coniribution to GDP

Q]

Today. Kenva has eieven (11) operationea! sugar mills in the country, 1 to be
commissioned in Kwale (Kwale international Sugar Company) while 2 mills
(Muhoroni and Miwani) are under receivership. Ti

an annual production capacity of about 600,000MT of sugar against the

i

he 11 sugar factories have

annual domestic reguirements of 800,000MT, running a defict of
200,000MT. -

hr> ow'w mana

ed to achieve significant producL on'_
1980 ana 198t

(@]
(&
to meet domestic demand.
The combined installed current crush ,ng cap
about 29,990 MT of cane per day.
produce about 1 million
meet the domestic consumption capacity

O

7.5% of Ih e country's Gross Domestic
o}OF impact on the economies of Western Kenya
to a lesser extent, Rift Valley. The sugar sub-
sector is expe “’l y have a major impact on the economy cf Coast

egion orc g built in Kwale becomes operational.

Su .”Q:rod'fdcr%'o'h increased from 503,210 MT in 2012 to 599,070 MT in

2013 _as:a-result of increased cane supply and better recoveries. Recoveries

_imb’r@&)ed from Tonnes Cane/Tonnes Sugar (TC/TS) of 11.61 in 2012

11.29 in 2013. The Factory Time Efficiency (FTE) improved from 76.65% in

1
2012 to 79.98% in 2013. The Overall Time Efficiency (OTE) also rose from

0L LA

60.27% to 64.13%.{Annex VI)




sugar prices averaged Ksh 4,499 compared to Ksh 4.911 in 2012, \Wh olesaie
sugar prices ranged from Ksh 4,100 to Ksh 5. 800 ¢ {(mean Ksh 4,754) per 50-
kg bag in 2013 compared to Ksh 4,200 to Ksh 7.800 (mean K h 160) per

50-kg bag in 2012.

Cost of Production

22.  The average cost of producing one-ton of cane in Kenya is USD 22.5 while
that of the regions is as low as USD 13 per fon.  The average cost of
producing a ton of sugar in Kenya is USD 870 (or USD: /O@ exclunvo of
finance charges) compared to USD 350 in Malawi and usDh 4OO n Zambia,
Swaziland and Egypt and in USD 450 in Sudan. The COSL of producumﬂ in
Brazil is USD 300, up from USD 270 three ye rs ago.

National Sugar Consumption

23.  The average annual comumpnon o: SLUCI in Kenyo in the last six vears
(between 2008 and 2013), is approxxvma’(elv /87,320 metric tons. During
that period loca! sugar pxoducuon'}_amomteo to 3,173,850 MT while
imports amounted to 1,277 O7O MT Kenya exported a total of 63,585MT
during the period. -

Sugar Imports and exports

24.  In 2013, a 'olal or 237 640 metric tons of sugar were imported into the
country, which comp res closely with 238,590 MT imported in 2012. Cut
of Lhe-fé-TOta' H"“pOl’tS 44% constituted Brown/Mill White for direct
consum:pmow wh!le the balance was refined white sugar meant for

v a;'nUIacturmG Imports from the COMESA region were 106,810 MT. which

—reprpsems%é‘r_’io/o of total imports. The EAC supplied only 4,820 MT, which

ks reptesems 2% of total imports. The Average CIF Mombasa landed price

for sugar in 2013 was Ksh. 63,675/MT, which is about Ksh 3.950 per 50-kg
bag.

25.  Between the years 2006 and 2012, Mumias Sugar Company is said to have
exported unknown quantity of sugar to a number of countries in Africa
among them Democratic Republic of Congo, Ethiopia, Rwanda, Southern
Sudan, Uganda and in Furope exports were made to ltaly and the U¥. The

P e R e, %210w1 2 S s RS s Ty A T R T T A MR B e 2 e
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f sugar is unknown due to the fact that records availed to ine

Committee by MSC and KRA vary in Tonnage. (Annex i & )

/

26.  Kenya hes since 2002 been on COMESA safeguards t it take
measures to improve competitiveness ' inéiia%
safeguard period of one year was exien

DO! nen three

year extension was granted in 2004.
years extension in 2008 and two years in 2012.

vear ends in February 2015. During » a of
sugar to be imported into Kenya has be n'rai T to
eci to

350,000MT and any additional imports ab
a 5% tariif.

Privatization
27. All

.ac‘rories are ear*rarked for

private sector. }—’owev Pazha“nemary Dcpunm l Commlrroe on
Finance, Plonnmc and Tr'odzo passed a resolution on ch January, 2013
“that the p vatlzano -0f the public Sector Sugar Companies should be
postponec until®such a time when all legislation affecting the Agriculture
Sector: ,(sugar} and' the County Governments have been put in place”. In
order o l\:ck start the privatization process, the approvalof the
:-;.EDarhame raty Com"mteo on Finance, Planning and Trade is required.

Kenya Sugar Industry has the potential to generate up to 120 MW of
":'ﬁlecu:uw for export to the National grid without major invesimenis.
However, it is only Mumias Sugar Company that has divested into energy
production and is currently generating 38MW/ out of which 26 M\»./ is

exporied to the national grid. The rest of the factories generate electricity

for their own use but do not export to the national grid.




Farmers Problems

29. The problems facing cane farmers are acute and need a mulitude of
mitigation measures fo institute a radical shift in respect of industry policy

and legislative action to tame the trend of farming cane from collapse.

30.  The scenario is two-pronged with the cane farmer, on one hand producing
the raw material and on the other hand, the sugar mlll~rs who have tendzd
to hold the view that sugar farming is a business on their part and not to
the farmers. At the same time reforms in the sugar sub-sector have been
very slow. This has given room for scrupulous businessmen/wormen
engaging into imports and exports that ruin the local farmet atithe end.

31.  The problems of sugar sector reflect serious policy ﬂaws:a_nd inadequacies in
the relevant legislations governing the sugar sub- s'gctor It is.a pointer of a
selective implementation and lack of e ..o*fomev of rhe existing legislation,
that is, the Sugar Act (2001). :

Mr. Speaker, Sir,

32. Between the months of >epcember 2013 anc August 2014, the Committee
collected and collated VleWS 'nrom,nhe Sugarcane Millers and other
stakeholders deliberating ‘'on “the ‘issues raisedin committee sntiiwgs both
within and oufside Parhamenr'? The Committee also recelved memoranda
from associations of Sugaxcane farmers. Some of the Millers, interest parties
and other stakonoloers the. Committee met include the indusiry regulator -
Kenya Sugar BOcld (KSB) Murnias Sugar Company (MSC), Nzoia Sugar
Company (NSC) \X/esr Kenya Sugar Factory (WKSF), Butali Sugar Mills
(BSM), Nauowal “Environment Management Authority (NEMA), the
Inspector- General ‘of Police, (1G) the Kenya Ports Authority (KPA). the
Commvsmone{ General (CG) of the Kenya Revenue Authority (KRA), Kenya
Bureai. of Stahdards (KEBS), the Director General (DG) of the National
”‘"ImeHwénce-s Service (NIS), former Managing Director (MD)Mumias Sugar
Company' the Cabinet Secretary National Treasury, Cabinet Secretary for
-‘.Acrlcuirur Livestock and Fisheries, and, Western Development Initiative
Association (WEDIA).
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CHAPTER 2

FVIDENCE AND SUBMISSIONS FROM SUGAR COMPANIES AND OTHER

2.0
WITNESSES
2.1 Submissions by Western Development Initiative Association (WEDIA)
33. Appearing before the Committee on 16th Ocicber, 2013, WEDIA made the

an)

oliowing submissions: -

‘and ‘that it

(a) WEDIA was registered as an association
wand other

+

represents development interests of sugarcane. farr
C

tors in Western Kenya;

(b) It was among the first entities to . ra ¢
and was also at lhe fore-front in sLoppmg ""‘tempted disposal of

y (BSC);

the vyear 2000 after the

To-date,

(e)

conucc«ed stioabcane farmer but has since inception been buyin
(&) J (&)

cawo'from farmers contracted by other millers, hence promoting

(z)\/\/eq Kenya Sugar Faciory does not have cane development
., .":‘pIOU rammes for farmers but harvests cane from farmers in Wester
“Ken nva. The faciory has continued to buy cane from Busia Sugar Zone

(contracted by Mumias Sugar Company), Nzoia Sugar Zone and

Butali Sugar Mills farmers even when they (West Kenya) have no

coniracted farmers in those zones;
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(h) The presence of the weighbridge has led to disputes anc
among the surrounaing local communities/millers and at one pcint a
tractor transporting sugarcane for Nzoie Sugar Company was burnt
and six iractors belonging to West Kenya impounded by Nzoia Sugar
Company;

(i) Kenya Sugar Board has allowed West Kenya to operate in Weastern
Kenya despite the company failing to honour the licence isued to it
to construct a factory in Kimilili area of Bungoma County way back
in 2008;

(J) Kenya Sugar Board gave West Kenya a two-year’ reprieve under
questionable circumstances even after failing tc construct a factory in
Kimilili and continued harvesting cane-from farmers contracted by

other faciories:

(k)In some cases, cane is harvested l:y & enrs of West Kenya Sugar
Factory without the consent of rhe ovmers

2.2 Subrnissions by Management 'of Murﬁias S_-ugér Company (MSC)

34.  Appearing before the Committée on'29t October, 2013 the then Managing
Director of Mumias Sugar Company, Mr. Peter Kebati, submitted as follows:

(a) MSC \};a's est abh<h°d 40 years ago and is the largest ar producer
in. Kenya “and’ is currently an integrated factory with installed

' ‘:;capﬂac_i{ty_ p%:227O,OOO MT sugar plant, 38MW Co-generation Plant,
.22”'rﬁill'ion - litre Ethanol Distillery and 15 million - litre \Water

.. ‘Bottling Plant;

(b) The Company is listed on the Nairobi Stock Exchange and there are
over 145,000 shareholders including Kenyan investors and the
Covernment of Kenya which holds a 20% stake in the Cornpany,
pays approximately Kshs. 2.5 billicn in taxes and remits Kshs.

e

500,000 million to the Sugar Development Fund (SDF) annually:

P T e oy cor
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() MSC supporis a population of 2 million people directly and over 5

J

million indirectly and the Company has a workiorce of 1,896
permaneni employees and

workers:;

(d)  The Company operates an Qutgrowers Cane Deveiop'ﬂerx_ Scheme

within  Kakamega, Bungoma, Busia and Siaya
ends over Kshs 2.8 billion to provide
preparation, fertilizer/input supply, extension

and fransport to over 110,000 rar
(e)  MSC signs cane farming conirac mers committing

enable recovery of what the
Company has investe development expenses to

contracted farmers;.

tes fair, cornpormon in the sector and wants emerging

—~
-
~——

MSC appreci

vy and

sector and unless the

~~bi o an A dagicdarivus
poaly aii xg.5|_\|cuvc

‘onts, then the industry is headed for collapse as rightiully

‘2 observed by the Petitioners: There is urgent need to restore sanity

and the rule of law in the industry.

2.3 Submissions by Nzoia Sugar Company (NSC}

2 A 55 S a7 Ihafsis sha s S = Tth Nlasss TS 2 +hs AA=s T
35, Appearing before the Committee on 5% November 2013, the Managing
Niro- T - £ ot~ Siioga a ~— 1 i o £~ TN -
Director for Nzoia Sugar Company made the following suomissions;




(a)h was established in 1975 under the Company’s Act Cap 486 of
the Laws of Kenya with the Government as the majority shareholder
owning 938% shares while Fives Call Babcock (FCB) and Industrial

Development Bank ocwning the remaining:

(D) NSC serves over 67,000 farmers in the targer Bungoma, Kekamega.
Lugari, and Malava Districts;

(c) NSC produces sugar and supports cane produciion Lnrough the
provision of exiension services to farmers through ‘extensive
Company Nucleus Estate covering 3600ha;

(dYNSC  provides cane development ser'vicés mclud*m7 supply  of

fertilizers and provision of extension \ow.ces ‘to out- grower cane
farmers contracted Dy if; - N

(e) West Kenya was poaching caﬂol'rom farmers contractea by Nzoia
Sugar, Mumias Sugar and Buran >u factories;

(f)There were individuals:acting ‘as ‘¢ane poaching brokers based at

various points within:Bungoma“and Busia Counties:

(8) NSC sensitizes farifiers"on obligations of signed contracts with them
and other mlllers and campa igns against cane poaching;

(h) In 2008: I\SC SPL an anti-poaching unit comprising of NSC and the
K@nyv Po.lce O

Te

ITICEIS that used to monitor cane poachingand later

m 70 0 an ad hoc committee of the Board was set up to help

anage caﬂe poaching which was at an all time high;

'""-v;::(l)NSC Had instituted Court proceedings against West Kenya Sugar

rauorles (WKSF) in 2012 on the matter of cane poaching; and

(j)NSC has not been able to pay farmers in good time due to low sales
as a result of a depressed sugar market;

(k) NSC has lobbied the government not to allow cheap sugar into the
Country as it negatively affects sales, payment to farmers and other

obligations.
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36.

Submissions from Butali Sugar Mills (BSM)
Appearing before the Committee on 5% November 2013, the Managing
Director for BSM submitted as follows:-

(a) BSM was founded in 2010 by Sugarpower Consulting which is & consultancy
firm in engineering after securing a license to build a sugar mill from Kenya
Sugar Board (KSB). The firm has branches in India, Syria, Ma rmus Kenya,
Tanzania and Uganda was not aware of any poaching of cunc ahd no legal

action had been instituted against it in regard to cane p.ocmxng,

spect  contractual

(b) Kenya Sugar Board should come up with v gu'aJOs.s rf re
obligations on the parts of contracted farmers and rospgcme'n illers;

(c) The creation of too many weighbridges had‘contrit 1fed to cane poaching;

(d)West Kenya Sugar Company payssfarmers atftgr seven days.

(e) BSC received funding from~Ken¥Va Sugat Board for construction of weigh

bridges and cane develpp.me‘m’f[

() 2.5  Submissions by, enya Sugar Board (XSB)

(g) Appearing ber’é'if'e; he"Cormmittee on 7t Novenﬁber, 2013 and 28th March

2014, the:Kenya s’"qgar Board made the following submissions:

hed by an Act of P

in f _____nc'r"i"on of regulating and facilitating grow
in, the ‘country. The Sugar Act 2001 is subje
cornmencernent of the Crops Act, 20

T AFFAACt, 2013;

(h) KS

arliament, the Sugar Act O
} :
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(i) KSB is charged with the ro! g regulations to guide the sugar

( D
— O
ey
Q.
m
<
N
©
TQ
=)
Q
ro
Uu

sub-sector and the issuance of i"ﬁ'nce< to import or export sugar and sugar
by-products and manages jointly with the KR/—\ any restrictions on imports
and exports of sugar and sugar Dy-products;




e main sugarcane poacher in

ted West Kenya Sugar Faciory
e o neighbouring millers:

in
‘estern Ke*ry'a and had re fro

as
ived compiaints

()

(I) KSB identified Kenafric Industries as one of the manufacturers that

repackage imported industrial sugar in locally manufactured branded sugar
packages for sale as table sugar;

(im) KSB issues licenses for impo*‘taiion and the role of vernymg qucm\/
quantities and values as specified in the KSB permit rests with KEBsand ¥
before the consignments are released into the market;

(n) That K$B issued the licence to import 10,000 MTs.of sugar in O to MSC
and it was unprocedural for the Permit to have been Used by:a Third Party,
Dantes Peak Ltd since the permit was non transferable; (Annex 1)

(o) While it was the resolution of the } linis tries o: 'Ag(i'cu-l‘turo and Finance to
allow millers to import sugar, there WEIG no jlistifiable reasons for Mumias
Sugar Company to import the 10 r‘OO f\/\Ts from Kenana Sugar Company
from Sudan in 2012; ¥ '

(p)KSB was tracking some ]4 comamors “of imported sugar that had been
traced to Nairobi, a consnﬁnmem of sugar where no documents for its
release could be traced in’ "KRA and KPA yet KSB had not llcmcec ts
importations. Each co"ﬁramer carries 21-25 tones totalling to 301,000 metric
tons for the 14 contamers wihich translates into 6020 (50kg) bags wor'h of
Kshs. 24 rmlhon

(g) That KSB Ene@ds to be empowered with investigatory and prosecutorial
powers mependem of Kenya Police and KRA in terms of sugar imports
and transit.sugar;

(r) If 'r__h"é"’re was sugar from India being traded in the Kenyan market, KSR
. submiifted that it had not licenced the importation of table sugar from India
in:ihe last five years; and

(s) KSB has weak surveillance capacity and therefore it cannot effectively
handle the issue of sugar smuggling through our porous borders: and KSE
had been informed that Rising Star Commodities Ltd was repackaging
imported sugar in its go-downs in Mombasa in Mumias Sugar Company
branded bags and selling it as locally manufactured sugar.

O

EETLTETR Y

Repoitof tn2 Depay

in kK




Submission by West Kenya Sugar Factory (MVWKSE]

- - g b L~ 1 + N - re o) == NAi=mnma ~g
.ppearing before the Committee on 5% Novemnber 2013, the Managing
{ \Vincr W T [ TUTRL: | B A
or West Kenva Sugar ractory suomittea as roliows:-

(a) West Kenya Sugar Factory was the second largest Miller in Kenya and
had grown from 500 Tons Crushed Daily (TCD) in 1979 to its current

1

crushing capacity of 5000 TCD and emplo

r

from indirect employment to harvesters, loa

(b) Until 2005 when the Kenya Sugar Board Butali Sugar Mil
Limited in controversial circurnsta eg:stmb millers

sourced cane from their clearly dei ach miller
was able to invest in cane develc within their respeciive

zones;

When Kenya Sugar " Butali Sugar Mill Limited and

me of free competition in a

(d) A miller who buys car e nom a farmer in an area presumed to belong

to another: i : be deemed as either stealing or poaching

=

(e) Tl

he cane on his farm;

(f)l:.” est Kenya Sugar denied it was engaged in cane poaching activities

and had taken legal action against the Ministry of Agriculture and the
.f
83

Kenya Sugar Board and Buiali Sugar Mills Limited on the licensing o

wl why = = cF marcTiN T - s | vooiadi Py
the mill against existing laws and reguiations;

et o S — o ed o B g peseborry Koo = 5 AR A Edaas Pl on
(o} The sugarcane crisis iy weasiarm Renvya was 04easionea oy ng ]iC:l!SlﬂE
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{(h) West Kenya Sugar Company pays farmers after seven days with
competitive prices and it chargers them a flat rate of Kshs.390 per ton
irrespective of the distance with the option o
transport; and

(i) West Kenya Sugar Company operated with the involvement of local

communities, the provincial and County adminisiration  and

champions the rights of farmers as regards correct tonnage, better
prices, prompt payments and efficient exiension services.

2.7 Submission by the Former Managing Director M‘SC Dr.-Evans Kide

87, Appearing before the Committee on 19t May 2014, the Former Managin ng
Director for Mumias Sugar Company, made the: 1ol|@wm0 submissions:-

(a) That between the years - 2@06 awd 40[2 MSC exported sugar to
Ethiopia, Uganda, Suda“l Dewxocrauc Republic of Congo (DRC) and
Rwanda and the EU espeaal‘y haly and United Kingdom:;

(b) That he did pot have any‘documents to corroborate his submissions
but that he behoved the current management should furnish the

CO“wrmrteo wnh Lhe necessary documents available on the exports:

(c) T hal dumg ihis tenure at MSC, the company was making good

pronts paymo farmers in good time and even the value of its shares
Tat Lhe Nairobi Stock Ex change was reasonable

2.8 \ubr'nfsxon by the Director General — National Environment Management
Authorny (NEMA)

38.  Appearing before the Committee on 7th November, 2013, the Director
General for NEMA made the following submissions:
(a) That National Environment Management Authority (INEMA), was
established under the Envircnmental Man nagement and Co-ordination
Act No. 8 of 1999 (EMCA) a5 the Drincipa?
Repoitof the Departmental Commitiee on Agriculture, Livestozk and




Covernment for the implementation of all policies relating to

envircnment;

(b) That the was mandated Authority to exercise general supervision and

,.

coordination over all matters relating to the environment and fo be
the principal instrument of the Government of Kenya in the

implementation of all policies relating to the environment;

(c) That the role of NEMA in the establisnment
Tangakona in Busia Coun'ry W

environmental management activ

West Kenya Sugar Factory (wi\SF);

(d) That due diligence environmental asse ¢ as done on the
land at Tangakona in Busia Couni‘_y" port issued to West
Kenya Suga h-thetinten development on

the said land;

(e) That NEMA is not involye of Permits or Licences:for

trade;

ed insthe issuance

(f) NEMA also es*abhshes reviews land use guidelines, examines lan

.mme ‘their impact on the quality and quantity of

use pat(erws_lo_aore
natural resomce< ana camcs out surveys, which assist in the proper

anacem' ﬂ( cﬂd ccnsequuow of the environment.

2.9 Submission By Comm sidher General — Kenya Revenue Authority (KRA)

ofdre the Committee on 24t April, 2014, the Commissioner

‘General.of KRA made the following submissions:

(&) KRA was established by an Act of Parliament, Chapter 469 of the Laws
of Kenya, which became effective on ¢ July 1995. was aware of the

1

oresence of contraband sugar in the country, which had seriously

D)

ffected the local industry;

(b)Y KRA was aware Mumias Sugar

Company imported 10,000 MT of
3 -

: & g5 3 . I aabiy Aall e et Sl W b} Bilees 1 oyl
ar in 2012 through a third party catiea Danies Peak Limited and




that Mumias paid all the duty for th
in 2013: (Annex 1V
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(c) The Commissioner-General acmitted that KRA did not have the

modities impaoried but does

(d) The Commissioner-General was aware Mumias Sugéf Company
exported sugar to various countries between 2006 and. 2012 but was
not in a position to confirm if the sugar had indeed left the. coumxy as
that would require confirmation from border officers and counterparts
In countries of destinations: *. #

(e) The Commissioner-General said if indae lh@ sugar never left th
country then Mumias Sugar Co___mpahy is duty bound to pay the
equivalent of Value Added Ta__x*(&’Aﬁ;,exemmed;

—~
—t

S

(f) KRA does not have m'raswu:uxe st all borders of our country
especially in Eastern- aﬂO Norm “Eastern where smuggling is rampant
but they have formied a. '@mr team with the Kenya Police Service and
the Kenya Sugar Boalarp address the issue of illegal sugar entering the
Country unreéu><:’;"Té:'8;~-.a‘r)_gj—fiunfaxed;

(g) SLgar rﬂporrs'lmo Kewva is restricted under the 27 Schedule Part B (M
of rhe East "Amcan Community Customs Management Act of 2004
whorc any lmpom into Kenya must therefore first get approval from
Ke'\ya Sugar Board through a non-transferable Permit containing

""!ls of ’fhe lmporter Lo.maob, origin of sugar and other relevant

“(h) The revenue or duty collected and paid is determined by the type of
sugar whether it is industrial or ta b le sugar and also the origin of the

sugar. Sugar from COMESA region are exempied from duty while
non-COMESA sugar attracts 100% duty;

ot ne it e - - .- i PTITO EETITOTE PP PN
entzr Commiiies on Aginculture, Livesiofy ang o
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of non-compliance of The Mumias >ugar Company sugar import o
10,000 MT of 2012 was detected leading to a delay in clearance:

pury

(j) In 2011 KRA noted increased importation of Indusirial sugar from
‘oypt as a result of which joint investigations were cond lucted that
revealed most of the said sugars were trans-shipments from Brazil.
Thereafter, KRA in consultation with KSB implemented restrictions
on Industrial Sugar imports from Egypt by imposing 109{9’5;_{_1,1?‘;/ as is the
case with non-COMESA imports;

one in point is that of Matt Inter
KRA's decision to impose 10% duty on i
Fgypt (the matter was still pending i PCe

2.10 Submissions by Kenya Ports Authority (KPA)

128

;,_andle inbound and outbound cargo once they

*el"__\/am authorities;

(c) t\DA-waxvod‘ a toral of 15 million shillings in demurrage charges that
accrLe ¢ fo lowin g delay of clearance the cargo ai fter anomalies were

‘@e eaed by KRA and the interventions of Mumias Sugar Company

;’ccopteo

d) KPA works in collaboration with KRA and KSB in monitoring the flow

of sugar through the port.

—h

Submissions by the Inspector General of Police {IC)

N
—~t




(a) National Police Service was established by Act of Parliament and
mandated to enforce the law which includes surveillance of all goods.
éndudmg sugar, entering or being traded within but some borders are

nswe porous and scme areas i may Not be manne a;

(b}' he Kenya Police Service, Immigration Department, Kenyza Revenue
hority, Kenya Ports Authoriw and Kenya Airports Authority work
!

fogether in manning the borders and to ensurethat the neceéssary taxes
and duties are paid; | ‘

(c) The Kenya Police escorts all the transit goods including sugar and
ensure that KRA's main interest (tax) is paid-and all other laws are
adhered to; T

(d) The Kenya police has r“\anaged'fb*arros't and prosecute suspects in
sugar smuggling although on n couns release the suspects, especially

cases concerning sugar rHrOUOH Klsmavu and Kenya's border with
Somalia; Tad

(e) Legislation regulatxmj the sugar industry is very weak and there is need
for strenOIhemnG it '

(f) The Nauona( Pollce Service does not proteci criminals and is not
awatre of a ware house in Mombasa that is protected by police where
even Kenya Sugar Board personnel denied access to the premises but
promlsed to investigate the matter following complaints from the

Pr_lnglpal Secretary Departrment of Agriculiure and report to this

--Q'rﬁ;'mittee;

":fég) The IG acknowledged that some police Officers had lost their lives
while tackling contraband sugar which somehow abets insecurity
terrorism in the country since all entries are not ascertained that it is
Sugar;

(h) The IG acknowledged that the capacity in terms of resources is lacking

at our borders and that there is need to develop a policy where a

AT T T A T ST S e T e o T T A AT TN R T S YA T R ST Sa e ML T A R I P R R PRy

ena! Committee on Agricul




pamculaz Officer can serve at a station for only three years per
station;
(iy Officers are regularly appraised on the reguired documentation for

importation of any goods in to the couniry, however the Service was

ealing with isolated cases of integrity among the Officers as and
when they arise;

(j) The Kenya Police Service had signea’ greﬁme’u mem¢

6 establish anti-

yrancum with

K~r'y> Sugar Board and Kenya Revenus
muggling unit to deal with cases of smugg

(k) The Kenya Police Service has been unae Jdong time but
there is noted improvement in the

Service;

Police Oifficers

0

are

"""hcieg at the border points need to

5‘ ssues and an mwoona'u aspe ect of

212 Submlssr_ons by. Kcnya Bureau of Standards {(KEBS)

41,7 f\ppoalmc before the Commitiee on 140 May, 2014 the Managing Director
for l\enya Bureau of Standards submitted as follow: -
n July 1974 under

services including
ting, Measurement




Ing into the country on request and
the same by Kenya Poris Authority and Kenya
Revenue Authority;

~~
()

Stnce 2012, seven consignments of sugar had been recommended for
cestruction by KEBS and other government agencies for non-
conformance to quslity specifications and KEBs is arnong the state
agencies charged with destruction of goods that do notsconform to
the standard s;

(d) KEBS was aware of the impounding of a consighment ‘of, sué‘ar that

had been imported by Mumias Sugar Company "él'rhdﬁjghu‘ghe IDF was

reading Dantes Peak Limited;

i £

(e) KEBS was facing the challenge of ~determining, the importers of
industrial sugar meant for manufacturing bit which was * being
repacked for domestic cor\.sump_'{.i"dhaa_gainst_‘_‘the regulations;

(f) KEBS does not have ups eqdlpmens and infrastructure for

analysis of various com“nocmos imported and exported.KEBS also

lacks capacity for emor er’aex.r of*standards and market surveillance
and therefore cannct cope with demands like single window and 24
hour operatlons_ a--l the pormo: clearance or entry/exit.

2.13 Submissicns by: Manademenr a'na Board of Directors for Mumias Sugar
Company g

42, Appear"'i%'d:='=bé%®re'-“i'he Committee on 27t May, 12t june, 10t july and 17t

July 2014“ ’fhe Board of Directors of Mumias Sugar Comoany submitted as

'Z (a"j TH’e Board and management were aware that the Company exported
sugar to several European and African countries between 2006 and
2012 and concerns that the sugar may not have left the country ang
that revenue in the form of VAT payable could have been lost;

(b) The Board and management were also aware that certain information
regarding the exports was missing from the Company's records anc

romised 1o institute forensic audit of all MSC exports in view of the
P!
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fact that some of the key managers had since left the Company and
would report the findings to this Committee
{(cj The Company was in a crisis as a result of serious management short
\ &>

fallings and the company was unable to meet its obligations including
payment to farmers;

(d)The Company waeas on a restructuring process to address serious

managemen‘r bottienecks and disciplinary measures hddsbeen taken
gainst some managers following the :"indings of the;; i&:audit on

sugar imports and other management shorifalls

(e) The Board and management were noi 'u("v d_.n ThL decision to
import the consignment of the 10,000 Mi of suG r 172012 and there
¢ same and undertook o

was an on-going Board lﬂVESTlch!Oﬂ:uuQ n

submit the outcome of the investigati ne Committee within
The Board had .dske

accounts money from the im

two months. investigate into whose
' ’;he fnﬂ KPMG report would also

{ary loss MSC incurred through

shed light on exactly ho

fraudulent activities.

by

Audit KPMG on sugar

the‘ Forensic

(f) The

mitted that it was having challenges from neighbouring
had taken advantage of delay in paymenis for

chno bv MSC to poach cane from its contracted farmers.

. (h) The Board admitted that there was massive corruption and lack of ciea
management direction in MSC in the past, to this effect some officers had

been sent home pending investigation; and
(iy The Board also affirmed that there were reforms going on at MSC o
clean the mess and also to recover the money iost. The company did no

In oy - -y E oSt i A e -3 a3 P | = - ! ) s o
have an infernal Audit Departrment and the Chairman promised to have a
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the National Intelligence Services
(N1S)

43, Appearin g bEIOIE the Committee on 10% July, 2014, the Direcior General of
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(2) That the function of NIS was to gather intelligence and cornpile

reports on the same for action by the relevant authorities;
(b) That NIS has no prosecutorial powers;

(c) The sugar industry was crippled by among other issues, high
cost of production and obsolete technology- hence Kenya was a
very lucrative market for the commodity and#that has been a

atalyst for sugar smuggling in 'rhe _Cbu_m‘fry._;_

44.  The Committee expressed dissppoiniment over- 1/7@ information presented
by the Director General and //’)TO/ med /7/m that Kenyans had very high
expectations of his office. Tho DG ex p/eﬂed his appreciation of the
Committee’s need to deal w;:/if:-/? the sugar issue and requested that the

Committee details our thé”

inforrmation they required from him and he
would respond within two .__g}i)eékf.

45 The Committee. ﬂcced@d ro /7/5 request and outlined the required

information as. 'O//OW5 -

(a) Provide /_jnfc')mﬁér‘/on on illegal sugar importation, exporiation and
smuggling:

#(b) Provide the name of the iilegal importers and smugglers and

their local pariners within and outside government Institutions;

‘(c) Provide information in the custody of National Intelligence Service
if any concerning smuggling of sugar into the Couniry through
Kismayu and along Kenya's border with Somalia;

(d)The names of companies, traders, dealers, itransporters and any

other persons involved in the alleged sugar exports by Mumiss

¢ e amA I - e i
)L/g&?f COfTipB/?}f o A'C)’”')r/c/ countries and in 23 ficular owners O
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the frucks that ferried the sugar for export from Mumias Sugar

imstances under which sugar meant for indusirial use

N
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ended up being used as lable sugar and the persons involved in
the repackaging of the sugar for domestic consumption.

A letter detailing the above was sent for action however this has no been done fo

a) The CS confirmed
party.

a IhHG party, The con_lgnr ent fook 6 days io be cleared by KPA due to
tracted penalty of 8.8 million payable tc KRA

ﬁmhons to KPA.

clarification issues: an c"'"

ed that the permit transfer to a third party

)The <1xA official clarified to the members that the import license issued to
l‘M~<C cannor Be used more than once as it shuts down when the system

,-hp consignment name and code.

+

‘he. CS confirmed that Mumias Sugar exports were done from 2006 to
2012 and that there were no exports done in the year 2013

~

f) The CS assured the members of his commitment to brief them on

—_
=
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rivatization of sugar secior and proposed for a joint meeting for th

inance.
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2.16  Submissions by the Cabinet Secretary Ministry of Agriculture, Livesiock and

Fisheries
4/. Appearing before the Commitiee on Tuesday 9% September, 2014, the

o'ziox-x-'“g submissions on the status of the sugar

Cebinet Secretary made the
sector in the country and other rnatters affecting the indusir,

48.  Ori the Status of the Sugar Sector in Kenya the Cabinet Secretary informed that: -

(a) The sugar subsector plays a major role in the Kenyan economy and
was a source of income for millions of citizens.. i}“e Country was
proaucing about 600,000 MT of sugar against the anriual domestic
requirements of 800,000 MT, rurmrnG a der’ cit of about 200,000
MT.

(b) There were 11 operational sugar mills in ‘the country, 1 additicnal
new mill was to be commissioned i K\umc while 2 other mills
(Muhoroni/Miwani) were under receivership.

(c) The combined instailed crushing capacity of operational mills was
about 25,990 MT of“cane per day. The current capacity was
sufficient to produce about 1 million tonnesof sugar per annum.
The target was to expand this capacity to approximately 50,000
MT in order to produce 1,350,000 MT to make Kenya a sugar
surplus producer

(d) The sugar closinc's'toc‘r/s held by the factories at the start of the year
2013/14-was Bt727,392 MT up from 19,205 MT at

the
2012/b The stock level increased to a high of 42,845 MT in
lrebrcary 2014 against t optimal level of 3,000 MT.

(e) The Mmlsuy embarked on a strategy to decrease the sugar stock to
“aniacceptable level of 8,478 MT, which was achieved by 20th
Aligust 2014,

(f) The increased sugar stock was attributed to:

(g) Sustained high sugar production;

(h) Carrying forward huge stocks from the previous year:

(i) Surplus balances in the world market and depressed prices; and

(1) Increased presenc
our high cost of produ

ar in the country attracted by

Crizis Facing the Sugar Industry
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(k) The Kenya Sugar Industry has the potential to generate up to 120

MW/ of eleciricity for export to the National grid without major
vestments. mowever, it is only Mumias Sugar Company that is
currently g‘El:z&xF‘ EMV/ out of which 26 MW is exported to
he Naticn a grid. The rest of the factories generate electricity for
their own use but do not export to the national grid.

All 5 Government owned sugar factories are earmarked for
privatization program. The Program received Cabinet ‘approval in
2008 and debt writes off has been approved by, parnamem as a
precursor to Covernment divestiture. This aims ati,

—
~—

(m}  Transforming the industry towards con

aind

{(n}injection of the required fresh capii'al.

(0) The Parliamentary Departmental COEan—. e¢’on Finance, Planning
and Trade passed a resolugioniton St January, 2013 “that the
privatization of the D\.lbnr”"“"ec‘or Sugar Companies should be
postponed until such, ”"_zme when all legislation affecting the
Agriculture Sector (sagar) and, the Coumy Governments have been
put in place”, In“order i"'*l\lcx start the privatization process, the

Parliamentary. . Com**mrne “on Finance, Planning. and Trade

approval is chLued

On the Choher\ges rech ine Industry the CS submitted as follows: -

Low pr dudi"\:.{}__i.jy._;and high cost of sugar production

-

y a number of factors that include the following
« Deteriorating soil fertility;
= Low adoption of high vielding sugar cane varieties;

i

) = B B P A
e rOOI agronomic pracuices;




(b)

¢ |nsufficient and unsustainable technical su ipport o out-growers;

« Frequent cane shortages which lead to immature cane;

D_

« The high a :i rising cost of inputs such as diesel, importe
fertilizers and machinery:

e High harvesting and transport cosis;

o rcane is ercwn by sm older farmers Under rain-fed
Sugarcane is gro by small holder farmers un ain-fed
conditions; - o

= Poor roads within the cane catchment aréas;
« lack of sufficient finance for Government owned sugar
factories to “b%éita're the machineries;

¢ Length of cane harvesﬁng%’ﬁd milling time; and

Ll

m
Lack of capacity to- L.Lll e the by-products for ethanol and
power generation.. '

Hllegal sugar imports

That the high presence of Hlegal imports earlier in the year saw the indusiry
continue to experlence stock . pBiles and declining ex-factory prices of sugar.
The Un-customed sugar mporrs were re-packaged into local bags to conceal
identity and evade the” sutveillance network. In the period January to July
2014 the market had experienced declining sugar prices to a low of Kshs.3,
200 for.a 50 kg bag against an average industry break-even of Kshs.3, 800
Dushmdoown cane prices to lows of Kshs.3,000 per ton.

Intra Re"'i'gi__g"fnal Trade

—hai' rhls was especially for net deficit sugar countries that exported

sub,tanrxal amounts o©f sugar to partner states with disregard and /Jor
compromise or laxity in the enforcement of the Rules of Origin. Egypt for
example, despite being a net importer, is a significant supplier of sugar to
Kenya.
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(a) Cost Reduction and Increased Productivity Measures

52.

+ho

The C§ gave the following recommendations on how to sireamiine the
Industry

The Cabinet Secretary toid the Committee that to mmsza e these rhai!enge ,
the foliowing strategies were recommended and the Ministry had initiated a
number of them with a view to streamlining the }\eny sugar sector as
follows:

Diversified produci bas

All new investments for setting up sugar faci‘orios ﬁ"_JS
revenue stream beyond sugar when applying for registr
mills will be required to provide a road map:to wcrds oxpandMC their
product base beyond sugar within the next’ 5, vecrs This will provide a
transition from the single revenue stream, wmc comn' butes heavily to the
industries un-competitiveness. '

Bulk procurement of inputs and;’

The cost of inputs wnll be ICCI through bulk procurement of high spend
items such as remh/ ano.__ m machinery (tractors); a process that has
already been put ot ion. 71115 will be implemented within the next 2

rmonths.

Moder nization of fégfuj/ rcchnolog

b

e A
at can see Minisiry fast track the stalled Privati
’ o<:ror owned sugar mills. This will contribute quite significantly to
the: lonu term revitalization of the industry by way of ‘injection of much

“'nveaoc capital estimated at Kshs 58billion to address the industry

productivity challenge which may include Public Private Partnerships,

auctions or private treaties with willing investors. This should be done by
March, 2015.




t from economies of scaie, planned cane de evelopmeni/harvesting and
mecl“a nization in the future. This should be done by December 2016

Payment System

(Wal

5. The industry must shift from the payment systemn based on weight to one
based on quality. Remuneration that rewards efficiency and penalizes
ineificiency to be adopted by the entire indusiry by December 2016 .The
systern will improve efficiency as it will remunerate based on gualit

Development of a seed cane policy

=R

56. This will guide the industry in the deve elopment anc af*optlon of high
yieiding, early maturing and disease resistant certified seed: .cane of relevant
arieties. This policy is targeted to be in place i by June 2015
Sugar production and consumption
57.  In order to validate our statistics on rho national sngal demand and supply,

an independent study will be mderraken by 30th December 2014 to
confirm the updated status™ based on.. chaﬂged fundamentals such as
population anad produmon C'IOVuLh '

Improvement/ Man_agement’ o_f roads infrastructure

58.  This will be done to. ~1couagp collaborative management of infrastructure
in the sugar belt. mct \wH :enhance the impact of the available pool of funds
to the sugar value: chaif within the various agencies in the sugar belt.

(b)Intra Regi"oﬁal T.r'acie.and Rules of Origin

59. :There is-anzurgent need for verification missions to deficit countries which
r*ave hlcn ‘export history to satisfy awhenucnty and the harmonization of
edulalory/cdmmlsrmuve processes within the trading blocks. A case should

be put forward for the establishment of competent authorities in respective
partner states for purposes of liaison on sugar matters. This specifically
applies to UGancla and Rwanda who do not have regulatory bodies’ specific
to the sugar sector. Kenya and Tanzania have in place such authorities
making coliaboration and administration smoother. This should be done by
30th October 2014.

T BT e N R AR T B S e AT M ST AR A T DDA

he Denartment :'._',:, ez on Agricuiiy




(c) Single Customs Territory

60. On the impact of the Single Customs Territory (SCT), a position paper
seeking an amendment to exclude sugar based on its unigue challenges wil:
be subrnitted immediately

61 [n the moar‘ﬂmm Agriculture, Fisheries and Food Authority
collaboraticn with Kenya Revenue Autnority station o,‘r
partner states and in Mombasa to ensure the <ectors’ in

(d) Un-customed Sugar Imports

Ban on Sugar Auctions SoEE :
62. It is recommended that instead of auctioning "IIDOUﬂchd un- CUSLO-—T‘.L‘O sugar
imports, it should be destroyed publicly and, to cvo'd conflict of interest,
Sugar Millers/Manufacturers should not bg allowe \o import sugar from
now on given the Mumias and Chernel >fp¥r1 sice. This should be
implemented immediately.

Single Desk Marketing and Distribution ofiSugar

63. Replacement of dedicai'Cd'f:f’aEfory" listribution networks with a Single Desk
Marketing arrangement’ that Uil minimize costs of marketing and unfair
trade practices pamculag!y among the poorly performing state owned mills
should be done.sThis. A 1:H mmoato the duphca ion on hg} individua
publicity and ma
milling of sus;_ e activities such as ethan ol production and
manufacturing of Speoahv velue added products. This should be done with
immediate effect.

L

gency surveillance and enforcement unit.

a permanent inter-agency surveillance and enforcement
S
T

1 i o . Ve ol
he Direcior Ceneral of AFFA

" trade that reports directly
Sugar Directorate, KFbS P blic Health, Kenya Revenus
Po.ice. This should be cone immed

iately.

-
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CTHAPTER 3

3.0 FINDINGS OF THHE COMMITTEE
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66.

68. -

Mr. Speaker,

The committee investigaiions which, included site visits to the various areas
of interest to the Sub-Comrittee terms of reference came up with the
following findings.

Presence of Cheap and Unregulated Sugar in the Local Matket

The Committee’s investigations established that a huge quantity of sugar
enters the Kenya market unregulated and Lnraxeo in -mo last six years, the
country has consumed approximately 335 OOO MT (KQS’ statistics) of sugar,
either illegal or meant for industrial manu:actu'mg The sugar is re-
packaged by unscrupulous business: pebple i packages similar to those used
by local millers which, is against regular ions governing food products. Apart
from such sugar not mLetmO the . Kewyﬂ Bureau of Standards (KEBS)
specifications for domestic: consu*)pnon ‘the government loses in terms of
taxes. . :

The illegal lmporrauor\ of su ar has led to the ﬂoocmg of sugar in the local

market which - '18< causeo 'ﬁark& distortions resuiting in unfair price
competition to 1he dnsadvanraoe of local sugar millers and cane farmers.
The unfair, compermow has led to low sales by the millers hence farmers

Lannot._.-pfzompﬂype paid for their cane deliveries.

‘r IS Oood {o note that, despite Parliament in 2001 passing the Sugar Act

n mber 10 of 2001 which outlined well the requirernents for licensing of

"*-‘-sugar millers and the functions of the Kenya Sugar Board, illegal and

uhregulated sugar imports still poses a major threat to the Sugar sector.

3.2 INDUSTRY CHALLENGES

T R ST T YR TR

tof the Departmental Cominimes o0 Agricuite o, Livesiock and Co-operatives c

Sugar indusiry
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(d) Corruption and impunity;
(e) Lack of capital to modernise and automate the mills;

P . - P S
(f) Fast decreasing land sizes an
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{(g) Failure by the re

secior.

Cane Poaching )
Tradi'ﬁonalzy, the Kenyan cane growing mode

h s__opera ed on an out-

growers mode! whereby farmers are stipportedito grow cane on their farms

and in turn they are expected to!supply thé:cane to the millers who have

provided cane development whlch inelude land preparation, supply of

seed cane, supply of fertilizer: farmer extension services, harvesting and

transport of the cane to,the millers where the cost will be recovered.

n practice, de\i_’—*’looiﬁen"‘ of own cane by millers, commonly known as

Nucleus Estate as \,/eH as coniracted farmers was a precondition for licensing

of c__ané"'m-iHé"’if T,ms precondmon is no longer adhered to, thereby creating

“rh'e..c&rren “wrangles in the cane zones as the new millers who have been
hcenwd"oo'noi have enough cane to run their factory capacities. Further,
e hose m)HPrc have encroached on contracied cane already established by

ex:srlr-c millers

Car poaching has led to conflicts among surrounding = local
communities/millers,  a case in point is the incident in Tangakona
\jeégimnoge wherg fraciors iransporting cane to Nzoia Sugar Company
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/3. The genesis of cane poaching is atlributed to weak regulations regardin

oQ

Q
(D

licensing of new factories and tc honour coniractual agreements by

both the millers and

High Cost of Production

/4. Kenya is ranked among the countries with the h»vHeﬂ ’cosi‘ OT Sugar
production in the world. which makes it an attractive desti TlOﬂ for both
legal ana illegal imports. “While the cost of procucnow ins the region is
about USD 415 per metric tonne of sugar, thecos; of prgduc‘rion in Kenvya is
well in excess of USD 5350 per M F. This_ﬂ high cost of production is
attributed to the following; ‘

(a)  Poor agronomic practices in the sugar growing zones;
(b)  High cost of inputs and“old machinery at farm and factory
levels;
(c)  Deteriprating soil ;fé'rt‘-‘ility;
(d) Use }(3€§z¢yieAI:c__.ii.ﬁg*;ugarcane varieties;
(e) Reliéh_ce._(')__q}'airn—fed farming;
() | - Small ano uneconomic land sizes;
(g) . Unsunaumble techinical support to out-growers;
Poor road infrastructure and high transport costs; and
: Low by-product utilization.
He__avik Indebtedness
75.  All publicowned mills are heavily indebted and lack the capital required to

expand, modernise and automate the factories for the required efficiencies

and economies of scale. At the moment, five public-owned mills are

3 the ! epartmenial Commities on




having a debt of Shs 37 hillion, Miwani Sugar Company (in receivership)

Ksh 28 biliion, Muhoroni Sugar Company (in receivership) Ksh 27 billion,

Chemelil Sugar Company Ksh 5 billion and South Nyanza Sugar Company

&

r

Ksh 3 billion. The money is cwed to the Government of Kenya, suppliers,

banks, Kenya Sugar Board and farmers for cane deliveries.

D

imprudent business decision, Corruption, Impunity and Fraud -

76.  The mills have engaged in a number of projects and pro

urned Out be elther misacventures or ones with.

low ratesof
Mumias Sugar Company’s investment

and Nzoia Sugar Company's purchase

lost in the process.

the concept of dlsm‘)u eship: in sugar sales has become a major case of

corruption and- 1m'wni" ne engagement of mills in regional sugar exports

pvpr'?,/ﬁ/no ihe KRA ,Q ort (Annex l/} oy} (/7 _\quf
__j\*po ris by MSC, there is glaring discrepancies on the volumes on
v “C'Uc:/ exporied sugar as provided in the Simba Systern eniries and the

..'ls'z;/mna/'y of exports erifries submitied 1o the Commitiee by MSC in

the detailed submissions on company (Exporier) basis {(Annex Il & 111,

nian

Nt is where one Nesredin Mohaimed /6'7 Fih /L/m_.-

P AE
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Imporier; wirole o NiSC reguesting to OF allowea eXpCH
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5,000MT o sugair fo Einiopie. Information received from i
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80.

AT 2 AR TR SR RN LRI TR ST A T T,

inaicates that 5
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individual companies totzi to 30,204.37 MT. However figures from KRA

incicated that MSC had export entries amounting 71,272.58MT (Annex V),

Further, KRA confirmed that only 8,133 MT were expon‘ed as per entries i

Simba System and therefore there is no evidence of exportsof the remin
sugar volumes estimated at 63,139.58 MT uu'hich:ftran'siai‘es ?,_o"'Ks*. :
681,516.70 (Annex V), | |

Further, the registration certificates provided: iby “MSC  have varied
information. For instance, Mid Africa: Commodi‘ﬁ_és and Mega laser are
importer from South Sudan when ffie certificates indicate the firms are
registered to operate in Kz«amegaand Malaba Border respeciively (Annex
0 L

The Board of Direci'or-; of MSC instituted a forensic audit on the sugar
exports and impca,: T‘m audvt was undertaken by KPMG audit firm and
the Cominiti'eé':‘rece1:»'ed the Draﬁ Factual Finding Report” from KPMG on
19th Dece“ﬁbor 201.4 (Annex V).

._‘

Low" Prooucﬁv;fv

"'Th' torc!,_crea under cane in the couniry presently is 203,730 Ha,

Hsmg 189,390 Ha belonging to ouf-growers and 14,340 Ha Nucleus
Fstates (land owned/leased by mills to grow cane). There are 300,000 cane

farmers. 4.500 of which are large scale.

The average vield per Ha in Kenya is 60.5MT7T compared io the global
o 7 ¢

i [ 1 i B I
cane supplied fg y mills in 2013 wa
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Bepairomenia! Commitiec g/ v, Livestock and Co-operatives on the Coris B




(a) high cost of fertilizer

(b) application of inappropriate fertilizer combinations leading to

acidic soils

¢) use of inappropriate heavy machinery Iead.?"no fo ?'d'esh'u'c'ﬁon of

7

cane stoois and compromising the v t‘wo rmcon Crops:

(d)exhausted soils due to many year cultivation,

aind;

Jeely \/Vllh poor harvesting programmes,
poor fransport arrangomen' _lh'rough ;splllaoo heavy wear and tear on
transportation units and fevver man ‘optimal trips per day.

83.

84. At present, there are <ing:sugar mills in the country, four of which
are  Govel nﬂem ownodﬁ The combined installed capacity of the
operational mms~~is_20 990 Metric Tonnes of Cane per day (TCD), with an
underutilized cag’j_‘a"'y Of ‘60% due to technical, financial and management
limitations: The sugﬁr industry in Kenya supports directly or indirectly six
million:: Kenyans »whlch represents about 16% of the entire national

i = sugar industry contributes about 7.5% o
- Gross Dormestic Product (GDP) and has a major impact on the
Wes : "'"ni Kenya and Nyanza regions and, to a lesser extent, Rift VValley. Th
sug’aff' sub-sector is expected to equally haw—‘ g major impact on th
" éconcimy of Coast region once the mill being built in Kwale becomes
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s>, Ihe ractory Iime Eriiciency (FTE) in 2013 improved from 76.65% in the
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2012 to 79.98% in 2013while the Overall Time Efficiency (OTE) also rose
o 60 D78/ ¢ i $O07 i Fhis cmres mEFAAd Ak o ! Hared
rom 60.2/7% to 64.13% in the same | Eroa, whiin very iow compared io
P s g £ Q20 fAr ETE =m 3 (OYTEY socrmctivsl
(ne inaustry standaras of 92% tor FTE ang 82% for {OTE) respeciively
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Sugar production increased from 503,210 MT in 2012 to 599,070 MT in
2013 as a result of increased cane supply and be ‘
improved from T S

11.29 in 2013. (Aﬁne/ vi‘

During the mzes:lgquqm the Committee found that Mumias Sugar
tivities where the
learing imported

Company and Dantes Pesk were involved in fraudulent ac
latter used the Formet’s PIN and import licence when c
sugar with both KRA and KPA

®
[oV]

] .

As regards rhe impor’caiion of 10000MT of sugar from Suda_r_\ by MSC, the

committee found that trnport Permit from KSB was issued to MSC which

unprocedurally transferred to a third party (Dantes'Peak Ltd). KRA admitted

having noted the anomaly but still went ahead to release the‘consignment




3.3 OBSERVATIONS

Repackaging o

£ .
!

contraband sugar
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rial ¢

con-p'*io with tab L‘}E’/S'L,lg._ax ; §

taxation. {Annex KSBYii)

It was estabi
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90. Rising Star Commodities Lfo .a lxcense@' sugar importer, brought in sugar

beyond licensed quaniities 3 .:d needs to be further investigated too over
claims that it der“ec.:?--}\erya Su%x Board entry into its go-downs for

'3e also observed that in 2013/2014, KRA allowed

verification. The €O “nmm

into the country 15, AU 4OMT without permits from KSB9 7‘he coimpanies

vv——

involved are;
" (a) r%\/orev (P) (3000M
(D\ Krish Com*nodmos L 1 (1,140.40MT)
-\:i;":(L_) Reeswood Enterprises Ltd (4,000MT)
. {d) Shake Distributors Ltd (6,000MT) and
(e) Shree Sai Industries Ltd (1000MT). (Annex 1V/)
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93.

94.

1

act that MSC made exports to the regional markets throu

)

In view of the f i

=

r‘o a0

various companies mentioned above, there is glarmG disparities betwe
records from MSC and the respective exporting companies. For Dxam:l

Nesredin Mohamed of Addis Ababa wrote to MSC to purchase 5000MT for
export and the records from MSC indicate a summary total of 5.882MT

which still has a bigger variation from the de‘talleo records submitted by
MSC indicating a total of 117, 64IMT having been i‘radéd by Nesredin
Mohamed as exports to Ethiopia between 2006 and 20097 Recorcs at MSC
indicate a total summary of all exports by MSC for the pei iod 2006 to 2012
as 52,284MT while the detailed itemised 1151 to “indi vlaual exporting
companies total to 3&(2‘0’_‘_’4_37}\/17’ which is a bIG variation from records held
at the KRA indicating 70,431MT as exports Qf ‘brown: sugar by MSC the
same period. (Annex Il (a) — (h). 1V (a) & V(a))._-;’ :

Although the KRA submitied That it dxo 'TOL have sufficient capacity a

L ¥

equipment tqGverify all mcem.ng corgo “the Committee arter its wvisit
observed that there was lacks of propercoordination between KSB, KRA,
KEBS and KPA in han“d'iiné'ah‘d verifying Tmports creating loopholes for
suWortqgj_é‘g _oThér-.‘;_,__ébmmodities such as rice and fertilizer.

That, a total summﬂ’j ali expons by MSC for the period 2006 to 2012 are
given as 52 ¢84M _ wh,lo the detailed iternised hsr to individual companies
total to BO 20/—' 37 MT. However f figures from KRA indicated that MSC had
export* enmes amoummo 70,610.76MT  Annex V(b), Further, KRA
connrmod rhar onlv 8,133 MT were exported as per eniries in Simba Systern

& ‘1:——————————-—.
'ano hexesore there is no evidence of GXDOFTS of the reminder sugar volumes

esnmaied at 62,477.76 MT Annex V (). 3Split them into two AMumias

' f/o‘ure)r and KRA fi igures [ and if

That, imported low grade rice was being repackaged into superior quality
bags by Ms Rising Star Commodities Ltd which led to the Governmeri

losing revenue in  terms of duty. X

in 1\51J
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100.

That, as at the time of compiling this repoy

rea, which is being used

a
sugar with the knowledge 01” ustoms officers and police.

The then KSB had issiied MSC licence to import sugar even at ; time when
there was a lot of un-harvested sugar cane in the local farm and plenty of
sugar stocks in the local market. &\ T

—

The then KB had been disbuising Sugar Development Levy, Flinds for cane

—

deveiopment to Millers with no cane development,schieimes -

not provided any
the Committee in

een 7000 2012.
PR

documents and/or reports despite se

3.

relation to all exports and imports of

ral ) I ,:.

ugar:betw

That, the Committee also obsél ve naf MSC exports and business dealings

with the following companjes: wero co _
1) Czarmkoquugah"-'E/\ leired
2) ED&F F Ma SL:g'al id
3) Rising: S_r?‘r Commouua L(o
4) Kafnbale'Nzagale of (DRC),

5) Osmq__h Adan ind Nesredin Mohamed of (Ethiopia),

6)..5&G General Suppliers,

i __.S(cl (Jeneral Suppliers and Mugabe Thomas of Rwanda,

-;'-Mega Laser International

D

9)Manyuon Samuel Deng,
10) Mid Africa
1) Southern Sudan Mudland

Q.
.O
—
—
Q.

‘i2‘) Kapceta Trading Co. 'C

3jInternational Relief Services of Southern Sudan,




19) Uchumi Commodities {(Uganda) Ltd of Uganda
(Annex i a-h& V)
101, In view of the fact that MSC rade exports tc tne regional markets to fhe

companies mentioned in 102 above, there is glaring disparities betweer;
tne respective importing companias. For exampie
%’ésmcn Mohamed of Addis Ababa wrote to MSC to purchase SO00MT fe.r

export and the records from MSC indicate a summary total of 5,882MT

()

which still has a bigger variation from the detailed recods subm
MSC indicating a total of 117, 64IMT having been naded by Nesre
z/a Mohamed as exports ¢ Ethiopia between 2006 and 2009. Records at l\/\b¥
/63 indicate a-total surmmary of all exports by MSC nor mp perioa 2006 to 2012
%gr/& as 52,284MT while the detailed itemised st 0 individual exporting
companies total to 30.204.37MT which is a big v(‘rudt.on rrom records hela
at the KRA indicating 70,431MT as exporrs of urown sugar by MSC th
same period. (Annex If (a5} - [//) /V (ay d( V(a/)

-

102. The Committee observed i‘haL oespx e rhere Demg questionable dealings o
MSC between 2006-2012, the. Lhon MSC ‘Auditors Ms Delloite and Touch#
gave MSC a clean bi Tof hEQITL] %

103, The Committee obssrveo mal wxnh regard to importation of 10000MT of
sugar from Sudan. " by MSC the Import Permit from KSB issued to MSC was
unprocedurally Srgans;eerd to a third party (Dantes Peak Ltd). Further, KRA

admitted navmg\oled the anomaly but still went ahead to release the
consncnmem

hat

s nas provided a disclaimer to its "Draft Factual Finding Report"

accuracy and completeness of the report, noting that any

“subsequent information  may require the findings to be adjusted and
qualified accordingly. However the Committee took cognizance of the
report, which largely reflects the committee’s find; ngs.
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CHAPTER 4

40 RECOMMENDATIONS OF THE COMMITTEE
The Commiitee thereiore reccmmends:

i05. THAT, the governf“ﬁcm csrcohmos a p rmanent inter- acewry enforcement(

VAR
£ f‘
Nl I:)‘,
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g g KRA anc any othe
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106. THAT, KRA officer (s; sf*o'lld be invest rp_roupriate action taken

107.

£
!

seal wh.dw is SLpuOSc’d to be a standard measure for safety of goods in the

country but nos COﬂSISID’)I]V been abused.

108. THAT, re__j__gvanf I’a__\_{__\‘/s and iegu!afions governing sugar imports and exports

The

nd sugar and for stiffer penalties for offenders.

e

-

Czarnikow E. A. Litd, Stuntwave Ltd, Mshale

' Com@j’odil es and Rising Star Commodities Ltd.
109. THAT, the g"ver ent implements the sugar industry strategic agenda for
increased competitiveness and recduction in consumer prices. There is need

o I . ; ; b
to lower f"'FOO'UCT;'iO!') COST. iﬁ“p Cve exitensiim services among otners 1o

! i - F s Ivy
Feguice aind eventuaiiy

country
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11C. FRAL, The Neational Ce verniment in collaboraiion with county governmmaiy

should provide mechanism for coordinated infrasiruciure develoom

avoid dup)icai‘ion of responsibilittes by aifferent bodies mandat
in

—
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n
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svernment should implement the National Land

and sub-division for improved productivity.

1o e

the fertilizer subsidy should be complernented by bulk procurement

N
o
i
>
._.{
-

of other farm inputs and capacity utilization which should*be:done-by the
Sugar Directorate.

). THAT, Investigations should be carried out on MSC and/or its agents, KRA

and ail importers and/or their agents who imported sugar fromPMSENQ the
agents w , >

period between 2?(76 - 2012 and appropriate d¢tion taken. %)
p——— % o

114. THAT, the KRA should be held responsible for the loss of VAT taxes
PN ) E
amounting to Kshs 577 million for fictitious exports of sugar by MSC.

@'15, THAT, any officer fro_m.‘..tﬁe Board"’fand Management of MSC an

e

nd
responsible for the { ‘exporis of sugar between 2006-2012 be

held rcsponsmle for abt.;e of procedures and abuse of omce%

6. THAT, the National, Government introduces landing certificates for all

transit sugar as a Cf‘ﬁTl ‘mation of physical exit to stop any dumping into the

local mam@r

7., *THA! Lne Govemrﬂem should consider offering tax breaks to encourage

3
Gy

new (nvosrors into the sugar industry. Additionally, duty waiver for sug

industry farm inputs and farm machinery will go a long way towards

reducmg the high cost of sugar production.

118.  THAT, KPMG having provided a disclaimer as to the accuracy of the Draft

Repgri. _Mumias Sugar Company avails with immediate

to the National Assembly.
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THAT , officers from MSC/KRA who abusec import procedures with regard

) i T

to Import Permit requirements in the importation of 10,000M
hel

account for their misdesds.

(2
@)

(2
O
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T
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2012 from Sudan

[

(

F

THAT, Deloitte and Touché be held responsible for misleading the

government, other shareholders and public on the state of affairs in MSC
b4 2. z 1 F sl . “-__’—X—'_.——ﬁ-
during the period of their engagement as audiiors.




APPENDIX IV

PETITION BY MS. BINA PATEL ON
BEHALF OF M/S SHREE SAI INDUSTRIES
LIMITED



RE: PETITION TO PARLIAMENT UNDER ARTICLES 37, 95 (2) AND 119 OF THE CONSTITUTION OF
KENYA, 2010; PETITION TO PARLIAMENT (PROCEDURE) ACT OF 2012 AND STANDING ORDERS
NO. 216 (5), 219 AND 223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAl
INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2015 REPORT OF THE
DEPARMENTAL COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES ON THE SUGAR
CRISIS FACING THE SUGAR INDUSTRY IN KENYA. '

== SSSSS = === T =1

National Assembly of the Republic of Kenya
C/O The Clerk

Kenya National Assembly fxb [/Pé
Parliament Building QQgQ
Flare=

P.O Box 41842-00100

Nairobi @;@ﬁ“o\

25 NOV 201

RE: PETITION TO PARLIAMENT UNDER ARTICLES 37 95 (2) AND 119 OF

THE CONSTITUTION OF KENYA, 2010; PETITION TO PARLIAMENT
(PROCEDURE) ACT OF 2012 AND STANDING ORDERS NO. 216 (5), 219 AND
223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAl
INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2015
REPORT OF THE DEPARMENTAL COMMITTEE ON AGRICULTURE,
LIVESTOCK AND COOPERATIVES ON THE SUGAR CRISIS FACING THE

SUGAR INDUSTRY IN KENYA. 20
N PN V
“r (;J\ AY, e
WE, the undersigned, A/ 1 2 &
\gq 5 ¢ 9 44 0 -
Y
Citizens of Kenya, being Directors and Representing Shree Sai Industries lelted i{{ﬁ e
being Non State Actors, working towards the manufacture, importation and ,;);N ¢
exportation of Agricultural commodities wish to state that it is in the interest of \)?@ /
the protection of our Constitutional rights that we lodge this petition concerning A9l
the final and adopted report by the Department Committee on Agriculture,
Livestock and Cooperatives on the sugar crisis facing the Sugar industry in Kenya
at the Eleventh Parliament 3 Session — 2015.
C,//f V/‘;/)(/J‘K’ /5 C{/
We draw the attention of the House to the following:- ///5}7/;@7 /nﬂ//g»/*

" vz
L J G- Sty e P18 a/ma .

1. In exercising its right to carry on the lawful business of importation and/ f
sale of sugar within Kenya pursuant to Article 19(2) of the Constltutlon/ VoL

the Petitioner sought to acquire a Sugar Import Licence for the year 2019

~
f
S

but was unable to acquire the Licence because the Petitioner had been/"’/’g/f/{"”/'
listed as one of the companies to be banned from the import and export /((/,»/z)

business; in the final and adopted report by the Department Committee
on Agriculture, Livestock and Cooperatives on the sugar crisis facing the
Sugar industry in Kenya at the Eleventh Parliament 3rd Session — 2015.

It is important to note that the Petitioners name was included in the final

report by Parliament before it had been given an opportunity to be heard
on the matter.

1|Page






RE: PETITION TO PARLIAMENT UNDER ARTICLES 37, 95 (2) AND 119 OF THE CONSTITUTION OF
KENYA, 2010; PETITION TO PARLIAMENT (PROCEDURE) ACT OF 2012 AND STANDING ORDERS
NO. 216 (5), 219 AND 223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAl
INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2015 REPORT OF THE
DEPARMENTAL COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES ON THE SUGAR
CRISIS FACING THE SUGAR INDUSTRY IN KENYA.

=== £ AT ==—t]

2.  The Petitioner herein having in the past imported sugar into the Kenya
economy only in 2012 and subsequently in 2016 deems it unjust and unfair
for it to have been listed among the companies enumerated in Chapter
3.3, Page 46, ltem 90 (e) of the said Report as having imported sugar into
the country during the period of 2013/2014 without any just or lawful
basis.

3. In order to understand why it had been listed in the Report, the Petitioner
sought clarification from the Kenya Revenue Authority, vide its letter
dated 18" December, 2018 as to whether it imported 1000 MT of sugar in
the period of 2013/2014.

4. That the Kenya Revenue Authority wrote back to the Petitioner vide its
letter dated 21¢t January, 2019 clearly stating that KRA had reviewed its
records and that the Petitioner had imported sugar into the country in
2012 and lastly in 2016 but not during the period of 201342014.

5.  That prior to presenting this Petition to the House, the Petitioner had first
written a letter dated 29 January 2019 to the Hon. Speaker of the House
which was stamped received the same day.

6. The Petitioner has not presented as similar petition before any Honourablqi\

court within the Jurisdiction of Kenya.
HEREFORE, your humble Petitioner Prays-

I That this petition be dealt with immediately in view of the urgency and
gravity of the issues raised.

ii. That Parliament expunges the name of The Petitioner from the Report
by the Department Commitfee™on Agriculture, Livestock and
Cooperatives on the sugar crisis facing the Sugar industry in Kenya at
the Eleventh Parliament 34 Session — 2015 as indicated on chapter 3.3,
item 90 at page 46; a_/d punitive actions on the same referenced under
chapter 4, item 106 at page o0, 4

iii.  That Parliament issues a clearance report to the Petitioner after

expunging the Petitioner’s name from the report in question.

2|Page
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RE: PETITION TO PARLIAMENT UNDER ARTICLES 37, 95 (2) AND 119 OF THE CONSTITUTION OF

KENYA, 2010; PETITION TO PARLIAMENT _ (PROCEDURE) ACT OF 2012 AND STANDING ORDERS

NO. 216 (5), 219 AND 223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAl

INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2015 REPORT OF THE

DEPARMENTAL COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES ON THE SUGAR

CRISIS FACING THE SUGAR INDUSTRY IN KENYA.
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And your PETITIONERS will ever PRAY
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orRTy =1

NAME  OF FULL NATIONAL | SIGNATURE
PETITIONER ADDRESS ID/
PASSPORT
NUMBER =
Loppifes R SPFEL - Voo X 45577 — | B8O 75955| LoynaNed /)
ey b Te——e
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SHREESAHNDUSTRIE

b LTD,

i (1 Box 49794 - 00

j 00

NAIROBI
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RE: PETITION TO PARLIAMENT UNDER ARTICLES 37, 95 (2) AND 119 OF THE CONSTITUTION OF
KENYA, 2010; PETITION TO PARLIAMENT (PROCEDURE) ACT OF 2012 AND STANDING ORDERS
NO. 216 (5), 219 AND 223 OF THE NATIONAL ASSEMBLY ON THE EXPUNCTION OF SHREE SAl
INDUSTRIES FROM THE ELEVENTH PARLIAMENT THIRD SESSION-2015 REPORT OF THE
DEPARMENTAL COMMITTEE ON AGRICULTURE, LIVESTOCK AND COOPERATIVES ON THE SUGAR
CRISIS FACING THE SUGAR INDUSTRY IN KENYA.

ST

PETITION concerning the expunction of the Petitioner's name from the list of
companies listed in Chapter 3, item 90 at page 46 of the final and adopted
report by the Department Committee on Agriculture, Livestock and
Cooperatives on the sugar crisis facing the Sugar industry in Kenya at the
Eleventh Parliament 34 Session — 2015.

g VY 5
5 N
Name of the petitioner JD/NA /\/f\/(‘*(«
::b\' . /,;"/2 ’1’/ - '
Signature/Thumb Impression —"'/Jg\_/ff/ 'C‘é/ ........ SSHREE SAf INDUSTRIES i1
£ 0. Box 4979 - g1n
NAIROR!
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REPUBLIC OF KENYA
TWELFTH PARLIAMENT- (THIRD SESSION)

THE NATIONAL ASSEMBLY

COMMUNICATION FROM THE CHAIR

(No. 71 of 2019)

ON
RECONSIDERATION OF A HOUSE RESOLUTION BY THE
COMMITTEE ON IMPLEMENTATION

Honourable Members, I wish to report to the House that my
Office has received a petition by one Ms. Bina R. Patel of Shree Sai
Industries, P.O. Box 49796-00100, Nairobi. Ms. Bina R. Patel
contends that the reputation of M/s Shree Sai Industries has
suffered irreparable damage due to adverse recommendations
contained in the Report of the Departmental Committee on
Agriculture, Livestock and Co-Operatives on 7he Crisis Facing the
Sugar Industry, which was adopted by this House in 2015, during
Eleventh Parliament. The Petitioner notes that following the adverse
findings and recommendations contained in the Report, the

company has been denied import licence for year 2019.

Honourable Members, the Petitioner avers that M/s Shree
Industries has been undertaking lawful importation of sugar into the
country since 2012 but was denied a trading license for the year
2019 on account that in item No. 90(e) appearing on page 46 of
its report the Committee listed the firm as one of the companies

1



that had imported sugar into the country by the Kenya Revenue
Authority in the period of 2013/2014 without the required permit
from Kenya Sugar Board. She further avers that during the
2013/2014 period her company never imported sugar as claimed in

the Report.

Following the adverse report M/s Shree Sai Industries wrote to the
Kenya Revenue Authority (KRA) on 18" December 2018 seeking
clarification on why the company was listed in the Report. In its
response dated 215t January 2019, KRA confirmed that it had
reviewed its records and established that the Petitioner’s company
had only imported sugar into the country in 2012 and 2016 but not
during the period of 2013/2014.

Honourable Members, since the receipt of the Petition, I have
scrutinized the text of the Report tabled and adopted by the House
in 2015 and do confirm that paragraph 90 of the Report mentions
the Petitioner’s company as one of those that imported sugar
without the requisite permit. I have also perused a letter from the
Kenya Revenue Authority, dated 21 January 2019, that states that
M/s Shree Sai Industries Ltd, the Petitioner's Company did not
import sugar in the Country in the period of 2013/2014. Further, I
have scrutinized the Minutes of the Committee and could not find
evidence of the proprietors of M/s Shree Sai Industries Limited
having been invited to make submissions on the matter prior to
being adversely mentioned for impropriety relating to importation

of sugar into the country.

Honourable Members, you may recall that, on 30" August 2018,
I did communicate to this House a similar complaint from M/s

2



Kenafric Limited, claiming that the Sugar Directorate had delayed
processing and issuance of an import permit since the company had
been adversely mentioned in a Report of this House. The company
also lamented that it was not accorded an opportunity to be heard
on the matter, even after formally requesting to appear before the

Committee.

In addressing the concerns raised by M/s Kenafric limited, I did refer
the matter to the Committee on Implementation, which is currently
seized of the implementation of the resolutions made from the
Report to act as an appellate forum for the Petitioners to present
their prayers. Indeed, the Committee considered the matter and
recommended that this House expunges the name of M/s Kenafric
Limited from the list of companies adversely mentioned in the
Report on the Crisis Facing the Sugar Industry for alleged unlawful

importation of sugar into the country.

Honourable Members, on the same breadth, I refer this Petition
to the Committee on Implementation for consideration. Just as I
stated on the matter of M/s Kenafric, I also direct that, in
considering the Petition, the Committee on Implementation shall

confine itself to-

() only receiving submissions from the Petitioner, M/s, Shree
Sai Industries Limited on the resolution mé’de by the House
from the recommendation contained at paragraph 90 (e) of
page 46 of the Report; .

(if) considering the submissions from the Petitioner; and,

(i) reporting its findings to the House.



I also hasten to clarify that in the meantime, the implementation of
the resolution on this matter stands suspended until such a time as
the House makes a further resolution informed by the report of the

Committee on Implementation.

Honourable Members, I now commit this Petition to the
Committee on Implementation with the knowledge that, today,
Thursday 5% December 2019, the House will be proceeding on a
long recess, to resume on Tuesday 11" February 2020 for the
Fourth Session. In this regard, I direct the Committee to review the
matter and table its Report within two weeks upon commencement

of the Fourth Session.

The House is so guided.

I thank you!

“ﬁ!_\\
A

THE HON. JUS/TIN B.N. MUTURI, EGH, MP
SPEAKER OF/THE NATIONAL ASSEMBLY

Thursc/av, 5% December 2019




APPENDIX V

A LETTER FROM THE KENYA REVENUE
AUTHORITY



KENYA REVENUE
AUTHORITY

ISO 9001:2015 CERTIFIED

N

CUS/HQ/1
21" January, 2019

Bina Patel

Operations Manager
Shree Sai Industries Lid
P. O. Box 49796
NAIROBI

iJear Sir,

[N e g S RS ey pek py e et s gt TR e oy e o e o Wty T X YUCANSL, D MRS T O o XS~ D T TR T S YR T S

RiI: SUGAR IMPORYTATION INTO THE COUNTRY

—— - o

. . v . 5 3 5 - th . < . .
This is to acimuewledge receipt of your letter dated 18" December, 2018 seeking clarificaiion: of
sugar impoltation by your company.
We have reviewed records held at KRA and hereby confirm that M/S Shree Sai Indusiries Lid
PIN P05i 096118V did not import sugar into the country in the period 2013/2014. Your company

imported sugai in the year 2012 and lastly in the year 2016. -

We Lope tnut ihe above informaiion clarifies your inquiry.

Yours faithfully,

Kenneth Ochola
Ag.COMMISSIOMNEIZ2 OF CUSTCOMS & BORDER CONTROL

Tulipe Ushury, Tujitegemee!

sl Avenue - P.O. Bax 48230-00:00 GPO, Nairobi, Kenva, Tel: ¢20-281 0000

Times Tow=r Building - Haile Sela




IMPORTERS,EXPORTERS
MANUFACTURERS OF DALLS,SPICES,
CURRY POWDER AND PRODUCE DEALERS.
SPECIALIST IN GRAM FLOUR

S

N

E SR INDUSTRIES LTD
P.O0.BOX 49796 — 00100 CHANG.

WE ROAD, INDUSTRIAL AREA NAIROBI
TEL: 254 20 6558816/ 6555343/ 6555002/ 6555772/ 6553377
CELL: +254 722 517066/ +254 734 517066 /+254 723 115287 /+254 734 048756/ +254 722 711376
~  Email: shree@africaonline.co.ke

Pin: P051096118V 1394 VAT: 0012287H
TO: 07070/ T34 i‘/ KENYA REVENUE jmssess
KRA RECE] Vg’HORlTY
THE COMMISSIONER ED
Nairobi 1 DEC 2018
Deak Sir; wﬁffﬂ SoMitissioner ]
: Sl LAVERS ofFige 2
REF: Eleventh Parliament Third Session-2015 S

Report of the Departmental Committee on_ Agriculture Livestock and
Cooperatives on the Sugar Crisis facing the Sugar Industry in Kenvya

We refer to the above referenced report where our Company was adversely
rmentioned in :

Chapter 3.3, Item 90, Page 46 and

Chapter 4, Item 106, Fage 50

Please be advised that we have not Imported Sugar in the stated period 2013/2014.
We request that KRA checks our records and confirms that there was no Sugar
Imported by us in the stated period.

We are writing to the Speaker of the national assembly that our name be expunged
from the Report and that we are issued with a clearance report to allow us to
continue with our process of renewing the Sugar Import Licence.

Thanking you and awe t an urgent response to our request,

Yours Faithfully,
Shree Sai Industries Lt

Bina Patel /% /
Operations Manager
/

P
v
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KSB/CRI/206/11 (1)

PERMIT NO).
FORM B

THE SUGAR ACT
(No. 10 of 2001)

IMPORT PERMIT

UNDER THE SUGAR (IMPORTS, EXPORTS AND BY-PRODUCTS) REGULATIONS 2008

THES IS TC) CERTIFY THAT:

Consignee: SHREE SAIINDUSTRIES LIMITED
PIN No..: P051094118V
Postal Address: P.Q..BOX.497.96-001.00

Physicol Location: CHANGAMWE ROAD.INDUSTRIAL AREA

Jeleprone Mo.: 558816/555343/555772/553377

Busingss Permit Mo, BP0703116
Bill of Lading: Al245557
E1204045958

LD.F. No.:

MILL WHITE/BROWN .

Type of Sugar:

Quantity (MT): 1000

Source of the Sugar: EGYPT
KENYA

Destination of the Sugar:

Port of Entry: MOMBASA, KENYA

C.LF. Value: US $ 874,000

BOXY LADY V.070/12

Vassel Name

— IGNAZIO MESSINA & C.

Expected Dole of Anival 24.02.2012

ke Cole 19.04.2012
19.06.2012

Zxpiry Date:

3\ C

Chief Execulive Officer

Xs9 Ottciol

Kenyo Sygor Boord

for and on Beholfof Xenya Sugor Board s

Signature / Sed Stamp

N T Pamnid & rbine) bo condlions at oct evedeat




! {:v AGRICULTURAL AUTHORITY SUGAR : ‘J"J_'%y
e . -y
iy JIRECT TE Sy
Q%.T;iv DIRECTORATI] @r\‘@ﬁ
s Frak A EFAYG
B om0 ik ASD IMPORT PERMIT G o it

Document IMPOOL - ASD IMPOR| PERNIT

PER - Permits

IMPOO3 - APPLICATION FORIMPORT PERMI |

Document Type

Process

Application Reference No - CD2016000ASDINMPOV 10000519129 Version.No : |

Master Approval No MD2016000ASDASDOO 100005 16058
1

UCR Number == e UCRZOJ6()061‘)-’1?2_\_7‘___~__M _____ mieee

Application Statusg

«Approval Status :AP - Approved Used Status -

Master Approval Version No

Application Date :20161206142659

Expiry Date 120161224 . Amended Dale - Used Date :
‘Issuance Date :201612006 o ’

Applicant Details

Name :SHREE SAl INDUSTRIES LTD

PIN :P0O51096118V Application Code :SH|

Address :49796 00100 ) Country :KENYA

Contact Person :HITESHKUMARPATEL Email : shreet@africaonline.co ke

- ‘\>§,_—h_ __,_.\\_.M“

Consignee Details
Name :SHREE SAI INDUS TRIES LTD

PIN:P0510961 18V OGA Ref No :

Physical Address - O BOX 49796-00100 NAIROBI Physical Country :KENYA
Postal Address :P.O.BOX 49796-00100 NAIROB] Postal Country :KENY A
Telephone 1254722517066 Fax :25420558816

Email :shree@africaonline. co. ke Sector of Activity :Trade

Warchouse Location :

Warchouse Code -
- -_ -

Importer Details
Name :SHREE SAI INDUSTRIES LTD

PIN:P051096118V OGA RefNo -

Physical Address :P.O.BOX 49796-00100 NAIROBI Physical Country :KENYA
Postal Address :P.0.BOX 49796-00100 NAIROBI Postal Country :KENYA
Telephone :254722517066 ‘ Fax 125420558816

Email sshreet@africaonline. co ke Sector of Activity : Trade
Warchouse Location -

Warchouse Code :

Applicaton Reterence Ny CH2016000ASDIMPOOTOOOO 1Y 129 Viersion No - )



Exporter Details
Name :(KAKIRA SUGAR LTD
PIN :00000000000

Physical Address :P.0.BOX 121
HINJA

Postal Address :P.O.BOX 121
JINJA

Telephone :2560:4 14444000
LEmail ssatishcatkakirasugar.com

Warchouse Code :COMBINED WAREHOUSES LTD

OGA Rel'No -
Physical Country :REPUBLIC OF UGANDA

Postal Country :REPUBLIC OF UGANDA

FFax 25604 1114000
Sector ol Activity :Manufacturing

Warchouse Location :MSA

Consignor Details
Name :KAKIRA SUGAR LTD
PIN :00000000000

Physical Address :P.O.BOX 121
JINJA

Postal Address :P.O.BOX 121
JINJA o

Telephone :25604 14444000
Email :satishi@kakirasugar.com

Warchouse Code :COMBINED WAREHOUSES LTD

OGA Ref No:
Physical Country :REPUBLIC OF UGANDA

Postal Country :REPUBLIC OF UGANDA

Fax 2560414444000
Sector of Activity :Manufacturing

Warchouse Location :MSA

Values - Header Level
Foreign Currency Code :USD
Freight FCY :0.00

CIF FCY :21,500.00

Insurance NCY :0.00

Forex Rate :101.95
Insurance FCY :0.00

FOB NCY :2,192,019.60
Other Charges NCY :0.00

FOB FCY :21.500.60
Other Charges FCY :0.00
Freight NCY :0.00

CIF NCY :2.192,019.60

Remarks
OGA Remarks :

1. Approved
2. Approved

3. Approved

Conditions Of Approval

1. Docs checked

Purpose Of Import/Export

Trading

Terms and Conditions

Application Reference No CD2016000ASDINPO010000519429 Version No -t



[tem Details

Item No :1

Item Description :Kakira Light
Brown Sugar in 50kg bags

ftem HS Code ;1701110000 HS Description :Cane sugar. raw,
no added Navouring or colouring,
solid

Quantity :25000 Unit OF Quantity :kilogram

PPackage Type :Bag, polybag Package Quantity :500

Total Price FCY :21,500.00 Unit Price NCY :87.68

Ttem Net Weight 125000 kilogram  Ttem Gross Weight 123000
kilogram

Supplementary - Quantity :23000

Foreign Currency Code (USD

Total Price NCY :2.192,019.50

Applicant Remarks sweight in
kilograms

Supplementary - Unit Of
Quantity :KGM

Unit Price FCY :0.86

Country Of Origin :REPUBLIC
OF UGANDA

Transport Details
Mode Of Transport :R

Voyuge No :KCHOUIE ZC8 144
Port Of Arrival :Malaba

Freight Station :MALABA

Mode Of Transport Desc :Road
BLAWB :013399
Customs Office :MLB

Cargo Type Indicator :General Carg

0

Application Reference No - CD2016000ASDIMPOOTO0005 19429 Version No : |




AGRICULTURAL AUTHORITY SUGAR
DIRECTORATE

WREER L

WREFRG

gk | ASD IMPORT PERMIT e
[(MPOO] - ASD IMPORT PERMIT
PER - Permits

IMPOO3 - APPLICATION FOR IMPOR T PERMIT =~

Document s

Dociment Type

Process :

f\pp(i;::llion Reterence N_L; S CD20T6000ASDIMPOOT0000519183 Version No': |

Master Approval No A MD20T6000ASDASDOO 100005 16058
Master Approval Version No |
_HER Number UCR201600619476

|
| Application Status

Approval Stalus (AP - Approved Used Status : Application Date :20161206133724
Expiry Date 20161224 Amended Date : i Used Date :
Issuance Date 220161206 ; °

Applicant Details
+ "NamcsSHREE SATINDUSTRIES LTI ,
PIN:PO510961 18V ' Application Code :SH1

Address 49796 00100 K : . Country :KENYA
Contact Person HITESHKUMARPATEL ) I Email ; shrcc@ul’ricuonlincb,co;l‘(c '

Consignce Details
Name :SHREE SALINDUSTRIES LTD ' ' ' o

PIN :l’()Slv()‘)Gl 18V OGA RefNo:
Physical Address :I_’.O.BO-)__( fl9,796_—_00.l()_0 NAIROBI . Physical Country :KENYA
Postal Address :P.O.BOX 49796-00100 ':\mmom Pastal Courtry :KENYA
Telephone :shrce@al'ricaonlinc;co._kc : ) ) Fax:25420558816
Email shree/@alricaonline.co.ke ! - ) : . Sector o‘l’Ac!iviiy ‘Trade
Warchouse Code: o o N . Warchouse Location :
Importer Details : ' B
Name 'SHREE SATINDUSTRIES LTD
PIN :P0510961 18V 2 OGA RefNo :
i Physical Address :P.0.BOX 49796-00100 NAIROBI . Physical (,'nunlr_vv:K[ZNYA
Postal Address :P.0O.BOX 49796-90 100 NAIROBI Postal Country :KENYA
- Telephone :shireei@africaonline.co.ke o i Fax :25420558816
Email :shree@alridaonline.co.ke : ) Scetor-of Activity :Trade
. '>\‘v’:.lrchuusc Code : Warchouse Location :

Application Refereace No : CD2016000ASDIMPOO 10000519183 \ crsion No



Exporter Details
Name :KAKIRA SUGAR LTD
PIN:00000000000

Physical Address :P.0.BOX 121
JINJA

Postal. Address :P.0.BOX 121
JINJA

Telephone 23604 14444000

mail ssatish@ kakirasugar.com

Warchouse Code :COMBINED WAREHOUSES LTD

OGA Rel'No :
Physical Country :REPUBLIC OF UGANDA

Postal Country :REPUBLIC OF UGANDA

Fax 125604 14444000
Sector of Activity :Manufacturing

Warchouse Location :MSA

Consignor Details
Name :KAKIRA SUGAR LTD
PIN":00000000000.

Physical Address:P.0.BOX 121

1A .
“Postal Address :P.0.BOX 12
JINJA .

Telephone :jfi()()'}'ltldthl()()()
Email ssatsh@kakirasugar.com
Warehouse Code :COMBINED WAREHOUSES LTD

OGA RefNo .
Physical Country :REPUBLIC OF UGANDA

Postal Country :REPUBLIC OF UGANDA

Fax 125604 14444000
Sectorof Activity ‘Manulacturing

Warehouse Location :MSA

Values - Header Level
Foreign Currency Code :USD
Freight FCY :0.00

CIF FCY :21,500,00

Insurance NCY 20,00

Forex Rau_: 10].93
Insurance FCY :0.09

FOB NCY :2,192,019.60
Other Charges NCY :0.001

FOBFCY :21,500.00
Other Charges FCY :0.00
I“f(:ig_thCY :0.00

CIE NCY :2,192,019.60

I
Remarks
OGA Remarks :

I. Approved
2. Approved

3. Approved

Conditions Of Approval

|- 1. Does checked *

Purpose Of Import/Export

Trading

Terms and Conditions

Application Reference No CDH2016000ASDIMPOOTO0005 19183 Version No : 1




[tem Details

- Item No :1

i Ttem Description :Kakira Light
i Brown Sugar -

'
o

|

S

|

! lem HS Code 11701110000 FS Description :Cane sugar, rasw.
i no-added flavouring or colouring,
! solid :
! Ouantity 123000 Unit OF Quaitity :kilogram Supplementary - Quantity :25000  Supplementary - Unit OF
i . Quantity :KGM
r Package Type :Bag, polybag, Package Quantity :300 Foreign Currency- Code :USD Unit Price FCY :0.86

Total Price FCY :21,500:00 Unit Price NCY :87.68 Total Price NCY :2,192.019.50 Country Of Origin ;REPUBLIC

: . OF UGANDA

Ttem Net Weight 125000 kilogram  [tem Gross Weight 225000 Applicant Remarks :0K
! Kilogram
i .
| Transport Details
| ModeOf Trangport :R ’ Mode-Of Transport Dese :Road

Voyadge No :KCH745H ZE 1053 Port QF Arrival :Malaba

Customs Oflice :MLB ; Freight Station :MALABA

. Application Reference No = CD2016000ASDIMPOOTO0003 19153 Mession No <




